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1. Introduction 
 
In spite of the urgency to fight the worst post-War economic crisis and the stagnation spectre, 
Europe is crippled by two fundamental dilemmas: what to do and who should do it. They are far 
from being clearly elucidated, let alone to be solved. However, the latter dilemma is perhaps more 
crippling than the former, for it is peculiar to Europe owing to its unresolved institutional 
architecture. Hence, it should be clear, especially to those who struggle for a progressive future of 
Europe, that the two dilemmas can only be resolved together. This is especially true for the Euro 
Zone (EZ). 
 Let us attack the problem from the 'who should do it' side. In the last years the debate on the 
perspectives of the EZ economies has played around the very crucial question. Should the task to 
restore economic growth be performed by the government of each member state? Or, alternatively, 
should the most substantial effort be put forth by the European powers - the European Commission, 
the ECB, and other bodies endowed with expenditure capacity, such as the BEI? Or, even more 
generally, should more economic policy powers be moved from national states to "genuine 
European" institutions? Economists and politicians are sharply divided on how to respond to it. The 
proximate reason is that the answer strongly relies on the judgement one holds on the origins of the 
EZ crisis. The remote, and deeper, reason goes back to the Weltanschaaung embedded in the EMU 
Treaties.  

On the former ground, the dominant view, which is put forward by a vast front - ranging 
from the politicians and the media of the most powerful countries within (Germany) and outside the 
currency area (United Kingdom) to economists of first-rank universities and, needless to say, to the 
European authorities at Frankfurt and Brussels - denies that the EZ crisis was generated by the sub-
prime crisis. These circles take it for granted that the crisis of the euro of the past years is traced 
back to the “high public debt” problem of the “laggards” in reforming their economies. Being 
responsible for their rocketing spreads, after provoking the loss of confidence by markets operators, 
the governments of these countries should be in charge of their own destiny. This view is also 
consistent with the Weltanschaaung of the EMU Treaties, which rest on the endorsement of the 
national sovereignty principle, integrally applied in the fiscal sphere. The joint effect of these 
proximate as well as remote conditioning views results in a dangerous stalemate in the face of 
challenges posed by the crisis and its highly disputable – and disputed  policy management. Our 
view is that the stalemate not only is responsibility of governments (which, by the way, change) in 
the double game among themselves and EMU institutions, but also has roots in the public opinions. 

We first draw on some recent releases of the Eurobarometer in order to detect the opinions 
regarding home country vis-à-vis the EU. This is an informative comparison for the issues at stake, 
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also because, as we shall see, there are differences between residents in the Euro Zone (EZ) and the 
others (NoEZ). These opinions can also be crossed with the general trends towards the EU and the 
euro in particular. Then we represent Europe's stalemate in a European version of the  "Impossible 
Triplet" sketched by Dani Rodrik to describe the dilemmas of globalization, a triangle given by the 
three constitutive dimensions of the EU: “European integration”, “National sovereignty”, 
“Democratic consensus”. Each of them is incompatible with the other two dimensions.  One out of 
three must be given up. In this triangle we can also locate the options of the major European policy 
families in the aftermath of the recent elections. Owing the role of voting people in the stalemate, 
we argue that the journey towards a "genuine European Union" will have to be long and tortuous, 
with an intermediate stage of enhanced policy coordination mechanism among national 
governments that replace the present pseudo-technical, pseudo-automatic application of fixed rules. 

  
2. Origin(s) of the crisis and its solution(s) 
 
In a recent analysis, Daniel Gros reckons that the European Commission has no say in the decision 
to switch to fiscal discipline but to make pressure on national governments. The political and 
economic powers, and in particular the decisions on taxation and public expenditures, still rest in 
the hands of each country. Accordingly, the EZ crisis is lingering mainly because of the lack of 
recognition by each (Peripheral) government that it is its own responsibility to boost the economic 
recovery. The recipe is well-known: priority should be given to amending the weaknesses of the 
productive system, put order in public finances, and getting rid of the extensive rents embedded in 
the labour market as well as in many public utilities. This appraisal of the current EZ stagnation has 
been endorsed also by the Governor of the ECB. Mario Draghi has recently evocated a sort of 
“suspension” of the democratic powers in the non-disciplined countries and the take-over of fiscal 
policy by no better identified supra-national authorities.  

