First Draft overview Troika Sub Group Report
Preamble

I have not got very far towards a final product and I am not at all happy with what I have done.
 I have provided a list of key messages arising from my reading of the fiches and my background reading, followed by a first draft of the overview report. 
The first draft overview is just an attempt to get a narrative of the fiches and some key ideas from my reading of them. It is VERY incomplete. For example all sections have more country specific detail to be put in. The later sections are even more incomplete. For example the poverty section has to get benefit cuts, in-work poverty etc., completed and the civil dialogue and campaigns section is all to be done. The report is also WRONG where my memory is wrong. That will be corrected when I go through in detail with the fiches, but it is slow work because they are not in the same order of topics.
While there is little specific data from the country fiches so far, I have included sections by country on debt and deficit and health to show the difficulties. While there is an internal logic in each country fiche, they are all different. Not all fiches cover each topic – for example not every fiche covers budget deficit or health. When they do cover the same topic, the data come from different sources (and are not always fully sourced/ referenced) and cover different time periods. This also makes the data difficult to check. When they do cover the same topic, the focus is also different. For example the UK fiche tends to discuss both cuts and institutional reform for each topic, but at the expense of going over the word limit. Other fiches have a greater focus on cuts and sometimes do not mention institutional change at all in the social sectors. While this may reflect the realities, it may also be just a choice of focus; it is not possible to know.  
I am presuming for now that the final report is for internal EAPN purposes only. But perhaps before I proceed to a final narrative version, we need to decide

1. Whether we are looking for a paper that could be worked up either in a seminar or in alliance with other specialists etc. This investment choice will depend on whether we just want to get a better understanding amongst our own members of the impact of Troika or whether we want to recommend a continuing Troika strand of work with some other/ external purpose in mind.

2. Whether the report will cover the detail from each fiche and on how many topics. If the detail is to be in a common format then it is going to require a lot more research by me. The alternative is to take an approach that sticks to general themes. But we may feel that has inadequate flavour and impact. 
3. If we choose to go into detail in some aspects, what should these be? If on poverty, we do not actually have that much in the fiches. The Memoranda are mainly only one-two years’ old anyway and it is difficult to distinguish what is due to the financial crisis and what is due to the response to it, especially in Troika countries. Also a lot of EU level data only goes to 2010. If we choose to focus on one issue only and try to get it detailed and comparable, what should it be?

4. Whether we narrow the focus by reporting only the situation in countries that have received emergency assistance, cutting out UK and Spain, or only Eurozone, cutting out UK and Romania, or cutting out only UK.
5. Or if we keep them all in, how we organise the report to clarify any distinct impact of Troika measures – I am not sure that there is distinction in the direction of the measures, only in intensity. The main difference seems to be in implications for sovereignty, but to a certain extent there are now serious sovereignty issues for the whole of the Eurozone. 

6. We could do with a further think on a list of common data to be used and common sources. 
If the final version stays in a narrative format, it will be fact checked, specific information from country fiches put in, other research sources put in (I have quite a bit already), edited down and laid out as a report or in whatever other format we decide. It will also need Amana’s EAPN and EU policy information section, Sebastian’s comparative data appendix and Recommendations for developing an EAPN perspective/ position paper/ agenda. 

But because of the comparability problems and because of the length that a completed narrative overview fiche might be, I am probably in favour of choosing a different format, for example, answering in broad terms a list of questions such as those provided in the introduction section of the narrative – see page 6.
Given that this topic was in the first set of sub-groups, there is learning to be done about topic scope and objectives, EAPN previous output on the topic that can be drawn on, terms of reference and time, group membership and experience, including previous experience of working or writing together, especially in the relevant field. We have found it a great challenge, especially for each individual to produce this scope of work in the timescale and only three members have been able to attend both of the first two meetings. To some extent, time and money are substitutes in producing a product and the time has been quite compressed. To get the overview report into shape will really require till January 2013.

A seminar on this topic would certainly help to further shape EAPN’s knowledge and position on this topic. Participation of people with experience of poverty would help to bring reality, dynamism and unique EAPN flavour to what has been a research and data driven exercise, which is not EAPN’s primary strength and is not a sufficient route to an EAPN position.
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Introduction – methodology for producing the overview
Participating networks were from Greece, Ireland, Portugal, Romania, Spain and the UK, one person from each network. 
Three of the states - Greece, Ireland and Portugal, are Eurozone members and under “Troika” conditions in return for Troika (and some bilateral) loans to their sovereign governments. The Troika consists of the European Commission (EC), the European Central Bank (ECB) and the International Monetary Fund (IMF). 
A fourth state, Romania, experienced similar sovereign debt and intervention conditions in 2008 – just one year after it joined the European Union, but is not a Eurozone member and its intervention was more focused on stabilising the exchange rate.  
Spain is in the Eurozone and is not under Troika conditions but may still need bank support and is at risk of seeking Troika loans. 
The UK is not in the Eurozone and is not currently at risk of seeking Troika loans. In the commonly used parlance, it is the only “northern” or “non-periphery” state in the sub-group. It has a global banking role and was one of the originators of the 2007 world financial crash.
  It has bailed out its own banks, is experiencing some similar economic problems and similar austerity responses to the other states.

Each participant was responsible for preparing a country fiche for their Member State, covering macroeconomic context; labour market; social protection; poverty and services, particularly health and education. Descriptively, the fiches aimed to identify the main lines of the austerity programmes in each country and the social, especially poverty impact. 

We were a self-selecting sub-group with a limited membership on cost grounds; we would have liked to have a larger group of states to share experience. For example, many Baltic and Balkan states were hit hardest first (in 2008-2009) by the financial crisis. The three Baltic states suffered GDP and real wage collapse - Latvia lost 18% of its GDP in 2009 alone. They are still from 6%-18% below pre-crisis GDP. Hungary, Latvia and Romania (a member of our sub-group) were the first to apply for IMF and EU programmes – in 2008.  
We would have liked also to have Germany to our sub-group, for its economic strategy and its central role in the response to the Eurozone crisis and Cyprus and Italy as currently most at risk of “bail out” or speculative attack.  This kind of mix might have led to productive dialogue on the arguments about financial transfers and the role of the EU which are causing political difficulties across the EU and affecting solidarity, even in EAPN. A better basis for EAPN solidarity could be a good outcome for the Troika sub-group.

Nevertheless, this first draft overview report of the Troika sub-group aims to answer at least some of the following questions (even if only implicitly). 
1. Why did the “bail-out” states need it – what were the types of unpayable debt and why?

