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EMU has been problematic for peripheral countries, above all, Greece, Portugal,
350 —

Spain, and Ireland. It has been no Jess problematic for working people in the core
countries, above all, in Germany. However, Germany has also benefited at the
expense of peripheral countries, mostly through entrenched current account
surpluses that have been translated into capital flows to the rest of the eurozone,
The sovereign debt crisis is the outcome of, first, precarious integration of
peripheral countries in the eurozone and, second, the crisis of 2007-9. The
public sector in peripheral countries has confronted an increased need of bor-
rowing because it has rescued finance while attempting to forestall deep reces-
sion. The weaknesses of integration subsequently provided a field for specula-

tive attacks by financial capital. The ECB has had neither the means nor the
inclination to confront speculators.
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The question now is; what Strategies are available for peripheral countries?
This is a huge topic that would merit separate study. However,
- the preceding analysis, it is possible to sketch the broad outli
 tives. These could be split into three: first
- countries;
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or imposing the costs on workers in peripheral countries
f peripheral countries. Speculators have acted as the trigger, andy sition of austerity has been the prevalent policy in Greece and else-
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broadly speaking IMF policy still amounts to austerity coupled with liberalisa-
tion of the economy. .
The problem with inviting the IMF to deal with Greece - and potentially
others - is that the eurozone issues the euro which purports to be an alternative |
to the dollar as world money. The damage to the standing of the euro as a result
of IMF intervention would be palpable. The first option for core countries, |
therefore, has been to foster austerity on the periphery and to attempt toman- |
age the process of adjustment from within, However, the eurozone has lacked _
well-established mechanisms through which to replicate the approach of the
IME. Providing rescue loans, for one thing, has been expressly forbidden by |
the treaties establishing the euro. As a result, the eurozone initially exercised
persistent political pressure on peripheral countries to adopt austerity poli-
cies, but without advancing the requisite finance. The costs of adjustment have
been shifted disproportionately onto peripheral countries, inevitably leading’
to clashes of national interest.” :
In this context, the governments of peripheral countries have begun to
introduce austerity policies in the hope of bringing down borrowing costs in
the open markets. The strategy was first adopted by Ireland, but then also by
Portugal and Spain, and with increasing alacrity by Greece in mmw_x 014 In
effect, peripheral countries were forced to adopt IMF conditionality, without
the IMF loan, with a view to persuading bond markets that public finances
could be brought under control through the actions of peripheral moﬁSEnE.h. -
Thus, the government of George Papandreou in Greece, newly m_mnn&_,_.s ..
October 2009, introduced ever tougher austerity measures, including mmnnw&
reductions in public spending, direct cuts of public sector wages, and worsen:
ing of pension rights. The impact of these measures inevitably spread n.o. the
private sector as employers took the opportunity to impose worse Q.u:m_n ns
on labour. The government also imposed higher indirect taxes, while ta
steps to reduce tax evasion. . &
The same approach had already beentried in Ireland in 2009, bringing down

Portugal. The implications are discussed in detail in Parts 2 and 3.
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faced many more tribulations in Greece. The country’s borrowing requirements
were higher, and there had been a profound loss of credibility for the Greek state
in financial markets. Furthermore, speculative fever was far more advanced in
early 2010 compared to 2009, making it unlikely that speculators would desist
from attacking Greek government bonds for long, With good reason too, since
the self-declared aim of the Greek government to reduce its budget deficit by 4
percent in the course of 2010 seemed implausible. Even worse, austerity meas-
ures would probably intensify the recession, bringing government revenues
under further pressure and making the targets even harder to achieve.

Greece thus found itself in a very difficult position in early 2010 imposing cuts
and raising taxes in order to pay high interest rates to buyers of its public debt.
The country was able to access markets in January and March 2010, but the rate of
interest was high on both occasions, well in excess of 6 percent. This represented
a transfer of income on a grand scale from the many to the few. Greece had a
substantial volume of debt to refinance in the rest of 2010; if commercial interest
rates did not decline, it was apparent that the policy could not last for long, given
the huge social costs involved. What the government would cut from its people,
it would pass directly to lenders. Under these conditions, external help would be
necessary, which could come either from the eurozone, or from the IME®

The political economy of a eurozone rescue loan, however, would be far
from simple. In the first instance, the constitution of the eurozone forbids for-
mal advance of such loans. Yet, the EU has been highly inventive under pres-
sure in the past. It might be possible, for instance, to make bilateral loans to
Greece, possibly in the form of guarantees of Greek debt. The real difficulty
would not be formal arrangements but political relations within the eurozone.
Germany, which would probably bear the main burden, has gone through sus-
tained austerity for almost two decades. It has also expressly and repeatedly
opposed the notion of bailing out states within the eurozone. There would be

 significant political costs for any German government in making money avail-

able to other states. Furthermore, lending to Greece might open the gates to
other peripheral countries.