To this view, a methodological objection can be first and foremost opposed. The EZ is by no 
means a simple collection of separate economies, plus the single market built up through the acquis 
communitaire and a common currency. Quite on the contrary, the economic and monetary union 
have worked out a series of reciprocal externalities, which are very effective in conditioning the 
macroeconomic performance of each member of the EZ. 

First, the financial externality has at the root of the contagion propagating in the past years 
within the EZ. When the DG for Economy and Finance of the European Commission keeps blaming 
Peripheral governments for being reluctant to cut public expenditures, it disregards that the thesis 
whereby the EZ crisis stemmed from “fiscal irresponsibility” is gravely flawed. What has become 
more and more apparent, after investigation conducted on a vast array of econometric models, is 
that the huge raise in the spreads with the German Bund of the sovereign bonds of Peripheral 
countries has been fuelled by two main failures in the European authorities:  
(i)at the outbreak of the crisis, the Trichet stubborn refusal to help public bonds to take back 
credibility by reducing the ECB interest rate (even rising it in 2011, three years after the burst of the 
financial crisis);  
(ii) in the middle of the spread hikes, the prudent monetary stance then followed by Draghi. A 
substantial monetary expansion at an interest rate close to zero, similar to the one triggered by the 
Fed decision, would have impeded the credit crunch, softened the recession, and helped EZ 
governments with a compromised fiscal solvency to recover confidence in the sovereign bonds’ 
markets.  

Given the opposition to start a “quantitative easing” by the Bundesbank representatives in 
the Board of the ECB, this route could not taken by Mario Draghi. The LTRO financing engineered 
by the ECB in winter 2011-12 to finance the distressed banks of the EZ was used by banks to rescue 
the Italian and the Spanish sovereign bonds, so that the perverse linkage between banks and 
sovereign debts took place. These latter had been increased by the need to recapitalize the national 
banking system after the Lehman collapse; the trust in the banking system was hindered by the 
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falling value of public debt in their portfolios. The consequent pessimistic expectations about the 
default risk pending on the Periphery’s sovereign bonds provoked the market sentiment of fearing a 
systemic risk, which was the main culprit of the contagion effect going from the Greek “haircut” to 
the spreads of the other Peripheral countries. Therefore, the liquidity support provided by the LTRO 
to Peripheral governments while exposing the ECB governor to the accusation to bail-out the public 
debt of “non-disciplined” governments, came too late to impede the Greek default triggering a 
contagion within the Periphery, with rocketing spreads fuelling expectations of a possible 
breakdown of the whole EZ.  

The rationale conveyed by this narrative about negative externalities developing within the 
EZ is that the markets’ perception of fiscal sustainability of each member state, and thus its 
sovereign spreads, were determined by a “bandwagon effect” much more than by prospective 
solvency of the country. The advocates of the view of the “single responsibility” of each 
government about their country’s macroeconomic performance fail to recognize the central role 
played by the negative externalities in prompting the EZ crisis. Once the importance of externalities 
across sovereign spreads – namely, the “domino effect” linked to the joint participation in the euro 
currency area - is recognized, it is difficult to evade the conclusion that the lack of the function of 
“lender of last resort” caused the conduct of monetary policy by the ECB to be severely crippled. 
Second, the aggregate demand externality impinging on the EZ macroeconomic equilibrium. The 
view that the economic recovery within the EZ resides in the individual responsibility of each 
government dispenses with basic macroeconomics. Olivier Blanchard has admitted the fault of the 
IMF in not properly forecasting the amplitude of the European recession, as well as the size of the 
fiscal multiplier in a period of recession, also considering the relevance of the “liquidity constraint” 
hampering demand decisions of an enlarging portion of the population in a phase of increasing 
income inequality. Peripheral countries have then been penalised twice by the conservative  view 
about the absolute value of the fiscal multiplier. Just as the IMF (and also the OECD) 
underestimated the negative impact on GDP of the cut in public expenditures imposed by Brussels 
on the Peripheral governments, the very same mistake of underestimating the value of the multiplier 
coefficient is presently repeated in refusing the concession of a delay in the achievement of a 
balanced budget and/or a looser limit on the reduction of the public debts dictated by the Fiscal 
Compact forbidding the same governments to pursue an economic recovery. The perverse logic of 
“individual responsibility” here applies again. Once the Peripheral governments are forbidden to 
medium-term balance, and manage their public budget by rising the primary structural deficit above 
the more rigid constraints, they are compelled to renouncing to a large fiscal multiplier boosting 
GDP growth. Hence, lower than expected GDP growth rates are now transferred by financial 
operators in a rising default risk. They are right, as declining fiscal revenues are bound to further 
worsen the public debt / GDP ratio.  
 