2. Is “bail-out” what is actually happening? 

3. What is the specific impact on states of Troika intervention programmes? 

4. What difference to policy options does it make being a member of the Eurozone?

5. What is the role of the European Commission in the nature of the policy frame in which states may act?   

6. What is common and what different in the austerity responses of the states and why?

7. Internally, are we all “in it together” or are some groups suffering more from the crisis and response to it? 

8. In the context of Europe 2020 and the AROPE target, what are the likely outcomes for poverty in 2020? 

In answering these questions, we wanted the sub-group to assist EAPN in reaching a common understanding of the crisis and then a common position on what are the priorities for protecting people who are poor and disadvantaged. 

We have three meet meetings in 2012: July 13, September 22 and November 15 in which to get from refining the nature of work, to producing a product.  This first draft report is based on the input from the first two meetings’ draft country fiches.  
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Key messages from the country fiches
a. The Troika states have suffered deep recession consequent on the “internal devaluation” in their Memoranda of Understanding in the context of a fixed currency Eurozone and fiscal compact.

b. Romania and the UK show that after three or four years, taking some of the adjustment weight through currency devaluation can help a return to (anaemic) growth or at least not further GDP decline. Spain, not a Troika country but in the Eurozone and still shrinking, is confirmation. 

c. All four of the emergency assistance states (Greece, Ireland, Portugal plus Romania) suffered as well as gained from entry to the EU and the first three also from the entry to the Euro (as did Spain). Disadvantages included unbalanced development and deindustrialisation (also UK), capital inflows during their rapid growth period fuelling consumer booms at low “German” interest rates and some suffered also from entry at overvalued exchange rates (e.g. Greece) exacerbating trade deficit.

d. It is clear that the Eurozone framework was designed with northern states in mind and this is true for the fiscal compact also.

e. The sub-group’s states were all developing or expanding their public sectors during their boom years to 2007, many (except Romania) in a social democratic or social partnership context. They were increasing real incomes and reducing inequality (except UK, real incomes stopped increasing after 2003 and inequality was rising, but more slowly under the Labour government). Their development models may have clashed in timing with Northern retrenchment – e.g. German wage stagnation.  

f. The emergency assistance states got because they could not re-finance their deficits at payable rates after the financial crash and recession. They got rates of around 5% or so from the Troika loans - lower than the financial markets, but not the 1% rates offered banks which were recapitalised. These states also got tough conditions; the banks got none.  If the emergency assistance debts are all repayed, the lenders will make a substantial profit.

g. The Troika conditions incorporate the Eurozone fiscal pact and updated fiscal consolidation measures, which put a heavy fiscal squeeze for up to a decade on countries furthest from the debt and deficit rules and may produce an austerity spiral. The non-Eurozone UK and Romania have committed voluntarily to similar debt and deficit rules. 

h. The Troika programmes are similar to the other austerity programmes in the EU. The ratio of spending cuts to tax increases is at least 2:1 compared to 4:1 in the UK; but the emergency assistance countries were all amongst the lowest tax regimes.

i. The heaviest burden in all the austerity programmes is borne by the welfare and public service budgets and the vulnerable are not spared. There is low or no priority for issues of poverty and social exclusion and ambition in the programmes for welfare and social state seems to be social safety net and commercialised public and social services. There is no recognition of the nature and value to a society of a public good. (So trees better watch out too!)
j. Public capital as well as current spending has been cut in all the austerity programmes, risking reduced future capacity to produce well-educated healthy work-forces. 
k. Labour market wages and conditions have been reduced especially in the public sector and minimum wages have been frozen or cut. Creation of part-time and fixed contract jobs has been eased, reducing future security of workers. Conditionality has been increased in all the sub-group states. 
l. Centralised collective bargaining has been replaced by a preference for firm-level bargaining in emergency assistance countries though there is more resistance to interference with social partnership arrangements in Ireland.  The UK government has begun to decentralise public sector bargaining without the Troika imposition. 
m. Privatisation is a core part of the Troika programmes especially in Greece and Portugal, largely in state monopoly industries and land. Between one and two decades previously, the UK had already privatised utilities, ports, airports, telecoms; it has gone furthest in privatising core social areas such as education and health and labour market integration. It appears that the Troika countries are being forced into privatisation against government choice. The re-commodification of natural monopolies and social goods with positive externalities is an overall loss to each country and more especially to poor people.
n. Cuts in regional government funding in Spain are increasing the profile of demands for regional independence. Centralised imposition of cuts on English local authorities and in English health and education have been avoided to varying extents (depending on their powers) by the devolved governments in the UK.   

o. Tax changes in the Troika countries have included some tax increases (they are relatively low tax regimes) but in all of the sub-group states the tax system is hardly progressive and the burden of tax on individuals is being carried ever more by regressive consumption taxes such as Value Added Tax and user charges. Where income tax has been raised it is by narrowing bands or failing to uprate band thresholds with inflation.  There is a race to the bottom on business taxes especially corporation tax but also payroll tax.

p. The key differences between Troika and other Eurozone states’ austerity programmes are: the direct imposition on governments of fiscal consolidation through the Troika Memoranda and not only the Eurozone fiscal compact and related measures;  the intensity of the fiscal squeeze given their debt and deficit positions; the additional interference in collective bargaining arrangements and privatisation. A similar programme was imposed on Romania, but from a much different base, not only due to its lower GDP per capita but because Troika-style measures had already been imposed in structural adjustment programmes after 1989. The constraints seem to prevent a social democratic development path in future.
q. The scale and depth of poverty is understated by the EU AROPE measure. It  does not signal the rise in absolute poverty, the differing inflation rates faced by poor people and therefore the hit on real income compared to the not-poor, or the cuts to the social wage that are evident in states in recession and undergoing neo-liberal austerity programmes. Exclusion appears to be only exclusion from paid work.
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Macroeconomic context leading up to the financial crisis 
The financial crisis began in the USA in 2007 and was evident in most of Europe by the first quarter of 2008. Then there was the “Great Recession” of 2008-2009 in which hardly any state except Poland avoided negative growth. Since then, some states have recovered to positive and even robust growth, though that is again slowing, especially in the Eurozone. But some states did not recover and are continuing in deep recession in 2011-2012. These include the Troika states of Greece (-4.7%) and Portugal (-3.3%) plus Spain (-1.8%).  After negative growth in 2011, in 2011-2012 Romania has recovered to low but positive growth of 1.4%. In 2011-2012 Ireland and the UK have positive growth of 0.5%.  The states in positive growth in 2012 are at risk of recession in 2013 due to further planned austerity cuts and slow growth in the Eurozone. 
Common to the sub-group’s Member States is evidence that they may have had “bubble” economies in the early 2000s that were cruelly exposed in the financial crisis. All of the sub-group participants suggested their states had unbalanced development models exacerbated by de-industrialisation or shrinkage of traditional primary industry employment with few new manufacturing growth areas. 

