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Industrial and Regional Policies for the EU-Member States in Crisis

Introduction: macroeconomic, sectoral and ecological preconditions

Under the term “re-industrialisation” it is more and more asked whether and how
the growing instability within the EU and the EMU which is caused (not only!) by
growing trade- and current account balance deficits deals together with the struc-
tures and industrial potentials of the member states and regions and whether
these imbalances can partly be reduced by an new intensive industrial and regio-
nal policy. Their aim would be a stronger industrial development of the EU in
general and the re-industrialisation and a stronger potential of the countries in
crisis to export und to reduce relatively the import dependence. Therefore I de-
scribe a view of alternative industrial and regional policies (1), secondly I discuss
the state of the art of industrial policy today, called industry 4.0., and thirdly the
concept of re-industrialisation. Fourthly the nowadays state of regional structural
analysis (Dortmund School of Regional and Structural analysis) is described and
empirically implemented (5), which is essentially a precondition for designing a
regional-structural development plan for regions in crises. After this it is asked
whether the ambitious industry 4.0. policy has also to be developed in and for
the countries in crisis (6). (7) The comparison between the economic structures
of the member states of the EU will open our eyes for the strength and weakness
of the different countries. In Nov. 2013 Deutsche Bank Research presented an in-
teresting report on this topic. Point (8) deals wit the enormously important
change within the EU-Cohesion and Regional Funds in the direction of a general
austerity policy. And in the last chapter (9) I make some remarks about the “ra-
pid inner devaluation” policy of the Troika.

For dealing with the differences of competitiveness and productivity between the
countries and regions within a currency union a coordinated policy of unit labour
costs (ULCs) is necessary. Within a currency area it can exist a more or less
stable current account balance if the differences of productivity are compensated
by equivalent differences of nominal wages (and/or working times). So the unit
labour costs are the strategic indicators. If the differences of ULCs are growing,
both sides have to adapt, analogous to Keynes who for the world economy (Bre-
ton Woods) asked for responsibility both of the weak and the strong partners for
winning back stability.

Until 2007 the weak countries had higher GDP growth rates than the high indus-
trialised countries, because the falling interest rates and the EU Cohesion and Re-
gional Funds (and in Greece the Olympic boom) have been the driving factors for
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the real estate booms. The wages grow more as the productivity, and so did the
ULCs (Flassbeck 2014, IMK, 2013). Instead of enlarging the domestic demand
(wages, public consumption and investments, private investments) in the North-
ern countries, especially in Germany a wide set of wage dumping instruments
was introduced (Hartz-Regulations), leading to an explosion of exports and cur-
rent account surplus. This was the real economy process behind the financial
movements (debt crisis and so on), although financial factors and causes of
course are inducing real processes.

There must be enough time to adapt the deficits for the weak countries in social
acceptable ways and forms. The now away practised method of the “rapid inner
deprivation” is socially brutal and economically disastrous. Although this Troika-
approach is reducing the ULCs, the economic basis and the social system of the
countries are widely destroyed. Low wages don’t be useful, if there does not exist
anymore a relevant export-basic sector. Nevertheless wage and ULCs-policies are
also part of a successful industrial and regional policy set.

This paper is mainly dealing with the problems and strategies to create competi-
tive industries and economic structure especially in the southern countries, not
with wages and public consumption. Only one of the two factors of the interna-
tional and interregional competitiveness of countries and regions is analysed in
the following chapters.

The EuroMemorandum 2014 (www.euromemo.eu) is describing the general fra-
mework of economic, social, ecological and financial policies which are necessary
on the European and national level. Alternative industrial policy always has to be
combined with alternative environmental social and work policies as well as with
the cohesion und regional activities, which are discussed later on.

