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With the death of Eric Hobsbawm the left has suffered a heavy loss.
Transform! is honouring him in this issue by publishing a text that

makes immediately evident the famous hallmarks of this great historian – a
universal historical culture, the capacity for systematic and bold analysis as
well as his accessible style free of all academic jargon. If, at the end of his de-
liberations Hobsbawm points to the alternative of “socialism or barbarism”
that the 21st century must confront, he provides a clear indication of the di-
rection in which the left should attempt to go.

That we are obviously far from being in a revolutionary period is clear
from the comprehensive analysis of social development since the Second
World War which Erik Olin Wright presents. In it he examines various types
of class compromise and identifies the factors that can lead to positive results
from the point of view of workers.

The essential focus of this issue is constituted by a series of analyses aiming
at deepening our understanding of the causes and consequences of the crisis
that continues to affect the European Union and the Eurozone. Among oth-
er things, the flaws in the fundamental conception of the Community and
the problems created by Germany’s dominant role in the shaping of EU poli-
cies are examined.

Despite the stable and peaceful post-war development of Europe, the
awarding of the Nobel Peace Prize cannot distract our attention from a fun-
damental fact: Europe’s economic and social condition has become aggravat-
ed in 2012. An end to the crisis is not in sight. The austerity process imposed
by the Troika has – far from showing a way out – unleashed a process of so-
cial destruction in Europe’s south, which threatens to drag the whole Euro-
zone into a recession. While some countries are facing a humanitarian catas-
trophe, Europe’s power centres, the European Commission and the European
Council as well as the European Central Bank, have imposed a quantum leap
in the integration of Europe on a centralist and authoritarian basis. Howev-
er, this can only further sharpen the contradictions of the Eurozone and the
European Union.

On the other hand, 2012 can also go down in history as the year in Europe’s
post-war history in which the populations, the workers, youth and the pre-

Editorial



carious, spoke up with hitherto unseen resolve. This has been expressed in
the reinvigoration of a consistent political left in elections in a series of coun-
tries, among them Denmark, Spain, France, Greece and the Czech Republic.
As this issue of transform! appears the first cross-border general strike in the
history of the European Union is taking place on November 14. The Spanish,
Portuguese and Greek unions have taken the initiative in this, and the Euro-
pean Trade Union Confederation has extended it with a EU-wide Action and
Solidarity Day for a European Social Pact.

This, however, is not the only novelty. An important new element in the ef-
fort to make resistance to austerity policies and the authoritarian turn more
effective is represented by the project of an “Alter-Summit” in the first half of
the coming year. The project – which is being sponsored by more than 80 or-
ganisations, among them the biggest European trade unions (CGT, CGIL,
CCOO and CGT-P) and important social movements like ATTAC and also
NGOs, and which also enjoys the support of ETUC and is supported by im-
portant political personalities of the Party of the European Left, among them
its chair Pierre Laurent – represents a two-fold ambition: on the one hand,
turning the rejection of the prevailing policies into a broad struggle for an al-
ternative and, on the other hand, translating this alternative into a politics for
changing the relation of forces in Europe. Transform! Europe is an active part
of this process, which can connect the social, cultural and political left to the
struggle for a new, common hegemony.

In her article, Elisabeth Gauthier looks at the existing strategic possibilities
for the left in the present conjuncture.

In addition to this focus, the condition of the left is addressed by articles
touching on various issues ranging from a detailed analysis of the Greek elec-
tions to left formations in Russia.

Lutz Holzinger

We are fortunate to have the Austrian photographer Mario Lang as illustra-
tor of this issue.

Mario Lang was born in 1968 in Vienna, was trained as an optician but
since 2000 has worked as a photographer and editor of Vienna’s street news-
paper Augustin. He was the photographer for several books of reportage and
also directs the Stimmgewitter Augustin Choir (www.stimmgewitter.org). He
is active in the local music scene as a music (lover) worker, has a penchant for
rivers, including the Danube, and the East and lives and works in Vienna.
www.mariolang.com 
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I.

In the spring of l 847 Karl Marx and Frederick Engels agreed to join the so-
called League of the Just [Bund der Gerechten], an offshoot of the earlier
League of the Outlaws [Bund der Geächteten], a revolutionary secret society
formed in Paris in the 1830s under French revolutionary influence by Ger-
man journeymen, mostly tailors and woodworkers – and still mainly com-
posed of such expatriate artisan radicals. The League, convinced by their
“critical communism”, offered to publish a manifesto drafted by Marx and
Engels as its policy document, and also to modernise its organisation along
their lines. Indeed, it was so reorganised in the summer of 1847, renamed
League of the Communists [Bund der Kommunisten], and committed to the
object of “the overthrow of the bourgeoisie, the rule of the proletariat, the
ending of the old society which rests on class contradiction [Klassengegen-
sätzen] and the establishment of a new society without classes or private
property”. A second congress of the League, also held in London in Novem-
ber- December1847, formally accepted the objects and new Statutes, and in-
vited Marx and Engels to draft the new Manifesto expounding the League’s
aims and policies.

Although both Marx and Engels prepared drafts, and the document clear-
ly represents the joint views of both, the final text was almost certainly writ-
ten by Marx after a stiff reminder by the Executive, for Marx, then as later,
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found it hard to complete his texts except under the pressure of a firm dead-
line. The virtual absence of early drafts might suggest that it was written rap-
idly. The resulting document of twenty-three pages, entitled Manifesto of the
Communist Party (more generally known since 1872 as The Communist Man-
ifesto), was published in February 1848 and printed in the office of the Work-
ers’ Educational Association (better known as the Communistischcr Arbeit-
erbildungsverein, which survived until 1914), at 46 Liverpool Street in the
City of London.

In 1998 we commemorate the 150th anniversary of the publication of this
small pamphlet, which is almost certainly by far the most influential single
piece of political writing since the French Revolutionary Declaration of the
Rights of Man and Citizen. By good luck it hit the streets only a week or two
before the outbreak of the revolutions of 1848, which spread like a forest fire
from Paris across the continent of Europe. Although its horizon was firmly in-
ternational – the first edition hopefully, but wrongly, announced the impend-
ing publication of the Manifesto in English, French, Italian, Flemish and Dan-
ish – its initial impact was exclusively German. Small though the Communist
League was, it played a not insignificant part in the German Revolution, not
least through the newspaper Neue Rheinische Zeitung (l848/ 49), which Karl
Marx edited. The first edition of the Manifesto was reprinted three times in a
few months, serialised in the Deutsche Londoner Zeitung, corrected and reset
in thirty pages in April or May 1848, but dropped out of sight with the failure
of the 1848 revolutions. By the time Marx settled down to his lifelong exile in
England in 1849, the Manifesto had become sufficiently scarce for him to
think it worth reprinting Section III (“Socialistische und kommunistische Lit-
eratur”) in the last issue of his Neue Rheinische Zeitung, politisch-ökonomische
Revue (November 1850), which had hardly any readers.

Nobody would have predicted a remarkable future for the Manifesto in the
1850s and early l 860s. A small new edition was privately issued in London by
a German emigrant printer, probably in l 864, and another small edition in
Berlin in l 866 the first ever actually published in Germany. Between 1848
and 1868 there seem to have been no translations apart from a Swedish ver-
sion, probably published at the end of 1848, and a Polish one in 1850, signif-
icant in the bibliographical history of the Manifesto only because the transla-
tor seems to have consulted Marx or (since she lived in Lancashire) more
probably Engels. Both versions sank without trace. By the mid-1860s virtual-
ly nothing that Marx had written in the past was any longer in print.

Marx’s prominence in the International Working Men’s Association (the
so-called “First International”, 1864-72) and the emergence, in Germany, of
two important working-class parties, both founded by former members of
the Communist League who held him in high esteem, led to a revival of in-
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terest in the Manifesto, as in his other writings. In particular, his eloquent de-
fence of the Paris Commune of 1871 (commonly known as The Civil War in
France) gave him considerable popularity in the press as a dangerous leader
of international subversion, feared by governments. More specifically, the
treason trial of the German Social-Democratic leaders, Wilhelm Liebknecht,
August Bebel and Adolf Hepner in March 1872 gave the document unexpect-
ed publicity. The prosecution read the text of the Manifesto into the court
record, and thus gave the Social-Democrats their first chance of publishing it
legally, and in a large print run, as part of the court proceedings. As it was
clear that a document published before the 1848 Revolution might need
some updating and explanatory commentary, Marx and Engels produced the
first of the series of prefaces which have since usually accompanied new edi-
tions of the Manifesto. For several reasons the preface could not be widely
distributed at the time, but in fact the 1872 edition (based on the 1866 edi-
tion) became the foundation of all subsequent editions. Meanwhile, between
1871 and 1873, at least nine editions of the Manifesto appeared in six lan-
guages. In the lifetime of the founders they were: (l) Preface to the (second)
German edition, 1872; (2) Preface to the (second) Russian edition (the first
Russian translation, by Bakunin, had appeared in 1869, understandably with-
out Marx’s and Engels blessing); (3) Preface to the (third) German edition,
1883; (4) Preface to the English edition, 1888; (5) Preface to the (fourth) Ger-
man edition, 1890; (6) Preface to the Polish edition, 1892; and (7) Preface “To
Italian Readers”, 1893.

Over the next forty years the Manifesto conquered the world, carried for-
ward by the rise of the new (socalist) labour parties, in which the Marxist in-
fluence rapidly increased in the 1880s. None of these chose to be known as a
Communist Party until the Russian Bolsheviks returned to the original title
after the October Revolution, but the title Manifesto of the Communist Party
remained unchanged. Even before the Russian Revolution of 1917 it had
been issued in several hundred editions in some thirty languages, including
three editions in Japanese and one in Chinese. Nevertheless, its main region
of influence was the central belt of Europe, stretching from France in the
West to Russia in the East. Not surprisingly, the largest number of editions
were in the Russian language (70) plus 35 more in the languages of the Tsarist
Empire – 11 in Polish, 2 in Yiddish, 6 in Finnish, 5 in Ukrainian, 4 in Geor-
gian, 2 in Armenian. There were 55 editions in German plus, for the Habs-
burg Empire, another 9 in Hungarian and 8 in Czech (but only 3 in Croat
and one each in Slovak and Slovene), 34 in English (covering the USA also,
where the first translation appeared in 1871), 26 in French and 11 in Italian
– not until 1889. Its impact in southwestern Europe was small – 6 editions in
Spanish (including the Latin American ones); one in Portuguese. So was its
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impact in southeastern Europe (7 editions in Hungarian, 4 in Serb, 4 in Ro-
manian, and a single edition in Ladino). Northern Europe was moderately
well represented, with 6 editions in Danish, 5 in Swedish and 2 in Norwegian.

This uneven geographical distribution did not only reflect the uneven pres-
ence of the socialist movement, and of Marx’s own influence, as distinct from
other revolutionary ideologies such as anarchism. It should also remind us
that there was a strong correlation between the size and power of social-dem-
ocratic and labour parties and the circulation of the Manifesto. Thus until
1905 the German Social-Democratic Party (SPD), with its hundreds of thou-
sands of members and millions of voters, published new editions of the Man-
ifesto in print runs of not more than 2,000 or 3,000 copies. The party’s Erfurt
Programme of 1891 was published in 120,000 copies, while it appears to have
published not many more than 16,000 copies of the Manifesto in the eleven
years 1895 to 1905, the year in which the circulation of its theoretical Jour-
nal, Die Neue Zeit, was 6,400. The average member of a mass Marxist social-
democratic party was not expected to pass examinations in theory. Converse-
ly, the 70 pre-revolutionary Russian editions represented a combination of
organisations, illegal for most of the time, whose total membership cannot
have exceeded a few thousand. Similarly, the 34 English editions were pub-
lished by and for the scattering of Marxist sects in the Anglo-Saxon world,
operating on the left flank of such labour and socialist parties as existed. This
was the milieu in which “the clearness of a comrade could be gauged invari-
ably from the number of earmarks on his Manifesto. In short, the readers of
the Manifesto, though they were part of the new and rising socialist labour
parties and movements, were almost certainly not a representative sample of
their membership. They were men and women with a special interest in the
theory that underlay such movements. This is probably still the case.

This situation changed after the October Revolution – at all events, in the
Communist Parties. Unlike the mass parties of the Second International
(1889-1914), those of the Third (1919-1943) expected all their members to
understand – or at least to show some knowledge of – Marxist theory. The di-
chotomy between effective political leaders, uninterested in writing books,
and the “theorists” like Karl Kautsky known and respected as such but not as
practical political decision-makers, faded away. Following Lenin, all leaders
were now supposed to be important theorists, since all political decisions
were justified on grounds of Marxist analysis – or, more probably, by refer-
ence to the textual authority of “the classics”: Marx, Engels, Lenin and, in due
course, Stalin. The publication and popular distribution of Marx’s and En-
gels’s texts therefore became far more central to the movement than they had
been in the days of the Second International. They ranged from series of the
shorter writings, probably pioneered by the German Elementarbücher des
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Kommunismus during the Weimar Republic, and suitable selected compendia
of readings, such as the invaluable Selected Correspondence of Marx and En-
gels, to the Selected Works of Marx and Engels in two – later three – volumes,
and the preparation of their Collected Works [Gesamtausgabe] all backed by
the – for these purposes – unlimited resources of the Soviet Communist Par-
ty, and often printed in the Soviet Union in a variety of foreign languages.

The Communist Manifesto benefited from this new situation. Its circulation
undoubtedly grew. The cheap edition published in 1942 by the official pub-
lishing houses of the American and British Communist Parties in “hundreds
of thousands” of copies has been described as “probably the largest mass edi-
tion ever issued in English”. Its title was no longer a historical survival, but
now linked it directly to the current politics. Since a major state now claimed
to represent Marxist ideology, the Manifesto’s standing as a text in political
science was reinforced, and it accordingly entered the teaching programme of
universities, destined to expand rapidly after the Second World War, where
the Marxism of intellectual readers was to find its most enthusiastic public in
the 1960s and 1970s.

The USSR emerged from the Second World War as one of the two super-
powers, heading a vast region of Communist states and dependencies. West-
ern Communist Parties (with the notable exception of the German Party)
emerged from it stronger than they had ever been or were likely to be. Al-
though the Cold War had begun in the year of its centenary the Manifesto was
no longer published simply by communist or other Marxist editors, but in
large editions by non-political publishers with introductions by prominent
academics. In short, it was no longer only a classic Marxist document; it had
become a political classic tout court.

It remains one, even after the end of Soviet communism and the decline of
Marxist parties and movements in many parts of the world. In states without
censorship, almost certainly anyone within reach of a good bookshop, and
certainly within reach of a good library, can have access to it. The object of a
new edition on its 150th anniversary is therefore not so much to make the
text of this astonishing masterpiece available, and still less to revisit a centu-
ry of doctrinal debates about the “correct” interpretation of this fundamen-
tal document of Marxism. It is to remind ourselves that the Manifesto still has
plenty to say to the world on the eve of the twenty-first century.

II.

What does it have to say? 
It is, of course, a document written for a particular moment in history.

Some of it became obsolete almost immediately – for instance, the tactics
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recommended for Communists in Germany, which were not those in fact ap-
plied by them during the 1848 Revolution and its aftermath. More of it be-
came obsolete as the time separating the readers from the date of writing
lengthened. Guizot and Metternich have long retired from leading govern-
ments into history books; the Tsar (though not the Pope) no longer exists. As
for the discussion of “Socialist and Communist Literature”, Marx and Engels
themselves admitted in 1872 that even then it was out of date.

More to the point: with the lapse of time, the language of the Manifesto was
no longer that of its readers. For example, much has been made of the phrase
that the advance of bourgeois society had rescued “a considerable part of the
population from the idiocy of rural life”. But while there is no doubt that
Marx at this time shared the usual townsman’s contempt for, as well as igno-
rance of, the peasant milieu, the actual and analytically more interesting Ger-
man phrase (“dem Idiotismus des Landlebens entrissen”) referred not to
“stupidity” but to “the narrow horizons”, or “the isolation from the wider so-
ciety”, in which people in the countryside lived. It echoed the original mean-
ing of the Greek term “idiotes”, from which the current meaning of “idiot” or
“idiocy” is derived: “a person concerned only with his own private affairs and
not with those of the wider community”. In the course of the decades since
the l 840s – and in movements whose members, unlike Marx, were not clas-
sically educated – the original sense had evaporated, and was misread.

This is even more evident in the Manifesto’s political vocabulary. Terms
such as “Stand” (“estate”), “Demokratie” (“democracy”) or “Nation/nation-
al” either have little application to late twentieth-century politics, or no
longer retain the meaning they had in the political or philosophical discourse
of the 1840s. To take an obvious example: the “Communist Party” whose
manifesto our text claimed to be had nothing to do with the parties of mod-
ern democratic politics, or the “vanguard parties” of Leninist Communism,
let alone the state parties of the Soviet and Chinese type. None of these as yet
existed. “Party” still meant essentially a tendency or current of opinion or
policy, although Marx and Engels recognised that once this found expression
in class movements, it developed some kind of organisation (“diese Organi-
sation der Proletarier zur Klasse, und damit zur politischen Partei”). Hence
the distinction in Section IV between the “existing working-class parties…
the Chartists in England and the agrarian reformers in America” and the oth-
ers, not yet so constituted. As the text made clear, at this stage Marx’s and En-
gels’s Communist Party was no kind of organisation, nor did it attempt to es-
tablish one – let alone an organisation with a specific programme distinct
from that of other organisations. Incidentally, nowhere is the actual body on
whose behalf the Manifesto was written, the Communist League, mentioned
in it.
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Moreover, it is clear not only that the Manifesto was written in and for a
particular historical situation, but also that it represented one phase – a rela-
tively immature phase – in the development of Marxian thought. This is
most evident in its economic aspects. Although Marx had begun to study po-
litical economy seriously from 1843 onwards, he did not set out to develop
the economic analysis expounded in Capital until he arrived in his English
exile after the 1848 Revolution, and acquired access to the treasures of the
British Museum Library in the summer of 1850. Thus the distinction be-
tween the proletarian’s sale of his labour to the capitalist and the sale of his
labour-power, which is essential to the Marxian theory of surplus-value and
exploitation, had clearly not yet been made in the Manifesto. Nor did the ma-
ture Marx hold the view that the price of the commodity “labour” was its cost
of production, that is, the cost of the physiological minimum of keeping the
worker alive. In short, Marx wrote the Manifesto less as a Marxian economist
than as a communist Ricardian.

And yet, though Marx and Engels reminded readers that the Manifesto was
a historical document, out of date in m any respects, they promoted and as-
sisted the publication of the 1848 text, with relatively minor amendments
and clarifications. They recognised that it remained a major statement of the
analysis which distinguished their communism from all other projects for
the creation of a better society. In essence, this analysis was historical. Its core
was the demonstration of the historical development of societies, and specif-
ically of bourgeois society, which replaced its predecessors, revolutionised the
world, and in turn necessarily created the conditions for its inevitable super-
session. Unlike Marxian economics, the “materialist conception of history”
which underlay this analysis had already found its mature formulation in
themid-1840s. and remained substantially unchanged in later years. In this
respect the Manifesto was already a defining document of Marxism. It em-
bodied the historical vision, though its general outline remained to be filled
in by fuller analysis.

III.

How will the Manifesto strike the reader who comes to it for the first time
in 1998? The new reader can hardly fail to be swept away by the passionate
conviction, the concentrated brevity, the intellectual and stylistic force, of
this astonishing pamphlet. It is written, as though in a single creative burst,
in lapidary sentences almost naturally transforming themselves into the
memorable aphorisms which have become known far beyond the world of
political debate: from the opening “A spectre is haunting Europe – the spec-
tre of Communism” to the final “The proletarians have nothing to lose but
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their chains. They have a world to win”. Equally uncommon in nineteenth-
century German writing: it is written in short, apodictic paragraphs, mainly
of one to five lines – in only five cases, out of more than two hundred, of fif-
teen or more lines. Whatever else it is, The Communist Manifesto as politi-
cal rhetoric has an almost biblical force. In short, it is impossible to deny its
compelling power as literature.

However, what will undoubtedly also strike the contemporary reader is the
Manifesto’s remarkable diagnosis of the revolutionary character and impact
of “bourgeois society”. The point is not simply that Marx recognised and pro-
claimed the extraordinary achievements and dynamism of a society he de-
tested, to the surprise of more than one later defender of capitalism against
the red menace. It is that the world transformed by capitalism which he de-
scribed in 1848, in passages of dark, laconic eloquence, is recognisably the
world in which we live 150 years later. Curiously, the politically quite unreal-
istic optimism of two revolutionaries, twenty-eight and thirty years of age,
has proved to be the Manifesto’s most lasting strength. For though the “spec-
tre of Communism” did indeed haunt politicians, and though Europe was
living through a major period of economic and social crisis, and was about
to erupt in the greatest continent-wide revolution of its history, there were
plainly no adequate grounds for the Manifesto’s belief that the moment for
the overthrow of capitalism was approaching (“the bourgeois revolution in
Germany will be but the prelude to an immediately following proletarian
revolution”). On the contrary, as we now know, capitalism was poised for its
first era of triumphant global advance.

Two things give the Manifesto its force. The first is its vision, even at the
outset of the triumphal march of capitalism, that this mode of production
was not permanent, stable, “the end of history”, but a temporary phase in the
history of humanity, one due, like its predecessors, to be superseded by an-
other kind of society (unless – the Manifesto’s phrase has not been much not-
ed – “it founders in the common ruin of the contending classes”). The sec-
ond is its recognition of the necessary long-term historical tendencies of cap-
italist development. The revolutionary potential of the capitalist economy
was already evident – Marx and Engels did not claim to be the only ones to
recognise it. Since the French Revolution, some of the tendencies they ob-
served were plainly having substantial effect – for instance, the decline of “in-
dependent, or but loosely connected provinces, with separate interests, laws,
governments and systems of taxation” becoming “lumped together into one
nation, with one government, one code of laws, one national class-interest,
one frontier, and one customs-tariff”. Nevertheless, by the late 1840s what the
bourgeoisie had achieved was a great deal more modest than the miracles as-
cribed to it in the Manifesto. After all, in 1850 the world produced no more
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than 71,000 tons of steel (almost 70 per cent of it in Britain) and had built
less than 24,000 miles of railroads (two-thirds of these in Britain and the
USA). Historians have had no difficulty in showing that even in Britain the
Industrial Revolution (a term specifically used by Engels from 1844 on) had
hardly created an industrial or even a predominantly urban country before
the 1850s. Marx and Engels did not describe the world as it had already been
transformed by capitalism in 1848; they predicted how it was logically des-
tined to be transformed by it.

We now live in a world in which this transformation has largely taken
place, even though readers of the Manifesto in the third millennium of the
Western calendar will no doubt observe that it has advanced even further
since 1998. In some ways we can even see the force of the Manifesto’s predic-
tions more clearly than the generations between us and its publication. For
until the revolution in transport and communications since the Second
World War, there were limits to the globalisation of production, to “giv[ing]
a cosmopolitan character to production and consumption in every country”.
Until the 1970s industrialisation remained overwhelmingly confined to its
regions of origin. Some schools of Marxists could even argue that capitalism,
at least in its imperialist form, far from “compel[ling] all nations, on pain of
extinction, to adopt the bourgeois mode of production”, was by its nature
perpetuating or even creating underdevelopment in the so-called Third
World. While one-third of the human race lived in economies of the Soviet
Communist type, it seemed as though capitalism would never succeed in
compelling all nations “to become bourgeois themselves”. It would not “cre-
ate a world after its own image”. Again, before the 1960s the Manifesto’s an-
nouncement that capitalism brought about the destruction of the family
seemed not to have been verified, even in the advanced Western countries
where today something like half of all children are born to or brought up by
single mothers, and half of all households in big cities consist of single per-
sons.

In short, what might in 1848 have struck an uncommitted reader as revo-
lutionary rhetoric or, at best, as plausible prediction, can now be read as a
concise characterisation of capitalism at the end of the twentieth century. Of
what other document of the 1840s can this be said?

IV. 

However, if at the end of the millennium we must be struck by the acute-
ness of the Manifesto’s vision of the then remote future of a massively glob-
alised capitalism, the failure of another of its forecasts is equally striking. It is
now evident that the bourgeoisie has not produced “above all … its own
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grave-diggers” in the proletariat. “Its fall and the victory of the proletariat”
have not proved “equally inevitable”. The contrast between the two halves of
the Manifesto’s analysis in its section on “Bourgeois and Proletarians” calls
for more explanation after 150 years than it did at the time of its centenary.

The problem lies not in Marx’s and Engels’s vision of a capitalism which
necessarily transformed most of the people earning their living in this econ-
omy into men and women who depend for their livelihood on hiring them-
selves out for wages or salaries. It has undoubtedly tended to do so, though
today the incomes of some who are technically employees hired for a salary,
such as corporation executives, can hardly count as proletarian. Nor does it
lie essentially in their belief that most of this working population would con-
sist of a workforce of industrial labour. While Great Britain remained quite
exceptional as a country in which wage-paid manual workers formed the ab-
solute majority of the population, the development of industrial production
required massive and growing inputs of manual labour for well over a centu-
ry after the Manifesto. Unquestionably, this is no longer the case in modern
capital-intensive high-tech production, a development not considered in the
Manifesto, though in fact in his more mature economic studies Marx himself
envisaged the possible development of an increasingly labourless economy, at
least in a post-capitalist era. Even in the old industrial economies of capital-
ism, the percentage of people employed in manufacturing industry remained
stable until the 1970s, except for the USA, where the decline set in a little ear-
lier. Indeed, with very few exceptions – such as Britain, Belgium and the USA
– in 1970 industrial workers probably formed a larger proportion of the to-
tal occupied population in the industrial and industrialising world than ever
before.

In any case, the overthrow of capitalism (envisaged by the Manifesto) relied
not on the prior transformation of the majority of the occupied population
into proletarians but on the assumption that the situation of the proletariat
in the capitalist economy was such that, once organised as a necessarily po-
litical class movement, it could take the lead in, and rally round itself, the dis-
content of other classes, and thus acquire political power as “the independ-
ent movement of the immense majority, in the interest of the immense ma-
jority”. Thus the proletariat would “rise to be the leading class of the nation
… constitute itself as the nation”.

Since capitalism has not been overthrown, we are apt to dismiss this pre-
diction. Yet utterly improbable though it looked in 1848 the politics of most
European capitalist countries were to be transformed by the rise of organised
political movements basing themselves on the class-conscious working class,
which had barely made its appearance outside Great Britain. Labour and so-
cialist parties emerged in most parts of the “developed” world in the 1880s,
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becoming mass parties in states with the democratic franchise which they did
so much to bring about. During and after World War I, as one branch of
“proletarian parties” followed the revolutionary road of the Bolsheviks, an-
other branch became the sustaining pillar of a democratised capitalism. The
Bolshevik branch is no longer of much significance in Europe, or parties of
this kind have assimilated to social-democracy. Social-Democracy, as under-
stood in the days of Bebel or even Clement Attlee, is fighting a rearguard ac-
tion in the 1990s. As this is being written (late 1997), however, the descen-
dants of the social-democratic parties of the Second International, some-
times under their original names, are the parties of government in all except
two European states (Spain and Germany), in both of which they have pro-
vided the government in the past, and are likely to do so again.

In short, what is wrong is not the Manifesto’s prediction of the central role
of the political movements based on the working class (and still sometimes
specifically bearing the class name, as in the British, Dutch, Norwegian and
Australian Labour Parties). It is the proposition: “Of all the classes that stand
face to face with the bourgeoisie today, the proletariat alone is a really revo-
lutionary class”, whose inevitable destiny, implicit in the nature and develop-
ment of capitalism, is to overthrow the bourgeoisie: Its fall and the victory of
the proletariat are equally inevitable”.

Even in the notoriously “hungry forties”, the mechanism which was to en-
sure the inevitable pauperisation of the labourers was not totally convincing;
unless on the assumption, implausible even then, that capitalism was in its fi-
nal crisis and about to be immediately overthrown. It was a double mecha-
nism. In addition to the effect of pauperisation on the workers’ movement, it
proved that the bourgeoisie was “unfit to rule because it is incompetent to as-
sure an existence to its slave within his slavery, because it cannot help letting
him sink into such a state that it has to feed him, instead of being fed by him”.
Far from providing the profit which fuelled the engine of capitalism, labour
now drained it away. But – given the enormous economic potential of capi-
talism so dramatically expounded in the Manifesto itself – why was it in-
evitable that capitalism could not provide a livelihood, however miserable,
for most of its working class or, alternatively, that it could not afford a wel-
fare system? That “pauperism develops even more rapidly than population
and wealth”? If capitalism had a long life before it – as became obvious very
soon after 1848 – this did not have to happen, and indeed it did not.

The Manifesto’s vision of the historic development of “bourgeois society”,
including the working class which it generated, did not necessarily lead to the
conclusion that the proletariat would overthrow capitalism and, in so doing,
open the way to the development of communism, because vision and conclu-
sion did not derive from the same analysis. The aim of communism, adopt-
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ed before Marx became “Marxist”, was derived not from the analysis of the
nature and development of capitalism but from a philosophical, indeed an
eschatological, argument about human nature and destiny. The idea – funda-
mental for Marx from then on – that the proletariat was a class which could
not liberate itself with-out thereby liberating society as a whole first appears
as “a philosophical deduction rather than a product of observation”. As
George Lichtheim put it: “the proletariat makes its first appearance in Marx’
writings as the social force needed to realise the aims of German philosophy,
as Marx saw it in 1843-44.

The “positive possibility of German emancipation”, wrote Marx in the In-
troduction to a Critique of Hegel’s Philosophy of Law, lay:

in the formation of a class with radical chains … a class which is the disso-
lution of all classes, a sphere of society which has a universal character be-
cause its sufferings are universal, and which claims no particular right be-
cause the wrong committed against it is not a particular wrong, but wrong
as such … This dissolution of society as a particular class is the proletariat
… The emancipation of the German is the emancipation of the human be-
ing. Philosophy is the head of this emancipation and the proletariat is its
heart. Philosophy cannot realise itself without abolishing the proletariat,
and the proletariat cannot be abolished without philosophy being made a
reality.
At this time Marx knew little more about the proletariat than that “it is

coming into being in Germany only as a result of the rising industrial devel-
opment”, and this was precisely its potential as a liberating force, since, unlike
the poor masses of traditional society, it was the child of “a drastic dissolution
of society”, and therefore by its existence “proclaim[ed] the dissolution of the
hitherto existing world order”. He knew even less about labour movements,
though he knew a great deal about the history of the French Revolution. In
Engels he acquired a partner who brought to the partnership the concept of
the “Industrial Revolution”, an understanding of the dynamics of capitalist
economy as it actually existed in Britain, and the rudiments of an economic
analysis, all of which led him to predict a future social revolution, to be
formed by an actual working class about which, living and working in Britain
in the early 1840s, he knew a great deal. Marx’s and Engels’s approaches to
“the proletariat” and communism complemented one another. So did their
respective conceptions of the class struggle as a motor of history – in Marx’s
case derived largely from the study of the French Revolutionary period; in
Engels’s from the experience of social movements in post-Napoleonic
Britain. It is no surprise that they found themselves (in Engels’s words) “in
agreement in all theoretical fields”. Engels brought to Marx the elements of a
model which demonstrated the fluctuating and self-destabilising nature of
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the operations of the capitalist economy – notably the outlines of a theory of
economic crisis – and empirical material about the rise of the British work-
ing-class movement and the revolutionary role it could play in Britain.

In the 1840s the conclusion that society was on the verge of revolution was
not implausible. Nor was the prediction that the working class, however im-
mature, would lead it. After all, within weeks of the publication of the Man-
ifesto a movement of the Paris workers overthrew the French monarchy, and
gave the signal for revolution to half of Europe. Nevertheless, the tendency
for capitalist development to generate an essentially revolutionary proletari-
at could not be deduced from the analyses of the nature of capitalist devel-
opment. It was one possible consequence of this development, but could not
be shown to be the only possible one. Still less could it be shown that a suc-
cessful overthrow of capitalism by the proletariat must necessarily open the
way to communist development. (The Manifesto claims no more than that it
would then initiate a process of very gradual change.) Marx’s vision of a pro-
letariat whose very essence destined it to emancipate all humanity, and end
class society by its overthrow of capitalism, represents a hope read into his
analysis of capitalism, but not a conclusion necessarily imposed by that
analysis.

What the Manifesto’s analysis of capitalism could undoubtedly lead to, es-
pecially when it is extended by Marx’s analysis of economic concentration,
which is barely hinted at in 1848, is a more general and less specific conclu-
sion about the self-destructive forces built into capitalist development. It
must reach a point – and in 1998 it is not only Marxists who will accept this
– where 

Modern bourgeois society with its relations of production, of exchange and
of property, a society that has conjured up such gigantic means of produc-
tion and of exchange, is like the sorcerer who is no longer able to control
the powers of the nether world, whom he has called up … The conditions
of bourgeois society are too narrow to encompass the wealth created by
them.
It is not unreasonable to conclude that the “contradictions” inherent in a

market system based on “no other nexus between man and man than naked
self-interest, than callous ‘cash payment’”, a system of exploitation and of
“endless accumulation”, can never be overcome; that at some point in a series
of transformations and restructurings the development of this essentially
self-destabilising system will lead to a state of affairs that can no longer be de-
scribed as capitalism. Or to quote the later Marx: when “centralisation of the
means of production and the socialisation of labour at last reach a point
where they become incompatible with their capitalist integument”, and that
“integument is burst asunder”. By what name the subsequent state of affairs
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is described is immaterial. However, as the effects of the world economic ex-
plosion on the world environment demonstrate, it will necessarily have to
mark a sharp shift away from private appropriation to social management on
a global scale.

It is extremely unlikely that such a “post-capitalist society” would corre-
spond to the traditional models of socialism, and still less to the “really exist-
ing” socialisms of the Soviet era. What forms it might take, and how far it
would embody the humanist values of Marx’s and Engels’s communism,
would depend on the political action through which this change came about.
For this, as the Manifesto holds, is central to the shaping of historical change.

V.

In the Marxian view, however we describe that historic moment when “the
integument is burst asunder”, politics will be an essential element in it. The
Manifesto has been read primarily as a document of historical inevitability,
and indeed its force derived largely from the confidence it gave its readers
that capitalism was inevitably destined to be buried by its gravediggers, and
that now – and at no earlier era in history – the conditions for emancipation
had come into being. Yet – contrary to widespread assumptions – inasmuch
as it believes that historical change proceeds through men making their own
history, it is not a determinist document. The graves have to be dug by or
through human action.

A determinist reading of the argument is indeed possible. It has been sug-
gested that Engels tended towards it more naturally than Marx, with impor-
tant consequences for the development of Marxist theory and the Marxist
labour movement after Marx’s death. However, though Engels’s own earlier
drafts have been cited as evidence, it cannot in fact be read into the Manifesto
itself. When it leaves the files of historical analysis and enters the present, it is
a document of choices, of political possibilities rather than probabilities, let
alone certainties. Between the unpredictable time when, “in the course of de-
velopment”, there would be “an association, in which the free development of
each is the condition for the free development of all” lies the realm of politi-
cal action.

Historical change through social praxis, through collective action, is at its
core. The Manifesto sees the development of the proletariat as the “organisa-
tion of the proletarians into a class, and consequently into a political party”.
The “conquest of political power by the proletariat” (“the winning of democ-
racy”) is “the first step in the workers’ revolution”, and the future of society
hinges on the subsequent political actions of the new regime (how “the pro-
letariat will use its political supremacy”). The commitment to politics is
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what, historically, distinguished Marxian socialism from the anarchists, and
the successors of those socialists whose rejection of all political action the
Manifesto specifically condemns even before Lenin. Marxian theory was not
just about “what history shows us will happen”, but also about “what must be
done”. Admittedly, the twentieth-century Soviet experience has taught us that
it might be better not to do “what must be done” under historical conditions
which virtually put success beyond reach. But this lesson might also have
been learned from considering the implementations of the Communist Man-
ifesto.

But then, the Manifesto – and this is not the least of its remarkable quali-
ties – is a document which envisaged failure. It hoped that the outcome of
capitalist development would be “a revolutionary reconstitution of society at
large” but, as we have already seen, it did not exclude the alternative: ruin.
Many years later, another Marxian rephrased this as the choice between so-
cialism and barbarity. Which of these will prevail is a question which the
twenty-first century must be left to answer.

London, December 1997
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In the decades following WWII, Social Democracy (broadly understood)2

built and consolidated three main achievements:
1. A system of various forms of publicly supported social insurance to deal

with a range of risks people experience in their lives, especially around
health, employment, and income.

2. A tax regime sufficient to provide funding by the state for a fairly expan-
sive set of public goods, including basic and higher education, vocational
skill formation, public transportation, cultural activities, recreational fa-
cilities, research and development, macro-economic stability, etc.

3. A regulatory regime for the capitalist economy that curtailed a range of
negative externalities of capitalist markets: pollution, product and work-
place hazards, predatory market behaviour, etc.

These achievements were, at least in part, the result of what might be
termed a positive class compromise between the capitalist class and popular
social forces.3 Capitalists were basically left free to allocate capital on the ba-
sis of profit-making opportunities in the market, while the state took respon-
sibility for correcting the three principle failures of capitalist markets: indi-
vidual vulnerability to risks, under-provision of public goods, and negative
externalities of private profit-maximising economic activity. While it would
be an exaggeration to say that there was no contestation over these achieve-
ments – even in the most robust social democracies there was conflict over
the scale and scope of each of these elements – nevertheless there was a loose

Class Struggle and Class
Compromise in the Era of
Stagnation and Crisis1

Erik Olin Wright



consensus that these were legitimate activities of the state and that they were
broadly compatible with a robust capitalist economy.

This consensus no longer exists, even in the social democratic heartland of
Northern Europe. Everywhere there are calls for rollbacks of the “entitle-
ments” connected to social insurance, reductions of taxes and the associated
provision of public goods, and deregulation of capitalist markets. This as-
sault on the affirmative state has intensified in the face of the economic cri-
sis that has gripped global capitalism in recent years. The rhythm and inten-
sity of the crisis has varied from place to place: in the United States it was
most severe in 2008-2009, while in 2012 it is most sharply present in Greece
and other countries on the periphery of Europe. The details of this econom-
ic turmoil also vary considerably across capitalist countries, but there is a
near universal sense that economic prospects are bleak, that life under capi-
talism for most people has become more precarious and is likely to stay that
way for some time to come, and that in the wake of this crisis the state must
retreat from its earlier expansive role.

So far the political left has not managed anywhere to mobilise a coherent
positive response to the crisis. To be sure, there have been protests, sometimes
massive protests, and some of these have unquestionably had an important
impact on public debate; some may even have had a significant impact on
elites, impeding their strategies for dealing with the crisis on their own terms.
The protests have, however, mostly been defensive in nature – resisting dra-
conian cuts to the social safety net, pensions, health, education, and other
public programs – rather than mobilisations around a positive project for
overcoming the crisis through a reconstruction or transformation of the eco-
nomic and political conditions for social democratic ideals.

In this paper I will explore the broad contours of what such a positive proj-
ect for a new progressive politics might look like. I will build the analysis
around a contrast between the conditions facing progressive politics in what
is sometimes called the “Golden Era” of capitalist development in most ad-
vanced capitalist countries in the decades following the Second World War
during which the social democratic achievements were built and the which
conditions the current era of stagnation and crisis. The central argument will
be that the left has had its greatest durable successes when it is able to forge
what I will call a positive class compromise within capitalism. The question,
then, is what it would take – or even whether or not it is possible – to rebuild
such a class compromise in the present.