Into the 2000s, the UK commonly had the lowest rate of growth in our sub-group, but nevertheless substantial growth for a mature economy (which has not exceeded 3% growth since World War 2) and high relative to other mature economies in the EU. The Chancellor and then Prime Minister Gordon Brown presided over ten straight years of growth before the crisis and suggested that he had abolished the business cycle: “no more boom and bust”. Romanian growth averaged around 6.5% between 2003 and 2008 when it was preparing for accession to the EU (Romanian fiche p 5). Greece, Portugal, Spain and Ireland experienced high growth by west European standards, CHECK FOR DATA closer to levels in middle income developing countries and resulting in Ireland being dubbed the “Celtic Tiger”. 

Greece, Spain, Portugal and the UK (ROMANIA CHECK), under Social/Democratic governments, or in a context of social partnership (Ireland) had expanded their public sectors including large employers such as education and health, which increased the size of the high-skill high-pay workforce. 
After falling for twenty years in Ireland, the Gini coefficient increased from 29.3% in 2009 to 33.9% in 2010 and the S80/20 ratio also increased from 4.3 to 5.5 (Ireland fiche page 3 no source). In Portugal, the Gini coefficient declined until 2009 when it showed an increase from 33.7 to 34.2 in 2010. The S80/20 showed the same pattern and rose from 5.6 to 5.7 between 2009 and 2010 (Portugal fiche p8). NO DATA SPAIN. in Romania, the Gini coefficient rose to 33.3 in 2010 but in 2011 returned to its 2008 level of 31.2 (Romanian fiche p 4 NEED DATA FROM PRE AND POST 2008). But absolute poverty declined rapidly i  its boom years. Real incomes in the UK were flat after 2003 and inequality increased, but inequality would have been worse but for substantial “tax credits” (wage top-ups) paid to lower income working families. Even so income inequality rose from 26 in 1979 to 40 in 2009 (UK fiche p19). 

Until around 2009, real incomes rose in Ireland, Portugal, Romania and Spain, coinciding (CHECK GREECE no data) with declining income inequality. At the same time, real wages in Germany were stagnant, partly consequent on labour reforms, such as Hartz IV.  Therefore relative to Germany, the sub-group’s Member States were becoming increasingly uncompetitive in unit labour costs, especially as public sector productivity being labour intensive tends to be lower than manufacturing productivity. Of course, real wages were actually lower in the sub-group countries than in Germany, especially in the southern and eastern periphery, and hours of work longer, especially in Romania, Greece and the UK.

De-industrialisation accelerated in most of the sub-group’s states after entry to the EU Single Market, in which they were not competitive as their labour costs grew. Romania was just eight years from its Communist past, with an obsolete industrial base. The UK manufacturing sector decline accelerated during the Thatcher period in an induced recession in which oil revenues paid for unemployment. Industrial policy was afterwards neglected in favour of services, especially financial services. Greece, Portugal and Spain faced further de-industrialisation on entry to the single currency, losing the last vestige of protection for domestic industrial development. The lack of an EU industrial policy meant that these states did not gain from giving up scope for domestic strategy. 

Greece, Portugal, Spain, and the UK suffered rising trade deficits as they imported a consumption standard they did not make. Current account deficits doubled in Greece and Spain between 2001 and 2008. Romania’s export performance was strong between 2002 and 2008, when it went into reverse following the financial crash, leading also to a rising trade deficit. 
In our sub-group states, Greece and Romania in particular entered the euro at overvalued exchange rates. This, plus access to cheap borrowing at “German”- level low interest rates encouraged and supported credit-fuelled consumer booms.  Debt in all the sub-group’s Member States was legitimised to differing extents through a combination of an increasingly globalised consumer culture and confidence in the right to “catch-up” with core Eurozone living standards, plus faith that the economic model had permanently shifted gear and global capitalist individualism would deliver ever higher living standards for the many (the “end of history”
). 

The credit fuelled expansion found its biggest pipeline through demand for more and better housing and commercial property development, especially in Greece and Ireland CHECK, but also UK and Spain CHECK. The construction and related real estate service sector ballooned; it was one of the few industrial sectors in which employment could not be “off-shored”.  It expanded employment in Spain (X%), Ireland (X%) Romania and the UK GET FIGURES AND CHECK PORTUGAL. 

In most of these states financial deregulation enabled capital account inflows which masked the overall balance of payments problems.  In the Eurozone, the trade balance is neutral; what the south owes the north has; north-European banks and governments looking for a home for surplus funds had invested heavily in most of the southern and Eastern periphery. German and French banks were especially active in Eurozone states. CHECK IRELAND.  

Ireland experienced very significant capital inflows (FDI, i.e., Foreign Direct Investment), especially in IT (information technology).  Irish governments strengthened their links with powerful Irish-American players and offered very low corporate taxes as the price of attracting North American high-tech firms to put their European base in Ireland, making it a strong exporter, but in narrow sectors.  Romania attracted very significant Structural Funds inflows, plus investment by countries such as Germany and the Netherlands (CHECK). German and other north European countries funds’ also flowed in to the Eurozone countries of Greece, Spain and Portugal. The UK’s imperial investment legacy and global banking role ensures a high level of capita inflows.  
Allied to sophisticated financial products such as CDOs which were initially meant to spread risk, it seems nobody was quite sure who had what where and how safe it was. When the domino effect from the Lehman Brothers’ failure wrecked global banking, the first aim of governments was to save capitalism by recapitalising the banks with trillions of dollars world-wide.  

Sovereign debt crisis

Prior to the crisis, private debt was very high in Romania, UK, Ireland and Spain (CHECK GREECE AND PORTUGAL). Greece and Portugal (and Italy) also had significant but manageable public debt prior to the crisis. 
In none of the group had the tax base or tax rates extended adequately alongside increased public expenditure. Greece had the additional problem of very significant tax evasion and avoidance and poor tax-gathering procedures.  But all of the participants in the sub-group recognised something like the “crony capitalism” of Irish builders and politicians or the “business breakfasts” and “revolving door” between British politics and finance which inhibited proper oversight of their over-heating economies. 