——

23 This event transpired in May 2010. The austerity that followed was incomparably

harsher than the measures imposed by the Papandreou government in the preceding
period.
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On the other hand, there would be significant risks to w<9&:m. a Euro-
pean loan and thus forcing Greece to go directly to ::.w IME Technically the
country would remain within the monetary union, @E‘:n&m.% as Hrmn.n would
be no legal mechanisms to force it out. But its EvaQ.er. Mzo:E in effect
become second tier, and the long-term implications for its ability to borrowat !
standard sovereign rates within the eurozone would be entirely ::n_nm_... More
significantly, going to the IMF would create a precedent mo_.. other peripheral
countries, and might invite further speculative attacks. The risks no%a for the
euro as world money would be multiplied, particularly given the high exposure
of core banks to peripheral countries.* k
The Greek ruling establishment has been fully aware o.m these ncn.vm_nﬁwnm.
Though its preferred choice has been to tie its mast to a ‘European’ solution,
it has also raised the threat of unilaterally going to the IME On the 4_55 a.a
dominant opinion has been that the country needs to do irwnmé.q :. takes in
order to remain within the monetary union. Nevertheless, austerity _Bwoﬂd
from the top runs the risk of generating stiff resistance from trade sEo.E.”__.
popular organisations, and political parties. Greece looked ahead at a vm:c..nw :
of political strife. The government could, however, expect to draw some ucm..ww.,".
port from widespread popular fear of national vpuw:_.v.ﬁn«\ as <~<m= as m‘oﬁw.. i
(misplaced) national pride in remaining a member of the ‘rich Qz._u of .Bn eurogey
The deeper weakness of the strategy of austerity, however, is :.QEQ. E..
imposition of austerity on working people, nor the difficulty of securing rcsg
loans from the eurozone. It was, rather, that its prospects of dealing withithe
underlying causes of the crisis were minimal. As was shown mvoe.m_.ﬁrn annhm
lying structural problem of the eurozone is that German noﬂvn:cﬁsn.a
surged ahead during the last decade. Greece and other peripheral countries
have not succeeded in raising productivity sufficiently to overcome the pres
sure that Germany has applied onto its workers. . 3
A policy of austerity would do very little to tackle .Eo underlying wB_“._,.
of competitiveness. It might succeed in lowering nominal and z.wm_ wages forais
period, but it is apparent that this cannot be a long-term competitiveness
egy for countries that already have substantially lower wages than German

-
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d
24 In the end, of course, there was both a rescue loan from the eurozone an e

intervention in 2010-11.
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Given the flatness of German nominal remuneration, austerity would simply
mean falling wages for years ahead. The answer would then have to be policies
to raise productivity, and in this regard the ideas that typically accompany
IMF-related packages are equally disastrous.

The standard prescription, still touted after years of persistent failure, is
liberalisation. In the context of the eurozone, liberalisation would amount
to the full unfolding, and even intensification, of the underlying ideas of the
European Employment Strategy. Key elements might be: further weakening of
labour protection, particularly through reducing trade union power; abolish-
ing collective bargaining on wages; facilitating the entry of women into the
labour force, especially in part-time and temporary jobs; removal of barriers
into certain closed professions; reducing the tax burden on capital by introduc-
ing heavier indirect taxes; introducing privatisation into the education system;
and significantly raising the pension age, while facilitating a funded system that
promotes the activities of financial institutions.*

There is no reason to think that such measures, or similar, would lead to
sustained growth of productivity, and thus allow for genuine convergence
with the countries of the core. Productivity growth requires investment, new
technologies, and opening fresh fields of activity. In the case of Greece it also
means moving the country away from a pattern of growth that has rested on
consumption with rising household debt. These changes are unlikely to come
from liberalising markets, and nor is there any evidence that Greek capital-
ists have the capacity to perform the required miracle. In the medium term
liberalisation measures would probably lead to stagnation, with systematic

'8 transfers of income from labour to capital. Meanwhile, Greek society - the
* second most unequal within the eurozone - would probably become even
- more polarised and callous toward social deprivation. The policy of remain-

ing within the eurozone at all costs by deploying austerity and liberalisation is
likely to have grim results.

