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In the midst of the severe Euro-crisis there is a need for taking stock on the contributions of 
the yearly Memorandums produced by the Memorandum Group. What follows is only 
tentatively formulated in order to produce a needed discussion. 

As long as the financial operations conducted under the auspices of BCE, EC and IMF in 
order to save irresponsible European private banks are termed as an “aid” to Greece, Ireland 
and Portugal   their result can only be further public outrage in the public opinions in the 
concerned countries and national tensions on the rise within the EU as a whole. German 
wage-earners, whose wage restraint has been termed as responsible has only led to an internal 
cost devaluation within the EU benefiting German industrial capital and harming the 
economies of the weaker EU members. Having already made sacrifices on their salaries 
German public opinion seems increasingly hostile to “aid” Greece via their taxes on  account 
of some” European solidarity”. 

European citizens are ensnared in a web of ideological constructs that is in effectively 
destroying any possibility of true European convergence and cooperation.  Price stability have 
been advocated for wages, but not for assets in stocks and equities.  Investments in human 
capital have been cherished – in the private sector, but in the public sector they are accounted 
only as ‘costs’.  And ‘aiding Greece’ have been in fact a way for richer member countries to 
lend to Greece on a profitable interest rate in order to save the profits of major banks while at 
the same time condoning speculative attacks against Greek state bonds when allowing toxic 
CDS’s to proliferate. 

If this travesty of actual economic realities is allowed to continue we are heading an economic 
equivalent of 1914. 

During the previous period the Memorandum Reports have been exemplary exercises on how 
to avoid arriving at this disastrous situation. We have underlined the one-sidedness of the 
construction of the monetary union, the need to counterbalance the regulations of the 
Maastricht treaty with real financial power, enlarging the EU budget in order to promote long 
term investments, the need to regulate the movements of finance capital in order to stem 
against the ravages of financial speculation and a lot of other farsighted proposals. 

We have indeed have held a very constructive approach. 

However it seems as if we have worked on a mistaken premise: we have throughout tried to 
convince the political elites of possible ways out without ever trying to establish a relationship 
of forces that would induce them to change their present course. 

If we continue along the same ‘constructive’ path the best we can possibly hope to achieve is 
a rescheduling of present debt woes for the countries present under pressure.  But this is not a 
way out, only a way of prolonging the pain while saving the irresponsible private banks. The 
parallel with the Debt Crisis of the countries in the Global South is here striking. What all the 
rescheduling efforts of the Paris club of creditors in the 80’s and 90’s amounted to was to 
keep the debt burden low enough to save the banks (and the IMF, who over the toxic private 
loans) but to high to enable any  viable social development.  Twenty years wasted for human 
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development.  Thus – rescheduling on such terms is not a solution, it is prolonging an unjust 
punishment.  

There is indeed a need for a new, more confrontational approach in our Memorandum 
Reports. If what is really at root of the present crisis is the subservience of the political and 
monetary institutions to the interests of finance elites and big business  -  then preparing the 
public opinion for a confrontation is what is really needed.  Without going into specifics there 
are a lot of lessons to learn from the way public opinion in Iceland was able to resist to 
conventional wisdom and to refuse unjust agreements. 

Basically I think we need to distinguish between three different tasks that the Memorandum 
Group has to tackle: the presentation of comprehensive policy proposals, the theoretical issues 
we need to develop and the political statement, that is the message we want to send in a 
specific situation. 

If our main analysis holds true, if there is a fundamental conflict of interests between the 
financial and political elites on the one hand and the interests of the large wage-earning 
majorities on the other then it is obvious that there will only be through establishing a new 
kind of relationship of forces that any of our constructive proposals will have a constructive 
effect, instead of just providing some extra breathing space for irresponsible speculators. 

Let us take the FTT, the Financial Transactions Tax as an example. Even if we should be 
proud of the work that has been accomplished by Memorandum economists such as 
Dominique Plihon from Attac  and Peter Wahl from WEED and others it is obvious that the 
kind of FTT that Nicolas Sarkozy and Angela Merkel now is preparing  – creating a safety net 
for the financial system without changing its practices – will not only miss the goal  Attac and 
the other social movements carrying the issue has assigned to it-  that is paying for the 
damage speculation has caused the human development in the developing countries as well as 
in Europe - but it will actually encourage a further recklessness  and further gambling by the 
financial players. 

As a contribution to the Workshop’s discussions I would therefore give some comments on 
the three different tasks signaled above. 

A. The  statement on the actual crisis: Assume confrontation to open possibilities 

It is more than obvious that the present attempts at enforcement of the Euro-plus-pact and the 
demand on immediate austerity measures in the countries immediately under assault (Greece, 
Spain, Italy…) is more than a dead-end,  it is a catastrophic course not only for the 
populations involved but threatening  an implosion of  the European cooperation as a whole. 
All kinds of nationalistic prejudices about Germans, Greeks, Finns and Hungarians are readily 
used in national confrontations to come. 