The unstable, deregulated capital inflows in our sub-group states quickly became outflows, in Romania by 2008. Ireland’s public debt soared following the government’s decision, instigated by the European Commission, to take on the whole of its banks’ loan books. Greece, Ireland and Portugal suffered severe recession. Irish state revenue fell from €47b in 2007 to €31.5b in 2010 and the budget deficit reached 13.1% of GDP in 2011 (9.4% excluding bank financing) and debt reached 108%. The UK bailed out its global sized banking sector, more than doubling its national debt.  (GET COMPARABLE DATA and DATES)

And so the financial crisis became a sovereign debt crisis – in some EU states.  Debt to GDP ratios ranged from 19% in Luxembourg to 150% in Greece (DATE). Speculation by financial actors raised interest rates on government bonds in the exposed countries close to 7% against less than 2% CHECK for Germany. The smallest governments with the biggest problems – from Iceland and Ireland with their oversized banks to Greece and Portugal with their oversized public debt, could not realistically pay up (GIVE EXAMPLES OF DEBT PER HEAD IN IRELAND AND ICELAND.) For two years insufficient help was provided by Eurozone or EU states to counteract financial speculation. Cynics suggested just enough support has been given to prevent an explosion, buying time for the North European banks and governments to get their money out, but increasing the sovereign debt financing problems for the indebted states.  

Current debt and deficit
 CHECK ALL THESE FIGURES. NONE OF THEM ARE COMPARABLE AND DO NOT APPEAR TO BE FROM THE SAME SOURCES
Public debts
Greek public debt in 2008 was amongst the highest in Europe. But adding overall private and public debt gives a different picture of stress. Greek public plus private debt was 163%; UK 431% and Ireland 1052% (Greek fiche p1). 

Ireland guaranteed its banks, leading to a massive rise in public debt. Debt was 108% of GDP in 2011 and is expected to rise to 120.3% in 2013 (Irish fiche p1) when Greek public debt will be close to 190% of GDP. 

In 2011 Portuguese public debt was close to 108%, rising to 112% in 2012 and 118.5% expected in 2013. Portuguese public debt is the third highest in the EU, after Greece and Italy (Portuguese fiche p2).  

Romanian public debt tracked its economic performance – higher during the three year recession to 2002 and then falling during the accession-preparation boom until the financial crisis of 2007-8. Gross public debt rose from 11.8% of GDP in 2008 to 21.7% in 2008 and 32% in 2012. In the same period gross external debt rose from 51.8% in 2008 to 71.1% in 2012 (page 3 Romanian fiche). 

In late 2012, UK gross public debt was 86% of GDP, much higher than the 2010 figure of 74% and double the pre-crisis long term average of 40% of GDP (UK fiche p1). 

Public budget deficits

The Irish budget deficit in 2010 was 32% of GDP, €18.5b, compared to the Troika goal of 3% (Irish fiche p1). The Portuguese budget deficit in 2011 was much lower at 5.9% of GDP with a goal of achieving 3% by 2013 although the Troika recently agreed to slow the timetable so that 4.5% deficit is now expected in 2013 (Portuguese  fiche p1-2).  

The Spanish budget deficit is currently about 6.3% of GDP and is planned to fall to 4.5% of GDP by 2013 – this will take €19b out of the economy at a time when debt servicing charges are rising (Spanish fiche p6). As in Portugal, there is a move to slow the pace of deficit reduction in Spain and also Greece. The IMF has suggested that budget deficits should be set in structural terms which correct for falls in economic activity (which automatically raise the deficit) (Spanish fiche p7).

The UK budget deficit has fallen – from 11.5% in 2009-2010 to 9.6% in 2010-2011 and 7.7% in 2011-2012 (UK fiche p1).

Government responses to debt and deficit 

Iceland, not in the EU yet, decided not to pay off all of its’ private banks debts, but to have a debt audit of what debt was legitimate to pay and to devalue its currency as well as to make cuts. Devaluation and cuts also happened in the UK and Romania (CHECK). The Eurozone states did not have the devaluation option, nor the default option Argentina had chosen in the 1990s, though it has been discussed for Greece. 
Faced with paying debt interest and refinancing government bonds at unpayable high rates, what was described as a liquidity crisis is in fact a solvency crisis in the emergency assistance/ Troika states. Romania (and Latvia and Hungary) sought external loans first (2008) and were faced with structural adjustment programmes of the type already imposed on states in other parts of the world

There has been much negative public discussion about the governance and strategic failings of the southern and eastern periphery states – although they are not the only European countries with problematic debt and deficit, or indeed problematic governance.  It should be noted that the Single Market and European Monetary Union were designed respecting the requirements of northern industrial developed states and that the same neo-mercantilist approach, pursued  by the EU relative to trade with the rest of the world, has produced serious injustices and imbalances in trade relations with less developed countries.   

Emergency assistance to the states in financial difficulty – the Troika loans
The Troika Programme loans were agreed in Memoranda of Understanding. (CHECK NUMBER OF MEMOS FOR EACH STATE).  
On 8 May 2010, in Greece’s first Memorandum of Understanding (MOU), the country received €80b from the 15 Eurozone countries and €30b from the IMF. The interest rate was 5%
, below what the markets might offer Greece to refinance its debt – but well above the 1% rates given to recapitalised banks in Europe – with no conditions. Greece was soon forced back for a second and third additional tranche of loans. 
On 28th November 2010, Ireland also asked for assistance
.  The total package was €85b to be drawn between December 2010 and December 2013. The package included €17.5b in national contribution and some bilateral contribution from the UK, Denmark and Sweden. 
On 3d May 2011, Portugal agreed its first MOU, with a total package of €78b.
Full “internal devaluation”: the specific Eurozone country medicine and the specific Troika conditions 
There are an increasing range of fiscal and monetary instruments wielded by the EU and more particularly for the Eurozone states. Troika programmes discussed below are very detailed in their intervention requirements, but all Eurozone states have to transpose the fiscal compact into national law. Thus Spain has to prepare a national action plan that will achieve that. 

The fiscal compact constrains states to maximum budget deficits of 3% and “structural budget deficits” of no more than 0.5% of GDP in future, compared to current levels of around 10% in some of our sub-group states. The excessive deficit procedure requires debt in excess of 60% of GDP (compared to Greece’s 150% CHECK REST) to be cut by 1/20 per year. Although not part of the Eurozone, both the UK and Romania have also committed themselves to similar deficit and debt targets. CHECK

What is common to the Eurozone Member States is that the full weight of state budget balancing is being borne through “internal devaluation” of real incomes, because the Eurozone is essentially a fixed currency system and currency devaluation is not an option.  No weight is being borne by surplus and creditor countries, either through internal revaluation – e.g. wage increases in Germany or other surplus counties in Scandinavia and the Netherlands and Austria, or by inflation reducing the value of debt. For the Eurozone as a whole over the next three years, the fiscal squeeze will be 2.5% of GDP from the fiscal compact measures.  For Spain and Portugal (and Italy, Slovenia and Cyprus) it will be 5%-8%; for Greece and Ireland 10% of GDP.
 