In the short version of the EuroMorandum 2014 (chapter 6) it is written about in-
dustrial policy (look also at the long version):

“6. Industrial policy
The urgency of an industrial policy in Europe is beginning to be acknowl-

edged by the European Commission. But its proposals remain con-
fined to the narrow framework of competition policy geared exclu-
sively to the aims of short-term market performance. An alternative
is required which links the objective of long-term industrial perfor-
mance with concerns for a socio-ecological transformation. This
should involve six major dimensions:

(1) an Europe-wide public investment plan for socio-ecological recon-
struction to boost European demand;

(2) a reversal of the major loss of industrial capacity in Europe;
(3) an urgent drive to developed new environmentally sustainable,

knowledge intensive, high skill and high wage economic activities;
(4) a reversal of the massive privatisations of recent decades and sub-

stantial public-sector support for new activities at the EU, national,
regional and local level;

http://www.euromemo.eu
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(5) the setting of a new trend towards a different kind of 'security' con-
nected with disarmament, greater cohesion and reduced imbalances
within the EU and individual countries; and

(6) the creation of a major new policy tool for an ecological transforma-
tion of Europe. Specific activities that could be targeted by the new
type of industrial policy include: (a) the protection of the environ-
ment and renewable energy; (b) the production and dissemination
of knowledge, applications of ICTs and web-based activities; (c) the
provision of health, welfare and caring activities; (d) support for in-
itiatives for socially and ecologically sustainable solutions of food,
mobility, construction, energy, water and waste problems”

1. The overall concept of alternative industrial and regional policies: co-
hesion of countries and regions

The overall concept of re-industrialisation and regional policies is the step by step
cohesion of countries and regions. But firstly the growing disparities since 2008
between the EU-Countries have to be stopped and reversed. It is obvious that
the equalisation of the economic performance and the living conditions (in Ger-
many it is called equivalency of living conditions (Gleichwertigkeit der Lebens-
verhältnisse, Art. 106 of the German Constitution) is a long process of many dec-
ades. In these times the general conditions of production und consumption will
and have to change rapidly in the direction of sustainability and ecological perfor-
mance. We should not think about re-industrialisation as a copy of the nowadays
structure of the industrialised countries. In Greece and Portugal no steelworks
and motorcar factories have to be located, but factories for wind-energy, new
types of food processing and so on. There should not expand production capaci-
ties in shrinking markets of course, but a successful cohesion policy will enlarge
general income and therefore also the demand for traditional products and ser-
vices.

Because the industrial and services structures are renewed permanently by the
“green capitalism”, the countries in crisis have to participate on these new devel-
opments. European industrial and regional policies and qualification and location
activities have to focus on these new structures and aims.

This approach assumes that the markets and their mechanism are not able to
generate these results by themselves. Therefore a Keynesian orientated cohesion
and regional policy set is necessary which intervenes in the European spatial de-
velopment process and regulates it aiming convergence. In the 70th until the 90
this mechanism existed cum grano salis and ran quiet good, although the suc-
cess was limited (Ireland, East-Germany, Greece and so on). Today such a policy
approach must get much more resources. But the total EU-budget from 2014-
2020 has been reduced under 1% of the EU-BIP by strict austerity decisions by
the net payers like GB, Germany, the Netherlands and Sweden. The volume is re-
lative smaller as in former periods. In contrast the Euro-Memo-Group argues
since many years for a step by step increase of the EU budget to about 5% of
the EU-GDP until 2020.
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Participation and democracy is a more and more important part of the accep-
tance of the European industrial and region cohesion policy approach. In the
1990th this participation mechanism has been improved for the regions and their
stakeholders. Regional development plans have been designed under codetermi-
nation of local and regional authorities, chambers of commerce, unions and en-
vironmental groups. The principle of co-financing between the EU, the Lander
(regions) and the local authorities in the former Objective 2 areas made it possi-
ble that Lander-parliaments and local ones and civil actors were able to co-decide
about projects and investments. The best example in Germany was the develop-
ment and finance of the International Building Exhibition Emscherpark (1998-
1999) in the Ruhr area (…). Also public development banks are necessary for
such a process, well controlled and strictly fixed on the public purposes like the
European Investment Bank. With limited resources there also have to be intro-
duced funds for risk capital for high tech start ups.