The Memorandum Reports have always been carried by a “Europeanist”  attitude, a wish to 
strengthen European cooperation while at the same time strengthening the welfare societies as 
a vital part of the “Acquis communautaire”. In the present situation this cannot be 
accomplished without assuming an outright confrontational attitude towards the banking elites 
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as well as towards the vast majority of the political elites at the EU and euro-zone level. And 
doing so by clearly appealing to public opinions in the Member countries denouncing the 
dominant discourses as fatal misrepresentation of the actual problems. 

The euro crisis is not only an economic and political, it is also an above all a social conflict. 
There is no way forward, no way to save and deepen European cooperation without a radical 
change in the relationship of forces between popular movements and banking elites. 

 But in this conflict the seemingly weak social forces in Greece, Spain and Italy and other 
countries have a trump card that has not been used, that is that their governments have refused 
to use.  In today’s deeply integrated European economy it is not only the debtors that are 
dependent and in a fragile situation. This holds true for the creditors as well. The position of 
the European banks are extremely vulnerable, notably because of the frenzied speculation on 
credit defaults. We are thus in a situation where those who are perceived as weak have a 
strength notably in this inter-dependency. Just as much as it is true that the ECB, the IMF, the 
main EU governments and the banks are now holding the Greek population to ransom, the 
opposite could be true. 

As a first step countries under attack from banks and the triumvirate ECB-IMF-EU should 
cancel repayments. “We won’t pay”, the title of a theatre play by Dario Fo, is a battle cry that 
seems quite relevant in this situation. Only  thus can a relationship of forces be established 
where the people and its government is taking the banks as hostage instead of the opposite. 
The banking elites as well at the ECB are acutely aware of the frailty of their own situation , 
and should the Greek government – or any other government, forced by the social movement, 
cancel repayments the situation would become dramatic within weeks if not days. 

It might be the kind of “external shock” needed  to really re-negotiate the terms of debt. 
Introducing an audit on what amount of debt that is odious, decide new rules concerning the 
use of Credit Default Swaps and short-selling of financial instruments for example. It would 
also be the occasion to demand a new type of “golden rule” to be established, but this time 
applying to efforts in the education and health sectors and on social welfare minimums: that 
whatever public policies no austerity measures should be allowed in these spheres. 

It is obvious that the success of such an audacious attitude from a government will not only 
depend on the strength of the domestic popular opinion.  The outcome of such a challenge 
will to a large extent depend on the capacity of social movements in other countries of the 
Union to understand the audacity not as an offensive gesture but as a call for solidarity and 
common solutions. 

To cancel repayment is evidently not a solution in itself, but any public opinion that forces its 
government to act accordingly will have started a process where new solutions are possible. 

Such a public revolt in any given European country will hopefully be understood by public 
opinions in other EU countries.  It is in the sequels of such a confrontation that a true, popular 
European solidarity might emerge, just as it did the peoples of France and Netherlands 
rejected the proposed neo-liberal EU constitution in 2005. Why not propose a referendum on 
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the kind of new “golden rule” discussed above? It might well be a way of strengthening the 
idea of European citizenship. 

 

B. Theoretical issues to develop 

  One of the major problems in our efforts to make way for constructive solutions to the 
political and economic crisis actually plaguing the European Union is the deep 
misreprentations dominant in the media and among the political elites.  Thus the central need 
to tackle these theoretical issues and develop new tools to analyze the state of the Union. 

 Two years ago,  at the 15th Workshop of the Memorandum Group, I raised the issue of 
developing a new way of formulating the public accounting system,  reframing the one the 
Growth and Stability Pact is built on. That is, not only criticizing the criteria of this Pact but 
also the theoretical assumptions it is premised upon.  I particularly singled out the accounting 
of public spending on education and research as costs instead of investments as ideologically 
flawed and outdated. In general discussions this is well accepted but this is absent in the 
accounting of public finances. Some of you may remember my warnings about neo-liberalism 
coming back with a vengeance, using the public deficits as a tool.   

This has obviously come true since then, especially the last year.  This could be an example of 
the centrality of the theoretical battle on the public accounting system : if the general public 
opinion always were reminded that the present cuts in education really is all about cutting 
investments  rather than  “saving”  they  would more clearly see the absurdity of  austerity 
measures presently programmed . 

At that time I formulated this only as an example of changes needed in the accounting system 
but I do think that it should be one of the areas that Memorandum economists ought to 
develop theoretically as well as practically: suggesting an alternative/ changed way of public 
accounting. Just as the Stiglitz/Fitoussi commission suggested alternative ways of GDP- 
accounting, similar commissions would be needed on the public accounting system. 

Another area where there is an acute practical need for theoretical development is concerning 
the role of “debt” in the modern economies. Who is in debt? Whose debt? These questions are 
crucial issues in the political battles  in the years to come, yet  the presently dominating 
representations of the  are profoundly skewed ideologically. 