Therefore those states requiring emergency assistance (Troika style loans) face very tough conditions over many years to achieve the fiscal targets. The core of the Troika programme is to cut the deficit and balance the budget (therefore ensuring no rise in debt in future). But the Troika beast has three heads and their priorities differ a bit. The ECB, like its Bundesbank counterpart, has been most interested in controlling inflation, but also in securing sound banks; under Mario Draghi, in July 2012 it extended its remit in the financial field – to “whatever it takes.” The European Commission, at its back powerful European Council members especially the Eurozone “better spending” group, is most interested in saving the euro and preventing significant transfers from the north to the periphery, through very tough “fiscal discipline” in the Eurozone, including the “six-pack” and later “two-pack” measures
.  The IMF has been most interested in “structural adjustment” based on privatisation and flexible labour markets. But, concerned about world recession, its recent statements have been moderating on the speed and extent of fiscal “consolidation”. Despite this, it seems it is the IMF which is insisting on the 120% of GDP debt target by 2020, before the Troika provides additional loans to Greece. Given that debt will reach 190% of shrinking GDP by 2014, most commentators think this is impossible.   CHECK ALL THIS

The core impact of the Troika programme is not the loans, which provide temporary liquidity in the financial system and ensure northern creditors are paid, but the conditions attached to them in the Memoranda and the surveillance of them – including the European Commission’s right under the “two-pack” now in process, to require a revised draft budget which they must see before presentation of the budget to the national Parliament. 
The central objective of the Memoranda is to impoverish the people of the Troika states through spending cuts and to a much smaller extent tax rises, in order to cut deficits, balance budgets at a lower level and over time bring down government debt. 

The route out of austerity is assumed to come through lower domestic consumption and public spending to provide economic space for export-led growth and jobs. Unit labour costs in the Eurozone Troika countries are now close to German levels (GET DATA and CHECK ROMANIA AND UK), though of course at much lower (and different between countries) real wage levels. The Greek, Irish and Portuguese fiches noted that the Troika programme has undone ten to twenty years of development and income growth.  
Whereas Romania (limited) and the UK have experienced currency devaluation as well as internal devaluation, in neither case has it cleared their trade deficit, implying they are still not making sufficient goods of a price-quality that others want to buy. This may suggest also that lowering unit labour costs in the Troika states will not be sufficient to make them Eurozone or internationally competitive. In Greece’s case this seems to be acknowledged in the Troika plan to create special enterprise zones that do not have the usual regulatory or tax arrangements, leading to what the fiche refers to as a China zone in Europe.

Of the Eurozone countries in our sub-group, only the Irish participant thinks that their economy can survive the internal devaluation and grow sustainably again, partly because it was a strong exporter, although it is now more than ever export-dependent on a small number of North American firms. Prospects of renewed growth and prosperity are weakened in a time when the world is increasingly in slow growth/ recession “lock step” and when the majority of the world’s surpluses are held by four countries, to whom the rest of the world are in deficit (STATE WHICH).  
The Troika programmes do not much address capital controls to moderate destabilising capital flows, nor industrial strategy, innovation or development path. Indeed, in all of the sub-group states, the austerity programmes have hit public capital spending, including on education and health, as well as current spending and private consumption. Therefore it is not evident how states will develop more balanced economies with bigger export-led industrial sectors and exportable services, especially those requiring highly skilled workers.  If Germany and other Eurozone states in surplus do not increase real wages and therefore unit labour costs, then to hold down their unit labour costs the wealth gap between the southern and eastern periphery and Germany and other northern surplus countries can never close. This would appear to be the end of the ambition of European integration and cohesion.  
The Troika Memoranda of Understanding and the longer-term intent of austerity programmes  
Given the constraints regarding maximum public debt and deficit and the rapid timetable for reduction by 2015-16 and 2020, the scale of cuts is so immense that radical institutional reform is necessary to enable it. Thus the austerity programme (in return for loans which largely repay foreign creditors), drives the reshaping of the economic and social framework of the country. There are three overarching effects: to deeply damage the “social wage” or de-commodification of services essential to real equality of opportunity; to cut bargaining power over the individual wage income from employment; and to reduce the ambition of the social state away from redistribution of resources to support fairness based in equality of opportunity for all, towards minimum safety net in charity. 
Thus the Troika programmes are not only about deep cuts now, but about a different kind of economy and society in future. It is one in which the public sector is tightly constrained in its growth and capacities, in which a bigger privates sector has been created out of formerly public sector utilities and services, and in which there is a massive transfer of power from workers to private sector employers.  In effect, the Troika countries have been denied a social democratic development path and it is this which may underlie the unrest in these states. These programmes are being imposed in Troika states that were still in the process of building or consolidating their welfare systems and had not really participated in the retrenchment which had already proceeded “voluntarily” in richer and northern states with well developed social and welfare arrangements

A key concern from the overall impact of the measures is the shift in aspiration concerning less advantaged people. An aspiration for self-hood, through inclusive precepts such as de-commodification to enhance service access and minimum wages to support incomes, is replaced by  serf-hood, through “conditionality” to control the will and remove freedom of choice in supplying labour, and user charges, to transfer risk to those already most at risk.  
“Austerity” measures in the sub-group’s states
Expenditure cuts

Some positive measures, especially at the start of the Great Recession, were introduced. Some measures to support the social safety net were recommended for Romania and Portugal, e.g. GIVE EXAMPLES, but a recent visit to Portugal from a Council of Europe Human Rights Commissioner
 showed concern about the impact of the austerity measures on poor and vulnerable people. 

In the social public sector, there are cuts to workforce size, wages and pensions. Cuts in public sector workforces have taken place or are in process in Greece, Ireland, Portugal, Spain, UK and Romania. There are also cuts in wages, changes to hours of work, cuts in pensions and rises in the retirement age. The same picture is evident in Italy, Lithuania, Latvia and Hungary.

There are closures, mergers and reductions in public services including health, education and social care. There are significant cuts and closures to the community and voluntary sector in Greece, Ireland, and Portugal at a time of rapidly rising demand and more gaps in the social safety net. GIVE EXAMPLES.

The same pattern of public and community and voluntary sector cuts are evident in Spain. GIVE EXAMPLES, The Romanian voluntary sector has been devastated by the withdrawal of Structural Funds. The UK voluntary sector has suffered more than 30% cuts, leading to closures and mergers especially of advocacy organisations and smaller local organisations dependent on local authority funding.
Spain cut regional funding, the UK cut funding to English local authorities. In both cases the devolved level of government has inadequate finance to meet its service responsibilities. The central state has taken more control of education and health and labour market integration in the UK. Both states face independence demands in parts of their territories that are strenghened by centralised imposition of austerity programmes. 

