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Editors’ Note
“The Euro is the fly-wheel of this multiple-speed
GrossEuropäische economy. For Germany, the Euro
functions as a streamlined Deutschmark which, because it
is less vulnerable to sudden appreciation, ensures the
competitive pricing of German exports while subtracting
little from Berlin’s de facto veto power inside the EU
economy. For southern Europeans, on the other hand, it
is a Faustian bargain that attracts capital in good times
but abdicates the use of monetary tools to combat trade
deficits and unemployment in bad. Now that the Iberian
and Hellenic pox has infected Italy and threatens France,
a hard-love vision of Euro-Europe is emerging from Berlin
and Paris: fiscal integration via treaty revision. Having
already lost control over monetary policy and been forced
to defoliate their public sectors under supervision of EU
and IMF technicians, the debtor countries are now being
asked to accept a permanent Franco-German veto over
their budgets and public spending. In the nineteenth
century, Britain frequently sent its gunboats to impose
such receiverships on defaulting countries in Latin
America or Asia. The Allies yoked Germany in a similar
fashion at Versailles and thus sowed the Third Reich.”
Excerpts from “Spring Confronts Winter”
by Mike Davis
New Left Review #72, November-December 2011
The European debt crisis has engulfed a large part of the
continent as well as the political and monetary union. There is
a strain to repay the debts it has built-up in recent decades.
Greece, Portugal, Ireland, Italy, and Spain –all have, to varying
degrees, failed to oblige bondholders the guarantee it was
proposed to be. Even if the ‘Famous Five’ appear on the horizon
of an imminent catastrophe, the tragedy has across-the-board
consequences that expand beyond their frontiers to the entire
world. So much that Sir Mervyn King, the head of the Bank of
England, in October 2011, termed it as “the most serious
financial crisis at least since the 1930s, if not ever.”1
Towards the end of the previous decade, with the outburst of the
sovereign debt-crisis, the Greek socio-economic model collapsed
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from the tip to toe. The Greek paradigm from 1994 included high
public indebtedness as a core element. It seems that a difficult
transition from a ‘state-led familistic to a liberal, partly defamilialised capitalism’2 was taking place. However, that ‘model
in transition’ hit roadblocks due to the global financial crisis and
the structural debility of the European Monetary Union. In spite
of several attempts to classify the Hellenic crisis as purely an
internal matter, it would be hard to deny that without the
involvement of the European financial and industrial capital,
things of such magnitude were hard to take place. On the ground,
they actively encouraged the Greek state to borrow incessantly.
Triggered by the debt-crisis, more money was pumped into
Greece from the Euro Zone and the IMF as conditional loans
linked with structural adjustments. The conditions aimed at fiscal
consolidation through ‘austerity measures’ leading to budgetary
cuts largely targeting social benefits. The successive political
and economic course of action taken since the last two years
exacerbated a profound and extended downturn that has almost
eroded the Greek fiscal and productive foundations. It also
hampered the debt sustainability and disturbed the lives of
millions. Unemployment, continuous loss of income, uncertain
existence, and enduring anxiety where the horizon only appear
bleak, are the order of the day. Moreover, with a state that has
‘limited’ its role and the employment model thrown out of gear,
the neo-liberal project in Greece completed a full-circle.
Europe stands in front of a similar damage by structural
adjustments and forced austerity that Latin America went
through in the 1980s. The quirks of fate are obviously vicious.
Even though north-central Europe has all of a sudden developed
an acute case of amnesia, a few years ago the business & financial
media was all in admiration of Spain, Portugal and even Greece
for their aptitude in clipping public spending and boosting
growth rates. In the direct aftermath of the Wall Street fiasco,
the uncertainties of the continent was predominantly focused
on Ireland, the Baltic and Eastern Europe. The Mediterranean
as a whole was perceived as reasonably well-sheltered from
the financial tsunami crossing the Atlantic at supersonic
velocity.
Amidst the chaos that has descended in the Hellenic Republic
but not exclusively limited to it, various voices spurt up. In
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spite of a range of opinions pinning and underpinning each other,
a tide of ideas runs through, sometimes like a storm, in public
meetings, seminars, discussions and above all in the streets of
the debt-ridden countries of the Old Continent. When protesters
demand the banks to pay, in the streets and public squares of
Athens, Thessaloniki, Madrid, Barcelona, Milan, Rome, Lisbon
and in myriad cities it is evident that countless numbers are
coming close to an idea that has gained recognition due to the
crisis. The idea of “illegitimate” or “odious” debt!
The doctrine of odious debt first proposed by a Russian jurist,
Alexander Sack in 1927, repeatedly echoes in the deliberations
around the debt issue in countries of the South since the late
1990s. It’s applicable for all loans consciously disbursed to
corrupt or dictatorial regimes, for objectives that the masses
don’t stand to gain. Therefore, the countervailing action is to
obliterate the debt with the fall of the despot. It was invoked in
Iraq to cancel the debts contracted by the Saddam Hussein
regime; Ecuador used it to cancel some of the loans a few years
back. The term has now found its way to Europe and is being
embraced by swelling ranks and, which is snowballing.
On the other hand we have heard the German politicians
insisting the Greek government pay-off its debts by selling its
islands and perhaps throw some ancient ruins into the bargain.
It was so embarrassing for the then Greek Prime Minister,
George Papandreou that he was obliged to make a public
clarification denying the idea of actually considering selling
any islands.
Amidst various claims and counter-claims, the idea to compile
‘The Debt Crisis: From Europe to Where?’ was to orient
the readers back home about multiple facets of the deepening
crisis that they are unaware of. The crisis as explained by Eric
Toussaint, Damien Millet, Renaud Vivien & Daniel Munevar are
scarcely touched by the corporate-controlled media and
mainstream academics. It’s unfortunate but a hard reality that
the media continues to project the crisis, primarily from the point
of view of the bankers and capitalists. Hence this modest attempt
in the form this collection, to introduce the readers, scholars,
students and activists, to the ‘other’ side of the politico-economic
reality. In attempting to do so, we are fully aware that to produce
something on such issues at these critical times when one
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catastrophe befalls over another is a little tricky. It was really
challenging to finish the compilation since new events were taking
precedence over the others rapidly. However, when we initiated
this effort we were hopeful that we would be able to present a
coherent and cogent analysis of the recent happenings.
The current crisis in Europe and also the overall global crisis
from which perhaps no “national” domains are excluded have
multiple dimensions. Apart from the economic policies, there
are shifting models on the basis of which different economies
and labour markets under capitalism are structured. The
concomitant shift in welfare regimes, labour markets, national
production systems, the combination of ‘financialisation’ and
the weakening of regulatory and welfare institutions within
most European countries, have given rise to serious
discrimination within the European Union itself and also further
contributed to inequity in the global economy.
The emphasis of the present collection from Vikas Adhyayan
Kendra (VAK) is to clearly reveal the ill-advised economic
policy approaches which are currently leading the Euro Zone
and the rest of the world towards disaster. As in the past, VAK
would like to continue to play the role of the interface between
the academia and the activists. This is also an attempt to
critically feed into the contemporary mainstream discourses
that intend to understand the approaching crisis. We hope ‘The
Debt Crisis: From Europe to Where?’ serves the purpose
successfully.
We thank all the authors and translators for their contribution
to this collection. We particularly thank Dr Eric Toussaint for
guiding the compilation with attention and care. His suggestions
and advices proved extremely useful for this compendium. Dr
Sandeep Pendse deserves special thanks for providing valuable
ideas. Dr.Lesile Rodricks & Wasim Shaikh for reading through
the texts and offering us important inputs. We are deeply
grateful to Suresh Shelke and Alice Abraham, without whom
the present work could not have seen the light.

— Sundara Babu Nagappan & Sushovan Dhar
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Prologue:
The CADTM, 20 years of struggle
for the oppressed
— Eric Toussaint
1 . The Committee for the Abolition of Third World Debt
(CADTM www.cadtm.org) has been active for 20 years in
its combat against debt, which is a powerful instrument of
domination used by creditors to extract money from the
poor. Focusing on this intrinsic issue, the CADTM has
tirelessly forged links with the worldwide struggles on
various themes, in order to make an overall analysis of
the capitalist system and propose alternatives 3. 20 years
after its creation, today the CADTM is an international
horizontal network present in more than 30 countries
spanning 4 continents 4.
2 . The CADTM is convinced that there will not be any global
revolutionary change without numerous local struggles.
Therefore, local struggles (in the neighbourhood, city,
region...) are essential, but to be effective must also be
systematically linked to the international one, and viceversa.
3 . Since its inception, the CADTM has made it a point of
honour to invite representatives of movements from the
four corners of the world to public events, to foster
convergence. Thus it has invited striking factory workers
from Belgium (for example, steelworkers from the Clabecq
Steel Mill who engaged in an exemplary and difficult strike),
representatives of the Zapatista movement from Mexico,
Rosario Ibarra, a Mexican human rights activist, Vandana
Shiva, a feminist from India at the forefront of the ecologist
movement, representatives of the indigenous movement
from Ecuador, representatives of the Landless Workers
Movement from Brazil, a great number of activists from
Africa, Lidy Nacpil (the Philippines), and Beverly Keene
(Argentina) of Jubilee South, Adolfo Perez Esquivel
(Argentina)- Nobel Peace prize winner, René Dumontagronomist, activist and environmentalist, Bishop Jacques
Gaillot, who was dealt a blow by the Vatican for his radical
struggle for the oppressed, the geneticist Albert Jacquard,
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Abraham Serfaty from Morocco, Michel Chossudovsky
from Canada, Alejandro Olmos from Argentina, and many
other representatives of the movements for another world.

4 . On the basis of its analysis of debt and a conviction that a
powerful movement for alternative globaliastion needed
to be strengthened, the CADTM had participated very
actively in the creation of the World Social Forum in Porto
Alegre in Brazil in 2001. It helped to strengthen the world
assembly of social movements, participated in the
foundation of the Belgian Social Forum (and member
organisations of the CADTM international network did the
same in their respective countries) and the European
Social Forum. Its goal was to build tools for transforming
the world. In this respect, our record is very worthy,
although much remains to be done. We must continue to
fight tirelessly and enthusiastically.
5 . The CADTM is an international social movement, which
explains why its programmes and objectives are different
than other NGOs. The financing of NGOs depends on their
action plan. So, many NGOs regularly change the themes
of their action plan, for example, from decent working
conditions to food sovereignty, third world debt to climate
change.
The CADTM wants to develop a thematic continuity while
actively supporting others in their combats. It has tried
to participate in a number of struggles, constantly drawing
others’ attention to the fundamental importance of debt.
The CADTM’s challenge has been that other movements,
such as the World March of Women (WMW), incorporate
the issue of debt in their analyses and actions. At the same
time, the CADTM has integrated the feminist struggle in
its own analysis, daily practice, and action plan. This is
just one example – we could mention many others – such
as the participation in the struggle for climate justice,
promotion of human rights (political, civil, economic,
social, and cultural, which are indivisible), food
sovereignty, demilitarisation ... and many others equally
important that I have forgotten to mention.
6 . After all these years spent struggling for debt cancellation;
today we can see that the central issue in European
countries is public debt, in the sense that all social and
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economic policies adopted by governments are based on
the excuse of the recent explosion of public debt. This is
an attempt to impose real structural adjustment plans,
accompanied by systematic violations of fundamental
social rights. Whether we are in Belgium, Romania, France,
Spain, Greece, Poland, Great Britain, or Ireland, public
debt has become a crucial issue in the EU and beyond.
Debt is a vital concern for people in developing countries
of the world, and it has also come to the forefront in the
North. In the present context, our approach, which
brought together the struggles in the North and South,
has gained in legitimacy.
7 . The CADTM has gained the expertise required to help
social movements. Many think-tanks, research bureau
(even politically leftwing ones) prioritise lobbying in order
to influence governments, ministers, parliamentarians,
and directors of institutions like the World Bank and the
International Monetary Fund. They provide research and
advocacy targeting major players, such as governments
and directors of powerful institutions.
Our option was to take sides with the social movements,
to produce a meaningful analysis, and to provide it to
citizens in grassroots organisations and associations: the
“civil society from below” as Francois Houtart would say.
This has a ‘multiplier effect,’ because if this analysis is really
taken into account by social movements and by civil
society from below, then it percolates into the seats of
power, because a power relationship is formed. This
becomes a theme that is a focus of public opinion, a theme
of grassroots mobilisation in the streets. Then political
authorities are forced to take note.
8. When international financial institutions (WB, IMF) invite
NGOs and other components of civil society, they just want
to pose before the cameras to make us believe that they
are participating in a genuine dialogue! Representatives
of the IFIs adopt a hollow and noisy rhetoric. They want
to give us the impression that they have understood their
mistakes. They perform their act of contrition and assure
us that they are changing their modus operandi, but in
reality they apply the same completely market- and
export-oriented neo-liberal logic. The CADTM is willing
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to engage in public debates with these institutions,
especially in order to make them accountable and to
improve public knowledge through these exchanges.
However, the CADTM refuses to sit on their permanent
consultation bodies, because the CADTM refuses to be
manipulated.

9 . The CADTM has tried to establish unity among
organisations working on the same issue, even if they have
different points of view. This applies to Jubilee South,
whose work we have supported since its inception in 1999.
This also applies to Eurodad, a Brussels-based
organisation, which prioritises lobbying. This applies to
Latindadd, a Latin American network based in Peru. This
applies to all movements striving for a solution to the debt
problem. Since 2007, we have been contributing to a
permanent coordination among all movements working
on the debt issue in developing countries. We have also
succeeded in holding together an annual Global Week of
Action against Debt and IFIs. Although we do not have
exactly the same approach in terms of the content or our
analysis and demands, although our strategies differ, this
has never prevented us from trying to work together,
because it is the best way to achieve results. Our opponents
seek to divide us in order to win the battle. That is why we
must strive for unity. Not at any price, of course; however,
we must make an extremely important effort to achieve
unity among different movements working on the same
issue.
1 0 . It is also essential to find convergence among
organisations working on different themes and organised
differently (Via Campesina, labour unions, ATTAC). There
must be a convergence among the men and women who
place their priority on issues such as human rights and
women’s liberation. Left-wing political parties, social
movements, civic organisations, and NGOs must work
together to bring about change. In that perspective, we
convened a meeting on 29 September 2010 in Brussels. It
was a meeting of all social movements, citizens and
political parties who are ready to protest in Europe against
the use of public debt as an excuse for implementing
austerity plans. Political parties and social movements
with different opinions met around the table, especially
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to convene a major European conference in 2011 against
debt and austerity policies. There should also be unity
among the people in the North and South. That is an
essential aspect of our approach. The CADTM exerts a
great deal of energy in order to make the North hear the
voices of the South- The Other Voices of the Planet.
1 1 . In this globalised capitalist world, there is a host of people
whose moral compass, life values, and world view do not
revolve around the market, private property, and the
accumulation of personal wealth. They have made
themselves heard through their activities towards
rejecting capitalism and bloodletting neo-liberal policies.
This is particularly true of the indigenous peoples, for
example those in Latin America.
In the North, some communities have also maintained
another type of lifestyle vis-à-vis the capitalist mindset.
Sectors of the population, especially among the youth,
are trying to break with the productivist logic of capitalism
through their struggles and lifestyles. We could also
mention the networks of solidarity economy and trade in
services. The other world towards which we are striving is
partially based on that. Of course, in order to make that
other world come true, we need a true revolution in all
areas.
1 2 . Has our work really been useful in any way beyond simply
raising consciousness? The answer is yes. We contributed
solidly to the implementation of the Ecuadorian debt audit
in 2007-2008, from the moment the government of that
country decided to take unilateral and sovereign action
to work towards solving the problem of debt repayment,
which at that time represented 38% of the state budget. In
that sense, our work has been very useful, since part of
Ecuador’s debt was eliminated ($3.2 billion, plus the
interest which was due until 2030). We have contributed,
albeit modestly, to the fact that Ecuador’s new
Constitution contains a series of Articles aimed at
preventing any future dependence on government debt.
Just before this audit, we had contributed to Paraguay’s
decision for repudiating in 2005 an illegal debt owed to
Swiss banks. The CADTM has also provided its advice
regarding the establishment of a Bank of the South for 7
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Latin American countries (Argentina, Bolivia, Brazil,
Ecuador, Paraguay, Uruguay, and Venezuela) whose
activity should commence shortly. The fact is when
progressive governments have asked for our assistance,
we have been ready to assume our responsibilities. That
has never prevented us from criticising them.
Furthermore, the CADTM has developed expertise on
debt and its alternatives, and can provide effective tools
to any organisation or government willing to genuinely
confront debt issues.

1 3 . The CADTM has a moral compass and a guiding principle:
to be at the sides of the exploited or oppressed whenever
and wherever it is required. In all our activities, including
when we plan to support certain leftist governments as is
the case in Latin America, our basic criterion is: have we
helped exploited men and women to make some progress
towards their emancipation? If the answer is yes, then we
immediately come to their aid!

— Translated by
Suchandra De Sarkar & Charles La Via
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Preface
—Eric Toussaint
The editors have chosen an excellent title for this book “The
Debt Crisis: From Europe to Where?” which incorporates a
series of analyses written mainly in 2011 - 2012. The epicentre
of the crisis that began in the United States in 2007 shifted to
Europe in 2010 and it is necessary to ask the questions: where
is this crisis leading to? How will the rest of the world be affected?
The combined effect of a crisis of overproduction in the real
estate sector in the U.S., as well as the banking and financial
crisis of great magnitude produced the economic and social
disaster. The banking and financial crisis was itself caused by
the deregulation of the financial sector launched by the
successive governments in the U.S. and Europe starting from
the widespread introduction of neo-liberal policies in the 1980s.
This deregulation allowed large banks and major insurance
companies to develop derivatives and structured products that
are powerful weapons of mass destruction. These bombs began
to explode in 2007 and the explosions are not yet over. The
current crisis is clearly a major crisis of the capitalist system.
The current governments benefit from it, since they can apply
shock therapy. The policies they are developing will prolong
and aggravate the crisis.
The European Union (EU) stands at the centre of the crisis
because when it was formed with 27 countries, the interests of
big capital had dominated their integration. In any case, large
companies are not interested in reducing the differences among
the various European economies: the gap between the legal
minimum wage in Bulgaria and that in France is 12. This gap is
3 or 4 in the interiors of South Asia and the same goes for Latin
America. Aided and abetted by European leaders, large private
companies operating in the EU derive maximum benefits: no
taxes for the flow of their goods and services and the possibility
to exploit the huge differences in wages among workers within
the single European market (500 million residents). To sum
up, how European integration is accomplished determine the
Centre/Periphery relations in Europe. This is great for the
employers but at the same time it makes economically weaker
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countries vulnerable vis-à-vis the international crisis.
Particularly, Greece, Ireland, Portugal, Spain, Italy, Latvia,
Romania, Bulgaria, Cyprus and Hungary are affected by the
EU’s menacing crisis and the list will extend in the months and
years to come.
The history of the last two centuries has taught us that a debt
crisis erupting in the economies of the capitalist Centre have
sooner or later a negative impact on the economies of the
Periphery, because the ebb and flow of capital caused by the
Centre’s economies stir up the international economy. Since
2004, high prices of raw materials and low international interest
rates combined with China’s impressive growth have protected
the emerging markets from the most destructive effects of the
banking and financial crisis of the countries of the Centre. The
emerging economies have accumulated large foreign reserves
that may play the role of shock absorbers in the case of capital
outflow from the Periphery to the Centre. Countries like India
and China are also partially protected by the fact that their
banking system is not under the control of the Centre’s major
international private banks. Still it would be wrong to assume
that this time the disasters caused by large private companies in
the countries of the Centre and also by the North American and
European political leaders will have no consequence for the
economies of the peripheries. Similarly, it is clear that the global
capitalist system is also causing the climate and food crises
gravely affecting the planet’s poorest people. We must therefore
respond by breaking away with the system. To return to the
European debt crisis - the focus of this book published by Vikas
Adhyayan Kendra - there are several key lessons learned: - the
need for a clear break with the capitalist system and the need to
shift most of the economic activities to the domain of common
goods; a deep collaboration of existing interests between the
peoples of the planet’s North and South (Centre and the
Periphery) that have been subjected to the dramatic
consequences of the debt system and international institutions
(such as the IMF and World Bank, who have specialised in the
management of financial crises); the need to jointly oppose all
the offensives of Capital against Labour and for that purpose, to
build a powerful front of the oppressed men and women, a
collective of the 99% against the 1% dominating the planet.
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Greece: The very symbol of
illegitimate debt
— Eric Toussaint
The Greek public debt made the headlines when the country’s
leaders accepted the austerity measures demanded by the IMF
and the European Union, sparking very significant social
struggles throughout 2010. But where does this Greek debt
come from? As regards the debt incurred by the private sector,
the increase has been recent: the first surge came about with
the integration of Greece into the Euro Zone in 2001. A second
debt explosion was triggered in 2007 when financial aid granted
to banks by the US Federal Reserve, European governments
and the European Central Bank was recycled by bankers
towards Greece and other countries like Spain and Portugal.
As regards public debt, the increase stretches over a longer
period. In addition to the debt inherited from the dictatorship
of the colonels, borrowing since the 1990s has served to fill the
void created in public finances by lower taxation on companies
and high incomes. Furthermore, for decades, many loans have
financed the purchasing of military equipment, mainly from
France, Germany and the United States. And one must not
forget the colossal debt incurred by the public authorities for
the organisation of the Olympic Games in 2004. The spiralling
of public debt was further fuelled by bribes from major
transnationals to obtain contracts, Siemens being an
emblematic example.
This is why the legitimacy and legality of Greece’s debts should
be the subject of rigorous scrutiny, following the example of
Ecuador’s comprehensive audit commission of public debts in
2007-2008. Debts defined as illegitimate, odious or illegal
would be declared null and void and Greece could refuse to
repay, while demanding that those who contracted these debts
be brought to justice. Some encouraging signs from Greece
indicate that the re-challenging of debt has become a central
issue and the demand for an audit commission is gaining ground.
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Factors proving the illegitimacy of Greece’s public
debt
Firstly, there is the debt contracted by the military dictatorship
and which quadrupled between 1967 and 1974. This obviously
qualifies as odious debt.5
Next, we have the Olympic Games scandal of 2004. According
to Dave Zirin, when the government proudly announced to
Greek citizens in 1997 that Greece would have the honour of
hosting the Olympic Games seven years hence, the authorities
of Athens and the International Olympic Committee planned
on spending 1.3 billion dollars. A few years later, the cost had
increased fourfold to 5.3 billion dollars. Just after the Games,
the official cost had reached 14.2 billion dollars. 6 Today,
according to different sources, the real cost is over 20 billion
dollars.
Many contracts signed between the Greek authorities and major
private foreign companies have been the subject of scandal for
several years in Greece. These contracts have led to an increase
in debt. Here are some examples which have made the main
news in Greece:
— several contracts were signed with the German transnational
Siemens, accused - both by the German as well as the Greek
courts - of having paid commissions and other bribes to various
political, military and administrative Greek officials amounting
to almost one billion Euros. The top executive of the firm
Siemens-Hellas, 7 who admitted to having “financed” the two
main Greek political parties, fled in 2010 to Germany and the
German courts rejected Greece’s demand for extradition. These
scandals include the sales, made by Siemens and their
international associates, of Patriot antimissile systems (1999,
10 million Euros in bribes), the digitalisation of the OTE - the
Hellenic Telecommunications Organisation - telephone centres
(bribes of 100 million Euros), the “C41” security system bought
on the occasion of the 2004 Olympics and which never worked,
sales of equipment to the Greek railway (SEK), of the Hermes
telecommunications system to the Greek army, of very
expensive equipment sold to Greek hospitals.
— The scandal of German submarines (produced by HDW, later
taken over by Thyssen) for a total value of 5 billion Euros,
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submarines which from the beginning had the defect of being
tilting to the left (!) and which were equipped with faulty
electronics. A judicial enquiry on possible charges (of
corruption) against the former defence ministers is currently
under way.
It is absolutely reasonable to presume that the debts incurred
to clinch these deals are founded in illegitimacy, if not illegality.
They must thus be cancelled.
Beside the above-mentioned cases, one must also consider the
recent evolution of the Greek debt.