3. What Eurobarometer data say 
 

What are the feelings of the European peoples towards Europe? And more importantly, how do 
different peoples judge Europe vis-à-vis their home country? The objective of our investigation is to 
assess to what extent European citizens' opinions not only are affected by the socio-economic 
consequences of the crisis, but whether and how this manifests itself in a different "blame" (or 
approval) on Europe or the home country. Though rough like all opinion surveys, this is however a 
useful exercise in order to get a hint about the attitude towards devolution of national sovereignty, 
and about possible differences between EZ and No-EZ residents.   

Eurobarometer is the public opinion surveys conducted on behalf of the European 
Commission which provides a great deal of information about how the European integration is 
perceived. In particular, we are interested  to gauge the reaction of citizens to EZ crisis and 
macroeconomic governance dictated by Brussels from 2007 onwards. The analysis has been 
restricted to few general questions, so to avoid the likely bias connected to very detailed questions 
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(such as the request of sophisticated judgements on the crisis and the perspectives of the job 
market). Admittedly, the information provided by Eurobarometer is often too loose to provide a 
reliable information about how citizens evaluate the European integration process. However, this 
caveat should not be taken as an utmost limit. Granted that the most viable conception of 
democracy is still the people’s expression of a vote “for or against” on a series of issues, this 
character of the European questionnaire just reflects the simplifying character of any democratic 
expression of  opinion.  

Let us start with a brief survey of two basic "single-choice" Eurobarometer questions. The 
first is about the single currency “A European economic and monetary union with a single currency, 
the euro: please tell whether you are for it or against it” The answers of July 2014, compared to 
those of Spring 2007, still show a large, albeit declining, majority of citizens of the EZ respondents 
continue to support the adoption of the euro. Though, with respect to Fall 2013, the public opinion 
has reverted in Portugal for the first time in the 2007-13 period (50% “against” versus 44% “for”) 
and in Italy (46% “against” versus 41% “for”), the percentage in favour is now 59% (with respect 
63% in 2007). Therefore, the Europeans, especially in the Peripheral countries, are loosing 
confidence in the single currency as common house. 

At the same time, this does not imply that the participation in the European integration 
process, and the trust in a “better Union” in the future, have faded away. Another Eurobarometer 
survey1 has collected answers to the question: “More or less decision-making should take place at 
the EU level about economic policy and taxation”? Apart from Ireland, where is predominant the 
anti-Brussels opinion, stemming from the anti-statalist opinion typical of any Anglo-Saxon country 
(39% voting for “more”), Italy (63%) and Portugal (68%) are definitely in favour of further steps 
towards integration in Europe, while the voting in Spain and Greece is almost split (49% voting for 
“more”). Probably, the prudent “wait-and-see” attitude stems from the perception of the high cost of 
the “exit” and/or the expectations that EZ powers could eventually be willing to provide financial 
support at less stringent conditions. 