There are few measures to protect the poor and vulnerable, cuts and tax rises are mainly regressive on the poor. 

Examples of welfare cash benefit cuts
A 15% cut in maximum unemployment insurance benefit and a 10% cut in long term benefits took place in Portugal in April 2012.
To be done

Examples of service cuts

Education to be done

Housing probably to be done

Health

There are common themes of user charges, cuts in personnel and their wages and conditions and reductions in the scale of the hospital sector – though it is difficult to distinguish whether these latter cuts are maybe part of a shift in the way health care is being delivered across Europe and would have happened anyway. 

In Greece, there has been complete reformation of the National Organisation for Health Services Provision, which aims to consolidate fragmented services but at the same time as cutting costs. There were 35% cuts in general services and also in medicine costs for the chronically ill, elderly and uninsured, who were not protected from cuts. Further cuts in operational costs and drugs budgets are planned for 2012-2015. There will also be mergers and closures in the hospital sector (Greek fiche p21). 

Ireland has also had cuts in the hospital sector and new fees for drug prescriptions for those with medical cards on social welfare support who previously got their drugs free. Cuts to support for people with disability (personal support as well as health) will also affect demand for other health services and access to employment. Cuts to care homes and to home care support will leave many vulnerable elderly people isolated and at risk (Irish fiche p6).

In Portugal the Troika imposed cuts and user fees that have decreased access to health services while ill-health increased.  The Portuguese Observatory on Health Systems’ (OPSS) report for 2012 shows a decline in users in all regions. Cuts of up to 65% on support for transport to hospital were found.  A study of pharmacies in Lisbon showed about 20% of clients, mainly women, unemployed and elderly people, did not fill their whole prescription due to costs. There are also overall budget cuts on health benefit schemes for government employees to reduce to zero state support by 2016 (Portuguese fiche p20). 

Spain has introduced co-payments for medical prescriptions for elderly people. A new law in September 2012 denies health care to undocumented migrants, some of whom have now sought health care assistance from church parishes (Spanish fiche p15). Hospitals are being closed or merged.

Romania health?

In the UK the Conservative Prime Minister was elected in May 2010 having said that the National Health Service (NHS) budget and system would be protected. The Comprehensive Spending Revue set spending for the three years 2010-2013. The main health cuts have been in capital spending – by 17%, plus £20b in “efficiency savings”. Current spending was increased by 1.3%, which is below the rate of inflation and considerably less than the rate for health inflation. Thus there will be real cuts, especially in the hospital sector and access to routine surgery is already slowed as waiting lists increase.  However the NHS settlement was much the best of the social sector cuts programmes. Welfare budgets and local authority housing and care services took the brunt of cuts. The key change is structural reform which will open the NHS to privatisation of services through the Health and Social Care Act of 2012 (UK fiche pps 16-17).

Taxation

Common themes include the minimum 2:1 ratios in favour of spending cuts over tax rises, the preference for regressive consumption taxes and user charges and the race to the bottom on business taxes. 

Before the crisis, Greece, Ireland and Portugal had the lowest tax ratios and chronic external trade deficits. Euromemorandum 2013
 suggests it is therefore no surprise they were first Eurozone states to seek assistance since they had less scope for automatic stabilisers (expenditure rises and tax cuts in recession and vice versa).  
Tax revenue collapsed amid the recession, high unemployment and falling profits. Lower revenues are a major cause of increasing deficits in the sub-group Member States most of whom are in recession. Rather than seek to reflate their economies (after the initial global reflation following the 2007 financial crash) the Troika programmes – and other austerity programmes in the sub-group states, have sought to cut expenditure and balance the budget with a smaller state sector and one-off revenues raised from privatisation. 

The austerity programmes have a much smaller role for tax increases than for expenditure cuts. The ratios are 80:20 in favour of cuts in the UK, down to 65:35 CHECK in Spain Portugal. 
There have been a few tax measures in Troika programmes that are not regressive, including the wealth tax in Portugal CHECK, the anti tax-avoidance measures in Greece and the Universal Social Charge in Ireland which ranges from 2-7% on incomes above €10,036 (therefore it hits people on the minimum wage). Property tax has been levied in Ireland for the first time but at a flat rate of €100, therefore regressive, and in Greece CHECK. However it is introduced at a time when property values are falling and incomes cut and is causing much resentment. 

In all of the subgroup Member States, prior to the financial crisis, the tax base was becoming inadequate to meet governments’ ambitions – often shrinking at the same time as they expanded social development. The relative burden of taxation born by low to middle income workers rose compared to the wealthy and to corporations. Future capacity to expand public services while keeping deficit in check, and willingness of the population to countenance public service expansion, are hampered by the narrow tax base.

A problem in all countries is under-declaration of income for tax purposes, by self-employed professionals and small businesses, or use of legal vehicles to pay less tax than equivalent employees of large public or corporate enterprises. The fiches in Romania and Greece particularly note this problem, CHECK, but although it is receiving Troika attention in Greece, it is an under-addressed problem in those countries in which self-employment or other forms of non-employee jobs are rising. 

Difficulties in tax gathering and a notion of fairness based on equal-sized contributions rather than ability to pay have led some central and eastern European governments, including Romania CHECK to introduce income “flat taxes”, which are regressive on incomes. So also are sales and excise tax, widely used in less developed countries as less subject to evasion. In the EU, VAT (Value Added Tax) has been an attractive source of revenue as more “hidden” from the populace than increases in income tax, but not only is it regressive on incomes, but the VAT base has been affected by internet trading and “carousel” fraud.
A major international problem is the race to the bottom on corporation tax. Ireland, and Romania have amongst the lowest rates in Europe.  Some large UK companies moved their “official” headquarters to Dublin (but very few staff) in order to benefit artificially from lower corporate taxes. Some have moved back, as the UK Conservative government has twice cut corporation taxes. 
Many large multinationals trumpet the large amount of tax they pay, but are referring to payroll and local business taxes and value added tax (which they merely collect from the customer and pass on), rather than taxes on profits. Many large corporations pay little or no such tax. They book their profits in low tax/ havens through transfer pricing and internal fee charging. Other strategies are high debt gearing, with interest set against profits and high dividends leaving little to tax and also small reserves to invest, a crucial loss in high capital-using monopoly industries such as utilities. GIVE EXAMPLES While there is a clear need for co-ordinated international action (and the USA has tighter regulation in its own borders than most countries) the UK and German governments amongst others have recently shown indications of preparing for action on tax avoidance. But neither Troika nor other austerity programmes have sought to address the declining burden of taxes borne by businesses vis-a-vis employees.

CHECK OTHER TAXES INCLUDING SOLIDARITY AND PAYROLL TAXES.