2. Industry 4.0, a new revolution of industrial development

Industry 4.0 is a new –not really perfectly described - concept of the next sta-
dium of industrial development, which is organising in a complete new way the
division of labour and cooperation on the basis of the “internet of things” as well
as the maintenance of goods and services for the consumers (Wahlster 2013).
Important elements of this stage are existing, like smart phones, the internet,
clouds, robotics, networks with high capacities and so on.

Industry 1.0. was the iron and steel industry, steam machine + trains, industry
2.0. electricity + chemical industry, industry 3.0. motorcars and aeroplanes and
the first generation of computers, and industry 4.0. is the internet economy, de-
scribed above.

Industry 4.0. presumes, that every product is able to communicate on a decen-
tralised way by senders and receptors via internet with each other one by en-
graved informations. It permanently supports improvements and the ecological
efficiency (heating systems and so on).

But firstly there are some questions to be answered, what is necessary for each
new technology: is it really possible that the internet of things creates a new
stage of productivity of the whole economy? The investments are very high,
especially in the I&C industry. The dead end streets of the ways of industrial de-
velopments are well known: Concorde, Transrapid, the nuclear industry, espe-
cially the fast breeder reactor, the extremely fossil energy based way of produc-
tion and consumption and so on. Are secondly the problems of data security
managerable? On which way the environment of competition between the global
economic blocks will be changed, and especially the positions of the third and
forth world? How the relations between high and low qualified workers will be
changed and so on?
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One central aspect of the industry 4.0. concept is –as the German scientific pro-
motors believe – the ability to win the systems leadership in the field of setting
norms and regulations. „Germany must fight for the global systems leadership“
(Wahlter, 2013), especially in the area of development and production of indus-
trial plants and their regulation, that means an enlarged leading position, which
is based on the dominance within the mechanical and motorcars industries. Of
course, this hegemonic impetus is double edged.

The authors identify in the league of global competitors only three nations: the
US as the dominant country in the field of hardware and software development,
but with a relative weak industry, which shall be re-empowerment by Obama´s
concept of re-industrialisation; China as a hardware and industrial mass producer
and Germany as the producer of high-tech machines and machine-systems (fac-
tory design) as well as high quality consumer goods (motorcars). The EU,
France, Italy and GB are not mentioned in this paper, a typical German arro-
gance and imperialistic hubris.

3. Re-Industrialisation?

The call for re-industrialisation of the countries in crisis today is accepted again
by the mainstream science and political institutions, latterly (in 2012) also by the
EU-Commission, although the same institutes and institutions ten years earlier
argued that for example Germany was over-industrialised and would have an un-
derdeveloped service sector, measured by BIP share and the employment of the
service sector. Indeed, this is true, in comparison for example with Sweden and
other Nordic countries. But the high performance of industry in the Nordic coun-
tries is the basis of high performed services and vice versa. In Germany this was
a very low quality debate as well as the statement of the IFO-president H.W.
Sinn, Germany would be a “Basarökonomie” (“bazaar economy”). To declare the
strongest industrial nation of the EU as a trade economy is not a trivial mistake,
but a fundamental theoretical disaster. It follows that it is not a trivial problem to
explain the industrial strength of an economy or a region.

The industrial share of the gross value added (GVA) and of the employment can
be reduced on different reasons: firstly because the services sector is growing
faster than the industrial one (which is also growing, but its over-proportional
growth of productivity results in a stagnation or shrinking of employment.), sec-
ondly because the GVA of the industry stagnates in contrast to the service sec-
tor, thirdly because the industrial sector is shrinking faster than the service sec-
tor. Forth because the concept of concentration on the key-activities and of out-
sourcing the statistical foundations are change in all regions. Inner industrial and
corporation logistics, engineering, maintenance, business accounting and social
services have been separated and are today accounted by the services sector.
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Partly de-industrialised countries and regions today have a high share of the ser-
vice sector, which in this case is an expression of weakness, which 15 years ago
would have been declared as a concept of strength.