Our focal information is obtained by answers to a two-faceted question, eliciting a possible 
divergent opinion between how Europe as a whole, vis-à-vis the respondent’s own country, behaves: 
“At the present time, would you say that, in general, things are going in the right direction or in the 
wrong direction, in the European Union / in your country?”2 . We present the data in different 
formats. Table 1 shows the data by country: each column gives the respondents in percent points (R 
= right, W = wrong). Table 2 presents the descending ranking of respondents for each question: it 
allows to identify the top/bottom countries for each of the four opinions.  As can be seen, the top 
'EU is right' countries are Bulgaria, Estonia, Romania, Croatia and Poland, all new accession 
countries with a possible "honey moon" effect. As a mater of fact, it is telling that the EZ as a whole 
ranks much lower than the No-EZ as a whole. Further, the top 'EU is wrong' countries are Greece, 
France, Cyprus, Italy, Austria, Spain and Finland, that is all EZ countries, so that under this 
dimension the EZ ranks higher than the No-EZ. It seems that the euro is a liability for the feelings 
towards Europe. The attitude towards the home country is more mixed geographically, but the EZ as 
a whole ranks lower than the No-EZ for positive judgement, and higher for negative judgement. 
Overall, these data suggest that the EZ is an area of bitter discontent both towards the EU and 
towards the home countries. 

[Table 1] 
[Table 2] 

By means of figure 1 we seek to provide the reader with a single snapshot of the country 
distribution  along the four dimensions of the questionnaire, that is EU/Home, R/W. We have 
rearranged the data as follows. First we have selected the EU/Home dimensions; for each of the two 

                                                
1 Special Eurobarometer n. 413, “Future of Europe”,  March 2014. 
2 Cfr. Special Eurobarometer n. 415 “Europeans in 2014”, July 2014. The complement to 100 corresponds to figures 
related to the other possible answers: “neither the one nor the other” and “don’t know”.  
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we have computed the difference between respondents choosing R and W3; hence a positive 
(negative) figure indicates the prevalence of R over W (of W over R) and its intensity. Then each 
country has been plotted on a spreadsheet divided into four quadrants.  

 
Figure 1 
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The EU-R/Home-R quadrant displays countries where the majority of respondents appears 

supportive of the current state of affairs. The popular feeling that they are mainly people in the 
"German block" is not contradicted by the data (except the remarkable case of Malta). The political 
indication may be that this area would vote for the status quo. At the opposite pole there is the EU-
W/Home-W quadrant, that is people largely angry with both the EU and their  home country. Again, 
it comes with little surprise that these are mostly EZ countries (the most severely hit by the crisis 
and austerity, but not only) and the EZ as a whole. The political implication may be that this area is 
ready to support major changes, but it is not so clear which changes and where. For instance, Gros's 
interpretation of the electoral results such that they are in the end supportive of pro-Europe parties 
and policies is questionable. The most relevant success (if not the single one) of a pro-Europe party, 
the Italian Democratic Party, is explainable with a wish to change the country, but, in the light of the 
location of Italy on the map, not so much by the wish the change it as today's Europe dictates. 
Likewise, the support in these countries for more power devolution to Europe found above is 
traditionally the other side of the coin of the discontent with the home country, but it is not ipso 
facto approval for Europe-as-it-is. An interpretation à la Gros seems more appropriate for the EU-
R/Home-W quadrant, suggesting that here Europe(as-it-is) may indeed be seen as a positive driver 
of the change of the country. It may be recalled that this was the majoritarian attitude of the Italians 
before joining the EMU, but now, as seen before, this quadrant is peopled by No-EZ, "honey moon" 
residents. Can this area pro-Europe(as-it-is) be summed up with that of first quadrant? In other 
words, are these countries better EZ partners for the German block than the true ones? Do they 
approve the same Europe? Maybe, or may be not if, say, in the long run the costs of the Europe with 

                                                
3 This is necessary also because respondents across questions are not normalized to 100%, so the respective figures are 
not easily comparable. 
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the euro exceed the benefits of the Europe without the euro. Finally the last quadrant with EU-
W/Home-R seems less relevant quantitatively, with the no-surprise of the UK and the surprise(?) of 
Austria.  

