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The old factory is located “across the 

railroad tracks”, just as in the mother 

of all I-grew-up-here songs (Bruce 

Springsteen’s  My Hometown).

My newly born daughter sleeps in 

the stroller as we walk over the bridge to 

red brick castles. Here, on the shore of 

lake Mälaren in Sweden, generations of 

workers produced motors, stoves, meat 

grinders and boilers.

Most of the production moved else-

where when I grew up in the 1980s and 

one of the biggest halls was turned into 

a huge multi-sport facility. It was a little 

shabby but it had an indoor football pitch 

and we used to hang out there on week-

ends, playing into the small hours of the 

morning.

During the economic recession of the 

early 1990s, the Conservatives were in 

power in our area. Cuts supposedly had 

to be made; our paradise was shut down 

and turned into a golf driving range. I 

blame my brief time on the far left fringes 

of our progressive movement on that inci-

dent. You could become a revolutionary 

for less.

Today, the land across the railroad 

tracks has been turned into residential 

housing. After my dad passed away, 

my mum moved into a new apartment 

building overlooking one of the nicest 

red brick buildings. We eat and chat 

as my daughter sleeps on the balcony 

facing the industrial history that her 

dad can’t wait to explain to her one day. 

Our discussion turns to my daughter’s 

late grandfather. As a teacher, my dad 

became a small part of a giant reform 

implemented between 1997–2002: the 

Adult Education Initiative. The idea the 

Swedish Social Democratic government 

had was to meet recession and unem-

ployment with huge investments in our 

citizens’ skills.

Now we’re facing times as hard as 

when the main employer in mum’s red 

brick landscape closed in 1979 – or dur-

ing the crisis of the 1990s. But today, an 

Adult Education Initiative sounds like a 

fantasy in old Europe where Keynes once 

lived – while the US, the home of capital-

ism, has met the crisis with giant stimulus 

packages. In the US, a fiscal cliff that 

would contract GDP by four percent 

scares everyone from left to right. In the 

EU, it’s the prescribed austerity medicine.

According to one estimate, GDP in 

the US will grow north of seven percent 

in 2012–2014. The eurozone? Just 0.2 

percent. 

Europe on the brink of ruin simply 

had to be the theme of our issue. In our 

main piece, José Ignacio Torreblanca 

explains how the EU is reaping the seeds 

it has sown: the hasty construction of the 

euro and the inability to act decisively 

(p. 8). We take a closer look at Europe’s 

historic twin engine: Why is Germany 

obsessed with austerity (p. 25)? And will 

Hollande’s France really offer something 

different (p. 29)? 

My dad would have liked our focus 

on the precious role of education, with an 

example from one of the countries suf-

fering most: Spain (p. 26). But in order 

to illustrate the crisis with photography 

we decided against old industrial build-

ings across some railroad tracks. Instead, 

our photo essay shows how the lives of 

animals also articulate the crisis (p. 16).

We have also tried to find alternatives 

to austerity, both by interviewing interest-

ing academics, such as Stephany Griffith-

Jones (p.30), and by giving the floor to 

progressive politicians (p. 32/32).

Hopefully this issue of Fresh Thinking 

can count as an example that there are 

voices criticising Merkel’s reverse idea of 

driving a car: hit the brakes while going 

uphill. 

For my own future sanity, I will save 

a copy of this issue for my daughter. One 

day we might all have to explain how 

Europe’s leaders tried to create growth 

through starving 27 countries at the 

same time, while Obama’s America re-

taught us about the need for ideas like 

an Adult Education Initiative.

ist

Eric Sundström 

Editor-in-Chief
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24.4: the percentage of unemployed people in Greece in 

2012, compared to 5.5 % in Germany.  

Source: Eurostat

52.9: the percentage of unemployed people under the age 

of 25 in Spain, compared to 8.1 % in Germany.

Source: Eurostat 

500 billion: the maximum lending capacity, in euros, of 

the European Stability Mechanism (ESM). The combined 

lending capacity of the European Financial Stability Facility 

(EFSF) and ESM is €700 billion.

Source: ESM

€3.39: the minimum hourly wage in Greece in 2012, 

compared to a minimum wage of 9.40 euros in France.

Source: Böckler Stiftung, Handelsblatt

(Read Guillaume Duval’s comment on François Hollande’s 

plans for France on p. 29)

€13.5 billion: the sum that the Greek government plans to 

save in 2013. Portugal wants to spend €3 billion less in 

2013 and Italy wants to cut €26 billion by the end of 2014.

Sources: Handelsblatt, Die Zeit, Spiegel Online 

(Read Stephany Griffith-Jones in conversation with Piotr 

Buras on p. 30)

0.9: the percentage of GDP of Germany’s budget 

deficit  in 2012 – compared to a deficit of 7.4 % of the 

GDP in Greece, 8.4 % in Ireland and 7.7 % in the UK.

Source: OECD

(Read Mark Schieritz’s analysis of the German taste for 

austerity on p. 25)
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Illustrations by alfred Schüssler

620 billion: the amount, in euros, of committed call-

able capital from eurozone Member States that the 

European Stability Mechanism (ESM) will dispose of.

Source: ESM

(Read José Ignacio Torreblanca’s assessment of 

where the crisis came from on p. 8) 

1.1: The percentage (of GDP in 2012) by which German 

public debt will increase, compared to 8.7 % in Ireland, 

4.4 % in Spain and 7 % in Greece.

Source: Hans Böckler Stiftung

€30 billion: the sum the Spanish government cut 

back in spending for education and health services.

Source: Education News

(Read José Saturnino Martínez-García’s analysis of 

the impact of Spanish cuts on education on p. 26)

30: the percentage that salaries for new teachers in Greece 

have been cut, compared to 13 % in Ireland.

Source: The New York Times

5,116: the average annual net income, in euros, in Greece in 

2012. Compared to €23,538 in France, €10,546 in Portugal 

and €21,466 in Germany.

Source: Süddeutsche Zeitung
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Europe’s 
bitter 
harvest 

The seeds of the current crisis were sown in the EU’s hasty construction of the euro and its inability to 
act decisively. Now, with most member nations expressing dissatisfaction with the whole project, its years 
of living dangerously could have serious consequences on Europe’s future, says José Ignacio Torreblanca.

It’s year five since the crisis and Europe 

is moving into its second recession. The 

first one was due to the external shock 

originated in the US by the fall of Lehman 

Brothers, and ended with the financial col-

lapse of Greece, Portugal and Ireland, with 

Spain and Italy at the precipice. Caught 

off guard and lacking adequate vision and 

leadership, the EU was slow in reacting 

and made a number of mistakes which not 

only aggravated the crisis but produced a 

crisis of its own.

EU actions, but above all, inactions, 

resulted in a second shock, this time self-

inflicted. That shock sent the eurozone into 

an existential crisis, placed the whole of 

the European construction on the verge 

of collapse and has even become a risk 

factor for economies as diverse as the US, 

China or Brazil. What went wrong? Why is 

it that Europe, the continent which had 

made dullness a virtue was now living as 

dangerously as emerging economies and 

becoming a factor of global instability?

The first shock was a textbook one: 

immediately after the launch of the euro in 

1998, economists warned EU policy mak-

ers that the monetary union was incom-

plete and that it had set to sea without 

the instruments to navigate in bad weather. 

The euro, they warned, lacked the instru-

ments to make it capable of enduring an 

external shock. Its central bank could not 

stand by its members’ debt, effectively 

becoming a lender of last resort, its bud-

get had no reserves to be able to support 

member states in difficulty, and its policy 

institutions had no effective governance 

capabilities for crisis-management. The 

euro could be described as a building with 

a grandiose edifice, but which lacked both 

the pipes and the pump to take water to 

all its floors.

a half-baked euro

Were the architects of the euro negligent? 

No, in fact they did what their predeces-

sors had always done: they used every 

window of opportunity, no matter how 

small, to advance European integration. 

Knowing that national leaders would never 

move on to further economic and political 

union unless forced to do so by pressing 

circumstances, they took the opportunity 

provided by German reunification to push 

for monetary and economic union. 

The fall of the Berlin Wall had provoked 

a tectonic shift of geopolitical power in 

Europe, and Germany, eager to appease 

fears of a new alleingang after reunifica-

tion, quite naturally accepted relinquishing 

its monetary sovereignty and share with 

all Europeans the Deutsch Mark result-

ing from 40 years of hard work and the 

international rehabilitation of the Bonn 

Republic. Whether Germany was altruistic 

or selfish is an irrelevant question. Hap-

pily, it was both. During the 1980s, follow-

ing the accession of Spain and Portugal 

and the completion of the internal mar-

ket, under the leadership of Delors, Kohl, 

Mitterrand , Gonzalez and others, Europe 
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had reached a point in which each mem-

ber state’s national and European interests 

were almost indistinguishable. All through 

the 1980s, EU leaders and populations 

had developed an extraordinary degree of 

political and economic convergence and a 

common vision as to the future of Europe. 

This explains why EU leaders were so 

confident that it was safe to launch an 

incomplete euro. Nothing indicated that 

the euro could not be completed and, if 

necessary, repaired, while at sea. In fact, it 

was believed, or even secretly hoped, that 

only a crisis would provide the necessary 

impetus to complete it. That clarifies why, 

in the first instance, the fall of Lehman 

Brothers and the 2008 crisis were not per-

ceived as a real threat, but as an oppor-

tunity to improve the governance of the 

euro, both internally, with the setting up of 

mechanisms of support for member states 

in difficulties such as the EFSF (European 

Financial Stability Fund), and externally, by 

seeking to improve the EU’s clout within 

the G20 so as to be able to steer the global 

crisis in a more coordinated way, and with 

the view of facilitating the adoption by the 

G20 of decisions which were in line with 

Europe’s vision and interests about global 

economic governance. 