The rapid rise in debt over the last decade
Debt in the private sector has largely developed in the first
decade of the century. Households, to whom the banks and the
whole private commercial sector (mass distribution, the
automobile and construction industries, etc.) offered very
tempting conditions, went massively into debt, as did the nonfinancial companies and the banks which could borrow at low
cost (low interest rates and higher inflation than for the most
industrialised countries of the European Union like Germany,
France, the Benelux countries and Great Britain). This private
debt was the driving force of the Greek economy. The Greek
banks (and the Greek branches of foreign banks), thanks to a
strong Euro, could expand their international activities and
cheaply finance their national activities. They took out loans
by the dozen. Chart I on next page shows that Greece’s accession
to the Euro Zone in 2001 has boosted an inflow of financial
capital, which can be in the form of loans or portfolio
investments (Non-FDI in chart I, i.e. inflows which do not
correspond to long term investments) while the long term
investments (FDI- Foreign Direct Investment) have remained
stagnant.
With the vast amounts of liquidity made available by the central
banks in 2007-2009, the Western European banks (above all
the German and French banks, but also the Belgian, Dutch,
British, Luxembourg and Irish banks) lent extensively to
Greece (to the private sector and to the public authorities).
One must also take into account that the accession of Greece to
the Euro bolstered the faith of Western European bankers who
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thought that the big European countries would come to their
aid in case of a problem. They did not worry about Greece’s
ability to repay the capital lent in the medium term. The bankers
considered that they could take very high risks in Greece.
History seems to have proved them right up to that point. The
European Commission and, in particular, the French and
German governments have given their unfailing support to the
private banks of Western Europe. In doing so, the European
governments have placed their own public finances in a
perilious situation.
Chart I

million.
In Chart In
II $below
we Source:
see thatIMF
the countries of Western Europe
first increased their loans to Greece between December 2005
and March 2007 (during this period, the volume of loans grew
by 50%, from less than 80 billion to 120 billion dollars). After
the subprime crisis started in the United States, the loans
increased dramatically once again (+33%) between June 2007
and the summer of 2008 (from 120 to 160 billion dollars).
Then they stayed at a very high level (about 120 billion dollars).
This means that the private banks of Western Europe used the
money which was lent in vast quantities and at low cost by the
European Central Bank and the US Federal Reserve in order to
increase their own loans to countries such as Greece. 9 Over
there, where the rates were higher, they could make juicy
profits. Private banks are therefore in large part responsible
for Greece’s excessive debt.
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Chart II

Evolution of Western European banks’ exposure to
Greece
(In billion dollars)

Source: BIS consolidated statistics, ultimate risk basis10

As shown in Chart III below, Greek debts are overwhelmingly
held by European banks, mostly French, German, Italian, Belgian,
Dutch, Luxembourg and British banks.
ChartIII
Foreign holders (almost exclusively foreign banks and
other financial companies) of Greek debt securities
(end of 2008)11
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Greek citizens have every right to expect the debt burden to be
radically reduced, which means that the bankers must be forced
to write off debts from their ledgers.

The odious attitude of the European Commission
After the crisis broke, the military-industrial lobby supported
by the German and French governments and the European
Commission saw to it that hardly a dent was made in the defence
budget while at the same time, the PASOK (Socialist Party)
government set about trimming social spending (see the box
on austerity measures below). Yet at the beginning of 2010, at
the height of the Greek crisis, Recep Tayyip Erdogan, Prime
Minister of Turkey, a country which has a tense relationship
with its Greek neighbour, visited Athens and proposed a 20%
cut in the military budget of both countries. The Greek
government failed to grab the bait thrown to them. They were
under pressure from the French and German authorities who
were anxious to safeguard their weapons exports. In proportion
to the size of its economy, Greece spends far more on
armaments than the other EU countries. Greek military
spending represents 4% of its GDP, as compared to 2.4% for
France, 2.7% for the United Kingdom, 2.0% for Portugal, 1.4%
for Germany, 1.3% for Spain, and 1.1% for Belgium.12 In 2010,
Greece bought six frigates (2.5 billion Euros) and armed
helicopters (400 million Euros) from France. From Germany
it bought six submarines for 5 billion Euros. Between 2005 and
2009, Greece was one of Europe’s five largest weapons
importers. The purchase of fighter aircraft alone accounted for
38% of its import volume, with, for instance, the purchase of
sixteen F-16 (from the United States) and twenty-five Mirage
2000 (from France) – the latter contract amounting to 1.6 billion
Euros. The list of French equipment sold to Greece goes on:
armoured vehicles (70 VBL), NH90 helicopters, MICA, Exocet
and Scalp missiles as well as Sperwer drones. Greece’s
purchases have made it the third biggest client of the French
military industry over the past decade. 13
From 2010, increasingly high interest rates charged by bankers
and other players in the financial markets, supported by the
European Commission and the IMF, have triggered the usual
“snowball effect” : the Greek debt has followed an upward trend
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as the country’s authorities take out loans in order to repay
interest (and part of the previously borrowed capital).
The loans granted as from 2010 to Greece by EU member
countries and the IMF will not serve the interests of the Greek
people - quite the opposite. The austerity measures
implemented entail numerous infringements of the people’s
social rights. On those grounds, 14 the notion of “illegitimate
debt” should be applied and its repayment contested.
Infringement of social rights and neo-liberal measures implemented in Greece since 2010
Reduction of public sector wages by 20% to 30 %. Cuts in
nominal wages that could reach 20%, 13th and 14th month
salaries replaced by an annual lump sum, the amount of
which varies according to wages. A freeze on wages over
the next 3 years. In the public sector, 4 out of 5 workers
who retire will not be replaced. In the private sector, massive wage cuts up to 25%.
Unemployment benefits have been cut, and a poverty support scheme implemented in 2009 has been suspended.
Drastic cuts in benefits for large families.
Plans to end collective bargaining and impose
individualised contracts instead. The existing practice of
an extended very low paid or even unpaid internships has
been legalised. Resorting to temporary workers is now
permitted in the public sector.
Employment
Drastic cuts in subsidies to municipalities, leading to mass
lay-offs of workers. Sacking of 10,000 workers under fixed
term contracts in the public sector. Public companies
showing a loss to be closed down.
Taxes
Increase in indirect taxation (VAT raised from 19% to 23%
and special taxes on fuels, alcohol and tobacco
introduced). Increase from 11% to 13% of the lower VAT
rate (this concerns staple goods, electricity, water, etc.).
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Increased income tax for the middle brackets, but reduced
corporate tax.

Privatisation
Intention to privatise the ports, airports, railways, water
and electricity supply, the financial sector and the lands
owned by the State.
Pension schemes
Pensions are to be cut and then frozen. The legal retirement age has been increased, the number of years’ contributions required to be entitled to full pension benefits will
be set at 40 in 2015 up from 37, and the amount of pension will be calculated on the average wages of the total
working years and no longer on the last pay. For retired
workers in the private sectors, the 13th and 14th month
pension payments have been abolished. Spending related
to pension has been capped to a maximum level of 2.5% of
GDP.
Public transport fares
Price of all public transport fares increased by 30%.
The demand for an audit has gathered momentum
In December 2010, the independent MP Sophia Sakorafa made
a speech in the Greek Parliament proposing the creation of a
Parliamentary Commission to audit the Greek public debt. This
proposal attracted a great deal of attention.15 Sophia Sakorafa,
who was a member of the government party PASOK until a few
months ago, voted against the 2011 budget16 partly because of
the heavy debt repayments. When justifying her brave position,
she extensively referred to the audit carried out in Ecuador in
2007-2008 which resulted in a significant reduction of the
country’s debt. She proposed that Greece should follow the
Ecuadorian example and asserted that there was an alternative
to submitting to creditors, whether IMF or bankers. In making
her case she placed stress on the “odious debt” that should not
be repaid. This stance was widely covered by the media. Again
in the Greek parliament, the leader of Synaspismos (one of the
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radical left parties) Alexis Tsipras also asked for an audit
commission to be set up “so that we know which part of the
debt is odious, illegitimate and illegal.” Greek public opinion
is changing and the media are watching.
On 5 December 2010, a leading Greek daily published an op-ed
by the Greek economist Costas Lapavitsas entitled:
“International Audit Commission on the Greek Debt: an
Imperative Request”. In his conclusion, the author writes: “The
international commission will have a privileged scope of
activity in our country. You only need to think about the debt
agreements made with Goldman Sachs’s mediation or intended
to finance the purchase of weapons to see how badly an
independent audit is needed. If they are proved to be odious
or illegal, these debts will thus be declared null and our country
could refuse to repay them, while taking the people who
incurred them to court.”
On 3 March 2011, economists, activists, academics and
parliamentarians from across the world have supported a call
to audit Greece’s public debts. The call demands the
establishment of a public commission to examine the legality
and legitimacy of debts with a view to dealing with them as well
holding those responsible for unjust debts to account. There is
widespread anger in Greece because debt has ballooned since
the crisis of 2007-9. There is also belief that the debt is
unsustainable and that austerity measures are forcing the
poorest in society to pay for the economic problems caused by
the crisis. The Greek campaign for a public audit has obvious
importance for Ireland, Portugal, and Spain, and could lead to
broader European action against debt. Trade unions, several
political parties and many intellectuals support this proposal
as a means of finding a solution to debt through cancellation on
the one hand, and penalisation of companies and people
responsible for this illegitimate debt on the other. It should be
noted that a Greek anti-debt committee was set up in 2010. 17
These elements are encouraging. 2011 could mark the start of
a welcome change as regards the Left’s ability to devise
solutions to resist the diktat of creditors.
Translated by Francesca Denley and Stéphanie Jacquemont
in collaboration with Judith Harris
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“Europe Gets Shock Therapy like
Latin America in the 1980s and 1990s”
— Eric Toussaint interviewed
by Carlos Alonso Bedoya for
the Peruvian daily paper La Primera
How would you define the predicament of those EU countries
which, like Greece, have huge public debts?
Their situation can be compared to that in Latin America during
the latter 1980s.
In what ways?
The debt crisis in Latin America erupted in 1982. The crisis of
the private banking sector started in the US and in Europe in
2007-2008 and by 2010 had turned into a crisis of the
sovereign debt triggered (among other things) by the
socialisation of private banks’ losses 18 and by lower tax
revenues as a consequence of the crisis. In Europe, as in Latin
America, several years after the beginning of the crisis, private
creditors and their representatives have managed to impose
conditionalities onto all governments. They force them to
implement brutal adjustment policies that result in cuts in
public expenditure and a fall in purchasing power for most
people. This in turn means that economies sink into permanent
recession.
And yet, even at the worst moments of the crisis, Latin
America never reached levels of indebtedness comparable to
what we are now seeing in most Euro Zone countries (over
100% of their GDP).
The levels European debt has reached are indeed impressive.
In Greece it amounts to 160% of its GDP and several other
countries in the European Union face public debt that amounts
to or exceeds 100% of their production. Clearly there are
differences between the two crises but they are not fundamental
to my comparison.
You mean that your comparison focuses on the political
consequences of the two crises?

European Capitalism in Crisis

31

Yes, indeed. When I compare the current situation in Europe
with the situation in Latin America in the second half of the
1980s, I wish to point out that creditors — in the case of Europe,
European banks and the Troika — impose measures on Greece
(and no doubt on other countries soon) that are strongly
reminiscent of the Brady Plan in Latin America at the end of the
1980s.
Could you explain in more detail?
At the end of the 1980s the creditors of Latin America, i.e. the
World Bank, the IMF and the Paris Club as well as the US
Treasury and the London Club for bankers, succeeded in
imposing their agenda and their conditions. Private creditors
transferred part of their loans to the multilateral institutions
and to the States via securitisation, i.e. through turning bank
loans into securities. Other bank loans were downgraded and
were turned into new fixed-rate securities. So the Brady Plan
played a significant role, both in defending bankers’ interests
and in imposing permanent austerity. The rescue plan for
Greece does the same thing: it reduces the value of debt stocks,
which will then be swapped for new bonds, as in the Brady Plan.
Private banks thus reduce their exposure to Greece (Portugal,
Ireland…) as they did with Latin America. Gradually but
massively, public creditors take over and exert enormous
pressure to ensure that the new bonds held by banks be fully
repaid (interest and capital). Every cent of the loans to Greece
will be used to repay its debts. Meanwhile its public creditors
(the Troika) demand permanent austerity in terms of social
expenditure cuts, massive privatisations, regression in terms
of economic and social rights, the like of which has not been
seen since the end of the World War II, 65 years ago, and a
significant surrender of sovereignty in those countries
unfortunate enough to have recourse to their loans. In Latin
America this period was called “the long neo-liberal night”.
Creditors also forced Latin American countries to reduce
wages, retirement benefits and social spending, and to comply
with the absolute demand that debts had to be repaid.
This is why I am saying that we are in a similar situation. Not all
European countries are yet involved; only the weaker links
such as Greece, Portugal, Ireland, Italy, Spain, Hungary,
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Romania, the Baltic Republics and Bulgaria are. However, these
countries together account for about 170 million inhabitants
out of the total EU population of 500 million. Most other
European countries also implement conservative social
policies, though in a less brutal way: the United Kingdom (62
million inhab.), Germany (82 million inhab.), Belgium (10
million inhab.) and France (65 million inhab.), for example.
The political consequence of the debt crisis in Latin America
was the creation of the neo-liberal state. Is this what we are
heading towards in Europe?
This is nothing new. For the past three decades neo-liberal
policies have been implemented in Europe. It is obvious that
the response to the crisis that is formulated by the IMF,
governments that defend the interests of the ruling classes, big
banks and large companies, consists in implementing a shock
therapy of the kind described by Naomi Klein. Their aim is to
finalise the neo-liberal project as it was launched by Margaret
Thatcher in the UK in 1979-1980 and spread through the rest
of Europe in the 1980s. For Central and East European
countries that used to be part of the Soviet bloc, it is actually
the second shock therapy in 25 years.
But in Europe there is still some social welfare.
As I’ve just said, governments have started destroying the
‘social pact’ and doing away with social rights acquired between
1945 and 1970. This is what Thatcher started. After the Second
World War, and for thirty to thirty-five years, peoples had won
a number of victories and obtained a fairly solid system of
social protection: collective conventions, labour laws, etc.
that protected workers and prevented the abuse of casual
labour. Thatcher wanted to do away with it all, but after thirty
years of neo-liberal policies they still haven’t completed the
destructive work they set out to do: some things remain.
And the debt crisis provides the opportunity to consolidate
what Thatcher had started.
The crisis allows for a shock therapy of the kind creditors and
the ruling classes enforced in Latin America in the 1980s and
1990s.
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In Peru it was implemented in August 1990.
We have entered a stage of new privatisations of public
companies. In Europe they intend to privatise the significant
public companies that still subsist.
Will Europe also have to face the security doctrine that was
implemented in Latin America, where the trade unions were
defined as terrorists?
A trend towards more authoritarian forms of power is clearly
present in Europe. Over the past decade, anti-terrorist laws
that criminalise social movements have been voted in.
Repression is on the increase but does not involve the physical
elimination of activists as was the case in Latin America at the
end of the 1970s and in the early 1980s. In this, too, the
European situation is similar to that of Latin America countries.
After the bloody dictatorships (Argentina, Chile, Uruguay,
Brazil), transition regimes (Chile, Brazil) or democracies
implementing harsh neo-liberal policies were set up. In Europe
we are going through a period when legislative power is pushed
aside, business people become heads of state as in Italy, social
dialogue is abandoned while the right to go on strike is
restricted, picketing forbidden and demonstrations repressed.
How do European national parliaments respond to these
austerity measures?
They are pushed aside, since the Troika tells governments: ‘If
you want to get loans, you have to implement adjustment
measures and there is no time for parliamentary debate’. Some
plans have to be adopted within a few days, sometimes even
within 24 hours.
As can be seen in Greece?
Yes, this is what has just happened in Greece. The Troika
demanded a new plan. It eventually received the parliament’s
assent on Sunday 12 February late at night. But on the next day
the European Commissioner for Economic Affairs said that 325
million Euros of additional cuts were needed which were to be
decided by the Greek government within the next 48 hours.
This shows that the Greek parliament has no power to decide
and the government is actually run by the Troika.
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This led to huge demonstrations.
Not only in Greece actually, but also in Portugal, Spain, France
and Italy, with less intensity so far, but they are bound to
become more massive. There are mobilisations in several
European countries, including in the UK. In Belgium we had
the first general strike for 18 years at the end of January 2012.
It paralysed the Belgian economy and transport for 24 hours.
What should Greece do to get out of this quandary?
Greece must stop obeying the diktats of the Troika by
unilaterally suspending repayment of its debts, to force its
creditors to negotiate in unfavourable conditions. If Greece
stops repaying as Ecuador did in November 2008, all
bondholders will sell them off at 30% (at most) of their face
value. This will jeopardise the position of security holders and
give more purchasing power to the Greek government, even in
this precarious predicament.
Ecuador stopped paying for securities in November 2008 after
an audit of its debt, though it was not as badly off as Greece
today. Argentina stopped paying in 2001 in a situation that
was similar to that of Greece.
Indeed the comparison works better with Argentina which was
short of money to pay. It suspended payment and did not
resume paying for three years (from December 2001 to March
2005) as regards financial markets; as for the Paris club (i.e.
over 10 years) it hasn’t started repaying yet. As it did that it relaunched economic growth and imposed on creditors a debt
rescheduling at 60% below its initial value.
The consequence of which is that Argentina has been excluded
from financial markets up to this day.
This is correct, but Argentina, while excluded from the financial
markets for the past ten years and not repaying anything to the
Paris Club over the same period, enjoys an average yearly
growth rate of 8%. It shows that a country can find alternative
financing sources outside the financial markets. Ecuador does
not float any new securities on the markets either and its growth
rate was 6% in 2011, while Greece’s GDP fell by 7%.
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But Ecuador borrows from China at very high rates.
True. It will have to find a way of protecting its sovereignty as
regards these new financing sources. This is why it is so urgent
to get the Bank of the South functioning.
Let us get back to Greece. Many analysts, including you, claim
that most of the Greek debt is illegitimate.
Of course!
But surely, this can only be determined through an audit.
Part of the European social movement has drawn the lessons of
the Latin American experience. Our proposal to set up a
citizens’ audit of the debt has been widely taken up. Citizens’
audits are either currently under way, or about to be, in seven
European countries (Greece, France, Portugal, Spain, Ireland,
Italy, and Belgium), without any government backing.
Do you think this will lead to an official audit of the debt,
particularly in Greece?
We shall see. This would require a change of government, which
means that the social movement needs to be strong enough to
put an end to governmental solutions that favour creditors
and to bring an alternative government to power. Latin
America needed 20 years to begin to achieve this.
A lot still needs to be done, then, before we see a change in the
orientation of European governments such as that of Greece.
Indeed the current crisis may last for ten to fifteen years. This
is only the first stage of resistance. It is going to be a long hard
struggle. It is of the utmost urgency for European social
movements to join forces to express their active solidarity with
the Greek people and to set up a common European platform of
resistance to austerity so as to get illegitimate debts cancelled.

Translated from Spanish to French by
Virginie de Romanet and Eric Toussaint,
and from French to English by
Christine Pagnoulle and Vicki Briault
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Greece, Ireland and Portugal: why
agreements with the Troika are odious
— Renaud Vivien & Eric Toussaint
Greece, Ireland and Portugal are the first three countries in the
Euro Zone to agree to ‘bailout’ plans with the so-called Troika
consisting of the European Commission, the European Central
Bank (ECB) and the International Monetary Fund (IMF) which
place them under the direct tutelage of their creditors. Yet
these agreements, which generate new debts and force
unprecedented austerity measures on the population, can be
challenged under international law. They are in fact ‘odious’
and therefore illegitimate. As the odious debt doctrine clearly
affirms, the debts of the State must be incurred and the funds
from it employed for the needs and in the interest of the State.19
However, the Troika loans are conditioned by austerity
measures that flout international law and make it impossible
for these countries to get out of the crisis.

Any loan granted on the condition that policies
violating human rights are to be implemented is
odious
As claimed by special rapporteur Mohammed Bedjaoui in his
draft Article on succession in respect of State debts for the
1983 Vienna Convention: “From the standpoint of the
international community, an odious debt could be taken to
mean any debt contracted for purposes that are not in
conformity with contemporary international law and, in
particular, the principles of international law embodied in
the Charter of the United Nations.”20
It is obvious that the conditionalities imposed by the Troika
(massive layoffs in the civil service, the dismantling of social
protection and social services, reduction of social budgets,
increase in indirect taxes such as VAT, the lowering of the
minimum wage, etc.) violate the UN Charter. Indeed, among
the obligations contained in this Charter, we note, in Article
55, “higher standards of living, full employment, and
conditions of economic and social progress and development
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[…], universal respect for, and observance of, human rights
and fundamental freedoms for all without distinction as to
race, sex, language, or religion.” Consequently, austerity
measures and debts contracted in the context of these Troika
agreements are void since anything that is contrary to the UN
Charter is deemed nugatory. 21
Beyond the violation of economic, social and cultural rights
resulting from the implementation of such anti-social
measures, what is flouted by the Troika is people’s right to selfdetermination as covered in Article 1-2 of the UN Charter and
in the two 1966 Conventions on human rights. According to
Article 1 of both Conventions: “All peoples have the right of
self-determination. By virtue of that right they freely determine
their political status and freely pursue their economic, social
and cultural development. All peoples may, for their own ends,
freely dispose of their natural wealth and resources without
prejudice to any obligations arising out of international
economic co-operation, based upon the principle of mutual
benefit, and international law. In no case may a people be
deprived of its own means of subsistence.”
The Troika’s interference in debtor States’ internal affairs, with
a complete disregard for democracy, is blatantly obvious.
Troika creditors sent a clear warning that elections in Ireland
and Portugal were not to challenge these agreements. See, for
example, an article in the French daily Le Figaro on 9 April
2011 that recalls the demands made on Portugal by the EU and
Euro Zone finance ministers at a meeting in Budapest before
the general elections in Portugal: Preparations (for the
austerity measures) must start at once with a view to an
agreement between parties in mid-May, and allow for an
immediate implementation of the adjustment programme as
soon as the new government is formed..... ministers have
clearly explained that they do not wish to have to reconsider
the commitments attached to this aid, whatever the election
results. 22 In the case of Greece, the austerity programme
agreed on with the Troika was imposed in 2010 without even
being ratified by Parliament whereas it is an obligation under
the Greek Constitution (Article 36 Paragraph 2). 23
The Troika’s contempt for the sovereignty of Greece, Ireland
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and Portugal was made possible by the financial plight of these
three countries (the first Euro Zone victims of the debt crisis,
though undoubtedly not the last). In this respect the validity
of the agreements can hardly be argued on the grounds of free
consent. In law, when one party in a contract is not in a position
to exert its freedom of choice the contract is void. How does
this principle apply in the present case? As they cannot
reasonably contract long term loans on the financial markets,
since interest rates are between 12% and 17%, these countries’
governments had to turn to the Troika as lender of last resort.
Taking advantage of the plight of the Greek, Irish and Portuguese
authorities, the Troika managed to enforce policies that can
only have negative consequences on the countries’ economic
recovery, given the pro-cyclical nature of the measures
adopted (that is to say, they reinforce factors that lead to lower
economic activity).
The massive privatisations in key sectors of the economy
(transport, energy, postal services, etc.) that the Troika has
imposed make it possible for private foreign companies to take
control and consequently limit the sovereignty of these States
and the right of their people to dispose freely of their wealth
and natural resources. Although a State does have the right, by
agreement, to alienate part of its sovereignty to a foreign entity,
such transfer may not, under pain of violating international
law, jeopardise its economic independence, which is a key
component of its political independence. 24
Through its conditionalities the Troika not only violated
international law. It also abetted in the violation of these
countries’ national laws. In Greece, in particular, what is
happening is truly a legal coup. For instance several provisions
of the 3845/2010 law drawn up to implement the austerity
measures violate the Constitution, in particular the provision
suppressing the legal minimum wage. The abandonment of
Greece’s sovereignty is further aggravated by the clause in the
Troika agreement that provides for the application of AngloSaxon law and the jurisdiction of the EU court of Justice in case
of disputes. The State thus relinquishes a fundamental
prerogative in its sovereignty, namely the territorial
competence of its national courts. At the same time, the Greek
law implementing the austerity measures stipulates that arbitral

European Capitalism in Crisis

39

sentences (that have constitutional value) granting wage
increases in 2010 and 2011 be declared void and
unenforceable. In short, as jurists Katrougalos and Pavlidis
have written, State sovereignty is limited in a way very similar
to the international financial control enforced on Greece in
1897 as a consequence of its bankruptcy in 1893 and of Greece
being defeated in its war against Turkey.