The paper is organised as follows. Section I will present the theoretical
tools needed for the analysis of positive class compromise. Section II will
compare the conditions for class compromise in the relatively favourable era
of the third quarter of the 20th century with the much less favourable condi-
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tions at the beginning of the 21st. Section III will discuss the kinds of trans-
formations needed to reconstruct on a new basis such favourable conditions.
Section IV will conclude by examining how a positive class compromise
within capitalism might also help point the way beyond capitalism.

Class compromise: theoretical tools 4

The idea of “class compromise” generally has a negative connotation on the
left, especially among Marxists. It suggests opportunism and collaboration
rather than militancy and struggle. This objection is grounded in the view
that efforts to create class compromise block more radical transformations
that would ultimately move us beyond capitalism in ways that would better
serve the interests of the working class and other popular social forces. This
objection will be addressed in section IV below. For the moment I will sim-
ply assume that for the foreseeable future it is not possible to break with cap-
italism, and thus improving the conditions of life for ordinary people de-
pends upon forging the best conditions possible within the constraints of
capitalism, and this depends upon the viability of class compromise.

To understand the idea of class compromise it is useful to begin by distin-
guishing between what can be called “negative class compromise” and “posi-
tive class compromise”. Negative class compromise refers to a situation in
which there is a kind of balance of opposing class forces each capable of in-
flicting considerable costs on the other, but neither capable of decisively de-
feating the opponent. In such a situation it may be possible for the contend-
ing forces to accept a compromise in which each makes concessions in ex-
change for refraining from imposing damage on the other. “Compromise” in
this case means that the outcome of struggles for each party falls somewhere
between complete victory and complete defeat.

Positive class compromise means something quite different. In a positive
compromise, in spite of their opposing interests, the contending forces find a
way to actively cooperate in ways that open up some space for non-zero-sum
gains. Active forms of mutual cooperation help both workers and capitalists
to better realise their interests than is possible by simply extracting conces-
sions through confrontation.

There is very good reason to be highly sceptical of this possibility. Descrip-
tions of capitalism as a positive-sum game are typically made by defenders of
capitalism who deny the fundamental antagonism of interests between capi-
talists and workers and who see class struggles as irrational and counter-pro-
ductive. This kind of rhetoric is found in “trickle-down” economics accounts
of capitalist investment and inequality: “a rising tide lifts all boats”, and this
depends upon stable investments by capitalists, which depends upon profits,

24
Le

a
d

in
g

 A
rt

ic
le

s



etc. Nevertheless, I will argue as a broad generalisation that the left has been
most successful in robustly institutionalising its gains for ordinary people
when these gains have been consolidated within positive class compromises.

To understand the reasoning behind this argument, we need to examine
the relationship between class interests and popular power.5 For the sake of
simplicity I will focus on the interests of workers and capitalists, and ignore
the complexity of various categories lumped together under the rubric “mid-
dle class” and various social categories that are marginalised from the main
axis of the capitalist class structure.6 The relationship between the realisation
of working class interests and popular power is straightforward, as illustrat-
ed in Figure 1: as popular power increases from weak levels of power to
strong levels of power, the realisation of working class interests increases, at
first slowly, then more rapidly. What is much less obvious is the relationship
between the realisation of capitalist class interests and popular power. This is
illustrated in Figure 2: Initial increases in popular power interfere with the re-
alisation of capitalist interests. Indeed, initially, increases in popular power
harm capitalists much more than they helps workers, reflecting the fact that
in social conflicts it is generally easier to impose harm on one’s opponents
than actually deliver benefits for one’s supporters. Once popular power
reaches a certain intermediary level, however, further increases of popular
power are associated with increased realisation of the interests of capital. This
upward sloping part of the curve is the crucial region of positive class com-
promise.

Figure 1: Working class interests and popular power
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Figure 2: Working class interests, capitalist class Interests and popular power

How is it possible that increases in popular power could be beneficial for
capitalists? The core idea here is that certain kinds of problems faced by cap-
italists and capitalism are more easily solved under conditions of relatively
strong popular power than under conditions of weak and disorganised pop-
ular power. The classic example of this is the role of organised labour – one
of the key bases for popular power – in helping to solve certain problems
posed by Keynesian macro-economic policy. Full employment, insofar as it
implies high levels of capacity-utilisation and higher aggregate demand for
the products of capitalist firms, potentially serves the interests of capitalists.
But it also risks a profit squeeze from rapidly rising wages and spiralling lev-
els of inflation. Keynes himself recognised this as a serious problem: “I do not
doubt that a serious problem will arise as to how wages are to be restrained
when we have a combination of collective bargaining and full employment”.
7 The emergence and consolidation in a number of countries of strong, cen-
tralised unions capable of imposing wage restraint on both workers and em-
ployers was perhaps the most successful solution to this problem.8 In this
sense, a powerful labour movement need not simply constitute the basis for
a negative class compromise, extracting benefits for workers through threats
to capital. If a labour movement is sufficiently disciplined, particularly when
it is linked to a sympathetic state, it can positively contribute to the realisa-
tion of capitalist interests by helping to solve such macroeconomic problems.

There are many other concrete examples of how relatively strong popular
power helps solve problems faced by capitalists. Because of pressures of prof-
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it maximisation, capitalists often operate under short-time horizons that are
sub-optimal for their interests in the long term. Short-time horizons reduce
the willingness of capitalists to support levels of taxation needed for the
funding of public goods, including things that are critical for long-term pro-
ductivity – education, training, infrastructure and basic research. High levels
of popular power within the state can increase the production of public
goods that are critical for training, innovation, and other elements of high
productivity. Strong popular power can also potentially help block narrow
rent-seeking behaviour by capitalists in the state, reduce corruption, and in
other ways improve government performance.9

I assume that the basic shape of this curve linking popular power to capi-
talist interests is a reverse-J rather than either a symmetrical U-curve or J-
curve. If the shape were a J-curve, then capitalists would have a strong, active
interest in increasing popular power to the maximum possible. Opposition
to doing so would reflect false consciousness on their part. If the curve were
U-shaped, then capitalists would be generally indifferent about being on the
left or right hand extremes of the curve. They certainly would have no reason
to strongly oppose movements towards high levels of popular power once a
moderate level had been reached. The fact that historically capitalists gener-
ally do resist expansions of popular power to high levels is evidence that the
underlying curve has a reverse-J shape. What this means is that there are real
costs imposed on capital by strong popular power – higher levels of income
redistribution than capitalists would prefer, for example, or the creation of
extensive public goods that may improve social well-being without directly
benefiting capital accumulation – but that the stability of the economy and
productivity-enhancing characteristics of positive class compromise make
these trade-offs acceptable.

The reverse-J shape of the curve in Figure 2 assumes that popular power is
not so strong as to call into question the foundations of capitalist power. If
this were to occur, popular power would itself potentially become the domi-
nant form of power. This would mean that the working class and other pop-
ular social forces would not simply be in a position to forge a positive class
compromise with capital, but to subordinate capital. Such a situation would
clearly threaten capitalist interests. This is illustrated in Figure 3.

In actual capitalist economies – or, at least in stable developed capitalism –
the extremes of the curve are excluded by strong institutions that constrain
the scope of popular power. On the one hand, the legal rules and public poli-
cies that protect private property exclude the right hand region of the curves.
Given the effective enforcement of capitalist property rights by the state, pop-
ular power cannot develop to the point where it can become dominant. On
the other hand, legal rules and policies around civil liberties, rights of asso-
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ciation, labour rights and the welfare state exclude the extreme left hand re-
gion of the curve. The stable existence of these institutional conditions as-
sures at least some capacity for popular mobilisation and power. The histor-
ically accessible region of the curve, as illustrated in Figure 4, thus covers the
middle regions of popular power, from moderate to strong.

Figure 4: Excluded regions of Class Compromise Curve
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Figure 3: Class interests and popular power when popular power becomes dominant
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Conditions for class compromise in the Golden Age 
and the early 21st century

The relationships portrayed in Figure 4 provide a way of comparing the
conditions for class compromise across time and place. A number of things
in this figure can vary: the shape of the curve itself can vary, with more or less
favourable slopes in the positive class compromise region of the curve; the
parts of the curve that are excluded by legal rules and public policy can vary,
creating a more or less favourable region of the curve that is historically ac-
cessible; and the specific location of a country within that historically acces-
sible region can vary depending on the balance of forces. It is, of course, an
extremely demanding research task to give precision to any of these forms of
variation. There are no easy metrics for any of the dimensions, nor any way
(that I know of) really to measure variation over time in things like the shape
of the curve or the zones of exclusion. The purpose of the figure, therefore,
is to clarify theoretical arguments and provide a way of more systematically
formulating claims about changes over time. What follows, then, is a sugges-
tive way of framing the contrast in the central conditions for class compro-
mise in the highly favourable situation of the Golden Age of post-World War
II capitalism and the much more difficult context of the current era of crisis
and stagnation.

Figure 5 presents the class compromise curve in the Golden Age for the
modal country in the developed capitalist world. Because of the strong insti-
tutionalisation of labour rights and the stable and relatively generous welfare
state promoted by various forms of social democracy, the left region of ex-
clusion was quite broad. So long as these rules of the game were in place, it
was relatively easy for the labour movement and other popular social forces
to achieve at least moderate levels of popular power. In terms of the shape of
the curve, because of relatively positive conditions for capitalist growth and
profitability, the upward sloping part of the curve rises to a fairly high level.
From the point of view of capitalist interests, therefore, the class compromise
part of the curve looks pretty attractive; it is certainly better to be somewhere
on the upward sloping part of the curve than in the valley. While capitalists
might still prefer to be well to the left, high on the downward sloping part of
the curve, this region is – at least in the short run – inaccessible because of
stable institutional rules. So, all things considered, a positive class compro-
mise is a tolerable modus vivendi: capitalists make adequate profits; popular
power exercised through the state creates public goods that strengthen capi-
talism and provide employment and income security; and labour movement
power in the economy stabilises employment relations and supports strong
productivity growth.
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Figure 5: Capitalist class interests and popular power in the “Golden Age” 
of post-WWII capitalism in developed capitalist countries

While the configuration in Figure 5 may have been acceptable for capital,
it was not optimal, or at least over time it came to be seen as suboptimal.10

In the course of the 1960s and early 1970s a series of contradictions in the
regime of accumulation began to intensify and gradually made the positive
class compromise less secure, especially in the United States: the welfare state
expanded to the point where it began to absorb too much of the social sur-
plus (from the capitalist point of view); wages were sticky downward and be-
gan to create a profit squeeze; global competition intensified with the devel-
opment of Japan and Europe, which undermined the specific advantages of
the US and the global financial system which it anchored. Into this mix, the
debacle of the Vietnam War intensified fiscal problems for the US. And, to
top it off, there was the oil price shock in 1973. Taken together, these econom-
ic and political processes eroded the stability of the Golden Age equilibrium
in the United States and elsewhere.

These economic developments helped create the political context for the
assault on the institutional foundations of class compromise beginning in the
1980s, an assault which came to be known as neoliberalism.11 Neoliberalism,
in turn, opened the door for a number of other dynamic developments
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which accelerated in the last decades of the 20th century. Two are particular-
ly important in the present context: globalisation and financialisation.

The globalisation of capitalism intensified along its many dimensions. This
meant that the economic conditions in particular places and regions became
less autonomously determined by what was happening in those places and
more dependent upon what was happening elsewhere in the world. Of par-
ticular importance was the emergence of a global labour force that includes
hundreds of millions of very low paid workers in developing countries com-
peting within a relatively integrated global system of production in manufac-
turing and some kinds of services. Globalisation also contributed to the dra-
matic increase in immigration to the developed countries and the increased
ethnic heterogeneity of their popular social forces.

The dramatic financialisation of capitalist economies in the rich countries
meant that capital accumulation became rooted in much more volatile spec-
ulative processes and less connected to the development of the real economy
than in the past.12 The globalisation of financial markets further intensified
the potentially destabilising effects of the shift of capital accumulation to-
wards the financial sector. The combination of globalisation and financiali-
sation meant that from the early 1980s the interests of the wealthiest and
most powerful segments of the capitalist class in many developed capitalist
countries, especially perhaps in the United States, became increasingly an-
chored in global financial transactions and speculation and less connected to
the economic conditions and rhythms of their national bases.

The result of these structural developments was a transformation of the
class compromise curve and the regions of exclusion as illustrated in Figure
6. The critical developments are the following:

The financialisation and globalisation of capitalism pushed the right hand
peak of the class compromise curve downward. Basically, the value for
many capitalists of a positive class compromise declines as the returns on
their investments become less dependent upon the social and political con-
ditions of any given place.
Neoliberalism shifts the regions of exclusion at both ends of the class com-
promise curve. On the one hand, the aggressive affirmation and enforcement
of private property rights creates impediments to the enlargement of popu-
lar power. On the other hand, the erosion of labour law in some countries
(especially the United States), and the partial dismantling of the safety-net of
the welfare state, reduces the region of exclusion on the downward sloping
part of the curve, making more of that region strategically accessible.
In the context of the above developments, the level of popular power with-
in the modal country declines as a result of a number of interacting factors:
the increasing competition for jobs within the working class as unemploy-
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ment increases and job security declines; the increasing heterogeneity
within popular social forces because of immigration which erodes mass
based solidarities and open a political space for right-wing populism; aus-
terity policies which increase the vulnerability of workers and make them
more risk-averse; and aggressive anti-labour strategies by employers who
take advantage of this vulnerability.

Figure 6: Capitalist Class interests and popular power in the era 
of stagnation and crisis

Taken together, these forces pushed the balance of class forces into the ad-
verse downward sloping region of the class compromise curve.

Restoring Conditions for Class Compromise

I assume that an exit from capitalism is not an option in the present histor-
ical period. This is not because of any qualms about the desirability of a break
with capitalism as an economic system, but because of a belief in the impos-
sibility of any kind of viable ruptural strategy. This belief is rooted in the cen-
tral dilemma of revolutionary transformation of capitalist democracies: As
Przeworski argued in the 1980s, if a ruptural break with capitalism is at-
tempted under open democratic conditions, then even under the most opti-
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mistic of scenarios, it is extremely unlikely that a ruptural socialist political
project could survive multiple elections.13 Because of the disruptions be-
tween the election of political forces attempting a break with capitalism and
the stabilisation of a socialist economy, any plausible transition will be
marked by a “transition trough” of sharply declining material conditions of
life for most people and considerable uncertainty about future prospects.
Under open, competitive democratic conditions, it is implausible that soli-
darity in the heterogeneous coalition that initially supported the rupture is
likely to be sustained over the number of election cycles needed to complete
a transition. A ruptural break with capitalism, therefore, can only happen un-
der non-democratic conditions. But if a rupture with capitalism takes place
under non-democratic conditions it is extremely unlikely that it would result
in creating democratic, egalitarian socialism, as suggested by the tragic histo-
ry of attempts at non-democratic revolutionary ruptures with capitalism in
the 20th century. The only plausible ruptural scenarios are thus either a non-
democratic rupture with capitalism that results in authoritarian statism
rather than democratic socialism, or an attempted democratic rupture with
capitalism which is reversed during the extended transition period. For the
foreseeable future, therefore, even if we retain revolutionary aspirations for a
world beyond capitalism we will be living in an economic system dominated
by capitalism. The question is, on whose terms and in what form.

So long as the working class and other popular social forces live in a capi-
talist world, a positive class compromise offers the best prospects for secur-
ing the material welfare for most people. This does not mean that no gains
are ever possible without a positive compromise – concessions can some-
times be won through struggles that result in negative compromises. Social-
ist and social democratic parties can win elections and initiate progressive re-
forms even in the absence of positive class compromise. But such gains are
always more precarious than gains under conditions of positive class com-
promise, both because they encounter greater resistance, and because they
are more vulnerable to counteroffensives.

I will explore two broad responses to the erosion of conditions for positive
class compromise: The first examines strategies which could potentially re-
verse the trends in Figure 6 and reconstruct the favourable conditions in Fig-
ure 5. The second explores ways of potentially making the welfare of ordinary
people living in a capitalist economy less dependent on the prospects for a
positive class compromise with the capitalist class. My thoughts on these is-
sues are very incomplete and tentative; I do not have a well worked through
analysis of strategies of social transformation in the present era. I offer these
ideas in the hope of contributing to the discussion of the dilemmas and pos-
sibilities we face.
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1. Strategies which try to recreate conditions 
for positive class compromise 

Figure 7 presents a rough guide to the kinds of transformations needed to
restore conditions for positive class compromise. Here I want to specifically
focus on the problem of the shape of the curve itself: are there plausible
strategies and public policies that could affect the shape of the underlying
functional relation between popular power and elite interests in ways that
would help to improve the prospects for stable positive class compromise? Or
is the current deterioration of the underlying macro-economic conditions
for class compromise simply the inexorable result of the dynamics of capital-
ism operating behind the backs of actors and not amenable to strategic inter-
vention?14 It is possible that the few decades after WWII were a happy histor-
ical anomaly in which conditions just happened to be favourable for the pos-
itive class compromise that underwrote economic security and modest pros-
perity for most people in developed capitalist countries. We may now be in
the more normal condition of capitalism in which the best that can be hoped
for are occasional periods of negative class compromise and in which most
people adopt, as best they can, individual strategies for coping with the risks
and deprivations of life in capitalism.

Figure 7: Transforming the conditions for class compromise
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What I want to explore here is the less pessimistic scenario in which it is
possible to forge new structural conditions for a more robust positive class
compromise. I will not address the narrower political question of the
prospects for actually mobilising the political forces with progressive ideo-
logical commitments necessary for implementing the policies required to
create these conditions, but rather the question whether or not there are vi-
able policies to be implemented – what policies should be implemented if
progressive political forces were in a position to do so.15 If my diagnosis in
Figure 6 is correct that the right-hand peak in the class compromise curve
has declined because of forces unleashed by globalisation and financialisa-
tion, then what is needed are strategies which encourage geographically-
rooted forms of capital accumulation and which impose effective democrat-
ic constraints on financial institutions.

Geographical rootedness
In terms of the problem of geographical rootedness, one promising line of

thought on these issues is Joel Rogers’ proposals for what he terms “Produc-
tive Democracy” (which he earlier referred to as “high-road capitalism”).16

Rogers argues for the importance of concentrating attention on regional
economies anchored in metropolitan areas, rather than on the national econ-
omy, and especially on the role of the local state in building local public
goods capable of supporting high-productivity economic activities. The em-
phasis here is in producing a high density of productivity-enhancing infra-
structures which creates incentives for capitalist firms to become more em-
bedded locally: public transportation, education, research parks, energy effi-
ciency, and much more. Strong local public goods are potentially particular-
ly effective for small and medium sized firms, firms which are generally less
geographically mobile and whose owners are more likely to have non-eco-
nomic roots in the region.

A key element of these local public goods concerns training and skill for-
mation, one of the classic collective-action problems faced by capitalist firms
(because of the temptation to free-ride on the on-the-job training provided
by other firms). Here is where strong unions can play an especially construc-
tive role in the design of training programs and in coordinating skill stan-
dards that are essential for the portability of skills. Regional development
strategies that focus on such public goods and that involve local collective ac-
tors (especially unions) in the deliberative problem-solving connected to
those public goods could generate local conditions for positive class compro-
mise with locally-rooted capital.

Changes in technology may make the anchoring of capitalist production in
locally-rooted, high-productivity small and medium enterprises more feasi-
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ble. One of the critical features of the era of industrial capitalism is strongly
increasing returns to scale in production and distribution, since steep increas-
ing returns to scale give large corporations a competitive advantage. The deep
transformation of the technological environment of economic activity in the
digital age has significantly reduced these returns to scale in many sectors.
Consider publishing. While large publishers still are important, the per unit
costs of publishing are much less sensitive to scale than they were even a
decade ago, especially with the advent of electronic books. New technologies
on the horizon for manufacture also suggest the possibility of much more lin-
ear returns to scale, which in principle could make small and medium firms
much more productive and competitive. All of this may increase the prospects
a productive democracy underwritten by local and regional public goods.

Public goods, of course, require taxes, and one view is that the taxation ca-
pacity of the state is seriously undermined by globalisation. If taxes rise, the
argument goes, capital moves. This seems even more cogent an argument for
local public goods: if local taxes rise to fund local public goods, then capital-
ist firms will simply move out of the jurisdiction of those taxes. Such argu-
ments assume that taxation must always, directly or indirectly, raise the costs
faced by capitalist firms. This, of course, may be the case, especially when the
taxation is directly levied on profits. But in principle taxation can simply be
a way of dividing the consumption of wage earners between their private
consumption and their collective consumption through public goods and
have little effect on profits of capitalist firms. Whether workers are willing to
accept high or low taxation on wage earners depends, of course, on the de-
gree of solidarity among wage earners and their confidence that the taxes so
levied will be in fact used for such public goods. The tax constraint on creat-
ing the local public goods needed for a locally-rooted productive capitalism
is thus much more political and ideological than narrowly economic.

Constraining Finance
In terms of the problem of financialisation, two things seem especially im-

portant to accomplish: The first is to redirect finance from a central preoccu-
pation with speculative activity to investment in the real economy. While
there is often no unambiguous line of demarcation between these two faces
of the allocation of capital, one of the things that detaches the interests of in-
vestors from the conditions of life of ordinary people and thus makes posi-
tive class compromise less likely is the disengagement of investment from the
real economy. In order to redirect finance towards the real economy, the state
has to be able to impose real constraints on investment activity, and this re-
quires at least partially impeding the global flow of capital. So long as capital
can easily exit the jurisdiction of political authority, such regulation will al-

36
Le

a
d

in
g

 A
rt

ic
le

s



ways be precarious. This, then, is the second critical task: re-establishing the
capacity of the state to effectively regulate finance and hold it democratical-
ly accountable. There are many proposals on the table to move in this direc-
tion: breaking up the largest financial institutions, both to undermine their
power to manipulate regulatory authority and to remove their willingness to
engage in excessive risk because of their “too-big-to-fail” status; explicitly
recognising the public goods aspect of finance as grounds for creating a more
vibrant sector of public and cooperative financial institutions – credit
unions, cooperative banks, community banks; new forms of transactions tax-
es, like the Tobin tax, to impede the smooth global flow of finance for spec-
ulative purposes.

Taken together, public policies which help build a locally-rooted productive
democracy and which render finance more democratically constrained would
potentially move the class compromise curve in figure 6 in the direction of the
Golden Age curve in Figure 5. Such policies, especially the ones that impinge
on the power of finance, would certainly meet strong opposition by various
elites. The problem, of course, is mobilising sufficiently strong and resilient
political forces to overcome such opposition. Many of the same political eco-
nomic structural developments that have generated an unfavourable class
compromise curve have also contributed to undermining the power of popu-
lar democratic forces needed to push for these kinds of public policies.

2. Strategies which strengthen non-capitalist economic domains 

Because of the political difficulty of instituting policies that would change
the conditions for the class compromise curve as illustrated in Figure 7, it is
worth exploring the possibility of strategies that respond to the adverse con-
ditions for class compromise less by directly confronting the state and instead
focus on ways of building alternatives in civil society and the economy itself.
At the centre of my analysis in Envisioning Real Utopias of socialist alterna-
tives is the idea that all economies are hybrids of different kinds of econom-
ic relations. In particular I argued that modern capitalist economies should
be viewed as hybrids of capitalist, statist, and socialist economic structures.
The synoptic description of such a hybrid economy as “capitalism” implies
that the capitalist component is “dominant”. The idea of positive class com-
promise is focused on power relations and class interests generated by the
capitalist dynamics of the system. One way of approaching the problem of
restoring conditions in which at least some of the benefits of positive class
compromise can be realised is to strengthen the non-capitalist aspects of the
economic structural hybrid.

Here are a few examples:
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Worker cooperatives 
By their very nature, worker-owned cooperative firms are geographically-

rooted. The owner-employees in such firms have a stake in where they live,
and thus they have a deep interest in creating locally-favourable economic
conditions and supporting the public goods which make this possible. Al-
though in most existing capitalist economies, worker cooperatives tend only
to occupy small niches (in the United States in 2012 there were fewer than
400 worker cooperatives), there are instances of large, successful worker-
owned cooperatives, most famously the group of 270 or so cooperatives
known as the Mondragon Cooperative Corporation.

Of particular relevance in the present context is the fact that in the current
economic crisis in Spain, Mondragon has fared much better than most of the
rest of the Spanish economy: only one of the 270 cooperatives in the group
has had to be dissolved. Many issues are involved in explaining the durabili-
ty of the Mondragon cooperatives in the face of the crisis. Among other
things, the Mondragon structure includes a system of cross-subsidisation of
less profitable by more profitable cooperatives, which acts as a buffer when
times are difficult. The common stakes of workers in the cooperatives and the
relatively low level of internal inequality mean that the levels of solidarity and
commitment among workers are quite high. The idea that “we are all in this
together” is a reality, and thus workers are less resistant to the shared sacri-
fices needed to weather a crisis. But also, there are non-member employees in
the cooperatives, and lay-offs of these employees also helped.

The existence of Mondragon as a successful, productive, large-scale com-
plex of cooperatives shows that worker cooperatives need not be restricted to
small, artisanal firms in marginal parts of the economy. In any case, given the
decline in capital intensity in many domains of economic activity (especially
because of the development of digital technologies) and the increasing pos-
sibilities of modularised forms of production, the scale constraints on work-
er cooperatives in many sectors are decreasing. One way of fostering a more
geographically-rooted structure of capital accumulation would be to encour-
age the development and expansion of worker cooperatives.

Worker cooperatives are founded mainly in two different ways: either by a
group of people getting together and collectively starting a firm on a cooper-
ative basis, or by the workers of an established capitalist firm buying out the
owners of the firm. The latter strategy is particularly relevant in contexts
where aging owners of family firms face a “succession crisis” in which no one
in the younger generation of the family wishes to take over the firm. One op-
tion in such a situation is for the workers to buy the firm. The problem, how-
ever, is that workers generally do not have sufficient savings to do so and
thus, to buy the firm, they have to take on levels of debt which then impose
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a significant burden on the subsequent viability of the firm. This problem is
intensified in the broader context of macro-level economic stagnation.

What is needed for the co-operativisation of small and medium sized fam-
ily firms, therefore, is some way for workers to assume ownership of the firm
on a collective basis without taking on excessive debt that undermines the fu-
ture viability of the firm. One possible source for such support might come
from the labour movement. Traditionally, unions have been relatively hostile
to worker cooperatives, seeing them as rivals for the allegiance of workers. In
recent years there are indications of a change in this stance. In the United
States the Steelworkers Union has been in discussions with Mondragon on
the possibility of some kind of collaboration in creating worker cooperatives
in the steel industry. In Cleveland, the initiative to create a cluster of cooper-
atives facilitated by the city government and other large public institutions
has also received support from local unions. In Brazil, unions have been
broadly supportive of cooperatives as well. Rather than being rivals, worker
cooperatives may have the potential of being a complementary basis for the
collective organisation of workers power. In places where the labour move-
ment remains relatively strong, unions could help mobilise the capital need-
ed for worker-buy-outs of small and medium firms.17

If the problems of credit market failures and undercapitalisation of coop-
eratives were solved, then it is possible over time not only for the number of
cooperatives to increase, but for there to develop dense networks of cooper-
atives, meta-cooperatives (cooperatives-of-cooperatives), and other institu-
tional arrangements of what can be termed a “cooperative market economy”.
On a regional scale this is what the Mondragon Cooperative Corporation has
accomplished. Within the Mondragon complex there are a range of institu-
tional devices which increase the viability of each of the individual coopera-
tive enterprises: specialised research and development organisations;
processes for cross-subsidisation of profits from higher- to lower-profit co-
operatives; training and education institutions oriented to cooperative man-
agement and other needs of the firms in the network; and so on. A dense net-
work of cooperatives connected to this kind of elaborated environment of
specialised institutions creates a cooperative market economy enclave within
the broader capitalist market.

Employee-majority ESOPs 
ESOPs (Employee Stock Ownership Plans) are a hybrid form combining,

in varying degrees, capitalist and participatory-democratic elements. There
are approximately 4,000 firms in the United States with 100% employee
owned ESOPs.18 In most firms with ESOPs, especially large firms, the em-
ployees only own a minority of shares, and often shares are concentrated in
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management. Most 100% ESOPs are relatively small firms. Actual democrat-
ic governance rights vary across ESOPs, although in 100% ESOPs the em-
ployees do elect the board of directors of the firm (on a one-share one-vote
basis). Nevertheless, ESOPs with a high percentage of employee shareowners
are more geographically rooted than conventional capitalist firms. ESOPs can
also be a transitional form between a conventional capitalist firm and a fully
democratic worker cooperative (although, of course, worker cooperatives
also, sometimes, convert to ESOPs), but they may also be a stable hybrid form
that connects to the development of a substantial cooperative market econo-
my sector much more amenable to the rehabilitation of the democratic affir-
mative state.

The social economy 
The social economy constitutes economic activities organised by communi-

ties and various kinds of non-profit organisations directly for the satisfaction
of needs rather than for exchange and profit. Most often social-economy or-
ganisations produce services, but in some contexts goods are produced in the
social economy as well. The social economy has an ambiguous status with re-
spect to the provision of public goods and reducing vulnerability, for often the
social economy mainly serves to fill gaps caused by the retreat of the welfare
state. This is one of the reasons why conservatives sometimes applaud the so-
cial economy (for example, in the advocacy of “faith-based initiatives” in the
United States). But the social economy can also be at the centre of building an
alternative structure of economic relations, anchored in popular mobilisation
and community solidarity, especially when it receives financial support from
the state. The Quebec social economy is an example of a vibrant social econ-
omy involving community-based daycare centres, elder-care services, job-
training-centres, social housing, and much more. In Quebec there also exists
a democratically elected council, the chantier de l’economie sociale, with repre-
sentatives from all of the different sectors of the social economy, which organ-
ises initiatives to enhance the social economy, mediates its relation to the
provincial government, and extend its role in the overall regional economy.
The chantier enhances democratic-egalitarian principles by fostering eco-
nomic activity organised around needs and by developing new forms of dem-
ocratic representation and coordination for the social economy.

Solidarity finance 
Another way of strengthening non-capitalist elements within a capitalist

economy is by expanding the ways in which popular organisations are in-
volved in allocating capital. Unions and other organisations in civil society
often manage pension funds for their members. In effect, this is collectively
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controlled capital that can be allocated on various principles. An interesting
example is the Quebec “Solidarity Fund” developed by the labour movement
initially in the 1980s. The purpose of these funds is to use investments delib-
erately to protect and create jobs rather than simply to maximise returns for
retirement. One way the Solidarity Fund accomplishes this is by directly in-
vesting in small and medium enterprises, either through private equity in-
vestment or loans. These investments are generally directed at firms that are
strongly rooted in the region and satisfy various criteria in a social audit. The
Solidarity Fund is also involved in the governance of the firms in which it in-
vests, often by having representation on the board of directors. Typically the
investments are made in firms with a significant union presence, since this
helps solve information problems about the economic viability of the firm
and facilitates the monitoring of firm compliance with the side-conditions of
the investment. Solidarity finance thus goes considerably beyond ordinary
“socially screened investments” in being much more actively and directly en-
gaged in the project of allocating capital on the basis of social priorities.

Solidarity finance can be considered a partial model for enhancing the ge-
ographic rootedness of regional market economies by tying investment more
closely to people who live there. For this to be done on a scale that would
make a significant difference, various kinds of support by the state may be
important. In the Quebec Solidarity Fund there are generous tax incentives
for people who invest through the fund, but a more vigorous form of solidar-
ity finance could involve different kinds of direct subsidies to the fund by dif-
ferent levels of government. Such direct subsidy can be justified on the
grounds that geographical-rootedness – rather than free-floating capital mo-
bility – is a public good because of the ways this makes the regulation of neg-
ative externalities easier and creates greater space for linking the interests of
owners, workers and citizens.

Solidarity funds need not, of course, be restricted to control by labour
unions. Other associations in civil society and perhaps even municipalities
could also organise solidarity funds. The key idea is to develop decentralised
institutional devices that direct investment funds to those economic activi-
ties that are geographically rooted and whose long-term viability depends
most upon the robustness of the regional economy. Solidarity funds can
therefore be seen as a complement to the regional economic development
strategies organised by the state advocated by Rogers.

Conclusion 

Social democracy has, traditionally, not given much weight to strengthen-
ing non-capitalist forms of economic organisation. Its core ideology was to
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support the smooth functioning of capitalism and then use part of the sur-
plus generated within capitalism to fund social insurance and public goods.
Capitalists were left relatively free to invest as they wished on the basis of pri-
vate profit-maximising criteria. The state provided incentives of various sorts
to shape investment priorities and certainly the state tried to create the pub-
lic goods and regulatory environment that would be congenial to capital ac-
cumulation, but it generally did not attempt to nurture non-capitalist sectors
and practices. The mainstream left throughout the developed capitalist world
broadly supported these priorities.

It is uncertain whether or not it will be possible to reconstruct a political-
economic equilibrium in which positive class compromise within capitalism
could once again govern the terms in which the social surplus is allocated be-
tween private returns through capitalist investment and collective returns
used to promote well-being through the affirmative state. But even if it is,
given the long-term uncertainties of the trajectory of structural conditions in
capitalism, the left should begin to seriously think about the desirability and
possibility of expanding the space for non-capitalist alternatives within cap-
italist economies.

Notes
1) This paper is based on a presentation “Class Struggle and Class Compromise in the Era

of Stagnation and Crisis” given at the Nicos Poulantzas Institute, Athens, Greece, in De-
cember 2011.

2) I will use the term “social democracy” to refer to the broad spectrum of progressive po-
litical parties within capitalist democracies. This includes New Deal Liberalism in the
US, the Labour Party in Britain, as well as the various socialist and social-democratic
parties on the European continent.

3) I use the somewhat vague term “popular social forces” here rather than “the working
class” to emphasise the broad popular base of this compromise.

4) This discussion draws heavily on my earlier paper, “Working-Class Power, Capitalist-
Class Interests and Class Compromise”, American Journal of Sociology, Volume 105,
Number 4 (January 2000): 957-1002, and also from chapter 11 of Envisioning Real
Utopias (London and New York: Verso, 2010).

5) In my earlier work on class compromise I framed the problem in terms of the relation-
ship between class interests and “working class associational power”. In the present con-
text I think it is more useful to more loosely refer to “popular power” as a more all-en-
compassing idea. Working class associational power – the power embodied in unions
and working-class-based political parties – designates critical forms of popular power,
but is not exhaustive of this idea. The expression “popular power” is meant to include
all the ways in which popular social forces are able to advance their interests through
different types of collective organisation and collective action.

6) It is always necessary in social analysis to decide how simple or complex the concepts
need to be for particular purposes. In much of my work on class analysis I have de-
ployed quite complex categories, arguing for a wide variety of “contradictory locations
within class relations” as important for studying various issues. Here a simpler, po-
larised class concept will serve our purposes better.

42
Le

a
d

in
g

 A
rt

ic
le

s



7) Quoted in Andrew Glynn, “Social Democracy and Full Employment” (New Left Review.
1995. 211:33–55.) p. 37.

8) It is important to note that wage pressures in tight labour markets is a consequence of
employers bidding up wages as they attempt to lure workers away from other employ-
ers. Wage restraint is a matter of disciplining capital, not just labour.

9) Of course, these positive effects of popular power may not occur: it can happen in some
contexts that strong labour unions themselves participate in state-centred rent extrac-
tion.

10) It is difficult to resolve the question whether the kind of class compromise forged in
the immediate decades after WWII was optimal for capitalist development from the
point of view of capitalist interests, or simply good enough given the constraints. One
view, advocated by Peter Swenson in Capitalists Against Markets: The Making of Labor
Markets and Welfare States in the United States and Sweden (Oxford: Oxford University
Press, 2002), is that these post-WWII arrangements were actually optimal for capital
and not really “compromises” at all. They had the appearance of compromises in which
capitalists made concessions, but this was simply a ploy – in Swenson’s view – to en-
hance their legitimacy.

11) I am using the term “neoliberalism” as a broad umbrella term for the attack on the
form of the capitalist state that provided expansive public goods, strong social insur-
ance for ordinary citizens, and systematic regulation against negative externalities,
rather than a specific set of policies designed to unfetter markets through deregulation
and other policies.

12) The idea of financialisation is perhaps less familiar to many people than globalisation.
Financialisation refers to the shift of the profit-making activities within capitalist
economies from the production of goods and services in the “real” economy to the
buying and selling of financial assets of various sorts. Many factors contributed to this
change, but the partial deregulation of financial markets certainly played an important
role. For an extended discussion of financialisation, see Greta Krippner, Capitalizing on
Crisis: the political origins of the rise of finance (Cambridge: Harvard University Press,
2011).

13) Adam Przeworski, Capitalism and Social Democracy (Cambridge University Press,
1985). The relevance of these arguments for the specific problem of prospects for dem-
ocratic socialism in the 21st century is discussed in my book, Envisioning Real Utopias,
chapter 9, “Ruptural Transformation”.

14) These questions have a family resemblance to a classic concern in discussions of revo-
lutions: Do revolutionary movements simply “seize the time” when windows of oppor-
tunity for revolutionary action occur – when “the conditions are ripe” – or can they ac-
tively contribute to creating those conditions? Of course, the preparation of revolution-
ary organisation ahead of time might itself be important in being able to seize the
time, but this is quite different from imagining that revolutionary movements can
themselves contribute to creating the critical social structural and economic conditions
which make possible an effective challenge to the dominant class. Marx almost certain-
ly believed that the laws of motion of capitalism determined the basic dynamic
through which revolutionary situations occurred; the critical role for collective action
was to take advantage of these opportunities: “History is the judge; the proletariat is
the executioner” (quoted by G.A. Cohen in Karl Marx’s Theory of History). Here our
concern is not with strategies that foster revolutionary conditions, but strategies that
foster favourable conditions for class compromise.

15) In many discussions of the current period a great deal of emphasis is given to the spe-
cific ideological currents within the elite and how these have been diffused through
specific institutional processes. In the United States, for example, the discussion of the

C
la

ss Stru
g

g
le a

n
d

 C
la

ss C
o

m
p

ro
m

ise in
 th

e Era
 o

f Sta
g

n
a

tio
n

 a
n

d
 C

risis
43



44

rise of market fundamentalism and the intensifying hostility to the affirmative state has
generally emphasised distinctive political processes within the United States such as the
importance of corporate money in elections, the ideological effectiveness of right-wing
think tanks, the specific manipulation of racism by the Republican Party, and so on.
These processes are obviously of considerable importance in the United States, but they
fail to help understand the broad erosion of the vigorous support for the affirmative
state across a wide range of developed capitalist democracies. It is conceivably the case
that other countries have simply been affected by ideological currents generated within
the United States, but it is more likely that there is some underlying political-economic
process at play throughout developed capitalism which is driving these trends.

16) Joel Rogers, “Productive Democracy”, in J. de Munck, C. Didley, I. Ferreras, and A
Jobert (eds.), Renewing Democratic Deliberation in Europe: the challenge of social and
Civil Dialogue (Berlin: Peter Lang, 2012), pp. 71-92.

17) Because of the strong positive externalities for employment and economic stability of
an expansion of the cooperative sector, it is possible that the state at the local or even
the national level might find it advantageous to create specialised credit institutions for
this purpose.

18) A technical note on ESOPs: ESOPs are formed in a variety of ways, some of which are
more favourable to the interests of worker-employees than others. In the most advanta-
geous ESOPs, workers do not allocate their own savings to purchase shares in the com-
pany. Instead, the shares are given as part of a benefit package and distributed to all
employees rather than heavily concentrated in the professional and managerial staff of
the firm.
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As this autumn begins, the governments of member countries of the Eco-
nomic and Monetary Union of the European Union (EMU) are strug-

gling to ratify as quickly as possible the EMU’s Treaty on Stability, Coordina-
tion and Governance (the so-called Budgetary Pact). The French government
in particular has decided to have it adopted by Parliament at the beginning
of October. This is a major issue, since the Pact will establish the budgetary
“Golden Rule” – i.e. forbidding state deficits to exceed 5% of GDP. This rule
is a sort of “triple lock-down rule”.