But something went wrong. And the 

EU failed to absorb the shock. A slow 

motion rewinding of EU actions over the 

last few years would show, just as with 

crash-test dummies, that the impact was 

much more severe and the reaction of the 

safety systems much weaker.

a blame game

First and foremost, EU member sates, 

especially those which were only lightly 

affected by the crisis such as Germany 

and France, followed by Austria, Finland, 

the Netherlands and others wrongly iden-

tified the problems as being caused by 

peripheral members failing to live by the 

rules agreed at the beginning of the euro 

as to the levels which fiscal deficits and 

indebtedness to GDP should reach. 

This narrative of the crisis did not make 

much empirical sense because countries 

under stress had followed completely The ECB headquarters in Frankfurt: it was thought the euro would only survive with oversight tools for the ECB. 
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different paths. On the one hand, Greece, 

Portugal and Italy had a problem with 

public indebtedness and inefficient public 

administrations. Meanwhile, Ireland and 

Spain had enjoyed healthy public finances 

and very low levels of public indebtedness 

but had in exchange accumulated huge 

economic imbalances, especially in the 

financial sector, due to an uncontrolled 

expansion of real estate credit. 

The consequence is that the EU lost 

precious time in bitter disputes between 

donor and debtor countries. Worse, EU 

member states lost confidence in each 

other and the capacity to act jointly as 

public opinion in each country was fed 

by stereotypes about national character 

which resurged with particular strength 

from the combined actions of irrespon-

sible politicians, the tabloid press and 

euroscepticism. 

So, rather than absorbing the shock 

and rejecting it, EU member states entered 

into a blame game which divided and 

weakened them. 

Germany gets the blues

The second defining element of the crisis 

has been the attitude of Germany. In the 

past, Germany had been a key promoter 

and broker of further integration, cut-

ting the deals, providing the incentives, 

building positive-sum packages which 

could facilitate other members jumping 

on board. The new Germany has been 

a much more reluctant partner. Whether 

fatigued by German reunification and its 

domestic reforms, having just become a 

“normal” EU member, much more cautious 

about the political, economic and social 

costs of European integration, or simply 

lacking true leadership able to set out a 

positive and European vision of the future, 

the truth is that Berlin has not, as in the 

past, seen this crisis as an opportunity to 

promote more political and economic inte-

gration. Rather, its approach has been to 

wait until the last minute and then only do 

what it thought was absolutely necessary 

to keep the ship afloat.

Clearly, Angela Merkel’s strategy has 

been self-defeating. First, by contributing 

to increase rather than to calm German 

public opinion anxieties about bail-outs 

and the cost of solidarity, her government 

has cemented a negative coalition against 

the euro in Germany which includes bits 

and parts of the press, her own coalition-

government, parliamentary faction, sister-

political party and even the Bundesbank.  

Second, by marginalising the European 

Commission and placing herself, together 

with Nicolas Sarkozy, at the helm of a 

renewed Franco-German axis which too 

EU actions, 
but above all, 

inactions, resulted 
in a second shock, 

this time  
self-inflicted

The European Parliament in Brussels.
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often acted with very little sensitivity as 

the de facto government of Europe, she 

ended up placing Germany in the worst of 

all possible worlds, being criticised both for 

its central role in the crisis but also for its 

reluctance to act. Third, by promoting aus-

terity policies at all costs as the only recipe 

to get out of the crisis, despite mounting 

evidence and international criticism, she 

has managed to concentrate all the fire 

on Berlin and make her government be 

seen as an obstacle rather than a solution 

to the crisis. 

This piecemeal and reactive approach, 

as risky and damaging as it has been, is 

not however what has led the eurozone to 

the second phase of the crisis. For all the 

criticisms about financial markets’ short-

sightedness, the truth is that investors, 

both in Europe and worldwide, have been 

shown to hold a more perfect and accu-

rate understanding of the set of measures 

needed for Europe to overcome the crisis 

than politicians themselves. 

Inevitably, they concluded a long time 

ago, the euro would only survive by the 

combination of two things. First, a fur-

ther centralisation of political authority at 

the centre of the system – that is, better 

governance institutions for the eurozone, 

including new fiscal, monetary and over-

sight tools for the ECB, the Eurogroup and 

the European Commission. And, second, 

a growth boost which would allow heavily 

indebted states to deleverage, pay their 

debts and reap the gains of structural 

reforms. Failing to see any sufficient proof 

of European leaders’ determination to do 

any of these, and in fact quite realisti-

cally identifying the deadly combination 

of a deep-seated reluctance for further 

integration with the very active promo-

tion of the wrong set of (austerity) policies, 

they concluded that the euro might well 

not make it. Thus, whereas the leaders’ 

dominant perception, especially in Ger-

many, was that their countries could suc-

cessfully shut themselves and the euro off 

from a Greek exit and, even, a Spanish 

and Italian default, investors were assign-

ing uncertainty values to events such as 

Papandreou’s call for a referendum and 

his resignation, which doubled 9/11 and 

even tripled the Constitutional debacle 

of 2005 following the failed referenda in 

France and the Netherlands (see http://

policyuncertainty.com). Clearly, if Europe 

has zombie-walked into an existential crisis 

it’s been due to the failure to detect and 

address the gap between its leaders. 

we’ve lost the citizens

Shortly before the summer of 2012, sys-

temic risk became so acute that EU lead-

ers’ finally woke up to the need to give 

the EU an economic integration boost. So 

far, EU reaction had been incremental 

and technocratic. The European Semester 

and the EFSF (2010), the Europlus Pact, 

the Six-Pack and the LTRO operations by 

the ECB (both of 2011) together with the 

Fiscal Compact, the ESM and the OMT 

programme (2012) laid out a eurozone 

which increased oversight powers, intro-

duced better budgetary and macroeco-

nomic coordination and more consistent 

financial firewalls, but operated on the 

same fundamentals: no bail-out clauses, 

no debt-mutualisation, a narrow inflation-

centred mandate for the ECB and a typi-

cally intergovernmental management of 

the eurozone. All these measures, however, 

proved insufficient for while EU leaders 

where immersed in their negotiations, 

they were missing what was happening 

outside the room. Out there, two types of 

very dangerous events were colliding: first, 

the eurozone was plunging into its second 

recession and, second, EU citizens were 

turning their backs on the EU, two phe-

nomena which are obviously interrelated 

and feed into each other. Appalling figures 

which show that only one out of three citi-

zens in Europe likes the EU or trusts the 

Commission or the Parliament, speak of a 

growing disaffection and a severe problem 

of legitimacy. Worse, indicators are bad 

whether citizens are polled in Germany, 

Greece, France or Portugal, which speaks 

of an EU in an immense friction with its 

citizens. 

Member states 
entered into a 

blame game 
which divided and 

weakened them

Merkozy: Germany’s chancellor put herself, together with Nicholas Sarkozy,  
at the helm of a renewed Franco-German axis in Europe. 
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At home, citizens perceive that their 

governments are not responsive to their 

demands: governments change every 

election (all incumbents in the eurozone 

have been ousted since the beginning of 

the crisis) but policies remain the same. 

This has a delegitimising effect on national 

democracy and on the EU, which is seen 

as responsible for imposing such a tight 

policy margin that cannot be democrati-

cally challenged or changed. 

what’s next?

No wonder that the combination of citi-

zens’ disaffection, systemic risk and very 

poor economic performance has finally 

led EU leaders to wake up, if only par-

tially. Council President Van Rompuy has 

presented innovative proposals aiming 

at a deep-ranging banking, fiscal and 

economic union enjoying strengthened 

political legitimacy. Commission President 

Barrosso has called for a “federation of 

nation-states”. And a group of nine for-

eign ministers, led by the German Guido 

Westerwelle, has tabled a set of detailed 

proposals concerning how to move into 

a true political union. Clearly, there are 

many unknowns in this move, not least 

because it is hard to figure to which extent 

the breach between the EU and its citizens 

is beyond repair. Having failed to sell the 

case for more Europe back in 2005, when 

the economy was growing and tensions 

among member states were much lower 

than today, does not bode well. Also, if 

the EU is to move onto political union, it 

should first agree on the process because 

the current system of unanimous ratifica-

tion is undemocratic and inefficient for it 

cannot deliver beyond the status quo, even 

for those who want to move on, and forces 

member states to seek solutions outside 

the treaties. A further risk is that these 

moves might mean the break up of the EU, 

especially because of the delicate position 

of the integration-fatigued UK. Even so, 

these moves have to be welcomed, since 

they at last deliver the promise of more and 

better Europe for those who want to move 

ahead. But this optimism has to be quali-

fied. Political centralisation is a necessary 

condition for the euro to survive, but not a 

sufficient one. Despite the intense barrage 

of criticism at austerity-at-all cost policies 

coming from different fronts, not least 

from the IMF, the awakening concerning 

austerity will probably have to wait for the 

German elections. For the progressives, 

both the 2013 elections in Germany and 

the 2014 elections to the EP represent a 

unique opportunity to bring citizens back 

in. That entails rescuing democracy both 

at home, by allowing people to change 

policies they dislike, and in Europe, by 

delivering a more efficient and democratic 

governance.  

