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A RESTRICTIVE POLICY WORSENS THE CRISIS,

ADDS FUEL TO SPECULATION AND CAN BRING TO THE
DISINTEGRATION OF THE EURO ZONE. THE DIRECTION OF
ECONOMIC POLICY NEEDS TO BE CHANGED TO PREVENT
ANOTHER BREAKDOWN OF INCOMES AND EMPLOYMENT
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The extremely serious global economic crisis, d&edrélated crisis in the euro zomell not be solved either
by wages, pensions, social services, education,nageaulture and essential public services, oribsctly or
indirectly increasing taxes on employment and @wkaker social classes.In fact, there iggtlaee danger
that the introduction in Italy and Europe of so-caled “austerity” measures will further accentuate the
features of the crisismaking insolvency, business failure and unemployrgeow faster, and in all
likelihood forcing some member states at some goinithdraw from European monetary union.

The fundamental point that must be understoodaittie current instability of the monetary Uniomat
merely the result of slick accounting or easy spandt is actually the outcome of a far deepeelinteaving
between the global financial crisis and a seriasmbflances in the euro zone, deriving mainly fiitwe
unsustainableconomic liberalist nature of the Treaty of Unionand from theestrictive economic policy
of the member states which systematically show amalus in their balance of payments.

The world crisis that exploded in 2007-2008 id stilderway. Since no intervention was made on its
structural causes, we have never actually emergedit. As has been acknowledged from many quarters
one of the main explanations for this crisis isThe world crisis that exploded in 2007-2008 is stil
underway. Since no intervention was made on its sictural causes, we have never actually emerged
from it. As has been acknowledged from many quartes, one of the main explanations for this crisis is
the For many years this gap was compensated by ap®xcal escalation in financial speculation and in
private debt, which, starting from the United States, acted ssmaulus for global demand.

Today there are some who are counting on a retuwotld growth based on a new financial boom in the
United States. By unloading a huge quantity of coverable private debts on the state balance sheists
hoped to give a new boost to finance and to theeadlmechanism of accumulation. We believe dghat
credible world recovery on this basis is highly unkely. In any case, it would be tenuous and short-lived.
At the same time we find illusory to hope that without a profound reform of the in&gional monetary
system China would be willing to give up its comuial profits and act as the driving force for world
demand.

In short, we are facing the dramatic situation wfaald economic system that lacks a primary sourcefo
demandthat, is, a “sponge” that can absorb the prodactio

The unsolved global crisis has been particulardtyifethe European monetary Union. The evident
vulnerability of the euro zone derives from profdunternal structural imbalances, whose main céiasen
the economic liberalist design of the Maastrichgatly, in the expectation that the various aredaseoftJnion
can be rebalanced purely through market mechanesmasin the restrictive deflationary economic ppld



countries with a systematic balance of paymentslgsir Particularly important among thesé&isrmany,

which for some time has been oriented towards keggpages down compared to productivity, demand and
imports, and towards the penetration of foreignkats in order to increase German firms’ share ef th
European market. With such policig ‘surplus’ countries do not contribute to the deelopment of the
euro area but paradoxically are pulled ahead by theveaker countries.More specifically, Germany
accumulates a considerable surplus in its balahtrade, while Greece, Portugal, Spain and evendeéréend
to get into debt. Even Italy, despite the very gnowth of its national income, finds itself buyingre from
Germany than it sells, thus accumulating growinigtsle

Thecomplete mobility of capitalin the euro zone has hugely favoured the creatianedit-debit
imbalances between countries. For a long timejrrglgn the idea of the efficiency of the marketyis
believed that rising debt ratios between membéestshould be considered the postive sign of greate
financial integration in the euro zone. But todiig iquite clear that theupposed efficiency of the financial
markets finds no confirmation in practice and the imbalances accumulated prove to be umsabte.