An absurd triple rule

First lock-down: to reduce already existing deficits, all governments are
planning to constrict public and social expenditures. There is no doubt as to
what the result will be: To the existing recession will be added the various as-
sociated injustices as well as a widening productivity gap between the coun-
tries.

Second lock-down: An authorised deficit of 5% of GDP represents, for
France (whose GDP is about 2,000 billion Euros) about 10 billion a year. This
affords a minuscule margin of manoeuvre, when one considers the enor-
mous public investments required to transform the fuel, power and trans-
portation systems, renovate housing and help to reconvert whole sectors of
industry and intensive agriculture – which destroys the soil, ground water

The Stability Treaty: 
An Error or a Crime?

Jean-Marie Harribey



and biodiversity – into an ecological agriculture. Unless one imagines that
the commercial sector could achieve all this … even while seeking to max-
imise its profits.

Third lock-down: the first two lock-downs have all the hallmarks of guar-
anteed inefficiency. The third expresses the logical absurdity of liberal eco-
nomic ideology, since long-term investments will have to be financed solely
out of current revenue and not by loans that would enable the repayments to
be spread over a long term during which the investments made would be
yielding results. In other words, social and ecological transition is prohibited
by the lock-downs contained in the Budgetary Pact.

The immensity of this absurdity requires us to point out that all economic
development, whether it is of the destructive sort that capitalism imposes or
a quality development, such as is required for a social and ecological break-
through, needs money through credit and therefore through indebtedness.
This is where the ideological tour de force by the dominant classes lies: in
having delegitimised the very idea that collective bodies (the state, local au-
thorities) can borrow to prepare for the future.

This tour de force is also a hostile act in that it refuses to envisage the slight-
est development of the European Central Bank (ECB) by preventing it from
becoming a genuine lender of last resort, i.e. for collective bodies and not
only for private banks and other financial institutions that have plunged us
into this crisis.

The same obstruction can be seen in the refusal to endow the European
Stability Mechanism (ESM) with the status of a bank, such that it could refi-
nance itself through the European Central Bank. The way it has been estab-
lished, it is unable to do so and is obliged to borrow on the financial markets
(which will maintain control).1

What is the European crisis a name for?

Three German intellectuals, Peter Bofinger, Jürgen Habermas and Julian
Nida-Rümelin published an article in Le Monde, August 27, 2012 entitled
“More than ever, Europe”. They explained that the European Union suffers
from an institutional crisis because its political integration is not up to the
needed economic coordination. Their proposal: “Only a deep reinforcement of
integration can make it possible to preserve the common currency without re-
quiring an unending series of aid measures, which in the long run cannot fail to
put the solidarity of the European nations through harsh tests. To achieve the
needed reinforcement, a transfer of sovereignty towards European institutions
would be inevitable both to impose fiscal discipline and to guarantee the stabil-
ity of the financial system”.
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That the European Union’s institutions (the Commission, the ECB and the
European Parliament) are daily proving their inability to deal with the crisis
is indisputable. However, that fiscal discipline should be the last word for
curing the crisis is curious to say the least, unless the discipline were to be di-
rected against the rich who have benefited from so many tax advantages. At
most, some national budgetary severity could be accepted within a federal
context if the European level had a substantial margin of manoeuvre. But
those national budgets will be padlocked while nothing is planned to increase
the miniscule European budget, which is itself subject to being the same rules
of budgetary balance. Thus neither at the national nor at the European levels
can a self-willed political action be possible.

In brief, these three thinkers never ask themselves what the European cri-
sis is a symptom of. This crisis is not a crisis of the public debt (to the extent
that our misfortunes are due to the accumulation of this debt caused by lax-
ness in expenditures), nor strictly speaking a crisis of the Euro (in the sense
that the Euro’s very existence has engendered the present crisis). The Euro-
pean Union is in crisis because it has involved itself in the worldwide trans-
formation of capitalism, which is itself now at a total dead end. In other
words, the European crisis is the regional expression of a double planet-wide
malfunction that can no longer be hidden.

The first malfunction is that of a mode of production incapable of provid-
ing the increasingly exigent financial sector the base that it needs to appro-
priate an ever-increasing portion of income. Thus overproduction is spread-
ing in several industrial sectors, which were previously able to deal with cap-
ital accumulation. From the second half of the year 2008, the uncontrolled
increase of private debts no longer sufficed to compensate for the inadequa-
cy of wages to stimulate demand for the consumption required by capitalism
and to attenuate the explosion of inequality. This also points to the inability
to go beyond a certain threshold of exploitation to produce value. Finance
(i.e. the financiers and their ideologists) thought it could fly forever in the
upper stratosphere, but sooner or later reality brought it down to earth, un-
fortunately dragging the world into a crash. The neoliberal European Union
could not, and cannot, be a rampart against the crisis because it participated
in building its foundations. With its idiotic and cynical austerity measures
and rules it can only reinforce the crisis.

The second planetary malfunction is the second tier of the first – that of a
mode of production henceforth incapable of conceiving an infinite trajecto-
ry of capital accumulation because it is up against the ecological crisis, par-
ticularly up against the wall of natural resources – that is of the planet’s lim-
its. Why is this malfunction the second tier of the first? Because without ex-
ploitation of labour power, that is without arms and brains, the exploitation
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of nature is impossible – and because without natural resources the exploita-
tion of labour power has no material base.

This intertwining explains the systemic character of the general crisis that
is hitting all societies, to different extents and in different ways. The liberal
ideologists have understood this well. Hence their pressure, on the one hand,
to push the destruction of social rights that impede maximum profitability,
and, on the other hand, to establish a “green capitalism” that can increase the
commodification of natural resources.

The storm has arrived

The crisis will not subside after the ECB’s September 6 announcement that
it will buy, “without limits” short-term public bonds on the secondary mar-
ket in the event that states are in difficulty, but resell them for prices equiva-
lent to those of private bonds, in order to sterilise the preceding monetary
creation. Thus the ECB and the Pact are prolonging the problem that has re-
sulted in Europe not having a real central bank that can be a lender of last re-
sort for the economy as a whole.

By forcing the states to undertake huge budget cuts in public and social ex-
penditure, the Pact allows the dominant classes to avoid a substantial tax re-
form that would make them give back at least part of the wealth they accu-
mulated over the last three decades.

It perpetuates the absurd notion that public expenditure is a parasite on
the market economy, since it is financed by taxing the latter, which is the only
thing considered to be productive. Yet those working in non-commercial
services produce these services’ economic value, and the taxes and social-se-
curity contributions are on the overall revenue already increased by that val-
ue: In France this represents a good quarter of the GDP.

By refusing to submit the Pact to a popular vote, European leaders are com-
mitting a serious offence against democracy, a breach that the Pact makes
worse to the extent that it will force the states to submit their annual draft
budget for approval by the European Commission in accordance with a pro-
cedure called “the semester”. Moreover, if the Pact is not ratified, the “six-
pack” and “two-packs” are already prepared to perform the same function.
However, this lack of democracy is not a mistake but a deliberate decision,
these arrangements having as their ultimate end the perpetuation of the
reign of finance capital.2

Therefore everything must be done to organise a real democratic debate on
whether or not to ratify the Budgetary Pact. Mobilisation against this Pact has
begun in several European countries and will not stop even if the Pact is rat-
ified. The issue is to know if society will have the right to have the means of
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bringing about a breakthrough or if it will have to be “disciplined”. To para-
phrase a famous saying, we must choose between a social-ecological break-
through and neoliberal barbarism.

Notes
1 On this question see: J.M. Harribey, “Les vertus oubliées de l’activité non marchande”

(The Forgotten Virtues of Non-commercial Activity), Le Monde diplomatique, November
2008, http://harribey.u-bordeaux4.fr/travaux/valeur/non-marchand-diplo.pdf.

2 See Attac, Le piège de la dette publique, (The Public Debt Trap) Paris, LLL, 2011 ; Écono-
mistes atterrés, L’Europe mal-traitée, (Ill-treated Europe) Paris, LLL, 2012; Fondation
Copernic, Changer vraiment, Quelles politiques économiques de gauche ?, (To really change:
What economic policies for the left) Paris, Syllepse, 2012 : Appel des 200 pour un
référendum sur le nouveau traité européen: “Europe: pas sans nous !”, (The Call of the
200 for a referendum on the new European Treaty: “Europe: not without us!”)
http://www.referendum-europe.org
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Dimitris Sotiropoulos notes quite rightly that the Euro is not just a cur-
rency, but a mechanism: “It has set up a particular form of symbiosis

among different capitalist economies” (Sotiropoulos 2012, 66). But what is
the material nature of this “symbiosis among different capitalist economies”?
This key issue had already been raised by John Grahl in 2003. He stressed that
globalisation and the associated process of European integration was not just
a political strategy “but also, and even more, the outcome of a deep change
in productive structures, of a new phase in the socialization of production”
(Grahl 2003, 19).

At the moment, however, the focus of left discussion and strategy is still on
the distributive and political aspects of the EU. This is usually connected to
the presumption that there would be a recovery of the national capacity to
act politically in general and of the left’s ability to act in particular if the EU
disintegrates. This view assumes that the EU is in fact not a “symbiosis
among different capitalist economies”. In Transform! 10/2012 Francisco
Louçã argues convincingly that Portugal’s leaving the Eurozone would have
disastrous consequences for the mass of the population and would in no way
solve the country’s problems (Louçã 2012). So is the EU more than just the
sum of its parts? In what follows there will be no attempt to answer this ques-
tion in any detail. Instead, this article draws attention to factors other than
the centrifugal and (artificially) centripetal forces so that these other factors
can be taken into account in formulating strategy.

The “Hard Core” of 
European Integration

Lutz Brangsch
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Contradictory assessments and interpretations
Scholarly literature, on the other hand, occasionally questions whether the

integration process has had any economic effect at all and whether it was ever
“economically justified” (Plumpe and Steiner 2008, 37). This question must
be taken very seriously. The fact is that the available data for a serious assess-
ment of the totality of inner interconnections in the EU and the Eurozone are
not very sound. After the liberalisations and privatisations of the 1990s the
single European market has largely been treated as an intrinsic value that can
at best be studied on a highly aggregated level (such as that of the balance of
payments) or in relation to individual questions (such as that of the region-
al effects of EU subsidies). The academic world thus adapted to the change in
the EU’s view of itself at the beginning of the 1990s.

If we look at the statements and the available data on economic interde-
pendence in the EU area the Union would appear to be flying blind as regards
economic policy. The EU Commissioner for Industry, Antonio Tajani, has
just announced that it has proven impossible to analyse the interaction of
various EU initiatives in terms of their economic effects, but he has made a
plea to bring industry back into the EU (Tajani 2012).

It is obvious that when it comes to documenting and assessing the func-
tioning of the integration processes in the EU the direct approach is unsuit-
able. The goal of European integration is not being implemented in the way
politicians would like or common sense would dictate.

But this was also true of the period up to 1990. Studies of the ECSC (Eu-
ropean Coal and Steel Community) show, on the one hand, the limitations
of direct political intervention and, on the other hand, the far-reaching ef-
fects of integrating economic policies in the steel sector until well into the
1990s (Evers 2001, 203ff.). In addition to the political aim of integrating the
FRG into the western system, the decisive goal was the imposition of the
principle of competition on the FRG’s heavy industry, traditionally known
for its strong monopolistic tendencies. The interplay between regulation, in-
tervention in the form of subsidies, protectionism and social welfare meas-
ures had given rise by the end of the 1980s to a steel industry which, howev-
er differentiated, had an EU-European character. The competition between
companies and countries now had a framework which prevented major
crises, especially those of a political nature. It did not turn integration into a
process of social integration, but it did make lasting changes to the social sec-
tor and in other ways than might be expected in a Western Europe of free
competition. Projects such as the ECSC and Euratom set the signals for di-
rect cooperation in industry, but did not manage to achieve direct coordina-
tion. Companies responded to the signals by using them for their corporate
strategies, in some cases with state subsidies. Other instruments, such as the
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Structural Funds and Social Funds, tended to operate indirectly and proba-
bly more sustainably.

The lessons drawn from the failure of one component of the policies of the
EU’s predecessor organisations and from the successes in other fields led in
the 1980s and 1990s – mainly under the pressure of globalisation – to a new
consensus among the member states which was closely connected to the turn
towards neoliberalism and the reconfiguration of the balance of power in Eu-
rope (Sifakis-Kapetanakis 2010, 79-83). The EU now defined itself, quite de-
liberately, no longer in terms of its internal relations, but as a springboard for
companies intent on international competition. The intensification and the
shifts in trade and production within the EU are increasingly explainable on
the basis of the integration of individual companies in the global economy.
One has to agree with Sifakis when she points out that “in its current form
the EMU’s institutional framework is not viable. It encourages the accumu-
lation of lasting imbalances at the expense of Europe’s least developed na-
tions. While giving rise to substantial costs and risks for these countries, it
jeopardizes the institutions and mechanisms which would enable them to
cope” (Sifakis-Kapetanakis 2011). The operative expression here is “in its cur-
rent form”. The question is ultimately whether an EU economy has indeed
come into existence as a “quasi-national economy” with its own strong inter-
nal reproductive cycles, which is compelling the adoption of new forms of
the EU, EMU or the Euro – or whether it can discard the form of the EMU.
The question we have to answer is what significance the new challenges iden-
tified by the EU Commission as regards the integration of the EU economy
in the international division of labour (Commission 2012b, 4) really have in
the sense of a “new reality” – that is, is the integration process practically ir-
reversible – and what role does the Euro plays in this? On the answers to these
two questions the viability of a left strategy will crucially depend.

What is the EU, really?

A glance at the EU documents seems to confirm that the EU is a structure
for monitoring adaptation to given external conditions (Commission
2012a). The significance of industry, productive services and agriculture and
their place in the division of labour are concealed in politics and in scholar-
ship behind the mask of competitiveness.

The result is that the strengths of the individual countries have been en-
hanced. This trend coincides with the structural weaknesses of the countries
that are particularly hard hit by the present crisis and whose weakness is re-
produced. So the aim must be to concentrate resources on a complex restruc-
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turing of the economy as a whole. However, it is precisely in this situation
that (unsurprisingly) a flight of capital –from Spain, for example – can be ob-
served. Restructuring is something that happens in the banking sector, not in
industry, agriculture, etc. (Plenk et al. 2012, 23f.).

This corresponds to the recommendations of the IMF and OECD. Coun-
tries like Greece, however, are confronted with problems of their economic
structure as a whole. The (few) available studies are unanimous and credible
on this issue (Schrader and Laaser 2012). Yet all prescriptions and recom-
mendations evade this very problem.

All this leads to a dilemma which, in the case of Greece, Karagiannis/Kon-
deas describe as follows: “In formulating policies for economic restructuring
and diversification, it is critical that the policies are components of a long-
term strategy. Failure to do so could lead both to short-run highly partisan
considerations dictated by socio-cultural impediments and pressing prob-
lems…, as well as the adoption of an ad hoc approach to development which
is in conflict with the goal of a stronger economic fabric” (Karagiannis and
Kondeas 2012, 69). The fact is that the long-term interests in terms of a solu-
tion to the EU crisis are in contradiction to the short-term demands, expec-
tations and interests manifested chiefly in profit expectations. In this sense,
Greece exemplifies the inconsistency of EU policy. However, we should not –
and this cannot be emphasised too strongly – confuse the inconsistency of a
policy with its ineffectiveness. The inconsistency lies simply in the fact that
the spatial distribution of the productive forces and the development of
labour capacities in the regions do not result from a strategy created to deal
with these phenomena, but that the changes are dictated by other criteria,
criteria that originate in corporate strategies! The EU is a space of integra-
tion, which is unaware of the peculiar nature of its integration.

The question from a theoretical point of view

Even if one justifiably deduces the new quality of capitalism from the cri-
teria of valorising money capital, production is still a necessary element in
the cycle. The whole process of capital reproduction – not just one of its
parts – is characterised by the sharpest contradictions (Busch 2012, 115). The
production of the material bases of life, that is, the role of the cycle of pro-
ductive capital invested in industry and agriculture, is mostly ignored by to-
day’s analyses. This is all the more astonishing as the crisis that began in 2007
was to a large extent a crisis of overproduction in the classic sense. This was
most clearly evident in the construction and car-manufacturing industries. It
also became evident that, whatever the importance of the financial sector, the
stability of the social fabric depends on how far the fruits of this sector can
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be converted into/ exchanged for the commodities of the “classic” economic
sectors. Of course, the structures of the international and regional division of
labour are determined by the profit-making yardsticks of the financial oli-
garchy. The financial sector is not just an “ancillary” sector and never has
been in capitalism. Monetary and capital cycles in general and productive
capital cycles always develop and modify themselves in tandem. The fact is
that the question raised by Grahl concerning the new quality of socialisation
is the question of what substance remains of the processes known as global-
isation and financialisation. This enduring substance is the possibility – cre-
ated by financialisation – of mobilising resources worldwide and interlinking
all local processes on a genuinely global scale. The form is destructive – the
essence is revolutionary.

The challenge therefore consists in taking the total reproduction process as
a basis for an assessment of the EU. This not only involves a combined exam-
ination of financial and productive capital but an investigation of the social
and political relations reproduced in the process.

A brief review of the analyses

As already noted, there is hardly any direct evidence for the emergence of
an economic space of a new quality. This is astonishing in view of the vast
number of mechanisms, regulations and procedures that come out of the EU
and the criticisms of the unwieldy bureaucracy thus generated. This is main-
ly due to the fact that it is always just individual components of the ongoing
processes that are examined, so that the totality of the reproduction process,
as indicated above, simply cannot be grasped. And, taken in themselves, the
processes really are contradictory and sometimes directly opposed to one an-
other. Let us take a glance at some typical studies and positions.

The export-intensity of GDP in the EU countries may vary, but in many
of them it is high – higher than in the USA and Japan. In 2008 there was
Belgium at one end of the scale, with 75%, and Cyprus at the other with
6.8%. Among the countries most dependent on exports – apart from Bel-
gium – were Slovakia, Hungary, the Czech Republic, the Netherlands,
Slovenia and Estonia, for all of which the figure for the year in question
was over 50% (WTO 2012). In trade within the EU more upmarket, high-
ly processed products make up the lion’s share. Here, however, there is
clearly a problem: the automobile sector accounts for the largest share of
direct exports – 10% (2010) – of the EU countries among themselves (Eu-
rostat 2011, 79). At this level we see not only a high degree of interpene-
tration, but also a high quality of it. There are long-term trends at work
here. In the early 1990s there were already relevant studies for the car-
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making industry (Bochum and Meissner 1989). Even the “Eurosceptic”
Czech Republic was integrated via the division-of-labour dependencies of
this branch. The resultant global production networks would – in Grahl’s
conception –  have to play a decisively stabilising role in the deepening of
the socialisation processes (for an overview see Gundlach 2011).
The way the economies are linked within the EU makes all the member
states dependent on the development of global economic relations. There
are three important factors here: the tendency for trade agreements to be
reached between regions rather than states; the growing weight of the
BRIICS countries in international economic relations in general; and
changes in the pattern of investment.
An analysis of studies from different countries on the effects of export-
import relations on companies shows that these relations tend to increase
the latter’s a) productivity and b) capacity for survival. This does not ap-
ply to profitability (Wagner 2012). Thus the smooth functioning of the
global market and a conflict-free integration in the international division
of labour probably acts as a motive for companies to take advantage of the
opportunities offered by the EU.
Krieger-Boden and Traistaru-Siedschlag come to the conclusion that, in
the course of the EU’s development, structural changes tend to take place
more in the countries and regions than between them: “No evidence”,
they write, “could be found that integration would replace national core-
periphery systems by a unique Europe-wide core-periphery system”
(Krieger-Boden and Traistaru 2008, 25). Other authors come to slightly
differing conclusions, while also stressing that, although there is a conver-
gence between the states, the differences in development within the states
tend to increase. Developments since the appearance of this study con-
firm this, though they also reveal to a starker extent the regional differen-
tiations taking place at all levels.
The Euro plays a role in facilitating, for example, trade flows without nec-
essarily increasing their volume. “A low effect of the euro on quantities
traded does not mean that there are no cost-savings from introducing the
euro. The larger part of cost savings operates not through additional
trade, but through less costly transactions in existing trade volumes”
(Hogrefe, Jung, and Kohler 2012, 41f.). The latters’ studies confirm the old
caveat that a currency union, on its own, may increase inequalities unless
it is tied to other measures that even out the competitive positions.
Another important feature of the EU as an economic area, according to
Keller and Yeaple, concerns modern, complex products of the so-called
“knowledge economy”, for which the costs of the technology transfer at
certain points exceed those of the transfer of commodities. This is why,
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studies show, even large international corporations must develop their
homeland base (Keller and Yeaple 2008, 37-38). Barba Navaretti draws the
same conclusion: “The global projection of European firms starts howev-
er in the single market, as this is the quintessential quasi-domestic space
where firms initially grow and reinforce their competitiveness. The coor-
dination of structural policies at the European level, which has been lag-
ging compared to aggregate demand policies, would also contribute to
strengthening European firms” (Barba Navaretti et al. 2011, 51).

At this point we should mention the role of the EU in the structuring of
agriculture (the agrarian market continues to be one of the EU’s broadest
fields of activity), the role of such programmes as the European Social Fund
and the European Regional Development Fund, and the importance of the
EU in the area of standards and norms.

These examples suggest that although the integration process has not
helped to reduce inequalities (at least not to the degree that is sometimes
claimed), it has changed the nature of these inequalities. Per capita income
can stay the same while the basis for income changes, which in turn can en-
tail completely different capital reproduction requirements. The simultaneity
of structural change and the dismantling of social rights and services can dis-
tort the picture. Thus the symbiosis of capital noted by Sotiropoulos has a
material base which goes beyond financial interrelations.

Consequences

The findings only briefly outlined here underscore the necessity of an inte-
grated view of the EU. In assessing the changes we must distinguish different
levels:

Changes that are reflected in aggregated (or aggregatable) indicators at
the level of the national economies;
Changes that manifest themselves in the development of relations based
on division of labour in companies;
Changes that are manifested in the reproduction of the commodity
labour-power and in social relations as a whole;
Changes concerning the conditions of reproduction of constant capital
(in the Marxian sense of the “general conditions of reproduction”).

From a theoretical point of view and from a survey of the results of the var-
ious analyses we can justify the thesis that the reverse side of financial-capi-
talist interests is a hard core of general economic interest which holds the EU
and the Eurozone together. The functioning of this hard core and its conse-
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quences for left strategies require further discussion. It is, however, evident
that a “rescission” of the EU and the Euro in the face of the changes in their
material basis and the global challenges confronting them (ecological/social
crisis, unjust international division of labour, etc.) is not going to get us any
further. The debate must be conducted both within and about the Union.
The amount of real interlinking and mutual dependence in the EU still con-
siderably exceeds the amount of joint action organised by the left.
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From its inception, Europe has been a political project – aimed at overcom-
ing conflicts and creating cooperation. Over the course of the last decades

European nations – led by economic and political elites – were able to over-
come their long-established enmities. This goal, and the enormous commit-
ment of many forces in civil society and institutional politics, undeniably de-
serves to be recognised and honoured as a service in the cause of peace.

Nevertheless, the bestowal of the Nobel Prize for Peace on the European
Union also indicates a problem. For a long time now, the EU has been a proj-
ect of the economic and political elites. From the south to the north, Euro-
scepticism is growing. While the chauvinist-anti-democratic right advocates
a return to the nation-state, the left is mobilising against the social conse-
quences of radical austerity politics. And the political blocs of the conserva-
tives and social democrats find it increasingly hard to keep up their mantra
of austerity policies without alternatives. The number of heads of govern-
ment who have politically survived the crisis since 2009 is small. In this situ-
ation, the symbolic cover given by the Nobel Prize for Peace is intended to
strengthen the idea of peace.

From the onset, European integration was a new political project which
grew from the ruins of World War II. But it was a project which – from the
Montan Union (European Coal and Steel Community) to the European
Monetary Union – was dominated by the primacy of economic integration.
Former president of the EU Commission, Jacques Delors, used the image of

Germany as Hegemonic Power:
The Crisis of European Integration

Joachim Bischoff and Richard Detje
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“Russian nesting dolls” to characterise this phenomenon: from economic
progress, social and finally political progress would grow. However, while
during the 1980s the project of the domestic market was enthusiastically
carried out, the European social model hardly advanced. The liberalisation
of capital markets pushed – among other reasons to avoid speculative at-
tacks against national currencies – toward the introduction of a common
currency which in the long and medium term – and with an eye to global fi-
nancial markets – was conceived as an investment currency capable of seri-
ously competing with the US Dollar. In the process, the restructuring of the
“Keynesian welfare state” was accelerated and made compatible with EU fi-
nancial markets. “Europe” was turned into a project of economic and polit-
ical elites, and its democratic content fell by the wayside. Attempts simulta-
neously to sanction and conceal this process within a European Constitu-
tion have failed in two public referendums: in France and Ireland. In this
process, resistance against the legal institutionalisation of military policies
played no small role.

In the midst of the heaviest economic and financial crisis in EU-history, in-
jecting the symbolic capital of the Nobel Peace Prize is indeed a risky project
because economically, socially, and politically Europe is deeply divided. Old
avenues of integration no longer lead anywhere. A renewed attempt to pres-
ent, within the next two years, an EU constitutional treaty is no longer going
to the trouble of concealing elite rule. The fiscal pact and reports issued by
the Troika are harbingers of a new European fiscal regime to which all areas
of social life will be subjected. This is producing massive social strife from
above. The peace formula of “embedded capitalism” or “Rhenish capitalism”
in France and Germany is no longer in effect. The policy of integration and
self-integration of Germany into the European cooperative space has reached
a limit: The constantly widening gap between the economic power of Ger-
many and that of other EU countries is leading to the formation of new hege-
monic structures and related conflicts.

The failure of modernisation

The EU Commission and German Chancellor Merkel want to establish the
European fiscal regime very quickly, since the gap between the economic
power of Germany – and along with it Finland, the Netherlands and Austria
– and the so-called crisis countries, to which Spain and Italy by now belong,
will not be closed by the prevailing austerity policy but will widen further.
Highly productive industries and service companies in so-called core Europe
stand in contrast to clearly weaker ones in states now declared to be part of
the periphery. The project of an all-encompassing modernisation of Europe,
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the Lisbon strategy proclaimed at the beginning of the 21st century to pro-
mote Europe’s competitiveness in the world market, soon failed. At its core it
was nothing more than an attempt to commend Germany’s mercantilist
strategy as the model for the entire European club: high competitiveness,
economic growth through success in foreign trade, and, beyond this, secure
employment and income. This required restructuring the European social
model according to competition-promoting policies, opening up the social
welfare system to financial markets and the further privatisation of public
enterprises, particularly in areas of municipal infrastructure. The result was
the intensification of social inequalities, the formation of asset bubbles and a
massive expansion of the financial sector with an ensuing rise of instability
in economic and political systems. Germany was able to conquer leadership
as the most competitive economic power.

The promise of equalising economic and social living standards within the
Euro-regime was made unrealistic from the start. With the European single
currency, Germany had gained a decisive competitive advantage, but com-
petitive advantages were no longer counteracted by national currency appre-
ciation. The policy of Germany’s federal government to fuel national accu-
mulation by usurping collective demand in the European domestic market,
could – given the currency union – now have a chance. Since inferior neigh-
bours had no possibility of depreciating their own currencies, pressure grew
internally brutally to lower the costs of labour. Wherever this did not happen,
debts increased. For almost a decade, this “creditor-debtor” system seemed to
“function”. In the context of the Great Economic Crisis, expansion based on
growing indebtedness came to an end.

The division of Europe

In countries such as Great Britain there is great resistance to the concession
of more power to the EU. Others warn of a two-speed Europe, in which states
like the 17 Euro-members work more closely together and all other partners
sink into the role of outsiders. Recently, treaty change has come up for dis-
cussion due to a strengthened common budgetary and fiscal policy. In the
end, EU-members decided the Budgetary Pact through bilateral agreements,
not as a further development of European agreements. It is not only the
Euro-sceptical British who have strong reservations about this development.
Concerns about a two-speed Europe, in which they would, if anything, play
an increasingly peripheral role, are gaining voice.

At the Conservative Party Congress, British Prime Minister Cameron pre-
pared the population for hard times. He said that painful decisions were
pending in order to bring the country out of its deep recession:
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“Unless we act, unless we take difficult, painful decisions, unless we show
determination and imagination, Britain may not be in the future what it has
been in the past. Because the truth is this. We are in a global race today. And
that means an hour of reckoning for countries like ours. Sink or swim. Do or
decline” (The Telegraph, October 10, 2012).

The insolvent nation, threatened by dissolution, shall, he claimed, once
again be made solvent by removing its mountain of debt, gently regulating
the banking world, further reducing the social welfare state and increasing its
distance from the Eurozone. The EU budget is a typical case “where we must
draw new boundaries”, Cameron said. If the budget is too large, he will block
the new EU domestic budget. The Prime Minister demanded two domestic
budgets in the future – one budget for Euro-members, and another for the
rest of its members. Put bluntly: there is a growing gap between the Euro-
zone dominated by Germany, and members who are not tied to the curren-
cy, resulting in a split within the Eurozone.

In addition, in many countries, the political coordinates have moved to the
right. In parallel to this rightward shift, a qualitative change is taking place in
the political system: short-cycle as political crises as a result of austerity pro-
grammes that disintegrate social relations, the increasing discrediting of the
party system, the recourse to “cabinets of experts” who are to carry out the al-
legedly necessary constraints which appear to be independent of social-inter-
est conflicts and clientelist power structures. Emergency regulations decreed
during the Great Depression of the 1930s in Germany, which unhinged the
parliamentary system of the Weimar Republic, characterises the political ar-
chitecture of today’s Europe. Under the new European fiscal regime, member
states must present their domestic budgets – even before being considered by
national parliaments – to the EU Commission and the European Council of
Ministers for approval and are thus subjected to permanent monitoring.

The installation of an authoritarian regime – as seen in the developments
of recent months – is thus not only a consequence of a partly tacit, though
often rather noisy, pressure from financial markets (Habermas: “less democ-
racy is better for the markets”), but is necessarily mediated by a political class
organising itself under post-democratic conditions.

The reality is that in times of economic weakness – certainly in a recession
– the industrial base of many countries is exposed to the danger of a non-fi-
nancial sort of contagion: that is to say, while Germany’s export industry
profits/profited from the expanding demand coming from Latin-American
and especially Asian markets, Italian, Portuguese, and Spanish export enter-
prises are much more focussed on a stagnating European market – and cor-
respondingly they suffer from the contagion of European austerity. What
could bring down the firewall erected with ESM, IMF and ECB funds is the
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coincidence of a crisis of the real economy with that of financial markets dur-
ing the coming year.

Excacerbation of the crisis 

The world economy is on the brink of a renewed recession. Germany is an
exception because its growth and employment rates lay well above average
when the crisis broke out in 2008. A prognosis for the recession in the Euro-
countries is that the target marks will be missed and the debt quota will rise.

The distinct slow-down of the economy, politically aggravated by austerity
policies, will provide for a massive intensification of the debt crisis in the
coming months. Thus, in the foreseeable future, Greece, Ireland and Portu-
gal will not be able to return to the capital market. It may even happen that
Italy and Spain lose access to the market and will have to be supported by
massive interventions by the ECB.

Despite the repeatedly declared resistance of the German government to in-
tensified and unlimited interventions by the central bank, more and more ob-
servers see the only way out in a strengthening of Germany’s leading role and
a monetisation of state debts. A collapse of the Euro and the reintroduction of
national currencies is said to be a threat to Europe and the capitalist hemi-
sphere. The prevailing diagnosis of the crisis is: Europe’s states have too much
debt, of which too much is in the books of banks which are in principle insol-
vent; moreover, there are enormous trade imbalances between peripheral and
central Euro-countries. All three problems have to be solved, otherwise the
Eurozone will implode in a deflationary spiral. However, austerity is no solu-
tion, since it is impossible for one country to correct the deficits of the gov-
ernment and of the private sector while a trade deficit exists.

The magic word is “structural reform”. It designates fundamental changes
in Europe’s wage system. It has come under pressure after Germany massive-
ly devaluated its currency during the decade after the introduction of the
Euro. While real wages throughout Europe rose at various rates of speed, they
fell in Germany. Decisive here was a policy through which the low wage sec-
tor and precarious-labour sectors were quickly expanded. Within a few years,
the amount of non-existence-guaranteeing work grew to levels only out-
matched by the USA. This competitive pressure is now used as an opportu-
nity to change the collective bargaining systems between wage labour and
capital in fundamental ways: through the revocation of national negotiated
wage systems, through escape clauses in all sectoral wage agreements,
through a general preference for company-level agreements, a stop to decla-
rations of general application and the partial annihilation of unions. Added
to this is a new political interventionism through massive wage cuts in the
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public sector and the lowering of minimal wages. As a consequence of these
policies, real wages in Greece since 2010 were brought down by over 20% and
in Portugal by over 10%. The result: the economic collapse was reinforced.

Authoritarian capitalism?

It is absurd to want to force structural adjustment programs of national
economies in the Eurozone by lowering wages and carrying out austerity poli-
cies that lead to economic depression. Europe needs economic growth and at
the same time a structural change of accumulation regime. The leadership
role of Germany, which up to this point consists in the massive carrying out
of austerity measures, has to be overcome in that, as the hegemonic power, it
bids farewell to an economic policy oriented to current account surpluses and
aims instead at a more equal balance of trade. It is of course to be feared that
this civilising direction of development will find little support from the eco-
nomic and political elites. The error in the construction of the Euro-project
consisted and still consists of the fact that for political reasons a common cur-
rency was imposed on unequal national economies. As a consequence of the
specific structure of the currency union – a coalition of sovereign states with
national banks of issue, combined with a Euro-wide inter-bank payment sys-
tem (Target 2) – competitive imbalances are created and Euro-countries with
current account deficits and budget deficits are automatically financed by
those Euro-countries which – due to their higher competitive capacities – re-
alise current account surpluses. As long as these inequalities persist, the claims
of the surplus countries on the deficit countries continue to grow.

New institutions – such as the EFSF und der ESM – were founded outside
of the European Union. These mechanisms, as well as the Euro-group, are
dominated by the core European countries, and the latter by Germany. This
culminates in a change of European power relations: the financial and state-
debt crises have led to a shift of power toward Germany as hegemon. Ger-
many is today stronger than it ever has been in the history of European uni-
ty. This is mirrored by a relative weakness of France and Great Britain.

Since a generalisation of austerity policies is neither a sustainable nor so-
cially acceptable way out, and Germany as a hegemonic power is increasing-
ly approaching a political dead end, we are going to experience an ongoing
intensification of the political contradictions in the next three months. The
incubation of authoritarian, personalist forms of rule will advance. So-called
technocratic governments are mere transitional forms. This development can
only be stopped when popular majorities reject the prospect of such devel-
opments and, by dislodging the power of the financial markets, bring into be-
ing a through-going process of the reform of national economies.
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However, it is not only changes in the relationship between core and pe-
riphery, but also the issue of democracy that can call into question the exis-
tence of the EU. Since the Union is proceeding in “negating European
democracy”, it is dramatically losing acceptance, and demands for “more Eu-
opre” are becoming more unpopular and always less realisable. A stagnation
of the European process of integration and possibly also a retransfer of EU
competences to the nation-state level can therefore no longer be ruled out.

There will be no quick, simple and clean solution from a regulatory point
of view. Nothing is gained by excluding member states or by dreams of a
North-Euro. The citizens of the affected countries would try to put their
money in a secure place to prevent their savings from being exchanged for a
new currency, which would then be devalued on the foreign exchange mar-
kets. If the Euro collapses there will be bank crises and state bankruptcies.
The ailing bank and financial system will not survive the end of the Euro. The
exit or exclusion of some member states from the EMU would result in a se-
rious convulsion of the European and international financial system.

With the Euro the whole European fabric would totter. The flawed con-
struction of the Euro regime cannot be repaired by abolishing the Euro. And
yet: The wave of Euro-enemies could very quickly turn political power rela-
tions upside down in many European countries – to the far right. Eurozone
governments want to resist this possibility through the new European fiscal
regime. This new and concerted fiscal and economic policy is neither social
nor democratic. It reinforces tendencies to authoritarian capitalism.

There can only be a collective way out. The dismantling of current account
surpluses and the expansion of the domestic economy in the core countries
are indispensable contributions to EU stabilisation. What is necessary is a re-
form which instead of resting on the single pillar of money and currency
policies will rest on three further pillars: a common fiscal policy which redis-
tributes resources from top to bottom; economic policies which can socially
and ecologically renew Europe with public investment programmes; and so-
cial policies that eliminate poverty and create development opportunities.

The EU is the result of the political will to overcome apparently irreconcil-
able antagonisms. This has, from the beginning, meant the reconciliation of
peoples who for centuries had seen each other as arch enemies. Measured
against such an achievement, the latest challenge to put economic develop-
ment and the common currency on a sustainable basis would seem to be a
less daunting task. Nevertheless: the resistances and obstacles seem insur-
mountable. Nationalistic centrifugal forces have in recent years gained con-
siderable new strength and pose a threat to the entire European construction
– they could put an end to the peace project.  
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In recent month dramatic changes in the EU have taken place. This article
addresses the role of Germany in the multilevel governance structure of

the EU. Our argument is that the rise of Germany as the new political, and
not only economic, hegemon will have a dramatic impact on the internal
structure of the EU as well as its external behaviour. As this is basically a ma-
terialist analysis other export-oriented nations e.g. the Netherlands, Austria
and Finland could and should be included in the analysis. But for reasons of
clarity and because Germany is not only economically relevant, as are small-
er nations just mentioned, but also highly relevant politically, it makes sense
to concentrate on the role of Germany.

The unexpected rise of Germany as new political hegemon 
in the EU

Germany has recently achieved the status of undisputed political hegemon
in the EU. This will result in changes to the European Union, which are even
more important than what was already apparent at the beginning of 2012.

Germany’s ascent marks a complete break with one of the founding pillars
of Western European integration after 1945: the urgent need to control Ger-
many in military and political terms.

Recent Developments Inside the 
EU and its Implications for
European Foreign Trade Policy

Roland D. Kulke



The current challenging situation in the EU
Since the introduction of the Euro, Germany has implemented a new pro-

duction plan. This new policy led to the German economy’s export offensive
vis-à-vis its Eurozone partners, which is based on the inability of its trade
partners to devalue their currencies. It has to be mentioned here that German
exports grew not only in the traditional sectors like machine, steel, chemicals,
etc., but also in food and livestock, etc. This important development is to be
attributed to wage-dumping in Germany and not to productivity growth.