José Ignacio Torreblanca is an EU expert 

and professor at the UNED, Madrid. 

Reunification issues: The fall of the Berlin Wall brought a tectonic shift of geopolitical power in Europe.
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François Hollande, president of France 

 

In an interview with six European 

newspapers on 18 October 2013 

and quoted in Poland’s “Gazeta 

Wyborcza ” the French president said:  

 

“France supports a ‘solidarity integration’ 

(…) The political union will be (only) the 

next step after the budgetary, banking 

and social union”.

 

“Solidarity integration” is shorthand for 

eurobonds (or the mutualisation of the 

eurozone countries’ debt). So, that means 

having the 67-year-old German workers 

pay the bills for the 60-year-old French 

pensioners. OK, maybe that’s a bit sim-

plistic, but not much more so than saying 

you want more Europe while simultane-

ously hesitating to make any concessions 

on national sovereignty. 

angela Merkel, chancellor of Germany  

 

“I can imagine going further, for example 

giving the EU genuine rights to intervene 

in national budgets (…) Today there are 

no mechanisms in the monetary union 

which would allow anyone to claim, and 

also enforce, the necessary orientation 

of the activities of the member states to 

strengthen competitiveness as the foun-

dation of stable growth and job creation,” 

said the pastor’s daughter in a 

speech to the European Parliament in 

Brussels, 7 November 2012.

Is this some kind of joke? Two and 

a half years after the first Greek bailout, 

Berlin still believes that growth and jobs 

in Europe will only be safely rescued if 

Germany’s prescription is followed. More 

strict control of national spending? Of 

course not. Meanwhile, German elites 

are well aware that the EU, if it wants to 

survive, must become much less Ger-

man than they would like (with or with-

out eurobonds). But as long as Merkel 

hesitates to speak openly to the people, 

she risks throwing the baby out with the 

bathwater: Europe might be rescued but 

the Germans will be lost. 

Radek Sikorski,  Minister of Foreign 

affairs , poland 

 

“We support the creation of a genuine 

political union, with clear delimitation 

of competences, which should remain 

within the purview of the nation states. 

The European citizens need to regain 

faith in the positive future of the EU”.

That’s what he said in Berlin on 27 

August 2012 at the German Ambassa-

dors Conference at the MFA. 

And yes, you heard it right. This for-

mer eurosceptic and director of the con-

servative American Enterprise Institute 

asks for more Europe, and is doing so 

more strongly than anybody else is these 

days. Will his Oxford university friends 

from the Tory party follow suit one day? 

But watch out, Sikorski. 

If Poland does not join the eurozone 

as soon as possible, the political union 

you dream of will turn into the nightmare 

you painted in your impressive speeches 

– that is, a multi-speed EU with Poland 

on its periphery.

david cameron, prime Minister of the UK

 

“The eurozone has to make a choice. 

If the eurozone wants to continue as 

it is, then it has got to build a proper 

firewall, it’s got to take steps to secure 

the weakest members of the eurozone, 

or it’s going to have to work out it has to 

go in a different direction.”  

Thus spoke the Tory to the House of 

Commons on 16 May 2012 

Well, some would say to that “you’ve 

got some nerve, Dave”. Can you imagine 

any other country in Europe that would 

be less welcome to offer advice on crisis 

management in the eurozone? OK, the 

Russian tax haven of Cyprus might give 

Cameron a little competition perhaps. 

But until he has kept his promise and 

organises a referendum on the UK’s 

membership of the EU, London’s wisdom 

will most likely only be listened to on the 

Isle of Man.  

Will 2013 be a year of groundbreaking EU decisions? The economic crisis ignited debate on “genuine 
economic and monetary union” in Europe – in other words more integration, less power for nation 
states and a massive challenge for democracy in Europe. The reality that lies behind our politicians’ 
words on the EU’s future is more complicated than they like to admit. So, here’s Fresh Thinking’s 
piotr Buras’ analysis of what some European leaders are saying and what their words actually mean.  

decoding our politicians



Zooropa – how Spain’s animals are feeling the crisis
 

with more than 145,000 animals  left in the streets each year, Spain tops the list for abandoned animals in Europe. But the numbers 

have been increasing in recent years to include not only domestic pets, such as dogs or cats, but even horses. The economic crisis 

is considered to be the main cause for the increase. Ranchers who cannot afford the maintenance costs of these animals have been 

forced to send them to slaughter. About 5,000 horses are killed each month in Spain. Abandonment of horses has tripled in the past 

year and a half.  

 

Photographs by Fernando Gutiérrez Juárez
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Several organisations are trying to protect the animals at risk but their capacities are being stretched.



The rising numbers of abandoned animals are challenging … 

18



… due to cuts in government and private financial support. Restricted lending from the banks is also an issue.
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Stray animals are an increasingly common sight. 



The financial crisis is also affecting the farming sector. Farmers have been forced to send thousands of horses to slaughter.
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Understanding 
Finland’s eurosceptic 
surge

The massive rise in support for the True Finns party in the last 
election, and the country’s support of austerity, is bound up in its 
history, says matti Ylönen.

It was a “groundshaking surge”. Finland would have to “rewrite the electoral history book”. 

This was “a landslide”. Finnish newspapers almost ran out of superlatives reacting to the 

parliamentary election results in April 2011. The right-wing National Coalition received 

the largest number of votes but the True Finns dominated the debate. What used to be 

a minor group of only five representatives turned overnight into a major political force 

of 39 MPs. In context, that means with only 39,063 votes short of becoming Finland’s 

biggest party, the True Finns now had 19.1 % of the popular vote. The party had its 

influential xenophobic wing – in line with many of its European sister parties – but it was 

EU politics that became the battlefront during the elections.

“When I had the honor of leading the True Finn Party to electoral victory in April, we 

made a solemn promise to oppose bailouts of eurozone member states,” said Saim Timo 

Soini, the party leader, to the Wall Street Journal in May 2011. 

Government negotiations were painful and full of drama. The National Coalition’s lead 

was narrow. It needed either the True Finns or the Social Democrats to form a majority 

government – and the small parties too. Many options were genuinely open. Timo Soini 

rejected calls for government and got instead four years to teach his diverse and often 

unpredictable group of parliamentary freshmen on how to do politics. The new govern-

ment was formed between the National Coalition, Social Democrats and other small 

parties from the Left Alliance to the Christian Democrats. 

“We don’t have a common ideology… In a situation when you don’t share any ideol-

ogy, you need to rely on pragmatism,” is how Prime Minister Jyrki Katainen explained 

the government’s position to the national broadcaster YLE in September 2012. Since 

2011, the government has been aligning itself with Germany and other austerity hawks 

demanding harsh economic measures from the debtor countries no matter what the 

Finland was the only European  
country that paid back its debts from  

the Second world war in full
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costs are to the social sector and long-term growth. However, Finland has also 

demanded complex collateral arrangements for its contributions to the loan pack-

ages and found a more critical tone in its rhetoric in EU discussions. While few 

people understand the algebra behind these arrangements, the general consen-

sus is that Finland’s economic burden is slightly lighter with them than it would 

be without. Newspaper Helsingin Sanomat commissioned a Gallup poll on the 

collaterals in September 2011. The result was that a narrow majority, 53 % of the 

population, saw them as a positive thing. “Greece has not complied with the EU’s 

principles, but many other EU members are to blame too. The common economic 

discipline has not been adhered to,” said one voice from the streets of Helsinki, 

interviewed by the newspaper

There are a few things in Finnish history that help explain some of the current 

attitudes towards debt. In the 1980s credit was cheap and banks were eager to 

lend with few questions asked, and often in foreign currencies. The economy 

boomed. Then came the 1990s. The Soviet Union collapsed and took down with it 

the reliable profits from its bilateral trading agreements. At the same time, Finnish 

banks turned out to be almost bankrupt after a decade of reckless lending and 

risky ventures at home and abroad. The government was stubborn in defending 

the strong pegged currency, which contributed to the rise in unemployment to 

nearly 20 %. In the end it was in vain, as the Mark had to be devalued. The result 

was the deepest financial crisis any OECD country had experienced since the great 

depression. The government was very close to asking for a bail-out programme 

from the IMF. 

debt and the Finnish mindset

YLE captured the general mood in its magazine programme in October 1991: 

“Just a few years ago we were heading to the heaven of free markets. Now every-

thing is going straight to hell. The downhill of our economy has been very short in 

time but extremely slippery”. The years that followed were a period of collective 

hangover. Social benefits were cut, state-owned companies were privatised, and 

several corporate and capital friendly tax reforms were introduced. The social cost 

of the crash was enormous, and still endures. It has also been a further contribut-

ing factor behind the rise of the True Finns. Contrary to most of their European 

sister parties, they run on a left-leaning “social democratic” economic and social 

policy agenda. Paying back the financial crisis debts became a national project 

– just like it had been with paying back war debts after the second world war. It 

is interesting to note that it was the second time that government debt became a 

national project. As all Finnish elementary students are taught, Finland was the 

only European country that paid back its debts from the second world war in full. 

That, too, is part of Finnish history.

The Nordic countries are often regarded as success stories in bringing the 

Keynesian welfare state policies from the decades of cold war into the present day. 

The picture is misleading. Finland may still score high in well-being rankings, but 

The focus has been on the  
corruption of politicians and  

political parties in Greece



2424

it is more a result of capitalising on the social welfare created during the welfare state 

years rather than cherishing and building on it. The reasons behind this are complex. 