Hidden regressive taxes - fees and charges for public goods
There is an introduction of fees – e.g. in higher education in Portugal and Greece, rises in cost of books and transport to school in Portugal,  and co-payments for many public goods and services including payments for medicines which are causing significant distress in Greece, Portugal and Spain.  
Where utilities had no charges (water in Ireland) or heavily subsided charges, individualised payments have been introduced.  

Re-commodification of access to public goods is clearly regressive on low income people but also an example of individualisation of risk and the loss of collective benefits. It fails to capture the positive externalities of collective provision (e.g. if everyone at risk is vaccinated against polio, then the likelihood of any individual getting it – with the associated cost to their own lives and the loss in productivity to the country is reduced. Ditto, if lighting is provided for a whole street, then all street users are less at risk of accident or crime). Re-commodification is also a crucial initials step to privatisation of the ownership of the good or service. European competition law also helps pave the way to privatisation.
Privatisation

In those countries such as Portugal and Greece which had not privatised utilities, this is a part of the MOU. In Greece’s case there is a massive sell-off of ports, airports, industries and land. In Portugal there is complete liberalisation of energy and gas markets, privatisation of the national air carrier, energy firms and post and insurance. The government also intends to go further with its privatisation programme.   
There is no efficiency argument for privatising natural monopolies which are likely to be able to extract super-profits. UK utilities, airports, ports and railways have long been privatised – by the previous Conservative government, before 1997. PUT IN SOMETHING ON Price increases and risk of fuel and transport poverty. As well as the risk to consumers from price hikes, there is a risk to tax-payers in Troika countries of a fire-sale of assets at cheap prices – as happened in the UK power industries and rail franchise contracts. 

In the UK privatisation has entered core social areas. The central state departments contract directly with multinational private sector businesses in education, health and labour market integration. This cuts out various layers of democratic oversight or citizen participation – a particular issue for schools where it is impossible for a central government department to have effective oversight of the 6000 plus (CHECK) secondary schools that are now Academies outside local control.  Similarly, lack of skilled and experienced contracting staff has meant central departments have agreed contracts – such as in the PFI (Private Finance Initiative) programme of capital spending in health where there is evidence of poor value for money and poor contract management. 

Unemployment and labour market deregulation

Unemployment rates rose in all the sub-group states during the Great Recession and continued to rise in the bail-out countries and in Spain, due to induced recession from austerity programmes. In mid 2012, unemployment rates were 7.2% in Romania and 7.9% in the UK, well below the EU average of 11.3%. Compared to the Eurozone average of 10.4%, the rates are Ireland (14.7%), Portugal (15.5%), Greece (23.9%) and Spain (24.7%); the latter two are the highest in the EU. The lowest rates are in Austria (4.3%) Luxembourg and Netherlands (both 5.1%) and Germany (5.5%).Youth unemployment is higher than adult unemployment, the EU average is 22.7% - just below the UK rate. The highest rates are again Greece (55.4%) and Spain (52.9%). Portugal’s youth unemployment rate is 35.9% and Romania’s youth employment rate is low (FIGURE?) IRELAND CHECK. Italy’s youth unemployment is also very high at 39.3%.

All of the sub-group participants had doubts about the interpretation of their level of unemployment compared to past measurements. First, the veracity of the figures in counting the gap between jobs available, especially full-time jobs and those who want employment.  For example, the Romanian figures are unlikely to reach to all the unemployed, few of whom are eligible for support and on whom less than 0.03% of 2010 GDP was spent on active labour market polices – a tenth of average EU spending (Romanian fiche p8). The Irish figures do not count as unemployed those working very few hours. Part-time employment has increased in Ireland, Spain and the UK. UK unemployment figures may be influenced also by churn through the Work Programme of compulsory activation.
A big concern is the effect of migration flows on unemployment rates and its masking of job destruction. Although many of the sub-group states, for example Ireland, Romania, Greece and Portugal, have been significant sources of emigrants to other countries, during their boom years some of them had experienced very significant in-migration from other parts of Europe, especially central and eastern Europe, as well as migration, legal and undocumented, from other part of the world.  Ireland had X Polish and Y Latvian workers. UK had X Polish plus other eastern European workers in addition to worldwide immigration.  Greece had in-migration from Albania ETC CHECK. ROMANIA CHECK.  PORTUGAL AND SPAIN CHECK. 
With the onset of recession, these countries again became labour exporters. For example estimates of Roma out-migration from Romania run at one million plus and as high as three million, from a Romanian population of about 22 million. Because Romany people are mainly poor and with few qualifications, emigration reduces the incentive for the Romanian state to provide adequate programmes to help combat poverty and support development for Romany people. Ireland experienced out migration of X Polish workers and UK X Polish workers. Emigration of other people born in the countries also increased, especially of educated young people – in Greece (1.5m educated young people, Greek fiche p8) , Ireland, where over half the emigration was of Irish nationals (Irish fiche p7)  CHECK SPAIN, PORTUGAL, UK AND ROMANIA, holding down the increase in unemployment but holding out problems for future high-skill development.  
Labour market segmentation and an insider-outsider phenomenon is clearly present in the southern and eastern states in the sub-group. Public sector wages and conditions are on average better than those in the private sector, but in attacking them, it is not clear whether austerity programmes account for average skill differentials with the private sector.  Certainly in the UK, the better average wages in the public sector are accounted for by higher average skills and qualifications (partly because many of the least skilled or qualified jobs were outsources to the private sector). Public sector workers also tend to be more unionised and work in larger organisations, both of which statistically are associated with higher wages (and also lower turnover, which cuts recruitment and training costs). 
At the top of the labour market, salaries for private sector executives are much beyond those of the public sector (GIVE EXAMPLES). There are highly skilled private sector Irish IT workers employed by foreign multinationals, also well paid and with salaries little affected by the recession. However, these multinationals resisted unionisation and were averse to the social partnership process in Ireland. 

High unemployment has been used as a reason to “flexibilise” labour markets and cut minimum wages, to aid labour market entry entry, especially of young people.  In Greece the minimum wage has been cut 32% for adults and 22% for youth, falling from CHECK, in Ireland the cut was reversed and in Portugal also the minimum wage is frozen for the period of troika assistance. In Romania, the emergency programme imposed increases in fixed term contracts. There has been an increase in conditionality of benefits for the unemployed in all of the states. 
A key distinction between the emergency assistance states and the wider Eurozone imposed fiscal consolidation, is the interference in collective bargaining in the labour markets which results in direct transfer of bargaining power to employers. The Troika Eurozone countries and Romania have had imposed on them the removal of centralised collective bargaining, especially in the public sector. It is replaced with a preference for company level bargaining, a clear attack on social partnership arrangements, for example in Ireland and Portugal. It is intended to reduce union power and thus reduce and vary national and regional wages and conditions – helping to pave the way for privatisation of public services. The same approach is taking place in the UK, without the Troika, for the same reasons. CHECK SPAIN. 