If Germany were to support the periphery with large sums of money, the
result might be a modest growth of the economies of these countries. The
case of East Germany proves that there is indeed little chance of support for
peripheral areas. If Germany gave such support it would be able to stabilise
its own export markets. The question then is: how important is the European
periphery for Germany? Our argument is that the periphery of Europe is be-
coming increasingly less important as an export market for Germany today.
Instead, the BRICS markets are becoming more important as they are in
great need of exactly those products Germany can offer at highest quality:
machines, chemicals and cars for their growing middle classes.1

Some might now argue that Germany would be wise just to throw the
GIIPS states out of the Eurozone. Why should Germany pay for someone it
doesn’t need? In the political sphere you either pay for others for sentimen-
tal reasons, for example for nationalist reasons, as in German reunification,
or you pay for others because they may be dangerous or helpful to you.
Greece can certainly not count on German sentimentalism, which should be
clear by now after Germany’s chauvinistic yellow press so successfully stirred
up prejudice about the “lazy Greeks”. On the other hand, arguments about a
dangerous Germany with its Nazi history might still predominate in the pub-
lic memory, and for very good reasons, but it is no longer possible to activate
this in the political arena as an asset deployed against the German elite. The
reason for the devaluation of this moral asset is that after the end of the Cold
War, too many Western countries wanted to use Germany’s power for solv-
ing their own problems in international relations.2

But this is not as easy as it may seem. Although parts of the German pub-
lic would support such a move by their leaders, the elite has hesitated to
adopt the Grexit strategy, at least until now. The point is that already now
money is flowing from the periphery to Germany. In the event of Greece’s
dropping out much more money would flow to the supposed “safe haven” of
Germany. In January 2012 investors even paid the German state to get Ger-
man state obligations, that is, Germany paid “negative interest rates”:

A dropping out of any state from the Eurozone would immediately lead to
a sharp appreciation of the New D-Mark, or “Northern Euro”. The study by
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UBS Investment Research “Euro break-up – the consequences” argues that
(after a Euro break-up) a new German-centred currency would  have to re-
alise an appreciation of around 40-50% vis-à-vis the current Euro.3 This
would certainly strike at the core of the German growth model: its export in-
dustries. The entrepreneurs in Germany and the political elite may not be the
brightest intellectuals, but they certainly know that the German internal
market has nothing to offer them, after they “successfully” killed any internal
demand in recent years.

The German elite sees itself faced with a dilemma
From the viewpoint of the German elite, on the one hand, the costs for help-

ing countries without assets on their sides (countries either with political
weight or who deploy the argument of “holding Germany down”, or countries
with economic demand for German products), should be reduced as much as
possible. On the other hand, a dropping out of the GIIPS countries would
have devastating impact on Germany’s ability to export, due to the apprecia-
tion of its new currency. For these reasons we can expect some attempt to save
Greece, or rather to save the balance sheets of the banks which own Greek
state obligations. Huge sums of money will be provided to the Greek state, and
to other GIIPS states, but just enough to keep them inside the Eurozone. Un-
der current political circumstances it is to be assumed that no Marshall Plan,
such as Barry Eichengreen has repeatedly demanded,4 will be adopted in or-
der to boost the so rely needed local industries in the GIIPS states.

If this policy is successfully installed in the EU it will mean nothing other
than a permanent deflation in the EU’s peripheral countries. As we can see
nowadays in Europe, deflation is compatible with economic growth in the
central regions of the EU. The Troika programmes represent the rigorous im-
plementation of these plans.

How much money then will flow from the centre to the periphery in the future?
In short: as little as possible, but as much as is needed. As little as possible

means: much less than is needed to rebuild, or rather build up for the first
time, an autonomous local economy. The amount of money will be far less
than what West Germany used to spend in building up East Germany after
the local, fairly successful industry was destroyed by the reunification
process. What does “as much money as needed” mean? Germany has to pre-
vent, at least at this stage of development of the crisis, any breakup of the Eu-
rozone. Usually analysts assume that this strategy is pursued to prevent loss-
es for the German and French banking system. In addition to this point, we
argue that the danger of lasting and permanent appreciation of the “core-
Euro” is the real issue at stake for “Merkozy”.
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It seems reasonable to assume that this will remain a major strategy for the
German government as it serves both German financial capital, in securing
“it’s way out” of Greek “toxic” papers, and in the prolongation of the export
model of the real economy, which is also where the heart of the German trade
union movement is.

Restrict the room for manoeuvre of the peripheral societies and build bridgeheads
With this strategy of “paying something but not enough” the European

central elites are pursuing the goal of tactically restricting the room for ma-
noeuvre of the societies of the GIIPS states. The money which is spent by the
central elites is meant for suppressing public outrage by building up strategic
bridgeheads in the peripheral states. These social bridgeheads will be kept
alive and in their respective power positions only by the financial injections
into the peripheral systems by the central states. The money will thus be used
to keep the outraged and desperate parts of the GIIPS state populations iso-
lated from each other. The socio-economic systems of the peripheral states
will thus slowly be strangled to death, slowly but steadily, and the local elites
will increasingly keep their societies in pace with the requirements put for-
ward by the central EU elites.

What will the future EU look like?
Many EU citizens dreamed of an EU where the living standards are increas-

ingly equalised, so that the material bases for a common identity can evolve.
This dream has faded; the periphery had its chance, but we will now witness
its demise. There will be some isolated examples of high-growth regions, but
these regions will not serve as growth poles which radiate into their surround-
ing regions. On the other hand, we will see a north-western European group
of states emerging, which will together establish a “look east” policy towards
China. These export-oriented states will not offer good opportunities to all
their citizens, but the unemployed in these countries will still be better off
than their counterparts in the unfortunate GIIPS states. The elites of the ex-
port-oriented European states will ensure that this difference continues to ex-
ist, as through this a transnational coalition of the excluded can be prevented.

The external behaviour of the EU – or: What does the 
Fiscal Pact have to do with the “Global Europe” strategy?

One variable which influences the behaviour of actors in international re-
lations is their internal social structures. How then will changes in the inter-
nal structure of the reproduction of European societies influence the actions
of the EU on the world level?
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The structure of the internal European integration process
Although the integration of Europe was pursued through market integra-

tion measures, the economic sectors which first became integrated in the
1950s make evident the deeply political meaning of this project: coal and
steel on the one hand, and the territorial region on the other hand, which
came under a real supranational authority. It was no accident that this region
was the Rhine valley, as it comprises most of Western Europe’s core growth
area. This area was the main production site for the development of weapons.
For this reason integration by economic means can rightly be interpreted as
deeply political. After the First World War, France occupied large sections of
this area, in order to control Germany’s weapon production. History showed
that occupation was not a feasible solution; as a result, supranational integra-
tion was decided on after 1945.

Germany rising…
The European Union is now at a very crucial point in its history. In recent

years Germany has become the EU’s new political hegemon. This has
changed the balance of power in Europe in an unprecedented way. Integra-
tion concepts have accordingly changed completely. Before the crisis, in
essence Germany was the undisputed economic power of the EU, but France
had the political power. Ideas for further integration were developed in the
Élysée Palace rather than in Berlin. Unfortunately, the German perception of
how to solve economic problems has now attained an unchallenged ideolog-
ical hegemony in the EU. In the last month Germany’s elite dictated how the
people of Europe are to deal with the crisis.

Stephanie Blankenberg (School of Oriental and African Studies, Universi-
ty of London) pointed out in the opening address of the Euromemorandum’s
2010 workshop that while neoliberalism attacked the social welfare state in
the past, the new regime is directly attacking the state as such. Consciously or
not, it is precisely this offensive that is being pursued by the German govern-
ment. But in the convoy led by the German government we find in promi-
nent places all the governments, without exception, of those countries which
realise export surpluses inside the Eurozone. These countries are historically
known as the “D-Mark-Bloc“, as they have been based on strong economies
for decades.

One side effect of the current economic crisis in Europe is that the old idea
of peripheral regions catching up is no longer realistic. In the 1990s and
2000s it had become the fashion in mainstream economic circles to talk
about new growth regions, which would outshine the old so-called “Blue-Ba-
nana” region of Europe. To become an organic intellectual of the bourgeoisie
one needs to tell the public that the free market will make the hitherto mar-
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ginalised sections of societies or regions catch up; for that reason a lot of dif-
ferent potential growth regions were “discovered” by zealous economists. The
most prominent is the “Golden Banana”, a region between Barcelona (East-
ern Spain) and Genoa (North Western Italy). The funny thing is that these re-
gions never showed great growth rates. But reality is irrelevant when it comes
to promoting the free market.

The “Schwäbische Hausfrau” as the macroeconomic role model for the Eurozone
Looking at the decisions taken in the last month by the EU member states,

though outside the EU institutions,5 we can understand the perception of the
crisis by the European elites. To state it simply: their anti-crisis recipe stems
from a famous interview with Chancellor Merkel. Asked how Europe should
behave now in the midst of the crisis she argued in favour of the “Schwäbis-
che Hausfrau” (Swabian housewife) as role model. The image of a housewife
is deeply embedded in West German culture. It stands for a microeconomic
perception of the larger economic sphere. Saving money is rational for single
economic actors; of this there is no doubt. But unfortunately in Germany
saving money is perceived as the best way of bringing a stagnating economy
back to a sustainable growth path. If small economies like Luxembourg be-
have in such a microeconomic-oriented way, it does not influence the inter-
national markets, as Luxembourg is far too small to generate much domestic
demand. This can unfortunately not be said about the most populous coun-
try in Europe, Germany, which is again by its sheer size the most important
key market in Europe. Due to the growth of German power, this microeco-
nomic rationality has become inscribed in the political and juridical system
of the EU.

How do the reactions of the EU elites influence the future behaviour of the EU vis-à-
vis its international partners in terms of international trade?

My basic point is this: The current re-writing of the rules of economic ex-
change in the EU will lead, intentionally or not – and we can even say: behind
the back of the involved actors – to a completely new foreign-trade policy. In
the years to come, so the argument, new trade initiatives will be developed by
the European Commission, which will be completely focused on short-term
profit for the big European TNCs without any sophisticated long-term strat-
egy. This means that Europe’s trade partners have to reckon with aggressive
trade behaviour from the European Commission.

The four different sectors of a national economy and their role in growth
The EU-internal problem is excellently described by Richard Koo, Chief

Economist at the Nomura Research Institute in Tokyo.6 His argument is that
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Europe is in the midst of a balance-sheet recession, where monetary policy
has no impact at all. Such a crisis, which is not a usual cyclical one, is trig-
gered by the fall of asset prices in equities and homes. Each economy has four
sectors:

1. private households
2. capitalist enterprises
3. government with its huge budget
4. the rest of the world

When there is a balance sheet, recession the private households and the
capitalist enterprises do not want to borrow any money other than at the real
interest rate, even if this rate is negative, because they have to deleverage due
to previously taken loans. In such a situation only the state can lead the econ-
omy out of the crisis by investing money and thus using the funds which are
accumulated by the two private sectors: the households and the enterprises.

According to Richard Koo, Europe is in such a situation, that is, in which
only massive state intervention can secure the growth rates needed. But as
discussed above, Europe has put itself in a straitjacket that will prevent any
such move.

Let us look at the new rules of the European economy and see what we can
deduce from them in terms of their effects on the current recession Europe
suffers from:

Private households 
In the GIIPS states the private household sector is dramatically over-in-

debted, and the need to deleverage is urgent there. The new economic gover-
nance programmes of the EU and the Troika favour further privatisation of
public services, like the health and pension systems. This means that even in
the central states of the EU private households have to save money. They be-
come so-called “capitalists against their will”. They have to feed the financial
“industry” with their small savings if they want at least to hope for a decent
living in the future. As they are forced to set money aside, they cannot stim-
ulate the necessary demand. This is a very dramatic situation: As Richard Koo
shows, the leading economy of Europe, Germany, did not react to the mone-
tary incentives of the ECB, but was brought back on the path to growth only
through the high unsustainable debt in the GIIPS states. Only the demand
which was artificially generated by over-indebted private households in the
European periphery stimulated the (in reality rather meagre) growth rates in
the EU in the last two decades.
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Capitalist enterprises
Can we expect growth stimuli from the entrepreneurs in Europe? There is

not much hope that they will invest any more than they have done in the
past, knowing as they do that private demand will drastically fall in the com-
ing years. To understand how reduced the readiness to invest is in the Euro-
pean capitalist enterprises one only has to look at the extremely low invest-
ment rates in German enterprises during the height of their boom. Compet-
itive advantage was not sought in technological advancement but by under-
cutting the prices of their competitors.7 Profit which was earned was not
reinvested in production, but was instead invested in the financial sector, as
that is where higher returns were expected. Economic journalists in Germany
for example spoke about the prestigious car manufacturer Porsche as
“Porsche-Bank”, because large parts of its profit were earned through finan-
cial investments, and not by selling cars.

Government and the public sector
As Richard Koo points out, the state has to intervene in a situation in which

neither capitalists nor consumers are spending money. The problem for Eu-
rope is that it has chosen to save itself to death rather than invest in a better
future. The new rules for economic governance in the Eurozone make it im-
possible for the public sector to fulfil its necessary role as investor of last re-
sort, so to say.

The rest of the world – conclusion 
Europe is in a dramatic predicament in which no domestic sector is able to

generate the necessary growth stimulus which could lead Europe back to sta-
ble growth rates. There is only one way out for the hegemonic bloc in Europe:
Europe as a whole has to imitate Germany’s “successful” development path of
recent years. Europe as a whole has to become a surplus-exporting economy.
In this logic, the only hope for Europe to achieve tangible growth rates is to
conquer foreign markets. The Wall Street Journal wrote on March 16, 2012
that:

The third successive rise in euro zone exports in January boosts hopes
that improving foreign demand will help the euro zone return to growth
sooner rather than later”, said Howard Archer, economist at IHS Global
Insight, a consultancy. He said recent weakness in the euro will help ex-
porters. […] A growing number of European leaders are calling for a re-
newed focus on fostering trade and other sources of growth, to offset cuts in
government spending and help the region escape its long-running sovereign
debt crisis. The heads of 12 governments – including Italy and Spain, the
third- and fourth-largest euro-zone economies – wrote to the European
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Commission in February calling for “concrete steps” to modernize the econ-
omy, including new trade deals with other countries around the world (em-
phasis added).8

What is necessary in this struggle is that Europe excludes equal trade rela-
tions. As Europe is internally forced by its own rules to become a permanent
deficit economy, with structural loss of demand, Europe needs only external
markets as places to sell its own products. The rest of the world sees itself ex-
posed to the threatening situation in which the biggest economy of the world
copies a role model allowed only for catch-up economies: developing itself
through export strategy.

If these assumptions are right, which means that the European elites are
able to impose this disastrous economic model on its own people, Europe
will not remain a growth engine of the world economy. This in turn means
that large parts of the emerging markets will lose a very much needed export
market to develop their own industrial bases.

Notes
1) See Bloomberg: “Germany’s Future Rising in East as Exports to China Eclipse U.S.”,

April 7, 2011; http://tinyurl.com/3dwk8f7

2) The whole debate on the alleged “normalisation” of German foreign policy is based on

this.

3) http://bruxelles.blogs.liberation.fr/UBS%20fin%20de%20l%27euro.pdf

4) http://www.social-europe.eu/2011/07/general-marshall-on-the-aegean/; http://www.so-

cial-europe.eu/2011/09/europe-on-the-verge-of-a-political-breakdown/

5) This is to say that treaties were signed to integrate the EU further, but these treaties

were signed outside of the legal procedures. The new rules developed in this way are

thus international, not supranational. This again shows that the European Parliament

and the European Commission are perceived as dangerous by the national elites.

6) Richard C. Koo: Learning wrong lessons from the crisis in Greece, May 20 2011.

7) http://www.bloomberg.com/news/2012-04-01/euro-was-flawed-at-birth-and-should-

break-apart-now.html
8) Wall Street Journal, Alex Brittain: “Euro Zone Exports Rise for Third Straight Month”,

http://online.wsj.com/article/SB10001424052702304692804577284990329954190.html
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1. Introduction

Germany is riding high once again. It is true that the German economy suf-
fered its worst slump since the founding of the Federal Republic owing to the
global crisis of 2008, but the effects on its labour market were less severe than
in any other EU country. The German “employment miracle” was born and
was held up for admiration all around the world. What happened next was
what Chancellor Merkel had predicted early on: Germany emerged from the
crisis “stronger than before”. This second part of the success story began with
particularly high growth rates from autumn 2009 onwards. But Germany’s
export-driven industry, on which it was based, came in for criticism within
the EU and, above all, in France. Even greater consternation was caused in
some countries by the attempts of German politicians to declare their mod-
el an example for the rest of the EU and in particular for the Eurozone. Ulti-
mately, however, much of the criticism has been ineffectual: in view of the
Euro crisis, Germany now dominates EU affairs more than ever.

What lies behind this success story – if or to the extent that it is one?
Should, and could, other countries follow Germany’s example? We shall at-
tempt to answer these questions in three steps, by outlining the changes in
Germany’s socio-economic model before the crisis and then during the cri-
sis, and lastly by turning our attention to the uncertain present and future.

German Capitalism and the
European Crisis: Part of the Solution
or Part of the Problem?

Steffen Lehndorff



2. Before the crisis

At the core of what was long described as the German variant of “coordi-
nated” or “Rhenish” capitalism was a combination of economic dynamism
and relatively little social inequality. Until about 20 years ago, institutions
such as the industrial relations system, labour legislation and the welfare state
helped the economy as a whole, as well as large swathes of society to benefit
from the success of its export-oriented industry that was based on high val-
ue added and high-quality manufacturing, and reliant on “patient capital”
and skilled employees. The sudden monetary incorporation of East Ger-
many, however, was followed by a decade and a half of thorough political and
economic transformation, which in its radicalism far outstripped the adjust-
ments to the neoliberal mainstream that took place in most other EU coun-
tries (cf. Lehndorff et al. 2009). As a result, the German model had a new look
on the eve of the major crisis of 2008/2009: a re-energised and highly effi-
cient export industry in an environment of increasing social and institution-
al disintegration and fragmentation. These contradictory circumstances are
explained in more detail below, with the aim of better understanding two is-
sues: in what way did Germany contribute to initiating the crisis, and what
role did Germany play in the outbreak and persistence of the Euro crisis?

2.1 Germany’s special role in the Eurozone
The starting point for our analysis is the weakness of wage growth in Ger-

many: nowhere else in the EU had workers’ pay risen as little as in Germany
from the start of the decade until the onset of the crisis. Unit wage costs stag-
nated and even declined somewhat in manufacturing industry (Niechoj et al.
2011). This contributed to a huge increase in export surpluses in the past
decade.

The export successes of German manufacturing – machine building and
motor industries account for over one-third of goods exported from Ger-
many – are of course deeply rooted in a high degree of specialisation and
product quality, the service orientation of companies and their employees’
skills and flexibility (Lehndorff et al. 2009). Nevertheless, as the Deutsche
Bundesbank (2011a: 17) cautiously put it, Germany’s export success in the
past decade received “an impetus from the improvement in price competi-
tiveness”.1 For instance, it was no accident that the remarkable rise in export
surpluses coincided with the introduction of the Euro (Figure 1). The elimi-
nation of the exchange rate adjustment mechanism within the currency
union, with which Germany conducts approximately two-fifths of its foreign
trade, means that goods-based competitiveness is linked to the rise in price
competitiveness (Horn and Stephan 2005).
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Germany’s current accounts with the Eurozone countries (in billions)

Source: Deutsche Bundesbank; own calculations.

The other side of this coin was the imbalance in the domestic economy: be-
tween 2001 and 2008, three-quarters of Germany’s economic growth was at-
tributable to the export surplus, whereas domestic demand contributed just
one-quarter (Priewe and Rietzler 2010: 64). Thus, sluggish wage growth pre-
vented both a transfer of the growth stimulus deriving from the export boom
to the domestic market and a concomitant rise in imports, which would have
enabled other countries to benefit from the export-derived growth stimulus
enjoyed by German manufacturing industry (Joebges et al. 2010: 10). Ger-
many’s special role within the EU in this respect is reflected in GDP growth
rates, in price levels and in disposable household income since 2001: German
growth rates almost continually lay below the EU average (Table 1).

Real GDP growth, inflation rate and disposable household income, Germany and the
EU-27, 2001–2008 (annual growth rates in per cent)

Source: OECD Country Statistical Profiles.
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The imbalances expressed in these figures are sometimes discussed in Eu-
rope under the heading “Germany is exporting too much”. They could equal-
ly – and perhaps more aptly – be encapsulated in the statement “Germany is
importing too little”, since the weakness of the domestic market is primarily
a manifestation of the increasing inequality in the redistribution of income
and capital. We shall return later to the significance of this distinction.

What lies behind the weak growth of wages in Germany, often referred to
as “wage moderation”? Can it be said, as critics at home and abroad tend to
assume, that the trade unions are being guided in their pay policy by the in-
crease in the price competitiveness of export industry? “Competitive corpo-
ratism” does of course exist (Urban 2012), but this in turn forms part of a
more complex phenomenon. The attempt to understand these issues takes us
to the very heart of the upheavals in Germany’s socio-economic model.

2.2 “Wage moderation” – what is it?
Anyone looking at the trend in collective agreements on wages from 2000

to 2010 will make what is perhaps a surprising discovery. Collectively agreed
wages and salaries have risen most sharply in none other than metalworking
and chemicals, the two sectors of industry that are most wide open to inter-
national competition. Even though the comparatively strong and assertive
trade unions in these sectors have been unable to avert an ongoing redistrib-
ution of income to the detriment of wage-earners, pay rises have more or less
exhausted the so-called “distribution-neutral” room for manoeuvre, which is
defined as the sum of the inflation rate and productivity growth in the econ-
omy as a whole (Bispinck 2011).

Therefore the main causes of the low average pay rises as agreed upon in
collective agreements clearly lie in those sectors that are exposed to global
competition only slightly or not at all: the construction industry (where wage
levels are under pressure as a result of labour mobility), the retail trade and,
in particular, the public sector which lags behind all the other major sectors.
This focuses our attention on the first structural change, namely a disman-
tling of the traditional architecture of German-style pattern bargaining. The
gap between labour costs in industry and services has therefore become – and
increasingly so – wider than in any other EU country, meaning that a whole
range of domestic inputs have become considerably cheaper for manufactur-
ing industry (Horn et al. 2007).

The second structural change finds expression in the fact that effective pay
rises from 2000 to 2010 lay on average almost 50% below the collectively
agreed rates of increase (nominally 12.7% as opposed to 23.6%), meaning
that real per capita wages fell by 4% (Bispinck 2011). The reasons for this
were:
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the weakening of the trade unions: their net organisational density fell
from about 30% in the mid-1990s to around 20% on the eve of the crisis
(ICTWSS Database 2011);
a decline in the collective bargaining coverage of firms: just over 60% of
German employees were still covered by sectoral or company agreements
in 2009, including 50% in East Germany (Ellguth and Kohaut 2008; IAB
2010);
a systematic weakening, on the initiative of the employers’ umbrella asso-
ciation, of the extension mechanism which permits collective agreements
to be declared universally binding by the federal government (Bispinck
and Schulten 2009);
numerous local derogations from regional sectoral collective agreements
since the start of the 2000s: these pay cuts and extensions of working time
would have turned the system of regional sectoral agreements into an
empty shell, especially in the metalworking industry, had the unions not
fought this trend by improved internal coordination and mobilisation of
the membership (Haipeter 2009).

Over and above these institutional changes – thirdly – deep cracks appeared
in the very foundations of the institutions. Although the following changes are
not specific to Germany, when taken in combination with the abovementioned
institutional upheavals they reinforce the braking effect on earned incomes:

owing to outsourcing and reorganisation of supply chains, increasingly
large parts of industry have been transferred to industrial and service
companies with lower labour standards;
the privatisation of services previously supplied by the public sector has
had a similar effect. Large sectors with fierce low-wage competition – for
example, postal delivery – have been created in connection with the EU
services directive;
various tax reforms since 1998 have led to a substantial loss of revenue for
the public purse (amounting to 2.5% of GDP in 2010; Truger and Teich-
mann 2010). This has put a huge amount of pressure on the wages (and
also the working time) of employees in the public sector.

A fourth deadweight on wage progression are upheavals in the architecture
of labour market regulation, carried out since 2003 (the so-called “Hartz re-
forms”):

The fundamental change in the unemployment insurance system (Knuth
2010), which reduced the payment of unemployment benefit to twelve
months, followed by means-tested welfare payments, and compels people
to accept job offers with low skill requirements and poor labour stan-
dards, has exerted downward pressure on many parts of the labour mar-
ket (Bosch and Kalina 2008; Erlinghagen 2010).2
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The de facto abrogation by the German government of the European di-
rective on equal pay in temporary agency work, which included an “un-
less otherwise agreed in collective bargaining” clause, paved the way for
dumping-level collective agreements in this sector (Weinkopf and
Vanselow 2008). The number of temporary workers doubled between
2000 and December 2010, reaching almost 3% of all employees (BA
2011). In 2006, temporary agency staff earned on average only just over
half as much per hour as standard workers (Destatis 2009).
A strong incentive for the expansion of atypical employment came from
the public subsidies for low pay and in particular from the promotion of
so-called “mini-jobs” with monthly wages up to € 400. Some 15% of all
wage-earners – most of them women – are nowadays employed exclusive-
ly in these marginal part-time jobs, and two-thirds of them earn a low
hourly wage, even though a significant majority have vocational qualifi-
cations (Weinkopf 2009).

The impact of the mini-job scheme is closely related to the continued ex-
istence of the conservative welfare state, which partially forces and partially
encourages women to limit their participation in working life: the lack of
childcare facilities makes it difficult for many women with small children to
return to work rapidly, while the tax and social security system makes the un-
equal distribution of earned income financially attractive for married cou-
ples (Bosch/Jansen 2010). Even though this system, rooted in the 1950s, is
coming in for more and more criticism and partial modifications are being
made (such as the introduction of a Swedish-style parental allowance), its
stability basically remains intact, contrasting markedly with the enthusiastic
neoliberal-inspired reforms in other areas.

The combination of upheavals in Germany’s labour market institutions, on
the one hand, and the dogged defence of the welfare state based on a conser-
vative gender model, on the other, is at its most blatant in the growth of the
low-wage sector. The number of employees earning less than two-thirds of
median pay has risen by half since the mid-1990s, accounting for 22% of all
employees on the eve of the crisis. What is particularly noteworthy is that
only a minority of them – approximately one-fifth – are entirely lacking in
vocational or academic training. The heated arguments about how to end
this state of affairs have so far resulted in nothing more than the introduction
of minimum wage levels in a few sectors; as yet there is no general statutory
minimum wage in Germany (Bosch and Kalina 2010).

This negative wage drift is what lies behind the decline in (price-adjusted)
average pay of all workers in the 2000s. The drop in real pay was unique in
Europe and was also something new for Germany, especially during a phase
of economic growth. The overall state of affairs was summed up in this way
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by a commentator in the Financial Times Deutschland: “Hartz IV is poison-
ing Europe” (Münchau 2010).

2.3 Where to put the money?
Stagnating or even declining average rates of pay contrasted with labour

productivity that was rising steadily (albeit not excessively). As a result, the
adjusted share of wages and salaries declined by more than 6 percentage
points from the start of the decade to the eve of the crisis (Figure 2). This dy-
namic of mounting inequality was among the most pronounced in the EU
(ILO 2010).

Wage share, Germany, 2000–2010 (percentage of GDP)

Source: ILO (2010).

The gap was at its widest during the 2004–2008 growth phase, when a
slight decline in net pay contrasted with a rise of roughly 20% in capital in-
come and profits (Brenke 2011). The reference made to net income indicates
that changes in the primary distribution were offset by the secondary distri-
bution to a lesser extent than had previously been the norm. In fact, the
above-mentioned tax reforms had markedly reduced the top rate of income
tax, as well as taxes on capital income and company profits.

Contrary to the predictions of the main neoliberal-inspired players in the
fields of economics and politics, the growing inequality did not produce any
notable stimulus for investment and growth (Priewe and Rietzler 2010). This
makes sense, given the stagnation on the domestic market. Furthermore, for
the same reason, imports could not keep pace with exports. The statement
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“Germany is importing too little” therefore sheds more light on the problem
than the assertion “Germany is exporting too much”.

At the same time, the massive redistribution in Germany in favour of prof-
its and capital income contributed significantly to the onset of the crisis
(Horn et al. 2009), in that suitable “homes” had to be sought for financial
capital somewhere other than in the domestic production of goods and con-
sumable services. And such homes were of course found: German profits and
capital income played a major role in fuelling the booming financial market
bubble. The SPD-led federal government had carried out numerous deregu-
lations of the financial sector, opening the door wide for such action (Huff-
schmid 2010).

Germany had the second-largest capital surplus in the world, after China.
Unlike China, however, which rose to the position of number-one foreign
creditor of the US government, German investors became the number-one
foreign creditors of the indebted US private sector (Horn 2011). German
banks were also the biggest lenders to Greece, Ireland, Portugal and Spain
(Bofinger 2010). The German economy was therefore not a victim of the cri-
sis, but contributed significantly to preparing the ground for it. Or, as a com-
mentator in the British Guardian put it: “Germany blew the bubbles that
popped up in the rest of Europe” (Chakrabortty 2011).

These, then, were the contradictory circumstances in which German capi-
talism entered the crisis. But how did it manage to recover from the crisis so
swiftly and even – apparently at least – to emerge from it with renewed vigour?

3. During the crisis

The collapse of the German economy from September 2009 onwards was
particularly dramatic owing to its extreme dependence on exports and was
surpassed only in countries where financial and property bubbles were burst-
ing. That made the stability on Germany’s labour market all the more bewil-
dering. In a nutshell, what had happened in 2008 and 2009 was this: where-
as before the crisis the upheaval in the German socio-economic model had
contributed actively to the emergence of imbalances in the European and in-
ternational economies, the stabilisation of the labour market and economy
during the crisis was in fact attributable to a reactivation of those elements of
the German model that had survived the eagerness of the neoliberals to dis-
mantle them in previous years.

3.1 A revival of traditional strengths
The reactivation of former virtues began with the sudden – albeit tempo-

rary – abandonment of many neoliberal dogmas that had until then been
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standard elements of government policy. In direct contrast to all the con-
stantly repeated tenets, extensive stimulus packages were introduced virtual-
ly overnight. The 2009 Bundestag elections lay just around the corner and,
given the billions of Euros in expenditure and guarantees proffered to bail
out the banks, any hesitation about saving the “real economy” would have
been politically disastrous for the two main government parties.

The government’s recovery plan was predicated on active cooperation with
both the employers’ associations and the trade unions. An informal type of
“crisis corporatism” (Urban 2012) arose at all levels – from Chancellor
Merkel’s close contacts with individual union leaders to thousands of emer-
gency coalitions formed at establishment level.

The biggest direct effect of crisis corporatism was to avert massive job loss-
es in the crisis-stricken industrial sector. Admittedly, a substantial number of
temporary agency workers were laid off. But in the labour market as a whole
this decrease in employment – statistically, temporary agency work belongs
to the service sector – was actually slightly outweighed by a rise in employ-
ment in other service segments. But what this reference to temporary work
makes plain is that crisis corporatism could well include recourse to external
flexibility whenever it was necessary to safeguard core staff. The biggest role,
however, was played by internal flexibility. This was new, or rather – new once
again. Only a few years beforehand, during the previous phase of recession
and stagnation, many companies had trimmed their workforces to such an
extent that they encountered difficulties and staff shortages when the econo-
my recovered. This experience was still a recent memory, and in order to re-
tain their skilled workforces companies were now prepared to suffer even
sizeable productivity losses in the short term.

The return of internal flexibility found its most striking expression in the
substantial reduction in per capita working time, which is widely regarded as
the most important explanation of the gap between the drop in GDP and the
stability of employment (OECD 2010). It was achieved by harnessing the
many and varied resources of the German socio-economic model – partly
new resources, but mainly its traditional strengths and others rediscovered
during the crisis, which had survived the disruption and upheavals of the
previous years.3 The most prominent role was played by the short-time
working arrangements, which were deployed to an extent that was perhaps
comparable to the crisis of the mid-1970s (Herzog-Stein et al. 2011).

But other factors had a bearing on the cuts in working hours, too: the use
of existing collective agreements on employment safeguards, an abandon-
ment of overtime and a using-up of the credits accruing on working-time ac-
counts, which in some cases had burgeoned in recent years (Bogedan et al.
2011). These last forms of individual working time reductions, above all, had
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at least as powerful an effect on the volume of labour in the overall economy
as did (collective) short-time working (Fuchs et al. 2010).

The less high-profile resources of the German socio-economic model,
which enabled internal flexibility to be prioritised during the crisis, included
– despite all of its problems – the vocational training system, whose strategic
importance for companies and employees alike was not challenged even dur-
ing the crisis (Voss-Dahm 2011). The immediate effect of this was that, ini-
tially, the youth unemployment rate did not rise sharply; by 2011 it had even
fallen below its 2008 level (although, as in other European countries, the pro-
portion of young people in insecure jobs is well above the average rate for all
age groups; Destatis 2011).

3.2 Scarring effects of the neoliberal upheaval
Returning to the traditional strengths of the German socio-economic mod-

el was undoubtedly the main cause of the so-called “employment miracle” dur-
ing the economic crisis. The upheaval of the previous years nevertheless made
itself felt. The rapid, sharp decline in temporary agency work showed how far
the dualisation of the labour market had already progressed. It was only thanks
to the brevity of the crisis that this had not yet been reflected in the overall bal-
ance of the labour market. Less obvious, but equally important, is the dualisa-
tion in respect of the much-praised flexibility of working time. During the cri-
sis the ability to dismantle working-time buffers was often regarded as a bless-
ing, but these buffers had of course been built up previously – above all in the
form of substantial credits on working-time accounts. In the metalworking in-
dustry, for example, the average real working time of full-time employees had
increased by an hour between 2003 and 2008, whereas initially the number of
core staff had been further reduced (Lehndorff et al. 2010).

The rediscovery of traditional virtues should not, therefore, obscure the fact
that old strengths were marked by new weaknesses. Likewise, the revived So-
cial Partnership was not the old one, but a new one – and with a totally differ-
ent balance of power. The contradictions, imbalances and fragilities which
had taken hold within the German model following the neoliberal-inspired
upheaval of the 1990s onwards persisted during the crisis – and are still with
us today.

Their persistence first became apparent – paradoxically – in the state of the
economy. Sudden and dramatic though the collapse into crisis was, the up-
turn from the second half of 2009 onwards was equally rapid – and both were
export-driven. This was fortunate, since the upturn came about so quickly
that the crisis had not yet infected the service sector (because redundancies
in industry were postponed and because of comparatively good wage growth
in the previous year). Many manufacturing firms in Germany were, in a
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sense, awaiting the turn of events with their engines running idle. In many
instances the crisis had also been used for streamlining purposes. Once for-
eign demand picked up again in the third quarter of 2009, the skilled core
staff were still on board, short-time working was terminated, the laid-off
temporary workers were reinstated and the now-empty working-time ac-
counts could be restocked. The traffic lights turned green – mainly thanks to
foreign demand, as usual. Business could resume or, rather, carry on as be-
fore the crisis.

4. After the crisis? 

The heading of this chapter ends with a question mark for obvious reasons.
The first phase of the major economic crisis may have been overcome for
now in Germany and some other countries, but the huge problems affecting
the Eurozone and the US economy stoke fears of a fresh collapse. Germany is
contributing to these uncertainties, just as it helped to prepare the ground for
the economic crisis. And, as before the crisis, the external impression is quite
different this time too: the German economy’s growth rates until spring 2011
were among Europe’s strongest since late 2009, and Germany is regarded as a
mainstay of stability in an environment dominated by the euro crisis and ex-
cessive government debt. But here, too, appearances are deceptive: so far
there are no signs whatsoever of a move away from the bad habits that led us
into the crisis and have been analysed above. In essence, what Paul Krugman
(2010) described as “the strange triumph of failed ideas” with reference to the
United States applies likewise to Germany: “Free-market fundamentalists
have been wrong about everything – yet they now dominate the political
scene more thoroughly than ever.” However, one key distinction must be
drawn between now and the time before 2008, and perhaps also between
Germany and the United States: “free-market fundamentalism” has become
very unpopular in Germany. Thus German fundamentalists are having to en-
gage in a dizzying balancing act between rhetoric and practical policies. The
vehicle for this act is the alleged need for short-time reductions of sovereign
debt as a top priority.

Before turning to this overarching topic, we shall briefly outline the most
evident signs of a return to the basic economic constellation that existed pri-
or to the crisis.

4.1 “Beggar and lecture thy neighbour”
The biggest proportion of the GDP growth achieved in 2010 – a remark-

able 3.6% – consisted of the external component (1.3%) and fixed capital in-
vestments (1.1%), which once again were driven to a large extent by very pos-
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itive export expectations. The contributions from government (0.4%) and
private (0.3%) consumption expenditure lagged a long way behind (Hohlfeld
et al. 2011). Thus Germany is “not really an economic driver, but is partly be-
ing pulled along by the outside world” (Niechoj et al. 2011, p. 18). Despite a
slight uplift in collective pay deals in 2011, these will lie below the inflation
rate on average (Bispinck/WSI-Tarifarchiv 2011). As for the near future, it is
not yet possible to tell whether the trade unions, where they still remain re-
silient enough, will try to go beyond the attempt to “exhaust the scope for re-
distribution” and once again make the goal of income redistribution an ele-
ment of their effective pay policy.

Other indicators also point to “pre-crisis reloaded”: the proportion of low-
wage employees and households rose again in 2009, even going slightly above
the pre-crisis level (Bosch 2011). Similarly, the number of temporary em-
ployees in late 2010 exceeded the maximum level reached before the crisis:
about half of the increase in employment during the first year of the recov-
ery since mid-2009 is attributable to temporary agency work (BA 2011). Last
but not least, after short-time working was scaled down, working time has
lengthened again – with all the problematic implications for job creation that
one might expect: in the first quarter of 2011 the actual working time of full-
time employees had already returned to the pre-crisis mark of just under 41
hours per week (IAQ 2011). After a very short while the prediction made by
Bosch (2011: 282) was already borne out: the “dualisation of the German
labour market was not so evident in the crisis, but may become more visible
in recovery.”

The obstacles to pursuing this course are mounting, however, first of all on
domestic political and economic grounds. Many industrial companies are
becoming increasingly concerned about a future lack of skilled manpower.
While the validity of these concerns is open to doubt, the problems associat-
ed with demographic change and an ageing workforce do lend grist to the
mill of those who prioritise sustainable human resources strategies rather
than the short-term exploitation of pay differentials in dualised labour mar-
kets. Secondly, the political obstacles are also mounting. Trade union pres-
sure for unconditional equal pay for temporary workers and for a statutory
minimum wage is garnering ever more support from the public. So far, this
has changed nothing as regards the factors described above, which led to the
expansion of the low-wage sector and to the stagnation, or even decline, in
average pay. This is all the more true in that none of the existing or potential
parties of government is calling into question one particularly heavy burden
on future wage growth, namely the so-called Hartz reforms. Nonetheless, the
wage restraint strategy is unlikely to operate quite as smoothly in future as it
did before the crisis.
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There could, in addition, be external economic reasons. Since 2009, the
German government has turned wage restraint into a piece of “advice” given
to other countries. More accurately, other countries are virtually being com-
pelled to follow Germany’s lead in order to become more competitive and re-
duce their government debt. The problem here, at least within the Eurozone,
is that if everyone were to follow Germany’s example the country could con-
tinue to pursue its existing export surplus strategy only at the cost of greater
pressure on pay and an even greater extension of the low-wage sector in Ger-
many. Whether or not this could be implemented at a domestic level is de-
batable. Paradoxically, therefore, Germany’s policy of “beggar and lecture thy
neighbour” is in the process of undermining the prerequisites for its success
to date.

Another problematic element may be an attempt, in the absence of an ex-
panding domestic market, to steer soaring capital income into the interna-
tional financial bubble that is once again growing in size and continues to be
mostly unregulated. US private sector debt is now of much less significance
as a source of returns for German banks, and the strong commitment, for ex-
ample, to Irish or Spanish government bonds at attractive interest rates is
shrinking progressively, on account of the associated risks (Horn et al. 2011).
No equally attractive alternatives are evident in the present global economic
climate. This makes the markets “nervous” and an export-dependent econo-
my such as Germany’s especially volatile.

All of this is happening against the backdrop of a sudden rise in govern-
ment debt.