Any loan based on an illicit and immoral cause is
odious
The legal foundation of the illicit and immoral cause to
challenge the validity of agreements can be found in several
civil and commercial national legislations. It takes us back to a
question raised by the doctrine of odious debt: who benefits
from the loans? In the case of agreements signed with Greece,
Ireland and Portugal, it is obvious that the European private
banks that granted totally irresponsible loans to these countries
are on the winning side, even though they have a large share of
responsibility in the debt crisis. Indeed the bailing out of private
banks by public authorities after the financial crisis burst in
2007 led to the steep rise in the public debt of these States. In
this respect we can at least describe the cause of the agreements
with the Troika as being ‘immoral’ and claim unjust enrichment
of private banks (a general principle in international law
according to Article 38 of the Statute of the International Court
of Justice 25).
The unjustified enrichment of private banks is even more
blatant when we consider that they derive huge benefits from
public authorities, given the discrepancy between the interest
rates of approximately 4% they demand from the borrowing
States to buy 3 or 6 month securities, and the 1% interest rate
at which they were able to borrow from the ECB up to April
2011, before it was raised to 1.25% and then 1.5%. 26 We can
also speak of unjustified (and illegal and abusive) enrichment
for countries such as Germany, France and Austria, which
borrowed at 2% on the markets and then loaned at 5% or 5.5%
to Greece and 6% to Ireland. The same can be said of the IMF,
which borrows at a low interest from its members and makes
loans at much higher rates to Greece, Ireland and Portugal.
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The measures announced by EU leaders on 21 July 2011 were
a clear admission of the unjust enrichment they are responsible
for, and of the fraudulent nature of their policies. They
eventually announced that the interest rates asked of Greece,
Ireland and Portugal would be reduced by 2% or 3%. This
reduction in interest rates to approximately 3.5% for loans
over 15 or even 30 years is a clear acknowledgement that the
rates demanded were unaffordable. If they are reducing them
now, it is because of the enormity of the disaster they have
helped to create, and the fear of contagion.
What gain is there for Ireland, Greece and Portugal in making
such agreements with the Troika? None at all, except a little
financial breathing space to be used to pay back their creditors.
In the mid and long term, such austerity policies will make the
economic situation worse since they are part of a snowball
effect. In fact the burden of interests on these new debts
increases while the measures dictated by the Troika result in
reduced economic activity since there will be less demand as
living conditions deteriorate. It can thus be said that the IMF
behaves in a wilfully harmful way, given the massive gap
between its discourse and reality. Indeed in Article 1 of its
statutes, the IMF defines one of its main purposes as “to
facilitate the expansion and balanced growth of international
trade, and to contribute thereby to the promotion and
maintenance of high levels of employment and real income
and to the development of the productive resources of all
members as primary objectives of economic policy27” and also,
“to give confidence to members by making the general
resources of the Fund temporarily available to them under
adequate safeguards, thus providing them with opportunity
to correct maladjustments in their balance of payments
without resorting to measures destructive of national or
international prosperity. 28 Similarly we can assert that the
action of the European Commission and of the ECB wilfully
harms the countries concerned.
The measures imposed by the IMF, the ECB and the EC also
cause these countries to be trapped in the vicious logic of
indebtedness since they will have to keep borrowing to be able
to repay. They are consequently looking at a period of ten,
fifteen or twenty years of austerity and increasing debt.29 The
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OECD survey on the Greek debt published on 2 August 201130
reckons that the public debt which amounted to 140% of GDP
in 2010 should be back to 100% in 2035.
Faced with such a predicament, if they wish to serve the
interests of the population, these governments should repeal
the agreements with the Troika, suspend repayment of their
debts at once (with a freeze on interest) and organise audits of
their debts with citizen participation. These audits will
determine which portion of the debts is illegitimate and must
therefore be unconditionally cancelled. The remaining part of
the public debt must be reduced through measures aimed at
those who benefited from it. Lawsuits must be brought against
those responsible for the damage. Obviously, complementary
measures will have to be taken, such as the transfer of banks to
the public sector, radical tax reform, and the socialisation of
those sectors that have been privatised in the neo-liberal
process. 31 These are vital measures, because the cancellation
of illegitimate debts, though necessary, will not be enough if
the logic of the system remains in place.

Translated by Christine Pagnoulle
in collaboration with Judith Harris
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Greece: The IMF and Lagarde
get it wrong
— Eric Toussaint & Damien Millet
Christine Lagarde, managing director of the International
Monetary Fund (IMF), has made a declaration concerning
Greece and Africa that requires explanation. The third world
debt crisis started thirty years ago. Under strong and
increasing pressure to export, the poor countries bore the
brunt of the heavy increase in interest rates and the collapse
of commodity prices orchestrated by the international
financial establishment. Of course, the corruption,
totalitarianism and megalomania of some of the leaders of
the countries concerned made matters worse, but were not
the original cause. Africa was particularly affected, living
conditions have seriously deteriorated and the social
indexes are alarming. Public health and education systems
have been shattered by the demands of the creditors,
conducted by the IMF. Questioned about Greece by The
Guardian, Christine Lagarde said: “I think more of the little
kids from a school in a little village in Niger who get teaching
two hours a day, sharing one chair between three of them,
and who are very keen to get an education.” 32 Christine
Lagarde did not say that Niger has been living in conditions
created by the IMF for more than 25 years. She is fully aware
that the situation of the school children in Niger is the result
of IMF policies.
A quarter of a century later, Greece is the first Euro Zone
country to be subjected to the harsh crisis that became
visible in 2007 - 2008. As previously seen for the countries
of the Global South, the repayment of the debt was imposed
as the top priority by Greece’s creditors, notably big French
and German private banks. For this, the IMF, the European
Union (EU), and the European Central Bank (ECB) have
imposed a series of totally dramatic austerity plans on the
Greek population. Today, on top of a very important
economic crisis, Greece is also going through a serious
humanitarian crisis. The Greek people are aware of the
damage caused by IMF policies and have used the urns to
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express their rejection of austerity, after having already
staged a dozen general strikes, numerous street
demonstrations and repeated occupation of public squares.
In the recent elections on May 6, Greek voters sanctioned the
coalition forces which had applied austerity plans and
surrendered to the dictates of the Troika (the IMF, the ECB and
the European Commission). New Democracy and the PASOK
(Pan-Hellenic Socialist Movement) thus paid the price of their
total submission to Greece’s creditors. The far right party,
LAOS, a member of the coalition previously in power, has
practically disappeared from the political scene.
Syriza, the main radical left-wing coalition and now the second
political force in the country, has campaigned for the rejection
of austerity policies, the cessation of payments and an audit of
the Greek State’s public debt. Their demands include a total
recasting of the treaty on the functioning of the European Union
and the status of the ECB; the restoration of salaries and
pensions, slashed after agreements signed with the Troika; an
authentically redistributive system of taxation; an audit of
banks and the nationalisation of those which have received
public funding; and finally, an end to the immunity enjoyed by
members of parliament and public representatives.
Many Greeks wish for a government that will show the same
loyalty to the people as previous governments have shown
to the national and international entities responsible for
the collapse of Europe. The majority of Greeks want to
remain within the European Union and the Euro-Zone, while
at the same time demanding that their rights be respected –
this, too, is the position defended by Syriza, with the aim of
foiling the plans of the Troika and the banks. And this is why
their democratic choice is meeting with such fierce
opposition, both on the international scene, and within the
country. The Greeks are made out to be the champions of
irresponsibility, tax-evasion, corruption and laziness.
Threats of sanctions against Greece, should the people make
the wrong choice, have been formulated by the heads of EU
States and governments. This campaign of intimidation is
destined to persuade the Greeks that they should give up
the idea of taking their fate into their own hands. The
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powerful means of communication and the blackmail used
in the pursuit of this goal are also intended to persuade the
people of other European countries, and beyond, that there
is no alternative to the choices imposed by those who uphold
the system.
Christine Lagarde has also contributed to running down the
Greek people. In the above mentioned ’Guardian’ interview,
regarding the Niger children who only have two hours of school
a day, she continues: “I have them on my mind all the time.
Because I think they need even more help than the people in
Athens.” Concerning Athens she said, “Do you know what? As
far as Athens is concerned, I think about all those people who
are trying to escape tax all the time.” She also has a thought for
the unemployed and those without social cover: “I think they
should also help themselves collectively... By all paying their
tax.”
Not only does this reveal complete ignorance of what is
happening in Greece – for while the shipping magnates and the
Church escape taxation, the population certainly does not: VAT
has been heavily increased, and new rates imposed — Lagarde’s
words also show the extreme scorn the IMF has for the people
of a country it is supposed to be helping through a very difficult
situation. The primary cause of these difficulties is the
deregulation of the financial system, unfailingly supported by
the IMF, and secondly, the measures imposed by the IMF and
the European leaders since 20th May 2012.
For the icing on the cake: it is interesting to note that
Christine Lagarde, who earns 3,23,257 Euros a year plus
57,829 Euros ‘weighting’ (indemnities for extra costs), does
not pay income tax because she is an international civil
servant. A perfect case of ’do as I say’, not ’do as I do’.
Madame Lagarde, enough is enough! You are in no position
to preach to others! The organisation of which you are the
director and the policies which it implements are bitterly
contested by numerous peoples who suffer as a result of
them, whether they are in Africa, Europe, Latin America or
Asia. The IMF should be dismantled and replaced by a new,
truly democratic institution, with monetary stability and
the respect of fundamental human rights as its primary
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objectives. Fortunately, European mobilisation against
illegitimate debt, austerity plans and the Fiscal Compact
are on the increase, in solidarity with the Greek people
along with all other peoples under attack.This would be a
suitable response, likely to bring about real social
transformation breaking away from neo-liberalism.

Translated by Vicki Briault and Mike Krolikowsk

46

The Debt Crisis: From Europe to Where?

“All the loans accorded by the Troika
are illegitimate”
— Eric Toussaint interviewed by Ana Benaèiæ
for the news website net.hr33
In this interview first published in Croatian on the portal net.hr
and taken up by several websites in Croatia, Eric Toussaint
develops ways out of the debt crisis which are very useful for
different countries in Europe and beyond. He comments on
the situation in Greece after the elections of May 6, 2012. He
tackles the issue of the accession to the EU and the Euro Zone
that some countries like Croatia, Bosnia, and Serbia are seeking.
He also answers to more general questions.
Mr. Eric Toussaint, you have taken part in Ecuador’s
presidential audit committee, which provided the basis for
the non-payment of $3.2 billion, could you tell us how this
was set up and how it worked?
The Ecuadorian government took the independent and sovereign
decision to suspend the repayment of thirty percent of their foreign
debt, accumulated over thirty years to 2006, following the results
of a public debt audit. I was one of 18 members of the Audit Committee
created by the new presidency of Ecuador in July 2007. Twelve
members were Ecuadorian, and six from other countries, selected
among public debt experts. There were also four state organs
involved: Anticorruption Commission, Government Accountability
Office, Ministry of Finance and Ministry of Justice. For fourteen
months we analysed all the contracts concerning the country’s public
debt - to the World Bank, International Monetary Fund - bilateral
debts to France, Spain, Japan, USA and Ecuadorian government
bonds traded on Wall Street. After four months, we had identified a
huge amount of illegitimate debt.
Thirty percent of the debt?
No, no. There was more. But the government decided to
suspend only a part (thirty percent of the total amount) of what
we considered illegitimate. They feared that suspending the
totality would unify the creditors. So the suspension was
concentrated on the Wall Street bonds.
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Of course the creditors were angered and put on a lot of
pressure, Raphael Correa held good for six months then offered
a thirty-five percent deal: for every thousand dollars of bonds,
the offer was three hundred and fifty dollars. Ninety-one
percent of bondholders accepted. The government saved seven
billion dollars that could then be used on public expenditure
such as education, public health, infrastructures and job
creation, etc.
This resulted in an embargo by the financial markets, but there
were no catastrophic consequences – the economy grew by
3.7% in 2010 and by an estimated 5% in 2011 (final figures
are not yet available).
Absolutely nothing! No retaliation. No more than creditor’s
rhetoric, there was absolutely no retaliation.
What about the credit rating agencies? Did they penalise
Ecuador in any way?
Yes, but without incidence. If a country decides to suspend
payments, notations from agencies don’t mean anything. They
only have an impact if you want to finance repayments, but if
you don’t, there is no impact.
We are told that if a country defaults, foreign capital will flee,
thus devastating our GNP, unemployment rate and general
situation.
That did not happen in Ecuador, or Argentina. Argentina
suspended repayment of 100 billion dollars at the end of 2001,
- much more than Ecuador. There was no retaliation. Argentina
increased its growth rates to eight percent per year. Doom
foretelling prophecies about capital flight, retaliation, etc., did
not materialise.
Iceland also chose bankruptcy over paying their debts.
This is what happened in Iceland. Private banks went bankrupt
in 2008. The governments of Great Britain and Netherlands
compensated their residents, to the tune of 3,5 billion Euros,
who had lost deposits in the Icesave bank. They then turned to
the Icelandic government for reimbursement. The Icelandic
government agreed. However, under pressure of mobilisation
in the streets and in the presence of a constitutionally
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established petition against repayment, the president was
obliged to convoke a referendum; ninety-two percent of the
votes went against repayment. After negotiation among the
three governments a new agreement was put to the people who
once again voted against repayment by a sixty-three percent
majority.
The Icelandic authorities proceeded with the liquidation of
Landsbanki, the bank concerned in the Icesave affair. The assets
to be liquidated will cover the claims of the secured creditors
which include the British and Dutch governments. This is the
demonstration that if the people mobilise against the
collectivisation of a private debt, other outcomes are possible.
It is also important to observe that in the face of the threat of
capital flight, Iceland restricted its free movement making such
a flight impossible.
Really?
Really. If they hadn’t done so, Landsbanki assets would have
left the country in a few days or a week. What is more:
surprisingly, the IMF, which is, in theory, totally opposed to
the control of capital, accepted this decision. This was passed
under silence by the media.
How is that possible?
They absolutely wanted to be accepted in Iceland. They had to
make concessions to the people and to the government.
Croatia is not yet in the same situation as Greece. However,
over a six-year period one whole year’s budget is absorbed by
the repayments of loans which have covered deficits, and their
interest. This could mean it is impossible to entirely reimburse
the public debt. The Croatian minister of finance says that a
default would be “a tragedy”, unfair to creditors who
accorded loan after loan, which were spent rather than
invested for development. Is this true? Is this the whole story?
No. There are a lot of cases that show that default is not so
tragic. After the Second World War, there were one hundred
and sixty-nine defaults on external debts. Rather than a tragedy,
it’s more or less a current event in capitalism. It’s very important
to convince the population of Croatia to proceed to a citizen’s

European Capitalism in Crisis

49

audit so as to understand who the creditors are and why the
country got into debt, also to identify, through the audit, the
illegitimate part of that debt.
OK, for example: our ex-prime minister is facing trial for
corruption. The ruling party’s ex-treasurer admits receiving
bribes from several firms that won the public tenders for huge
construction contracts. Could that be an example of...?
Illegitimate debt? It’s very clear, yes.
And we should seek cases of this kind?
Not only that. I’m convinced that large parts of the debts of
Belgium and Ireland or Spain are illegitimate, for several
reasons. For instance, the bailouts of private banks. From 2008
until now, more than 26 billion Euros have been injected into
Belgian private banks.
When our state-owned banks failed during the nineties, the
government provided them with a lot of public money. They
were then sold under-priced to foreign investors.
We consider all bailouts of private banks illegitimate. The
Croatian banks were sold to private investors?
Yes, very quickly after the bailouts. They failed during the
war (1992-1995) for several reasons - part of the money was
spent on weapons, the people no longer put their money in the
banks, so the banks ran out of capital, some of the savings
disappeared during the dislocation of Yugoslavia, the state
assumed those missing deposits as public debt. A lot of money
went astray because of loans that were never repaid to banks
that lent to firms and individuals close to the ruling party. A
similar thing happened in the last decade, now some of the
bankers that were involved are under investigation.
That should also be a subject of an audit, of course.
Most of these events happened 15 years ago. Does that have
an impact on the audit?
Yes. A present debt is illegitimate if it is repaying loans which
were contracted to bailout banks. In general, this type of 10 or
15 year refinancing is done by roll-over loans that inherit the
illegitimacy of their original loan. An audit must also clearly
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demonstrate to the population that a debt is illegitimate. To be
a success an audit must mobilise the people to put pressure on
the government to suspend payments.
This is one of the great grieves of our recent history. We bailed
those banks out; they were then sold to mostly Austrian and
Italian investors who nowadays offer loans with incredibly
high interest rates. We are one of their favourite markets.
I am sure that the audit is possible. But you must have a social
movement that includes jurists, lawyers, expert accountants,
but also artists, who claim that illegitimate debt cannot and
must not be paid. A citizen’s audit is a collective endeavour;
you have to convince public opinion. It is not easy, but it is
perfectly possible.
How do you explain what happens in Greece? There are
initiatives to pronounce a great part of their debt illegitimate,
but their creditors are not letting hold and their debts still
grow.
On May 6, 2012, in the recent Greek election the people voted
most favourably for three parties. The second placed Syriza, a
radical left coalition, got 17 percent of the votes. Their campaign
was based on the suspension of all external debt payment for
three to five years, audits of public debt and the private banks,
the cancellation of the illegitimate debt and the application of
the Troika (IMF, EU and ECB) austerity plans, elimination of
immunity for those responsible for the indebtedness of the
country. That was a good score. The polls now indicate that Syriza
will win 30 percent of the votes in the next election convoked for
June 17, 2012. In my opinion, the campaign for the citizen’s
audit was not sufficiently strong. I hope the results of this new
election will permit the Greek people to re-launch that campaign.
In your opinion what part of this debt is illegitimate? The
Troika is trying to reduce it to the level of four years ago,
when the crisis broke out.
All the new debt, all the loans accorded by the Troika are illegitimate
because these loans violate social and economic rights, and the Greek
Constitution. Now the majority of external Greek debt is owned by
the IMF, ECB and the EU. Private French and German banks are still
among the main creditors, these debts are also illegitimate, and so
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the greater part of the Greek debt is illegitimate.
Do you think Croatia should join the Euro Zone?
No! Croatia, like Portugal, even Spain, Ireland and Greece, is
certainly not able to compete with Germany, Netherlands or
Austria within the same currency. Entering the Euro Zone will
suppress the leeway that accompanies an independent national
currency. The UK, which is much more in debt than Spain does
not have such problems, nor does Poland. These countries have
their own money. They are in a much better position than
Greece or than Hungary, Spain and Ireland who have also
experienced a very harsh real estate bubble. No, I don’t think
Croatia should enter the Euro zone.
What about the fiscal union? We saw that Hungary was
punished by the EU for not reducing their deficit (to 3% of
their GDP), causing big street demonstrations. Is that a
realistic scenario for Croatia, considering our deficit now
revolves around five percent of the GDP and the spring
prognosis of the European Commission tells us it will stay at
that level in 2013?
I don’t think that integration of Croatia into the European
Union right now would be any better than entering the Euro
zone. I would not have said that three years ago, but the EU
has been evolving very badly. The crisis is very hard inside
the EU and the policies of fiscal austerity adopted by the
governments of the EU, not only the German government,
but also the French, Austrian and Belgian governments,
make this crisis worse.
That makes the recession even deeper?
Yes, it has provoked a major recession in the majority of the
EU countries. So, it wouldn’t be good for a country like Croatia.
It would be better to look for regional and bilateral agreements
and to maintain the maximum of sovereignty, not only by an
independent currency, but also with independent trade
relationships.
It is said that the GNP of the forty-one Heavily Indebted Poor
Countries (combined population: 567 million) is less than the
combined wealth of the world’s seven richest people. Would
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you confirm this?
Yes, yes, sure. There have never been such levels of inequality
in all the history of humanity - between countries, but also
between the citizens within the same country. The question of
redistribution of wealth on a worldwide scale, but also on the
national scale, to reduce the disparities and the inequalities is
a central problem. We must invest a lot of energy to change
this situation; it is totally unjust and absurd. If you look at what
is going on, for example, in the US, the situation is tremendous.
The richest one percent has greater wealth than the poorest 40
percent of the population.
Less than one percent of what the world spends each year on
armaments could have put every child into school by the year
2000 and yet it didn’t happen. The malnutrition of more than
100 million people could be relieved with 3 billion dollars a
year. NATO is investing one billion more than that to modify
one hundred and eighty “stupid” free fall nuclear bombs - into
“smart nukes”. Would you comment on this?
Global military expenditure has reached more than one
thousand billion dollars per year, fifty percent of which is spent
by the United States alone, NATO representing a large part of
this. Russian and Chinese military budgets are much lower. All
in all there is sufficient investment in armament to destroy our
planet - seven times. That’s a lot of money causing a lot of
problems for humanity, we have to mobilise ourselves on this,
to refute the propaganda that presents military expenditure as
necessary for the defence of the civilised world, protection of
democracy and the populations. It is the exact opposite.
Military expenses are very dangerous for the survival of
humanity.
What about the theories that our world is overpopulated? Are
they racist? They put the accent on the natality of developing
countries, as opposed to the relative demographic stability of
the developed countries.
There are racist roots to this, but also a lot of exaggeration.
There are seven billion human inhabitants on Earth and we
know we can nourish 12 billion people without any problem, if
the food is correctly distributed. We don’t have a problem of
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overpopulation. The problem of humanity is inequality and
the fact that one billion people suffer hunger and malnutrition
and that the other part of humanity uses food to produce
ethanol, biofuels, etc. It’s not only the inequality, but also the
absurdity of the productive model.
What impact does education and women’s emancipation have
on lower birth rates?
If living conditions were better for the people of the Third World
countries demographic increases would slow down. The people
are very poor and don’t have the protection they need, it is
rational to produce sufficient children so that enough of them
will survive to take care of their parents in old age. There are
no pensions in the poorest countries. If there were organised
social protection and pensions, the families would be less
numerous. This is the most efficient solution to this problem.
In conclusion, what can a small country like Croatia do to
turn around some of these horrific world trends and make the
world more humane? Everything we and our diplomacy did
in the last twenty years was, pardon my language, ‘sucking
up to the big organisations like EU or NATO’. Is Croatia so
small that it can make no difference?
A country like Croatia should try to maintain its sovereignty,
strengthen the social movements and improve the integration
and solidarity between the European forces. When I speak about
Croatia not entering the EU, it is not in the nationalistic view.
You can be internationalists; you could develop solidarity and
collaboration with other people and countries as a sovereign
state, without being a member of EU or NATO, etc. It is possible.
It is important to understand that it makes no sense to wait for
the governments to do what we want. We have to organise
ourselves, as citizens, to promote alternative solutions and to
change the balance of power. After that, we may impose a
government that really is the expression of the people’s will.