While job creation and cutting deficit and debt are the excuse for these attacks on public sector employment and on trades union bargaining, the main outcome may be to alter the ratio of “good” to “bad” jobs, with little or no job creation in the number of full-time equivalent jobs. The Troika measures and the similar approach in the other sub-group states seem to take little account of the impact of the crisis and austerity on job destruction and the exacerbation of the already existing problem that there are not enough jobs, not only for those whose work has been outsourced beyond Europe, but for the increased number of educated young people seeking quality work and excluded from the labour market by the reduction in it. Emigration has been a de facto austerity measure.
Poverty and material deprivation 
Relative poverty

Relative poverty rates between the sub-group members range between 20% and 30% CHECK and are important for tracking the path of income inequality. High income inequality is a key driver of risk of poverty and a leading indicator of restricted opportunities for social mobility. 

But in many European countries the crisis and austerity response meant that low income workers were worse hit by the crisis than were households living primarily on welfare benefits; it was austerity programmes that cut welfare expenditure and hit hard on welfare beneficiaries. In some states, this pattern had an initial impact in making small reductions in income inequality and therefore in relative poverty.
Absolute poverty

While actual real incomes and levels of living are very different in the sub-group Member States GIVE EXAMPLES they have in common an experience of rising levels of absolute poverty on a fixed standard, due to falling real incomes consequent on the crisis and austerity response to it.

Within the unemployed, long-term unemployment has continued to rise, increasing the numbers outside the main unemployment insurance benefits.  
The increase in food insecurity is evident in the rapid rise of food-banks in the UK and Portugal CHECK. 
Material deprivation
To be done 

Groups most at risk

As before the crisis, those most at risk of poverty – and material deprivation - are lone parent and large family households, certain minority ethnic groups but not others PUT IN EXAMPLE OF ROMANIA AND ROMA, UK AND PAKISTANI & BANGLADESHI, recent migrants, people with a disability and long-term unemployed. Of course people and households may overlap these categories.  What is depressing is that far from being protected, those most at risk of poverty before the crisis have often been subject to the toughest austerity measures so that even if numbers in poverty had not increase, depth of poverty would still increase.

The EU at-risk-of-poverty and social exclusion (AROPE) measure and post- crisis poverty  

The EU AROPE
 measure is based on household income, work intensity and material possessions. The fiches make it evident that the measure of at-risk-of-poverty and social exclusion is not so very useful for tracking what is happening as a consequence of the austerity response to the crisis – in terms of changes in absolute poverty and depth of poverty. Nor is it adjusted for the higher inflation rate of the basket of goods bought by poorer people, which is heavily weighted to housing costs, food, water and energy, all likely long-term to show above average rates of inflation but also very significant cyclical changes, especially for food, where rises are very difficult to manage on low incomes adjusted annually. Therefore AROPE relies on the adjustment to inflation measures for welfare benefits made in the Member States. 
AROPE does not capture the impact of the fall in the “social wage” due to re-commodification of services. Higher inflation for the poor and commodification of services may show up indirectly in numbers at risk of material and severe material deprivation (which are rising) as households reallocate incomes in this context. But it will not capture until the long term, the impact on poverty of the medicines and school materials not bought, the sickness and educational failure endured, the resort to migration from home and family.  It is perhaps because of the extended (certainly longer than the electoral cycle) impact of much that is happening now, that the poverty and exclusion risks are not being addressed as a high priority, or in Romania, given overall development constraints, as any priority at all.

Neoliberal austerity programmes, democracy and development 
The neoliberal race in Europe is taking place amidst an emerging and important philosophical debate about whether making social goods profit-seeking changes the nature of the goods offered to the detriment of their quality and meaning.

Ireland, Spain and the UK could be said to have “volunteered” to implement a neo-liberal agenda.  In the Irish case, the government’s national action plan was presented only a week before the Troika meeting and the Troika content largely reflects it. Spain volunteered for austerity – under both the socialist and then conservative governments, in an attempt to avoid bail-out and what one of the sub-group participants referred to as “A German in every Ministry”. 

In our sub-group, the UK is the clearest examples of implementing the neoliberal austerity agenda without compulsion. The government debt was high but manageable, the ratings agencies gave top rating to government bonds and government borrowing to finance debt could take place at very low interest rates as money flowed in looking for a “safe” home outside the Eurozone. Yet the UK government introduced a deep austerity programme and institutional reform that is privatising core social areas of health, education and labour market inclusion.  But even more open and concerted attacks on the ideology and existence of the public sector are taking place in other parts of Europe. For example the Czech government is aiming to completely deconstruct its welfare state.
  

The EU social and democratic deficit has been pushed to an extreme level by the Eurozone fiscal compact and the Troika interventions – including by the IMF, in which unelected people are imposing detailed control on internal democratic arrangements and development strategies.

In the Troika states, although it is a government’s choice to provide measures other than those suggested as long as they are “equally good”, budgetary consolidation rules means slicing into the heart of public expenditure.  

All of the emergency assistance states have had additional intervention in their development path, through imposition of privatisation of state-owned assets if they have not already done it, reducing their scope for strategic planning. They have also had impositions on their freedom of arrangements in collective bargaining, which used to be a core feature of democratic states. In each of them the social and welfare sectors have borne the burden of expenditure cuts. It seems that Greece and Portugal had imposed on them what they had chosen not to do and Ireland had extra leverage from the Troika process to take the neoliberal path at the expense of its social partnership approach. Though the Irish state produced a programme a week before the Troika meeting, as the Irish participant suggested, how do you negotiate with the Troika? 

The Troika states are thus uniquely subject states, without even the currency flexibility of non- Eurozone states receiving emergency assistance such as Romania. This is sadly evident in some southern periphery fiches in phrases such as “German colony” and “German hegemony”, which reflect a view that they have not shared their sovereignty in Europe but lost it to Europe’s largest power.  
In a Eurobarometer survey preferences in favour of the EU have fallen by nearly half in the southern states (CHECK). Since many of the “big payer” and budget surplus states already have Eurosceptic majorities or substantial constituencies, driving ahead with Eurozone economic integration without greater European democratisation is deeply damaging to the European integration project, but is any way clashing with traditional understanding of sovereign  democracy in Europe. 
Civil dialogue and campaigns against austerity programmes

To do. Would like more information on this

Recommendations to EAPN

To do. Would like to discuss this in our November 15 meeting
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