Reform of the eurozone: Alming for a ‘good euro’
_E# second alternative involves making structural changes to the institutional
~ &mangements of the eurozone. A distinction should be drawn here between,
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id not alter the fundamental character of

on the one hand, reforms that wou
ould go against economic and

the eurozone and, on the other, reforms that w
social relations at the heart of the monetary union. {

The former have been extensively discussed in the academic literature as |
well as in the popular press.*® There has been, after all, manifest failure of the
institutions of the eurozone, extensively discussed in the earlier parts of Part:.
Above all, there has been a disjuncture between unitary monetary policy and |
cal policy. The rules under which the ECB operates have been |
unnecessarily restrictive, including exclusive focus on inflation targeting andfor-
bidding the acquisition of public debt. Furthermore, there has been no provision,
for centralised fiscal transfers that could alleviate some of the tensions created by .w i

the single monetary policy. There has also been lack of an established mechanism/
m -

of fiscal intervention in crises, as became abundantly clear in 2007-9; when mu&m_ﬂ 4
nation state was left to fend for itself and for its domestic economy. The absence e
of such a mechanism became glaring as Greece neared default in 2010. 3 wm “

There is nothing in principle to stop the gradual introduction of someof
these reforms in the future. It is possible, for instance, for the eurozone to
develop a properly functioning Public Debt Office that could coordinate the
issuing and handling of public debt in cooperation with the ECB. It is also
possible for the rules applying to the ECB to be relaxed, for instance, allow=
ing the ECB to acquire state debt directly and thus more closely resembl
normal central bank. Perhaps the ECB might be supplemented by a Euro n
Monetary Fund that would lend to eurozone states facing crises on the basisof
established proportional rights. It is even conceivable that a centralised syste

of fiscal transfers might be established within the eurozone.” 4

@umamsnna fis
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26 For a critical perspective, see: Arestis, P. and Sawyer, M. (eds.) (2006), Alf s

tive Perspectives on Economic Policies in the European Union, Palgrave/Macmillan.

reform that aims to maintains the eurozone status quo see Gros, D. and Mayer,

(2010), ‘Towards a Euro(pean) Monetary Fund’, Centre for European Policy Stut
T

8 February, E%iisﬁ.nmmm.ms\voor\822&-«5@3:-3032er?:m. Gros!
icle in The Economist of 18 February 20105

¢ debt in the secondary m?
h more difficul fo

Mayer’s arguments were run as guest art
27 The ECB has indeed been allowed to purchase publi
in 2010. Other reforms with regard to public debt have proven muc

reasons discussed in detail in Part 3.
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ti .
%mwsﬁ. MMM”M” MWMMW%MJM unlikely that fiscal policy would become unified as
~one. There is Emsan_&aooww Mm““m%:“ﬁm of sovereignty across the euro-
. ) - in the eurozone and close ca i
M_MMmMMMHMMﬁMMHM%MW;SMNQ for each state derives from its own E“ﬂwﬂﬂw
elections. There is no mw : nozwﬂ 2.& popular assent, including democratic
ect of unified fiscal Huow.wvm%“& a single European state, and hence no pros-
*ithin an existing hi policy. The reforms that could take place would occur
g hierarchy of power, dominated by the cor ;
Germany. ¢ countries and
Conse
g MMMM_MM%%”M: MM”WM “Mwswmawa_o:mr at most, to palliative adjust-
iy, For the same reason, the .q iculation of mmn&. with monetary pol-
mwnmwwc_mnma in the Zwmmna%wﬂnmwﬂwﬁw nmonmm” ﬂ”ﬂﬂm&mﬁwﬁw principles
Lisbon mqmnm@.\, that is, fiscal and monetary conservatism that r.MQ e
z:w,. of noEvM_s:ﬁ adjustment onto workers. shifts the pres-
ven so, t isari .
fihe euro ::M”M m_ww MM__A ﬁﬂmﬂ mild Smoa.:m would lead to lower acceptability
{f the underlying princi _& anm a drop in its value relative to the dollar. But
E e value of vama_d p Wm:o monetary union were not challenged, a drop
period. It is conceivabl :m“m ﬂ _um.mnnm_uazm to the core of the eurozone for a
ol tough, BnnrwimSM mwn a slightly weaker euro backed by reformed, yet
R i o others 1F of fiscal and Eo:m?n% control would be attractive to
rs. If such a configuration could be achieved, Germany would

. main ts current account mﬁ—-“wﬁm Smnrmn ﬁrﬂ eurozone —.70 NN~0H5N~
?

terms of trad i
‘trade would improve, and the role of the euro as world
rency might not be compromised. e

- .
~ or vmm uvm—ﬂm m.w countrte mw:hm wOr wmnm across :wm eurozone, mCﬁ: a v~°w©mhn
S >

- would hold li i

i _% _:”_m szm:os. German workers would continue to be squeezed

m_aﬁ M:avm era .8::58 would continue to generate deficits. Germany So:E.