English version prepared in collaboration with
Stephanie Jacquemont and Mike Krolikowski
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In the eye of the storm: the debt crisis
in the European Union
— Eric Toussaint interviewed by the CADTM
In July-September 2011 the stock markets were again shaken
at international level. The crisis has become deeper in the EU,
particularly with respect to debts. The CADTM interviewed Eric
Toussaint about various facets of this new stage in the crisis.
Part 1: Greece
Is it really true that Greece has to commit to paying about
15% interest rates to be allowed to contract ten year loans?
Yes, it is; markets are only ready to buy the ten-year bonds
Greece wishes to issue on condition it commits to paying such
extravagant rates.
Will Greece contract ten-year loans on such conditions?
No, Greece cannot afford to pay such high interest rates. It
would cost the country far too much. Yet almost every day we
can read in both mainstream and alternative media (the latter
being essential to develop a critical opinion) that Greece must
borrow at 15% or more.
In fact, since the crisis broke out in spring 2010, Greece has
borrowed on the markets for 3 months, 6 months or 1 year, no
more, at interest rates ranging between 4 and 5%.34 Note that
before speculative attacks against Greece started, it could borrow
at very low rates since bankers and institutional investors
(pension funds, insurance companies) were eager to lend.
For instance, on 13 October 2009, it issued three month
Treasury bonds also called T-Bills with a very low yield of 0.35%.
On the same day it issued six month bonds at a 0.59% rate.
Seven days later, on 20 October 2009, it issued one year bonds
at 0.94%. 35 This was less than six months before the Greek
crisis broke out. Rating agencies had given a very high rating
to Greece and the banks that were granting one loan after
another. Ten months later, it had to issue six month bonds at a
4.65% yield – in other words, 8 times more. This denotes a
fundamental change in circumstances.
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Another significant fact points to the banks’ responsibility: in
2008 banks demanded a higher yield from Greece than in 2009.
For instance in June-July-August 2008, before the crash
produced by the Lehman Brothers bankruptcy, rates were four
times higher than in October 2009. They were at their lowest
(below 1%) in the fourth term of 2009. 36 This may seem
irrational, since a private bank is certainly not supposed to
lower its interest rates in a context of major international crisis,
least of all with a country such as Greece, which is prompt to
borrow; but it was perfectly logical from the point of view of
bankers out to maximise profits while relying on public rescue
in case of trouble. After the Lehman Brothers bankruptcy, the
governments of the US and European countries poured huge
amounts of cash to bail out banks, restore confidence and boost
economic recovery. Banks used this money to lend to countries
such as Greece, Portugal, Spain and Italy, convinced as they
(rightly) were that if there were any problem, the ECB and the
European Commission would help them out.
You mean that private banks deliberately pushed Greece into
the trap of an unsustainable debt by offering low interest rates,
and then demanded much higher rates that made it impossible
for Greece to borrow beyond a one year term?
Yes, exactly. I don’t mean that there was some sort of plot but
it is obvious that banks literally threw capital into the arms of
countries such as Greece (notably by lowering the interest rates
they demanded) since they considered that the money they so
generously received from public authorities had to be turned
into loans to Euro Zone countries. We have to bear in mind that
only three years ago States appeared to be the more reliable
actors while the capacity of private companies to repay their
debts was questionable.
To go back to the concrete example mentioned above, on 20
October 2009 the Greek government sold its three-month TBills with a 0.35% yield in an attempt to raise EUR 1,500 million.
Bankers and other institutional investors proposed about five
times this amount, i.e. 7,040 million. Eventually the
government decided to borrow 2,400 million. It is no
exaggeration to claim that bankers literally threw money at
Greece.
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Let us also go back to the time sequences in the increase of
loans granted by West European banks to Greece between 2005
and 2009. Bankers of Western European countries increased
their loans to Greece (to both public and private sectors) in
several stages. Between December 2005 and March 2007, the
amount of loans increased by 50%, from just under USD 80
billion to 120 billion. Although the subprime crisis had broken
out in the US, loans increased again, this time by 33%, between
June 2007 and summer 2008 (from 120 to 160 billion), then
they stayed at a very high level (about 120 billion). This means
that Western European private banks used the money they
received at very low rates from the ECB, the Bank of England,
the US Federal Reserve and the US money market funds in order
to increase their loans to countries such as Greece 37 without
taking risk into consideration. Private banks thus bear a heavy
responsibility for the crushing debts of Greece. Greek private
banks also loaned huge amounts to public authorities and to
the private sector. They too have a significant responsibility in
the present situation. Consequently the debts claimed from
Greece by foreign and Greek banks as a result of their
irresponsible policy, should be considered illegitimate.
Part 2: The Great Greek Bond Bazaar
You say that since the crisis broke out in May 2010 Greece has
stopped issuing 10-year bonds. Why then do markets demand
a yield of 15% or more on Greece’s 10-year bonds? 38
This has an influence on the sale price of older Greek debt bonds
exchanged on the secondary market or on the OTC market.
There is another much more important consequence, namely
that it forces Greece to make a choice between two alternatives:
a) either depend even further on the Troika (IMF, ECB, EC)
to get long-term loans (10-15-30 years) and submit to
their conditions;
b) or refuse the diktats of markets and of the Troika and
suspend payment while starting an audit in order to
repudiate the illegitimate part of its debt.
Before we look at these alternatives, can you explain what the
secondary market is?
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As it the case for used cars, there is a second-hand market for
debts. Institutional investors and hedge funds buy or sell used
bonds on the secondary market or on the OTC (over the
counter) market. Institutional investors are by far the main
actors. The last time Greece issued ten-year bonds was on 11
March 2010, before speculative attacks started and the Troika
intervened. In March 2010, to get 5 billion Euros, it committed
itself to an interest rate of 6.25% every year until 2020. By that
date it will have to repay the borrowed capital. Since then, as
we have seen, it no longer borrows for ten years because rates
blew up. When we read that the ten-year interest rate is 14.86%
(on 8 August 2011 when the 10-year Greek rate, which had
been as high as 18%, was again below 15% after the ECB’s
intervention), this indicates the price at which ten-year bonds
are exchanged on the secondary or OTC markets.
Institutional investors who bought those bonds in March 2010
are trying to sell them off on the secondary debt market because
they have become high risk bonds, given the possibility that
Greece may not be able to refund their value when they reach
maturity.
Can you explain how the second-hand price of the ten-year
bonds issued by Greece is determined?
The following table should help us understand what is meant
by saying that the Greek rate for ten years amounts to 14.86%.
Let us take an example: a bank bought Greek bonds in March
2010 for EUR 500 million, with each bond representing 1,000
Euros. The bank will cash EUR 62.5 each year (i.e. 6.25% of
EUR 1,000) for each bond. In security market lingo, a bond
will yield a EUR 62.5 coupon. In 2011 those bonds are regarded
as risky since it is by no means certain that by 2020 Greece will
be able to repay the borrowed capital. So the banks that have
many Greek bonds, such as BNP Paribas (that still had EUR 5
billion in July 2011), Dexia (3.5 billion), Commerzbank (3
billion), Generali (3 billion), Société Générale (2.7 billion),
Royal Bank of Scotland, Allianz or Greek banks, now sell their
bonds on the secondary market because they have junk or toxic
bonds in their balance sheets. In order to reassure their
shareholders (and to prevent them from selling their shares),
their clients (and to prevent them from withdrawing their
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savings) and European authorities, they must get rid of as many
Greek bonds as they can, after having gobbled them up until
March 2010. What price can they sell them for? This is where
the 14.86% rate plays a part. Hedge funds and other vulture
funds that are ready to buy Greek bonds issued in March 2010
want a yield of 14.86%. If they buy bonds that yield EUR 62.5,
this amount must represent 14.86% of the purchasing price, so
the bonds are sold for only EUR 420.50.
Nominal value
of a 10-year
bond issued
by Greece on
11 Mar 2010

Example

EUR 1,000

Interest rate
on
11 March 2010

6,25%

Value of the
Price of the
coupon paid
bond on the
each year
secondary
to the owner of
market on
a EUR1,000 bond 8 August 2011

EUR 62,5

EUR 420,50

Actual yield on
8 August 2011
if the buyer
bought a EUR
1,000 bond
for EUR 420.50