4.2 A lifebelt for neoliberalism
“The crisis started with too much private debt and leverage, which became

public debt and deficits as crisis and recession triggered fiscal deterioration
and private losses were mostly socialized via bailouts of financial systems”
(Roubini 2010). The extent of, and level reached by, the upsurge in Ger-
many’s public debt (from 65% in 2007 to 83% in 2010) corresponds rough-
ly to the average level for all EMU Member States (Horn et al. 2011). In fact,
new debt has so far risen less rapidly than was originally feared, since the
growth of the economy and the tax take in 2009 and 2010 were surprisingly
robust. This created scope for the abovementioned, albeit small, positive con-
tribution to growth made by public spending in 2010 – a virtuous circle that
was denied to other countries, given the alleged need to reduce new debt im-
mediately. There was, in addition, a little-noticed side-effect of the continu-
ing crisis in the Eurozone: German federal treasury bills became such a
sought-after investment that their yields temporarily fell from just under 5%
in mid-2007 to a historic low of roughly 2% from summer 2010. That is,
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when writing this chapter in late 2011, for more than a year the interest rate
for German government bonds has provided for the refinancing of public
debt at zero cost in real terms amidst what is widely perceived as a European
“debt crisis”. This remarkable “safe haven effect” (Deutsche Bundesbank
2011b: 42) has substantially moderated the rise in the Federal Republic’s
budget deficit and must be regarded as a kind of crisis dividend.4

These factors have so far enabled German politicians to moderate the pace of
the austerity approach. But it is becoming clear that the consolidation meas-
ures being introduced are focused primarily on cutting welfare spending
(Heise and Lierse 2011). For the time being, the “need to cut government
spending” is being portrayed as something that will demand considerably
more sacrifices in other countries than in Germany. What is more, the constant
references to other countries, which ought at long last to begin managing their
economies as efficiently as the Germans, and for whose debts “we Germans”
should not have to take responsibility, represent an ideological stance that – as
already happened at the start of the crisis – made Germany appear to be a vic-
tim of the crisis and not one of its creators. In essence, this argument is similar
to that of right-wing populists in other European countries.5

But even under the austerity regime, the days of “beggar and lecture thy
neighbour” are numbered. There is much to be said for the assumption that,
in light of ever-increasing private wealth, public poverty in Germany will be-
come more and more painful in the short- and medium-term future. Over
the past two decades public investment as a share of GDP has fallen to a lev-
el far below the EU average (Dullien and Schieritz 2011). The public finance
difficulties are particularly noticeable at regional level and above all in mu-
nicipalities. However, the endogenous strengths of the German economy de-
rive increasingly from investment not just in bricks and mortar but primari-
ly in people: from an efficient education and training system to all the social
services that make it possible to draw much more heavily on skilled female
labour. A constitutional cap on government debt, which German politicians
believe should be extended to all the euro countries, has already been intro-
duced in Germany with the approval of all the current and potential parties
of government. The painful effects of these constraints on future government
action will become all too apparent in the course of the current decade – in-
cluding in Germany (Truger and Teichmann 2010).

Meanwhile, the political agenda is dominated by the foot-dragging of Ger-
man politicians, prompted by domestic concerns and dogma alike, over a so-
lution to the debt crisis in the Eurozone. This enhances the crisis dividend for
the German government in the short term, but in the medium term the
foundations of monetary union will be further undermined. Equally impor-
tant, perhaps, is an ideological effect of this policy: the focus being attached
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to government debt serves as a lifebelt for “failed ideas”. The neoliberal poli-
cy of dismembering the public sector is being pursued with the help of a new
“justification”.

5. Looking ahead: beware the German model!

Some 15 years ago, in the heyday of the dotcom boom and the political vic-
tory of privatisation and labour market deregulation missionaries all over the
advanced capitalist world, a group of non-mainstream US economists pub-
lished a book titled “Beware the U.S. model” (Mishel and Schmitt 1995). The
intention was to “provide concerned Europeans with views of the actual
American experience” (Faux 1995: x) by highlighting the downside of the US
economic success story of these years, including the growing low-wage sec-
tor, income deterioration and rising inequality. As we know today these were
exactly the problems which gave way to the subprime bubble of the past
decade which eventually sparked the world economic and financial crisis
(Krugman 2009). Of course, the economy and the social order of Germany
today cannot be put on a level with the US in the 1990s.

However, the enormous pressures exerted by Europe’s strongest economy
and its political leaders, based on a combination of persistent and massive
current account surpluses with an actual fiscal dictatorship within the mon-
etary union, is about to suffocate economic recovery and social equity in
many other EU countries. The side effects on the world economy may be
substantial, and the backlash on the German economy will be inevitable.
Thus it is time to modify the earlier warnings of our US colleagues: Beware
the German model.

Today’s German model of capitalism – a hybrid consisting of a few pre-
served components of “Rhenish capitalism”, neoliberal-inspired reconstruc-
tions and demolitions of this classic model over the past 20 years, along with
stubborn refusals to reform the conservative welfare state – may be admired
at home and abroad as a model of success. Such praise overlooks three facts.
First, the “employment miracle” of the years 2008–2009 is attributable prima-
rily to those elements of Rhenish capitalism that survived the so-called re-
forms of the previous years. Second, the economic success of the past decade
– and once again since 2009 – relies to a considerable extent on a combina-
tion of renewed vigour in manufacturing industry (which, likewise, would
have been unthinkable without the surviving elements of the classic German
model) with increasing social differentiation and division. As a result, aver-
age pay has stagnated and even declined, which not only makes Germany
more price-competitive – especially compared with the other Eurozone
countries – but also makes the fate of the German economy ever more de-
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pendent on the success of its export industry. Third, specifically through its
neglect of the domestic market and by widening the income differentials on
which it relies, this new German capitalism is helping to destabilise the Mon-
etary Union, as well as to create a global economic imbalance and ever more
financial bubbles.

This supposed model of success is far more fragile and vulnerable than its
advocates would have us believe. A Monetary Union that accepts this model
as an example and goes along with the political dominance of its leaders is
skating on very thin ice. The heavier the millstone that Germany imposes on
the Monetary Union, the greater the danger that the ice will break.

Most paradoxical thing of all is that Germany, its economy and its society,
have a great potential to play a positive role in Europe. German industry
could develop its strengths in the field of environmental renewal, buoyed by
a comparatively broad consensus in society on the sustainable use of natural
resources. A better social balance within Europe’s biggest economy would
lessen the constant pressure on other countries in the region, and especially
on the Monetary Union, to make social security cutbacks and reduce wages.
Germany could become the engine of a more sustainable new way forward
for the EU in social and environmental terms. This would, among other
things, be very beneficial for democracy in the EU and its Member States.

However, such a new way forward can be achieved only with root-and-
branch reform of the German socio-economic model – a reform that would
restore to this term its lost connotations. Its most important elements in-
clude, first, a bolstering of public investment and social services, which will
not be feasible without substantially increased taxes on capital revenues,
profits and higher incomes; second, a gender-related modernisation of the
welfare state; and third, support for the weakened collective bargaining sys-
tem by means of a statutory minimum wage, extended universal application
of collective agreements, unconditional equal pay for temporary workers and
an obligation for public procurement contracts to comply with (universally
applicable) collective agreements. Such reforms would, moreover, trigger a
virtuous circle for the national budget, consisting of growing revenues, im-
proved services and a reduction in inequality.

But all this is a long way off. Meanwhile, the “failed ideas” are triumphing
yet again. The paradoxical basis of this triumph is the sudden rise in public
debt, caused by the faith in these very ideas, and its vehicle is the austerity
regime being imposed on the Eurozone. All this goes to show that, this time
round, the failed ideas are not being held out as a promise of fortune; instead,
their latest triumph is based on intimidation and fear. This is nonetheless a
sign of realism, in that a refusal to learn can only generate further crises. We
can only hope that the European project will not be among its next victims.
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Notes
1) The European Central Bank (ECB 2011) calculates that Germany’s price competitive-

ness compared with that of its main international trading partners grew by 16% be-
tween 1999 and the start of 2011 (basis: GDP deflator). The only other EMU countries
with positive values are Finland (6.4%), Austria (4.6%) and France (3.2%). The Bundes-
bank (2011a: 33) points out that the cost benefits gained had “evidently been utilised
partly to raise profit margins”. We shall examine this aspect in more detail below.

2) A commentator in the Financial Times Deutschland summarised the situation as fol-
lows: “Wage costs per unit of production in Germany, incredibly, fell by almost 4% in
the two years following the introduction of the Hartz IV measures, having risen until
2005. This is all the more bizarre in that unemployment decreased by almost a million
at the same time – which according to the rules of supply and demand ought to have
led to higher, not lower, pressure on pay. This can hardly be explained at all, except by
the shock of the Hartz measures” (Fricke 2010).

3) For more detail on what follows, see Bosch (2011) and Lehndorff (2011).
4) It should be noted that this crisis dividend is acknowledged neither by German policy-

makers nor by commentators. Since the beginning of the Eurozone crisis the focus has
been put on the denial of what is called a “transfer union” to countries with high public
debts. What is neglected, however, is the transfers caused by the imbalances within the
Eurozone which have been quite beneficial for German economic elites over the past ten
years and continue to be so for the time being.

5) The following statement by the president of the French Front National, made in sum-
mer 2011, will serve as an example: “We have enough poverty, adversity and unemploy-
ment at home to refuse to see tens of billions of French euros, earned through the work
of French people, paid to other countries. We have enough debt of our own to refuse to
pay for that of others. The Germans have fully understood this, and are now refusing all
further efforts to restock the coffers of other countries” (M. Le Pen 2011).



Ajigsaw puzzle is a picture made up of interlocking pieces. If we think of
the EU as a gigantic puzzle, then it is clear that its interlocking pieces do

not fit. This is because the twenty-seven member states that constitute it re-
main very heterogeneous, and the policies adopted leave a lot to be desired in
terms of economic and social convergence within and across countries. The
policy deficiencies and the divergences among member states have surfaced
with a vengeance as a result of the crisis and its handling by the European
elites, threatening the viability of the European project itself.

Greece, a country which experienced no financial crisis, found itself up
against the wall in 2010, under the pressure of financial markets and the ill-
conceived Eurozone policies. It has been said that “Greece is a dying patient”
(Polychroniou, 2012:5).1 Indeed, if it comes to that – and it is a fate Greece is
fast approaching under the present policy regime – then we may reasonably
assume that it will be the first piece of the puzzle to fall through. To the ex-
tent that Greece is followed by other countries finding themselves in the same
predicament, such as Portugal, Ireland, as well as Spain and possibly Italy,
then this may well be the beginning of the undoing of the European integra-
tion puzzle.

From its inception, the EU prioritised the construction of an internal mar-
ket based on market competition over all other policy goals. Thus social pol-
icy became subjugated to economic policy, while any concern for the envi-
ronment was relegated to an even lower place in the list of priorities. In this
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sense, both the social and the environmental deficits are inherent in the very
construction of the EU.

These tendencies were intensified in the 1980s, with the passing of the Sin-
gle Act (1986) and the liberalisation of member states’ markets, especially in
the financial services sector. Indeed, the deregulation of finance went hand-
in-hand with the increasing influence of neoliberalism, as a dogma and a pol-
icy prescription. The advent of the single currency, towards which EU mem-
ber states had been working since the early 1990s, further deepened the fi-
nancialisation of the European economies. The very architecture of the Euro
project was a reflection of the neoliberal belief in the role of the “free” mar-
ket as the arbiter of economic and social relations.

In the decade that followed the introduction of the single currency (2000-
2010), the seeds of the present crisis were sown, as asset bubbles grew, exter-
nal imbalances accumulated and indebtedness increased, whether of the pri-
vate or the public sector, or, sometimes of both. Such worrisome undercur-
rents, however, went unnoticed because the relevant indicators were outside
the EU policy makers’ radar.

Indeed, the Euro architecture focused on the concept of “fiscal discipline”,
as expressed by the Stability and Growth Pact, which set upper limits on the
public deficit (3% of GDP) and debt (60% of GDP). These indicators became
policy objectives in their own right, in this way denying any role for macro-
economic policy. Further, monetary policy was constrained by the narrow
mandate of the ECB, the sole objective of which was to monitor inflation,
which is not to exceed the equally arbitrary benchmark of 2%. Lastly, wage
moderation was recommended by way of producing convergence across the
member states of the Eurozone as well as the EU as a whole, ignoring the very
unequal income levels and distribution within and across countries.

Both the precedence of economic over social policy in the EU and the par-
ticular institutional arrangements of the Eurozone assume that member
states are homogeneous. To the extent that this is not the case, divergences
have widened, endangering the cohesion of the Eurozone and of the EU. The
present economic crisis has intensified such divergences, as the case of Greece
demonstrates. In addition to the social and environmental deficits, the EU
also suffers from an inherent democratic deficit, as vital decisions are taken
by the European Council, that is, on an intergovernmental basis. This is yet
another aspect of European integration that the ongoing crisis has worsened,
insofar as the German-French axis prevails in the decision-making process,
especially in relation to the handling of the crisis. Again, the case of Greece
substantiates this view.

The deficiencies of European integration – the “ill-fitting” pieces of the
puzzle – allowed the financial crisis to turn into a public debt crisis, which is

Th
e P

u
zzle o

f Eu
ro

p
ea

n
 In

teg
ra

tio
n

: W
ill G

reece B
e th

e First P
iece to

 B
e Lo

st?
97



by now going full circle, feeding back into the economy and the financial sec-
tor. This process has been exacerbated by the fixation of European leader-
ships and especially Germany on austerity as the cure for the present prob-
lems, based on the fallacious belief that public debt is analogous to private
debt. As Robert Skidelsky, Paul Krugman and many others have argued, the
notion that nations must economise in hard times, just like households or
corporations, is not only wrong but also dangerous, since it can produce long
drawn-out recessions, or, as in the case of Greece, a depression-level slump.

Bail out agreements and debt restructuring

The handling of the Greek public debt crisis reveals many misconceptions,
as well as a fundamental unpreparedness to deal with what historical experi-
ence has shown to be the expected outcome of a major financial and bank-
ing crisis – that is, a fall in production and a worsening of public finances.

As early as in 2009, the European Commission and the Council signalled
that it was back to business as usual, that recovery from the crisis and the re-
cession was on the way. Thus it was back to the Stability and Growth Pact and
its constraints on public finances. In April 2009, the European Council de-
clared that “an excessive deficit exists in Greece”.2 According to the January
2009 interim forecast of the European Commission, the general government
deficit was projected to reach 4.4% of GDP, in excess of the 3% limit of the
Pact. In late 2009, the deficit was revised reaching 15.4% of GDP! Part of this
increase has been attributed to the disguising of the true size of the debt
through the use of complicated financial derivatives in the 1990s, a practice
which was considered to be legal and which was followed by other Euro-area
governments too.3

Interestingly enough, the financial markets did not immediately react, as
the spreads on 10-year Greek government bonds over the German ones in-
creased by about 100 basis points only until the end of 2009. Neither did the
European authorities, which carried on with the Excessive Deficit Procedure
(EDP), as stipulated by the Stability and Growth Pact (SGP). This indicates a
misconception on the part of the EU leadership: that is, the failure to realise
that the fiscal policy tools of the Pact – which Germany and France had dis-
pensed with in the early 2000s at the time of the dot.com bubble and the en-
suing economic downturn – were irrelevant in the face of financial market
upheaval and recession.
Bail-out I – By early May 2010, the spreads on the long-term Greek govern-
ment bonds over the German ones increased by more than 1000 basis points,
revealing the implications of the above misconception. In May 2010, the
Greek Loan Facility was established, essentially a bail-out agreement, condi-
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tional on far-reaching austerity terms. At the same time, the ECB embarked
on its Securities Market Programme, buying government bonds on the sec-
ondary market. By that time, it became clear that this was more of a Euro-
zone problem than a Greek problem per se, even though it hit Greece espe-
cially hard.

The main elements of the 2010 bail-out agreement are as follows:
A loan of €110 billion was approved, of which €80 billion are intergovern-
mental loans pledged by the Eurozone countries and €30 billion by the
IMF; approximately two-thirds of this amount will be used to repay bonds
and loans and to support the Greek banking system through the Hellenic
Financial Stability Fund.4

The loans carry a 3.5% interest rate and have maturities of 15-30 years, in-
cluding a grace period of 10 years.
The bail-out package is strictly conditional on the implementation of se-
vere austerity measures, the attainment of specific fiscal targets, as well as
extensive liberalisation and privatisation measures.
The disbursement of the loan is to be made in 13 tranches, each condition-
al on a review of fiscal developments.
By early 2011, it became clear that the Programme’s fiscal targets could not

be attained, both because a strong recession had set in and because the fun-
damental causes of the Greek malaise were not addressed. The triumvirate
consisting of the EU/ECB/IMF, known as the Troika, did admit that the re-
cession was deeper than expected. However, they also blamed the Greek gov-
ernment for “policy slippages”. Thus the disbursement of each new tranche
became tied to the introduction of further austerity measures, devised ad
hoc. A downward spiral of fiscal austerity, falling disposable incomes and fi-
nancial market pressure was thus established, leading to a solvency crisis.

Bail-out II – As financial market pressure spread to other countries of the Eu-
rozone periphery, endangering the viability of the single currency, the EU de-
cided to grant Greece a second bail-out, along the lines of the previous one
in terms of austerity measures, but with a new twist, the involvement of pri-
vate investors in a “voluntary restructuring” of the securitised part of the
Greek public debt. The second bail-out amounts to a €130 billion loan until
2014, including an IMF contribution of €28 billion. The main features of the
second bail-out agreement are as follows:

Additional fiscal austerity measures;
The incorporation into the Greek constitution of a provision, whereby pri-
ority is given to debt-servicing payments over other types of public expen-
diture;
An “enhanced and permanent presence” of the Task Force already estab-
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lished under the first bail-out agreement, overseeing the implementation of
austerity measures. This reports directly to the Troika, bypassing the Greek
government;
Political assurances from the leaders of the two major political parties at
the time that they will observe and implement the agreement irrespective-
ly of political developments.

Private sector involvement (PSI) – Out of a total of €205.6 billion in bonds eligi-
ble for the exchange offer, approximately €197 billion, or 95.7% have been
exchanged. This is aimed at ensuring that “Greece’s public debt ratio is
brought on a downward path reaching 120.5% of GDP by 2020”.5

It should be noted that the PSI concerns only government bonds, i.e., the
securitised part of the Greek public debt, which amounts to 57% of the total.
Of this, 30% is in the hands of Greek investors (banks and financial institu-
tions) and 27% in the hands of non-Greek investors. Of the remaining
amount, 16% is with the ECB (acquired under its Securities Markets Pro-
gramme (SMP)), 18% is official lending by the Troika and 9% is domestic
borrowing. Thus, the PSI reduces the value of the Greek public debt as a
whole by approximately 30%. On the other hand, the financing of the PSI
will absorb a considerable part of the 2012 bail-out, so that the net effect on
the size of the public debt is considerably smaller than it would otherwise be.

In particular, the sum of €93.5 billion – out of a total of €130 billion, which
is the second bail-out (i.e., 72%) – will be needed to finance the debt restruc-
turing exercise, as follows:

€30 billion in EFSF bonds;
€5.5 billion in interest payments on the bonds traded in;
€23 billion for the recapitalisation of Greek banks, which are the biggest
holders of Greek bonds;
€35 billion as “credit enhancement” to underpin the quality of the bonds
so as to allow their continued use as collateral for access to Eurosystem liq-
uidity operations by Greek banks.
Adding to the above the sum of €63 billion worth of long-term bonds,

which will be given to investors to replace their existing holdings, one sees
that Greece has undertaken obligations amounting to €156.5 in order for
€197 billion of old debt to be written off.6 Therefore, only about €40 billion
worth of sovereign debt has actually been written off. Further, the newly is-
sued bonds are governed by British law, providing increased protection
against a future default, since they are not convertible into another currency
in the event of Greece’s exiting the Euro.

It has been argued that “austerity” as a policy guideline is a generic term en-
compassing three types of measures (i) fiscal consolidation; (ii) the flexibili-
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sation of the labour market and (iii) the liberalisation of product and servic-
es markets, including privatisation.7 The 2010 and 2012 Economic Adjust-
ment Programmes for Greece and the additional measures taken in 2011 and
in 2012 prove the point. There follows an overview of the main austerity
measures taken since 2010 and their impact on the economy so far.

In early 2010, certain austerity measures were announced within the
framework of the EDP. These included an increase in the VAT rate (from 19%
to 23%), in excise taxes for fuel, tobacco and alcohol and in income tax rates;
also, a reduction in public sector wages, in pensions and in public invest-
ment. Further, the main areas of the 2010 and 2012 bail-out agreements and
the associated austerity packages are the following:

Fiscal consolidation – Over the period 2010-2014, fiscal austerity measures are
expected to amount to over 30% of GDP, more than one-half of which
(54%) is going to come from expenditure cuts and the rest (46%), from
increases in revenue. Reductions in the public sector’s wage bill and in so-
cial benefits are greater than those for other items (approximately 10% of
GDP), while tax increases are expected to produce additional receipts
equal to 15% of GDP, although only 3% of GDP is expected to come from
improving tax compliance. Public-sector employment is being reduced by
23%, as more than 150,000 employees are being placed on “reserve” (re-
duced wages for a year), moved to a pre-retirement scheme, or laid off as
public entities close down or merge, while the recruitment rule is equal to
1 entry per 10 exits. Further measures include cuts in spending on educa-
tion (primary and secondary schools are being closed down or merged),
pharmaceutical and hospital operations, cash welfare benefits, pensions,
social transfers and defence.

Labour market reforms – The minimum wage regulated by the National Gener-
al Collective Agreement has been reduced by 22% and for the under-25s
by 32%. This will have an emulation effect on other wages in the econo-
my. Occupational and sectoral collective agreements have been suspend-
ed until “at least 2014”, to be replaced by firm-level agreements. Dis-
missals have been made easier and less costly for employers, the intern-
ship period for newly appointed employees has been lengthened to 12
months, social contributions have been reduced and life-tenure contracts
have been abolished.

Structural changes – These include a far-reaching privatisation programme,
expected to raise €35 billion by the end of 2014 and €50 billion by the end
of 2017. A Privatisation Fund has been established to implement the pro-
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gramme. Deregulation measures are being taken in relation to the trans-
port sector (road haulage), energy (granting access to 40% of lignite-fired
capacity before the Public Power Corporation is privatised), the regulat-
ed professions (lawyers, pharmacists, as well as beauticians, fashion con-
sultants, etc.) and the judicial system, while the further privatisation of
the pension system is expected to reduce public expenditure for pensions
from 4.4% of GDP to -0.2% by 2060.

Greece is in its fifth year of recession. The depth of the economic crisis it is
going through is unprecedented by comparison to that of other Eurozone
countries, as well as to that of certain countries in the past, as shown in the
table below.

The rapid decline of the Greek economy has taken the Troika by surprise.
For example, the forecast for the change in GDP in 2011 over 2010 was
downgraded four times and it was still less than the final outcome! Thus, in
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early 2010 the decline in GDP was forecast at -0.5%. This was revised to -3%
in late 2010, yet again to -3.8% in early 2011 and further to -5.5% in late
2011. It actually declined by -6.9% by the end of the year! Similarly, unem-
ployment was forecast to increase to 13.2% of the labour force in 2011; it ac-
tually reached 21%!

Not surprisingly, the fiscal ceiling set by the adjustment programme for
2011 – at 7.6% of GDP – was surpassed by 1.65% of GDP, as the actual pub-
lic deficit amounted to 9.25% of GDP. While both the European Commission
and the IMF recognise the deepening recession in Greece, they attribute this
to policy slippages and to adverse developments globally, concluding that ad-
ditional measures are necessary.8 The validity of their model is not ques-
tioned in any way. The fundamental philosophy underpinning the policies
applied in Greece under the guidance and continuous surveillance of the
Troika is that the only way out of public debt is through the shrinking of the
economy. The lessons of the 1930s Great Depression appear not to have been
learned – that is, that an economy cannot shrink out of debt; it can only grow
out of debt.

Current outlook

All international organisations concur on the very poor prospects facing
European economies in 2012 and 2013. According to the IMF, real econom-
ic activity in advanced economies is expected to increase by 1.4% in 2012 and
2% in 2013, while in the Eurozone it will decline by -0.3% in 2012 and slight-
ly recover by 0.9% in 2013. The European Commission similarly forecasts a
decline of -0.3% for 2012 and a growth rate of 1% in 2013 for the Eurozone,
while it is slightly more optimistic for the EU on average (0% and 1.3% re-
spectively). The OECD predicts very weak growth in the near term and a
mild recession in the Euro area, followed by a very gradual recovery.9

The above forecasts present a very sobering view of the economic and so-
cial prospects in the immediate and near future. What is being observed is a
convergence towards low growth at best, bearing directly on employment
prospects. Under these conditions, high unemployment is set to persist, mak-
ing recovery through the consumption channel more difficult. Further, the
implications for the Eurozone countries undergoing IMF/EU programmes
are even more severe, as shown in the following diagrams, depicting growth
and unemployment in several countries, in addition to Greece.

The prospects for Greece are at best uncertain and at worst bleak. So much
so that various commentators have suggested that the best way out for Greece
would be to default on its debt. For example, Felix Salmon of Reuters notes
that Greece “… is trying to act from a position of weakness rather than
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strength, and in any case it simply doesn’t have the time to implement
changes which involve a fundamental restructuring of the nation’s social
compact”.10 Wolfgang Munchau of the Financial Times further argues that
“Greece must default if it wants democracy”, noting that “It is one thing for
creditors to interfere in the management of a recipient country’s policies. It
is another to tell them to suspend elections or to put in policies that insulate
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the government from the outcome of democratic processes. … The propos-
als violate the principles of Germany’s own constitution. In short, they are
unethical”.11 From a different angle, David Harvey, a well-known Marxian
theorist, has stated that Greece “… should have defaulted and they should
have done it earlier rather than later”, in view of the fact that “what is going
on both in Europe and in the USA is a political project, not an economic ne-
cessity”.12

So, what is to be done? Is there an alternative to the present conundrum?
Even more pointedly, is there a future in the Eurozone for Greece and other
indebted countries undergoing severe austerity regimes? These are very diffi-
cult questions indeed and one can only experiment with some answers.

Some thoughts on alternatives 

We argued above that the narrative of the sovereign debt and economic cri-
sis in the Eurozone should start with the question of external imbalances and
trace their impact on fiscal budgets, taking into account the role of finance in
an unregulated environment. Such a view leads to the conclusion that for a
fiscal union to work, some means of achieving a rebalancing of external ac-
counts is needed, so as to create the necessary space for fiscal expansion.

In addition, it is necessary to fight financial speculation through measures
such as the introduction of a financial transactions tax, the establishment of
a European publicly owned credit ratings agency, increasing liquidity
through central bank lending to governments rather than private banks, in-
troducing a more equitable taxation system, etc. Disciplining governments
instead of markets prioritises financial interests over those of society at large.
Also, it reveals a basic misconception: namely, that banks operating in an ail-
ing environment can remain healthy. The Eurocrisis of the past two years has
demonstrated that this is a contradiction in terms.

Instead, austerity and fiscal discipline – already implicit in the Stability and
Growth Pact – were chosen by the European elites as the way to deal with the
increase in the public debt both generally and in particular instances. Gener-
alised austerity, however, produces low growth or even recession, which in
turn increases the debt-to-GDP ratio. Thus alternatives are urgently re-
quired.

An outline of such alternatives, which is indicative, rather than exhaustive,
includes the following.

The narrative needs to be altered; the prerequisites of a viable fiscal union
need to be recognised and acted upon.
Financial policy reform, which was initiated at the height of the financial
crisis in 2008/2009, should be given new impetus.
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The ECB must become a lender of last resort for governments and not just
for private banks. Such an adjustment would provide a considerably more
powerful tool than the EFSF in managing the Eurozone debt crisis.
Austerity needs to be replaced by a programme of economic restructuring,
spreading over a long period of time; growth needs to be restored.
Public investment is needed in order to kick-start the economy, where pri-
vate capital is reluctant to do so. Such investment must be ecologically and
socially sustainable.
A more just distribution of income and wealth needs to be established
through an equitable tax system and the harmonisation of taxes across the
EU member states.
The role of public services needs to be reinstated. Social welfare should be
incorporated in overall economic and social policy.
The deterioration of worker rights and of the conditions of the labour
market must be halted and reversed.

How can such alternative proposals be implemented? The problems facing
the EU and the Eurozone are embedded in society and in the structure of
production. It is in the rebalancing of social relations and a new social com-
pact that such changes may be sought. A caveat is necessary. The deeper so-
cieties are drawn into the downward spiral of austerity and recession, the
more difficult it will be for such a compact to be realised. Time is thus of the
essence.

Can Greece wait for such a turnaround? Greece appears to be in a lose –
lose situation. If it follows the current austerity programme, it keeps its cred-
itors happy at the cost of a social upheaval and through enormous expenses.
If it satisfies pressing social needs, its creditors may pull the rug under its feet.
So, what is to be done?

First, a change in narrative is imperative. The debt audit campaign, already
in progress in many European countries, as well as in Greece,13 is a good
starting point. How did the Greek public debt reach its present level? Is it all
legitimate? Should part of it be classified as onerous? With what conse-
quences?

Second, a breathing space is needed. The Greek economy needs to start
growing again. It is a well-known fact that one cannot shrink out of debt.
One can only grow out of debt.

Third, the domestic problems need to be dealt with by the Greek social and
political forces themselves. This is a complex process that cannot be imposed
by outsiders, nor can it be done in a short period of time.

Fourth, the Greek austerity experience is already feeding into the European
collective mind, as shown by the solidarity mobilisations across Europe and
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the “We are all Greeks” campaign. Arguably this is perhaps one of the posi-
tive effects of the public debt crisis!

Lastly, should Greece default? – the agonising question on many people’s
minds! There is a no clear-cut answer to this. The implications of a Greek de-
fault can only be known ex post. These are unchartered waters. However, if
what is happening at the moment goes on for much longer, life may become
so unbearable for the Greeks that, although they are a traditionally pro-Eu-
rope people, they may opt for default and very probably exit from the Euro.
Greece may thus become the first piece of the puzzle to go.
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In Europe we are at a new stage of class confrontation. Despite the systemic
crisis not only of finance but of the whole of the mode of accumulation

and reproduction of “financial market capitalism”, this system has been able
to maintain itself. Its transnational power – largely sustained by the nature of
European integration and policies – has not been seriously cracked, despite
the massive destruction of public and private goods, which is constantly be-
coming more extreme, deepening the great crisis. In Europe, an “oligarchy”
has increasingly gotten hold of various powers; it is becoming radicalised and
sees the moment as having come in which brutally to accelerate the disman-
tling of social and democratic gains, notably by profiting from the “crisis of
public debt”, generalising austerity policies which in turn feed the crisis.

The strategy of systematic de-democratisation is aimed at creating condi-
tions for a brutal austerity policy whose breadth of damage and suffering for
the populations has begun to be visible, notably in the countries of southern
Europe. One could indeed wonder, as Hervé Kempf does in Transform!
No. 10 (2012), if we are still living in a democracy. Due to the profoundly ne-
oliberal nature of the EU’s very structure, the crisis is taking on a particular-
ly acute and destructive character there. “Much current policy in Europe has
the effect of reducing the debt while at the same time destroying an increasingly
large human capital”, Jean Paul Fitoussi observes. The headlong rush toward
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austerity and ever more authoritarian forms is bringing us to the edge of an
abyss, with the danger of a collapse that could drag societies into chaotic tur-
bulence. However, opting out of the Euro, not to say the disintegration of the
EU, is no alternative inasmuch as the logic governing the Euro and the EU
and plunging our societies into the great crisis – for example, the financiali-
sation of the economy, making wage workers and territories compete against
each other, social dismantling and impoverishment of societies, privatisation
and commodification, the authoritarian transformation of governmental en-
tities states – is equally at work at the level of countries, regions and enter-
prises. The deep causes of the great crisis of “financial market capitalism” are
to be sought in the over-accumulation of money capital, which develops si-
multaneously with a chronic weakness of accumulation and growth. The
Euro, in its present conception, transmits this logic, but we can perfectly well
imagine another Euro, another European Central Bank, another way of treat-
ing the problem of public debt, another set of regulations and treaties favour-
ing not competition but cooperation.

We do not know the timing and the forms of the earthquakes to come. But
we do know that we have, to the greatest extent possible, to build up the pow-
er of interpretation, strength, the capacity for cooperation and political intel-
ligence to be able to resist and at the same time open up the construction site
for a deep refoundation of Europe – and to be able to refuse a nationalist ap-
proach that would mask the true nature of the conflict with the forces of cap-
ital and would run the risk of pitting against each other populations which
suffer from the same logic. The history of the dismantling of Yugoslavia
shows the degree to which ruins can generate mortal dangers. In a period
when, in different countries, the categories of populations in the process of
breakdown and who feel increasingly socially and culturally depreciated, lose
trust in the institutions, political representation, “living together” and soli-
darity as concepts governing societies, and the extreme and populist right
find a very favourable terrain in the growing divisions with which to work.
The strategies of the financial markets and of the big shareholders, just like
EU policies, intensify the regional asymmetries at the European level, which
inevitably create or exacerbate gaps between large regions and nurture na-
tionalist postures. The transformation of the “market states” of a neoliberal
character into “authoritarian states” also creates a favourable terrain for the
extreme and populist right.

War of position

In the face of the submission of public and political life to the requirements
of the financial markets, to make the demand for a change of logic grow and
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propose completely new political paths to open up such a perspective consti-
tute major challenges for the left. Despite the importance of the struggles and
movements of recent years in a great number of countries, despite their cre-
ativity and their energy, they have rarely brought success. The dominant
forces have tried everywhere to divide and disarm the subaltern classes. In
our countries, the place and the role of trade unions are the object of un-
precedented political and ideological attacks whose impulse often comes
from EU orientations. However, at the same time, important and sometimes
general strikes have grown in number. “Occupy”-type movements in Spain,
Greece and elsewhere have shown the potential for resistance and mobilisa-
tion to hold one’s head high in the face of political and ideological pressure
in an increasingly tense social context, in search of an alternative logic and
new political practices.

I do not share the view of those who characterise the present period as one
of insurrection, as is sometimes done, especially by pointing to movements
of the “Occupy” type, which certainly know how to pose the basic questions,
mobilise and influence public opinion, but without (at least for now) being
capable of developing a durable struggle for the defence of common inter-
ests. The present phase of confrontation rather seems marked by the coexis-
tence of very contrasting phenomena: on the one side, protests, resistance,
the emergence of new struggles and new actors, multiple attempts to re-make
society, to reconstruct solidarity and a collective; on the other side, a strong
sense of powerlessness and anxiety, of isolation, all of which produces resent-
ments, withdrawal and notably the sense, among the most impoverished
populations, that politics cannot / does not want to do anything for them.
The current situation in Greece shows the extent to which one cannot yet
know whether it is hope or fear that will win the day, in the same way as the
French elections revealed a real potential for the Front de Gauche, but also its
fragility. Greece is the first country where – in this context – an “earthquake
election” occurred, dramatically and profoundly upturning the political sys-
tem that had been stable up to that point. This was not just an election but
the rise of a movement rooted in society, borne by political actors, move-
ments and citizens who were able to pose the question of power at a moment
when the parties which had up to then been dominant collapsed due to their
records (on the national and European levels), which have been disastrous
for the various societies. Syriza was able to build its programme and its activ-
ity by combining numerous forces in society in an original way in order to
become at once a political coalition, a movement carrying the demands of
political representation, a programme integrating many questions developed
by the movements and the space in which popular unity manifested itself.
“The Greek elections were elections that realigned classes. Syriza had gotten the
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highest percentages among the active population and particularly among wage
workers in the private sector, the public sector, the unemployed, students and in-
habitants of the poorest cities of Attica… Never before in the period after the end
of the dictatorship (1974-2012) has there been an electoral moment with such a
high degree of social polarisation”. In receiving broad support for its alterna-
tive proposals Syriza was able to modify the relations of force in a spectacu-
lar way. In this way the Troika’s strategy could, for the first time, be seriously
threatened.

In other European countries, we cannot speak of “earthquake elections”;
however, there are increasing attempts at going beyond the fragmentation of
the alternative left and of occupying the space to the left of social-democra-
cy whose crisis continues. Certainly, social-democracy has been able to win
some national elections when, rejecting austerity policies, the voters pun-
ished the right in power. In these cases, the return of social democracy to
power does not in any way mean a “new departure” in the direction of an al-
ternative inasmuch as social democracy nowhere goes beyond the horizon of
social liberalism and the EU’s neoliberal-based construction. For this reason,
social democracy has not managed to project themes different from those of
the right nor has it found new responses to the great crisis. In many coun-
tries, being in power and having itself put in place the austerity regime in Eu-
rope, social democracy has been heavily penalised, as in Greece, Spain, Por-
tugal … The lasting crisis of social-democracy and of its main political
choices opens, on the one hand, a space for the critical, alternative and radi-
cal left, but, on the other hand, blocks any prospect of a left majority for
change.

The alternative left can indeed try to take up the challenge of this “historic
window” which has opened in this framework of a growing rejection of ne-
oliberal logic and of the non-response of social democracy to the need for a
change. It faces the need to position itself completely autonomously vis-à-vis
social-democracy, but at the same time it must develop a strategy aimed at
constructing new cultural and political majorities that cannot exist without
a significant portion of the citizens, voters and activists who are situated close
to social democracy. In numerous countries one of the conditions for creat-
ing a movement of dynamic agglomeration is the capacity of to go beyond
the fragmentation characteristic of the critical left. In this respect, there are
not only selective attempts to constitute electoral alliances but also forms of
common “fronts” able to generate new political dynamics, beyond just the
adherents of the parties involved. For some years now, processes of new con-
structions have been in place, of which the most visible are now Syriza in
Greece and the Front de Gauche in France. The fact that it is the Front de
Gauche and not the NPA (New Anti-capitalist Party) that has emerged in
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France’s political landscape demonstrates that there is a need, to the left of
the PS, for a political dynamic not limited to organising protest and which
does not define itself as anti-PS (Socialist Party) and which tries to have di-
rect weight on the terrain of the the relation of political forces. The harshness
of the confrontation, the extreme difficulty of scoring successes in the strug-
gles, the relations of force disadvantageous to those of resistance and strug-
gle, have motivated a number of protagonists to look for new alliances be-
yond traditional ones, and this within both national and European spaces.

Strategic issues

Bob Jessop has proposed a determination, on the basis of an analysis of the
economic, social, ideological and political conjuncture, of the strategic pos-
sibilities for actors aiming at social transformation in this specific period.
The relative weakness of the dissenting forces before the explosion of the
great crisis did not make it possible seriously to endanger neoliberal hegemo-
ny during the crisis. As a result, we find ourselves, in terms of the goal of go-
ing beyond the system, in a defensive phase of the struggle, which leads us to
define our strategic objectives in terms of a “war of position”. The critique of
the true causes of the great crisis can and must be developed in the most rad-
ical and audible way possible, which was done very successfully in the presi-
dential election in France through the “learning meetings” organised by the
candidate of the Front de Gauche, Jean-Luc Mélenchon. Not only was the fi-
nancial sphere the object of a radical critique but also the entirety of the
mode of accumulation and reproduction in the framework of “financial mar-
ket capitalism”, with its consequences for public space, the real economy, the
state of public finances, democracy, the social situation, work and the indi-
vidual. At the same time it was a matter of daring to pose the question of
power, which Syriza was able to do and which is a factor of credibility in mo-
bilising people.