It is for these reasons thaperators on the financial markets are betting onhe disintegration of the euro
zone.They foresee that owing to the continuation ofchgis the revenue of the member states will decli
and the earnings of a great many businesses akd hdlhbe further reduced. In this way it will be
increasingly difficult to guarantee the repaymentebts, both public and private. Various countdesld
therefore bgrogressively pushed oubf the euro zone, or they themselves magtide to leavan order to
escape from the deflationary spiral. The risk afegalised insolvency and of debts being reconventedthe
national currency is therefore the real issue naditing the speculators. So the turbulence of trenfiral
markets rests on a seriesreél contradictions. However, it is equally true that the speculatesgiectations
add fuel to the lack of confidenceand therefore tend to be fulfilled. In fact, behroperations on the
markets push up the difference between interess i@td income growth rates, and can mean thatrdebto
who were previously able to repay their debts adelenly made insolvent. Financial operators, wften
act in conditions that are non-competitive and anyting but symmetrical in terms of information and
market power, are therefore able not only to foresee the fubuitealso to help determine it, following a
pattern that has nothing to do with the so-calletidamentals” of orthodox economic theory and the
presumed criteria of efficiency described in itsibaversions.
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In such a scenario we think itpintless trying to oppose speculation with mere &n agreements in
exchange for support for restrictive policieson the part of the indebted countries. The loaiiswfact
simply postpone the problems without solving thémd policies of “austerity” lower the demand evears)
bringing wages down and therefore further lessetiie@bility to repay loans on the part of debtbgh
public and private. Though significant, the chamgmonetary policy by the ECB, which says it isde#&o
buy government bonds on the secondary markety&@ new perspective by the announcement that the
central bank wants to “sterilise” these operatiith manoeuvres on currencies or within the banlsiygtem
which would have the opposite effect.

The errors committed are undoubtedly due taéoessive remedies of economic liberalism suggestad
economists tied to the schemes of analysis in vogaepast years,but that do not seem capable in the
slightest of grasping the salient aspects of thekings of the economic system.

It is quite clear that the stubbornness with wisabh depressive policies are pursued is not sithglyesult
of misunderstandings generated by economic modatseviogical coherence and empirical relevance has
now been strongly challenged within the academioroanity itself.

The fondness for so-called “austerity” is actu#ilg expression afonsolidated social interestsThere are in
fact some people who see the current crisis agacehto accelerate the processes of dismantlinglsoc
services, fragmenting employment and restructuaimg) centralising European capital. The underlytegiis
that the capital that emergestorious from the crisis will be able to trigger rapid anmulation, moreover
exploiting thelower competitivity on the marketsand a furtheweakening of employment.



It must however be understood that if such interast backed up, not only is one acting against the
workers’s interests, but the conditions are alsngereated for an uncontrolled centralisationagbital, the
productive desertification of Southern Italy and ofwhole macroregions in Europe, migratory processes
that are increasingly hard to control, and ultimatdy for gigantic debt-driven deflation, comparable aly
to that of the Thirties.
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The Italian government has so far put in place a dicy designed to foster this dangerous deflationary
spiral. And the further budget belt-tightening announdedether with the persistent tendency to reduce the
defence of employment, can only cafisgher cuts to income, after the plunge already reorded in Italy

in 2009.Keep it clearly in mind that the scientific assuiops underlying the belief that such policies can
improve the economic situation and the balancetsdrebtherefore safeguard the country from an kavhc
speculation are highly questionable. Instéadaking this road there is the risk of aggravatirg the crisis,
multiplying insolvencies and therefore speculation.

Nor can the opposition forces be said to have spuaforward alear programme of alternative economic
policy. Greater awareness is spreading about the sergaishéhe crisis and the mistakes of the past, but
voices have been raised from some sectors of thesipon suggesting contradictory or second-redacss,
like the proposals designed to introduce furthertsterm work contracts or to carry out the massive
privatization of public services. Even the frequesdts for so-called “structural reforms” are
counterproductive, when instead of being characterised by measuregrazl to oppose waste and the
privilege of the few, they are translated into et proposals for the downsizing of social and eyplent
rights.

As a warning for the future, it is best to rememtbat in 1992 Italy was subjected to a speculaivack
similar to those currently underway in Europe. #¢ time, the Italian workers accepted an irksome
programme of “austerity”, based above all on th@pession of the cost of labour and social security
spending. At the time, like today, it was said tiegt sacrifices were necessary to defend the ridzatlae
national economy from speculation. However, shattgr the programme was passed, shares in thenahti
currency suffered fresh attacks.the end Italy left the European Monetary Systemanyway, and the lira
was sharply devalued. Workers and much of the comitjntherefore paid twice: because of the policy of
“austerity” and because of the increase in the abshported goods.

It should also be remembered that, with the praagjustification of lowering public debt in relati to GDP,
in past years our country has carried omtassive programme of privatisationsNow, the programme’s
effects on public debt, which were slight anywagyénlargely vanished in the wake of the crisis, ted
implications in terms of the country’s positioniimgthe international division of employment, econom
growth and social well-being are today considdrigghly questionableby the most reputable scientific
literature.

We therefore believe that the approach adopted mpw needs to be abandoriefore it is too late.