14,86%

To sum up: buyers will not pay more than EUR 420.50 for a
EUR 1,000 bond if they want to receive an actual interest rate
of 14.86%. As you can imagine, bankers are not too willing to
sell at such a loss.
You say that institutional investors sell Greek bonds. Do you
have any idea on what scale?
As they tried to minimise the risks they took, French banks
reduced their Greek exposure by 44% (from USD 27 billion to
USD 15 billion) in 2010. German banks proceeded similarly:
their direct exposure decreased by 60% between May 2010
and February 2011 (from EUR 16 to EUR 10 billion). In 2011
this withdrawal movement has become even more noticeable.
What does the ECB do in this respect?
The ECB is entirely devoted to serving the bankers’ interests.
But how?
Through buying Greek bonds itself on the secondary market.
The ECB buys from the private banks that wish to get rid of
securities backed on the Greek debt with a valuation haircut
of about 20%. It pays approximately EUR 800 for a bond
whose value was EUR 1,000 when issued. Now, as appears
from the table above, these bonds are valued at much less on
the secondary market or on the OTC market. You can easily
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imagine why the banks appreciate being paid EUR 800 by the
ECB rather the market price. This being said, it is another
example of the huge gap between the actual practices of private
bankers and European leaders on the one hand and their
discourse on the need to allow market forces to determine
prices on the other.
Part 3: The ECB, ever loyal to private interests
On 8 August 2011 the ECB started buying bonds issued by
European States that had run into trouble. What do you think
of this?
A first important point to remember: the media announced
that the ECB would start buying bonds without specifying that
this would only occur, as usual, on the secondary market.
The ECB does not buy bonds on the Greek debt directly from
the Greek government but from banks on the secondary market.
This is why banks were pleased on 8 August 2011.
Indeed, between March 2011 and 8 August 2011 the ECB claims
that it did not buy any bonds on the secondary market. This
was a source of aggravation for the banks since, as they wanted
to get rid of the Greek bonds and the bonds of other States
experiencing difficulties, they had had to sell them at knockdown prices on the secondary market. Most of them only sold
a few because prices were really too low. 39 This is why they
insisted that the ECB start buying again.
The ECB’s return to the secondary market raises the price of
Greek bonds, is that it?
Yes, but only for a while, and what matters is that the ECB buys
in huge quantities and at a higher value than the market price.
Between May 2010 and March 2011 it bought Greek bonds
from bankers and other institutional investors for EUR 66
billion. Between 8 and 12 August, i.e. within five days, it bought
Greek, Irish, Portuguese, Spanish and Italian bonds for EUR 22
billion. Over the following week it bought another 14 billions’
worth. We do not know the proportion of Greek bonds but we
can see that the purchase was massive. What is clear is that the
ECB’s practice of buying bonds makes it possible for institutional
investors to speculate and make juicy profits.
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Indeed, banks can buy bonds at cut prices on the secondary
market or much more unobtrusively on the OTC market that is
outside any regulation (42.5% of their face value in the days
following 8 August 2011 and even lower a few weeks later) and
sell them to the ECB at 80%. The volume of this kind of transaction
may be marginal; it is difficult to know exactly. But they certainly
are most profitable and I cannot see how the ECB or market
authorities could prevent this, even if they wanted to.
We have to remember that transactions on the secondary
market are barely regulated, and that next to the secondary
market there is the OTC market that is not regulated at all by
the public authorities. On a regular basis, debt bonds are sold
and bought as ‘short sales’, i.e. a buyer, for instance a bank, can
buy bonds for dozens of millions without having to pay for
them when receiving them. Buyers promise they will pay; they
get the bonds, sell them on, and pay what was owed with the
proceeds of the resale. This proves that the purchase was never
intended to be used for its own yield, but was bought to be sold
on immediately to maximise profit (speculation).
Of course if they cannot sell these bonds on at a good price or at
all, they cannot foot the bill. This can lead to a crash, since
hundreds of institutional investors play the same game and the
amounts at stake are astronomical. Transactions on securities
backed on the public debt of States facing problems amount to
tens or hundreds of billions of Euros on a liberalised market.
Why doesn’t the ECB buy directly from the States that issue the
bonds instead of buying on secondary markets?
Because the governments concerned wanted to preserve the
monopoly of the private sector on providing credit to public
bodies. Direct lending to member States is prohibited by the
ECB’s own statutes as well as by the Lisbon Treaty, and this also
applies to central banks in the EU. The ECB therefore lends to
private banks which in turn lend to States with other
institutional investors.
As mentioned above, French, German and other banks sold
Greek bonds massively in 2010 and in the first term of 2011.
The ECB has so far been their first buyer and it buys above the
secondary market price. 40
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As you can see, this makes for all sorts of manipulations by the
banks and other institutional investors, since bonds are
warranted to the holders and the markets are liberalised. Clearly
the private banks put pressure on the ECB for it to buy bonds at
a higher price, claiming that they needed to get rid of them to
clean up their balance sheets and so prevent another largescale financial crisis.
July and August were good months for such blackmail, as the
stock markets went through a fall of 15% to 25% in their indice
between 8 July and 18 August 2011. Share prices of those banks
that lent money to Greece, French banks in particular, literally
plummeted. Panic-stricken, the ECB gave in to the bankers’
and institutional investors’ pressure and started buying bonds
again. The ECB’s intervention saved the day (at least for a while)
for a number of major banks, particularly French ones. Once
again public institutions helped out the private sector. But there
is an even more outrageous aspect to the ECB’s behaviour.
Can you explain?
It’s very easy. It lends money at a very low rate to private
banks, 1% from May 2009 to April 2011, 1.5% today, merely
asking banks that receive the loans to provide a financial
guarantee. Now what the banks provide as guarantee are the
very bonds (called ‘collaterals’) on which they receive, if they
are Greek, Portuguese or Irish bonds, interest rates ranging
from 3.75 to 5% if they were issued for less than a year, and
more if they are bonds maturing after 3, 5 or 10 years.
Why do you call this outrageous?
Here is why. Banks borrow at 1% or 1.5% from the ECB to grant
loans to some States at 3.75% at least. Once they have bought
the bonds and cashed their interest, they win twice over: they
leave these bonds as collateral to borrow again at low rates
from the ECB and loan this money to States at high interest
rates. The ECB makes it possible for them to make even more
juicy profits.
Moreover, from 2009-10 the ECB has changed its safety and
security criteria and agreed to banks using high-risk bonds as
collateral, which obviously encourages those banks to make
inconsiderate loans since they are sure to be able either to sell
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the bonds to the ECB or to use them as guarantee. 41 It seems
logical to consider that the ECB should behave differently and
lend directly to States at 1 or 1.5%, without lavishing gifts to
bankers as it does.
But does it have a choice since this is prohibited by its statutes
and the Lisbon Treaty?
A number of dispositions in the Treaty are not adhered to
anyway (the debt/GDP ratio that should not be over 60%, the
government deficit/GDP ratio that should not be over 3 %), so
considering the circumstances we can forget about that one
too.
For the next stage we need to be aware that various EU treaties
have to be abrogated, that the ECB statutes have to be radically
changed, and that the EU has to be founded on other premises.42
Yet to achieve this, the balance of power has first to be changed
through massive street mobilisations.
Part 4: A European Brady Plan: Austerity for life
After the European Summit of 21 July 2011 it was announced
that the Greek debt was to be reduced by calling upon bankers.
Was this a good move?
Not at all. Those decisions do not provide countries facing
financial problems with a favourable solution. The decisions
taken on 21 July, supposing they are ratified by the parliaments
of the member States in September-October 2011, will only
slightly loosen the noose that strangles those countries and
particularly their populations.
Moreover, in the case of Greece (soon followed by other
countries), European governments have relied on bankers, who
are largely responsible for the disaster, to devise a policy
tailored to their own needs. They set up an ad hoc cartel of the
major creditor banks under the grand but misleading name of
Institute of International Finance (IIF), which has drafted a
menu with various options offering four possible scenarios. 43
As recalled by Crédit Agricole, one of the main French banks
(it owns a bank in Greece, ‘Emporiki,’ 44 stuffed full of Greek
bonds), the IIF clearly found its inspiration in the Brady Plan
that was implemented in the 1980s-90s to face the debt crisis
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in 18 emerging countries45. Heads of State, the EC and bankers,
relayed by the media, announced that this would reduce the
debt by 21%, which is wrong. Actually, at best, the Greek debt
would be reduced by EUR 13.5 billion, i.e. 4% of the current
principal, which amounts to EUR 350 billion (which will further
increase in the coming years). The 21% figure is the haircut
bankers are ready to apply to the value of the Greek bonds they
hold. It is just a bookkeeping operation. Indeed it does not
affect at all what the Greek government has to pay. Bankers are
so pleased that their proposal should have been accepted by
the Heads of State and the ECB that several of them announced
as early as late July-early August that they provisioned 21%
losses on Greek bonds maturing in 2020. For instance, BNP
Paribas provisioned EUR 534 million, and Dexia 377 million.46
By doing that, banks that play a leading part in the IIF hope to
get parliaments in the EU countries to ratify the agreements
made with the Heads of State and the ECB. Besides, such
expected loss provisioning can be offset from their profits to
reduce taxation. So far, however, there is one trouble-maker
among the bankers, namely the Royal Bank of Scotland (RBS),
which withdrew from the IIF and announced that it would apply
a 50% haircut instead of 21% and provision losses for GBP 733
million, which shows that the 21% cut is far from sufficient.
Moreover, according to the Financial Times and the Belgian
financial daily L’Echo47 the International Accounting Standards
Board (IASB) sent a letter to the European Securities and
Markets Authority which regulates the European financial
markets, calling into question banks that apply a 21% cut on
their Greek bonds when the market to market value is less than
50%.
The 21 July 2011 agreement is also said to mean that the
Troika’s loans to Greece, Ireland and Portugal would be
extended over a longer period with lower interest rates. Is
this the case?
European governments did announce that they intended to
reduce the interest rates they charge Greece, Ireland and
Portugal by 2 or 3 points.48 Announcing a reduction of 3.5% in
interest rates for 15 or even 30 year loans amounts to
acknowledging that the rates they had demanded so far were
prohibitive. The move is motivated by the obvious disaster
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they have contributed to bring down on those countries and
by the risk of the crisis spreading to other countries. The
measures announced by European governments on 21 July
2011 are a clear acknowledgement of the ‘unjust enrichment’
they are responsible for and of the fraudulent nature of their
policies.
What is unjust enrichment?
Unjust enrichment is abusive enrichment, profit gained through
unlawful means. It corresponds to a general principle in
international law defined in Article 38 of the statutes of the
International Court of Justice. 49 States such as Germany,
France and Austria borrow at 2% on the markets and lend the
same money to Greece at 5% or 5.5%, to Ireland at 6%. Similarly
the IMF borrows from its members at low interest rates and
lends to Greece, Ireland and Portugal at much higher rates.
What is the fraudulent nature of the Troika’s policies?
Fraud50 is an important notion in international law. It refers to
an intentional deception made to damage another individual.
If a State were led to contract a loan through the fraudulent
behaviour of another State or an international organisation
that is party to the negotiation, it may invoke fraud as grounds
for declaring the contract void, since it was agreed to through
deceit. Now the Troika uses the plight of Greece, Ireland and
Portugal to enforce measures that go against citizens’ social
and economic rights, challenge collective conventions, and
contravene the country’s sovereignty and in some cases also
its constitution. Thanks to some Italian newspapers, we know
that in early August 2011 the ECB benefited from speculative
attacks against Italy forcing its government to implement the
same kind of antisocial measures as Greece, Ireland and
Portugal. If the Italian government did not comply, the ECB
said it might not help Italy at all.
What the members of the Troika are doing, can be compared to
the odious behaviour of someone who, while claiming to help a
person in a difficult predicament, would actually make it worse
and benefit from it. We can also consider that it is a criminal act
planned collectively by the IMF, the ECB, the EC, and the
governments that are supporting their action. Associating in
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order to plan and carry out a criminal act increases the
responsibility of the aggressors.
There is more: the economic policies enforced by the Troika
will not allow the affected countries to improve their situation.
For three decades this kind of damaging policy has been
implemented on behalf of large private companies, the IMF
and the governments of industrialised countries, in indebted
countries of the South and in a number of countries of the
former Soviet bloc. The countries that complied most diligently
have had to face terrible times. Those that refused the diktats
of international bodies and their neoliberal doxa have fared
much better. This has to be recalled for we have to make it
known that the results of the policies demanded by the Troika
and institutional investors are a foregone conclusion. Neither
today nor tomorrow will they ever have the right to claim.
They did not know what their policies would result in? We can
already see what is happening in Greece.
For over a year now, the CADTM has been warning against a
debt reduction led by creditors, namely the Troika, bankers
and other institutional investors. Is this justified?
Of course! The current operation is led by creditors and geared
to their own interests. As indicated above, the current plan is a
European version of the Brady Plan. 51 Let us remember the
context in which this plan was implemented at the end of the
1980s.
In the early years of the crisis that broke out in 1982, the
IMF and the governments of the US, the UK and other major
powers helped private bankers in the North that had taken
huge risks as they granted loan after loan to countries of the
South, particularly in Latin America (as was to happen later
with subprime mortgages and loans to countries such as
Greece, Eastern European countries, Ireland, Portugal and
Spain). When developing countries, starting with Mexico,
were close to defaulting, the IMF and countries of the Paris
Club agreed to lend them capital, provided they further
repay private banks of the North and implement austerity
plans (the notorious structural adjustment policies). Next,
as the debt of the South was snowballing, they set up the
Brady Plan (after the name of the US Treasury Secretary of
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the time) that involved a restructuring of the debt of the
main indebted countries with bond exchanges. The
participating countries were Argentina, Brazil, Bulgaria,
Costa Rica, Côte d’Ivoire, the Dominican Republic, Ecuador,
Jordan, Mexico, Nigeria, Panama, Peru, the Philippines,
Poland, Russia, Uruguay, Venezuela and Vietnam. At the
time, Nicolas Brady announced that the amount of the debt
would be reduced by 30% (actually, when there was a
reduction it was much less than that, and in several major
cases the debt even increased) and the new bonds (the Brady
Bonds) guaranteed a fixed interest rate of about 6%, which
was very favourable to bankers. It also ensured that
austerity policies would continue under the supervision of
the IMF and the World Bank. Today, under other latitudes,
the same logic produces the same disasters.
It is most interesting to look at a posteriori assessments by two
well-known US neoliberal economists, Kenneth Rogoff, former
chief economist with the IMF, and Carmen Reinhart, university
professor and advisor to the IMF and the WB. Here is what they
wrote in 2009 about the Brady Bond. They first assert:
“Conspicuously absent from the large debt reversal episodes
were the well-known Brady restructuring deals of the 1990s.”
They then base their negative assessment on the following
elements: “In fact, in Argentina and Peru, three years after
the Brady deal, the ratio of debt to GDP was higher than it had
been in the year prior to the restructuring!
By the year 2000, seven of the seventeen countries that had
undertaken a Brady-type restructuring (Argentina, Brazil,
Ecuador, Peru, the Philippines, Poland and Uruguay) had
ratios of external debt to GDP that were higher than those
they had experienced three years after the restructuring, and
by the end of 2000, four of those countries (Argentina, Brazil,
Ecuador and Peru) had debt ratios that were higher than those
recorded before the deal.
By 2003, four members of the Brady bunch (Argentina, Côte
d’Ivoire, Ecuador and Uruguay) had once again defaulted on
or rescheduled their external debt.
By 2008, less than twenty years after the deal, Ecuador had
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defaulted twice. A few other members of the Brady group may
follow suit.” 52
The European version is true to the original Brady Plan down
to its finest details. In the context of the plan, participating
states had to buy US treasury zero-coupon bonds 53 as
guarantee in case of defaulting. The European plan devised by
the banks, the EC and the ECB (with the full support of the IMF)
proposes four options. In the first three, Greece, through the
European Financial Stability Facility (EFSF), buys zero-coupon
Euro bonds as a guarantee that it will repay the principal on
thirty-year bonds. 54
What do you think of this Plan?
It will not help Greece to clear its debts for two essential
reasons. Firstly, the debt reduction is completely insufficient;
and secondly, the economic and social policies implemented
by Greece to meet the Troika’s demands will further weaken
the country. As a consequence the new loans granted to Greece
in the context of this plan as well as the former, now
restructured, debts can be defined as odious. 55
The ECB is said to be against a strong haircut of the Greek
debt.
Correct. The ECB is trapped by its own policy: as it bought lots
of Greek bonds on the secondary market and agreed to banks,
including Greek banks, depositing Greek bonds as guarantee
on the loans it grants, the assets in its balance sheet consist of
huge amounts of Greek bonds (plus Irish, Portuguese, Italian
and Spanish bonds). If a 50 or 60% haircut were to be applied
to Greek bonds, its balance sheet would be unbalanced. That
being said, it is still quite feasible since this is merely a matter
of book-keeping.
The ECB’s opposition to a strong haircut coincides once again
with the interests of private bankers who do not agree to their
assets being devalued either. The ECB has put pressure on EU
Heads of State and on the EC for them to strengthen the
European Financial Stability Facility so that it can buy high
risk bonds. It wants to get this over with as soon as possible.
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Part 5: CDS and rating agencies: factors of risk and
destabilisation
You haven’t talked about Credit Default Swaps (CDS) yet.
CDS is a derivative financial product which is not submitted to
any form of public control. They were created in the first half of
the 1990s in the middle of the era of deregulation. Credit Default
Swap literally means permutation of unpaid debts. Normally,
it should allow the holder of a loan to obtain compensation
from the CDS seller in the case of default by the bond-issuer,
whether a government or a private company. I use the
conditional for two main reasons. Firstly, a CDS can be bought
as protection against the risk of non repayment of a bond that
the buyer does not have. This is the same as taking out insurance
for the house next door, hoping that it will catch fire so that
one can get the money. Secondly, CDS sellers do not begin by
banking enough funds to indemnify victims of defaults. If a
whole lot of private companies having issued bonds should go
bankrupt, or if a major lender State should default on payments,
it is quite certain that CDS sellers would be incapable of
indemnifying as promised. In 2008, the collapse of the NorthAmerican company AIG, the biggest international insurance
company (which was actually nationalised by Bush to avoid
the consequences of bankruptcy) and that of Lehman Brothers
were directly linked to the CDS market. AIG and Lehman had
both been very active in this sector.
The CDS enables all sorts of manipulations. I had the
opportunity to observe closely an attempt at manipulation
when I was a member of the audit commission for the internal
and external debts set up by the government of Ecuador in
2007, which delivered its report in September 2008. While we
were auditing the Ecuadorian debt and President Rafael Correa
was threatening to stop paying the illegitimate part of the debt
to the international money markets, a private North-American
company contacted the Ecuadorian government with a most
edifying proposal. The company suggested that President
Correa should let it be known that he was going to suspend
payments just before the next due-date three weeks later. This
would enable the company to sell CDSs for a value they had
calculated at USD 300 million. The final outcome was supposed
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to be as follows: in reality, Ecuador would pay what it owed as
usual. This would mean that the company would not need to
indemnify the CDS holders and it would give half the proceeds
to the Ecuadorian government. The company claimed that this
operation was completely free of any risk of prosecution as it
would be an over-the-counter transaction outside US
government control. It claimed to have already carried out
similar transactions on several occasions. In the end, the
Ecuadorian government refused the offer, opting for another
strategy which produced good results. The point about this
true-life story is that it illustrates that issuers and buyers of
CDSs can carry out all sorts of manipulations. Let us not forget
that right up until the AIG disaster and the collapse of Lehman
Brothers, the IMF, the US Federal Reserve and the ECB
repeatedly claimed that CDSs were a new product that offered
excellent guarantees against risks. Since then, their discourse
has changed, but nothing, absolutely nothing, has been done
to regulate the CDS market. Meanwhile, in view of the size of
the phenomenon, CDSs constitute a huge time-bomb hanging
over the international finance system. The fact is that CDS
should be outlawed.
Monetary and financial authorities have encouraged the creation of a time-bomb composed
of CDS.
In 2007 when the crisis had already broken out in the
USA and was spreading to the EU, Alan Greenspan, former
Director of the US Federal Reserve, wrote: “A recent financial innovation of major importance has been the
credit default swap. The CDS, as it is called, is a derivative that transfers the credit risk, usually of a debt instrument, to a third party, at a price. Being able to profit from
the loan transaction but transfer credit risk is a boon to
banks and other financial intermediaries, which, in order to make an adequate rate of return on equity, have to
heavily leverage their balance sheets by accepting deposit obligations and/or incurring debt. Most of the time,
such institutions lend money and prosper. But in periods
of adversity, they typically run into bad-debt problems,
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which in the past had forced them to sharply curtail lending. This in turn undermined economic activity more generally.
A market vehicle for transferring risk away from these
highly leveraged loan originators can be critical for economic stability, especially in a global environment. In
response to this need, the CDS was invented and took the
market by storm. The Bank for International Settlements
tabulated a world-wide notional value of more than $20
trillion equivalent in credit default swaps in mid-2006,
up from $6 trillion at the end of 2004. The buffering power
of these instruments was vividly demonstrated between
1998 and 2001, when CDSs were used to spread the risk
of $1 trillion in loans to rapidly expanding telecommunications networks. Though a large proportion of these
ventures defaulted in the tech bust, not a single major
lending institution ran into trouble as a consequence. The
losses were ultimately borne by highly capitalised institutions—insurers, pension funds, and the like—that had
been the major suppliers of the credit default protection.
They were well able to absorb the hit. Thus there was no
repetition of the cascading defaults of an earlier era.” 56
In 2007 the IMF issued the following declaration referring to the health of the United States and particularly
CDSs, labelled new risk-transfer markets: “Although complacency would be misplaced, it would appear that innovation has supported financial system soundness. New
risk transfer markets have facilitated the dispersion of
credit risk from a core where moral hazard is concentrated to a periphery where market discipline is the chief
restraint on risk-taking.…Although cycles of excess and
panic have not disappeared — the subprime boom-bust
being but the latest example — markets have shown that
they can and do self-correct.” (IMF, 2007 Consultations
Report, Article 4 with the United States)57.
Clearly, certain supposedly reputable banks are still covering themselves against defaults through CDSs. Thus the
Deutsche Bank announced at the end of July 2011 that it
had reduced its exposure regarding the Italian debt by
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88%. The principal German lender claims to have reduced
its exposure in Italy from EUR 8 billion to EUR 997 million. According to the Financial Times, the Deutsche Bank
achieved this not by selling over 7 billion Euros worth of
Italian bonds, but by a stroke of book-keeping wizardry,
buying up CDSs to hedge its investments against possible
default on the part of Italy. 58
On another level, hedge funds, particularly active on the
OTC and CDS markets, are worried at the perspective of
the Greek debt being partly written off. They are wondering whether they will retain enough street cred to continue selling CDSs once they have failed to indemnify CDS
holders of the Greek debt. 59
How much responsibility do rating agencies bear for the crisis?
The North-American Standard & Poor’s and Moody’s and the
Franco-American Fitch are the three private agencies which
rule the roost regarding credit ratings and the credibility of
bond issuers, whether they be State or corporate. 60 They have
existed for almost a century but it was not until the 1970s1980s, with the financialisation of the economy, that their
business took a sudden leap. However they are constantly in a
situation of conflict of interests. Until the 1970s, it was the
prospective buyers of bonds issued by the State and by
companies who paid rating agencies for their advice on the
quality of the issuers. Since then, the situation has been
completely reversed: now it is the issuers of bonds who pay the
agencies to rate them. What motivates the government and the
companies is of course to get good ratings so that they can pay
the lowest possible interest rates to those who buy their bonds.
Let us recall that until the eve of the collapse of Enron in 2001,
highly paid rating agencies attributed top marks to the power
supplier. Again, in 2008, it was the same story with the
investment banks, Merrill Lynch and Lehman Brothers. And
again with Greece in 2009 - early 2010! These are ample
demonstrations of the harm they do. They should be sued for
the damage caused by the results of the ratings they hand out.
Risk assessment is a task which should only be entrusted to
public bodies.
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Part 6: Has the crisis peaked yet?
Has the crisis peaked yet?
The crisis is far from over. Even if we only consider the financial
aspects, we must be aware that private banks have continued
to play an extremely dangerous game which benefits them as
long as nothing goes wrong, but which is prejudicial to the
majority of the population. The amount of bad assets on their
balance-sheets is enormous. If we look at only the top 90
European banks, the fact is that over the coming two years,
they will have to refinance debts to the tune of an astronomical
EUR 5,400 billion. That represents 45% of the wealth produced
annually in the EU. The risks are colossal and the policies
adopted by the ECB, the EC and the member States of the EU
will not solve anything – indeed quite the contrary.
A central aspect of the risks taken by the European banks needs
to be emphasised. They finance a significant part of their
operations by making short-term loans in dollars from the
North-American lenders known as “US money market funds”
at a lower rate than the ECB’s. Furthermore, to return to the
case of Greece, how could the European banks possibly settle
for 0.35% over 3 months if they had to borrow from the ECB at
1%? They have always financed their loans to European States
and companies using loans they themselves took out from the
US money market funds – and they continue to do so. Now
those money market funds were scared by what was happening
in Europe and also by the dispute over the US public debt
between Republicans and Democrats. So by June 2011, that
source of low-interest finance had just about dried up, which
has hurt major French banks most. This was what precipitated
the tumble they took on the Stock Exchange and led to the
increase of pressure on the ECB to buy back their bonds and
thus provide them with new money. In short, this demonstrates
the extent of the knock-on effect between the economies of the
USA and the EU. It further explains the continual contact
between Barack Obama, Angela Merkel, Nicolas Sarkozy, the
ECB, the IMF … and the major banks from Goldman Sachs to
BNP Paribas and the Deutsche Bank. A breakdown in the flow of
dollar-loans to European banks could cause a very serious crisis
in the Old World, just as difficulties encountered by European
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banks in repaying their US lenders could trigger off a new crisis
on Wall Street.
Since 2007-2008, banks and other institutional investors have
displaced their speculation activities from the property market
(where they had created a bubble which burst in nearly a dozen
countries, including the USA) to the public debt market, the
currency market (where the equivalent of USD 4,000 billion
changes hands every day, 99% purely for speculative purposes)
and the primary resources market (petroleum, gas, minerals,
food commodities). These new bubbles can burst at any
moment. A possible trigger could be if the US Federal Reserve
decided to raise interest rates (followed by the ECB, the Bank of
England, etc.). In this respect, in August 2011 the Fed
announced its intention to maintain its base rate near zero until
2013. However other events could trigger off a new bank crisis
or a crash on the Stock Exchange. The events of July-August
2011 show us it is time to muster our energy in order to prevent
the private financial institutions from doing any further
damage.
The extent of the crisis is also determined by the volume of the
US public debt and the way it is financed in Europe. European
bankers hold more than 80% of the total debt of an array of
European Union countries in difficulty such as Greece, Ireland,
Portugal, the Eastern European countries, Spain and Italy. In
volume, Italian public debt paper amounts to EUR 1,500 billion,
more than twice the combined public debt of Greece, Ireland
and Portugal. Spain’s public debt comes up to EUR 700 billion,
i.e. about half of Italy’s. The arithmetic is simple: the public
debts of Spain and Italy added together represent three times
the sum of those of Greece, Ireland and Portugal. As we saw in
July-August 2011, while each country continued to pay off its
debts, several banks almost collapsed. The ECB had to intervene
to save the day. The financial scaffolding of the European banks
is so fragile that an attack through the Stock Exchange is enough
to bring them down... Not to mention what would happen if the
Stock Exchange crashed, which cannot be ruled out.
So far, with the exception of Greece, Ireland and Portugal, the
States have managed to refinance their debts by taking out new
loans as and when the borrowed capital fell due. The situation
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has worsened significantly over the last few months. By July/
early August 2011, the interest rates demanded by the
institutional investors to enable Italy and Spain to refinance
their public debt as it fell due with 10-year loans had literally
exploded to reach 6%. Once again, the ECB had to intervene,
buying up massive amounts of Spanish and Italian debt paper
to satisfy the bankers and other institutional investors and bring
down interest rates. For how long, though? Italy will have to
borrow about EUR 300 billion in August 2011 and July 2012
as that is how much they will require to honour bonds that fall
due over that short period. Spain’s needs will be considerably
lower, at about EUR 80 billion, but that is still a hefty sum. How
will the institutional investors behave over the coming twelve
months and what will happen if their borrowing conditions on
the North-American money market funds become stiffer? Many
other events could aggravate the international crisis. One thing
is certain: the present policies of the EC, the ECB and the IMF
cannot result in a favourable outcome.

On several occasions you have written that the private debt
was far greater than the public debt. So far you’ve been talking
about public debt.
There is not a shadow of a doubt that the private debts are
much higher than the public debts. According to the last report
by the McKinsey Global Institute, the sum total of private debt
worldwide comes to USD 117,000 billion, i.e. about three times
the sum of all public debts, which is USD 41,000 billion. There
is a great risk that private companies, including banks along
with the other institutional investors, will not be able to repay
their debts.
Bankers, chief executives of other companies, the traditional
media and governments only discuss public debt and use its
increase as a pretext to justify new attacks on the social and
economic rights of the majority of the population. Austerity
and the reduction of public deficits by axing social budgets and
civil service jobs have become the only way of raising funds,
along with privatisations and more consumer taxes. For
appearances’ sake in Europe, some governments have added a
tiny tax for the rich and talk of taxing financial transactions.
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Obviously the increase of public debt is the direct result of 30
years of neo-liberal policies. They have used loans to finance
fiscal reforms in favour of the wealthy and of large private
companies. They have rescued banks and large companies by
getting the State budget to take on part of their debt or other
losses. Due to the recession, there have been new falls in tax
revenues and an increase in some public spending to help
victims of the crisis. The combined effect of these different
factors has been to increase the public debt. It all comes down
to deliberately unjust social policies which aim systematically
to favour one social class only. A few crumbs are tossed to the
middle classes to keep them quiet. On the other hand, the great
majority of the population have been hit by these policies and
seen their rights trampled underfoot. That is why the public
debt has to be seen as globally illegitimate. And that is why I
have been focusing on the public debt in this interview, because
we absolutely must find a positive solution to this problem.
Part 7: Alternative ways out of crisis
During this talk, you have claimed that Greece is forced to
choose between two options: either to eat humble pie,
resigning itself to turning to the Troika; or to refuse the dictates
of the markets and the Troika by suspending repayment and
calling an audit in order to be able to repudiate the illegitimate
part of the debt. You have described the first option. Could
you now explain the second in more detail?
We talked about the case of Greece. It is important to mention
that other countries are now being confronted with the same
choices – Ireland, Portugal, not forgetting Hungary, Bulgaria,
Romania, or even Latvia – to mention ones in the European
Union. There is every reason to believe that tomorrow it will
be the turn of Italy and Spain. And we should not be surprised
to see yet other EU countries in a similar predicament the day
after tomorrow, because the crisis is accelerating rapidly.
Outside the EU, Iceland is another high risk case.
The best thing would be for these countries, subject to blackmail
by speculators, the IMF and other organisations such as the
European Commission, to resort to a unilateral moratorium
on public debt payments. Commitment to such a unilateral
sovereign act would completely transform the balance of power
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to the detriment of the creditors. Whether they are banks,
insurance companies or pension funds, they would be in such
haste to sell off their bonds that interest rates would plummet
to almost nothing. As for the Troika, it would be obliged to seek
to negotiate concessions. Russia in 1998, Argentina in 2001
and Ecuador in 2008 all declared unilateral moratoria on their
debt payments, and they all came out of it very well. 61
It is important to take stock of these recent experiences and to
see how to apply the best strategy so that the population can
see improvements in their living conditions and make a
tangible break with the capitalist system.
What other immediate measures are needed alongside a
unilateral suspension (moratorium) of debt payments?
A unilateral moratorium should be combined with an audit of
public loans (with the participation of civil society). The audit
must allow the necessary proofs and arguments to be brought
before the government and popular opinion to justify the
cancellation/repudiation of the part of the debt identified as
illegitimate. International law and each country’s domestic laws
offer a legal basis for the sovereign unilateral act of
cancellation/repudiation. 62
For countries that resort to suspension of payments, there
needs to be a moratorium without delay interest on the part
not paid.
In other countries, such as France, Belgium, Great Britain, it is
not necessarily imperative to decree a unilateral moratorium
while the audit is made. The audit is required to determine the
extent of cancellation/repudiation to be effected. Should the
international conjuncture deteriorate, suspension of payments
could become a necessity, even for countries that claim to be
safe from the blackmail of private creditors.
And how can civil society participate?
The participation of civil society is imperative to guarantee
that the audit is carried out both efficiently and transparently.
The audit commission should be composed of, for example,
different bodies of the State concerned, so that they can report
on its work. In any case, it is the participation of the social
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movements, of grassroots civil society, that will be the key to
the audit’s success. Social movements can designate their own
experts in public finance auditing, economists, jurists and
constitutionalists. Obviously the different social movements
affected by the debt crisis must also be represented. The audit
ought to help determine the different responsibilities in the
indebtedness process and demand that those responsible,
nationally and internationally, be brought to justice.
In most cases, the ruling class has no interest in seeing an
authentic audit carried out under the auspices of civil society.
In other cases, it may resign itself to the idea in order to
circumvent the problem.
That is quite true. The case I mentioned earlier corresponds to
a situation where strong popular mobilisation brings left-wing
forces into government who will adopt policies in the interests
of the people or go even further. I am reminded of something
Arthur Scargill, one of the main leaders of the Miners’ Strike in
Britain in the mid-eighties, said. Basically he said that they
needed a government as true to the interests of the workers as
Margaret Thatcher was to the interests of the capitalist class.
In the present situation in Europe, we are still far from achieving
that. We are confronted with governments who are hostile to
the idea of an audit and unwilling to call debt repayment into
question. That is why we need to constitute proper citizens’
audit commissions without government participation.
Who will have to foot the bill of debt cancellation?
Whatever happens, it is only right and proper that the private
institutions and high-earning individuals who hold the debt
paper should bear the brunt of cancelling illegitimate sovereign
debt since they are largely responsible for the crisis, and
furthermore, they have largely profited from it. Making them
bear the cost of cancellation is only fair, if there is to be a return
to greater social justice.
Will small stock-holders or salaried workers who hold public
debt paper through pension savings also have to pay up?
A proper survey of debt-stock holders needs to be drawn up so
that citizens of modest or middling means among them can be
indemnified.
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What will happen to those responsible for illegitimate or odious
debt?
If the audit proves the existence of offences linked to
illegitimate indebtedness, the offenders will be severely
condemned to make reparation and should not escape prison
sentences in accordance with the seriousness of their felony.
As for government authorities that have instigated illegitimate
borrowing, they must be held accountable.
What about the part of the debt that cannot be declared
illegitimate, illegal and/or odious?
For debts that are not deemed illegitimate, creditors should be
made to contribute through reduction of stock and interest rates,
as well as by rescheduling payments over a longer period. Here
too, positive discrimination should be adopted in favour of small
public debt holders, allowing them to be repaid on normal terms.
Moreover, the amount of funds in the State budget earmarked
for debt repayment should be limited as befits the state of the
economy, the government’s capacity to repay and the
incompressible nature of social spending. Such practices will
emulate what was done for Germany after the Second World War.
The 1953 London Agreement on the German debt, which
consisted, for example, of reducing the debt stock by 62%,
stipulated that the ratio of debt service to export revenues should
not exceed 5%.63 A legal framework is also required to avoid a
repetition of the crisis that started in 2007-2008: socialising
private debts should be prohibited; a permanent audit of public
debt policy with citizens’ participation should be mandatory;
there should be no prescription for offences linked to illegitimate
indebtedness; illegitimate debts should be ruled null and void…
and so on.
Debts can be cancelled, but what could be done about the
rest?
A whole panoply of further measures is needed. Austerity
programmes must be stopped; banks should be transferred to
the public sector; radical tax reforms are required; sectors
privatised during the neoliberal era should be socialised there
must be a radical reduction of working hours. 64 All these
measures have to be implemented, as debt cancellation,
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however necessary; will not suffice if the logic of the system
remains intact.