~| . - )

E %B its .E% of stagnation, while the economies of peripheral coun

e Mﬂw.s_ﬂmnmzoﬁ? integrated into the eurozone. The difference

, sional fiscal hand-outs to reli i .

i ieve i

S tensions, and perhaps improved

- Itisno isi

b Emczdﬂ surprising therefore that there has been a search for more radi
8 ¥ i i .

R nowmvmgnzwﬁ? among sections of the European Left in peripheral

,_?mmo:si. noczﬁmm. An important aim has been to push for further fiscal
. ion seeking the abolition of the Stability and Growth Pact. What

. Wha
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resumption is that there
including the ability to
European

would then follow would not be entirely clear, but the p

would be greater fiscal independence for each state,

determine budgets and national debt, but still coordinated by new

institutional arrangements.

Coordination could be rein
enlarged from its currently tiny siz
Coordination could also presumably bene
European Investment Bank. Scope might thus be
cally sound, socially inclusive and redistributive public
that could counter-balance existing asymmelries in European development.

The European Employment Strategy would also be abandoned in prefer- i
ence to coordinated policies that protected labour conditions and income. R&........
European Minimum Wage Policy (corresponding to at least 60 percent of the:
median wage of each country) could be instigated. This would be combined

with legislation to enforce progressive working time regulation across Europe,

There could also be European wage coordination mechanisms that would take

into account productivity gains, inflation, and unemployment. Stabilisation of
labour shares in output {from the bottom up) might narrow the differentialsin
ctitiveness that underlie the current crisis. Finally, there could be Europe:
wide unemployment insurance, perhaps financed by progressive income taxes.
These measures would be expected to promote integration of the European
economy that would be beneficial to workers. ,
A notable feature of such proposals is that they do not confro
rdinating fragmented fiscal policy with a single monetary p
ake into account the implications of this approach to po
CB. The general presumption is that the monek:
union would be preserved, but the statutes of the ECB would b
democratic political independence, and allowing for easier pro
and financial systems.
thus be termed the ‘good eurc:
be supplemented by institutional reforms that would make th
ate in favour of working people, particularly in small economie
onomous economic policy might be narrow. This strategy a8
olitical platform to unite working people in core
the ‘good eurd’ also faces intrinsic prob

forced by the European budget, which would be
e to perhaps 56 percent of the GDP of the EU,
fit from sustained intervention by the
provided to promote ecologi-
investment programmes
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comp

nt directly th
olicy

issue of coo %
and nor do they t

for the practices of the E

ing its un
of credit to states

'This approach might Monetary union

e currency Ope
s where.