It must be taken into account that for a long tite likely thatthere will not be a driving force that can
ensure a strong stable recovery for business andddd development. To prevent the crisis frontiget
worse and to avoid the collapse of the project whified Europe, what is needed therefore is a vision

and a change in the general directions of econguiicy. In other wordslzurope must take an

independent path to developts forces of production, increase its well-beisgfeguard the environment and
the region, and guarantee social equity.

First of all, for a debate of such importance tdurmain the various countries involved and in tbétjzal
institutions,space must be given to the democratic process.other words, there must bme available.
That is why as a preliminary step, we proposédrtireediate introduction of a check on speculationTo
this end, initiatives at a national but also abardinated European level are underway, but thesorea



being introduced still seem weak anddequate.Putting an end to speculation is undoubtedly fssbut
uncertainty and political ambiguity need to be gatof. The ECB must therefore commit itself futty
buying the stocks under attack, and stop “stemiysits interventions. Adequate taxes need to heosed
designed to discourage short term financial traimsas, along with effective administrative controls the
movement of capital. If the conditions for takingncerted action were not found, it would belfatter to
intervene at once on a national levelyith the methods available, than to delay actingpao nothing at all.
It is only through such initiatives that decisiara be takeimn the time required by democratic
institutions, without the latter being subjected to the constiargat of a speculative attack.

The experience of the past teaches us that totetgccounteract deflationwage floor needs to be
imposed, through minimum wages, constraints ondiand new general rules to protect employment and
unionising processes. Above all at the presenesthg idea of entrusting the process of destmctial
creation of jobs to market forces alone is anadjfycsenseless, as well as politically irresporssibl

In coordination with monetary policy, we need te@mage the countries with a balance of paymemidis)
especially Germany, to take appropriate measuresgand the demandso as to trigger a process of
virtuous rebalancing of European Monentary Uniommiper states’ balance of paymenike leading
‘surplus’ countries have a great responsibility,on this point. The rescue or the destruction eflimion will
depend largely on their decisions.

We need system of progressive taxatiocoordinated at a European level, which can helgvterse the
trend towards income disparity that contributethioutbreak of the crisis. We need a shift offiseal load
from employment to capital profits and to rentepfrincomes to wealth, from PAYE taxpayers to tax
evaders, from the poor areas of the Union to ttle snes.

There should be a significant expansion of the Wsitederal budget and the possibility of issuingdpean
bonds. There should be the attempt to coordinatalfpolicy and European monetary policy for theppse
of drawing up alevelopment plandesigned to achieve full employment and the reaiogbalancing not
only of buying power but also of the productive @aeifies in Europe. The plan should follow a diffaregic
from the often inefficient and aid-oriented merntathat governed the European development fundsiduld
be based first of all on thmublic production of collective goodsranging from the funding of state research
facilities to fight the monopoly on intellectualgmerty, to the safeguarding of the environmentgtponal
planning, to sustainable labour mobility, to theecaf individuals. These are goods that inevitaj@yperate
market failures and are not understood by the éichibgic of the private capitalistic firm, but &etsame time
are indispensable in strengthening the forcesadymtion and in guaranteeing equity and socialcwitl
progress.

We need to regulate and restrict the access of sanadrs and pension funds to the financial maikkgt.need
to restore th@rinciple of separation between banks offering ordinary short-term creaig finance
companies that work on the medium to long term.

To counter any strategies of dumping and of “expgrthe recession” by non-EMU countries, we should
considera system of conditional opening of marketsyf capital and goods. This opening can be complete
only if coordinated wage and development policiespait in place.
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We are well aware of the distance existing betwamermrecommendations and the currigatrful decline in
the state of European economic policy.

We believe however that the present direction ohemic policy may soon prove to basustainable.If the
conditions do not exist for the realisation of a&lepment plan based on the objectives outlineztgetiwill be
an extemely high risk of debt-driven deflation @ahd consequent disintegration of the euro zones iBhi
because some countries could be sucked into argicpiral, caused by short-sighted national “aiigter
policies and the resulting pressure of specula#d certain point these countries could be forcedut of
the monetary union or could deliberately decide tdeave it in order to try to create their own econont



policies in defence of internal markets, incomes ahemployment.If things actually went in that direction,
it is obvious they would not necessarily be seethasnain culprits for the crisis of the Europeaion.

Such eventualities make us think that the condstiom longer exist for reviving the European siyit
appealing only to our shared ideals. The truthagwhat is underway is the most violent and determined
attack on Europe as a political player and on the lastibas of social security in Europe. Now more than
ever, thenin order to survive and be revitalised, Europeanismrmeeds to embody a meaningnd real
opportunities for coordinated economic, social eiwd development.