But the triumph of neoclassical thought as the only mainstream discipline behind Finnish 

economic policies has been striking. 

The Soviet hangover

The cold war was a time of heated battles between different economic schools – from 

Marxists to Keynesians to neoclassical strands. After the end of the cold war, left-wing 

economics had a social stigma much worse than in most of the Western European 

countries. Neoclassical ideas triumphed as the universities and research centres became 

void of competing ideas and schools of thought. The rapid shift was probably acceler-

ated by the lack from strong partisan think tanks and foundations that exist in many of 

the Western and northern European countries.

Today, the economic policies and academic discussions have focused largely on 

balancing budgets at home and elsewhere through internal devaluation and austerity 

budgets. This mainstream academic thinking has affected the public discussion in politics 

and media and these economic ideas give credibility to popular demands for Greece 

and Portugal to cut their spending and pay back their debts, no matter what the costs. 

“No one wants to see ordinary people in Greece suffer, but the political leaders have 

to bend and try ever harder”, demanded the Helsingin Sanomat newspaper in an editorial 

in November 2012. Other similar statements have been common. The focus has been, 

at least until very recently, on the corruption and misgivings of politicians and political 

parties in Greece. Alternative policies, for example on the role of maintaining consumer 

demand or expansive monetary policy, or the role of banks and European tax havens 

behind the sovereign debt problems, are much less common and visible. Personal 

contacts from Finland to Greece and Portugal are rare and thus the circle is complete. 

Populism on debt and austerity gain fertile ground in which to bloom. 

critical future

Helsingin Sanomat commissioned a Gallup poll on Finnish attitudes towards the 

euro in November 2011. The results were clear: only 28 % of the Finns preferred to 

leave the euro. “Even though the European economic crisis and financial support to 

particular countries have gathered attention, the citizens have not turned more critical 

towards the EU and euro,” was how the newspaper analysed the results. The picture 

is thus quite fragmented. 

Recent statistics on Finnish exports and employment have raised alarm in the press 

and amongst politicians – Finland may be heading towards recession too. The political 

results of that possible downturn remain to be seen.

 

Matti Ylönen is a 32-year-old Finnish journalist and author of several non-fiction books 

concerning international development, the global economy and Finnish politics. 

when you don’t share any  
ideologicalism, you need to  

rely on pragmatism
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a very German obsession

Mark Schieritz looks at why one of the strongest and richest of the European nations  
is so committed to austerity measures.

while support for harsh fiscal adjustment 

programmes imposed on Europe’s crisis 

countries might be declining, they are still 

popular in Germany. Why does the Ger-

man government cling to a view that is 

increasingly discredited internationally? 

The answer has three dimensions: 

history, experience and politics. Regard-

ing history, the view that austerity and 

structural reforms are essential to eco-

nomic success is deeply rooted in the 

German economic tradition. 

As in most countries in the west, 

German economists flirted with Keynes-

ianism after the second world war and 

subscribed to supply-side views when 

the period of stagflation following the 

oil shocks of the 1970s seemed to have 

revealed the shortcomings of demand 

management. But while the conserva-

tive backlash was quickly followed by a 

consensus approach, German academics 

stuck to a strictly supply-side view, which 

shaped the mindset of policy-makers in 

the government and the central bank. 

An important reason for this develop-

ment is that supply-side economics cor-

responds well with Ordnungsökonomie, 

a unique and highly influential strain of 

economic thinking that emerged in the 

1940s. The basic claim of Ordnungsöko-

nomie is that the government should limit 

its economic policy activities to setting 

the framework within which market 

forces are allowed to operate and refrain 

from discretionary interventions. These 

interventions are considered ineffective 

– and even if they were the government 

cannot be trusted to apply them correctly 

because politicians care about re-elec-

tion and not about general welfare. 

This puts Germany in a curious posi-

tion. Its high taxes and generous wel-

fare state are typical characteristics of a 

centre-left approach. However the focus 

on incentives in the longer term and the 

refusal to accept monetary and fiscal 

policy as a tool to stabilize the economy 

put it firmly into the conservative camp. 

crisis management

Turning to experience, the story of how 

Germany got over its own crisis is cru-

cial for understanding how officials see 

the current turbulence. Germany’s unit 

labour costs rose sharply after re-unifi-

cation and controversial social and eco-

nomic reforms were launched amid weak 

growth and high unemployment to bring 

costs down and improve competitiveness. 

An export-led boom brought down unem-

ployment in the subsequent years. 

Little wonder then that the Germans 

believe that others can learn a lot from 

their experience. However this narrative 

tends to overlook that a number of spe-

cial factors supported the country’s rise. 

A boom in the world economy pushed 

up the demand for German goods, 

while global growth is meager these 

days. In addition, the German govern-

ment at the time breached the EU fiscal 

rules because it feared the budget cuts 

required to meet them would cripple 

the economy – which is something the 

current government denies the crisis 

countries. 

With respect to politics, from the 

beginning the German government felt 

constrained by a domestic electorate 

hostile to helping out other European 

nations. As a consequence, the strings 

attached to loan programs are in part 

aimed at allaying sceptics at home. The 

most remarkable example is Greece, 

where German officials demanded a 

degree of conditionality that was consid-

ered too harsh and self-defeating by the 

International Monetary Fund. 

With much of peripheral Europe 

now caught in a deep recession, have 

the Germans changed their mind? Not 

if one looks at official statements which 

defend the austerity approach. Behind 

the scenes however, some adjustments 

are going on. Germany tacitly backed the 

decision of the European Central Bank to 

buy the bonds of the crisis countries in  

order to prevent spreads from exploding. 

German officials also acknowledge that 

higher wages in Germany will increase 

demand for goods from the rest of Europe 

and so help to overcome the crisis. 

It remains to be seen to what extent 

this flexibility becomes policy.  

 

Mark Schieritz (1974) was an editor for 

the Financial Times Deutschland before 

becoming the financial writer for Ger-

man weekly Die Zeit.
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The major problem facing education in 

Spain is the high percentage of young 

people between 16 and 24 who obtain 

no educational qualification beyond com-

pulsory school age or who do not go on 

to further studies after completing com-

pulsory schooling. This has three causes. 

First, historical inertia: the illiteracy rate in 

Spain was almost 10 % in 1980. Second, 

the reform of education in 1990 under a 

socialist government put obstacles in the 

way of access to higher education. The 

reform, inspired by the principle of equal-

ity of opportunity, extended compulsory 

schooling up to 16 years of age, putting 

an end to the separation of curricula into 

an academic and a vocational stream at 

14 years of age. But, despite its good in-

tentions, it had the unintended effect of 

placing barriers to higher education. 

This was due to the curriculum being 

dominated by academic topics, at the 

expense of vocational subjects, which 

caused unmotivated students to drop 

out without even graduating. Third, edu-

cational methods that were effective for 

students selected for them at 15 years 

old were never modified to deal with a 

more diverse and complex student body. 

All this created a barrier to obtaining the 

qualification for the compulsory stage. 

Here’s proof of this fact: some autonomous 

It is assumed that 
if competition is 
a good thing in 

the production of 
thumb tacks, it 

will also be useful 
in education

Is Spain neglecting its 
children’s future?
A mix of influences, ranging from well-intentioned but counter-productive policy changes to the bursting 
bubble of the property market, has left Spain with a compromised generation with little chance of getting 
a higher education, writes José Saturnino Martínez-García. 
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communities are in the list of regions with 

the best performance results in educa-

tion in the whole of Europe (these regions 

included Madrid and Castilla y León), 

despite a 20 % failure rate to obtain the 

qualification for the compulsory stage.

Added to these unintended conse-

quences of the educational reform were 

the destructive effects of the real estate 

bubble on education. The country’s entry 

into the eurozone brought with it rates of 

interest suited to more developed econo-

mies, but which were very low for econo-

mies on the periphery. Neither the Conser-

vatives nor the Socialists were interested in 

controlling the arrival of cheap capital and 

even the Banco de España failed to take 

action to control the resulting excesses – 

excesses which particularly affected the 

real estate market. The huge expansion of 

this sector created a demand for unquali-

fied labour that was covered in part by the 

arrival of new immigrants, but also in part 

by young people who had not completed 

their studies. On top of this, another very 

important sector in the Spanish economy, 

the hotel industry, also requires a unquali-

fied workforce. Evidence of all this is seen 

in the disparities in the drop-out rates from 

autonomous region to autonomous region. 

The rates are higher in areas where there is 

more construction or hotel industry. 

The credit squeeze caused by the 

international financial crisis burst the con-

struction bubble, dealing a double blow to 

the Spanish economy. It led to a substan-

tial drop in tax revenues and caused sav-

age destruction of employment. Of the 2.7 

million jobs lost between 2007 and 2011, 

2 million were either in the construction 

sector or in sectors allied to it. 

The increase in unemployment also 

caused expenditure on unemployment 

to skyrocket. The combined effect of 

reduced revenues and greater expenditure 

on unemployment turned the balance of 

payments of the Kingdom of Spain, which 

was in surplus in 2007, into a 9 % deficit in 

2010. The Socialist government handled 

this situation by concentrating more than 

other governments on reducing spend-

ing as opposed to increasing taxes. The 

Conservatives got into power at the end of 

2011, and in 2012 they were faced with 

another crisis. The destructive effect of 

the construction bubble had reached the 

financial sector by then and the govern-

ment, under pressure from the European 

Union, was forced to include the private 

banking losses, attributed to the collapse 

in the sector, in the public deficit.