 
4. Europe stalemate 
 
On the road towards European integration, a stumbling block was, in the famous words of Tommaso 
Padoa Schioppa, the “Impossible Quartet” consisting of free trade, free capital movements, 
monetary policy autonomy,  fixed exchange rates.  The choice was to give up monetary sovereignty 
to keep the other “public goods”. As said in the Introduction, we find ourselves today in the 
European version of the  "Impossible Triplet" sketched by Dani Rodrik to describe the dilemmas of 
globalization. On the three vertexes of a triangle, we can place the three constitutive dimensions of 
the EU: “European integration”, “National sovereignty”, “Democratic consensus”. Each of them is 
incompatible with the other two dimensions.  One out of three must be given up. 
 
Figure 2 

 
 
“European integration”, as it has developed over the last decades, reveals itself – or is perceived – 
as conflicting with the autonomy of members in deciding on matters which may penalize the 
national economy  (the vertex “National sovereignty”), and with national institutions which are 
direct expression of people's will (the vertex “Democratic consensus”).  The EZ fiscal rules, largely 
blamed for the negative consequences of austerity, are emblematic. In the triangle, Europe’s 
stalemate corresponds to a point situated  at an equal distance from the three vertexes. This 
stalemate is at the same time the result of the weaknesses of the EU institutional design and of the 
confused idea that the public opinion has of Europe as testified bu the Eurobarometer data.  

 Which one should be waived among the three goals? Which will governments point to? 
Provided that the European Parliament will be able to use the wider powers gained with the Lisbon 
Treaty, which policy strategy could it put forward and with what political majority? It is an easy 
guess that in favour of the No-euro option are not only the two countries appearing in the last 
quadrant (EU-W/Home-R), but all the political separatist parties in search of autonomy both from 
the oppression of the EU burocracy and from the central government of their own country, which 
are often accused to use the Brussels government as the Troyan Horse which by strengthening ties 
among European countries prevents the secession process.  However, the multi-faceted group of 
"No Euro" parties is far away from the others for its harsh opposition to European integration (or at 



 7 

least to the euro). We do not think that a majority could be set-up favouring a process towards 
"National sovereignty + Democratic  consensus" on the bottom side of the triangle, that is the end of 
the EU as we know it now. The Centre-Left/Left parties advocate an accelerated move towards a 
full-fledged democratic and – at least ideally – federalist Union, that is they point to the left side of 
the triangle. The short-term objective is a change, possibly even the abrogation, of the system of 
automatic fiscal rules. The Conservative/Moderate parties, led by Angela Merkel, are of course very 
suspicious about this perspective. As the election winners, will they lean towards the right side of 
the triangle through the strengthening of the "intergovernmental method"? That is, integration in 
small homeopathic doses filtered through "National sovereignty". Nobody can foresee the future 
with confidence. However, we just offer our forecast of the likely outcome, and a proposal aimed to 
change a risk in an opportunity. 
  1. The newly elected President of the Commission, Junker, is, and will be, weak. He seems 
part of the stalemate problem, not of its resolution. For Junker is obviously on the opposite side  for 
the Centre-Left/Left, but he is also too “communitarian” (up on the right of the triangle) for the 
Conservative/Moderates who are very "intergovernmental" (down on the right; hence Great 
Britain's opposition). 