scope for an aut
appears to providea p
peripheral countries. However,
in achieving its aims.
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Set asid o
N ry N_—n Mo MOn a moment the political difficulties of coordinating popul
B A pe s ,”_Mémnm_ eurozone countries in order to abolish the mﬂmcmm% mm
in the face of bitter opposition b isti o
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i ) uro as both domestic
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B %: ar. H”m result would probably be a fall in the value of Eﬁwmmﬂm
zo:Em&mo vwomz le mo._‘ large eurozone banks to operate internationall .?3.
dalso be speculative attacks on the debt of the countries wi arvt
deficits within the eurozone. ries with the largest
A comm .
money, 8&% ”MM:_SQ area, especially one that purported to issue world
i mn.ﬁm o olerate large and variable fiscal deficits among its constit
of EW:E .Eo”m:S wmvmnmi ﬁ.rmﬁ the eurozone could continue to issue wmmﬁ” -
B ate Ys M\ ile allowing for substantial fiscal independence amon n._w
roblem, muc M : m&»nmmm European budget would be no answer for w“m
+ould vm oh as it might contribute to redistributive policies. The real answ N
sufficiently Eﬁw,m\whmwwwmumms budget run by a unitary or federal state in:mw
esence across the eurozone t
rency. But 0 support a comm .
N M rmoq that to happen, the present institutional and political e
Bm_w. N of the eurozone would have to be overturned poiitical arrange-
ere i ’
. Mn:%mﬂmwa_m_ between the USA and the eurozone in this respect. It is
 their own fiscal aff . m.mam.‘w_ structure that allows individual states to Bm.:m e
m”w P M“G with wmﬁw.& degrees of freedom. But the US federal st mn
- ity that provides the ultimate guarantee for all public debt Hﬂm
ke u,m _‘N that role within the eurozone, and there is no prospect om :
.__.Ezmwn:o.:m .Emwwwnm, .En USA is a well-understood exception in Eﬁmgmmoo%m”
its value <.<E._o Mu o mb..mm&% world money, and can therefore tolerate falls
E et ut necessarily losing acceptability ~ always within limits. Th.
e ng to establish a simi o - Ane
track record, a similar role for itself, and has no comparable
Inoth
e Ema%n imwn..mm.mwrm strategy of radical reforms aiming at a ‘good eurc’ doe
Y K mEm:nN %MM . _Mﬂozmam, namely the enormous difficulties of nonm:‘:nmﬁmoﬁ
Cices ", HoEno: alter Em.mHEnES of the eurozone. More ?:a»BmEm:u ;
e problem of compatibility of means with ends. Radical ] Ys
.. e sphere would probably lead to failure of the m : cal reform in the
e interpati onetary union altogeth
) ational role of the euro would come under pressure. =
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ing and tailor their proposals accordingly. The nub of the issue is neither the
abolition of the Stability and Growth Pact, nor the introduction of an expanded
European Budget with 2 redistributive mandate. It is, rather, the compatibility
of fiscal independence, and possibly rising public debt, with the international
role of the euro, It is possible that radical reform would lead to collapse of
monetary union, If it is not to result in chaos, therefore, radical reform would
require coherent social and economic transformation of national economies,
including of the monetary system. To put it differently, a ‘good euro’ might
well lead to ‘no euro’ thus requiring profound transformation of European ,_ \

Those who call for such reforms should be aware of what they are advocat- A
.

economy and society.

Exit from the eurozone: Radical soclal and economic change . ___ :
The final alternative of exit from the eurozone is the great unmentionable in
peripheral countries, of referred to as the ultimate horror by governments Ea__r_._m §
the press. There is no doubt that it would have severe consequences. But note _w_.__
that influential economists in the Anglo-Saxon world have already raised the
issue in the press. Thus, Goodhart has effectively proposed the reintroduc-
tion of the drachma for domestic purposes, which would in practice resultin
devaluation.?® Feldstein has recommended a short ‘holiday’ of Greece from the
eurozone, returning at a lower exchange rate.”® The underlying logic of th
proposals is clear: the problem originates in Joss of competitiveness, whicil
could be partly tackled through devaluation. .
The suggestions made by Goodhart and Feldstein could be called ‘con
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) HWMMMME:NS SMEM have costs for workers since real wages would fall
ree to which tradables entered th
e wage basket. But th
also be costs for sections of the capitali . S
capitalist class, particularly th ici
debt abroad, includin i ‘ s g
. g corporations and banks. Cessatio
. . : . n of payments and
_‘Mmqwnﬁ::ﬂm of international debt would become necessary. :mmmgo wonde
therefore, that ruling elites in periph i . \
eral i
. perip countries are reluctant to consider
i .dﬁ_mqommmnn is particularly forbidding for ‘little’ Greece and Portugal as
eir ruling elites are aware of their own im
: potence to confront the problem i
3 . . :
_”G full rnnm:v_ecg n.o.smm2m:<m exit would not by itself deal with the longer-
Mn“M M: a mH:mm of raising productivity growth and altering deficient economic
5 M” b nmm. t imc_m Enmm:« change the terms of trade, encouraging production
o nwa M es Mb voﬁMcmE shifting the economy away from non-tradables. It
would then be up to domestic capitalists to i .
: grasp this opportunity to rest
wre production, expand investmen oy The
, t, and develop new fields of activi
free market would have to ’ o e
generate a burst of productive d ism, i
. . :
underlying problem is to be resolved. e, e

There i . . .
re is no evidence that private capitalists in peripheral countries would
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...”n—:“%:m and shifting the nomax %hnmoa“”wﬁﬁwm “MM.M_M chremamE v e