Essentially what is needed isdtart a broad and open debate on the reasons andsonsibilities for the
dire mistakesbeing made in economic policy, on the consequsks 0f a worsening of the crisis and of a
disintegration of the euro zone, on the urgent rieed change in the direction of European econguicy.

If the hoped for change in European economic paloyuld not eventuate, unemployment will increask a
the crisis of the euro zone will worsen. In this cge, national authorities could be forced to take
autonomous economic policy decisions in order to stain internal markets, incomes and employment.

cutting

SIGNATURES

Nicola Acocella (Universita di Roma ‘La Sapienz&pberto Artoni (Universita Bocconi), Alberto Asque
(Universita di Cagliari), Aldo Barba (Universita Napoli ‘Federico 1I'), Francesco Baruffi (DemocenSipe
— Modena), Enrico Bellino (Universita CattolicaMilano), Sergio Beraldo (Universita di Napoli ‘Fed®
II'), Luigi Bernardi (Universita di Pavia), PaolaeBolini (Universita di Modena e Reggio Emilia), Ma
Biagioli (Universita di Parma), Salvatore Biasca{lrsita di Roma ‘La Sapienza’), Adriano Birolo
(Universita di Padova), Giovanni Bonifati (Univeésdi Modena e Reggio Emilia), Stefania Di Bono
(Universita di Pisa), Bruno Bosco (Universita dildhio Bicocca), Paolo Bosi (Universita di Modenaeg&lo
Emilia), Carlo Brambilla (Universita dell'InsubrigEmiliano Brancaccio (Universita del Sannio), ldati
Caldari (Universita di Padova), Romano Calvo ((énsita di Milano Bicocca), Rosaria Rita Canale
(Universita Parthenope di Napoli), Francesco Cail(igniversita di Roma ‘La Sapienza’), Lorenzo Qkse
(Universita di Genova), Maurizio Caserta (Univexgit Catania), Mario Cassetti (Universita di Bra¥ci
Lucilla Castellucci (Universita di Roma ‘La Sapi@f)z Duccio Cavalieri (Universita di Firenze), Sierg
Cesaratto (Universita di Siena), Laura Chies (Ursit@ di Trieste), Guglielmo Chiodi (Universitaldoma
‘La Sapienza’), Roberto Ciccone (Universitda Roma)TRomeo Ciminello (Pontificia Universita Gregowa
di Roma), Giorgio Colacchio (Universita del Salgntlena Colopardi (ANCE), Giuseppe Conti (Univi&si
di Pisa), Lilia Costabile (Universita di Napoli ‘&erico II'), Francesco Crespi (Universita Roma T(@arlo
Devillanova (Universita Bocconi), Carmela D’Apiddr(iversita Roma Tre), Marcello De Cecco (Scuola
Normale Superiore di Pisa), Pasquale De Muro (UsiteeRoma Tre), Elina De Simone (Universita
Orientale di Napoli), Giancarlo De Vivo (UniversdaNapoli ‘Federico II'), Davide Di Laurea (ISTAT)
Amedeo Di Maio (Universita Orientale di Napoli), #nio Di Majo (Universita Roma Tre), Marco Di Marco
(ISTAT), Fernando Di Nicola (ISAE), Giuseppe Di &ifUniversita di Catania), Leonardo Ditta (Univ&si
di Perugia), Sebastiano Fadda (Universita Roma Rietardo Faucci (Universita di Pisa), Alberto &&d
(Universita Roma Tre), Stefano Figuera (Univerdit&atania), Alejandro Fiorito (Universidad Nacibda
Lujan) Massimo Florio (Universita di Milano), Giygge Fontana (Universita del Sannio), Guglielmo Eerg
Davanzati (Universita del Salento), Saverio Frafumiversita Roma Tre), Lia Fubini (Universita dbflno),
Stefania Gabriele (ISAE), Mauro Gallegati (Univeadrolitecnica delle Marche), Pierangelo Garegnani
(Universita Roma Tre), Adriano Giannola (UniversdidNapoli ‘Federico II'), Andrea Ginzburg (Univeéid
di Modena e Reggio Emilia), Enrico Giovannetti (Werisita di Modena e Reggio Emilia), Alessandro fglira
(ISAE), Claudio Gnesutta (Universita di Roma ‘Lgpsmza’), Stefano Grando (Universita di Roma ‘La
Sapienza’), Augusto Graziani (Universita di Roma $apienza’), Andrea Imperia (Universita di Roma ‘L
Sapienza’), Bruno Jossa (Universita di Napoli ‘Fextell’), Paolo Leon (Universita Roma Tre), Sergio
Levrero (Universita Roma Tre), Paolo Liberati (Usisita Roma Tre), Stefano Lucarelli (Universita di
Bergamo), Giorgio Lunghini (Universita di Pavia)ndenzo Maffeo (Universita di Roma ‘La Sapienza’),