2. Be as it may, for the moment we do not see greater chances to go towards the left side of 
the triangle either. Also because a gap can be perceived between the Centre-Left/Left leaders 
(oriented up to the left) and their electorate (oriented down to the left).  To give an example, high in 
the agenda of governance reforms has appeared since many years the creation of a supra-national 
fiscal authority. How appointed, with what powers and with which degree of compliance with 
decisions not agreed on by single countries?  In other words, the electorate (until now) in favour of 
the EU is really ready for a leap to a genuine federalism? We are quite dubious. Anyway, the time 
needed for such a structural change is much longer than we can reasonably afford today  
  3. In case Europe would fall in some place along the right side, would it be possible to limit 
the damages and move beyond the status quo? Our - admittedly provocative - idea, is to seek to 
reach the top of the triangle  along the path Democratic consensus  National sovereignty  
Integration  (which, we are glad to note, is not so different from what Jurgen Habermas has said in 
the interview appeared on the Italian newspaper "Corriere della Sera", on June 18). As highlighted 
by the crisis, the integration dimension to which priority should be assigned is a common fiscal 
policy vis-à-vis the common central bank (see below). Very bluntly, the way is to accept  the 
"intergovernmental method", but without the pseudo-technocratic screen of automatic and rigid 
rules. In practice, a sort of "upgrade" of Ecofin to become the (seed of) European fiscal authority, 
endowed with full autonomy and independence. After all, Ecofin consists of a council of ministers 
legitimated by democratic elections. In this phase, this appears as the sole expediency to achieve 
common decisions which are proximate to the source of democratic legitimacy, which is, and will 
remain for long,  at the national level.  

4. The point is neither to fully abolish the fiscal rules, nor to get rid of the general principles 
of responsible fiscal policy as stated by the Treaties. On the contrary, they should remain in place as 
reliable indicators to help the policymakers in reaching the fiscal decisions affecting the member 
states. These decisions should however stem from transparent negotiations and be compatible with 
overall macroeconomic contingences, which may change and require flexible, and sometimes 
"unconventional", responses. This "new Ecofin" should set up effective decision rules (e.g., 
majority voting, with no veto power). Will the minority governments accept the decisions of the 
majority?  Let us reverse the question: Do national governments, and their electorates, really think 
that more cooperative fiscal policy could be obtained in the present regime? Here are some 
advantages of this new design. 

a) The idea of substituting rules for the discretion of governments, although it was motivated 
by the absence of a true European government, has been a complete failure. Rules were loose when 
they should be strict, and too strict when they should be relaxed. The crisis management is judged 
poor worldwide. The idea that the rules are better enforced and more acceptable by way of a third 
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non-governmental entity such as the Commission turned into the opposite, rising generalized 
feelings of unfairness and illegitimacy and causing serious structural damages to the foundations of 
the common house. Furthermore, the present fiscal rules are by no means “technical” (if purely 
technical rules exist on earth). Their technical quality and integrity have been largely disputed ever 
since the beginning. Indeed, they are the hibernation of  the equilibrium of powers among the 
governments that gave birth to the euro. In particular, the role of Germany as dominus on fiscal 
matters.  

b) If the German-block governments are willing, and have the strength needed, to exert this 
role in the fiscal decisions of Europe, they will have to act under the sun light, by negotiating with 
the other governments, without the screen of rules which were established twenty years ago.  

c) This will make it transparent “who wins, who loses” and dispell the false myth of a 
technocratic dominance, which is in fact the dissimulated dominance of the hegemonic 
government/s.. As a matter of fact, when the rules were not acceptable by sufficiently powerful 
governments, they were not applied. In this perspective, much more than in the present impasse, it 
is likely that coordination solutions could emerge. 

d) Not least, if it is clear where and how "my voice matters", offering authoritative and 
credible governments and political personalities on European matters will gain much higher value 
in  political and electoral competitions at the national level.  

5. What we envisage is actually akin to the modus operandi of the ECB transferred to an 
institutional body with the (indirect) legitimacy to make decisions with political fallouts. The ECB 
is respectful of statutory rules and of the general giudelines established by the Treaties, but it does 
not apply mechanical rules.  Under the rethoric of the technocratic cover, the ECB decides in full 
autonomy in every contingency, through discussion and balancing of different views (and interests) 
among the members of the board (in fact, sometimes it happens that the German view does not 
prevail). As a matter of fact, so far the ECB has been the sole European institution "thinking 
European", and which  has been up to the task in front of the storm. 
 