The whole of this crisis has had two 

consequences for education. One of these 

can be characterised as the “unemploy-

ment effect”: youth joblessness (affecting 

16 to 24-year-olds) reaching 53 % has ren-

dered the job market less attractive than 

before. This latter effect is shown in the 

considerable reduction in the rate of early 

school leaving before attaining a qualifica-

tion. The 2008 rate of 31.9 % had dropped 

to 26.4 % by 2011. The other impact can 

be referred to as the “snip effect”: bud-

get cuts have been so deep and abrupt 

that they are going to have serious con-

sequences on quality in education. While 

investment in education was 5 % of GDP 

in 2009, it is projected that it will be only 

3.9 % in 2015, a state of affairs not seen 

since the mid-1980s, and one that will 

leave us below the OECD average by a 

considerable distance. The cut is drastic 

enough to justify the prediction that the 

snip effect might even have an influence 

on the unemployment effect. 

The Conservative government has 

designed a series of disingenuous ratio-

nalisations to help them justify making 

cuts on this scale. One of their ploys is to 

point to the available empirical evidence 

suggesting that above a certain threshold, 

any further investment in education will 

not necessarily produce an improvement 

in education. But this evidence conceals 

two fallacies. First, just because increas-

ing investment does not help, it does not 

follow that reducing expenditure does not 

hurt. For example, if teaching staff have 

become accustomed to working with a 

particular number of students and with 

particular resources and resources are 

then reduced too sharply, teaching qual-

ity will suffer. The second fallacy is that 

of comparing situations which in reality 

are not comparable. For example, the 

This results 
in teachers … 

restricting their 
activities to the 

monotonous task 
of preparing their 
students to pass 

their tests

Children demonstrate in Barcelona against cuts in education. The sticker says:  
“The education investment for the future”.
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Conservatives tell us that more has been 

spent per student over the past decade 

without achieving any improvement in 

educational results. But they do not take 

into account that the immigrant popula-

tion in the classroom has increased over 

this period, rising to more than 10 % today, 

while the two-year extension in compulsory 

schooling, combined with social develop-

ments and new knowledge, have made 

new educational demands on centres.

In order to minimise the impact of 

these reforms, the Conservatives have 

put in train a series of measures imbued 

with the sort of business consultancy atti-

tudes that have dominated the debate on 

educational reform in the last decade. This 

debate is based on the false assumption 

that it is possible to control education in 

the same way as any other productive 

process. 

The product that emerges from this 

process is the award of marks to students 

on the basis of standardised tests of their 

competencies and knowledge. And since 

we are dealing with a product, what it 

needs is for us to incentivise competition 

between centres of education, publishing 

average results in such tests. It is assumed 

that if competition is a good thing in the 

production of thumb tacks, it will also be 

useful in education. No matter that the 

evidence coming from the US and the 

UK since similar policies were applied not 

only fails to support such conclusions, but 

indeed shows evidence of their distorting 

effects. This type of reform is no more than 

a clear illustration of Campbell’s Law: “The 

more any quantitative social indicator is 

used for social decision making, the more 

subject it will be to corruption pressures 

and the more apt it will be to distort and 

corrupt the social processes it is intended 

to monitor”. 

In the case of education, this results in 

teachers abandoning the complexities of 

their experience in education in order to 

restrict their activities to the monotonous 

task of preparing their students to pass 

their tests. It may be that this measure 

will look like a success for the Conserva-

tive party Partido Popular (PP), as teach-

ers will certainly prepare their students 

to pass their exams. However, it will be 

accompanied by another effect  that may 

be expected to further increase the drop-

out rate. After three decades of criticising 

the legislation passed by the Socialists 

in the 1990s, Mariano Rajoy is holding 

onto the worst mistake of that period, a 

mistake that the Spanish Social Democrats 

(PSOE) made good in 2010 in its Sustain-

able Economy Act. Its error was to create 

a “dead end”, that is to say, the possibility 

for young people to obtain a qualification at 

the end of their time in compulsory school-

ing that does not allow them to enter any 

kind of higher education. The objective of 

this measure is to improve the standards 

for young people continuing their stud-

ies at the cost of completely ignoring the 

needs of those who have not attained the 

qualification. This error disproportionally 

affects young people of working-class ori-

gin, having the particular effect of imped-

ing their progress into post-compulsory 

vocational education, thus increasing 

inequality of opportunity.

In short, as well as the damage that the 

education cuts will surely cause, one may 

add the perverse effects of evaluating the 

educational process on the basis of high-

stakes tests and the setting up of barriers 

to higher, post-compulsory education.  

 

José Saturnino Martínez-García, is Assis-

tant Professor of Sociology (University of 

La Laguna). He was senior advisor of the 

José Luis Rodríguez Zapatero govern-

ments from 2007 to 2011.

The “unemployment effect” has had an impact on young people between 16 and 24. Some have to continue living at home.  
Unemployment reached 53 % in Spain in 2012. 
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François Hollande brought an end to 10 

years of the right’s uninterrupted domina-

tion of French politics. But his electoral 

victory coincided with a highly sensitive 

time for France and Europe. Moreover, 

his political agenda is not without risks, 

both politically and economically.

Since the early 2000s the French 

right has been slack in its management of 

public finances, consistently cutting taxes 

on the wealthy and on businesses but 

without reducing public spending. This 

led to a sharp increase in France’s public 

deficit even before the crisis: between 

2000 and 2008 France’s public deficit 

rose by 11 GDP points versus only 1 GDP 

point in the Eurozone on average. Such 

poor management of the country’s bud-

get culminated with Nicolas Sarkozy and 

the bluster that accompanied the series 

of tax breaks he announced when he 

gained power in 2007. Such lax budget 

control has undermined the credibility of 

French leaders in Europe, especially in 

the eyes of German leaders.

During the crisis Nicolas Sarkozy 

reacted to this loss of credibility by “cling-

ing” to Angela Merkel in a close alliance. 

This logic culminated in the adoption of 

the Treaty on Stability, Coordination and 

Governance (TSCG) March 2012. Aware 

of the major danger that the suicidal 

policy of widespread and excessive aus-

terity advocated by Angela Merkel could 

hold for the Eurozone, François Hollande 

intends to pull his weight with his Euro-

pean partners by realigning economic 

policy in Europe, as he began to do at 

last June’s summit which spawned the 

Banking Union project and paved the 

way for Mario Draghi’s proposal for inter-

vention by the ECB to bail out financially 

distressed countries.

To establish his credibility in Europe, 

in particular among German leaders and 

public opinion, François Hollande, unlike 

Nicolas Sarkozy, believes that he must 

demonstrate his ability to keep a tight 

rein on France’s public finances. This 

explains Hollande’s risk-fraught aim of 

reducing France’s public deficit from 

4.5 % of GDP in 2012 to 3 % in 2013. 

Until now, the French economy has done 

better at withstanding the Eurozone cri-

sis than most other European econo-

mies, mainly because French consumer 

spending has held up contrary to most 

of France’s Eurozone neighbours where 

it has nose-dived. In 2012, France is on 

the brink of a recession and the strin-

gent budget programme that François 

Hollande has introduced could possibly 

plunge the French economy into the red 

next year. France’s budget squeeze will 

mainly impact on the richest and larg-

est companies – which should limit any 

harm to French business in general. If 

the French economy slips into reces-

sion – a far from reassuring prospect – it 

would spark widespread mistrust and 

hike up interest rates, as we have previ-

ously witnessed in Italy. If that happens, 

François Hollande will fail to meet his 

goal. This is not merely a French issue: 

if France’s budget policy reduces French 

consumer spending, it will have serious 

consequences throughout the Eurozone. 

Following the collapse of demand for con-

sumer goods in Greece, Ireland, Portugal, 

Spain and Italy, the level of consumption 

in France has largely prevented the Euro-

zone from plummetting. 

In short, François Hollande’s Euro-

pean strategy combines an attitude 

towards Angela Merkel that is more active 

than Sarkozy’s with strict internal ortho-

doxy. This strategy, while understandable, 

entails risks for France and for Europe as 

a whole.  

 

Guillaume Duval is editor-in-chief 

of monthly magazine Alternatives 

économiques, www.alternatives-

economiques.fr  

Is Hollande’s plan for France 
risky for Europe?

After a decade of rightwing rule in France, Guillaume duval assesses the country’s new progressive 
prime minister’s financial agenda and what it could mean for his nation and the Eurozone.
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Marshalling a plan for Europe’s 
economic crisis
If previous financial crises have taught us anything, it is that too much austerity doesn’t work. Fresh 
Thinking’s Piotr Buras talks to economist Stephany Griffith-Jones about alternative ways to address the 
new dangers in the eurozone. 

can Europe learn from the developing 

countries? Four years into the economic 

crisis and it is no longer an absurd idea to 

look for solutions that draw on the expe-

rience of, say, Brazil, or Chile. Professor  

Stephany Griffith-Jones has advised gov-

ernments and international organizations 

around the world for many years and has 

a comprehensive overview of the euro-

zone’s problems. She works closely with 

FEPS on ideas for economic growth in 

Europe. Our plan to meet for an interview 

was cancelled at short notice because of 

her visit to Greece. But back in New York, 

she Skyped Fresh Thinking to share her 

thoughts on Europe’s precarious situation. 