The necessary change of power, the refoundation of democracy on new
bases, a new type of social and ecological development – these are challenges
for all of society, which cannot be delegated to political organisations alone.
Rather, social and political actors are called upon to help citizens acquire a
true power of interpretation, which will in great part condition their capaci-
ty to position themselves to go beyond the sense of powerlessness, to unite
and to act collectively. The formation of a social and ideological bloc that can
be a vehicle for change is the heart of the strategic issue. Today, the victims of
the crisis are fragmented, divided and sometimes in conflict with each other.
An alternative political project has to be able to crystallise the interests of
groups and fractions of society, which, though certainly not identical, can

Eu
ro

p
e: Existen

tia
l D

a
n

g
er – N

ew
 P

o
litica

l C
h

a
llen

g
es

113



converge. Starting with a first core, Syriza was able to conceptualise a pro-
gramme by relying on what was worked out by social and political move-
ments and by intellectuals and thus aggregate multiple forces. Between radi-
cal critique and alternative proposals, the “missing link” of a concrete politi-
cal strategy has begun to find, in a situation of particularly harsh confronta-
tion, the beginnings of a response.

The constitution of a common European space superimposed on national
spaces obviously poses completely new questions from the point of view of
political strategy. Indeed, the transnational terrain, with a “multilevel” system
of governance, a system of multipolar authorities, gives rise to divisions but
also offers opportunities to construct a pluralist radical left contributing to
overcoming traditional divisions on the national level. Since its foundation in
2004, the Party of the European Left (EL), which groups more than 30 very
diverse parties (members and observers) from a great number of countries
(including some outside the EU) has been trying to become effective as a Eu-
ropean political subject developing a radical critique of the EU’s mode of in-
tegration and neoliberal policies, all the while projecting the idea of “anoth-
er” Europe, of a social, solidary, democratic, feminist and ecological Europe.
At the level of the European Parliament, it is the GUE/NGL group that brings
together the deputies of the critical left. For ten years now, the Transform!
network has gathered institutes, research centres and journals from different
countries connected to the alternative left, and it fulfils the function of a Eu-
ropean foundation of the EL. In fact, at the moment of the erosion of neolib-
eral hegemony, the precise analysis of the contradictions and potential on the
basis of which a left strategy can be conceptualized, the search for conver-
gences between social and political forces contesting the dominant logic, the
formation of a European political subject of social transformation as well as
new alliances, all of these become issues of great importance and call for tools
to deal with them.

Gather forces at the national and European levels

In the face of the crisis and its dramatic consequences, the search for unity
and the formation of new alliances – at the national and European levels –
become essential questions for all social and political actors positioned on
the left. A new social and political dynamic is indispensable to counter dis-
couragement and, against this background, the extreme right and to put for-
ward the formation of coalitions in favour of “democratic ruptures”. If, at the
core of complex societies organised at the level of nation-states the constitu-
tion of a cultural and political bloc able to carry a new hegemony (rooted in
the quite non-homogeneous subaltern classes) presupposes a long-term
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process punctuated by political initiatives from the top and from the bottom,
such a perspective, at the European level, has not at present even been con-
templated.

For some years now, discussions and experiments in the movements, with-
in the trade unions and in the left, have turned around the question of an ar-
ticulation between struggles at the national and the European level. One of
the great complications lies in the EU’s system of multipolar power, as well as
in the challenge for the radical left to develop an original strategy, and this in
the context of “the current double crisis, that of capitalism and that of Europe,
[which] opens up a historic window of opportunity for the whole of the left and
for the radical left in particular”.

For ten years now, counter-summits and social forums reflecting a minimal
anti-liberal consensus have been able to make progress, but we cannot stay at
that level if we are to create forces capable of coming together in the defence
of the interests of the populations and for another logic in Europe. It is not a
question of organising a general debate – among trade unions, movements
and parties – but of seeking cooperation between forces whose orientation,
notably as regards European issues, is sufficiently convergent to really modi-
fy the relations of force and to contribute to the emergence of a new dynam-
ic. The model of the World Social Forum has become inadequate in the ter-
ritory of the EU where there is confrontation with a very established oli-
garchy, with concentrated powers and common and everyday institutions on
the social, political and ideological levels. The multiplication of protests is
certainly necessary, but protests alone, no matter how many there may be, are
not enough to alter the relations of force in an appreciable way. The consti-
tution of true coalitions with new power is indispensable, and this requires a
qualitative leap as regards the creation of spaces for work and struggle. Re-
cent experience with the Greek elections has shown that the alteration of the
relations of force in a country, such as Syriza was able to effect, has conse-
quences for all of Europe, but it requires processes of a similar kind else-
where.

It is because it responds to current needs that the idea of an Alter-summit
is rapidly making headway. We want, by clearly defining the line of con-
frontation, to “realise the convergence of forces and their concrete unity in ac-
tion”, to create an important political event, visible on a European scale, built
with a multitude of actors in our countries, represented and projected by
personalities who count, in order to say loudly and clearly that the only way
to continue to “make Europe” is to refound it and that we know how to pro-
pose some major axes of this new logic that the people need. A process of
construction associating different actors from all the parties of Europe –
unions, social and altermondialist movements, feminists, networks of intel-

Eu
ro

p
e: Existen

tia
l D

a
n

g
er – N

ew
 P

o
litica

l C
h

a
llen

g
es

115



lectuals and appeals for another Europe coming from different countries as
well as from representatives of the EL – has begun to get going, emerging
from the space that makes up the Joint Social Conference. It is by bringing to
life a new ambition and in demanding a change of policies and of power that
we can promote awareness, meetings and mobilisations. In recent years we
have noticed how close the analyses and proposals emanating from many
forces in Europe are. Today we need to translate these convergences into con-
crete political acts in order really to modify the existing state of things. In the
battle between resistance and austerity policies in Europe, the European
Trade Union Confederation (ETUC) has, for the first time, rejected a treaty
and shown a somewhat greater willingness to cooperate with social move-
ments.

Cooperation between social and political forces, even with considerable
convergence of views, is a difficult matter. And one can easily understand
why. However, taking account of the dramatic situation and of the strong
convergences between different actors, the moment has come to invent new
relationships, obviously with full respect for everyone’s autonomy, which
presupposes the invention of new forms.

Concretely, the Alter-summit is planned for spring of 2013 in Athens. Be-
fore then a large European meeting will take place in Florence on November
8 – 11, initiated by the Italian social movements, ten years after the first Eu-
ropean Social Forum in 2002. It will be a working meeting to move ahead in
establishing convergences, deepening analyses, developing alternatives and
building alliances.

116
C

h
a

ll
en

g
es

 f
o

r 
th

e 
Le

ft



The very name of the seminar “State  of Hegemony  in  European  Soci-
eties. How  to  Interpret  Recent  Electoral   Results  in  Europe?”, which

was held in Paris last September, invited us to think about “hegemony” and,
more exactly to interpret the European elections (in Greece, Denmark, Spain,
etc.) as confirming neoliberal hegemony. This would assume that these elec-
tions themselves are a direct translation of the domination of these countries’
populations by neoliberal ideas, rather than representing, as I tend to think,
a deformed and momentary refraction of the balance of power there.

1. What do we mean by hegemony?

I would like very briefly to question the pertinence of this notion of hege-
mony as applied to neoliberalism. To this end, I will distinguish between two
meanings: one positive and one negative.

The positive meaning undoubtedly leads us to the idea forged by Gramsci
in his Prison Notebooks. The essential merit of this notion was to counter a
perfunctory notion of bourgeois class domination prevalent in the 1930s,
even among Marxists, which reduced it to nothing other than the use of re-
pression. For Gramsci, the bourgeoisie maintains its domination by exerting
political leadership of those whom it dominates, which is expressed as “pure
collaboration” – that is, “an active and free consent” of those dominated.
Through this notion, Gramsci contributed to relaxing, if not completely
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overcoming, the alternative “consent or coercion” or even “freedom or domina-
tion”. Repression and coercion operate as complements to free consent and
do not replace it, so that there is, simultaneously, both “consent and coer-
cion”.

The negative meaning, although not much theorised, is no less widespread
today in a more or less diffuse way in the left, in the broadest sense of the
term. In what way is it negative? To the extent that it implies, first and fore-
most, the absence of an intellectual alternative to neoliberalism. Resorting to
this concept then allows drawing the bitter conclusion of the persistence of
neoliberal hegemony. The latter does not prevail due to the intrinsic superi-
ority of its doctrines but because of the lack of an alternative ideology or
counter-culture capable of exerting sufficient attraction on people’s minds
and spirits to overthrow neoliberal hegemony.

If we favour the first meaning, we will conclude that, since at least the au-
tumn of 2008, the date of the beginning of the “financial” crisis on a world
scale, there has been an open crisis in neoliberal hegemony and we would in-
terpret the results of these elections as confirmations of this diagnosis.

If, on the other hand, we accept the second meaning, we would then con-
clude that this hegemony’s perpetuation is due to the lack of a credible intel-
lectual alternative. The two meanings are not, in principle, mutually exclu-
sive. We could maintain that there is a crisis of neoliberal hegemony and that
this is being prolonged by the absence of a credible alternative to neoliberal-
ism. In this case, however, what happens to the notion of “an active and free
consent”? The simple absence of an alternative doctrine is not enough to pro-
duce active consent or pure collaboration from those who are dominated.
The notion of “hegemony” then loses any positivity and a major part of its
critical point: dominant ideas would only dominate by default.

In any case, whether we stress the loss of credibility of neoliberal ideas or
the absence of a credible intellectual alternative, we end up sharing the same
presupposition: neoliberalism is, above all, a matter of domination by ideas,
because it is, in itself, a doctrine or an ideology. Consequently, the struggle
against it must be focused on the field of ideas. We are calling for the draft-
ing of a new utopia, or the re-activation of old ones, either to create a new
hegemony or to overthrow the existing one.

2. A crisis of governance rather than a crisis of hegemony

Neoliberalism is certainly an economic doctrine that recommends privati-
sation; it has also been, for the last thirty years, an economic policy that
strove to translate such a doctrine into real facts. Still, it is above all a new
manner of governing individuals, which emerges from a certain logic and
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from practices, and not just from the dominance of ideas: governing is not so
much a matter of exerting pressure to impose one’s will on others as it is one
of “indirect conduction”, of what Foucault called “the conduct of conduct”.
This presupposes actively playing on the area of freedom left to individuals
to get them to conform to certain standards of their own accord. In other
words, it is no longer a matter of governing against freedom but rather
through it and thanks to it, given that by “freedom” we do not mean “free will”
but the fact that the actor can choose between several possibilities in a given
situation.

The term “governance” has the advantage of meaning a new way of govern-
ing people, in no way to be confused with the action of government in the
sense of the institution that governs the state – a way that standardises, from
inside, individual “conduct”, both of those governing and the governed. What
is essential is not the intellectual adhesion on the part of individuals to the
norms, nor their active and voluntary consent, but the constraint on the
choice of individuals due to situations deliberately built to produce this ef-
fect. It is thus easy to see that the “coercion-or-freedom” alternative is no
longer adequate for describing neoliberal governance, any more than the
“domination or consent” alternative – not because there is both domination
and consent, as Gramsci would like us to see, but because there is a gover-
nance of individuals by putting them into a situation determined by the log-
ic of competition.

If a crisis of neoliberal governance emerged in the autumn of 2008, this did
not mean the “end of neoliberalism” as certain analysts somewhat hastily
thought, falling into the trap of declarations on the recourse to “state guar-
antees”. On the contrary, we see that the crisis was exploited by the ruling
classes to strengthen the disciplinary mechanisms after a period (from Feb-
ruary to September 2009) when it seemed possible that the states would take
control vis-à-vis the banks, such that we saw a radicalisation of neoliberal-
ism. Within the space of just two years there has been an almost complete
about turn: At first the crisis was invoked so as not to repeat the former shift-
ing of responsability; after this it was used as a lever to reinforce neoliberal
policies. This about turn and instrumentalisation did more than a little to
open the eyes of many citizens.

The Greek example shows how debt blackmail has been turned into a
method of governing. A state is placed in a situation of chronic indebtedness
by lending money at a very low rate of interest to states which themselves
lend money at a high rate of interest to the indebted state. The settling of
these loans is increasingly made conditional on the implementation of plans
that sink the country in a vicious circle of increasing indebtedness and reces-
sion that feed on each other so that voters are finally called on to vote for par-
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ties who are committed to austerity programmes or else they will be refused
the financial aid that has been promised them. In other words, the citizens are
urged to vote “responsibly” while warning them that they will no longer re-
ceive this aid if they vote “badly”. (We should remember the statements by
Fabius before the June elections). In such conditions, the fact that people vot-
ed Conservative or PASOK so as to remain in the Eurozone did not as such
imply their active consent or support for the austerity programme, not to
mention neoliberal ideology.

The election results on a European scale, therefore, seem to me to express
an imbalance between the increasingly broad awareness of the harmful char-
acter of the government in office, or even of capitalism as such, and the ab-
sence of a left political alternative in terms of concrete government action.
The question therefore is: How can we overcome this distortion?

We must begin by listening to the question many voters address to the rad-
ical left: “if they get into office wouldn’t they behave exactly like all the others?”
We have to deal with this question to the extent that it brings us up a weak-
ness of the left, which is not mainly of an “ideological” sort, contrary to what
one is given to understand when it is viewed in terms of “hegemony”.

This does not mean neglecting the field of the battle of ideas – far from it.
It is a matter of linking this battle of ideas to the confrontation between ac-
tual practices, the better to have our intellectual contestation of neoliberal-
ism proceed from a practical contestation. Let us take an example very much
in the news: the controversy between the supporters of protectionism and the
free-trade dogmatists. We have here a tired opposition that has been contin-
ually reactivated and replayed in various ways since the capitalist crisis of the
1890s. Because of the crisis, some people busy themselves today lending it a
new relevance, in particular by appealing to feelings of “economic patriot-
ism”. It would be disastrous for the radical left to adopt such a position for at
least two reasons. First it would imply that neoliberalism is identical with free
trade, which is an extreme simplification impeding us from showing the di-
rect role of states in installing it and perpetuating it (starting with the liber-
alising of finance). Then it would be strengthening the traditional preroga-
tive of the state as the locus of combat against neoliberalism, thus consecrat-
ing and intensifying the governing class’s monopoly of political initiative; in-
stead of this we should be working to strike at the heart of this monopoly by
encouraging new practices of self-government by the governed. However,
this is only possible if we encourage such practices – right now and on an in-
ternational scale. For this we need a “new internationalism”, capable of op-
posing emancipatory practices to those of neoliberal government.
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Paris in autumn 2007: The global economic and financial crisis continues
to advance. The members of the Left Group of the European Parliament

(GUE/NGL), in Paris for study days on the occasion of French EU-Presiden-
cy, are tensely listening to the scenarios one of Sarkozy’s advisors is laying
out. What will happen if certain political decisions made by the EU and
member-state leaders regarding strategies for fighting the global and Euro-
pean financial and economic crisis are made or not made?

That was five years ago. By now there are signs that the “darkest scenarios”
outlined then are the most probable ones: the crumbling of the EU or its sur-
vival through authoritarian rule, its downsizing and a widening gap between
the “centre and the periphery”; a greater amount of “different speeds”, and
wider differences among them, is no mere imaginary construct. Dismantling
of social and political-democratic achievements, growing social and political
repression, a rise of political, ideological and religious fundamentalism and
the rising tide of violence against “foreigners” have become realities.

They are also an expression of the structural defensive social-policy
predicament of the left which is only hesitatingly and half-heartedly trying to
adopt the EU-level as a political challenge and area of action.

Many still do not sufficiently understand the dramatic consequences of ei-
ther the collapse or the oppressive preservation of the EU and the Eurozone.
There are not few who even hope for collapse and think the left might prof-
it from it. If that were the case, we would also be strong enough to turn the
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EU into a democratic and solidary protagonist able to solve social, ecological
and global problems sustainably and equitably. But we are not – despite or
perhaps because of the scourge of “imperialist interests and antagonisms”
and the reduction of the EU to an alliance of the most reactionary political
forces.

We were not even strong enough to mobilise a sufficient number of voters
in the last European elections to send a strong and interventionist left to the
European Parliament, which could be heard and felt! There the left now is
represented by the numerically smallest parliamentary group – even smaller
than the EFD, the group of nationalists and right extremists.

The EU at a crossroads

In the past, the renunciation of war and fascism, the achievements of the
Soviet Union and of communists in destroying the German fascist war ma-
chinery repesented a completely honourable motivation for millions of peo-
ple in Eastern Europe to build a social model alternative to capitalism. It was
both tragic and fateful that this model took the form of Stalinism, adminis-
tered to them by the Soviet rulers and their allies. That subsequent genera-
tions would not accept this as a model to be preserved does not speak against
the motives but against the parties then in power. There is much to indicate
that people wanted to identify with the socialist experiment, to actively par-
ticipate in the search and in the experiments and wanted to dedicate their
hearts, minds and creativity to that end. But in order to do so they were asked
to accept the notion that an elite knew what was good for them and what was
possible and necessary to do in the global conflict with capitalism.

The unattractiveness of “state socialism” and its failure were and still are
taken by many leftists in the West to be the reason for their own weakness
and problems. This is certainly understandable. But if that were the only rea-
son then the various “third paths” ought to have been more successful. Not
even repression in our societies can sufficiently explain why leftists in their
everyday political lives are hardly able to come up with and put forward dif-
ferent scenarios for social development; or why they all too rarely invite in-
terested people to seek possibilities of joint action in order to live more dem-
ocratically and solidaristically and more socially and ecologically. If they did
so, then the elites would not be able so effectively to preach “there is no alter-
native”.

The European Union could be threatened by a fate comparable to that of
state socialism. Many people are losing hope that the EU can help solve their
problems and improve their lives. Old “national or ethnicity-based” conflicts,
or new ones, threaten to break out or re-emerge. This would result in the EU
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eventually losing its raison d’être. It was founded on the economic and com-
petitive interests of leading capitalist elites. The old Federal Republic of Ger-
many was to be integrated into a western alliance, political stability to be
guaranteed and a bulwark created against the new Soviet, Eastern European
model. In the end, the EU and its predecessors have also helped to preserve
peace in Europe and suppress nationalist tendencies and moods. The latter
was also in the interest of popular majorities, struck a positive chord among
them and contributed to their identification with the contradictory project,
which always meant suffering and oppression to millions of people in the
global South.

Ever more EU citizens think that the EU, and, in particular, its economical-
ly most powerful member states, has been a major cause of the global crises
and that the crises in their countries as well as in the Eurozone are home-
made.

Up to the 1990s, the growth model followed by the EU seemed more or less
to guarantee social equilibrium. But, on the one hand, it is destructive both
socially and ecologically and, on the other hand, the rulers are using the cri-
sis as a pretext to revoke the social consensus on the grounds that it is “much
too expensive”. Their goal is to do away with the European social welfare state
models. Why should citizens more passionately defend the Euro and the EU
than the European social welfare state models? Why shouldn’t the European
welfare state models be reformed and expanded as well as integrated into a
model of economic development that would be both socially and ecological-
ly sustainable?

And why should people stand up in defence of parliamentary democracies
if the citizens’ vote only minimally influences the “course of things”? If large
parts of the populations see that social and ecological standards, democratic
rights of participation and decision-making count for very little, that the na-
tional parliaments and the European Parliament they elected or tolerated
hardly play any role in the process of restructuring the EU, why should they
have confidence in parliamentary democracy? Why should they want a par-
liament of the Eurozone established by the will of their governments? Why
should they want the replacement of the European Union method by a union
à la Merkel, the forced splitting of the EU into a Eurozone and a non-Euro-
zone, into a core Europe and a periphery for the sake of “global competitive-
ness”?

This displeasure need not necessarily manifest itself in political activism
and even less in action inspired by the ideas of emancipation and solidarity.

It should be a cause for concern that among the governing regimes the
voices are multiplying of those who want the “German model” under Ger-
man or German-French leadership as the foundation for a further develop-
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ment of the EU, which means that the German Agenda 2010 with Hartz IV,
precarisation, low-wage work, workfare, raising of the retirement age and
much more will be implemented. This process already began a long time ago.
The open method of political coordination has paved the way for economic
and economic-policy leadership to bring employment and social policies
into line with global competitiveness. By appealing to “solidarity”, the hard-
ships to which people are exposed at the less competitive locations are now
being used as arguments for an aggressively neoliberal update of Agenda
2010. This incidentally is being pushed also by those forces whose economy
is most closely associated with Germany and where economic integration is
most advanced.

German citizens are aware of their socially privileged situation in the EU,
with most of them preferring to stay with the current state of affairs. Com-
paring themselves to others leads them to put up with social cutbacks and
maintain an alliance with the rulers.

If interests continue to clash within and between EU countries, it will be-
come even more difficult for the left to create solidarity and seek just solu-
tions to global problems. The “left” is also heterogeneous socially and politi-
cally, and they live in countries in which election results determine what is
possible through parliaments and administrative policy. These are intended
to maintain the status quo and reproduce divisions of interest in such a way
that people of the “social lower” and the “social middle classes” do not form
alliances. But most of all they are directed against international solidarity
among the populations. However, leftists have to struggle to use these possi-
bilities in order to make other types of social development possible. They will
only succeed in this if they mobilise all their intellectual and organisational
capacities for co-operation aimed at finding solutions.

Four Challenges

Success presupposes that the left accepts four challenges. The following se-
quence does not denote an order of priority, because it is about simultaneity,
equal importance and interdependencies:
1) Finding, defending, using and expanding the spaces for political action.

This is, on the one hand, a question of dealing with objective contradic-
tions and, on the other, a question of defending and making use of dem-
ocratic achievements such as rights and standards. These questions are re-
lated to our capacity for solidary cooperation.

2) Positioning ourselves consciously within the tradition of European move-
ments of enlightenment, civil rights and human rights; becoming aware
ourselves and raising others’ awareness that progressive movements such
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as the labour, feminist, anti-fascist, anti-racist and anti-colonial move-
ments came into existence as international movements; that in Europe
being left simultaneously means acting as Europeans and in Solidarity with
the victims of oppression and of colonial and aggressive policies.

3) The sustainable improvement of people’s social and ecological living con-
ditions. The living conditions and rights of the most vulnerable in our
own societies, in the EU and in the world must come into political focus.
Again this is about simultaneity, i.e., not thinking and acting on behalf of
the poor of one’s own country first and those starving elsewhere in the
world later, but at the same time!

4) In accordance the vision of a society of free and equal people who live in
solidarity and feel responsible for ecology, the left needs to rely on active
protagonists and regard politically “passive” citizens as potential actors
too.

How is the left in Europe prepared for these problems, developments and
challenges? What resources do they have at their disposal and how do they
make use of them? Who do they see as the protagonists of the necessary so-
cial transformation; what can they do to influence balances of power; how do
they intervene and how convincing are their alternatives when it comes to
fighting the crisis, not least that of the EU and of the Euro? To what extent is
there a real existing and acting EU left and, beyond this, a Party of the Euro-
pean Left?

To come out of the social and political defensive, the left has to create new
political alliances. This presupposes the capacity to work together. Ultimate-
ly, local, regional, European and global developments must be monitored, de-
velopment opportunities and spaces of action analysed, and there must be
intervention in processes of social transformation.

Cooperation among left parties, their parliamentary groups and their par-
ty and party-related educational institutions is an elementary precondition
of the requisite learning processes, strategic capacity and growing political ef-
fectiveness. The Party of the European Left, the left group in the European
Parliament and the transform! network already are expressions of the capac-
ity of leftists to cooperate at the same time as being an opportunity for ac-
quiring more skills and for gaining social and political influence. These three
international associations bear a special responsibility for the development of
the left and its ability to build alliances.

The function of the left confederal group in the European Parliament,
GUE/NGL, consists principally of using the room for manoeuvre of parlia-
mentary action in order to strengthen the role of the European Parliament in
confronting the other European institutions. It must try to lend parliamen-
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tary weight to proposals emerging in close cooperation with the social, eco-
logical, peace and democracy movements. Another aspect of its role is to in-
tensify communication and cooperation between national parliaments and
the European Parliament.

The Role of GUE/NGL

Everybody involved knows that GUE/NGL represents a broad spectrum of
left parties in the EU. Its strength consists precisely in the fact that there is no
other cooperative project between left parties of comparably great differences
in the self-definition of those involved, of so dramatically different political
experiences and political cultures. At the same time this is also the source of
the GUE/NGL’s greatest weakness. So far a number of parties represented in
it hardly show any great wish for an increase in the European cooperation
and integration of the left. The parties’ executive boards struggle to see them-
selves as simultaneously local, regional, national, European and global actors.
Yet, if parties wanted to learn how to be actors of this type, they would be do-
ing everything to preserve the GUE/NGL, shape and use it as an opportuni-
ty for the European integration of the left. They would only nominate candi-
dates for the European Parliament with a capacity to communicate and co-
operate.

This means that the parties have to sit together at the same table, ultimate-
ly also in order to define what a “confederation” can and should be under
present-day conditions. This means dealing anew with the Lisbon Treaty
which it was necessary and right to reject. After all, it was this treaty which
gave more rights and assigned more tasks and legislative responsibility to the
European Parliament. Thus we need to exploit and exhaust all the scope for
action that it provides! 

The joint process of dialogue on political strategies must not lead to a sub-
ordination of some parties to others, to a loss of diversity. It must become
possible to develop more common left policies in the European Union and in
Europe together with all those interested and to the benefit of popular ma-
jorities.

In my opinion the left can, on the basis of the four challenges listed above,
discuss their points of difference and their contradictions, vigorously debate
and argue and at the same time jointly develop and realise common policies.

It is quite unrealistic to expect of the GUE/NGL, in the way it is now struc-
tured, that it can unite its members’ different inherited approaches to poli-
tics, i.e. that it can overcome the barriers and differences existing between the
different political cultures. This is not the task of the candidates nominated
by their parties who are expected to act according to election programmes
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adopted by the parties. Some parties want to view the European Parliament
only as a provider of additional resources for their national agendas and po-
litical struggles. The heterogeneity of beliefs held by the parties represented
in GUE/NGL with regard to the EU and the struggle against the EU crisis are
considerable

Behind the different positions and debates there lie deep differences in the
assessment of social and political power relations on both the national and
the EU level as well as in the conception of ways to transform them. This
leads me to the question: Is it enough for the left in Europe just to focus on
the current resistance to the shifting of the burden of the crisis onto the
shoulders of the most vulnerable, taking part in demonstrations and protests
against the austerity policies, alongside precarious workers, the core working
class, the unemployed, socially marginalised and excluded people?

In my opinion it is not enough, because history shows that people become
active if this activism is connected to the hope for a better life, a better soci-
ety. This means that we need to collectively work at formulating a common
vision of a democratic, social, ecological and peaceful Europe. This will only
work if we say “Yes!” to the question: Does the left want a deeper European
integration, are they aiming at more and closer cooperation as a solution to
the problems of society, the environment and of humankind, and for these
purposes do they want a European federation oriented toward human rights?

The transform! europe network, consisting as it does of 22 European and
left research and educational institutions from 16 countries, can do a lot to
help develop a left capacity to learn cooperation and thus to “see’” in a Euro-
pean way and develop a European left politics.

Thus the representatives of the European left parties in the EP need com-
munication within and between their bases as well as within and with trans-
form! They need impulses, protected spaces for discussion, moderation and
mediation, consultation, new knowledge, insights, experience and training.
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The elections on May 5 and June 17, 2012 have opened, in Greece, a peri-
od of profound change in the political scene. The two-party system has

been shattered and been replaced by a complex and fluid multi-party system,
with powerful tensions between two poles — the left and the right. These
elections have dissolved all the key components of the 1974 change of
regime, and especially PASOK, which has been at the centre of Greek politi-
cal life for the last 35 years. In particular, the two years between 2010 and
2012, the period during which the two Memoranda and extreme austerity
measures were implemented, has overturned all the structures and represen-
tativeness of the established political parties. At the same time, important
ideological re-alignments have emerged inside all areas of politics. A signifi-
cant side effect was the demobilisation of practically all the country’s tradi-
tional political activists, mainly PASOK’s.

This political and electoral earthquake on the Greek political scene is
linked to the rapid aggravation of social and economic inequality that has oc-
curred in the country in the recent period. The poverty of Greek households
jumped 20% from 2000 to 2011. The unemployment rate, which had been
stable at about 10% for several years climbed to 24% in April 2012. The av-
erage drop in wages and pensions reached about 45% compared with 2009.
Labour relations have been dissolved by the elimination of collective bargain-
ing agreements while the adoption of flexible labour at very low wages has
spread. About 40% of the small to medium-sized trading firms have ceased
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to operate while the average delay in wage payment in the private sector (for
both large and medium-sized firms) has reached 5 months. The 2012 elec-
tions took place in the context of the destruction of the social structures of
health, education, and the welfare state in general. Far from being occasion-
al and random, suicides and suicide attempts have increased by 1000%, as has
the emigration of the most highly-trained 24-40 year olds. This social con-
text has had a strong and divisive political impact: the country’s political or-
ganisations have been “objectively” divided into those for and against the
Memorandum, with the parties of the old two-party system (ND and PA-
SOK) included among the former while the smaller ones, particularly those
of the left, constitute the second group. The explosive illegitimacy of the
Memorandum policies was the defining factor in the electoral rise of the left
and the spectacular fall of PASOK and ND.

Within this new set of social circumstances, the Greek elections indicated a
different political reality and revealed a new structure of political representa-
tion. Indeed, the party system is still in a transition phase. At present, it could
be defined as a “polarised multiparty system” since this seven-party parlia-
mentary scene is characterised by two major and simultaneous splits: a) the
split between left and right (above all defined by the opposition between
SYRIZA and ND) and b) a split between those political forces that are against
the Memorandum and those that are in favour, defined essentially by the po-
sition taken by political organisations on the priorities of the coalition gov-
ernment. Among the anti-austerity political forces are SYRIZA, KKE and
ANEL (Greek independents) (a party of the populist right resulting from the
breakup of ND and close in terms of its economic and social programme to
the left). Among the parties in favour of severe austerity policies are ND, PA-
SOK, and DIMAR (Democratic Left). The seventh political party, Golden
Dawn, is close to Nazism and is trying increasingly to claim a special role
within the “family” of the right, as shown by the slow change in its ideologi-
cal agenda on issues such as immigration and an “anti-left” rhetoric, which
positions it among the political forces in favour of the Memorandum.

To be more precise, the social structure of the June 17 vote shows three su-
perimposed polarisations: by age, by profession/class and by geographical area.

Polarisation by age

The June 17 electorate can be divided into two quite distinct categories as is
presented analytically in Table 1: on the one hand, people between 18 and 54
years of age and, on the other, those over 55 (and particularly over 65).

The first group voted for SYRIZA first and ND second and gave a very low
score to PASOK, whereas the second group saved PASOK by giving it a final
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score of 12%. Indeed, if one compares the youngest (18-24) with the oldest
(over 65 years) the divergence is even more striking. The 18-24 year olds ex-
pressed their preference by giving SYRIZA 45.5% while the over 65s gave ND
49.5%. The 18-24s gave PASOK barely 2.4% while the over 65s increased its
score to 19.1%. In general the old ND — PASOK two-party system managed
to survive in the oldest age group but collapsed among the youngest of the
working population.

Table 1

Source: Institut VPRC, pre-election and post-election polls.

The vote by “profession or class” 
The second important division in the electorate concerns the difference by

profession or class. In the June elections there was a strong class polarisation,
a polarisation that had been much attenuated since 1995 thanks to PASOK’s
“modernisation” trend. This is clearly seen in Table 2 in ND’s case and, more
generally, for the right as a whole, to which the business classes and employ-
ers allied themselves (35.9%) while also giving a striking 29.3% to Golden
Dawn. In this category of the active population, PASOK managed to win its
best electoral score with 17.2%. ND’s second best electoral score was with the
independent farmers (39.5%) — a group that, at the same time give a sub-
stantial 7.5% to Golden Dawn. Overall we see that ND’s electorate consists of
an alliance of the business and employing classes, farmers, especially those
with medium-sized farms, and the inactive population. This is seen by its
clear lead among retirees, whether from the public or private sectors.

The opposite is true of SYRIZA. This is the first time in its long history that
it has gotten votes of such an intensely popular and class character, to the
point that its electorate has become obviously transformed into a political
configuration completely different from what its electorate had been up to
the last two elections. Among the wage earners of the private and public sec-
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tors, SYRIZA won 32.5% and 32% respectively, becoming the top political
choice for them. Among the unemployed it won 32.7% of the vote, while
among the small and medium artisans it scored 32.6%.

Alongside this overall rating, it is very interesting to examine certain sub-
categories as shown in Table 2, in which we see that SYRIZA scored 27.1%
among public sector skilled workers and 34.9% among the public sector
middle-level managers. Among the lower level staff of the private sector,
SYRIZA won 34.2% while winning 30.2% among skilled workers. Overall,
SYRIZA today, judged by its electoral composition, is a coalition between
wage earners (especially middle and low level wage earners), the unemployed
and small independent artisans and professions

Table 2: Vote distribution by socio-professional categories

Source: Institut VPRC, Pre- and post-election polls
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This class vote can also be brought out by using the Alford index, a classi-
cal index used by political science for indicating class, but which is not com-
pletely reliable due to its simplifications. The Alford Index is calculated by
subtracting the percentage of non-manual workers who voted for “left” par-
ties from the percentage of wage earners who voted for the same parties. The
Alford index measures the class vote using a scale of 1 to 100.

In Table 3, this index is applied based on the voting of the bourgeois class-
es and the middle bourgeoisie (employers, heads of firms, upper manage-
ment of the public and private sectors) as against the voting of the wage earn-
ers and unemployed.

Table 3: An index of class voting in the June 2012 election using the Alford index 
(in percentages).

Source: Institut VPRC, before and after polls.

This table shows the high level of class voting in SYRIZA’s electorate. At the
same time, it indicates the important class element in the electorate of the
popular right ANEL (Independent Greeks), which shows an electoral base
convergent with that of SYRIZA’s social base. KKE’s votes exhibit less class
voting.
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Polarisation according to regional and class criteria

Categorising the votes by social class and profession can also serve for an
analysis of regional criteria, based on the socio-professional appearance (s/p)
of the locations. Table 3 clearly indicates the distribution of the vote among
all the parliamentary parties in the fundamentally bourgeois, middle bour-
geois, medium-salary regions of the country’s major urban agglomerations.

Table 4: The geographic distribution of the vote 

Source: The Ministry of the Interior: election results of June 2012 

Some preliminary conclusions regarding these results by regional criteria
can be drawn:
a) In both ND’s and SYRIZA’s votes, a fairly strong degree of class voting can

be confirmed. ND was preferred by regions whose dwelling locations had
a middle-upper and upper level social-political physiognomy. On the oth-
er hand, it was above all the popular regions – workers and middle stra-
ta – that voted for SYRIZA, the latter being under-represented in the up-
per-middle and upper-level regions.

b) PASOK succeeded in holding on to comparatively good percentages in the
upper and middle regions, which reveals the radical change in its electoral
base. Indeed, in all categories it lags behind the average rate it had previ-
ously scored in urban regions, showing that PASOK’s support was, above
all, from the rural outskirts rather than the major urban agglomerations.

c) The composition of ANEL’s (Greek Independents) electorate is particu-
larly interesting: it exhibits a powerful base at the core of the popular re-
gions and among wage workers (its percentages surpass the average per-
centages of the urban regions); whereas it is not at all strong in the upper
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and upper-middle regions, and is under-represented in the middle-level
regions. The regional vote of this party is instead close to that which a
“left” party would have and to that of a typical right or extreme-right par-
ty, despite that fact that previously, in certain particular cases, strong pop-
ular influences were seen in right-wing parties. What is probably involved
here is a party that presents a “transitory choice” for the popular/working
classes of right-wing tradition who may in the years to come either turn
to the left or to a kind of ideological rhetoric related to the fascist extreme,
such as Golden Dawn’s.

d) Golden Dawn also scored a “popular class vote”, similar to that of ANEL.
It had a quite strong electoral score in the popular-working class regions.
This differentiates it markedly from Greece’s oldest extreme-right party,
LAOS, which was a pluralist party with strong influence in upper and up-
per-middle class regions. With a tougher agenda, Golden Dawn clearly
has a more popular support. Golden Dawn’s “geography” reflects a con-
figuration within the political system, which is by no means incidental.

e) DIMAR is centred on the upper-middle regions, with very little represen-
tation in working class/popular regions. This party seems to have a par-
ticular ideological-political audience that is oriented more toward the
moderate centre-left camp. It is located in the same social space as PA-
SOK.

f) Finally, KKE had the same electoral base in the 2012 elections, which it
had throughout the whole period of return to democracy: an electoral al-
liance of the middle classes and the popular/working classes in which the
former tend to dominate. During the last legislative elections, its internal
“direction” has shifted toward the wage workers without modifying the
overall image of this party.
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The capitalist social formation finds itself in one of its major crises. The
economic and financial crisis has primarily struck the centres of capital-

ism. Yet, the current great crisis not only shows all the signs of an economic
crisis, but is over-determined by further crisis dynamics such as those of raw-
material supplies, climate, environment, of education, gender relations and
food. This justifies our speaking of a multiple crisis of global dimensions.
One of the features of this multiple crisis is that it is also a crisis of politics:
that is, of the class compromise, of democracy and the state (see Poulantzas
1976; Demirović 2011).

Democracy and capitalism

According to a bourgeois self-conception, the market and democracy are
not only interconnected historically but also logically. In this case a crisis of
market processes would have to go hand in hand with a crisis of democracy.
However, this poses the question of the cause and effect. From a liberal point
of view the market is seriously disturbed by political intrusion into the self-
regulatory economic laws of supply and demand. The competences of dem-
ocratic institutions are then said to be overstretched. In order to comply with
the electorate or their own interests, politicians would tend to transcend the
logic of political institutions, which had originally served to guarantee the
general framework for the smooth functioning of economic processes.

Democracy in Times of Crisis

Alex Demirović



From a social-democratic left perspective such state intervention is consid-
ered both necessary and desirable – necessary because, internally, economic
reproduction itself leads to crises. Thus, correction by state regulation is re-
quired. To achieve this, there is a comprehensive set of political instruments
which function through state revenue derived from taxes, public-sector bor-
rowing and state-owned companies – and through regulation and money
spent in the labour market, education and training, infrastructure or re-
search, in foreign trade or currency. Such intervention is considered desir-
able, because it is in keeping with the interests of voters, that is, it secures a
broad, democratic basis for the state. Market and democracy allegedly in-
volve different logics of action: in the case of the market the logic is that of
money, the stability of its value and the capacity to create demand associated
with this stability.

This logic also includes the logic of poor and rich. The rich are able to ex-
ert influence on the media and politics by sending representatives of their in-
terests into the parliamentary lobbies or the ministries, buying politicians or
becoming actively involved in politics themselves and so appropriating the
state like their own private company. The logic of democracy not only com-
prises equality before the law but also equality of votes. Parliamentary ma-
jorities can thus be created which override the interests of the few wealthy
people. This would work the better, the less the state is merely a public secu-
rity force guaranteeing the external legal framework, and the more it is a wel-
fare state intervening in the economic cycles. In this way it is possible also to
integrate the interests of broad groups of the population in the actions of the
state and to create a broad, democratic consensus supported by a broad al-
liance of antagonistic classes (cf. Streeck 2011).

On the other hand, based on the Marxist theory and critique of the state I
would like to argue here that the state and representative democracy are au-
tonomous and that therefore political action in the area of the state actually
follows a different logic. Yet, this logic does not fundamentally stand in con-
tradiction to capitalist conditions. The basis for this assertion is that the cap-
italist mode of production is in part defined by the separation of relations of
production from state authority. Authority assumes the political form of the
state. This turns the feudal conditions upside down: under the latter, the aris-
tocratic owners acknowledged that they had been given the property rights
and the rights of use of land, peasants and serfs by the feudal overlord. Au-
thority was a personal relationship and directly political. Under capitalist
conditions the appropriation of social wealth occurs in the form of private
legal relations between formally equal and free participants in the markets.