Translated by Christine Pagnoulle and Vicki Briault
in collaboration with Judith Harris
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Now approaching Spain, the bank hurricane
continues along its path of destruction
— Eric Toussaint
All eyes are turned toward Spain and its banking sector. After
Greece, Ireland, and Portugal, we may ask ourselves if the
bailout plans are behind us or whether we are simply in the eye
of the cyclone. We must remain lucid and recognise that the
financial and banking crisis is far from over, both in Europe
and the United States. It will have long-lasting repercussions
on the rest of the world economy, and on living conditions
everywhere. Yet, in Europe, in the first quarter of 2012, the
major media outlets backed the declarations made by European
leaders, and representatives of the ECB and private banks to
convince public opinion that the policies implemented had
enabled the banking system to be stabilised.
According to the prevailing rhetoric, the mounting fear stems
from the over-indebtedness of countries, a possible default by
Greece, and the adverse effects it would have on Spain and
Italy. As far as the banks are concerned, the rehabilitation is
supposed to be going forward, and the ECB has everything
under control. From January to the early May 2012, the
following general message was repeated ad infinitum: “Thanks
to the 1000 billion Euro loan banks have been given by the ECB
in two phases (December 2011 and February 2012) for 3 years
at 1% interest, private financial institutions are now in a good
position to handle the difficulties facing countries in terms of
sovereign debt. The financial markets have been stabilised, and
the stock markets have risen after a particularly bad year.
Public finances are being cleaned up thanks to the golden rule,
which is being adopted everywhere, the efforts made by
countries to reduce expenditures, and the reform of the labor
market to make it even more flexible and of retirement regimes
to cut costs. Some additional efforts must be made, but the end
of the tunnel is in sight. Sweet dreams, dear friends!”
In May 2012, this rosy message was strongly refuted. It had
become clear that private banks have not fundamentally cleaned
up their accounts, have not modified their high-risk behaviour,
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and their Directors have not lost their thirst for hefty bonuses
and golden parachutes. Bankers consider that public authorities
will always be there to save their skin. Bank bailouts with public
funds continue. The depression is deepening, and public debt is
increasing due to the combined effect of the bailouts and the
depression. Meanwhile, the financial markets are blackmailing
the weakest members in the Euro Zone more than ever before.
The banking system is in the eye of the cyclone, which is
continuing along its path, hitting all major private banking
institutions one at a time as it hums along, and paying no heed
to national borders. Contrary to a real hurricane, which is a
natural phenomenon, the financial cyclone is 100% artificial:
it is the direct product of the cyclical nature of capitalism,
worsened by 30 years of neo-liberal deregulation.
The Spanish case is emblematic because it demonstrates that
the crisis does not stem from excessive public debt run up by
spending too much money on social programs. In 2007, when
the crisis erupted in the United States, and before Spain was
submerged in it, Spanish public debt was only 36% of its gross
domestic product. Spain was one of the model students in the
Euro Zone with a public debt rate far below the 60% threshold
stipulated in the Maastricht Treaty, and its fiscal balance was
positive (+1.9% of its GDP, whereas Maastricht imposes a
maximum 3% negative fiscal balance). At that time, Spanish
public debt only accounted for 18% of its total debt. Clearly,
public debt is not the culprit; rather the deepening crisis
affecting Spain was directly caused by the private sector,
namely the real estate and credit sectors.
In May 2012, Bankia, the 3rd largest bank in Spain in terms of
assets, requested 19 billion Euros in government aid (in addition
to the 4.5 billion already given). The Bank of Spain estimates
that the Iberian banking system is sitting on toxic assets of 176
billion Euros. Various specialists estimate that 40 to 200 billion
Euros are needed to recapitalise the Spanish banks.
The Spanish private finance industry is far from being an isolated
case. Bailed out a second time in October 2011, the FrenchBelgian-Luxembourg bank group Dexia now acknowledges losses
of €11 billion in 2011, and the downslide is not over: it again calls
upon governments to recapitalise (at least €10 billion are
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needed). JP Morgan, one of the big US corporate banks, had to
acknowledge losses of $2 billion in May 2012 (this announcement
triggered a $25 billion loss in its market capitalisation within a
few days) and far more substantial damages are to be expected.
Greek banks are on the ropes, facing a massive bank run, in which
top managers and shareholders are also participating, and can
only survive today thanks to emergency loans granted on a daily
basis by the National Bank of Greece up to an amount of €100
billion, with the ECB’s consent.65
Among the 800 European banks that borrowed this amount
from the ECB, several (including some of the biggest) are again
or will soon be short of cash, and they are urging the ECB to
renew the same kind of low rate and fairly long term loans.
While attention is focused on the public debts accumulated by States,
the main cause of the crisis lies with the balance sheets of private
banks (and of some major insurance groups). Indeed they have
accumulated huge debts66 in order to finance high risk operations
that often result in abysmal losses that occur as contracts on
structured products and other toxic assets reach maturity.
The lesson to be drawn is that we must, now more than ever
before, demand the transfer of banks to the public sector under
citizen control. We must refuse costly bailouts that increase
public debt without solving the bank crisis. Expropriation must
occur without compensation for big shareholders (small
shareholders will be compensated), and the cost of cleaning up
the accounts of expropriated institutions will be paid for by their
patrimony at large (for they usually own a patrimony that extends
far beyond banks). It is necessary to balance the power relations
so that public authorities can repudiate the illegitimate part of
the debt and release resources to set up policies that further full
employment and public investments in activities that improve
people’s standards of living, preserve the environment, and break
with capitalism and productivism. We have to carry out a number
of consistent policies in terms of economic and social alternatives
that lead to a post-neoliberal, post- productivist, and anticapitalist society.67 On our way to radical change, a citizen audit
of the debt is a valuable and indispensable tool to raise awareness
and mobilise people.

Translated by Christine Pagnoulle and Charles La Via
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G20: The Symbol of Systems Failure
— Eric Toussaint
The G20 is no more legitimate than its progenitor the G7
(Canada, France, Germany, Italy, Japan, UK and USA). It was
launched by the industrialised countries three years ago when
they were beginning to feel the effects of the biggest economic
crisis since the 1930’s. The G20 was thwarted from the start to
the finish of its summit in Cannes on 3rd and 4th November
2011. That the EU and Euro Zone are in crisis is flagrant, and at
the heart of all the concerns. The about-turn exercised by
George Papandreou three days before the start of the summit,
when he announced a Greek referendum for January 2012,
caused uncertainty to hover over the most recent agreements
aimed at avoiding a chain reaction of bankruptcies among the
major European banks and its collateral effects on their North
American counterparts. 68
The G20 agenda, that had been very carefully prepared over
several months, was completely turned upside down. In pathetic
manner, all the state leaders and business captains suddenly
became dependent on the Merkel - Sarkozy couple’s ability,
before the end of the summit, to persuade the Greek authorities
to abandon the proposed referendum. If the plan for a
referendum had been confirmed, and had it involved asking
the Greek people to accept the agreements made at the
European summit of the 26th and 27th October 2011, this would
have caused a banking and financial panic.
Why? Because all the signs indicated that the plan would be
rejected: according to polls carried out after the 27th October,
only 12% of the Greeks approved the plan. The danger of
rejection would have provoked, during the month of November
2011, a plunge in the value of Greek bonds, obliging the big
French banks, among others, to affect a write-down of their
Greek assets to the tune of 80% to 90%. These banks’
shareholders would have sold their stock, thus causing a
collapse in stock prices. Italian and Spanish bonds would have
been subject to speculative attacks which the Euro Zone would
have been incapable of withstanding, the EFSF (the European
Financial Stability Facility) not having sufficient means to do
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so. The French and German banks, along with other holders of
Italian and Spanish debt, would have foundered.
It is clear that George Papandreou, faced with renewed popular
unrest on 28th October, the national holiday, and criticism
within his own coalition, was doing what he could to gain time
and to ensure a parliamentary vote of confidence. His U-turn
was not motivated by a sudden will to hear the voice of the
people, he who over the last eighteen months has cast aside the
most elementary democratic rules and backed down on his
electoral commitments. Once his 1st November promise of a
referendum was known, it was largely rejected by the Greek
population, as well as by left wing political parties and social
organisations.
However, it was for totally different reasons that the European
leaders were unanimously opposed to any public consultation
whatsoever concerning the new austerity plan imposed on
Greece in the framework of the October 2011 agreement.
That the EU is in crisis was blatantly obvious at the summit,
and it was not the leaders of the European institutions who
played the main roles. J.M. Barroso and H. Van Rompuy,
respectively presidents of the European Commission and the
European Council, were no more than mere onlookers, while
the presidents of the two strongest countries of the Euro Zone
led the important negotiations from beginning to end.
George Papandreou has stepped down and it looks likely that a
government of national unity would undertake to apply the
austerity measures that the Greek majority refuses. Yet even if
this provides temporary respite for the plan to save Athens (it
would be more accurate to say, for the plan to save the Euro
and the big private banks), Greek discontent is such that nothing
is certain.
Italy is already signalled as the next weak link in the Euro zone,
with a sovereign debt six times that of Greece. The G20 has
failed the Italian Government abysmally. S. Berlusconi has had
to accept that his country be put under the permanent scrutiny
of the IMF. Coming out of the meeting, Christine Lagarde,
Managing Director of the IMF, said of the Italian head of
government, “we will subject him to a reality test.” She went on
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to talk about Italy: “I am going to send them a team of probably
five or six experts every three months.” 69 That a founding
member country of the G7 should be subjected to such
humiliating treatment illustrates the extent of the damage to
the Euro Zone and the EU. Not to forget that Mario Draghi, the
new president of the European Central Bank, was until last
month the Director of the Italian Central Bank after having
served S. Berlusconi as minister. The announcement by Mario
Draghi, ex-director of Goldman Sachs, of a reduction of 0.25%
of the ECB prime rate is another concession to bankers having
difficulty finding cheap funding.
Another failing of the EU and the Euro Zone: the European
Financial Stability Facility has not yet entered into its new
judicial framework, nor had its means enlarged as agreed at the
European summit of 21st July 2011. The BRIC (Brazil, Russia,
India and China) have clearly announced their refusal to fund
this facility.
Nor is the IMF coming out as well as its managing director
would have us believe: the 500 billion promised at the G20
summit in London in 2009 remains unconfirmed.
This is the consequence of the refusal by the G7 to accept one
of the demands of the BRIC. They wanted, in return for their
aide to the IMF, EU and to the USA, a greater weight in the
decision-making of the IMF and the World Bank, along with a
new distribution of voting rights and more key positions in
those institutions. It’s a lose-lose situation: the G7 cannot get
the emerging countries to open their purse-strings; and the
emerging countries cannot obtain a status in keeping with their
economic and political weight in the international institutions.
In spite of having to face a worsening economic crisis and very
gloomy prospects for 2012, the governments of the
industrialised countries refuse to take the elementary measures
needed to put the private financial sector in order and to give a
boost to the economy: separating deposit and commercial
banks, prohibiting certain speculative transactions, taxing
financial transactions, capping directors’ fees with very strict
controls on bonuses, reprisals against tax havens, increases in
public expenditure to boost employment, protecting the
purchasing power of wage earners and claimants... Of all these
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measures which at one moment or another during the crisis
have been suggested by leaders such as Nicolas Sarkozy, the
host of the G20 summit, none have been put into practice. Yet
such measures constitute the absolute minimum for a
programme like the one Franklin F. Roosevelt adopted to get
the USA out of the great depression.
B. Obama and the European leaders have chosen otherwise:
massive structural support for banks and other financial
institutions to avoid massive serial bankruptcy, together with
reinforcement of neo-liberal policies (reduction of public
spending, reduction of household and population purchasing
power, the destabilisation of salaried employment, a new wave
of privatiastions, increases in indirect taxation). There is no
doubt about the consequences of these choices: pauperism of
the majority of the population in the countries concerned,
aggravation of the inequality gap, the risk of increasing
bankruptcy in the banking sector, as no serious limit has been
placed on their speculative activities, slow economic growth
with periods of recession for the next ten to fifteen years, the
continuation of structural indebtedness on the part of public
authorities because of insufficient fiscal revenues, and the
continuation of the Euro Zone crisis.
The gulf between realpolitik and the ranting speeches against
market abuse is obvious in the following passage from the
summit’s final Declaration: “We will not tolerate a return to the
behaviours observed in the financial sector before the crisis,
and we will strictly control the application of our commitments
regarding banks, the over-the-counter derivatives markets and
pay practices.”
Particularly lethal in the developing countries, especially in
Africa : the nutrition crisis, principally provoked by speculation
on agricultural produce, was also on the G20 agenda but gave
rise to no particular decisions; the declaration merely mentions
that there must be “a reduction in the effects of price volatility”.
After the G20, the European “indignés” and the Occupy Wall
Street movement see their convictions reinforced. Those who
supposedly pilot the planet are incapable of finding the right
solutions and have put their whole weight against the idea that
a people may pronounce an opinion on the neo-liberal policies
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they impose. The lesson will not be forgotten. Clearly, the need
for a different, truly democratic, international architecture has
become a matter of urgency. Anti-capitalist choices must now
be made: the dictatorship of the creditors refused. Banks must
be expropriated without indemnity, by the people; there must
be repudiation of illegitimate debt and radical redistribution
of wealth.

Translated by Mike Krolikowski and Vicki Briault.
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Barack Obama: The change that didn’t
happen
— Eric Toussaint & Daniel Munevar
With the announcement of the candidacy of Barack Obama for
the President of the United States in 2012, the campaign trail
has officially started. Contrary to what one might have expected
two years ago, Obama faces a tough re-election challenge.
Furthermore, a victory does not seem guaranteed. Despite the
stabiliastion of the financial system, achieved through a massive
handout of public resources without any type of restrictions to
the same people responsible for generating the crisis, the real
economy is still awaiting the arrival of a true economic
recovery. While 89% of the benefits of economic growth in the
United States during the Obama administration have gone to
the corporate sector, ordinary citizens continue to face a harsh
situation characterised by high levels of unemployment, a
reduction of income as well as record numbers of foreclosures
across the nation. It is precisely the inability of the
administration to provide answers and solutions to the pressing
problems of the population that calls into question its ability
to win the election, despite having an advertisement budget of
more than a billion dollars available for this purpose.
However, this situation is not surprising if we take into
consideration the decisions Obama has made since 2008. A
large proportion of the millions of voters who supported him
were expecting for the new elected president to appoint a team
of progressive economists which would promote a modern
version of the ‘New Deal’, with the objective of reforming
capitalism and starting a new era of regulation of the economy.
As it happened, reality was quite different. Obama instead
decided to chose the most conservative economists close to
the Democrats, those responsible for promoting the deregulation of the financial system under President Bill Clinton.
When we stop and observe three emblematic names, the
coherence of his choice is revealing. 70
The first of these advisers is Robert Rubin, Secretary of the
Treasury from 1995 to 1999. Rubin was Co-Chair and Co-CEO
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of Goldman Sachs from 1990-92 before he joined the Clinton
administration. Upon arrival at the Treasury, Rubin was faced
with the first major failure of the neo-liberal model in the
nineties, the Tequila Crisis in Mexico. Afterwards he strongly
supported, along with the IMF, the implementation of harsh
austerity measures that aggravated the financial crisis
experienced by South East Asian countries in 1997-1998,
shortly followed by the crisis in Russia and Latin America. Rubin
has never doubted the benefits of liberaliastion and decisively
contributed to impose policies on developing countries that
undermined the living conditions of its population and greatly
increased inequality. In the United States, he exerted powerful
influence to secure the repeal of the Glass Steagall Act, enacted
in 1933. This law, among other things, emphasised in the
incompatibility of deposit and investment banking, creating a
clear cut division among the two activities. Once Glass Steagall
Act was abolished, the door was open to all sorts of greedy
rentiers eager for maximum profits regardless of the risk, which
ended up creating the conditions for the recent economic crisis.
To close the loop, the repeal of the Glass Steagall Act allowed
the merger of Citicorp with Travelers Group to form the banking
giant Citigroup. In 2000, Robert Rubin joined the leadership
of Citigroup, which the U.S. government had to bailout in
November 2008, guaranteeing more than 300 billion dollars
in assets! It’s important to point out that the services provided
by Rubin as chairman of Citigroup’s executive committee were
generously rewarded. According to the Financial Times, Rubin
received over 118 million dollars in salary plus bonuses and
stock between 1999 and 2008. 71 However, it was during his
participation of the Board of Directors when Citigroup plunged
into an increasingly risky financial policy that led to the fiasco
which ended up costing the U.S. Treasury the astronomical
sum of 45 billion dollars.72
The second adviser was Lawrence Summers, who inherited the
post of director of the National Economic Council at the White
House during the first half of the Obama administration.
However, his career included a number of failures which could
become permanent. In December 1991, while he was chief
economist of the World Bank, Summers dared to write in a
memo: “Countries with small populations in Africa have a very
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low pollution. Air quality is uselessly higher than in Los
Angeles or Mexico. It is necessary to encourage the movement
of polluting industries to the LDCs. There must be some degree
of pollution in countries where wages are lower. I think the
economic logic which dictates that toxic waste should be
directed where wages are lower is inexorable. [...] The concern
[about the toxic agents] will obviously be higher in a country
where people live many years and therefore more likely get
cancer, than in a country where infant mortality in children
under 5 years old, is 200 per thousand.” 73 With Summers in
charge, the productivist capitalism would enjoy a splendid
future.
Having been named Secretary of the Treasury under President
Clinton in 1999, Summers put pressure on the World Bank
president, James Wolfensohn, to get rid of Joseph Stiglitz who
had succeeded him in the post of chief economist of the Bank.
Stiglitz was very critical of neo-liberal policies that Summers
and Rubin pursued in all parts of the world where financial
crisis took place. After the arrival of George W. Bush, Summers
continued his career by becoming president of Harvard
University in 2001. He came back to the spotlight in February
2005, when he won the enmity of the entire university
community after a discussion at the National Bureau of
Economic Research (NBER) 74. Asking himself questions about
the reasons why there are few women in prominent positions
in science, Summers pointed out that women are less equipped
than men for science, ruling out any other possible explanation
such as social or family background or tendencies towards
discrimination. This statement caused great controversy, both
inside and outside the university75. Despite apologising for his
remarks, the protests of a majority of teachers and students of
Harvard forced him to resign in 2006.
Summers biography, which is available on the Website of
Harvard University at the time of his presidency, stated that
he “led the effort for the implementation of most important
financial deregulation of the past 60 years”. You could not be
clearer! Lawrence Summers resigned in September 2010 from
his post in the National Economic Council at the White House.
The third adviser in question is Paul Volcker, who as chairman
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of the Federal Reserve dramatically increased interest rates in
the United States in October of 1979. This interest rate hike
became the main trigger of the public debt crisis in both South
and the North of the planet, in the early 80s76.
The fourth adviser, Timothy Geithner, has been named
Secretary of the Treasury. Before his appointment in the
cabinet, Geithner was the President of the New York Federal
Reserve. He was Deputy Secretary of the Treasury for
International Relations between 1998 and 2001, working under
the supervision of Rubin and Summers, and active in Brazil,
Mexico, Indonesia, South Korea and Thailand. All these
countries suffered severe crisis during that period and became
symbols of the disasters brought by neo-liberalism. The policies
promoted by the aforementioned group of economists
displaced the burden of the cost of the financial crisis upon the
back of the population of the countries affected. Rubin and
Summers are Geithner mentors. In February 2009, Geithner
was about to lose his appointment because the press revealed
that he had defrauded the Treasury by hiding a payment
received from the IMF. The loss for the Treasury due to
uncollected taxes amounted to 34.000 dollars 77 . Finally, to
secure his nomination, Geithner repaid his debt to the Treasury.
With Obama, Geithner continues to defend the major private
financial institutions, deaf to the fundamental human rights,
ridiculed in the U.S. and everywhere because of the economic
policies he vehemently defends.
Barack Obama’s decision was not trivial. He was in a position to
change the terms of the policy discussion by appointing
advisors with a Keynesian background. Economists like Joseph
Stiglitz, Paul Krugman, Nouriel Roubini and James K. Galbraith
were willing to take on this responsibility. Nevertheless, Obama
chose some economists responsible for the deregulation of the
financial sector in the 90s; in other words, friends or agents of
Wall Street.
The economic policies that Barack Obama and his team enacted
in 2009 are far from those proposed in 1933 by Franklin D.
Roosevelt’s in the first 100 days of his administration.
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The Change That Was Not
Despite being elected on the premise of hope and change, 2
years in power have shown that Obama is more than happy to
fulfil the role of a mere guardian of the status quo. Contrary to
the expectations of certain sectors, the Obama administration
stayed on the course set by the Bush administration in key
issues on foreign and economic policy. The difference between
the two governments has been then more a matter of style than
substance.
The lack of concrete actions to address the social crisis that
originated in the economic and financial collapse of 2008, have
eroded the liberal base which initially supported the Obama
administration. To date, 14.4 million families have lost their
homes since the beginning of the crisis and about 25 million
people are in a situation of unemployment or precarious
employment. The policies implemented so far, have been
designed to support and ensure the survival of financial
institutions responsible for the economic crisis instead of
addressing the urgent needs of a large segment of the U.S.
population.
Given the composition of the Obama administration’s economic
team the path followed should not have represented any
surprises. People directly responsible for the excesses of
financial institutions in their capacity as regulators of the
system, such as, Timothy Geithner or Ben Bernanke, faced from
the beginning serious conflicts of interest. Their interest rest
squarely on concealing their responsibility rather than on
promoting the implementation of measures aimed at
overcoming the economic crisis. Losing sight of this element
of individual responsibility, on political and legal terms, would
prevent understanding how on the face of allegations of abuse
by financial institutions in the eviction of families from their
homes or speculation with the bailout funds provided by the
government, The White House has defended the interests of
Wall Street over and over again.
However, it is clear that the biggest capitulation to the financial
sector was the Frank-Dodd Financial Reform Act. Missing the
opportunity to restrain the excesses of financial sector that
was presented with the crisis, the Obama administration carried
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out the implementation of a reform that completely fails to
impose controls on critical areas of operation of finance.
Adopted in 2010, this law not only allows the use of dubious
accounting practices (which allow hiding losses in the balance
sheets of financial institutions), but also strengthens the
prerogatives of the institutions deemed “too big to fail”. It also
completely brushes aside the regulation of financial derivatives.
It is this lenient attitude towards the financial sector by the
Obama administration which allows understanding how not a
single executive of the sector has been prosecuted for a financial
collapse, that as early as 2004 the FBI had characterised as an
epidemic of mortgage fraud.
On the face of this situation it is not surprising that the American
people have turned their backs to the Democratic Party in the
Congress and Senate elections that were held in November
2010. With an ultra-conservative discourse, and taking
advantage of the uncertainty and anxiety caused by the
economic crisis, the Republican Party regained control of
Congress and threatens to take control of the Senate in 2012.
In response to the loss of Congress, Obama ordered some
changes in its economic team, with the departure of prominent
members, such as Lawrence Summers, Cristina Roehmer and
Paul Volcker. However, the name of the replacements indicates
that the changes are merely cosmetic in nature. These include
Gene Sperling, another former Clinton administration advisor
which strongly advocates in favour of tax cuts, and William
Daley, the former Midwest Chairman of JPMorgan, running the
Chicago office.
Since taking control of the Congress in of November 2010, the
Republicans have consistently blocked all of the initiatives
brought forward by the Obama administration, taking full
advantage of the control that the Congress has over the
government budget and the debt ceiling. The Republican
strategy of systematically blocking government efforts, thus
decreasing the chances of its re-election, has reached its
clearest expression with the ongoing battle to raise the Federal
debt ceiling. A prerogative of the Congress of the United States,
the debt ceiling sets a maximum amount of debt that can be
issued by the Federal Government and was created as a
mechanism to exercise control by the legislative branch of the
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government over the executive power. Historically, the
increases of the debt ceiling have been carried out as an
afterthought of the political process. However in the current
situation, and as it was the case in 1995, the Republicans have
used their control of Congress to force the government to make
cuts in social spending at the risk of refusing to raise the debt
limit. Subsequently Obama gave in to their demands.
If we can learn from recent history, the most affected by cuts in
public spending will be the unemployed and poor of the
American society, while bankers and speculators will continue
to be protected by the Obama administration. This definitely
was not the change that the American people had in mind when
they voted for Obama in 2008.
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The International Context of the
Global Outrage
— Eric Toussaint
Part 1