 

The eurozone is in recession – in the 

third quarter of 2012 Gdp dropped 0.1 % 

for the second time. The double-dip 

scenario is here. Is this an inevitable 

transition period on the way to recovery, 

or is it a sign of failure in the EU’s 

strategy for fighting the economic crisis?

To a very large degree it is a failure of 

the current strategy which completely 

ignores the lessons of history. The Greek 

GDP has fallen by 20 %. We haven’t had 

financial crises with such a fall of the 

GDP since the 1930s.  

The current measures are based upon 

bad economics because they ignore an 

obvious thing: if you impose the same 

austerity measures on a number of 

countries that trade with each other it 

has direct effects not only on the national 

economies but also on the trading 

partners.  

The German economy is slowing down 

today because the domestic demand in 

Spain or Italy is collapsing. As Europe is 

a big trading bloc within itself and with 

the rest of the world. It also affects the 

rest of the world, having a depressing 

effect on the US or China, which then 

again feeds back. We know from the past 

that austerity measures implemented at 

the same time in different countries do 

not work. The 1930s crisis is a telling 

example. And we know also the experi-

ence of Latin America and Asia where 

similar austerity packages were imple-

mented. In Latin America the result was 

a lost decade of development in the 

1980s. This is not something we should 

wish on Europe. 

In June 2012 the EU adopted the €120 

billion growth package to stimulate the 

economy. Half came from structural 

funds and half from the European 

Investment Bank to support private and 

public investors. Is this a light at the end 

of the tunnel?

I am glad that the Growth Pact builds on 

a lot of ideas developed, among others, 

at FEPS and other progressive institu-

tions. What is positive is that the EU gov-

ernments agreed that the capital of the 

EIB would be almost doubled. According 

to our estimates it could increase the 

lending by almost €100 billion in total. 

There are other measures, like project 

bonds, which inject money from the 

structural funds and bring in the private 

sector. However, the implementation is 

very slow. For example, we suggested 

a very sharp increase in the role of the 

EIB. The EIB was meant to be the major 

vehicle of the program. But if we look at 

the figures for this year the EIB’s actual 

lending is much lower than 2011. 

what would a fully fledged strategy to 

fight the economic crisis look like?

Stephany Griffith-Jones
Professor Stephany Griffith-Jones is Financial Markets Program Director at the Initiative for Policy 

Dialogue at Columbia University. 

She was Professorial Fellow at the Institute of Development Studies and was a member of the 

Warwick Commission on Financial Regulation. She has published widely on the international 

financial system and its reform and is a consultant for the Foundation for European Progressive 

Studies (FEPS).  
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There are basically three things you 

can do to promote growth. First, you 

should quickly support a massive push 

on growth at the EU level. The EIB is 

a great idea because of its leverage: 

€10 billion generates an investment of 

around €100 billion. Secondly, you have 

to have measures on the national level. 

Germany, especially, should be able to 

have a more expansionary policy, both 

in terms of increasing wages and hav-

ing a less tight fiscal policy. There are 

good reasons for that: Germany has no 

problems in borrowing money because 

of very low interest rates. And the 

German economy is slowing down so 

that it would benefit from such a relax-

ation itself. There are estimations that if 

the UK undertook fiscal consolidation 

when the economy has recovered a bit 

from the recession the net impact on 

the GDP over a 10-year period would 

be 16 % higher. Fiscal austerity during 

recession is not a good idea. The third 

way is the policy by the ECB, which has 

had a very positive effect so far as it 

lowered the interest rates, the spreads, 

for the bonds of the poor countries like 

Greece or Spain. They helped contain 

the crisis. 

you suggest a Keynesian programme 

to stimulate growth. The counter 

argument is that a lot of money has 

already been spent on the south 

with poor results. why should a new 

Marshall plan help?

Well, a lot of money given to these 

countries in the last few years was to 

pay back debts, particularly to German 

or French banks. This money is not 

just going to the Greeks or Irish, a lot is 

simply going to the private banks. It is 

OK and even necessary, since a crisis 

of the banking system is a scenario we 

want to avoid at all costs. But we should 

be clear. The help has been related to 

the servicing of the debt, but not really 

to helping the people. The salaries of 

public officials in Greece have fallen 

about 30 %, the pensions about 15 %. 

The people do not really feel that they 

are helped by the Germans. Germany 

itself was helped massively after the 

second world war by the Marshall 

plan and a massive forgiveness of 

the debt. Today we particularly need 

a mechanism to deal with the debts. 

I understand German reluctance for 

Eurobonds. But if they were designed 

well, like the ECB interventions, they 

could be helpful as a medium-term 

solution for the crisis. Germany is suffer-

ing at the moment under the stagnating 

economy. It would be in its interest to 

support the countries of the south.

yet the German economy proved to be 

robust. can EU member states learn 

anything from Germany, for example 

labour market reforms or fiscal policy, 

or even emulate the German model? 

I would rather copy other elements 

of the German model. For example, 

the professional training and the way 

technicians are put into industry instead 

of going only to universities. Or the 

close links between banks and industry. 

I would absolutely recommend the 

public development bank model, the 

KfW (Kreditanstalt für Wiederaufbau), 

the second largest commercial bank in 

Germany. Interestingly, it was born out 

of the Marshall plan. The experience of 

KfW is positive both in terms of promot-

ing growth in strategic sectors and in 

finding additional finance. A similar 

model was introduced in Brazil where 

it helped it get out of recession. Joining 

the forces of the national development 

bank and the private sector is some-

thing we should think about. Germany 

is good at investing in the right sectors 

and has a finance system designed to 

support the real economy. These are 

the secrets of the German success. 

The main cause of the eurozone crisis 

was the financial crisis. Has enough 

been done to regulate financial markets 

to prevent further financial turbulence?

We certainly need much more radi-

cal thinking about the financial sector, 

which goes beyond regulatory changes 

done so far. There should be a sharp 

distinction between investment and 

speculative banking and normal bank-

ing. I would even say that some activi-

ties in the banking sector, like deriva-

tives that serve no net social function, 

should simply be forbidden. Besides, 

the new regulations are often complex 

and allow for loopholes. There is still 

much improvement needed.

will the year 2013 bring a 

breakthrough in the European 

economy?

There is a growth package in place 

with €100 billion to stimulate growth. 

This amount could generate a number 

of jobs – 1.2 million by very conserva-

tive estimates. But we have 18 million 

unemployed in the EU.  

It would increase the GDP 0.5 %. If 

we move into recession it will not be 

enough. Ideally, you should do it quickly 

and more on the European level. But 

we all see that the debate on the EU 

budget is going in the opposite, in 

the wrong, direction. There is rather 

talk about cutting expenditure. It is 

extremely unhelpful. Of course, you 

have to channel this money in the right 

direction – investment in research and 

innovation instead of agriculture. The 

EU budget should do two things: stimu-

late demand, but also help restructure 

the European economy.  

I do not believe that the structural 

reforms on their own will be enough. 

You also need to upgrade the education 

system and support innovative compa-

nies. We should look at countries like 

Brazil or China. They are doing that like 

crazy. If we want to stay a competitive 

economy in the next 10 to 20 years we 

should be following this way. Instead, 

we talk about cutting. That is my main 

concern for the long term.

piotr Buras is a contributing 
editor for Fresh Thinking and a 
journalist for Gazeta Wyborcza.
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Notes on 
a crisis

“What is the most 
important measure that 

needs to be taken in the 
current state of socio-

economic crisis in Europe?” 
That’s the question we put 
to three leading European 

progressive politicians. Here 
is what they said. 

Katarina Nevedalova 
Member of the European Parliament  

and Vice President of the Party of European Socialists  

 

If the last years in Europe have taught us 

one thing, it is that there is no “silver bullet” 

for getting out of the economic crisis. 

Having said that, there is one measure, 

and one group I would like to focus on. 

The measure is a European Youth Guar-

antee and the group is the young people 

of the EU.  The effect of the economic 

crisis on this vital constituency has been 

profound.  There are 94 million people in 

the EU between the ages of 15 and 29. 

In 2011 only 34% of this number was in 

employment. In several countries over 

half the young population is unemployed. 

Europe’s future itself is at risk when young 

people are marginalized from the labour 

market. Four years after the beginning of 

the recession, almost 26 million Europeans 

remain unemployed; 5.5 million of them 

are young people. Whole segments of the 

population have been excluded from soci-

ety. Think of it: four years of recession is a 

very long time. If you are young, it is a life-

time. It is your entire time spent at college. 

It is the shift from adolescent to adult. Four 

years is too long a recession for any age 

group, but for the young it could have a 

lifetime of repercussions. In 2011, 14 mil-

lion young Europeans were not in employ-

ment, education or training (NEET). That 

means almost total exclusion from society. 

This is why we need a European Youth 

Guarantee as a vital measure of recovery. 

NEET is a cold acronym that hides the 

human tragedy. It is worth pausing to think 

what a “NEET” is, what no job, no educa-

tion and no training means. Imagine wak-

ing up every morning, confronted with the 

harsh reality of having no job to go to, no 

training centre, no university or college?

