
 1

Hermann Bömer, Dortmund                    September 2011 
 
Former TU Dortmund, Faculty of Spatial Planning, Department of Political Economy                                     
E-Mail: Hermann.Boemer@tu-dortmund.de 
 
Abstract: Aspects of the Political Economy of the EU-Crises 
 
11..  MMuullttii--ccaauussaalliittyy  ooff  tthhee  ccrriissiiss  iinn  aa  gglloobbaall  ddiimmeennssiioonn::  
- The believe of the stability of deregulated markets for goods and capital and especially 
speculative capital markets after the collapse of socialism 
-  Self-regulation instead of public control and regulations; private is  better as public. 
- Unequal income and wealth-distribution are better as more equal ones. Billionaires  
“earned” their money by “hard work or intelligence”, unemployed people are too expensive to 
get jobs. 
Who wins? Rich people, shareholders and top managers of banks, insurances, hedge and other 
funds and industrial companies. The privatisation of social securities and public services 
destroys social and regional cohesion fundamentally. Societies do not have common interests 
anymore. 
 
2. Stages of the integration policy 
Beginning with the single internal market (1986) the more or less Keynesian way of 
integration before (J. Delores) was transformed into a neo-liberal type of integration. 
Maastricht was the second milestone, but it was also the helpless try of France and the others 
to control the “New Germany”. 
 
3. After Maastricht it was the first time that a new stage of integration (EMU) of the EU was 
not compensated by a new dimension and stronger type of regional-structural and EU-budget 
policies. So the competitiveness of the peripheral regions lost power, the balance deficits grew 
up. But for one and a half decades this shrinking competitiveness was overcompensated by 
falling real interests and a housing- and office-boom. 
  
4. Germany partly transferred the model “Bundesbank” on the Monetary Union. “Am 
deutschen ökonomischen Wesen soll zwar nicht die Welt, aber Europa genesen“ (From the 
German economic way of live Europe has to gain “). Germany with the biggest market and 
the strongest industries made huge profits from the common market and the single currency, 
but at the same time it polarised the internal income and wealth-distribution and destabilised 
the “periphery” and became the biggest creditor.  Of course the model “Bundesbank” was 
only partly transferred:  The Bundesbank  used to interact with  a powerful national state with 
a huge national budget. German is a strong fiscal and transfer-union with horizontal and 
vertical financial equalisation mechanisms. Otherwise the collapse of Eastern Germany would 
never have been compensated by more than thousand billions DM/EURO.     
 
5. The Maastricht Treaty construction failures are clear: a monetary union without a transfer 
and financial union (or at least big steps in that direction) cannot run well. A strong regional 
and industrial policy is necessary to strengthen the weaker countries and regions. The new 
neo-liberal mantra “strengthen the strength” (Treaty of Lisbon) in the middle and long run 
will weaken the whole community. 
 
6. A large wave of austerity policies followed the expenditures for the rescue of banks and 
other financial institutions. The new economic and financial EU-regulations strengthen the 
austerity dictates. The majority of the EU parliament supports this counterproductive course. 
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7. Nationalism, racism und right wing populism is expanding significantly. These tendencies 
destroy solidarity und rational policies. The German arrogance of being “Exportweltmeister”, 
best practitioner of budget policies and debt management discipline (Schuldenbremse, debt-
brake) urges more ands more anti-German feelings. And more and more Germans look at 
more and more European peoples as they did it in colonialist times. 
  
8. The most important steps to prevent an Euro-desaster: 
 
- European state bank which emissions euro-bonds 
- Short term doubling of the new European budget 2014-2020 
- Much stronger regional-structural policy which supports the productive basis of the weaker 
regions and countries 
- Radical control of the capital-markets 
- Change from austerity policies to eco-social transformation and structural policies for full 
employment ecological and regional restructure. 
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Paper: Aspects of the Political Economy of the EU-Crises 
 
1. Social models in Western Europe and the first steps of integration. 
 
After World War II the Western European societies have been more or less “third way” or 
“mixed economies”, more in England, France and Italy and the Scandinavian countries, less 
in West-Germany and the Benelux. Huge parts of the industries and infrastructure systems 
were public owned or at least under strict public control. The tax systems were progressive 
and mainly based on income and profits, not on consumption. The currency system was 
determined by the Breton Wood System, which means that it was rather stable und useful for 
the weaker states and economies. Also public media were strong (but not progressive in any 
case), private media controlled the newspapers and magazines. 
 
The causes of the neo-liberal counterrevolution which started in the beginning of the 
seventies, are well described and declared, but one main point was the set of contradictions 
within the macroeconomic policies (stagflation), another the weakness of the US economy as 
a result of the Vietnam war, which undermined the power of the leading currency. In the same 
time over-accumulation of capital and the birth of the post-war financial capital sector led to 
the first deep economic crises (1973ff), which was also the first severe crises of resources 
(oil) and environment. Last not least the third world was under huge pressure of the IWF and 
financial capital. 
 