Looking back on the movements that
preceded the Arab Spring, the Indignados,
and the Occupy Wall Street
In 2011, social and political rebellion has re-emerged in the
streets and on squares all over the world. It has appeared in
new forms and been given new names: the Arab Spring, the
Indignados, the Occupy Wall Street (OWS) movement. The main
regions affected are North Africa and the Middle East (including
Israel), Europe and North America. Not all countries in those
areas have been equally affected by this new wave of
mobilisations and new forms of organisation. In the countries
in which it has not been massive, active minorities have
attempted to give it wider legitimacy with varying results78. In
the Southern hemisphere, only Chile has experienced a
movement that can be compared to that of the Indignados in
2011 7 9 .
If we try to sum up what has been achieved by the anti-globalist
movement over the past two decades, we can distinguish
between different phases related to the overall developments
in the world.
From 1999 to 2005, in response to a heightening of the neoliberal offensive in Northern countries, large-scale
mobilisations occurred against the WTO (Seattle in November
1999), the World Bank, the IMF, and the G8 (Washington in
April 2000, Prague in September 2000, Genoa in July 2001).
The World Social Forum emerged in that context in Porto Alegre
in January 2001. Over the following years the movement spread
to several continents (Latin America, Europe, Africa, South
Asia, and North America). New international networks were
created: Jubilee South (on the issue of debt), ATTAC (against
the dictatorship of financial markets), the World March of
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Women, Our World Is Not for Sale, and others. Older networks
(dating back to the first half of the 1990s) such as Via Campesina,
CADTM (North/South network that focuses on the debt, the
WB and the IMF) were strengthened. The anti-globalisation
movement developed in these years, mainly within the context
of the WSF
Key dates in the construction of the
alter-globalist movement
The mobilisations that occurred in 1999-2000 were prepared for by other actions, such as
€ the mobilisation against the G7 in Paris in July 1989 on
the occasion of the bicentenary of the French Revolution,
which led to the Appel de la Bastille (Bastille Call) for
cancelling third world debt (the CADTM’s founding text,
see http://www.cadtm.org/Appel-de-la-Bastille-pour-l).
€ the (neo) Zapatista uprising that erupted on 1 January
1994 and had a major international impact for several
years, particularly during an international meeting in the
Chiapas in 1996 with the Surrealist name ‘Intergalactic
meeting in defence of humankind’ (in which many
international movements participated including the
CADTM).
The 50th anniversary of the World Bank and IMF was commemorated by a huge protest in Madrid in 1994. This demonstration inspired the French when they founded ‘Les
autres voix de la planète’ (the other voices of the planet)
collectives during the mobilisation against the G7 in Lyon
in 1996. The Spanish initiative brought together NGOs,
the CADTM Belgium and movements such as the 0.7% platform in which young people struggled to convince their
country to devote 0.7% of the GDP to public aid to development, and also trade unions, feminist and environmental movements (Ecologistas en Acción). Already at the
counter-summit in Spain an alliance of movements
emerged that would later converge on Seattle in 1999, then
on Porto Alegre in 2001, and so on. In 1997, European
Marches against unemployment, job insecurity, and so-
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cial exclusion played a decisive role in Amsterdam, during an EU counter-summit.
See CADTM Les manifestes du possible (Manifestoes of
what is possible), Syllepse-CADTM, 2004 http://
www.cadtm.org/Les-Manifestes-du-possible
After 20 years of neo-liberal domination in South America,
massive uprisings in several countries proved to be successful:
the water war in Bolivia in 2000, the Indian uprising in Ecuador
that overthrew the neo-liberal president (2000), the rebellion
that overruled Argentina’s neo-liberal president (end of 2001)
and opened a pre-revolutionary crisis in December 2001 and
on into 2002, the popular uprising in Venezuela in April 2002
to bring Hugo Chavez back to the presidency after a coup (1113 April 2002), the ‘gas war’ in Bolivia in 2003 with the proWashington neo-liberal president being overruled, and
similarly the overruling of the pro-US neo-liberal president in
Ecuador in 2005… In the wake of such mobilisations,
governments that at least partly broke off with neo-liberalism
and opposed the US domination, launched political reforms
and partly restored public control over natural resources
(Venezuela from 1999, Bolivia in 2006, Ecuador in 2007).
Yielding to popular pressure, the Argentine government, which
was not particularly left-wing, implemented heterodox
measures that contrasted with those taken by the PT
government in Brazil and by the Uruguayan Broad Front, which
paradoxically carried on with the same policies of their neoliberal predecessors while adding a significant amount of
‘assistancialism’ that improved the condition of the poorer
classes and thus consolidated their voter base. The Free Trade
Area of the Americas (FTAA) that Washington wanted to set up
was abandoned in 2005 thanks to the opposition of a majority
of South American governments and social mobilisation.
Meanwhile 9/11, 2001 led to a new US war offensive in
Afghanistan and Iraq that reeked of oil grabbing and military
positioning. The offensive was accompanied by a restriction of
democratic liberties, especially in the US and the UK: war on
terror was the perfect excuse. Faced with such hard-line
imperialism, the anti-globalisation movement managed to
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bring out 12 to 13 million people to march against war all over
the world in February 2003, but was unable to prevent the
invasion of Iraq one month later. The decline of the WSF started
in 2005. One of the reasons was the International Council’s
refusal to allow the forum to develop from a forum where
activists could meet and exchange ideas to an open and
democratic instrument for political action. We should add the
institutionalisation of the process, dominated as it was by NGOs
and leaders of social movements that were all too closely
aligned with social liberal governments, such as the Lula
government in Brazil and Prodi’s in Italy.
After 2004 there were no more large-scale international
mobilisations against the IMF, the WB, the G8, NATO, the WTO,
or imperialist wars. The alter-globalisation movement was
obviously losing momentum though WSFs may have been quite
successful, as in Belém (Brazil) in 2009, and to a lesser extent
in Dakar in February 2011.
In 2005, when they adopted the EU constitutional treaty
against the will of the people, the European ruling classes and
governments reinforced the neo-liberal capitalist orientation
of an integrated Europe within the context of the EU and the
Euro Zone that gradually extended to 17 countries.
Industrialised capitalist countries as well as China and
commodity exporting countries still seemed quite healthy. The
ruling classes led their offensive by imposing more precarious
working conditions and greater imbalance in the distribution
of wealth, but consumption sustained through credit and the
real estate bubble produced a misleading sense of abundance
and well-being in countries such as the US, the UK, Spain,
Ireland, Greece, and several central European countries that
were new EU members. On the other hand, the perceptible
effects of climate change triggered a growing awareness of the
deleterious consequences of productivist capitalism.

— Translated by Christine Pagnoulle
in collaboration with Charles La Via.
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Part 2

The global crisis that preceded the Arab
Spring, the Indignados, and the Occupy Wall
Street movement
In 2007, the capitalist sky started to darken: the biggest crisis
of capitalism since the 1930s had erupted. The different crises
that ensued were interconnected: the banking and financial
crisis, real estate crisis, and economic crisis in the most
industrialised countries, and the food crises in the Southern
countries, particularly in Africa and certain Asian countries
(Latin America was less significantly affected), which mainly
resulted from the economic policies practiced in the most
industrialised countries, in particular: (1) the shift away from
real estate speculation (when the housing bubble broke)
towards the grains futures markets; (2) support for bio-fuel
production. In 2008, the food crisis caused hunger riots in
more than 15 countries, as the number of starving people
increased from 850 million to more than one billion 80 . The
economic health of China, which is the workshop of the world,
led to workers’ strikes in the former Middle Kingdom that
resulted in wage increases (which were at that point very low).
The worldwide crisis in governance is obvious, as the following
three examples show: (1) The process to further deregulate
trade, defined in Doha in November 2001, is at a standstill, and
the WTO is simply spinning its wheels. (2) Between 2002 and
2008, the IMF experienced a radical crisis: two Managing
Directors in a row did not finish their term of office; emerging
countries reimbursed their debt to the IMF in advance in order
to escape from its direct supervision and to follow partly
heterodox economic policies; (3) The G7 (the United States,
Germany, the United Kingdom, Japan, France, Italy, and
Canada), where the financial and economic crisis originated,
cannot pretend once again to find and impose solutions, because
the emerging economies are in good economic shape, have
substantial currency reserves, and have reduced their debt (at
least their external debt). The leaders of the most industrialised
countries convened the G20 in 2009, and asked the emerging
countries to help them get out of the economic quagmire in
which they were stuck. Great promises were made: the capitalist
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system will be reformed or even rebuilt on new foundations,
the international finance system will be cleaned up by regulating
the tax havens, bankers and their traders will be forced to stop
their extravagant behaviour, speculation on foodstuffs will be
limited, major institutions like the IMF and the World Bank will
be reformed to give a little more voice to emerging countries,
solutions will be found to mitigate climate change… In the final
analysis, none of these promises have been put into practice.
Meanwhile, the IMF has returned to the centre stage. Whereas
it had to take the pressure off emerging countries and was on
the brink of financial suffocation (to such an extent that it had
to lay off staff), it decided to attack again, but this time the
Northern countries. In 2008-2009, it imposed its neo-liberal
prescriptions in Iceland and in several countries in Central
and Eastern Europe (former members of the Soviet bloc which
became members of the European Union or candidates for
accession81). In 2010, it was Greece and Ireland’s turn. In 2011,
Portugal was once again submitted to some brutal financial
water boarding. The G20 decided to bailout the IMF even if the
process was complicated to enact since the major powers were
reluctant to give the emerging powers the role they deserved,
even though they had asked them for financial support 82. At a
European summit in December 2011, the EU, without the help
of the United Kingdom, decided to channel 150 billion Euros to
the IMF.
In 2008-2009, the crisis in the most industrialised countries
adversely affected the Chinese economy, where the authorities
reacted by launching a vast economic stimulus package
financed by the State (which the IMF had always refused to do
when Southern countries were facing such a crisis).
In 2007-2008, the dominant classes and governments in power
in the most industrialised countries became frightened: the
capitalist mirage was quickly evaporating, capitalism was
caught up in its own contradictions and starting to appear to
be the very cause of the crisis. To avoid massive protests, which
might become quite radical or even anti-capitalist, at the end
of 2008 and in 2009, Washington (where Barack Obama had
arrived in January 2009), the European Commission, and the
capitals of the old continent created social shock absorbers,
except in European periphery countries such as the Baltic
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Republics, Hungary, and the Ukraine. The shock doctrine really
started being implemented in 2010. In 2011, it was applied
more violently. The attacks against what remained of the rights
acquired by workers after World War II were brutal,
particularly in the periphery countries, within or outside of
the European Union.
Meanwhile, in 2008-2009, the epicentre of the crisis, which
had been in the United States moved to the European Union for
three reasons: 1. The organisation of the European Union
accentuated the crisis because the instruments for aid and for
transferring funds to the most fragile countries were
progressively disappearing; 2. Private European banks
threatened to collapse and to cause a new financial cataclysm
similar to the one created by the bankruptcy of Lehman
Brothers. Saved by the States, they continued taking
tremendous risks with the money lent to them for almost
nothing by the Fed, the ECB, Bank of England, and Swiss National
Bank; 3. Instead of adopting an economic stimulus policy and
imposing strict rules on the banks, the European Commission
and national governments imposed severe austerity measures,
which reduced demand and resulted in depressed economic
activity. As a consequence, public debt, which was much lower
than the debt held by private corporations, exploded. In
several European countries, including Spain, Ireland, the United
Kingdom, and Hungary, when the housing bubble broke
hundreds of thousands of heavily indebted families lost their
homes or apartments. Hundreds of thousands of construction
jobs were also eliminated. In 2010-2011, the European
governance crisis took on major proportions. Increasingly
frequent crisis summits were held to concoct bailout plans,
which have not yet been able to solve anything. Banks are once
again on the brink of disaster, and if they have not yet fallen off
the cliff, it is only thanks to the additional support provided by
national governments.

Translated by Charles La Via
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From the Arab Spring to the Indignados
movement to the Occupy Wall Street
Living conditions in Tunisia and Egypt, neither of which export
raw materials, or only marginally, have worsened over recent
years. The resulting civil protest has been met with brutal
repression. In Tunisia first, this led to a mass reaction, which
quickly took on a political dimension. People gathered in the
streets and squares to face the forces of repression, which left
300 dead, and demanded the departure of the dictator, Ben
Ali. He was forced to step down on 14 January 2011. From 25
January 2011 on, the movement spread to Egypt where the
population had been subjected to decades of neo-liberal
counter-reforms dictated by the World Bank and the IMF, with
a dictatorial regime allied, like Tunisia, to the major Western
powers — as well as being totally compromised by an alliance
with the Israeli government. On 11 February 2011, less than a
month after Ben Ali’s demise, Mubarak too was obliged to resign
from office. Repression clamped down on other countries in
the region as civic unrest spread like wildfire. The process of
struggle throughout the region is far from over. In Tunisia and
Egypt, the ruling classes, helped by the major Western powers,
are trying to control the situation to prevent the movement
from becoming a full-blown social revolution.
The wind of rebellion has swept across the Mediterranean from
North Africa towards southern Europe. In Portugal, on 12 March
2011, hundreds of thousands of temporary workers demonstrated
in the streets but the movement did not last. On 15 May, the
protest reached Spain and carried on until 23 July, before
escalating to a global level on 15 October 2011. Meanwhile, the
movement had reached Greece from 24 May 2011. Puerta del
Sol Square in Madrid, Catalonia Square in Barcelona, Syntagma
Square in Athens and hundreds of other squares in Spain and
Greece vibrated to the same rhythms in June 2011. In July and
August, social protest also shook Israel: the Rothschild Boulevard
in Tel Aviv was occupied but with no threat to the government
and without seeking to connect with the Palestinian cause. In
September, the movement crossed the Atlantic. From the East
Coast of the United States, where it started in New York and Wall
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Street, it spread over a large part of U.S. territory to the West
Coast where Oakland was the site of the most radical action. On
15 October 2011, the date fixed by the Indignados movement in
Spain, over a million people were demonstrating around the
world, from Japan to the West Coast of the United States, mainly
in the highly industrialised countries. The most imposing of the
15 October demonstrations were those in Madrid, Barcelona,
Valencia, Athens and Rome. In Spain, where the action started,
almost half a million demonstrators marched through the streets
of about 80 different towns, including at least 200,000 in Madrid.
Demonstrations took place in the world’s main two finance
centres, New York and London, as part of this vast movement.
In over 80 countries and nearly a thousand different cities,
hundreds of thousands of people, young and old, marched in
protest against the way governments were dealing with the
international economic crisis. Governments had rushed to the
aid of the private institutions who were responsible for the
collapse and who were taking advantage of the crisis to enforce
neo-liberal policies such as massive redundancies in the public
sector, drastic cuts in social spending, massive privatisation,
measures undermining collective solidarity (cutting retirement
pensions and unemployment benefits, sabotaging negotiated
agreements between employers and workers, and so on.)
Everywhere the need to repay the public debt is the pretext
invoked to justify increased austerity measures. Everywhere
demonstrators condemn the banks.
There is no permanent organisation behind this movement and
it has not sought to establish any kind of international
coordination; nevertheless, communication is clearly
functioning well.

Translated by Vicki Briault
in collaboration with Christine Pagnoulle
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Common features of the various 2011
mobilisations
In 2011 we come across several common features when looking
at the Arab Spring, the Occupy Wall Street or the Indignados
movements in various countries. (1) Demonstrators reclaimed
public space; they even settled there, they organised many
marches. In the past radical actions have often started at places
of work or study and involved their occupation. Although
strikes and factory or school occupations did take place in some
countries such as Egypt or Greece, the most common form of
action consisted of reclaiming public space. For a significant
number of protesters it was impossible to organise anything at
their workplace, mainly because of repression and the dispersal
of workers. Many are unemployed (this is one of the reasons
for their involvement) or have to make do with some casual
part-time job. In some countries we find many unemployed
graduates among the demonstrators. In countries such as
Spain, which was badly hit by the real estate crisis, or Israel,
where there is a severe shortage of low-rent housing, many are
the victims of the real estate crisis. Beyond these reasons, the
determination to occupy city squares expresses the will to get
together, to muster up forces in a show of strength to
governments that are perceived in Tunisia, Spain, Greece,
Egypt, or even in the US, as completely impervious to the needs
and demands of the majority of their citizens. The demand for
genuine democracy (democracia real) is at the very heart of
those movements. (2) In several countries communication and
mobilisation partly relied on social networks such as Facebook
or Twitter, though this should not be over-emphasised. (3) The
reliance on ‘meetings’ has been another common feature. In
the same vein we notice reticence or downright refusal to elect
representatives. There is a call for direct participative
democracy. (4) In many cases, civil disobedience has been
systematically used as an act of resistance in the face of
totalitarian governments (as in Tunisia or Egypt) or of a
government that is so cut off from the people that it uses
repression to evacuate public squares or prevent meetings (as
is regularly the case in the US). This is a far remove from
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traditional demonstrations that were more like processions
than to protest marches. In some respects the movement is
the expression of a qualitative leap. Until now, the dominant
ideology and repression had succeeded in splitting people up
and making them feel isolated through fear of repression, fear
of losing their jobs, lodgings, retirement benefits, savings, etc.
But the depth of the crisis and the critical number of
demonstrators have made it possible for many to break out of
their isolation, feeling that there was not much left to lose. For
many demonstrators this is the first time they have been part
of a collective protest with a political dimension. (5) In most
cases no list of demands was drafted, though the Indignados’
working committees did produce proposals and declarations.
In this respect we ought to underline the significance of the
joint declaration of protesters on Puerta del Sol and on
Syntagma Square (Sol-Syntagma): ‘No to the payment of
illegitimate debt. This is not our debt. We owe nothing, we sell
nothing, and we will pay nothing83.’ In the case of Tunisia and
Egypt, they agreed on a central demand, namely that the
dictator should step down fast: ‘Dégage!’ (6) Protesters did not
come together on any community basis, whether political,
generational, religious, social, or ethnic. There is a real medley,
even if some of the categories that are the most exploited are
sometimes under-represented. The Occupy Wall Street slogan
was soon adopted all over the world: ‘We are the 99%’.
We could add a seventh common feature: nowhere has the World
Social Forum, the European Social Forum, or the Social Forum
of the Americas served as reference. Nor is there any reference
to an anti-globalisation or global justice movement. In this
respect the cycle that opened with the creation of the WSF in
2001 seems to be completely over, another cycle has started,
we will see what it opens onto. What matters is to be part of it.
As well as these common features, there are glaringly obvious
differences. In North Africa and the Middle East the main targets
are dictatorial regimes (though the social issue is indeed
present and even a triggering element). In more industrialised
countries the targets are banks and lackey governments.
Defending public goods is a demand they share. The social issue
is voiced by refusing precarious jobs, rejecting the privatisation
of public services (education, health care, etc.), demanding a
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solution to the housing and mortgage crisis (particularly in
Spain and in the US, where students also have to take out loans
that amount to USD 1,000 billion), and more generally by
refusing to pay for a crisis that was caused by 1% of very rich
people…
Among industrialised countries there is also a marked difference
between the radical Greek movement, with its similarities to
the pre-revolutionary crisis seen in Argentina in 2001-2002,
and the situation in Spain, not to mention the US. The diverging
histories of the social movements in these countries and the
different degrees of recognition of hard left political parties
(the Greek radical left with the Communist Party amounts to
25 to 30% of voters and can thus have a significant influence on
trade unions, as indeed in Portugal, while the situation is
completely different in the States) have not been erased by the
movement that emerged in 2011.

Translated by Christine Pagnoulle
in collaboration with Vicki Briault
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Part 5

Indignadas and Indignados of the World,
Unite!
The future of the Arab spring and the Indignados and Occupy
Wall Street movements is very difficult to foresee. The Tunisian
and Egyptian uprisings are likely to lead to a transition similar
to those that ensued in Latin America, the Philippines and Korea
with the end of dictatorships in the 1980s, or in South Africa in
the 1990s and in several sub-Saharan African States: with the
stabilisation of a neo-liberal bourgeois regime. Today is a
different era, the Muslim world presents very specific
characteristics, and the geo-strategic stakes are significant
(especially as regards Egypt and the Middle East, less so
Tunisia): history is an open process. The capacity of the
oppressed to organisation will be decisive.
For the Occupy Wall Street movement – OWS – and its
counterparts in the rest of United States territory, will the
current phase of repression and the rigours of winter take its
toll on the movement’s impetus? Will attempts by the
Democrats to appropriate the OWS for the purposes of the 2012
election campaign succeed in dividing it?
In the case of the Indignados in Europe, apart from Greece
where it directly opposes the government, we shall see if it
manages to consolidate in Spain, gather new strength in
Portugal, take hold in Italy, and whether it will eventually affect
Ireland and other European countries. In the case of Greece,
Spain and Portugal, the movement was born when the Socialists
were in power and applying their neo-liberal policies to the
benefit of the bankers responsible for the crisis. Since then,
elections have brought back the right, which is intent on
imposing an even harsher austerity cure. In Greece, the return
of the right came without an election with the forming of a
national unity government between the Pasok, the right and
the extreme right. With the political context thus modified,
will the Indignados Movement recover its strength and come
into direct conflict with these governments? The outcome will
be decisive for the country’s capacity to weather the worsening
crisis. Will the Irish people shake off its present torpor? Will
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there be an Outraged Irish movement? Italian social
movements played a decisive role in the early 2000s during
the rise of the anti-globalisation movement and the European
and World Social Forum. This was followed by a certain ebb, by
a period of adaptation to the social liberal policy of Romano
Prodi’s government and of demoralisation following the return
of Silvio Berlusconi. What will happen with the big-business
government of Mario Monti and the partial placing under
guardianship of Italy by the European Commission and the
IMF? Will the Indignados movement take on a specifically
Italian colouration in 2012, or will the resistance be mainly
pursued through other channels? As for France, which saw a
powerful social movement in 2010 for the defence of pension
rights and which remained on the fringe of the Indignados
movement in 2011, will this movement finally take root when
the new austerity measures come into full force, whether under
Nicolas Sarkozy or François Hollande? And what about in
United Kingdom, Germany and Belgium, for instance? If the
private banking crisis brings new bankruptcies in the wake of
the collapse of the Franco-Belgian Dexia in October 2011, what
will be the effect on the populations concerned?
Whatever the various outcomes, it is clear that thanks to the
Arab spring, the Indignados movements and Occupy Wall
Street, the bottom line for the year 2011 is a positive one for
the struggle of social movements. The people have rid
themselves of dictatorships in North Africa, and in the United
States, Occupy Wall Street has upstaged the Tea Party, while in
several European countries resistance is being organised on a
large scale and through new channels. One thing is certain: the
issue of the debt will increasingly be the cornerstone of the
fight to resist austerity programmes and the wanton destruction
of social benefits. Repayment of the public debt is both a
pretext for imposing austerity measures and a powerful
mechanism for the transfer of revenues from those low down
on the scale to those at the top (from the 99% to the 1%). The
fight to break the infernal cycle of debt is a vital one. If it is not
energetically pursued, there is little chance of overcoming the
next neo-liberal offensive. In addition, in countries like Spain
and Ireland where the bursting of the real estate bubble affected
hundreds of thousands of families, cancellation of the mortgage
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debt and the guarantee of a right to decent housing are
becoming key issues. In a number of countries (Greece, France,
Portugal, Spain, Italy, Ireland, etc.) the creation of citizen debt
audit collectives is a significant step towards reinforcing the
Indignados movement dynamics wherever it is operating and
for mounting a counter-offensive on a European scale.
Indignadas and Indignados of the World, Unite!