Ugo Marani (Universita di Napoli ‘Federico II'), Mia Cristina Marcuzzo (Universita di Roma ‘La
Sapienza’), Domenico Marino (Universita Mediterran Reggio Calabria), Ferruccio Marzano (Universit
di Roma ‘La Sapienza’), Pietro Masina, Universit&dpoli ‘L’Orientale’) Fabio Masini (Universita Roa
Tre), Giovanni Mazzetti (Universita della Calabyillarco Mazzoli (Universita Cattolica del S. Cudie
Piacenza) Luca Michelini (Universita LUM), Salvagdvlonni (Universita Roma Tre), Mario Morroni
(Universita di Pisa), Marco Musella (UniversitaNhpoli ‘Federico II'), Francesco Musotti (Univeisidi
Perugia), Oreste Napolitano (Universita di NapBlrthenope’), Sebastiano Nerozzi (Universita Catali
Milano), Mario Nuti (Universita di Roma ‘La Sapieaiy, Guido Ortona (Universita del Piemonte Oriee}al
Andrea Pacella (Universita del Sannio), Ugo Padamiversita di Siena), Paolo Palazzi (Universit&Rdma
‘La Sapienza’), Daniela Palma (ENEA), Stefano PahmiResponsabile Ufficio Europa CGIL), Antonella
Palumbo (Universita Roma Tre), Sergio Parrinellaigdrsita di Roma ‘La Sapienza’), Marco Passarella
(Universita di Bergamo), Rosario Patalano (Univtardi Napoli ‘Federico II'), Stefano Perri (Univéesdi
Macerata), Cosimo Perrotta (Universita del Saleriabio Petri (Universita di Siena), Antonella Picc
(Universita di Modena e Reggio Emilia), Marco Pacti(Universita di Napoli ‘Federico II'), Paolo Rin
(Universita di Ferrara), Federico Pirro (UniversiidBari), Massimo Pivetti (Universita di Roma ‘La
Sapienza’), Pier Luigi Porta (Universita di MilaBicocca), Felice Roberto Pizzuti (Universita di Rotha
Sapienza’), Elena Podrecca (Universita di Tries@plo Ramazzotti (Universita di Macerata), Fabio
Ravagnani (Universita di Roma ‘La Sapienza’), RidoaRealfonzo (Universita del Sannio), Angelo Reati
(ISEG), Michele Rosco (Universita di Salerno), $&igossi (Universita di Friburgo), Roberto Romano
(CGIL Lombardia), Alberto Russo (Universita Politéza delle Marche), Andrea Salanti (Universita di
Bergamo), Francesco Scacciati (Universita di TQriGovanni Scarano (Universita Roma Tre), Roberto
Schiattarella (Universita di Camerino), Ernestoepanti (Universita di Siena), Primo Silvestri
(TuttoRiminiEconomia — TRE), Annamaria Simonazzn{i#rsita di Roma ‘La Sapienza’), Riccardo Soliani
(Universita di Genova), Luca Spinesi (Universitdvidicerata), Stefano Staffolani (Universita Poliiean
delle Marche), Antonella Stirati (Universita Romee)l; Francesca Stroffolini (Universita di Napoledrerico
II'), Stefano Sylos Labini (ENEA), Valeria Termifiniversita Roma Tre), Mario Tiberi (UniversitaRloma
‘La Sapienza’), Guido Tortorella Esposito (Univéaisiel Sannio), Paolo Trabucchi (Universita Roma),Tr
Attilio Trezzini (Universita Roma Tre), Pasqualadico (Universita Roma Tre), Domenica Tropeano
(Universita di Macerata), Vittorio Valli (Universitdi Torino), Michelangelo Vasta (Universita di i5ag,
Alessandro Vercelli (Universita di Siena), Carmata\(Universita del Sannio), Luca Zamparelli (Unisita
‘LUISS Guido Carli’), Adelino Zanini (Politecnicaetle Marche), Gennaro Zezza (Universita di Cassino)
Andrea Zhok (Universita di Milano).

Promoters of the initiative: Bruno Bosco (Univeasiti Milano Bicocca), Emiliano Brancaccio (Univeasdel
Sannio), Roberto Ciccone (Universita Roma Tre)cRido Realfonzo (Universita del Sannio), Antonella
Stirati (Universita Roma Tre). Contacisto@letteradeglieconomisti.it