For millions of Europeans today, in 

each of our member states, in each of our 

cities this is the reality. The flagship cam-

paign of the Party of European Socialists 

(PES) - “Your future is my future – a Euro-

pean Youth Guarantee now!” - demands 

a guarantee that ensures that every young 

person is offered a job, further educa-

tion or work-focused training within four 

months after leaving education or becom-

ing unemployed. In less than one year, the 

scheme has already been supported by 

thousands of people across Europe. The 

economic cost of youth unemployment 

is estimated at over €150 billion euro, 

the human cost is beyond calculation: 

the problems of growing inequalities, an 

increasing poverty gap and yet more 

difficulties for women in accessing the 

labour market all exacerbated by rising 

youth unemployment. For only €10 billion, 

a fraction of the cost of unemployment, 

we can bring 2 million young people out 

of unemployment by 2014. 

The idea of a Youth Guarantee was 

first piloted and implemented in Austria. 

Now, thanks to our concerted efforts 

across the European socialist and social 

democratic family, governments and par-

ties across Europe are taking inspiration 

from this example. At European level, the 

European Commission has taken the first 

steps towards a guarantee, thanks in part 

to the efforts of Social and Employment 

Commissioner László Andor. If everything 

develops as expected, a youth package 

will be presented in December, including 

a proposal for a Council Recommendation 

on Youth Guarantees and a Quality Frame-

work for Internships. And that is not all. 

Joan Burton, Ireland’s minister for social 

protection, announced that the European 

Youth Guarantee will be a priority for the 

Irish EU Presidency in 2013. All of this 

marks a major turning point, the key to 

push our progressive agenda for the guar-

antee and beyond. The next six months 

will be pivotal. Our way out of the crisis 

starts by implementing one measure at a 

time, and this is what the European Youth 

Guarantee symbolizes: new commitments, 

new beginnings and new opportunities. 
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Hannes Swoboda 
President of the group 

of the Progressive 

Alliance of Socialists 

and Democrats

There is no single cause for the current 

global economic crisis. There are many in-

dependent causes that resulted in a prob-

lematic economic situation and – through 

bad policies and governance decisions 

– culminated in the crisis we face today. 

Insufficient regulation of the financial mar-

kets, the US property and credit bubble 

that burst in 2008, the extreme debt lev-

els in some European countries such as 

Greece and risky mortgage practices such 

as those seen in Spain all contributed to 

today’s crisis. 

And just as there is no single cause 

for the crisis, there can be no single mea-

sure to magically end the crisis. But there 

is one fundamental principle that must 

be applied in all policies aiming to end 

the crisis: social balance. The one-sided 

austerity policies that conservative gov-

ernments have pushed have suffocated 

growth in European economies and led 

to unacceptable living standards for many 

citizens, in particular in those countries 

where troikas are imposing an austerity-

based agenda. Increasingly, they are 

becoming “Destroykas”.

Social balance is the non-negotia-

ble, fundamental principle that must be 

applied in all efforts to achieve fiscal bal-

ance. Social imbalance and inequality 

have led to the disastrous living condi-

tions we witness today where in the most 

prosperous continent in the world some 

parents no longer know how to provide 

food for their families, medicine for the sick 

or education for the young. 

Social balance will offer EU mem-

ber states a steady and long-term path 

towards fiscal consolidation, targeted pub-

lic spending and solid economic growth. 

And social balance will allow EU citizens 

to live decent lives. This is the task of the 

European Union and it must be the guid-

ing principle in all measures taken to end 

the crisis.

pier luigi Bersani
Secretary of the Italian 

Democratic Party, 

former Minister of 

Economic Development

a number of internal contradictions have 

become apparent to Europe in light of the 

global crisis. These weaknesses are mainly 

derived from inappropriate policies aimed 

at addressing the differences of competi-

tiveness between its areas that, accentu-

ated by particular finance mechanisms, 

have led Europe along a route of worsening 

economic imbalance.  

The austerity measures implemented 

to date, focusing on wage reduction and 

welfare cuts, have triggered a recessive 

spiral and an increase in public debt. Solu-

tions have given rise to the social tensions 

that are emerging throughout Europe: 

sacrifices are inevitable, but the load 

on the real economy must be lightened. 

It requires a burst of acceleration that 

combines necessary fiscal consolidation 

to revive the economy, through demand 

side asymmetric policies.  

Certain priorities must be identified 

if Europe is to be saved. A fiscal union, 

which includes the so-called Golden Rule, 

a loosening of pro-cyclical budgetary poli-

cies and double-speed inflation objectives, 

higher for the core countries.  European 

investments, defined in a green strategy 

of industrial policy, financed by EU-project 

bonds and taxes on speculative financial 

transactions.  A wide-ranging and effec-

tive banking union. The Community coor-

dination of taxation policies as an offen-

sive against all the tax havens. A standard 

European wage. A common mechanism 

for restructuring unsustainable sovereign 

debt.

While the crisis gathers pace, solutions 

are slow to appear. Yet despite this, there 

are no inevitable destinies. Only through 

cooperation and full political integration 

within the eurozone can Europe appear 

on the global scene as a great power and 

rebuild the civilised conditions of work and 

democracy for the middle classes in the 

“Asiatic century”.
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Obama is known for his com-
mon sense, his moderation and 
his vision of a US adapted to the 
new times. Far from Bush’s excess, 
Obama has put the most essential 
political power back to its original 
position as the most respected 
country, not the most feared. He 
knows that he must avoid any 
unilateralism, something that 
not even the US can afford any-
more. Maybe his biggest success 
[…] was to sort out the danger of 
turning the recession inherited 
from Bush [into] an American and 
world wide depression, and put 
his country instead on the path 
to (still modest) growth. 

El País, Spain

34

what’s making Europe talk
After a controversial campaign, which seemed to be on a knife edge, Barack Obama beat 
Republican candidate Mitt Romney by a clear margin. Europe featured little in the debates in the 
run-up to the election. But what does four more years of a Democratic president mean for those 
countries on this side of the Atlantic?  
 
We have collected together what some of Europe’s leading newspapers had to say on the subject.

Europe must face facts: it is no longer considered a 
strategic priority by the US. The new President of the 
US thinks Pacific rather than Atlantic; Asia rather than 
Europe. The most convincing sign of this change is 
that during their foreign policy debate neither of the 
candidates mentioned Europe or Nato, substantial allies 
on which US diplomacy relied for some seven decades. 
Because Europe is no longer a strategic problem for the 
US - since the Soviet Union crumbled and because it has 
no new markets to conquer there - the US has turned 
its attention towards an emerging Asia where it must 
ensure its industrial position and curb the competing 
power, China, before it imposes its dominance on its 
neighbours and rivals in this new world. 

Libération, France

Not only US liberals, but also many European politicians and political 
scientists enthusiastically support Obama’s goal to strengthen the social 
state, that is, the Europeanization of the United States of America. And 
once it has happened the Americans will leave Mars and join the Europeans 
on Venus. The question of who will then take over the sword of the god 
of war is frightening: be careful what you wish for - it might just happen. 

Rzeczpospolita, Poland

Europe’s affection for Barack obama is remarkable, 
not only because it is unconditional, but also because 
it is one-sided. The US president has very little for 
Europe. apart from loads of instructions for Europe’s 
politicians on how to get their countries economically 
back on track. For example, they should flood the 
continent with freshly printed currency to stimulate 
the economic cycle. a strategy, by the way, by which 
Barack obama drives his country into the ground. 
This can be seen in last year’s new borrowings: up 
to 77  % were payed with freshly printed bank notes 
from the US printer. This is money that hasn’t been 
earned or lent, but invented.

Die Presse, Austria
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Transpacific instead of transatlantic is the motto. Washington accepts Asia’s role as a future 
place of production and market area without leaving the hegemony in the region to China. Europe 
plays a small role in these geostrategic considerations, especially because the US interests in the 
aspiring regions are not about power politics, but about economic politics. But as openly as the 
President sells his focus on the Pacific, it becomes clear that the retreat from external affairs, 
which was already part of his first term, will continue. 
Frustratingly for the Obama administration, despite the call from Catherine Ashton, the EU’s High 
Representative for foreign affairs and security policy, there is no common EU external and security 
policy. Also the financial situation of many European states could put strain on the relationship – 
it prevents investments in the defence budgets and threatens the growth of the global economy.

Süddeutsche Zeitung, Germany

Obama will be installed for four 
new years in January 2013. There-
after we will have elections in Italy, 
Germany and eventually in the UK 
– during a period of time when the 
Obama stimulus package could 
end up in positive contrast to the 
austerity of Europe’s right-wing 
governments. Perhaps Obama 
will have more time for progres-
sive transatlantic cooperation – in 
short supply during his first four 
years – as well as for the issues 
that supposedly are close to his 
heart: economic equality and envi-
ronmental sustainability. 

Dagens Arena, Sweden

Americans have (re)elected a President who offers them a 
society based on two values: tolerance and solidarity. A society 
that Europeans have used as their model for decades, and for 
which they claim ownership. Today, with an intriguing his-
tory, both sides must cope with the same struggles and the 
same challenges: to prove that this social project is realistic 
and attainable. The US President will struggle to nurture the 
feeling of solidarity for a large part of Americans, many do not 
see the benefits of an institutionalised safety net for everyone 
and instead prefer rewards for merit. Europeans must struggle 
to keep their social security system for all, which is currently 
being cut in many countries.

Le Soir, Belgium

Barack Obama is on a different 
path from Angela Merkel and 
David Cameron. The president 
has gone for a too-small stimulus, 
and has got a too-small recovery 
as a result. In Europe, the con-
ventional solution has been to go 
for austerity, producing outright 
recession or depression. Neither 
of these destinations are pleas-
ant, but one would rather be in 
Washington than Athens. 