The new intellectual hegemony of neo-liberalism – well prepared by many think-tanks and the 
rise of private media conglomerates – declared all positive things of the post-war area as 
causes of the crises: good wages, strong trade unions, low unemployment rates, high social 
services standards, state owned companies, strong public budgets, adequate tax incomes etc.  
The Breton Woods cooperation was followed by the system of flexible currency exchange 
rates, which resulted in a radical intensification of global competition between the US, Japan 
and western Europe. Helmut Schmid, Giscard and J. Delores and later Helmut Kohl and F. 
Mitterrand designed the EWS I and later the single internal market rules and the EWS II, 
which became more and more ambivalent in terms of stability and social aspects. 
Margaret Thatcher and the Anglo-American think-tanks and private media radicalised the 
“Wende”. Within Great Britain this approach was realised radically. Traditional Labour und 
the traded union were marginalised in less than ten years. This counter-revolution became the 
mantra for all leading classes and elites.  The single internal market (1986) and later the 
Maastricht treaty 1992 became the most important projects of this great change, which was 
intensified by the collapse of the socialist countries and world.  
 
The “state of the art” of neo-liberal thinking at the beginning of the 90th: 
 
- The believe of the stability of deregulated markets for goods and capital and especially 
speculative capital markets after the collapse of socialism 
-  Self-regulation instead of public control and democratic regulations; private is better as 
public. 
- Unequal income and wealth-distribution are better as more equal ones. Billionaires “earned” 
their money by “hard work or intelligence”, unemployed people are too expensive and 
unqualified to get jobs. 
Who wins? Rich people, shareholders of banks, insurances, hedge and other funds and 
industrial companies. The privatisation of social securities and public services destroys social 
and regional cohesion fundamentally. Societies do not have common interests anymore. 
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Of course different social models in Europe are still existent, the Scandinavian, Anglo-
American, the continental and Mediterranean and the eastern Europe transformation one, but 
they do not anymore differ so much as from the 70 to the nineties (look at PRESOM-book, 
2010). It is important, that countries like Germany, France, the Netherlands, Belgium Austria 
and Sweden and even Italy did not completely copy the Anglo-Saxon model of 
deindustrialisation and the hypertrophy of financial services.  
 
2. Stages of integration, steps of intensifying regional and structural policies 
 
Since the 70th in a more or less Keynesian manner each new stage of EU-integration and 
extension was accompanied by a larger and more advanced system of regional policies. The 
theoretical assumption was, that a rapid development of a common market produces uneven 
developments and regional and structural crises. Objective 1 money was therefore transferred 
to the new member states with less than 75% income average (cohesion funds), Objective 2 –
money for old industrial areas which were not able to restructure their economy by 
themselves, and these instruments have been partly effective like for example in Catalonia 
(Objective-1, later O-2 ) the Ruhr (O-2 and even Merseyside (objective 2, O-1 since 1993).  
 
Maastricht was the first time that a new, radical stage of deepening the integration (EMU) of 
the EU was not compensated by a new dimension and stronger type of regional-structural and 
EU-budget policies. The EU-budget remained at about 1 percent of the EU-GDP! In contrast 
the Euromemo-Group, especially Jörg Huffschmid, called for an expanding EU-budget until 5 
percent of the EU-GNP and so also for the structural funds.  So the competitiveness of the 
peripheral regions lost power, the balance deficits and surpluses grew up. But for one and a 
half decades until 2007 this shrinking competitiveness was overcompensated by falling real 
interests in the weaker countries and a following housing- and office-boom.  The theory of 
productivity of countries and regions without industrial and agrarian production and 
productivity completely failed. Service sectors need a high productive industrial basis, at least 
in large economies 
 
The EMU and its effects on competitiveness of the regions on more than 15 years have 
reproduced in some important aspects the form of the “German Model”. Germany mostly 
transferred the model partly to the Monetary Union. “Am deutschen ökonomischen Wesen 
soll zwar nicht die Welt, aber Europa genesen“ (From the German economic way of live 
Europe has to gain “). Germany with the biggest market and the strongest industries made 
huge profits from the common market and the single currency, but at the same time it 
polarised the internal income and wealth-distribution, destabilised the “periphery” and 
became the biggest creditor.   
Of course the model “Bundesbank” was only partly transferred:  The Bundesbank used to 
interact in DM-times with a powerful national state with a huge national budget. Germany 
was and is a fiscal and transfer-union with powerful horizontal and vertical financial 
equalisation mechanisms. Otherwise the collapse of Eastern Germany would never have been 
compensated by more than thousand billions DM/EURO and regions like, Saarland, Bremen 
or the Ruhr would not have had any chance to handle the steel shipping and mining crises in a 
more or less social manner.     
 
3. Construction failures of the Maastricht Treaty 
 
The Maastricht Treaty construction failures are clear: a monetary union without a transfer and 
financial union (or at least big steps in that direction) and the real power of a lender of the last 
resort cannot run well. The treaty does not allow die handle the full spectrum of CB 
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instruments like purchasing national bonds, Eurobonds etc. Nevertheless ECB did use parts of 
it, but different political actors, most right wing ones, are fighting against it and get supporters 
mostly from the right.  
A strong regional and industrial policy is necessary to strengthen the weaker countries and 
regions. Economic equality is a core instrument and aim for social stability and justice. The 
new neo-liberal mantra “strengthen the strength” (Treaty of Lisbon), it is the way from 
Keynesian compensation policies to the neo-liberal believe on the “triple down effects”, in the 
middle and long run will weaken the whole Union.  
Maastricht was not followed by a social oriented European constitution. In contrast, all the 
neo-liberal economic und social strategies and instruments were tried to be fixed forever in 
this basic constitution document, later the Lisbon treaty. The effect was the disaster of the 
constitution polls in France and the Netherlands, which of course have been also a good arena 
also for the right wing populist movement in Europe.  
 