 
6. Concluding with an agenda for policy coordination 
 
  We will now propose an alternative – more cooperative – approach to macroeconomic 
governance aimed to foster recovery in Europe. From the analysis conducted in section 2 we 
understand that a fast boost to aggregate demand in each EZ country cannot come by the domestic 
fiscal stimulus, whatever is the width of the “fiscal compact” limit by which each government is 
constrained. The road towards a positive and satisfying recovery rate in the EZ can only be opened 
by a fiscal coordination at the Bruxelles level of government. 

The ideological rebuttal of the relevance of the Keynesian fiscal multiplier produces its more 
poisoned fruits in downplaying major macroeconomic interdependences across EZ countries. To ask 
the Periphery to pursue its GDP recovery through a deep real devaluation amounts to implying that 
competitiveness of any economic system participating in a currency area is not a relative concept 
but is up to each member country. On the contrary, any macroeconomic textbook teaches that the 
overall aggregate demand within a currency area is the weighted average of the surpluses and 
deficits of its member states. As well-known in Brussels, with a surplus above the 6% of GDP, 
Germany is presently violating the Six Pact article tackling the “composition problem”, that is the 
obligation to revive domestic demand for a country that causes the other countries’ current account 
deficit by suckling their domestic demand. Again, a more “active” monetary policy would help 
much. Think of a ECB announing a bolder inflation target, followed by a monetary expansion close 
to Fed’s one. The Peripheral countries’ could benefit twice from higher wages and prices boosting 
domestic demand in Germany and the consequent aggregate demand re-equilibration within the 
overall EZ. Given substantial intra-EZ trade flows, these laggard economies would not only 
increase exports but – even more important – would be freed from the chains of supply-side 
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policies, which are pushing them in a dangerous deflationary spiral. In fact, by exploiting a higher 
inflation rate, the Peripheral countries could revert their real devaluation process and catch the 
opportunity to engineer, through a declining real wage rate, a much easier – and socially sustainable 
- internal devaluation. Moreover, the whole EZ would enjoy larger exports after a devaluation vis-à-
vis the US dollar. 

Time for such a move is almost over, however. The pressure by Brussels to accelerate cuts to 
public expenditures is negatively impinging on the expectations on demand and thus the level of 
activity. Indeed, the present state of affairs of low or absent growth is the worst of all worlds, as a 
vicious circle could start again just as it already happened in 2009 and 2012. Peripheral countries 
are experiencing in 2014 the dangerous situation whereby the risk of default cold be fuelled by 
disappointing growth, with the possibility that a contagion effect could renew a hike in the spreads 
also in countries on the right track of more sound public finances. In this unfortunate case the 
negative externalities would come back, the blindness of the “single responsibility view” would 
reach its climax. Similarly to the Japanese economy of the last decades, the EZ is presently severely 
exposed to the danger of precipitating in a long-term stagnation. 

The general impression one gets from the analysis of the Eurobarometer answers is that 
European citizens still trust the euro. But this feeling is now running into a diminishing rate of 
consensus, given that the governments’ – monthly announcement about the recovery in growth 
taking place the month ahead  prove systematically wrong.  The reviewed survey answers of section 
3 suggest that the growing disaffection in the Peripheral countries about the viability of the EZ 
could be tightly linked to the widening distance between the opinion of Core and Periphery peoples 
about the European project. The message that the Periphery seems to deliver to Brussels is that the 
policy of austerity is at odds with the trust in the euro. Taking into account the narrative of section 
2, this judgement entails that between the policy advocated by Germany - “first, keep your own 
house in order, so that we could coordinate on a common macroeconomic governance” - and the 
alternative approach - “first let us coordinate on a common macroeconomic governance, so to make 
viable to keep our own house in order” - it is the latter to fit with the complex linkages and 
reciprocal externalities in which the EZ economies are embedded.  