The Guardian, UK
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MovIES
What better way to 

begin your journey 

to understanding 

“the markets” than 

by looking at Holly-

wood’s analysis of 

the street of shame: 

Wall Street. 

oliver Stone took his lens to the finance 

industry and its anti-hero, money addict 

Gordon Gekko (Michael Douglas) in 1987. 

Topically he revisited the crime scene 

in post-financial crisis 2010. In the first 

installment you can laugh at the 80s 

fashions of braces, Filofaxes and “lunch 

is for wimps” catchphrases, while also 

feeling shocked at the rapacity, greed and 

criminality on display. Part two will seem 

a little more sobering as you follow Gekko 

again spending colossal amounts of other 

people’s money - although there is a bit of 

gloss and sexing-up of the industry and its 

players. Nevertheless a good insight.

Margin Call (2012) is a good partner piece 

to Wall Street. Tense drama with a fantas-

tic cast (Kevin 

Spacey, Paul 

Bettany, Jeremy 

Irons, Stanley 

Tucci) it covers 

toxic debt, ruth-

less practices 

and questions 

of conscience 

(if that’s pos-

sible) in the banking and trading business.

Cosmopolis, based on don delillo’s 2003 

book and directed by david cronenberg, 

takes a stroll down Wall Street too. It rolls 

along as a day in the life of rich young 

trader, played by Robert Pattinson, who 

learns that there is a credible threat to his 

safety. As he meets up with all those who 

have a personal and important connec-

tion to him, the film gives the impression, 

as the Guardian puts it, of “a decelerated 

version of a drowning man who sees his 

life flashing before his eyes”. As the film 

progresses you gain the sense how the 

closeted and protected superrich go about 

their business. It’s not a documentary, but 

it attempts to shed a light on the lives of 

others who have extraordinary wealth and 

power. 

Too Big to Fail (2011) offers a close look 

behind the scenes to the tumultuous days 

prior to the financial meltdown of 2008 

which led to Bush’s bailout to save the US 

economy. Centred on Treasury Secretary 

Henry Paulson, the characters include Ben 

Bernanke (chair of the Federal Reserve), 

Tim Geithner (president of the New York 

Fed), Richard Fuld (Lehman Brothers), 

and Warren Buffett. It’s Based on Andrew 

Ross Sorkin’s book and directed by curtis 

Hanson with an outstanding cast including 

William Hurt, Paul Giamatti, James Woods 

and John Heard.

Recommended reads include adam 

Haslett ’s Union Atlantic and Richard 

Ford’s The Lay of the Land. Haslett’s first 

novel gets to grips with the moral and 

economic consequences of dismantling 

the protections that came with the New 

Deal, against a background of US foreign 

policy and domestic political events in the 

new millennium. It’s a social novel where 

characters are used to progress arguments 

about how society should run. Ford’s book 

is the third in his trilogy following estate 

agent Frank Bascombe which exposes and 

analyses aspects of life in the US as 9/11 

and the crises that sit beyond it loom large. 

But for the 

seminal and 

most important 

slice of f ic-

tion that turns 

back to the first 

financial crisis 

of the 1920s 

and its effects, 

r e a d  J o h n 

FRESH THINKING

BooKS

In the immediate aftermath 
of the financial crisis of 2008 

it felt like the world was 
looking into the abyss and 

armageddon was just around 
the corner. From Athens, 

Greece to Athens, Georgia, 
the aftershocks have been felt 

ever since, even in the world 
of culture. Let us take you on 
a quick tour through relevant 

movies, books and music that 
in some way hold a mirror 

up to the market turmoil of 
recent years.
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Ste inbeck ’s 

The Grapes 

of Wrath. Not 

only is it a 

landmark in lit-

erature, it cap-

tures the ten-

sion between 

the powerful 

and the pow-

erless tossed in the storm of the Great 

Depression. The reader follows the Joad 

family, cast off their land and forced to 

travel westwards to California, confronted 

along the way by an America divided 

between the haves and have-nots.

Fiction is a useful prism through which 

to view the current economic problems, 

but nothing can replace some hard facts. 

paul Krugman 

won the 2008 

Nobel prize for 

Economics and 

his book End 

This Depression 

Now has been 

descr ibed by 

Kirkus Review as 

“an important contribution to the cur-

rent study of economics and a reason 

for hope that effective solutions will be 

implemented again”. Other reviewers 

have praised its broad appeal and its 

search to plot a path out of the depres-

sion by calling for more liberal economic 

policies. As Krugman says, “nations rich 

in resources, talent, and knowledge – 

all the ingredients for prosperity and a 

decent standard of living for all – remain 

in a state of intense pain”. His book is a 

clarion call full of ideas to work our way 

out of the state we’re in.

“Brilliant, eas-

ily readable, 

b e a u t i f u l l y 

delivered and 

often funny. . . 

an indispens-

able book on 

the relation-

ship between 

morality and 

economics.” That’s how The Times (Lon-

don) describes Michael  Sandel’s What 

Money Can’t Buy. Sandel’s question is 

simple and profound: is there something 

wrong with a world in which everything is 

for sale? He sets out to analyse what has 

gone wrong and question whether market 

values should be given such prominence. 

Highly recommended by all of us here on 

the Fresh Thinking team.

colin crouch ’s 

The strange Non-

death of Neo-

liberalism argues 

that the financial 

crisis should have 

seen off neo-liber-

alism but it hasn’t. 

He presents the idea that neo-liberalism 

is not simply about free markets, it is 

about the supremacy of the giant corpo-

ration. Lobbying power, political power, 

dominance are key aspects of corpo-

rate power and they risk overriding and 

weakening democratic principles and the 

free market. In jargon-free style Crouch 

explains and challenges the economic 

theories that have dominated the last 80 

years. 

The Price of Inequality by Joseph Stiglitz 

is also required reading. Another Nobel 

prize-winning economist assesses the US 

landscape and concludes that the grow-

ing inequality is not inevitable. Pointing 

out the dramatic fact that 1% of Ameri-

cans control 40% of the most powerful 

nation’s wealth, he says that those at the 

top must understand that their fates are 

bound to the other 99% and illuminates 

that the US today is a divided society that 

cannot tackle its most pressing problems. 

His book makes a case for a more just 

and prosperous future.

In the 1960s Bob dylan sang that a 

hard rain was a-gonna fall. He was talk-

ing about the nuclear threat. In the new 

century there is a very real danger but 

it’s not nuclear: economic crisis. Few 

m u s i c i a n s 

have tackled 

the new dan-

ger head-on. 

So, by way 

of inspiration 

and with a 

Fresh Thinking twist, here’s our play list 

themed especially for you on money, 

banking, the post-2008 crisis and, er, 

austerity. Enjoy.

 � Money, Money, Money  

– Abba 

 � Fight the power  

– Public Enemy 

 � The words That Maketh Murder  

– P J Harvey 

 � The wall Street part of Town  

– Ry Cooder 

 � Money  

– Pink Floyd 

 � Brother, can you Spare a dime?  

– Al Jolson 

 � It’s The End of The world as we 

Know It  

– REM 

 � The Man who Sold the world  

– David Bowie 

 � you Just Haven’t Earned It yet, Baby  

– The Smiths 

 � won’t Get Fooled again  

– The Who 

 � Got a Ukulele  

– Loudon Wainwright III 

 � livin’ on a prayer  

– Bon Jovi 

 � The complete Banker  

– The Divine Comedy      
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There’s class warfare, all right, 
but it’s my class, the rich 
class, that’s making war, 
and we’re winning. 

– Warren Buffett,  
investor

If a free society cannot help the many who 
are poor, it cannot save the few who are rich. 

– John F. Kennedy, former US President

If you owe your bank a 
hundred pounds, you 
have a problem. But if 
you owe a million, it has.

– John Maynard Keynes  
economist

The first panacea for a mismanaged nation is infla-
tion of the currency; the second is war. Both bring 
a temporary prosperity; both bring a permanent 
ruin. But both are the refuge of political and eco-
nomic opportunists. 

– Ernest Hemingway,  
writer

it is economic power that 
determines political power, 
and governments become 
the political functionaries 
of economic power.  

– José Saramago,  
writer

When I walked into the Oval 
Office, I had more than a 

trillion -dollar deficit greeting  
me. And we know where it 
came from: two wars that 
were paid for on a credit 

card; two tax cuts that were 
not paid for; and a whole 

bunch of programmes that 
were not paid for; and then a 

massive economic crisis. 
– Barack Obama,  

US President

Money is bet-
ter than pov-

erty, if only 
for financial 

reasons.

– Woody Allen,  
film director

If all the economists 
were laid end to end, 
they’d never reach a 

conclusion.

– George Bernard Shaw,  
playwright and essayist

who would have 
thought that the home 
country of turbo capi-
talism would within a 

few weeks become the 
“United Nationalization 

of america”?

– Carsten Schneider,  
German politician, SPD

Hence money 
may be dirt, 
although dirt is 
not money.

– Karl Marx,  
economist and political thinker

We are not jumping 
on the austerity band-

wagon. A healthy 
economy is by far the 
most important thing 

for Social Democrats.

– Helle Thorning-Schmidt,  
Prime Minister of Denmark

it’s not a question of enough, 
pal. it’s a zero sum game, 
somebody wins, somebody 
loses. money itself isn’t lost 
or made, it’s simply trans-
ferred from one perception 
to another.  

– Michael Douglas,  
as Gordon Gekko in the film Wall Street
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