A high share of industry as in countries like Romania of course can express weak-
nesses, if their productivity is low and their production is only an appendix of the
industrial core countries (extended work benches). But sometimes they are bet-
ter as no industries, because with help of adequate industrial und regional policy
instruments these industries can be developed a piece in the direction of more in-
dependency and higher sophisticated production.

4. The „Dortmund School“of Regional Structural Analysis

It follows from above that a much more differentiated and high level analysis and
debate about science, technology, industrial and regional development and quali-
fication of workforces is necessary. This must not be invented completely new.
There are good elements for example in the “Dortmund School of Regional-Struc-
tural Analysis (F. J.Bade, H.Bömer and others). It is based on different long-term
time series of many sectors of the regional economy and theoretically on the ex-
port-basis theory and the cluster approach, added by the regional intervention
concept described above.

Firstly the very complex interrelations of the industrial and the services sector
have to be analysed. The service sector is fundamentally divided between the
business and household orientation. In all sectors today science plays a funda-
mental role. Science, engineering, software, design, marketing and legal services
as well as high quality education and training of the workforce on the one hand
and household orientated private and public services are like retail trade, health,
banking & insurance, logistics, construction, handcraft, education, public services
on the other side are the so-called household-orientated services which are pro-
ducing mostly for the domestic and regional markets. Of course, this export cri-
terion permanently is changing. For example, in GB universities today are recruit-
ing students from all over the world and get high enrolment fees, whereas Eng-
lish students have growing difficulties to get a university place (because the Ca-
meron government triplicated the fees and students from abroad often can pay
much more than English families).

The reorganisation of the industry (concentration on the key activities, outsour-
cing) must secondly be combined with active public intervention, for example
with an active start up policy, because this is one way to reproduce industrial and
entrepreneurial capabilities on a new level and to new generations. Here also the
instruments of venture-capital incentives are useful. Outsourced sectors (like lo-
gistics) very often take with some shares of industrial production. So they are by
themselves partly industrial companies like logistic firms, who assemble, mea-
sure, weight and so on. The industry statistics can be deformed.
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Thirdly by cooperation between the economic development agencies on the local
and regional levels with universities, chambers of industry und commerce ambi-
tious technology promotion programmes should be realised (example: Technol-
ogy Centre Dortmund, Bremen and so on), and in cooperation with education in-
stitutions and enterprises the Dual Qualification should be developed on high le-
vel.

5. The example Dortmund regional structural analysis 1976-2011

A well adapted structural policy needs a detailed regional analysis, as it is de-
scribed in this chapter on the Dortmund example. Of course, these dates exist
for every region of Germany. Each region and their inner structures must be
compared with other cities and regions.

Picture 1 Structural Change of the employment structure in Dortmund 1976-
2009

Explanation: right side top down in % in the year of 2009: public and personal
services; trade; transport and gastronomy; financial and enterprise services;
processing industries; construction.

Source: Bade, 2014
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Picture 2 reflexes fort he years 1976 – 2012 the employment development in se-
lected cities which are comparable with Dortmund. The four large cities of the
Ruhr area (Duisburg, Essen, Bochum an Dortmund) have the weakest configura-
tions, mostly Duisburg. The other three ones nevertheless have won jobs since
the middle of the 90th.

Picture 2 The development of employment in selected cities 1976-2012

Bade 2014

„Picture 2 shows very clearly that Dortmund as well as Bochum, Essen and Duis-
burg lost extremely huge sums of jobs. Only in times of good business cycles
they could gain jobs in absolute terms. For Dortmund since 1999 there can be
seen a stabilization and e small growth of the relative position (see picture 3).
Nevertheless the unemployment rate persisted on a high level, 2005 at 19,6%
and in January 2014 some more than 13%.