For the euro to be rescued by the accusation to be the cause of a rising unemployment and of 
an enduring lack of growth, the two above mentioned externalities are to be reverted from negative 
to positive. As for the first, the contagion effect creating interdependence across the risk premium 
set by financial markets on euro-denominated sovereign bonds should be counteracted by a bolder 
approach to the OMT operation by the ECB, and a more effective functioning of the ESM freed 
from excessive conditionality.  Both measures could help to renovate confidence in the Periphery’s 
sovereign bonds, which is still shaky, given that their public finances are damaged by the austerity 
and the fiscal retrenchment as a pre-condition of financial assistance. As for the second, there is an 
urgent need, given the depressed domestic demand by which most economies are dampened, to 
boost growth by exploiting the economies of scale connected to the implementation of European 
public goods, the financing of which could be provided by the BEI. 

We are aware that these proposals have been around for years as they run counter the 
German block's leadership in tandem with the entrenched economic doctrine. Our idea is that, in the 
wait for the United States of Europe, immediate steps should be taken to create a different 
institutional framework for policy coordination. This does not guarantee that the different policy 
interests of the German block can be overcome, but that, as it happened with the ECB architecture, 
negotiations will be clear and transparent, not predetermined under the curtain of fixed rules, so that 
alternative views may have a chance. A simple slogan for the political leaders engaged in this battle 
may be: "Do not ask to change the fiscal rules, ask to change the rules of the game". 
 
(References to be added) 
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Table 1:  
 EU-R EU-W Home-R Home-W 
AT 25 42 35 29 
BE 40 41 41 39 
BG 49 13 18 54 
CY 19 49 22 56 
CZ 35 40 30 49 
DE 33 31 46 24 
DK 46 36 54 36 
EE 49 18 45 28 
EL 15 64 9 79 
ES 26 42 18 66 
FI 33 42 38 41 
FR 21 56 15 72 
HR 47 25 15 68 
HU 39 23 27 43 
IE 38 25 45 28 
IT 15 45 13 58 
LT 45 16 22 48 
LU 39 31 53 22 
LV 35 20 22 40 
MT 43 12 54 13 
NL 45 31 52 33 
PL 46 27 29 53 
PT 25 34 21 52 
RO 48 20 18 62 
SE 41 39 46 41 
SI 32 23 9 64 
SK 35 39 20 57 
UK 20 34 39 31 
EU-28 30 37 29 48 
EZ 26 42 27 50 
No-EZ 36 29 32 44 
 



 11 

Table 2 
Top EU-R Top EU-W Top Home-R Top Home-W 

BG 49 EL 64 DK 54 EL 79 
EE 49 FR 56 MT 54 FR 72 

RO 48 CY 49 LU 53 HR 68 
HR 47 IT 45 NL 52 ES 66 
DK 46 AT 42 DE 46 SI 64 
PL 46 ES 42 SE 46 RO 62 
LT 45 FI 42 EE 45 IT 58 
NL 45 EZ 42 IE 45 SK 57 

MT 43 BE 41 BE 41 CY 56 
SE 41 CZ 40 UK 39 BG 54 
BE 40 SE 39 FI 38 PL 53 

HU 39 SK 39 AT 35 PT 52 
LU 39 EU-28 37 No-EZ 32 EZ 50 
IE 38 DK 36 CZ 30 CZ 49 

No-EZ 36 PT 34 PL 29 LT 48 
CZ 35 UK 34 EU-28 29 EU-28 48 
LV 35 DE 31 HU 27 No-EZ 44 
SK 35 LU 31 EZ 27 HU 43 
DE 33 NL 31 CY 22 FI 41 
FI 33 No-EZ 29 LT 22 SE 41 
SI 32 PL 27 LV 22 LV 40 

EU-28 30 HR 25 PT 21 BE 39 
ES 26 IE 25 SK 20 DK 36 
EZ 26 HU 23 BG 18 NL 33 
AT 25 SI 23 ES 18 UK 31 
PT 25 LV 20 RO 18 AT 29 
FR 21 RO 20 FR 15 EE 28 
UK 20 EE 18 HR 15 IE 28 
CY 19 LT 16 IT 13 DE 24 
EL 15 BG 13 EL 9 LU 22 
IT 15 MT 12 SI 9 MT 13 

 