The issue of “Public Debt” is an area where the lack of coherence and logic must be 
denounced.  Why is the gross public debt measured as a criteria in the Growth and Stability 
Pact and not the net public debt, taking into account the public financial assets? Why isn’t the 
indebtedness of the banks measured in the same way as that of the public sector?   

The French economist Bernard Vallageas clearly showed the inconsistencies  of the debate on 
debts in an analysis presented at a seminar organized by Attac.1  He showed that the net 
                                                            
1 ”La dette? Mais de quelle dette parlent‐ils?”. Building on the statistics of INSEE (http://www.insee.fr/fr/themes/comptes-
nationaux/souschapitre.asp?id=42) 



  6

amount of the public debt was only half of the gross debt, and that when discussing gross 
debts the public debts only accounted for 9% of gross national debts while private French 
financial institutions accounted for 51%. It is evident that the overstretch and the vulnerability 
of the banks is a much more relevant issue that that of the national governments. 

Another question that has to be developed is: Who is “creating money” ? In an earlier 
discussion I’ve raised the question of Eurobonds and the idea of a European system of Special 
Drawing Rights: could that be a tool working in a limited circuit ECB-governments in 
enabling national investment programmes – mutually advantageous for Germans and Greeks - 
on a large scale? Henry van Maasakker developed recently the idea of a new “Marshall Plan”, 
could that be seen as partly the same idea on what would be the practical possibilities of such 
an endeavour?  

These remarks are only hints on areas in economic theory where I would hope that 
Memorandum economist would engage in debates and develop new tools for a better 
understanding of the workings of present-day economies. 

 

C. Comprehensivity of Memorandum proposals 

As mentioned above I think that the Memorandum Reports over the years have been one of 
the most advanced and inspiring laboratories of ideas for new paths for European economic 
policies. 

The reports have provided politicians and institutions with a lot of ideas how to develop new 
tools to tackle economic problems.  The discussions on Financial Transaction Taxation (FTT) 
and on euro-bonds are both such examples.  But used without changes in the general settings 
they might as well be used to perpetuate a malfunctioning system as openings towards a new 
king of regulation. 

This year’s Memorandum will hopefully focus on the irresponsibility of the private banks, 
their allies in insurance capital and their plethora of  funds as the main reason for the present 
euro crisis. 

It should also focus on the heavy responsibility of the central banks, the European 
Commission and the governments in condoning speculation, for example by allowing toxic 
instruments of “Financial Mass Destruction” (Warren Buffet) such as Credit Default Swaps to 
be used in the intra-European financial transactions. 

But it ought also to highlight the functionality of the different propositions needed in order to 
make a “Keynesian” economic policy possible.  

- When it comes to financing the public debt crisis the role of the ECB is evidently a 
central issue. Last years Memorandum argued that the ECB “should act as a buyer of 
last resort” on the market. I don’t think this is enough. While the example of the 
“quantitative easing” of Fed in mind I think the immediate measure needed would be 
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to give the ECB the obligation to finance government bonds directly, not on the open 
market. As a complementary measure would be to prohibit CDS’s on public debt. 
Banks and financial institutions earning money because of their handling “risk” should 
actually be called upon to stand by this responsibility instead of escaping it. The new 
obligation of ECB would by the way not only bring the interest rates down but also 
minimize the risk the banks are incurring by holding public securities. 

- The issue of lowering public deficits on a longer time scale will obviously have to 
focus drastic taxation measures. A one-off  levy on wealth and equalizing taxation on 
capital and income earnings, raising progressivity on income taxes. These latter 
measures are well covered in last year’s Memorandum but the question of a levy 
should be raised. 

- Of course these measures will meet noisy opposition from financial elites and wealthy 
layers of the population. To secure the margins for financial policy they will obviously 
have to be complemented by a series of measures: demanding a taxation floor within 
the EU, transparency in the international transactions plus a taxation floor applying to 
tax havens. The ideas contained in last year’s Memorandum are in this direction but I 
think the questions of how to address reactions to this new orientation of taxations 
needs to be developed further. 

- On of the strongest parts of last year’s Memorandum lies in its discussions on 
“macroeconomic reactivation through public investment”. Still I think that we have to 
think on an even larger scale, and hence develop tools accordingly. Investing in long 
term investment programmes, developing new paradigms of sustainable development 
will need more than ordinary macro-economic management can provide. It is here that 
the ideas of Eurobonds and a system of Special Drawing Rights emitted by ECB och 
EIB should be discussed. They might evidently be supplemented by FTT taxation 
measures, but that should not be the main goal of the FTTs. 

- Finally there is the question of managing volatility on international financial markets. 
It is here that the introduction of a flexible FTT is indispensable. Given the resistance 
of the US and the UK it is important to argue the feasibility of a eurozone FTT, 
introduced on a low taxation level but with flexibility in the rate, giving the eurozone 
countries a weapon to fend off speculation waves. 

Most of the points covered above are uncontroversial, but some of them would mean 
introduction of new elements in the Memorandum proposals. 
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