Already in the year 2000 the Dortmund economy was strongly de-industrialised
(industry 13,4% of all employees), and this before Thyssen-Krupp closed most of
the Dortmund steelworks in 2001. These closures in mind in 1997 the Dortmund-
project was installed, an ambitious common initiative of the City of Dortmund,
the Land NRW, the universities, trade unions, the chambers of commerce and the
Thyssen-Krupp-Corporation with the aim to economic development especially in
sectors of high technology: micro(nano)structure technology, production devel-
opment, software and new internet-based fields, logistics, and later on biomedi-
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cal technologies. For these sectors the have been founded with the help of the
EU and the Land NRW technology centres and the existing research capacities
have been expanded as well as university and training courses within the Dual
System. Finally at the former steelwork Phoenix there was constructed an 30 ha
urban lake with more as hundred high quality building sites for houses, offices
and restaurants. Half of these options are realised, really a success story.

Pictures 2 and 3 show that in the first decade of the 21st century the employ-
ment situation has been stabilised. But there have not been continuous gains of
the number of jobs, and many of them have become precarious. Picture 3 shows
the Dortmund share of jobs on number of the whole Fed.Rep. of Germany, which
again has stabilised. A more intensive analysis would produce these types of
charts not only for 5 sectors like in Chart 1 but for much more up to 58 about
where data are available from the Agency of employment. The special aim is to
identify science intensive clusters and branches which are adaptable in special re-
gions.

Picture 3
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Bade 2014

Behind this relative stabilisation from the beginning of the 90s there are working
huge structural activities from the Land NRW, the federal government, the EU
and the local authorities. After the full explosion of the structural crises of the
coal and steel regions in the sixties, which resulted in the Ruhr area in a loss of
about 600 000 jobs and in Dortmund of about 80 000, these actors invested in
complex structural policy fields which can be divided in two groups, a “defensive”
one and an “offensive” one. The first one realised Instruments for stabilising the
demand for coal, for example a new tax on heating oil or a treaty of hard coal
using in power stations from 1984-2004. For the steel industry the treaty of Mon-
tan-Union was used, operating regional and price cartels (Art. 58 ff) and common
capacity reduction plans 1978-1988 (Davignon). At the same time huge pro-
grammes for early retirement and occupational retraining of coalminers and
steelworkers were started.

Parts of the offensive activities have been the foundation of large universities and
universities of applied sciences (Bochum, Dortmund, Essen, Duisburg, Hagen and
Wuppertal) the construction of a new rapid train system in NRW, a system of un-
derground tubes in the large cities, the extension of the motorway network, a
huge expansion of the school-system and large urban design renewal pro-
grammes, the most famous of them is the IBA-Emscherpark ( 1989-1999). The
construction of these “heavy” infrastructures was at the same time a long term
economic programme for growth in the Ruhr. With the help of this growth hun-
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dred of thousands of coal miners and steel workers could find jobs in new
branches.

Within the city of Dortmund and most of the other large cities of Germany the so-
cial segregation was deepened in times of economic stagnation and mass unem-
ployment. Although it is not very controversial that in these deprived districts
education, qualification and integration are the most important challenges, there
are not enough financial resource decisions to realise these problems, a result of
the Maastricht treaty, the EU-Fiscal Pact and the debt limit in the German consti-
tution (2009). Because of the low birth rates in the prosperous and rich districts
in the deprived ones about 50 percent of the children are living, a huge challenge
under the conditions of demographic change and social stratification.