4. Some aspects of the financial and political crises management   
 
A large wave of austerity policies followed the expenditures for the rescue of banks and other 
financial institutions. The new economic and financial EU-regulations strengthen the austerity 
dictates. The conservative and right wing majority of the EU parliament supports this 
counterproductive course. 
All national parliaments and economic and financial organisation supported the rescue of the 
banks with public money –without important and strict obligations on the capital markets. So 
the capital markets are still “free” und uncontrolled. This means that they are able to attack 
the states and their debt budgets like in Greece, Portugal, Ireland, Spain and Italy. 
 
5. Disastrous political effects of the wrong policy strategies  
 
Nationalism, racism und right wing populism is expanding significantly. These tendencies 
destroy solidarity und rational policies. The German arrogance of being “Exportweltmeister”, 
best practitioner of budget policies and debt management discipline (Schuldenbremse, debt-
brake) urges more ands more anti-German feelings. And more and more Germans look at 
European peoples as they did it in colonialist times: arrogantly and “Herren” like. 
 
6. Scenarios of the deconstruction or the rescue of the Euro-System 
 
A. The GIIPS will stay members of the EMU, but they have to reduce and devaluate the 
internal exchange rate by reducing wages, social transfers, public investments and other 
expenditures (f.e. weapons). Their parliaments will loose all their decision power, the Big 
Three IWF, ECB and EU-commission will dictate the budgets and the privatisation schemes. 
This approach has been and will be accompanied by rescue umbrellas for Greece, Ireland and 
Portugal. This “concept” has been implemented until now (September 2011). But the 
combination of harsh austerity policies and high interest rats and permanent attacks of the 
speculative markets makers leads to radical shrinking markets and still expanding deficits. No 
solution 
 
B. Greece, Italy, Spain, Portugal and Ireland will be pressed to leave the Euro. They will not 
do it together, which means that it will not become a construction of an Euro II. The living 
standard will be reduced by about 30 or 40 percent. Although a huge devaluation will be one 
result, but it will be not probable, that the exports will grow significantly. But the imports will 
dramatically decrease. Foreign debts will expand enormously, because they are nominated in 
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Euro. In any case both sides will loose wealth (of course in a unequal level), and the political 
conflicts on the old continent will grow up, with German as the most powerful country. 
 
C. The immobility of the elites especially in Germany, but also in France and in Brussels and 
Frankfurt will support right wing populists all over Europe. Back to the DM (Franc) and so on 
will seem to be a solution. The Euro process will be finished for decades, the DM will 
revaluate significantly. The currency competition of the 70th and the beginning of the 90th 
(remember the devaluation of the Br. Pound, the Spanish Pesetas and the Italian currency) 
will be restarted again. The reinstallation of the EWS I and EWS II would not be probable for 
many years. It would not be unrealistic to assume that the EU would be thrown back to a pure 
free trade zone (with some important common policies like foreign trade, CAP and a weaker 
regional cohesion policy), which all the years has been promoted by British governments. 
 
D. Concerted and strong actions, mainly concentrated on cheep money supply (Euro-bonds), 
strict controls of the capital markets and banks, investment packages for and in the GIIPS. 
These instruments have to improve the social conditions in the destabilised countries. This 
orientation needs at least some elements of new visions and perspectives for Europe: a 
currency, fiscal and transfer-union, controlled by a much more powerful EU-parliament. It 
also needs a change from the hegemony of neo-liberalism to a progressive eco-social view of 
the EU-perspectives.   
 
E:      D+: 
- a European state bank which emissions euro-bonds 
- a short term doubling of the new European budget 2014-2020 
- a much stronger regional-structural policy  which supports the productive basis of the 
weaker regions and countries   
- a fiscal und transfer union, based on a Keynesian orientated macroeconomic design for 
social and ecological transformation.  
- a change from austerity policies to eco-social transformation and structural policies for full 
employment, ecological and regional reconstruction   a.s.o. 
 
 
Appendix 
 
Four scenarios about the future of Euro land (FTD, 17.12.2010) 
 
Scenario 1: The same procedure as every year.. – Something always is going on in Europe 
(probability 35%) 
Scenario 2: Reformed  Union – Economic community in core Europe (probability 50%) 
 
Scenario 3: Division – Change 15 Silvio to 1 Franc-Mark (p. 5%) 
 
Scenario 4: Collapse of the currency union – The end with a big bang  ( P:5%) 
 
It is easy to see that all four scenarios are very pessimistic. No one develops a vision for a 
stable and useful currency union for all current members and perhaps for new ones like 
Poland. 