Under “normal” conditions, the tasks of general importance are delegated to
the state by property owners pursuing their private interests, with the state
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protecting these owners, but not itself possessing power or itself becoming a
super-owner. Political authority is to guarantee the cohesion of the owners of
capital who are privately competing against each other (but who are very few
in numbers and moreover do not bear arms) vis-à-vis the social classes they
exploit and to guarantee protection from external dangers. The state has three
tasks in particular: a) to guarantee the general conditions of reproduction:
money, measures, taxes, the law, education, traffic; b) to organise the control
over, and consensus among, the ruled classes and c) foreign trade and military
protection. Yet, this transferral of power does not just relieve the owners of the
responsibility of ruling; from now on they also have to be on their guard that
the general interest of the state is not determined by particular interest groups
in such a way that they are themselves put into a disadvantaged position.

Inevitably there will be conflicts over the definition of the common good,
since the interests of the individual owners of capital in relation to each oth-
er and also in relation to those ruled are different. Some of them require a
well-trained work force, seek defence contracts with the state or extensive in-
frastructure measures, others consider these to be unnecessary burdens and
a competitive disadvantage. To prevent the definition of the common good
from being arbitrarily taken over by the state administration or particular
forces among the bourgeoisie, parliament was developed as a political organ.
It makes the formation of political will and decision-making transparent; in
shaping the future, negotiations between the different and partly very contra-
dictory interests of the bourgeois class can produce an equilibrium; decisions
once made can be revised; elections and party coalitions make it possible to
give a temporary position of predominance to other interest constellations in
an orderly way. Through parties, a politically calculable, identifiable and ac-
countable political personnel is established whose task is to assert the will of
parliament vis-à-vis the administration, so that compromises once arrived at
and mediated by the public administration and the national media and pub-
lic spaces, can be implemented over the entire territory of the state as the col-
lective will. This is by no means to be taken for granted, because the unifica-
tion of administration is in itself a political activity; and in several spaces par-
ticular constellations of power and compromise can develop, which can frag-
ment the administration.

I want to be very clear: my thesis is not that democratic politics is function-
ally subordinated to the imperatives of capital valorisation. In fact, it is the
other way round: the state is that political form in which the bourgeois class
organises itself as the ruling class. Politics is autonomous, because only by
this autonomy is it possible for bourgeois forces to strike a balance between
their own divergent interests without undermining their common founda-
tions of appropriating the living labour power of wage dependents, of the
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valorising and exploiting of nature and of the sexist and racist control over
human beings.

Representative democracy should not be understood from the perspective
of formal, equal and general suffrage. It is the form in which the fundamental
bourgeois conflict between the general and the specific is fought out. In this
conflict there have always been attempts to appropriate power of the state in
favour of the conception of the interest held by particular groups and in that
way to bring the democratic process to a halt. Therefore the bourgeoisie has
created a number of civil society forums for discussion, committees, organi-
sations and networks which closely monitor the state and civil society itself.
They are to guarantee that society is not disturbed in its reproduction, the
state is not weakened and their respective interests not ignored. In cases of cri-
sis, through civil society processes of reaching consensus, agreements can be
reached to disempower parliaments and transfer their power to special state
apparatuses (such as the military, the police) or to an authoritarian party (fas-
cism) which penetrates the state with forms of civil-society power.

Such consensus-finding processes also include the interests of segments of
the lower classes in order to form respective alliances with them. Such al-
liances can be very comprehensive and can affect labour relations, wages and
social transfers, consumption, education, opportunities for upward mobility
or the right to participate. Even the number of jobs made available in the pub-
lic sector is a means of such a class compromise. Nevertheless, the concept of
democracy should not be abandoned by the left simply due to this historical
constellation – because in the future even if the bourgeois class no longer de-
fines what is considered the common good, even if democracy no longer
means the negotiation between different fractions of the ruling classes with
the partial taking into account of the interests of subalterns, there will still be
conflicts between the general and the particular for a long time. Therefore it
was one of Marx’s aims to promote general and equal suffrage in all social
spheres. The understanding of democracy should no longer be reduced to the
subalterns’ right to have a say in the decisions made by the rulers but should
be transformed to mean the self-government of freely associated people.

2. The crisis of democracy and the current situation

Parliamentary representative democracy is never completely secure. It re-
peatedly comes under pressure because individual groups of the bourgeoisie
and their spokespersons ask themselves if the complicated processes of nego-
tiation are not too restrictive and do not hamper their future freedom of de-
cision too much. In the young history of parliamentary democracy – which
in the OECD states was more or less fully established only after the First and
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more completely after the Second World War – there have been recurrent
crises of democracy. Major crises occurred such as the exceptional form of
fascist state or military dictatorships. On a less existential level, democratic
mechanisms are hollowed out or threatened by emergency laws or the tem-
porary suspension of civil rights, by employment bans, secret service opera-
tions (dossiers, blackmailing, the committing of crimes even including mur-
der, secret prisons), police provocations, measures of surveillance of party
members or publications as well as police measures (prohibited zones for
demonstrations, requiring demonstrators to register with the police), the
surveillance of public space, and through corruption and informal power
networks as well as secret networks (the P-2 Lodge in Italy or the “deep state”
in Turkey). On the civil-society level anti-democratic forces such as right-
wing or right-populist parties, magazines, publishing houses, music bands or
groups and gangs prone to violence represent a permanent menace. Thus
there are always crises of democracy; it is the forms that vary.

At any rate, there is a kind of pacification or reassurance discourse that also
belongs to parliamentary democracy, in which the bourgeoisie convinces it-
self, or lets itself be convinced, that although there may be bourgeois-author-
itarian alternatives to parliamentary democracy, the latter is still the best of
all bad political forms. Each faction knows that it cannot permanently assert
its power if it attempts a permanent occupation of the political institutions
of the state in its own interest. Pacification consists in the self-assurance that
decisions made in parliament take different interests into account, that is that
they are based on compromises and a wide range of information, that in case
of doubt these decisions can be taken back, thus avoiding obstacles and
counter-mobilisations that could impede their implementation (for exam-
ple, in Germany the turnaround in nuclear policy after the Fukushima acci-
dent). In fact, the complexity of the decision-making process helps make the
decisions last longer, makes them more efficient and generates less resistance.
This also holds true as regards the lower classes. They are included, their rep-
resentatives are involved in a broad network of participatory bodies (parlia-
ment, broadcasting corporations, social security agencies, unemployment
administration and the co-determination committees of companies; citizens’
initiatives, NGOs), and their interests are taken into account (working hours,
protection from firing, training, declaration of the general application of col-
lective agreements).

This taking into account of the interests of the lower classes requires con-
cessions on the part of the bourgeois class and not only restricts the room for
manoeuvre in political decisions but also the power of control over societal
wealth. Neoliberalism can be understood as a strategy to dissolve the com-
promise established through and embodied by parliamentary and democrat-
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ic institutions and to abandon any concessions to the subaltern social classes
– or to adopt them only in a very flexible and temporary way. This practice
was first made possible in the 1970s and has increasingly been implemented
since the 1990s by outsourcing production to Eastern and Southern Europe
as well as to Eastern and South-Eastern Asia and by access to a highly quali-
fied workforce as a consequence of immigration and high unemployment.
This permitted enormous pressure to be put on social standards and on the
wages for which wage earners have to sell their labour. The Fordist class com-
promise was attacked with varying degrees of ferocity and dissolved, and
with it the welfare-state democracy of the post-war era which was based on
it. To describe this phenomenon, Colin Crouch (2008) has developed the
much-discussed concept of “post-democracy”. Although it accurately cap-
tures certain phenomena, it does not completely fit the situation. With it,
Crouch denotes the fact that elections are still held, yet the majority of citi-
zens play only a passive role with real politics being made by the elected gov-
ernments and elites behind closed doors and in favour of the economy. Bore-
dom, frustration and disillusionment are described as spreading. This cri-
tique, correct as it is, hardly describes something new, as such trends have
been continually observable for many decades. To be sure, these phenomena
are not benign, but at the same time they reveal little of what is particular to
the current situation. In addition, Crouch’s critique tends to make us passive.
If in the 1960s – as with Johannes Agnoli or Jürgen Habermas – there was an
impulse to revitalise democracy, Crouch’s theses are problematic in that he
derives a sort of inevitable decline of democracy from this development: we
are said to have arrived at the end of the parable of democracy as a political
system (ibid., 30) – the arrival of post-democracy cannot be reversed. In this
Crouch is not pleading for a comprehensive new version of the project of
democracy which could go beyond a mere reform of political democracy and
comprise our entire social co-existence and relationship to nature. At best he
sees a possibility of delaying the current negative development somewhat.

There is no more secular trend toward crisis than there is toward democ-
racy. Rather, there are cycles of democratisation and crisis. These crises of
democracy take specific forms and are closely linked to the forms of concrete
capitalist socialisation and the compromises between the different social
groups and classes. What is specific about the current crisis of democracy is
its relation to the dissolution of the Fordist class compromise and the devel-
opment of a finance-dominated accumulation regime. It arose as an answer
to the crisis of over-accumulation which had become increasingly apparent
since the 1970s: surplus capacities and the increasing difficulty of profitably
investing the huge masses of surplus money capital, whose value had at the
same time to be protected from inflationary trends (which were the conse-
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quence of struggles for higher wages). The finance-dominated accumulation
regime emerging in the 1990s is characterised by the increase of the financial
industry’s share in added value and profits, by shareholder-value, i.e., the
control of companies by institutional investors, the capitalisation of public
agencies, by the increase of profits which also industrial enterprises reaped
from financial transactions. This was made possible by a wave of deregula-
tion, in particular affecting the financial markets and opening new business
models to investors, and by privatisation of public property.

In 2008 and 2009 this accumulation regime led to a dramatic crisis of the
capitalist mode of production and the bourgeois social formation. Since then
we have been witnessing the implementation of a dense chain of emergency
measures and exceptional state practices. In 2008, David Harvey spoke of a
financial coup d’état that had taken place in the USA after Secretary of the
Treasury Henry Paulson encouraged mobilising public resources of several
hundred millions of US Dollars to purchase toxic papers and thus maintain
the liquidity of banks. Similar measures were adopted in Germany. After only
a few days of parliamentary deliberation, the Special Fund for Financial Mar-
ket Stabilisation was established in October 2008. This gave a very small
number of people the right to decide over public resources in the volume of
500 billion Euros to be used for protecting the banks. This so-called adviso-
ry board was not responsible to parliament; in fact, the parliament’s budget-
ary rights were restricted and a kind of emergency government created (see
Demirović 2009).

The logic of the emergency scenario also determined the further course of
action of the German government, the Euro Group as well as the EU Com-
mission. A variety of mechanisms were developed which are not provided for
in the treaties and procedures of the EU. Austerity politics vis-à-vis Greece is
implemented by the so-called Troika: EU, ECB and IMF. In Greece and Italy,
so-called governments of experts, headed by Loukas Papademos and Mario
Monti respectively, were installed to provisionally replace the elected govern-
ments. In his function as president of the Greek Central Bank, the new Greek
prime minister was responsible for Greece being allowed into the Eurozone
with manipulated statistics; Italian prime minister Monti was an advisor for
Goldman Sachs after stepping down from his post as European Commission-
er for Competition. Mario Draghi, President of the ECB, was head of the Eu-
ropean branch of Goldman Sachs. Jörg Asmussen, now responsible for crisis
management in the ECB’s board of directors, was state secretary in Ger-
many’s Ministry of Finance and a member of the steering and advisory board
of the Bank Rescue Fund; he was heavily involved in the development of a
particular finance-market friendly legislation (the allowing of hedge funds)
and active for a lobbying organisation. As in the USA, crisis management also
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in the EU is conducted by persons with close ties to the financial industry
who obviously guarantee that regulations remain weak and suit the interests
of the owners of wealth – and thus that their assets and the value stability of
their assets are secured or, put another way, that the crisis dynamic is not
overcome through appropriate measures but that the social state is further
dismantled for purposes of these unrealistic goals while the degree of ex-
ploitation of wage workers is increased. The attempt of former Greek Prime
Minister Papadopoulos to submit the austerity policy agreed on with the
Troika to a referendum at the end of 2011 was considered entirely inaccept-
able by the forces in power. Germany requested the appointment of a com-
missioner to watch over the implementation of the austerity measures; in ad-
dition, rumours were heard that within the ranks of the EU bureaucrats and
the German federal government a military dictatorship was seen as an op-
tion. The authorisation of a 130 billion Euro loan was tied to the condition
that a frozen account would be established, which was not to be controlled
by the Greek state. Parliaments and populations are thus largely excluded
from the political decision-making processes. In late 2012, the decisions of
the Budgetary Pact (introduction of the “debt brake”, debt reduction, auto-
matic sanctions, a structural adjustment programme, mainly directed against
the social rights of wage earners) were laid down in an inter-governmental
treaty outside the EU’s legal framework and relevant procedures. This means
that treaty negotiations, decisions and implementation largely occur outside
the framework of democratic procedures and publicly controlled responsi-
bilities. Crisis management is thus tightly controlled by representatives of the
asset owners who pursue their measures in a series of emergency operations.
The formal, democratic-parliamentary state is not eliminated or replaced as
is the case in forms of emergency state but is rather complemented by a kind
of emergency regime operating in parallel with it. Even in bourgeois circles
this development is clearly encountering increasing uneasiness. “At a Euro-
pean level ad hoc-agencies and opaque institutions which can disappear to-
morrow decide over billion-Euro sums in late-night meetings. In Italy and
Greece, expert cabinets of questionable political legitimacy have been put
into office for this purpose. Elections or referenda are nowhere welcome, be-
cause democracy takes time and time is money and of that there is never
enough” (Frankfurter Allgemeine Zeitung, March 5, 2012).

However, such emergency-state practices which undermine democracy are
rooted in a context characterised by further anti-democratic dynamics. In the
everyday culture of many people the Catholic Church plays an important and
problematic part: it fights abortion rights and gay marriage; in Spain it is
closely linked to the PP which is opposed to coming to terms with the past. In
a similar way this is also true for Hungary, where in the name of the struggle
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against totalitarianism, the memory of the fascist tradition is largely blotted
out. Even if they do not take place in Europe, the authoritarian practices wide-
spread in the USA are by no means unimportant, among them the struggle of
the Republicans against abortion rights, the social welfare state and public
health and pension insurance. But also the fact that Guantanamo still exists,
that its inmates, being so-called “enemy combatants”, have no rights at all, is
as serious as the “National Defense Act” signed by President Obama in De-
cember 2011, which allows the army to imprison any US citizen suspected of
terrorism for an unlimited time and without judicial control.

The protests organised in some countries have so far had little effect. The
participants – Greeks, Italians, Spaniards and Portuguese – are protesting by
themselves and with a view to their own governments. The danger of a relapse
into a new nationalism is real. Instead, Europe-wide forms of political discus-
sion are necessary, for example, within the context of Attac, the joint protest
of the social movements (such as in Frankfurt in May) or the European trade
unions. Those among the working or petit bourgeois classes are blind if they
believe they will be spared the austerity measures. Moreover, these measures
will contribute to the deterioration of the economic situation, because the
German model (focus on exports, low wages, debt brake, government cut-
backs) cannot be generalised. To preserve and strengthen democracy it is nec-
essary to demand, to strengthen and to advocate democratic rights not only
on a national, but also at a European level. Democratisation of the European
Union is long overdue. This process of democratisation must not restrict itself
to strengthening parliament and creating a European public. Rather, it has to
envisage, alongside the democratisation of all areas of everyday life, a democ-
ratisation of the economy, that is, of labour relations, the investment function
of companies as well as the democratisation of credit. Such democratisation
can only be realised in the form of a democratic socialism.
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It was already clear from the parliamentary and presidential election cam-
paign itself that President Vladimir Putin’s rise to power would prolong the

conditions in which the left operate. During the campaign Putin again man-
aged to employ the trump cards which the KPRF (Communist Party of Russ-
ian Federation) and the so-called “patriotic opposition” had considered their
own. Putin attracted voters with his rhetoric about Russia’s standing as a
great power, and took advantage of growing nationalist feeling fuelled by the
military operation in the Caucasus.

This consolidation of presidential authority, however, was linked not only
to Putin’s personal image (Putin was the clear winner in comparison with
Boris Yeltsin) and the exploitation of great-power, nationalist emotions. An-
other important factor affecting the balance of forces on Russia’s political
stage was the stable economic growth which began in 1999, mainly due to an
increase in oil and gas prices (the main sources of export income in Russia)
and a number of other favourable economic conditions. The 2008-2009 cri-
sis did not radically change the situation. But social differentiation in Russia
is growing and is greater than in the US and 2 times greater than that of Swe-
den. Poverty is also at very high levels.

Internal political life in Russia during the last decade can be characterised
as restricted democracy, in which opposition can only operate within the
space strictly limited by the President’s administration.

Changes in the labour movement have also affected the position of the left.

Left Political Forces in Russia

Aleksander Buzgalin

144



In the first decade of this century strike activity was noticeably down; there
was no increase in industrial action, because previously almost every strike
had been related to delays in wage payments; when the economy is growing
or more or less stable such delays are less frequent. The labour movement
showed that it was unprepared to put forward any other demands.

Among really active social forces in modern Russia one finds mainly “ordi-
nary” intelligentsia-based movements. Among the most well-known exam-
ples is the struggle to save Khimky Forest through the systematic actions and
mass internet campaigns of the movement Education for Everybody and
through thr protest actions and meetings of citizen networks.

In the current situation we have two more or less left opposition groups
(Communist Party of the Russian Federation and Just Russia) in the Duma
and various sorts of extra-parliamentary opposition.

Opposition to His Majesty

Main characteristics of the KPRF by key parameters
A. Membership: the biggest opposition organisation. Formally it has 500,000

members; in reality it has less than 100,000 activists. It holds 20% of seats
in the Duma.

B. Economic program: mixed economy with domination of the state in
spheres such as raw-material extraction, power plants, education, health-
care, rail and some other transportation sectors; market economy with
strong state regulation; high level of social redistribution and guarantees,
nationalisation of “oligarchic capital”.

C. Political goals: democratic multi-party system with freedom of speech
and other traditional democratic values. In reality, however: support by
its main leaders and “ordinary” members for the Stalinist model of the
USSR.

D. Ideology: socialist slogans with a substratum of “patriotic” Russian tradi-
tional values, support of the values of the orthodox church, Stalinism.

E. Internal relations: authoritarian model, strong centralisation, abolition of
any opposition (in fact, a democratic socialist and more radical left oppo-
sition does exist within the party, but informally).

F. Real policy: mainly anti-Putin in party declarations, but without any
strong anti-Putin activism, pragmatic, mildly left. Voting in the Duma: in
economic and social questions – against Putin; in geopolitics – often sup-
ports Putin.

G. Extra-parliamentary activity – very weak.
H. Main social base: low-level state employees, poorest part of intelligentsia,

sufficient minority of pensioners.

Left P
o

litica
l Fo

rces in
 R

u
ssia

145



First, we have both the formal (administrative) and real domination of the
pro-Putin party United Russia. This success was mainly due to its intention
to operate on the opposition’s territory – great power politics, “state patriot-
ism” and other elements from the basically conservative end of the political
spectrum – and it was rightly and easily ousted by the authorities, which de-
cided to switch to a great-power model for Russia’s barbaric semi-capitalism
(“Capitalism’s Jurassic Park”). This brought about a sharp decline in the po-
sition and role of the KPRF in the Duma.

Second, discontent is growing within the KPRF. At the same time, the dif-
ferences in the political positions of the party’s leaders, members and sup-
porters have become much more obvious than they were.

The discontent is not new. Rank-and-file members have had plenty of rea-
sons to condemn the party leadership and the parliamentary group for their
excessive loyalty to the authorities.

The policies of the so-called “red” regional leaders caused even more anger.
They were reproached for putting friendly relations with the Kremlin at the
top of their agenda, rather than using their powers in the interests of ordi-
nary people – particularly to bring about a radical change in social and eco-
nomic policy. They were also rebuked for not using their authority to sup-
port the political struggle of the left.

Other members of the KPRF (mainly rank and file members of the party
in the provinces) and supporters of the radical left opposition (particularly
the Russian Communist Workers Party (RKRP)) were highly critical of
Putin’s policy from the outset. They pointed out that Putin was relying on
economic advisors of the liberal right to draw up his socio-economic pro-
gramme. Indeed, the practical steps the presidency has taken attest to the fact
that Putin is prepared to pursue a policy of further economic liberalisation.

Just Russia

Main characteristics of Just Russia by key parameters.
A. Membership: formally 50,000 members, really less than 10,000, a few

hundred militants. 7% of seats in the Duma.
B. Economic programme: mixed economy with domination of the state in

such spheres as raw-material extraction, education, healthcare; market
economy with strong state regulation; high level of social redistribution
and guarantees (very similar to the KPRF).

C. Political goals: democratic multi-party system with freedom of speech
and other traditional democratic values. JR stresses the role of civil soci-
ety, but in reality supports all of Putin’s principal political measures and
actions.

146
C

h
a

ll
en

g
es

 f
o

r 
th

e 
Le

ft



D. Ideology: social-democratic slogans with some elements of mild “statism”
and patriotism. Non-articulated criticism of Stalinism.

E. Internal relations: very dispersed circle of MPs (from former KPRF until
it acquired former Zhirinovsky party members), very pragmatic forma-
tion of the party leaders; mild authoritarian model; mild centralisation;
very diverse types of members (“everybody is in opposition”)

F. Real policy: very flexible and pragmatic, mildly left. Voting in Duma: in
economic and social, questions – sometimes against Putin; in politics and
geopolitics – supports Putin.

G. Activity outside the Parliament – weak, but greater than that of the KPRF.
H. Main social base: middle-class intelligentsia, minority of pensioners,

some middle- and low-level state employees.
The party was created mainly due to Putin’s presidency as an alternative to

the KPRF, but now, because of the attack on its leader Mironov, it has become
much more radical in its criticism of United Russia and government policy.

Extra-parliamentary opposition

There are different forms of the very mild (umbrella-type) and contradic-
tory integration of the democratic liberal anti-Putin groups (Kasparov
group, human-rights NGOs, elements of Gorbachev’s social-democratic par-
ty, and so on) and radical left groups (Left Front, the Limonov current and
some small groups). Main goal: establishing the real democratic institutions
and, at a minimum, guarantees for opposition activity. Main forms of activ-
ity: protest meetings, demonstrations, internet campaigns. A relatively big
role is played by the network of different NGOs and social movements, asso-
ciated with the Russian Social Forum. Among the most active are:

Small independent trade unions (teachers, students, air-traffic con-
trollers, car-assembly workers);
the movement Education for Everybody (network of NGOs and move-
ments against the further privatisation and commercialisation of educa-
tion);
networks of regional movements in defence of the rights of citizens
(mainly in big industrial cities);
ecological networks;
human-rights organisations;
intellectual left-wing networks (“Alternatives”) and so on.

Main basis for unity: defence of social and civil rights. Main forms of ac-
tivity: social forums (3 federal and more than 10 regional forums have been
organised), united actions (for example, in defence of Khimky Forest), inter-
net campaigns, educational and intellectual work.
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The basic income debate in Finland has been a lively one in recent years.
Both the political and the economic crises have caused people to ques-

tion whether the Scandinavian welfare system model is the best way to organ-
ise basic social security. Apart from some sporadic improvements, the system
has become more bureaucratic, controlling, humiliating and inflexible. It is
apparent that the welfare state no longer ensures against unemployment, but
controls and “activates” the unemployed job seekers (who are claimed to be
responsible for their own situation).

Almost all the political parties and actors in Finland have criticised the cur-
rent system for decades. Basic income has been one of the alternative propos-
als since the 1980s, mainly supported by the greens and the left. After the eco-
nomic depression in the beginning of the 1990s the number of recipients of
social assistance has tripled.The employment policy has become stricter: cuts
have been made to subsistence support which is the last-resort subsidy for
those without any other income, and job seekers are being forced to undergo
largely ineffective vocational rehabilitation or unpaid internships in order to
maintain their unemployment benefits.

A survey made by economist Jan Otto Andersson and Olli Kangas in 2000
showed the majority of Finns were in favour of some kind of minimum-in-
come guarantee, and basic income was approved by 63%.

Basic income has been promoted with various arguments. It has often been
seen as a tool to guarantee minimum income for all and as a way to fight

The Basic Income Debate in Finland

This article represents one point of view in the ongoing debate 
on the question of basic income.

Kaisu Suopanki
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against economic inequality by simplifying administration. It is claimed that
basic income would decrease the poverty and unemployment gaps that are
often typical of means-tested systems.

It was especially the movement of the precariat and the new left that has
wanted to oppose the commodification of labour. Basic income would make
the labour market more flexible and equitable for job-seekers because people
would not have to accept any job under any conditions just to earn their liv-
ing. For the small entrepreneurs it would make taking risks easier since one’s
personal income would not necessarily depend on the success of the business.
All these arguments have been used by different left groups over the years.

During the EuroMayDay protests in 2005 and 2006 the precariat move-
ment raised the question of basic income again. Its message was that the rap-
id precarisation of the labour market and the crisis of wage labour as an in-
stitution required a quick solution: basic income. One of the new ideas at that
time was that basic income would also be a way to finance autonomous pro-
duction outside of traditional wage labour. The discussion around basic in-
come continued on the grassroots level until the Greens unveiled their mod-
el for basic income whose effects on income distribution and taxation were
calculated by using a micro-simulation model. It was part of their campaign
for the 2007 parliamentary elections. With their proposal the Greens for sev-
eral years became the voice of basic income in the public debate. The propos-
al included a 440 Euro basic income and a 600 Euro guaranteed minimum
pension. Some needs-based and means-tested social benefits, like the hous-
ing allowance and discretionary subsistence subsidy, were left untouched.
The (left) supporters of basic income criticised the Greens’ model pointing
out that this level of basic income was too low for it effectively to prevent
poverty. It has been argued that the low level would, instead, force people to
work rather than provide a means of refusing work.

The model was also criticised for its lack of income-distribution effect. Its
funding comes from a two-tier income tax: for less than 60,000 Euros per
year the flat tax is 39% and for income above this the flat tax is 49%. In ad-
dition, the capital tax would be raised from 29% to 32%, some tax exemp-
tions would be removed and environmental taxes would be introduced.

The Left Alliance has been in favour of unifying social security since its first
party programme in 1990. It also demanded increasing the amount of social
security and spoke of a transition towards citizen’s income. Despite this, dis-
cussion in the party around basic income has been tense throughout its exis-
tence. For a long time the official party line was neither for nor against basic
income. The main opponents have been “the trade unionists”. They have
been adamantly against basic income, arguing that it would lower the gener-
al wage level and destroy the earnings-based employment benefit system.
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The Left Alliance adopted a favourable position on basic income in its 2010
party congress. On this issue the “red-greens” or “the new left” gained ascen-
dancy over the trade unionists.

The programme stated: “A left-wing basic income improves the negotiating
position of the workers in the labour market and increases the possibilities of
voluntary labour and entrepreneurship. It also reduces the dependence of
people on unfulfilling wage labour and social welfare structures. Basic in-
come means a social change towards people’s greater independence, makes
society less centred on wage labour, and it recognises that human activities
are worth pursuing even outside the wage labour structure”.

After the party congress the steering committee of Left Alliance created a
working group on welfare and basic income, with the task of preparing a doc-
ument on welfare and basic income for the party’s use. The working group’s
discussion paper was accepted at the steering committee’s meeting in March
2011. The purpose of the discussion paper was to deepen the discussion on
welfare and basic income. It also presented the party’s basic income model.

The proposal consisted of improving basic security and gradually transfer-
ring the welfare system to a basic income system. In the Left Alliance’s mod-
el all adults are paid a monthly basic income of € 620, which is wage-indexed.
In addition to this basic income it is possible to apply for a conditional grant
of € 130 (the conditions being unemployment, sickness, study, parental leave
and home childcare), totalling € 750. The universalised welfare system in-
cludes the unemployed, those receiving small pensions, those receiving ill-
ness benefits, maternal or paternal benefits or parental grants as well as those
who are receiving student subsidies, home care subsidies or entrepreneur
start-up grants. Basic income most benefits those living on welfare grants,
performing irregular or part-time labour and those with low wages.

The movement towards basic income occurs through harmonisation of the
welfare system, raising minimum benefits and increasing positive feedback
effects. Furthermore, the obstacles to taking salaried jobs are reduced, the
welfare-reducing effects of earned income are reduced and the processing
times of unemployment benefits are shortened. Pensioners receive an earn-
ings-related pension, which is complemented with a state pension and a
guaranteed pension of at least € 750. The earnings-related pension is paid on
top of the € 620 basic income so that the level of the total stays the same.

Basic income would cost the public economy an additional 1.2 billion Eu-
ros, and the raising of the taxable income lower limit to € 10,000 would cost
2.4 billion Euros. The € 620 basic income and the € 750 as welfare mean an
income transfer of 3.6 billion Euros, which is done by changing the income
tax structure so that income beyond the basic income is taxed at 30%-57%.
The first income tax bracket is € 0-7,200 of yearly income.

150
C

h
a

ll
en

g
es

 f
o

r 
th

e 
Le

ft



After the Left Alliance’s model was published, the discussion revolved
mostly around the Greens’ and the Left Alliance’s models, although Left Al-
liance still has only circulated a discussion paper, not announced an official
proposal of a model.

In May 2011 the Basic Income Earth Network (BIEN) Finland was found-
ed. It collected supporters of basic income scattered all over the political map.
In the end of March 2012 Finland’s BIEN launched a campaign for a citizens’
initiative for a universal basic income. Citizens’ initiatives can be considered
by parliament, if they are signed by 50,000 people. The citizens’ initiative pro-
poses a basic income that corresponds to the minimum level of current ba-
sic social security benefits, to be granted on an individual basis to all adults
permanently residing in Finland.

The initiative was drafted by a working group of people from different po-
litical parties and NGOs. Due to this initiative and the Left Youth of Finland’s
campaign for basic income, the topic became central again for the Finnish
media and for political activism. It got even more attention after the publica-
tion of the book Perustulon aika (“ Time for Basic Income”) edited by Johan-
na Perkiö and Kaisu Suopanki.

The general public began to be more aware of the idea. In June 2012 the
biggest daily newspaper in Finland wrote that the issue is now increasingly
being discussed in the terms used by the supporters of basic income.

Naturally, this forced the opponents to react. The common reaction has
been that a basic income would result in a low-wage, low-skill society. The
Central Organisation of Finnish Trade Unions’ (SAK) economist wrote
about basic income under the title “Basic income: expensive, useless or aw-
ful”. Most of the arguments were quite arrogant, exhibited lack of familiarity
with the different models that had been proposed or were based on a super-
ficial absorption of them. Even though SAK doesn’t have an official position
on basic income, after various public utterances it made it would seem that
SAK’s statements on basic income are intentionally negative. This is despite
the 37% of respondents in their own survey, who supported a citizen’s wage,
which essentially amounts to basic income, in 2008.

It is quite hard to say what the real “threat” is that motivates the union’s re-
sistance to basic income. One of the threats is probably the possible effects on
collective bargaining agreements. This is a real issue that deserves more dis-
cussion. Still, SAK is not even ready to assess different courses of actions on
this matter. The main concern seems to be that basic income would increase
low-wage jobs, though this could be easily fixed by enacting a minimum-
wage law.

The problem is that while supporters of basic income are developing their
arguments and visions, the other side is not even willing to discuss the issue
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on a rational level. Most of them side-line the whole discussion with one-lin-
ers not always based on facts.

As basic income is increasingly becoming feasible, opponents should either
sharpen their counter-arguments or be ready finally to consider the idea. If
the opponents are not willing to accept basic income, they should present
their own alternative solutions to the problems of the current social welfare
system. If basic income is becoming reality, the unions ought to participate
in the process to avert undesirable consequences and ensure that the system
is built on the left’s terms.

In the fall of 2012 the debate no longer connects so much to the various
models. This is progress. The discussion has migrated from the movements
and is now being discussed by experts and parties. Still, the parliamentary left
and the Left Alliance lack a future vision of the society they would like to
build with basic income. Most are still afraid to talk about this basic question
other than in terms of changes to the bureaucracy. Instead, it is necessary to
concentrate on the concrete level and aspects. What can we achieve and what
kind of society do we want to build? Is basic income one of the tools for this?
What are the goals we want to achieve with basic income? What are the com-
promises we are willing to make in order to achieve this goal? 

The precariat and the “new left” seem to have the most developed ideas on
the issue. A key point is that basic income can be viewed as a compensation
for all the unpaid, but socially necessary, activities performed by citizens.
What the left now should talk about is different ways of organising produc-
tion and an alternative to capitalism. The left goal in promoting basic income
should be a more equitable distribution of paid labour, the abolition of un-
tenable patterns of consumption, the organisation of sustainable production
and the redistribution of wealth.

In reality, the left speaks humbly about the complexity of the social securi-
ty system and not about refusing to work.

One could raise again the precariat movement’s demand that one must be
able to decline to work under unacceptable conditions. Basic income could
make a significant change in the current institution of paid labour.

The left’s basic income reform would offer a more democratic way to or-
ganise work. It builds on democratic governance, distribution of income
based on actual work and an evaluation of the social impact of production.
In addition, basic income would provide innovation incentives to small and
middle-sized enterprises and function as a progressive economic policy.

Subsistence that depends on paid labour is a central mechanism of control.
If freedom is the word and the idea that the left in Finland (and in Europe)
wants to promote, this point should not be ignored. Basic income could be
the solution.
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Let us straight away point out that the concept of youth is uncertain and
even improbable if it is taken to mean a homogenous generational melt-

ing pot, ignoring the many fracture lines combined and superimposed on it.
In fact, the generational dimension, far from existing in the abstract, is con-
stantly traversed by fundamental social markers such as class origin, ethnic
origin or gender, which often re-emerge in the form of discrimination. The
political socialisation of young people takes shape in predetermined historic
conditions, made up of continuities and breaks, of convergences and diver-
gences. It undergoes multiple trials and extendable temporalities that yield a
very different view that young people have of politics, pushing then away
from electoral participation and towards commitment to local issues.

There is a second mistake that needs to be put into perspective. This is the
tendency often to think of young people as a sector that magnifies or exag-
gerates the behaviour patterns and values found in the rest of society. It is
thought that they transmit, in a heightened way, rather negative tendencies

Youth, Public Commitment and
Social Transformation 

Michel Vakaloulis*

*) This article is extracted from an interim report of a sociological enquiry carried out
among some fifty young people in several European countries, in particular in France
and Greece. Launched at the initiative of the Fondation Gabriel Péri and of Espaces
Marx with the cooperation of the Transform! network, the enquiry aims to analyse the
relations of the young generation to political action and public commitment and to
bring out some common characteristics in the context of the transformations of Euro-
pean societies, which are going through an unparalleled crisis of civilisation.



such as individualism, depoliticisation and even conformism.1 Inversely,
there is another oversimplified view that the young are spontaneously “in re-
volt”, avid for civic commitments and spontaneous activism in movements
like the “indignados” that are likely to “get things moving”.

Yet, if in certain ways the youth are culturally distinct, such as in their way
of communicating in networks and the use of new information technologies
in some areas, they are not so distant from other parts of the population. As
Guy Michelat and Michel Simon explain in their work Les Ouvriers et la poli-
tique,2 French young people are no more in favour of economic liberalism
than are their parents. They are, on the other hand, much keener on cultural
liberalism. Moreover, while they may, on the whole, vote more left than oth-
er age groups, this affinity for the left tends to fade. The gap between the gen-
erations’ electoral choices narrows with time.

An economy of uncertainty

Young people live in a competitive universe that perpetually and massively
engenders uncertainty. They are aware of the intense self-mobilisation that is
required to affirm oneself professionally. They know that to “succeed” they
have to be entrepreneurs of their own promotion. Finding employment now
appears not so much a fundamental right as a performance to position one-
self in the employment market. This situation structurally reproduces indi-
vidualist patterns, with this difference, however, that it is not a matter of
withdrawal and isolation but of interaction in a network.

The view of young people on the mechanisms behind the origin of the pres-
ent crisis is one of questioning. They do not understand “how it works”. They
discern certain issues but not the crisis as a whole. They are not impervious to
liberal ideology, as they share the fatalistic discourse of the dominant media:
the crisis as “fate”, “economic realism”, the imperative of reducing deficits, etc.

On the other hand, they are aware that they had nothing to do with the
outbreak of the crisis, for which the responsibility lies entirely with a certain
“one sidedness” of the economy and of finance prevalent since the 1980s.
They have become aware that what is happening in countries like Greece,
which is on the edge of collapse, can quickly happen elsewhere. No one is
safe; no situation can be taken for granted. The idea that the world is not well
is overwhelmingly present in the remarks of those questioned. The young see
the wreckage caused by a system of organisation that has established “the free
and competitive market” as the supreme regulatory system. The majority un-
derstand the arrival of the crisis as a return to the principle of reality – an
abrupt and violent return that confirms the “unbalanced”, “irrational” and
“uncontrollable” character of the economic system in force.
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At the same time, they stress the instrumentalisation of the crisis by busi-
ness to facilitate projects of restructuring, reducing personnel and estab-
lished wage rates. Thus the crisis serves as an alibi to justify plans already
made. It makes the young more vulnerable, reinforces precarisation, and re-
duces demands for better wages, working hours or careers. The travelling in
search of a work place, the increasingly wide practice of “expendable work-
ers”, the absence of any recognition by their firms help make young people
see employment relations as a matter of permanent blackmail.

The business enterprise and struggles for recognition

Young people realise that the business firm acts within an unstable eco-
nomic space. It has no long-term vision for its “human resources”. In gener-
al it expects them to be immediately operational. At the same time, it guar-
antees them neither employment nor recognition of their contribution. It is,
moreover, clear that it will not hesitate to separate from them when things are
difficult. Hence they have a broadly disillusioned, critical and sometimes re-
sentful relationship with it. They take the job, but without signing a “blank
cheque” or subscribing to any logic of identification with it.

More fundamentally, young wage earners see that the firm itself is “perish-
able”, not only as a legal entity but, above all, as a working community. In
these conditions the relations of the new generation of wage earners to their
firm can be described as an emotional precarisation of the feeling of belong-
ing. They have culturally absorbed the fact that they are not going to have a
career in a single firm. From now on, achieving control of their own future
occurs through their effort to continually re-examine their “employability”.
The firm is not the final aim of their career but its principal vector.

For the great majority of those questioned, work is not envisaged as a
simple instrumental activity to meet their personal and family needs. It also
appears as a substantial contribution to the community. The feeling of so-
cial usefulness persists even in the absence of personal fulfilment at work.
The young people questioned hope to put a lot of themselves into their
work in a useful way. They express the need to be qualitatively and not just
quantitatively effective. This causes them to be more mobile than the older
generations, especially at the start of their career, both to develop profes-
sional opportunities and experience a job that corresponds to their person-
ality.

The wage earners questioned experience the work relation as a test, a chal-
lenge, an incentive to success and to the assertion of their creative capacities;
one could even say as an attachment to a logic of their own development and
that of their activity. This characteristic attitude presupposes a form of com-
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mitment to the issues tied to their particular metier. This is all the more true
of young wage earners with degrees.

The issue in terms of commitment in their work opens up a new perspec-
tive: The relation to work, the acquisition of skills, the quality of profession-
al contribution can be experienced as a form of generational investment, in
which individual success brings social values into play.