- i 4 |
.._,B E %o W_»M_,\M“ nwe.mwnﬂm_o: of Eom.ammm?o exit’ from the eurozone, that is, exit
T Eo:E:.wmﬂan::m of economy and society. As has already
.mné_:mn.m exit wok 5<M<m a substantial economic shock. There would
Jﬁvno&:m o wm_manm S».o: aq&mmmm some of the pressure of adjustment by
N o MS e, but would also make it impossible to service
iy >nnmm.m . 58”5 M. ?..J\Bm:.ﬁm and restructuring of debt would be nec-
Ty no“w _O:M_ capital markets would become extremely dif-
- e under heavy pressure, facing bankruptcy. The point
» that these prablems do not have to be confronted in the standard

servative exit. In effect, conservative exit would operate as complementi
the usual IMF package by also allowing for devaluation, which is impossi
within the monetary union. Austerity would still be imposed, but somed
the pressure of adjustment would be taken by the fall in the exchange 12
Competitiveness would be partly revived, strengthening export dem
Liberalisation measures would presumably follow in order to improve 108

term competitiveness.

28 Goodhart, C. (2010), “The Californian Solution for the Club Med, Financial Ti

25 jan.
2g Feldstein, M. {2010), ‘Let Greece take a eurozone “holiday™, Financial Times, 16}
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e ensured, and 2 sustainable path of growth |

Economic survival could b
s drastic economic and social trans-

could be achieved, provided there wa
formation. For that it would be necessary to mobilise broader social forces

capable of taking economic measures that would shift the balance of power
in favour of labour. This is not the place to discuss in detail the policy that
might bring about such change. But some strategic steps are clear, including

the following.

To protect the banking system it would be necessary to engage in nationali-
sation, creating a system of public banks. Private banking in mature countries
has failed systemically in 2007-9- Bank failure has threatened the provision
of liquidity across the economy. Furthermore, large private banks - or Large

Complex Financial Institutions ~ have proven ‘too big to fail’ in the EU and the

USA. This has created major problems of moral hazard, effectively subsidising

the cost of capital of large banks. Large banks currently offer expensive credit-

to households, while reducing Joans to small and medium enterprises. The y

also engage in complex and often speculative transactions in open markets, of
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The combinatio i
< il -3
would immediatel of public cmsfsm and controls over the capital account
of the economy qw% ommmaz_w question of public ownership over other arcas
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Placing large banks under public banks would guarantee deposits. Further,
it would advance crediton reasonable terms to small and medium enterprises, _
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30 Ostry, ] etal. (2010), ‘Capital Inflows: The Role of Controls, IMF Staff Position’]
19 Feb. http:/ jwww.imf.org/external/ pubs/ft/spn/ 2010fspmoo4.pdf
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basis of grassroots control, transparency and accountability. On these grounds,
the tax base would be broadened by taxing income, wealth and capital, while
reducing indirect taxes. Steps would be taken to improve social provision of
health and to reorganise the system of public pensions. Transfer payments
would also be used directly to tackle inequality in peripheral countries, which
is already the worst in the eurozone.

The political and social alliances that could deliver such change do not exist
in eurozone countries at present, other than in potential form. It would be
far from easy to make them real, particularly as shifting the balance of power
in favour of labour is predicated upon democratic organisation of economy .
and society. But there is no reason to believe that, if a credible political force
proposed the policy of progressive exit for peripheral countries, it wouldbe
impossible to win broad support. :

Political difficulties aside, however, the strategy would also have to confront
the deeper problem of attaining national development ina globalised mnosoawm :
Progressive exit cannot be national autarky. It would be necessary for periph-
eral countries to maintain access to international trade, particularly within the
EU. It would also be necessary to seek technology transfer and capital from
abroad. There are no guarantees that such flows would be forthcoming, par: |
ticularly as the established order in Europe would be hastile to radical change.
But progressive exit also offers the prospect of different development for iom.x. _um_
ers in the core countries, who have come under heavy pressure during the last §
two decades. Labour in core countries would be a natural ally of mnawrm..i
countries attempting a radical transformation of economy. And if the eura-
zone came apart in the periphery, it could also unravel at the core, allowingfor
genuinely cooperative relations among European countries. g

To recap, peripheral countries are currently confronted with stark ch
because of the crisis of 2007-9 and the structural weaknesses of the eurozont.
The current crisis could be resolved in a way that served the interests of
social layers which created the disaster in the first place. This solution W
involve austerity in an attempt to remain within the earozone. It io&.@m !
inequitable, imposing huge costs on working people, who are not to blam .,_ .
the upheaval. It would also lead to a hardening of society, while probably failisg
to deliver growth and higher real incomes in the future.

Alternatively, there could be a solution that changed the current bala
of social forces in Europe involving institutional and social transformaty
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