Picture 4: The social-spatial segregation of the city of Dortmund

Cluster 1: Growing districts of the middle classes

Cluster 2: Prosperous district of the upper classes

Cluster 3: Family dominated lower classes urban quarters

Cluster 4: Family dominated lower classes urban quarters with high shares if
immigrants

Cluster 5: City orientated with high single households shares and very high un-
employment rates (Because of the university (Eichlinghofen is an ex-
ception)

Source: Strohmeier 2002; Cluster names by my myself



12

The precise knowledge of the social spatial segregation of the cities is important
for deciding about the adequate public urban economic development policy, and
also for embedding the education and social policy in a general urban equalisa-
tion strategy.

6. Industry 4.0. also be suited for the weak countries?

It is the question whether the industry 4.0. policy is relevant for counties in
crises like Greece, Spain and others. The answer is „yes“. Of course, The given
industrial state should bet the starting point and via innovations and rationalisa-
tion to rescue what can be rescued. In the long run these countries have the
chance to develop new companies and new clusters. The preconditions are de-
scribed above: good Universities and research institutions, excellent education in-
stitutions, innovative milieus, cooperation between public and private actors an
so on. O course, market power, capital intensity, the quality of SMEs. The EU-
Commission must realise a cohesion orientated assistance policy In the group of
countries in crisis two clusters of countries: the large counties France, Spain,
Italy and Poland and the small ones like Greece, Portugal, Ireland and the other
eastern European countries. The large countries have a large domestic market
for stabilising the demand for new technologies and branches (leading demand),
for example for the demand for regenerative energies by legal regulations.

7. The Comparison between the economic structures of the EU member
states (DB Research 2013)

This chapter declares the economic and especially the industrial strengths and
weaknesses of the member states. Deutsche Bank Research has published in
Nov. 2013 an interesting report of the re-industrialisation of the EU. It compares
levels, developments and problems of the member states, values strategies,
makes conclusions and present some recommendations. In the analytical part it
is not so ambitious as the Dortmund approach, but it is more as a naïve enu-
meration of the shares of industrial employment and gross value production.
Chart one of the study shows the share of processing industry on the GVP of the
EU from 2000-2012. The share of industrial employment is reducing, but more as
the industrial GVP which has fluctuated in the large crisis very intensively.

Tabelle 1: Shares of EU-Members on the industrial EU-Gross-Value 2012 (A);
Shares from 2000 until 2012 (B) in %-Points in the different Coun-
tries; (C) Development of the industrial employment 2000-2912

(A) (B) (B) (C)

EMU 19,1 -3,3 EMU - 3,3 EU -17,6
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Germany 30,5 -0,0 Finland -10,2 Germany -4,4

Italy 12,6 -4,5 Belgium -5,9 Austria -0,4

France 10,4 -5,2 Schweden -5,6 UK -34,9

UK 9,8 -5,6 Nether-
lands

-2,0 Portugal -32,9

Spain 7,2 -4,6 Austria -1,9 Spain -22,8

„Rest“ 29,6 France -22

Quelle: DB Research 2013, eigene Zusammenstellung

In DB-Research chapter 1 the aim of the EU of 2012 to enlarge the share of in-
dustry until 2020 to 20% is supported by the authors. But indeed there are de-
clared the enormous difficulties to reach the aim.

The Commission underpins four activity fields: investments in new technologies,
a better single market for wares and services (a special German ask (H.B.)), bet-
ter financial conditions for SME and more investments in human capital. The sec-
ond point would be understandable if it would mean a better public organised
leading demand (Leitnachfrage) for new technologies and services.

Chapter 2 of the DB-publication demonstrates the hegemony of the German pro-
cessing industry in the group of large member states. In the large crisis the im-
plosion of industrial employment was prevented, but in a very different intensity
(DB-Research, chart. 3). With 30,5% of the whole processing industry Germany
pinions the other countries on the wall (Italy 12,6%, France 10,4%. UK 9,8%,
Spain 7,2%, and the others 29,6%).