Even if the young people questioned say that they have no qualms about
their jobs, they explicitly raise the question of recognition. Yet the moderni-
sation of firms makes realising one’s hopes for recognition very difficult, or
in any case uncertain. Indexed to criteria of financial profitability or bureau-
cratic evaluation systems, working activity often seems shackled, denied or
undervalued. It undergoes a loss of substance, a collapse of meaning. Many
young people say they do a “job” without interest, without guarantees, with-
out assuming responsibilities or opening up any perspectives. The crisis ac-
centuates the “bread earning” relationship to work, which increasingly turns
sour. Hence their demotivation, if not withdrawal. It is precisely this failure,
relative but recurrent, intermittent but ever present, that is the source of the
tendency of the young to distance themselves from the organisation of work.

Are the young individualists?

The above observations allow us to relativise and characterise more pre-
cisely the famous “individualism” of the young generations. It is clear that
disillusion with the system continually sparks tendencies to withdraw into
oneself or even to indifference to one’s peers who appear as “competitors”
rather than partners.

Young people find it hard to construct their personality in the face of
threats from the outside world. Even so, they aspire to “succeed” at school, at
work, in public life, beyond the competitive and consumerist individualism
to which they are “destined”. To hear them speak, they show a determination
to adapt to the circumstances of life in all its aspects. This tendency express-
es a legitimate concern for self-achievement as an authentic and indispensa-
ble value. In this, they come up against contemporary capitalism’s tendency
to respond to the desires of individuality only in a frustrating and truncated
manner.

What aspirations?

The disenchantment of the world does not lead the young to throw in the
towel or necessarily to confess to pessimism. In a paradoxical way, their scep-
ticism about their generation’s prospects does not go hand in hand with psy-
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chological defeat at the personal level. To the extent that they are active, they
remain hopeful. They set themselves short-term objectives, construct micro-
projects and silently harbour the hope of “getting out of it”, if only by perse-
vering, adapting themselves or even emigrating, as many young Greeks told
us.

For some of them, the crisis represents not only a disaster but perhaps a
unique opportunity to call everything into question: the model of develop-
ment, the lack of meritocracy, corruption, the devaluing of an unjustly “sac-
rificed” youth. From this point of view, remaining optimistic is a weapon for
facing the crisis. Optimism symbolically counteracts the social devaluation
from which the young generation suffers. Failing this there is only depression
and resignation. This brings us to a turning point in protest in which to
change things it is necessary to aim very high by rejecting everything en bloc.
Whatever the outcome of such a conflict, many of those questioned are con-
vinced that they will live through major social changes.

Forms of activism and public action

While the young overwhelmingly support sustainable development they
express some distrust of sustainable commitment. They do not see them-
selves in the traditional forms of trade union or political activism. They pre-
fer solidarity actions, local experiments and ad hoc actions in support of a
project or a just cause (protecting animals or the environment, anti-racism,
the struggle against discrimination, etc.)

The common base of their ability is a responsible attitude, centred on hu-
man values. Voluntary work embodies, in their eyes, the ideal form of com-
mitment because of its characteristics: the absence of careerism, voluntary
participation, its relationship to values, the feeling of social usefulness and
the immediacy of the activity. Against this, the model of activism in which
one invests a good part of one’s life is far from their view of the world.

In all these accounts the young show themselves to be sensitive to the pro-
tection of the environment, to cultural diversity and to human dignity. How-
ever, once they have left school or student circles and have taken their place
in the labour market, their availability for commitment in the public sphere
is greatly reduced. While they may be “objectively” available, they are much
less so “subjectively”. They are primarily drawn to the need for giving some
shape to their lives: making choices, experiencing work and engaging in a
personal project. Hence they are less available for commitment to the com-
munity, to the locality in public action with others. The active youth is less
available than they were in their earlier youth and in their period of adult
maturity.
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Finally, we must stop a moment to examine the context of commitment.
The structural situation that has considerably altered the social landscape is
mass unemployment and the growth of precariety. The feeling of vulnerabil-
ity that marks entry into adult life continues to increase. The priority is to
“get by”, even if this means putting the rest off in the name of reality, as “su-
perfluous”. Thus young people are leaving their family’s home increasingly
later in life, and also return home, for lack of a way to finance their own lodg-
ings after having tried to live alone or in a couple. This return to the “chil-
dren’s room” tends to postpone any form of commitment.

Being a political activist without joining
Nevertheless, some of young people take the plunge and commit them-

selves, or at least say they are prepared to do so. There are many forms of
commitment: professional, trade-union, political and through voluntary as-
sociations. However, the readjustments and the change from one form of
commitment to another are neither automatic nor necessarily desired by
those involved. Evidently, the relation to action is no longer seen as embed-
ded in grand ideological narratives but appears as something “pragmatic”,
that is, liable to lead to concrete solutions.

To analyse the social meaning of commitment in certain protest groups
struggling against the precarisation of youth (such as Insecure Generation
and Black Thursday, which respectively deal with the issues of unpaid intern-
ships and with housing) we can analytically distinguish six characteristics:
organisational and mobilisation structure, resources and means of action,
logic of action, relations with the trade unionism of salaried workers, conse-
quences of the mobilisation and the form of social movements.

1. Organisation
Social-movement activists come together in an informal manner, rejecting

the constraints of hierarchical organisations. The collective works horizon-
tally or even as a network. The decisions are taken by general agreement
rather than by a majority. However, a major change in the size of these groups
can cause the painstaking dialectic of its consensual operation to burst apart.

2. Resources
The resources for action of young activists are notable for their strong sym-

bolic undertone. The common characteristic is the determination to unveil
problems, to appeal to public opinion and to outline proposals and solutions.
Thus young activists build up real communication strategies to argue the le-
gitimacy of their cause before the public. They use a number of often spec-
tacular forms of collective action, such as commandeering places, occupying
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institutional buildings or marches to draw the attention of the media. They
are simultaneously struggles to make a social problem visible and struggles
around demands. From this point of view, the internet represents both a tool
of struggle for this “new activism” and a field of social confrontation.

3. Logic of activity
Social-movement activists intervene in public spaces according to a logic of

direct action. They are not professional activists (trade-union, political or in-
tellectual) who are defending “good causes” outside of themselves. On the
contrary, they are actors and initiators of their own struggles, which are an
extension of their own lives. The new forms of collective struggle are prac-
ticed around a number of “causes”: the hell of unpaid internships, housing
shortages and the defence of social rights.

4. Alliances 
Relations between the young activists and worker trade unionism are char-

acterised by the wish for reciprocal knowledge and exchanges. However, they
come up against obstacles for making contacts and making these contacts last.
On both sides there is a great deal of ignorance, distrust and distance. Never-
theless, trade unionism represents a sounding board for publicising collective
action, even if these activists are highly critical of its way of working.

5. Consequences of mobilisations 
The protest work of social-movement activists aims at making visible a se-

ries of buried, repressed problems that are not recognised in institutional dis-
cussions. Drawing public attention to what “creates the problem” is the first
step in the struggle for recognition of rights. It is not just a matter of trigger-
ing a protest movement but also of proposing concrete measures, including
changing the legal context. For example, as a result of the mobilisations or-
ganised by Insecure Generation since 2006, which had a preliminary consul-
tation with the trade-union confederations and traditional political organi-
sations to solicit their cooperation and alert them, interns are now paid 400
Euros a month in France, if their work exceeds two months.

6. Forms of social movement 
Young social-movement activists engage in collective action without neces-

sarily signing a formal agreement, without formalising their membership in
an organisation. In this context, some researchers have advanced the hypoth-
esis of a “self-service” kind of activism representing a break with the “tradi-
tional” model. It is easy to explain the reservations of the activists about join-
ing traditional organisations. The “centralised” image of the big political and
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trade-union organisations puts off the majority of young people. The bu-
reaucratic workings of these “apparatuses”, the struggles for power within
them, the fear of joining a vertical network in which the “we” crushes the “I”
are obstacles to membership. Nevertheless, their motives for commitment re-
flect the same system of solidarity values historically carried by the progres-
sive parties and the working-class movement: fighting injustice, attacking ex-
ploitation and forms of domination and defending social and democratic
equality.

The image of politics

The testimonies collected confirms the mistrust regarding institutional
politics, whose intensity is directly linked to the economic situation and to
public morality in each country. The prevailing idea is that official politics
goes hand in hand with “money”, “corruption”, “clientelism”, “broken prom-
ises”, “hypocrisy” and “lies”.

The dominant political parties appear as extremely structured, vertical and
professionalised apparatuses, which reproduce their own interests while try-
ing to convince public opinion that they are “disinterested”. But this is seen
to be totally false – not only are the parties interchangeable as far as their ba-
sic orientation is concerned but their unbridled electoralism is an obstacle to
citizen participation in basic issues.

It is thus not surprising in such conditions that political personnel receive
bad press from the new generation. They are not just “in office” but they of-
ten are engaged in businesses either indirectly as promoters of private eco-
nomic interests, which they are ready to defend and legitimise, or else on
their own account. The distance that separates them from ordinary citizens
is constantly widening. Put more precisely, the crisis is accelerating the crisis
of representativity.

In a more “protest” vein, some of the people polled accuse the political
caste of having bartered its power to regulate finance against a possible share
in the expected gains. Hence its lack of credibility and ideological blindness.
“We have left everything to the automatic pilot – now we can see the aero-
plane is falling”.

In search of a politics …

The present economic crisis obliges us to revisit the positions taken by
young people on politics and their representation of it. As is shown by the
sudden emergence of different collectives within French public space and,
more recently, by the movement of the Indignados in Spain and Greece,
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many young people have rediscovered a desire to activate the levers of pow-
er in order to fight the rise of precarisation. They wish to defend the dignity
of real things against the normal contempt connected to the various forms of
oppression. However, this posture often expresses a desire for change rather
than a coherent concept intended to be an alternative to the dominant forces.

The Indignados movement has often been accused of not having put for-
ward any proposals. However, no social movement in history has offered
complicated responses for resolving complicated problems. The movements
are vectors of political innovation because they create events and set in mo-
tion the course of history not because of their ability to formulate complex
strategies. For the moment, the message sent to society is that the policies be-
ing carried out have broken down. This is the strength, but also the limita-
tion, of these democratic experiences.

Moreover, the young feel that politics is too valuable to be entrusted to po-
litical professionals. If there is one feature of institutional politics that thor-
oughly repels them it is precisely the professional political caste, the stifling
of political participation caused by the bureaucratic organisations, by politi-
cal marketing and party careerism. The phenomenon of leaders of the elites
who become star public figures is a disaster for the commitment of young
people, because it confirms the idea that “politics is for politicians”. The un-
dermining effect of the media adds to this terrible drift.

Finally, why do the young not go into official politics? No doubt because
the political field does not allow them to secure any control of their collec-
tive future. Because the parties do not raise the problems that the young in-
deed do raise – they do not know how to listen to the young or give them
anything

What lines of recomposition should be envisaged for politics in order ef-
fectively to take into account new forms of politicisation that characterise the
new generation? The progressive parties must provide concrete and credible
responses to this question. It is the necessary precondition for renewing
hope, refounding politics and putting young people back at the centre of
democratic life, at both the national and European levels.

Notes
1) Olivier Galland, Sociologie de la jeunesse (Sociology of Youth), Paris, Armand Colin,

2007, fourth edition.
2) (Workers and Politics), Paris, Presses de Sciences Po, 2004.
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It is one of the characteristic traits of the great movements that make a peo-
ple’s history that they defy the most solidly endorsed predictions. Beyond a

certain threshold, the effervescence that solidarity generates and to which
major movements owe their existence escapes from the tendency of ideas to
bend them to their anticipatory thinking based on historical experience. The
2012 student movement that was transformed in the spring into a broad
popular movement has opened up deep fissures in Quebec’s history. While its
immediate future and long-term effects remain unforeseeable, it is already
raising a question that merits consideration: what were the reasons for its
emergence and for the strength that allowed it to persevere? Trying to answer
this requires considering a whole number of dimensions whose elements
have been created by the movement itself. Some of them are circumstantial,
others appear to be necessities. However, even setting aside attempts to antic-
ipate its future, the collective ferment that underlay the movement made it
transcend its contextual limitations.

The fair share

Carefully maintained by the different authorities, by the boards of the Que-
bec universities and long since adopted by the Quebec Rectors’ and Princi-

Quebec Spring:
The Roots of Resistance
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pals’ Conference (CREPUQ), a certain alarmist discourse about the accumu-
lated deficits of the Province’s universities and the under-financing which
caused the problem, was used by the Quebec government as the major justi-
fication of its decision to increase university tuition fees by 79% for the next
five years and subsequently to index them to the cost of living. According to
the rectors, the pan-Canadian comparison of university revenues and of tu-
ition fees (which varied depending on the province) made it obvious that the
network of Quebec universities “suffers from a loss of revenue” and that “the
gap in revenue imputable to the lower tuition fees in Quebec corresponds, to
a great extent, to the total loss of revenue”.1 The “loss of revenue” in question
here is calculated solely by comparison with what is called the “operating rev-
enues” of the universities. However, these only represent a part of their over-
all revenues. Moreover, if one compares the latter with the average number of
full-time students for each province and compares the resources of these rev-
enues, the picture of the situation substantially changes. It can be noted that
the amount of the average financing per student is not lower but higher than
the Canadian average and Canada if Quebec is omitted. Yet even if we polite-
ly recognise that the rectors have exaggerated and that “the extent of under-
financing of universities is very much a function of the methods chosen for
the evaluations and comparisons with the rest of Canada”,2 the Universities
Financing Plan for 2012-2017, published by the Quebec Finance Ministry in
March 2011, repeats the thesis that there is an under financing even though
the data provided contradicts it. It thus adopts the rectors’ central argument
that the tuition fees of Quebec students should be raised. Thus the plan pro-
vides for their paying their “fair share” in the autumn of 2012.3

A year later, this formula was to become the one repeated by all those who,
for one reason or another, think that students should pay more. The Min-
istry’s plan very concretely means that by 2017 the Quebec Government’s
contribution to the overall financing of the universities will have dropped by
2.6% and that of the students increased by 4.2%. Bourgeois reasoning’s
metamorphosis of the “loss of revenue” into a “fair share” involves the state’s
disinvestment, and the arbitrary nature of the decision this expresses is hid-
den behind the appearance of an unavoidable necessity. Thus, even before the
Ministry’s plan was revealed, the Ministry of Education had invited the
CREPUQ, representatives of business circles and students’ associations as
well as the various university-staff trade unions to a consultative meeting,
which took place on December 6, 2010. However, the representatives of the
eleven student’s associations and trade unions soon noticed that they had not
been invited to discuss the appropriateness of the increase but simply the way
it would be carried out. It is easy to understand why, half way through the day
they marched out of the meeting.

164
En

g
a

g
em

en
t 

o
f 

th
e 

Yo
u

th



The Quebec government decided this increase for reasons that had noth-
ing to do with an unavoidable economic constraint but came from doctrinal
coherence and strategic calculation. Ever since it took office in 2003, under
the leadership of Jean Charest, former head of the Canadian Conservative
Party, the Quebec Liberal Party has made itself the constant promoter of a re-
definition of governance in line with the principle of “let the user pay”, which
it intends to apply to all the state’s relations with civil society. By unilaterally
deciding this increase, it embodied this principle by reducing the state’s an-
nual contribution to university financing, and, above all, it hoped to win over
an important part of the population to its doctrine in an area where it
seemed easier than elsewhere.

Entering into resistance

The extent and determination of the mobilisation surprised even those
who had patiently prepared it since December 2010. The entry of the Que-
bec students into resistance only became fully apparent in mid-winter when,
on February 13, 2012, the first general assembly of under-graduate and post-
graduate sociology student voted to strike. The vote quickly had a domino ef-
fect, except in the English-speaking network, where the votes in favour of
strike were very limited. Thus it was that by March 25, while 100,000 students
of the French-speaking CEGEPs (General and Vocational Secondary
Schools) of the province were on strike no English speaking CEGEP was.
Moreover, at the height of the movement, the strike never affected more than
30% of the students of Concordia University, while at McGill University only
a little more than 1,600 students participated. On the same date, however,
throughout the province, 316,000 students went on strike, that is, about two
thirds of the students in secondary schools and universities in Quebec. The
peak of student mobilisation thus occurred in spring, and at first it only in-
volved French-speaking Quebec.

Never have there been so many demonstrations in Quebec as since Febru-
ary. Whether in silence or shouting in rage, masked, naked in the streets or
dressed up in disguise, zigzagging along an improbable route to foil the po-
lice; whether blocking Montreal port or a bridge or solidly linked together to
block entry to a building, day and night there were demonstrations every-
where, especially in Montreal. Since April 25 and the apparent negotiated
agreement between the government and the student representatives (an
agreement overwhelmingly rejected by the strikers’ assemblies), there were
days, in both Montreal and Quebec, when two marches took place, either
successively or simultaneously. From that date onward, there were demon-
strations every evening. Permanently connected to their networks, the young
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protesters discussed the events, drew up and negotiated strategies and relayed
invitations and slogans for the day’s activities. Twitter and Facebook have be-
come places for coordinating activities. Of course the demonstrators read the
print media and still watch television, but less for keeping up to date with
events than for seeing how these are presented to others – to those outside
the mobilisation circuits. Whether festive and good natured or tense and vi-
olent, whether the riot squads fire plastic bullets or deafening grenades
shoulder high spray gas, whether the mounted police use violence, they film
and photograph everywhere, constantly, from almost every angle. Minutes or
hours later they upload these images, edit and distribute them before the
press has time to cover the events. At the same time, others write songs, form
queues in the metros, give yoga lessons in the middle of the street or do many
kinds of performance-art. What is at stake is, first, the urgency to create a dis-
tinct personal expression of adherence to the cause and to give it substance.
By its ubiquity in images and in the streets, the students’ struggle has entered
into everyone’s consciousness. This spring it is on everyone’s lips.

The reasons for the struggle

The 2012 student movement has surprised both by its imaginativeness and
the tenacity that permeated it. In addition, the force and coherence of its
spokespeople’s arguments were impressive as were the diversity of its tactics
and the unity of its organisations in pursuing their common objective –
namely blocking the increases and defending access to higher education.
Thus, the 2012 student movement followed a deeply rooted tradition in Que-
bec, since the majority of student strikes in its history were over issues of ac-
cess to higher education and scholarship rights. In French Canada, higher ed-
ucation was the preserve of an elite. Broader access to universities was won
by the quiet revolution4 (1960-66) and it is this that gave birth to Quebec’s
middle class. Even before being one of the distinctive characteristics of the
C.L.A.S.S.E. (Broad Coalition For Student Union Solidarity) in 2012, the ar-
gument that university tuition should, eventually, be free was written into the
Parent Commission Report that entirely rearranged the educational system
at the time of the quiet revolution. The broadest possible access to higher ed-
ucation has thus become the symbol of a historic conquest and of a shared
identity. Today this access is closely tied to the question of indebtedness.

In Quebec, the young people from low-income families rarely attended
university for reasons that are not only financial but also cultural. The Con-
sultative Committee for financial accessibility to Higher Education, an or-
ganisation attached to the Quebec Education Council that regularly advises
the Education Ministry, estimated in 2004 that every increase in tuition fees
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is seen by the “students from disadvantaged circles and the lower middle class-
es” and “especially among the most disadvantaged as an additional barrier to
access to higher education. Any increase, especially if it is substantial, could have
significant consequences for the already relatively low participation of people
from disadvantaged circles, even if the programmes for financial aid to educa-
tion are maintained or adapted”. In September 2011 this committee advised
the Minister of Education that the increase decided by the government could
lead to a drop in university attendance in the coming years. It estimated this
drop at 2.5%, that is, 7,000 students. The loans made by banking institutions
and guaranteed by the state, which form the bulk of the aid given to students,
weigh heavily on young people, of whom many work while studying.

The Quebec Government’s University education Financing Plan has, in-
deed, raised the thresholds for parents’ or spouses’ income above which stu-
dents have the right to a scholarship. The strength of the 2012 student mo-
bilisation made the government improve financial assistance for tuition on
April 5 and then again on April 27. The indebtedness of the middle classes is
a very real problem in Quebec as is the indebtedness of young people – hence
there is particular fear of more indebtedness. At present 65% of university
undergraduates have an average debt of $ 14,000. Indeed, for a quarter of
Quebec students, indebtedness reaches $ 20,000 by the end of their under-
graduate studies.

The students’ struggle against this increase is not only a struggle against in-
debtedness; it is also, they emphasise, a struggle against the commodification
of knowledge. The latter points to a qualitative transformation of the nature
of research taking place in the universities and to a continual increase in the
research aimed at satisfying the demands of the private sector. In the long
term it leads to a limitation of educational choices. Moreover, the more tu-
ition is increased and the less one expects that educational programmes will
lead to well-paid careers, the more likely it is that attendance will diminish
and programmes be closed. However, the reasons for the struggle already cit-
ed, important though they are, are not enough fully to explain the extent of
the 2012 student mobilisation or its capacity to ally with wider strata of Que-
bec society. This seems particularly important since the generation con-
cerned is weak demographically. The inter-generational balance of power has
been completely transformed since the 1960s since the percentage of young
people under 30 has dropped from 58% of the population in 1971 to 35% in
2012. Indeed, the students are themselves only a part of this minority social
group, and those of them who are struggling against the increases were only
able to reach and involve the rest of their age group and the population as a
whole because the themes around which they protested were capable of
speaking to everyone.

Q
u

eb
ec S

p
rin

g
: Th

e R
o

o
ts o

f R
esista

n
ce

167



To understand this spring’s events one must consider two other important
circumstances. First, with the economic crisis, which has been continually
deepening in Quebec and the world since 2008, there is a palpable increase in
feelings of indignation in the face of social injustice and the choices govern-
ing economic policies. Two government projects in particular have provided
a very local and concrete target for this indignation. On the one hand, the
project of “exploiting schist gas” has become a highly sensitive issue in Que-
bec since 2010, because it endangers fragile ecological balances while serving
the very private interests of the gas companies, many of which are foreign.
On the other hand, the “North Plan” involves draining a substantial part of
public funds ($ 40 billion over 25 years) to build hydroelectric plants that are
not aimed at providing households with cheaper electricity but at benefitting
the shareholder profits of transnational mining and metallurgical compa-
nies. (Hydro-Quebec has long relegated this, the mission for which it was
founded, to the rank of secondary preoccupation.) The students did not miss
the point that the increase in tuition fees was a political choice rather than an
economic or moral necessity, nor that the ritual incantations of “a fair share”
was sophistry. Nor did it escape their notice that the costs of their common
demands for freezing tuition fees or even for completely free higher educa-
tion were pathetically small compared with the weight of public investments
aimed at favouring the companies exploiting Quebec’s natural resources.

The student movement’s resistance is also inseparable from the loss of
moral legitimacy of the Liberal Party, which no longer only seems a party
worn out by nine years in office but also a corrupt party. For two years it did
everything to prevent the functioning of a Commission of Enquiry into Cor-
ruption. However, by late 2011 it was obliged to give in. So, at the very time
that the events of the spring of 2012 were taking place, the Commission of
Enquiry into Corruption was beginning its work, focusing on corruption
surround the construction industry. The press daily reports on suspicious
cases, and the special police force established to track down corruption is car-
rying out arrests of public figures. In Montreal, Frank Zampino, Mayor
Tremblay’s former right-hand man, was arrested on May 17. Hardly a week
goes by without some ex-Ministers of the present government drawing jour-
nalists’ attention to the issue of corruption. The new Minister of Education,
Mrs Courchesne, has admitted to having “shown some creativity” in granti-
ng permits for building children’s nurseries – which didn’t prevent her from
being severely criticised by Quebec’s Auditor General for another case re-
garding the building of sport centres. It is thus not surprising that the
demonstrators’ banners and the public speeches of its representatives linked
the demand for freezing tuition to the government’s choices, to increasing in-
debtedness, to ecological destruction, to the gifts given to businesses and to
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corruption. Thus they chartered the route taken by the popular movement
that followed.

The strategy of tension

Faced with the remarkable unity of the student movement of winter 2012,
which, learning from the struggles in 2005, chose to respect a diversity of tac-
tics and solidarity to achieve the objective, the strategy used by the Quebec
government at first consisted of refusing any negotiation. It tried to discred-
it the students, to mock their demand for freezing tuition, attributing it to the
attitude of spoiled children, and to challenge the representative character of
their associations or even of the democratic character of some choices made
by their general assemblies. It rapidly chose to reduce the conflict to a legal
question, suggesting to all students who opposed the strike to appeal to the
courts to oblige the institutions and professors to continue holding lectures
at any cost. As in the past, when “the freedom to work” was invoked by the
courts to authorise strike breakers to enter work sites or factories with police
protection despite the pickets, so on the campus the “students who wanted
to” crossed the pickets under police protection – it would, however, be more
accurate to say they only could attempt this, because while the strike-break-
ing injunctions multiplied, most of them were never observed. However,
since 1977 in the field of labour the anti-strike-breaker law (Law 45) has for-
bidden employers from hiring workers to replace strikers during legal strikes.
A strike is legal if a vote to strike is passed by a majority of the members of
the recognised union. Although accredited, the student associations are not
subject to the Labour Code, and if their action takes the form of a strike fol-
lowing a democratic vote, this right has been recognised by Quebec political
tradition for over a quarter of a century. It is precisely this right that the au-
thorities wanted to knock out, even if it meant having police and security
guards forcibly enter the campus, putting professors in an impossible situa-
tion: ordered by the judges to continue their lectures at the cost of giving rise
to more and more frequent clashes between striking student, professors and
even students’ parents, on the one hand, and the non-strikers and the police,
on the other. This was just what Jean Charest’s government wanted – that is,
that the “silent majority”, witnessing a growing number of clashes, would de-
mand a return to “social peace” at any price. The Liberal Party is facing an
electoral deadline in the coming eighteen months, and it is wagering on re-
maining in office in the name of “public order” and fighting against “intimi-
dation” and “threats”.

Apart from the notable exception of the national and independent daily, Le
Devoir, of some free papers like the Montreal Le Voir and community media,
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the written and audio-visual press more often than not endorsed the author-
ities’ line that posed the students as opposing the legitimacy of its policy ei-
ther as “child kings” or “spoiled children” – expressions that became overused
by editorials, blogs and columnists. The major French-language papers kept
showing pictures of the most spectacular clashes with the police, each time
stressing the “professional work” of the latter. The political authorities and
the bulk of the French-language press expressed the crudest disregard and
paternalism vis-à-vis the students.

The English Canadian press went them one better. Not only did it call on
Charest on no account to give in to the “spoiled brats”, to not negotiate with
them, but, in the same breath, threw to the political lions the “Quebec mod-
el” that had “spoon-fed” them. As a whole it vilified the Equalisation Pay-
ments that the Federal Government pays to certain provinces, including
Quebec, and which, they claim, has led to this headlong rush of the new gen-
eration (Toronto Star editorial May 15). The press has gone as far as to make
the student strike a symbol of the Hellenisation of Quebec, since, like the
Greeks, Quebec is said to have taken advantage of free public services while
refusing to bear its share of the fiscal burden and the accumulated debt
(Kheiriddin, National Post, May 17; Francis, National Post, May 18; Wente,
Globe and Mail, May 19).

The birth of the popular movement and the offensive 
against the mobilisation

The movement had already taken on an inter-generational dimension by
March 22, when one of the most important demonstrations in the history of
Quebec took place – if not the most important. It took place in Montreal,
called by the student organisations but also 140 community groups and Que-
bec’s four largest trade union confederations. The first day of spring thus saw
crowds coming from every background and all age groups invading the
streets of Montreal in a festive atmosphere. On the occasion of the second
“monster demonstration”, on Earth Day, April 22, the struggle against the
government’s development projects and the very real threat they represent
for the environment was clearly the centre of attention. However, the stu-
dents’ associations called to join the demonstration and it was no accident
that the demonstration’s organising committee announced that it was being
held for the “common good”. Finally, on May 22, a vast joint rally was an-
nounced that was to confront all the policies of Quebec’s Liberal Party gov-
ernment. “A human flood” (Le journal de Montreal, May 22) invaded the city
despite the recently passed Special Law, and it thus became the first national
demonstration against this law.
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Anticipating the extent of this expression of popular discontent, the au-
thorities decided on repression. On May 18, 2012, they passed an emergency
law, Law 78: “a law allowing students to receive instruction given by the post-
secondary level institutions that they attend”. Passed by the National Assem-
bly after more than 20 hours of stormy debate, it claims to ensure the conti-
nuity of instruction in the CEGEPs and Universities by imposing a three-
month suspension from courses affected by the strike votes. Paradoxically,
this law, which denies the student organisations the right to strike and con-
tradicts the spirit of our regime of labour relations, is related to the special
return-to-work laws adopted in the past to put an end to a conflict between
the state as employer and its unionised employees in a legal strike. It is also
used today to force a return to work of wage earners employed in a sector
considered essential. It kills the capacity for action by the student associa-
tions and their activists who can have astronomic fines imposed on them if,
from now on, they obstruct the “right to education” and renew the picket
lines in mid-August. It obliges the professors and educational institutions to
provide courses at any cost from that date. It contains provisions that consid-
erably limit the freedom of expression and the right to demonstrate. It is akin
to the laws passed by authoritarian regimes throughout the world and con-
tains several articles incompatible with the constitutional principles of a state
of laws.

Its immediate effect was an unparalleled extension of police arbitrariness
in increasing its power to “interpret” situations. It led to the biggest police
roundup in Quebec’s history, even though the police did not use all the arti-
cles it contained. More people were arrested in Montreal in the single night
of May 23-24, 2012 than after the imposition of the war-measures law in Oc-
tober 1970. Since the beginning of the strike movement in February, over
three thousand people have been arrested and by now the police are carrying
out dozens and even hundreds of arrests every night. During the Montreal
Grand Prix weekend, June 9-10, it carried out mass preventive arrests. In the
daily demonstrations that continued, as in Genoa during the 2001 G8 sum-
mit or in London during the G20 summit, the demonstrators were singled
out by political profile, trapped and taken in for questioning in groups, tied
up, photographed and kept in detention – then tentatively released. Since this
law in fact covers all Quebec citizens there was a mobilisation against it not
only of student associations but also of trade unions, of the University and
secondary school professors’ and teachers’ unions, the Quebec Bar Associa-
tion, artists and intellectuals, eminent jurists and an ever increasing number
of citizens throughout the Province. From May 18 on, saucepan concerts,
which spread like a powder trail to all the towns, again gave expression to the
latent anger against the party in office. Demonstrations are continuing to
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take place in all the towns and regions of Quebec, and the protest movement
against the police state that Law 78 has established is still continuing today.

As during the “French McGill” riots in 1969 for making this English-speak-
ing bastion grant courses in French, as during the 1974 strike against aptitude
tests for university entrance formalising the entry of students to the state sci-
ence and technological spheres, and as in those in 1996 against the unfreez-
ing of tuition fees and again in 2005 against converting scholarships into
loans and thus turning the right to education into a commodified privilege,
the 2012 student movement defended the possibility for Quebec’s population
to have a self-conception. As in 1996, when the CEGEPs strike adopted the
same language as the Ejército Zapatista de Liberación Nacional two years after
the Chiapas uprising, so today it has drawn on a contemporary repertory: oc-
cupations, spontaneous and saucepan demonstrations, constituent general
assemblies, a diversity of tactics, festive airs and fleeting tweets. Let Anony-
mous intervene in the confrontation between the Quebec government and
the student movement, now become a popular movement; let Amnesty In-
ternational attack police brutality here; let the students of the City Universi-
ty of New York, of Brussels, or of Paris demonstrate in support of the stu-
dents of Quebec or let their position be included in the discourse peddled by
Agence France Press or the New York Times and make their uprising a global
event. May the uprising challenge the capacity of the neoliberal order to de-
prive citizens of their means of thinking and producing their collective life;
may it be made directly universal. However, the resistance that nourishes it
has its roots deep in the soil of Quebec.

Notes
1) The urgent need for the universities to act – Quebec at the crossroads. A Document of

analysis and reflection presented by the Quebec Rectors’ and Principals’ Conference

(CREPUQ) in the framework of the Meeting of Education Partners November 2010,

pp.19-20.

2) A Plan for the Equitable and Balanced Financing of Universities, March 2011, Quebec Gov-

ernment, Quebec Finances, p. 8

3) Idem, p.19.
4) See “The students’ struggle is a just struggle” by Guy Rocher and Yvan Perrier in Les nou-

veaux cahiers du socialisme, an article put on line April11, 2012 at: http://www.cahiersdu-
socialisme.org/2012/04/11/la-lutte-des-etudiants-est-juste-dit-guy-rocher/
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This book is a manifesto in the best sense of the word. Asbjørn Wahl is al-
ready well-known for his studies of socio-political and trade-union is-

sues. Now he is presenting a study dealing with fundamental questions of
“the social” in capitalism. It was first published in Norway in 1999, extensive-
ly revised in 2011 and translated and published in English in London.

Wahl is setting himself a challenging task: He wants to question the “con-
ventional interpretation of the welfare state”. In doing so, he deals with the
political pressure that has weakened it. He raises the question of why and
how this pressure is exercised. According to Wahl, to give an answer would
necessary entail an analysis of what the welfare state actually is and how it has
come into existence and an assessment of its content, development and pres-
ent condition. His focus is the “Nordic model”, which indicates a number of
fundamental commonalities between welfare states, despite their different
shapes in different parts of the world. The decisive commonality is that the
welfare state is always about the configuration of power relations. In this re-
spect, the author connects the analysis of social development, of the social
and of the world of labour with fundamental power relations in society.

The conscious focus on these connections and their politicisation in the
trade unions and other organisations of working people are seen by Wahl as
the crucial moments in the development of the social welfare state. An added
attraction is that Wahl supports his arguments by a great number of facts and
statistical data. The scientific and journalistic qualities of the book are kept

Asbjørn Wahl on the Rise and Fall
of the Welfare State
Book Review 

Lutz Brangsch



in good balance, so that adepts of the theoretical debates as well as people in-
terested in politics generally are provided with an abundance of fruitful ideas
and useful material.

The structure of the book follows the approach outlined here. It starts out
with a study of the historical background and continues with an analysis of
the turning point in the development of the welfare state and the weakening
of the position of trade unions and wage- and income earners connected
with it. In the next two chapters the author examines the attacks on different
areas of social security and the “brutalisation of work”. He lays stress on the
privatisation of social security, in particular pension security, growing in-
come inequality, the orientation towards exclusion and the workfare-regime
(the right to welfare is increasingly being replaced by workfare: the obligation
to accept badly-paid work as a precondition for state support) as crucial fac-
tors or aspects of the transformation of the welfare state.

In the two concluding chapters Wahl deals with the challenges and alterna-
tives to this development. His starting-point is the close connection between
workfare and poverty. Since this connection is of a global nature today, it goes
without saying that he also understands resistance against it as global, regard-
ing the actions on both the local and the global levels as an inseparable uni-
ty. It is understandable from the author’s biography that in his search for al-
ternatives focus is put on the trade unions, but in doing so he does not spare
criticism as he demonstrates that they too have contributed to their own
weakening by bureaucratisation, social partner ties and other factors.

First and foremost, Wahl’s interest lies in what is new in current conflicts.
In alliances formed in the wake of trade union struggles and in the resistance
to privatisation and commercialisation of the social not everything is about
defending the status quo. It is also about democratisation, minimisation of
bureaucracy and more focus on the needs of the recipients of social benefits.
In that sense, Wahl emphasises the importance of the participatory budget
model formulated in Porto Alegre as well as community projects in Norway
and Great Britain as recent forms of social resistance. The development of
global forms of resistance is given broad space. After presenting the develop-
ments since the MAI Agreement and Seattle in 1999 he deals with the social
forum movement and its crisis. In the author’s view, the forum came into be-
ing as a reaction to the ideological and political crisis of the traditional left
but was at the same time unable to overcome the weaknesses of the left. The
enormous shift of power and the lack of effectively strong movements had
great impact on the path the social forum eventually took. Despite all the en-
thusiasm and good work done the process was characterised by a lack of the-
oretical and political clarity and unity, a lack of understanding of class rela-
tions and social conflicts as well as the question of power in society. In par-

A
sb

jø
rn

 W
a

h
l o

n
 th

e R
ise a

n
d

 Fa
ll o

f th
e W

elfa
re Sta

te
175



ticular, Wahl is inspired by the question of how the different traditional and
new strands of social resistance can be combined.

He sees two obstacles to social struggles: the institutional construction of
the European Union and its inner political and ideological limitations. Espe-
cially the section on the inner political and ideological barriers invites the
reader to further discussion. The author focuses on the trade union move-
ments and calls on it to play a more central, independent and offensive polit-
ical role in the conflicts. Although it has not yet played such a role, it has an
important potential as organiser of those who create social wealth through
their labour. As examples of the politicisation and revitalisation which he
deems necessary, Wahl cites the impact of part of the trade union movement
in Norway, while observing positive trends also at a European level.

Still, his reflections on the social forum process can be extended also to
other resistance movements. It would be advisable to use Wahl’s broad ap-
proach to examine the role of other actors reaching new segments of the
wage- and income-earning population and emerging from these segments as
self-organised protagonists. The same holds true for the big mass of unor-
ganised people or people who remain passive even if they are members of or-
ganisations. From the reviewer’s perspective new challenges arise for the
modes of organising, the position of the trade unions in the spectrum of so-
cial resistance and thus also for their self-conception.

With reference to the continuous attacks Wahl expects, he demands a “new
course” for both trade unions and social movements when it comes to de-
fending the welfare state and trade-union and social rights. More radical re-
sponses than those so far given are required, he claims. The author empha-
sises the following issues around which to organise: a halt to the “speculative
economy”, defence of the progress immanent in the welfare state, struggle
against poverty and social injustice, an end to workfare-politics, (self-) em-
powerment of trade unions, defence of trade-union rights, mobilisation
from below as well as defence and expansion of freedom and democracy.

Wahl concludes the book with a short chapter, the title of which comes quite
unexpectedly: a chapter on freedom. He demands that the “freedom tradi-
tion” of the labour movement be taken up again. For him this means, among
other things, a more fundamental critique of the system, a focus on questions
of power and on the question of ownership of the means of production. What
is at stake is a politics for a greater freedom for the individual obtained
through collective action. Both democracy and welfare have historically been
won only by hard struggle. And especially in times of crisis, those who want
to defend the welfare state have to act offensively and not defensively.

The book provides many suggestions and ideas for self-conceptualisation
and self-criticism in left movements. At the same time it opens up new paths
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for the readers along which to develop their thinking. Perhaps there are two
points in particular which catch the eye: The focus on trade unions is defi-
nitely the book’s strong point, but at the same time also its limitation. It per-
mits the author rigorously to analyse the problems, but  the active moment
“from below”, to which it is supposed to lead, as he emphasises in his elabo-
rations on the “new course”, remains somewhat vague. Moreover, the book is
partly blind to challenges arising from processes of the global crisis. Hunger,
the climate crisis, etc. represent factors which are by no means negligible and
therefore have to determine the nature and directions of struggles also in Eu-
rope, if resistance is not to be replaced by a new nationalism of locations. The
problem is that the necessary processes of self-transformation demanded by
Wahl, which means a fundamental change of action on the part of trade
unions and movements, coincide with these completely new challenges. Thus
the principle of the labour movement, that the free development of the indi-
vidual is the prerequisite for the free development of all, gains an importance
that is not to be overestimated.

The readers are invited to follow the author’s focus on the development of
social and political constellations and from this to draw their conclusions
and to act. The obstacles to our actions are not only those erected by others
but are also inherent to the movements themselves. Without the courage to
look beyond the single-issue concerns one has always been focusing on – and
this is demonstrated by Wahl in many examples – nothing is going to change.
This open-mindedness and the challenge to the reader, the combination of
analysis, critique, self-reflexion and self-criticism make the book a successful
synthesis of manifesto and textbook.

Asbjørn Wahl: The Rise and Fall of the Welfare State,
London: Pluto Press, 2011.
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