From 2000-2012, the €-time, the GV share of the industry has been reduced
very strongly in the following countries (DB chart 5): Finland – 10%points (the
power of the Nokia crisis), UK -5.6%points, Belgium -5,9%points, Sweden
-5.6%, France -5,2%, Spain -4,6%, Italy -4,5%points. But Germany was able to
hold the share within Germany and to expand it impressively in the EU. Under
the average the Netherlands lost 2%points and Austria -1,9%points, the overall
EU lost 3.2%points.

In the Middle and Eastern European Countries the real value added is growing
over the average, which is the result of the non-membership in des EMU on the
other site of the low wages and the fast growing productivity. The last factor is
mainly the effect of leading western European multinationals that took over im-
portant industries like Skoda (VW) or Dacia (Renault), which have been rationa-
lised, but continued their markets and their own engineering and design. The DB-
paper of course underpins that a high industrial share cannot be interpreted in
any case as an expression of strength economic structures, but only if they have
also high productivity rates.
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The number of industrial employees mainly was reduced in South Europe from
2000-2012 (chart 8) where also France is located (-22%). But also UK is an ex-
treme loser (-35%). These figures are extremely high, and they indicate a brutal
change in the economic and employment development with the beginning of the
currency union which means that a new set of intervention necessary.

There are many reasons for the loss of industrial employment: a macroeconomic
growth of productivity, growing market saturation of industrial products, interre-
gional and international differing unit wage costs, which reflect the different le-
vels of R&D investment and the different wage costs which in Germany have
been reduced by a wage dumping instrumental set since 2003 (Hartz). The abil-
ity to be present with industrial products on large growing markets like China and
the others and also still the United States is very important under the conditions
of stagnating European markets.

Also different structures of branches in the nations and regions are important, for
example in German the high level of mechanical engineering and motorcars in-
dustries, the chemical and electric industry, whereas in France the food-industry
with a share of 40 percent of thy processing industry is a key factor. It is a disas-
ter, that the German meat industry which employs very cheep workers from
Eastern Europe, destroys the famous French meat industry. That means that
France is much easily on its most important sector than Germany on its mechani-
cal engineering markets.

8. A very problematic change of the EU regional policy from 2014-2020

2013 the new budget plan for the EU and therefore also for the cohesion and re-
gional policies was discussed and decided. The whole budget was reduced abso-
lutely and relative, pressured by UK, Germany and some other net-payers. At the
same time the pay-conditions have been changed in the direction of pressing the
receivers to accept more austerity constraints (Arbeit und Wirtschaft 2014). The
conflict about sovereignty between the EU and some of the member states will
be enforced on the national, regional and local level of the structural policy.

9. The Troika-Policy: „inner devaluation“ instead of investments and
the development of new economic structures

The strategy of the Troika is based on a brutal “inner devaluation” of wages, so-
cial and investment expenditures, shrinking state expenditures, privatisation of
state and social activities and growing mass taxes and less imports. These instru-
ments result in weaker trade unions and other social corporations and a funda-
mental crisis of the parliamentary democracy.

The inner devaluation policy with its austerity instruments has produced levels of
crisis of the thirties of the last century: more than 50% unemployment of young
people, more than 25% of the whole working population in Spain and Greece,



15

the deconstruction of the public health and education systems and so on. The
huge import-reduction of Spain, Portugal and Greece did reduce their currency
balance deficits, but forced the crisis of the whole EU. Even Germany in 2013 ex-
perienced only a growth rate of 0.4 percent. If there is no stronger growth in the
northern countries, the stagnation tendencies of the south will continue.

The strategy of inner devaluation reflects surprising similarities to the exchange
course mechanism which is the hope of many rightwing movements and some
few leftwing ones, to leave the Euro. For the actual technical and trade conditions
this approach must be declared as very naive. There are many preconditions for
the functioning of the exchange course mechanism: devaluation expands the ex-
port and reduces the imports only if the domestic production structure is able to
substitute former imports and transforms inner production to an export one.
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