Translated by Judith Harris
in collaboration with Christine Pagnoulle
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Seismic election results in Greece:
Syriza, the radical left-wing coalition
comes first in all major cities and
among people aged 18-35. Its
campaign advocated suspending debt
payment and cancelling austerity
measures
— Eric Toussaint

1.

Results

At the May 6 polls, the radical left-wing coalition Syriza
becomes the second “party” in numbers of voters as it moves
from 4.5% at the previous elections (2009) to 16.8% (52 MPs
instead of 13). It is the first party in the major agglomerations
and among people aged 18-35.
The Socialist Party (PASOK) lost 2/3 of the votes it had
received in 2009 (from 44% to 13.2%, a loss of 119 MPs, from
160 to 41!). PASOK pays ‘cash on the nail’ their rigorous
austerity programme and subjection to the ‘Troika’ and big
private business interests.
New Democracy, the main right-wing party that entered the
government in December 2011, still comes first but with an
enormously reduced score down from 33.5% to 18.9%.
However, it gains seats because of an iniquitous disposition
that grants 50 seats as a bonus to the party that pooled most
votes. So while it lost 40% in votes New Democracy wins 17
MPs (from 91 to 108). On the eve of the elections on May 6,
New Democracy only had 71 MPs because of many defecting
representatives (PASOK had lost 31 MPs from 2010 to 2012 as
a protest against its anti-popular stance). While New
Democracy only has 2.1% more than Syriza, it has twice as
many seats (108 for New Democracy against 52 for Syriza).
Golden Dawn, a neo-Nazi group with paramilitary leanings
gets into parliament. From marginal votes it gets close to 7%
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and 21 MPs. It will thus receive public funding to develop.
The Communist party KKE records a slight progression
(from 7.5 to 8.5%, it wins five seats from 21 to 26).
Democratic Left -DIMAR- (that split off from Syriza in 20102011) gets 6% votes and 19 MPs.
The Greens don’t reach the 3% threshold to have any MP, as
is the case for the far right party LAOS that pays for its
participation in the government (it had 17 MPs after the former
elections).
Antarsya (far left coalition) stays around 1.1%
Left of PASOK: Syriza + PC (KKE) + Dimar + Antarsya = 97 seats
(as for now) instead of 34 seats in 2009. It might be the highest
results of left-wing parties since 1958.
On the far right Golden Dawn got 21 seats against 17 for LAOS in
2009.

2. Partial comment
The score of the neo-Nazi party is most worrying (see the
analysis of a fast evolving context by Yorgos Mitralias http://
www.cadtm.org/spip.php?page=imprimer&id_article=7899,
in French)
The principal point to be retained from this election is the highly
positive result of the Syriza coalition that ran its campaign on
the issue of immediate and unconditional suspension of Greek
debt repayments for a period of three to five years, the
cancellation of austerity measures enforced since 2010, the
non-fulfilment of agreements with the Troika, the
nationaliastion of a significant part of the banking sector, the
need to set up a left-wing government to implement these
measures. Several Syriza MPs actively support a citizens’ audit
of the Greek debt and the need to cancel illegitimate debts,
among them Sofia Sakorafa, who broke up with Pasok in 2010
as a protest against austerity. We will see whether Syriza will
keep this orientation after its electoral success. It is encouraging
to know that so many voters supported these radical proposals.
The future will tell whether Syriza can meet the challenge of
this remarkable popular support.
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“On his upcoming talks to explore whether he will be able to
form a majority coalition with parties of the left and parties
representing environmental concerns, the head of Syriza laid
out the five points that will be the focus of discussions:
1. The immediate cancellation of all impending measures that
will impoverish Greeks further, such as cuts to pensions and
salaries.
2. The immediate cancellation of all impending measures that
undermine fundamental workers’ rights, such as the abolition of collective labour agreements.
3. The immediate abolition of a law granting MPs immunity
from prosecution, reform of the electoral law and a general
overhaul of the political system.
4. An investigation into Greek banks, and the immediate publication of the audit performed on the Greek banking sector
by Black Rock.
5. The setting up of an international auditing committee to investigate the causes of Greece’s public deficit, with a moratorium on all debt servicing until the findings of the audit
are published.” 84
The task will not be easy as so far the communist party KKE,
with which it would be necessary to enter into an alliance,
categorically declines, claiming that Syriza is a pseudo
revolutionary party and retreating into some haughty isolation.
See the final results at
http://www.guardian.co.uk/news/datablog/interactive/
2012/may/06/greece-elections-results-map
The map of votes by constituencies is also most useful. Click on
constituencies to see results.
See 2009 and 2012 results http://en.wikipedia.org/wiki/
Greek_legislative_election,_May_2012

Translated by Mike Krolikovsky and Christine Pagnoulle
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Do we need a public debt?
— Damien Millet & Eric Toussaint
The answer is YES. A State must be able to contract loans in
order to improve its population’s living standards, for instance
when it carries out major work of public utility and invests in
renewable energies. These public loans could be used to move
from an economy geared to the needs of car drivers to one that
gives priority to public transport, to shut down nuclear plants
and replace them with renewable sources of energy, to
renovate, upgrade or build from scratch public buildings and
social housing that would require less energy and be equipped
with state-of-the-art facilities.
In any case, even though we definitely do not wish to stay in a
capitalist economy, the economic dynamics of the system
demands that in a macroeconomic perspective the surplus
produced should be anticipated through monetary creation.
Selling goods at a profit is only possible if there is more money
around after than before production starts. A capitalist
economy without debt does not make sense. 85 Particularly in
times of recession, public spending (which alone can generate
added collective wealth) depends on added tax revenues from
the richer fringes of the population, on cancelling illegitimate
debts and on contracting public loans under citizens’ control.
The point is to define a transparent policy for public loans. The
proposal we put forward is as follows: 1. the aim of the public
loan must be a sustainable improvement in living conditions;
2. the public loan must part of a redistributive policy that
reduces inequalities. Therefore we propose that financial
institutions, corporations and very rich households be legally
obliged to buy state bonds with either no interest or cost-ofliving indexation, for amounts that are proportional to their
incomes and their assets, while the other members of the
population can buy public bonds with a guaranteed positive
return (say 3%) higher than the current inflation rate. Thus if
the annual inflation rate should reach 3%, the interest rate
actually paid by the state would be 6%. Such measures of
positive discrimination (similar to those used to fight racial
oppression in the US, castes in India or gender-based
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inequalities) will make it possible to move towards more tax
justice and a less unequal distribution of wealth.
Cancelling illegitimate debt is a necessary but insufficient
condition. Other measures that improve the lot of the majority
are essential if Europe is to come out of the crisis with better
prospects. The discussion is open.
Translated by Christine Pagnoulle
in collaboration with Vicki Briault
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Our AAA : Audit, Action, Abolition
— Damien Millet & Eric Toussaint
AAA…. Three letters that sound like a sardonic laugh denoting
the top credit rating given by the ratings agencies. A company
or a State with an AAA rating is considered credit-worthy by
lenders and speculators and can borrow at more favourable
rates. But to obtain – or maintain – this symbolic grade,
European governments will go to any lengths, including the
application of austerity policies that place their economies
under the diktat of creditors. The AAA is a front that conceals
social regression on a grand scale, human rights violations,
and blood, sweat and tears for the most vulnerable citizens.
AAA…. that rings like the laugh of the hyena as creditors reap
profits while people’s rights are sacrificed with the active
complicity of the heads of European States, the European
Commission, the International Monetary Fund and the
European Central Bank. Lenders and speculators have taken
the most reckless risks, convinced that the public authorities
would bail them out in time of crisis. Up to now they have been
right. Bank bailouts have been organised, States have provided
guarantees amounting to thousands of billions of Euros, and
the wishes of creditors have been pandered to. States have
spent colossal sums to bail out banks before imposing massive
austerity measures which the people often oppose with
determination. Street protests, general strikes, the Outraged
(Indigné) movement and social struggles are reasons for hope
if they can succeed in federating at European level. It is time
for peoples of Europe to unite.
For three decades, neo-liberal policies have raised
indebtedness to an intolerable level for the middle and lowermiddle classes who largely carry the burden of repayment.
The public debt of European countries has two main causes: on
the one hand, the fiscal counter-revolution starting in the 1980s
that favoured the richest, and on the other hand, the responses
of States to the present crisis brought about by unbridled
investments by bankers and hedge funds. Financial
deregulation has removed essential safeguards and enabled
the creation of increasingly complex products, leading to
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serious excesses and a global economic and financial crisis.
The present policies protect those responsible for the crisis
and oblige the victims – in other words the people – to pay the
cost. For this reason the debt is largely an illegitimate one. As
long as the current logic persists, the diktats of creditors will
bring constant social regression. A citizens’ audit of the public
debt, together with a penalty-free moratorium on repayments,
is the only solution for determining the illegitimate, or even
odious, part of the debt. This part must then be unconditionally
abolished. And for this illegitimate debt to be Abolished, the
people must continue to mobilise and by their concerted
Action impose a different policy that finally respects
fundamental and environmental rights.
This Action must be the way to building a Europe based on
solidarity and co-operation, a Europe that refuses the
competitive dictates of the present system. The neo-liberal
logic has brought about the crisis and revealed its own failings.
This logic, which underlies all the founding documents of the
European Union, in particular the Stability and Growth Pact
and the Stability Mechanism Treaty, must be vigorously
undermined. Budgetary and fiscal policies should not be
uniform, since European economies are very disparate, but
should rather be coordinated in order to find a solution that
raises the standard. Europe must also drop its under-siege
attitude towards immigration applicants and become a just and
supportive partner for peoples in the South. The first step must
be to unconditionally cancel Third World debt. It is clear that
the present European treaties must be repealed and replaced
by new ones in the context of a genuine democratic constituent
process that will be the cornerstone for a different Europe.
Audit-Action-Abolition: this is the AAA we want, an AAA
of the people, not the ratings agencies. We place this demand at
the very heart of the public debate to affirm that alternative
political, economic and financial choices are possible. Only
powerful social struggles can make this “peoples’ AAA” a reality
and a means of effecting a radical change in logic.
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Europe:
What emergency programme for the
crisis?
— Damien Millet – Eric Toussaint
The European governments, in accordance with IMF criteria,
have made the choice of imposing strict austerity measures on
their peoples. The notable amongst them are slicing away
public spending, lay-offs, pay freezes and salary cuts for civil
servants, reduced access to vital public services and welfare,
later retirement age, etc. Increased cost for public transport,
water distribution, health services, education, etc. Heavier
indirect and particularly unfair taxes like VAT. There has been
massive privatisation of companies in competitive sectors.
These are the strictest austerity policies since 1945. The
consequences of the crisis are multiplied by the so-called
remedies which protect the interests of capital. Austerity
seriously aggravates economic slowdown producing a snowball
effect: weak growth, when there is any, automatically increases
public debt. The meaning of ‘triple A’ becomes clear: wage
Austerity, monetary Austerity and budgetary Austerity.
The people are less and less willing to accept the injustice of
these reforms and the serious social regression they incur.
Relatively, it is the workers, the unemployed and the lowest
income households who are called upon by the States to ensure
the continued fattening of the creditors. Amongst these it is, as
usual, women who bear the brunt of precarious, part-time and
underpaid employment 86 as imposed on them by the present
social and patriarchal system. The struggle for a different social
logic is inseparable from the struggle for the absolute respect
of women’s rights.
Let’s look at what this implies.
Reducing the public deficit is not in itself an objective. In certain
circumstances, it may be used to stimulate economic activity
and ease the conditions of the victims of the crisis. Once
economic activity has picked up, public deficits must be
reduced, not by reducing social expenditure, but by increasing
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tax revenues from the estates and incomes of the highest net
value sector, cracking down on tax evasion, imposing higher
taxes on capital gains and financial transactions. Deficit
reduction also means non-payment of the part of the public
debt found to be illegitimate, the compressing of military
budgets and other spending that is socially unnecessary and
dangerous for the lives of people and the environment. On the
other hand it is fundamentally necessary to increase budgets
for socially useful ventures and to relieve the effects of the
economic depression.
Spending in favour of renewable energies, infrastructures for
improved public transport, schools or public health facilities
must be increased. Boosting the economy by stimulating public
or private demand stimulates tax revenues. Furthermore, the
crisis must offer an opportunity to break with the capitalist
logic and create a radical change in society. This new logic,
which still remains largely unexplored, must cast away
productivism and different forms of oppression such as racism
and patriarchy in favour of ecological considerations and the
promotion of collective commons.
For this it is necessary to build a vast anti-crisis movement, at
local levels as well as on a European scale, combining creative
energies and a balance of power favourable to radical solutions
centred on social and climatic justice.

1.

Stop unfair austerity plans which aggravate the
crisis

Putting an end to antisocial austerity measures is an absolute
priority. By public street demonstrations, strikes, refusal of
unfair and unpopular taxes, governments must be forced to
disobey the European authorities and repeal austerity plans.

2. Cancel the illegitimate public debt
Carrying out a public debt audit under citizens’ control, coupled
in certain cases with unilateral and sovereign suspension of
repayment of public debt, would enable repudiation of the
illegitimate part and greatly reduce the remainder.
There must be no question of accepting public debt
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renegotiations decided by creditors, primarily because of the
severe conditions that go with them. The March 2012 Greek
public debt plan was accompanied by the application of another
dose of measures that trample on the economic and social
rights of the people and the sovereignty of the Greek
government 87 . According to a Troika study, despite a debt
reduction accepted by the private creditors, Greek public debt
will rise to 164% of GNP in 2013! 88 This operation must be
denounced in its present state in favour of an alternative.
Unilateral debt repudiation by a debtor country is a very strong
sovereign act.
Why must the indebted State radically reduce its public debt
by cancelling what is deemed to be an illegitimate debt? First,
for reasons linked to social justice, but also for economic
reasons that everyone can understand and fight to achieve. To
successfully emerge from the current crisis, we cannot simply
create an economic stimulus package based on public demand
and that of households. For if we were simply to be satisfied
with such a stimulus package, combined with fiscal reform
based on redistribution, the additional fiscal revenues would
be to a large extent siphoned off by the repayment of the public
debt. The higher contributions imposed on the richest
households and major corporations would be greatly offset by
the income they earn from government bonds, they being the
main bond holders and beneficiaries of these bonds (which
explain why they refuse to consider cancelling this debt). It is
therefore necessary to cancel a very large proportion of the
public debt. The scale of this cancellation will depend on the
level of awareness among the victims of this debt system (the
citizen debt audit could play a crucial role to this end), the way
the economic and political crisis develops, and especially the
real power relations that emerge in the street, in the public
space, and in the workplace through present and future
mobilisations. For certain countries such as Greece, Portugal,
Ireland, Spain, and Hungary, cancelling the debt is an extremely
hot topic. For Italy, France, and Belgium, it is starting to be
one, and it will soon be a core issue in political debates
throughout the rest of Europe.
For the countries already being blackmailed by speculators,
the IMF, and other institutions such as the European
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Commission, it would be appropriate to call for a unilateral
moratorium on the repayment of public debt. This proposal is
gaining popularity in the countries most seriously affected by
the crisis. Such a unilateral moratorium must be combined
with a citizens’ audit of public borrowing, which will provide
the public with the tangible proof and arguments needed to
repudiate the part of the debt identified as illegitimate. As
CADTM has demonstrated in several publications, international
law and domestic law provide a legal basis for engaging in such
sovereign action unilaterally. 89
The audit will also identify the various responsibilities for the
indebtedness process, and demand that those responsible both
nationally and internationally be brought to justice. Whatever
the case may be, it is legitimate for the private institutions and
wealthy individuals who own these government bonds to bear
the burden of the cancellation of this illegitimate sovereign
debt, because they are to a large extent responsible for today’s
crisis, from which they have also profited. The fact that they
must bear this burden is simply a fair and fitting step toward
greater social justice. To that effect, it is also important to
establish a list of owners of such government bonds in order to
indemnify citizens holding bonds but having only low or
medium incomes.
If the audit shows up offences linked to illegitimate debt, the
perpetrators must be sentenced to pay reparations, and
depending on the seriousness of their acts, these sentences
should include prison sentences. Authorities who have
contracted illegal loans must answer to the court.
As for the debt not found to be illegitimate by the audit, it
would be appropriate to force creditors to act positively by
reducing total debt stock and interest rates, as well as
prolonging the payback period. Here again, it would be useful
to adopt an ‘affirmative action’ policy in favour of those who
own small quantities of government bonds and who should be
paid back at the normal rate. In addition, an upper limit should
be set on the proportion of the State budget allocated to pay off
the debt according to a country’s economic health, the capacity
of a government to pay back, and essential, irreducible social
expenditures.
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3. For a fair redistribution of wealth
Direct taxes on the income of the wealthiest individuals and
largest corporations have continued to drop since 1980.
Hundreds of billions of Euros in tax breaks have been handed
out to the wealthiest, who have used them to speculate and
accumulate yet more wealth.
In-depth fiscal reform aiming for social justice (reducing both
the revenues and the patrimony of the wealthiest in order to
increase those of the majority of the population) must be
harmonised at European level in order to prevent fiscal
dumping91. The goal is to increase public revenue, particularly
via a progressive tax on the income of the wealthiest individuals
(the marginal income tax rate can easily be increased to 90%92),
as well as the tax on wealth as of a certain level, and corporate
tax. This increase in revenue must go hand in hand with a rapid
drop in the price of basic goods and services such as basic
foodstuffs, water, electricity, heating, public transport, and
educational equipment, particularly via a significant and
targeted reduction of VAT on these vital goods and services. A
fiscal policy should also be adopted in favour of environmental
protection by creating a dissuasive tax for industries that
pollute.
Several countries can combine their efforts to adopt a tax on
financial transactions, particularly on foreign exchange
markets, in order to increase government revenues, limit
speculation, and promote exchange rate stability.

4. Wage war on tax havens
Tax evasion through tax havens is the cause of lost resources
that could be used for development in Northern as well as
Southern countries. The different G20 summits have refused,
despite their declarations of intention, to face this problem.
One simple measure would be to prohibit all persons or
companies within a country’s territory, to execute transactions
with or through tax havens, punishable by a fine, equal to the
size of the transaction. Beyond that, these financial black holes
favour illicit activities, corruption and white collar criminality.
The industrial powers, which have accepted them for years,
have all the necessary means to act.
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Organised tax evasion deprives the community of considerable
means and destroys jobs. Important public resources should
be allotted to financial services so they may efficiently, and as
a priority, track down and prosecute the fraud organised by
big business and high net worth families. The results should be
made public and the guilty heavily penalized.

5. Rein in the financial markets
Global-scale speculation represents several times the riches
produced on our planet. Sophisticated packages make such
speculation completely uncontrollable. The complexity of the
system de-structures the real economy, and discretion and
opacity are the rule. This being the case, to tax faulting creditors
they must first be identified. The dictatorship of the markets
must be put to an end. Speculation on public debt bonds,
currency exchange and staple commodities 93 must be
prohibited along with short selling94 and “Credit Default Swaps”.
Over the counter second markets, which are real black holes
escaping all regulation and surveillance, must be closed.
The credit rating agencies must also be strictly reformed and
controlled, and prohibited from rating sovereign debt. Far from
having an objective and scientific monitoring method, they
are structurally involved in neo-liberal globalisation and have,
on several occasions, been at the root of social disasters. The
downgrading of a country’s rating often raises the interest rates
it must pay to successfully borrow on the financial markets resulting in a deterioration of the economic situation of the
country. The “follow my leader” behaviour of the speculators
multiplies these difficulties, which will weigh still heavier on
the population. The embedded submission of the rating
agencies to the financial establishment makes them a major
international actor. Their share of responsibility in the
evolution of the crisis is not sufficiently highlighted by the
media. The economic stability of the European countries has
been put into their hands, without safety nets, without serious
control by the authorities. For this reason their potential for
damage must be removed. To prevent other politically
destabilising manoeuvres a strict control of capital movements
must be restored.
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6. Transfer the banks and insurance companies to a
public sector under citizens’ control
Through their own errors many banks are in a position of
insolvency rather than simply having cash-flow problems. The
central banks’ policy of granting them unlimited credit without
imposing a change in the rules aggravates the problem.
We must get back to fundamentals. Banks, by reason of their
size and the potentially devastating effects their bad
management can have on the economy, should be public
services. Banking is too serious a business to be handled by
private interests. Banks use public money guaranteed by the
State and provide a basic fundamental service to society. For
this reason they should become a public service.
States should reclaim their power of intervention and control
of economic and financial activity. They also need instruments
to make investments and to finance public spending that would
require only a minimum of resources from the money markets.
To achieve this it is necessary to expropriate the banks, without
compensation, creating a public sector under citizens’ control.
In some cases, expropriation of private banks could be costly
if the State is put under the obligation of taking on the debts
and toxic financial products they still hold. These costs must
be recovered by the dispossession of the estates of the major
shareholders. The banks have often been pushed towards
insolvency by major shareholders who are private companies
and who have holdings and make generous profits in other
economic sectors. Their overall assets must be tapped to avoid,
as much as possible, the nationalisation of losses. The Irish
example is emblematic; the way Allied Irish Banks was
nationalised at the cost of the Irish taxpayer is unacceptable.
We support an option that implies the elimination of the
capitalist banking sector, as much in the savings and loans
branches as in the merchant and investment branches. In this
way there would remain just two kinds of banks: public banks
with a public service status and moderate-sized cooperative
banks.
Although its state of health is less publicised, the insurance
sector is also at the heart of the current crisis. The big insurance
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companies have cut capers as risky as those of the private banks
with whom they have many close ties. A large part of their
assets are made up of treasury bonds and derivative
instruments. Chasing a maximum of immediate profits, they
have put the premiums paid by their prudential, private
retirement scheme and life insurance holders dangerously at
risk. The expropriation of these contracts would avoid their
collapse and protect the savers and policy holders. This
expropriation of insurance companies must go hand in hand
with a consolidation of general pension schemes.

7. Socialising companies that have been privatized
since 1980
A characteristic feature of the last thirty years has been the
privatisation of companies and public services. From banks to
manufacturing industries, from the post office and
telecommunication companies to energy and transport,
governments sold off the economy wholesale, thus depriving
themselves of the capacity to regulate. Those public goods,
produced as they are by collective labour, must become public
property again. New public companies will have to be created
and public services will have to be adapted to the needs of the
population, for instance, to meet the issue of climate change
through the creation of a public service to insulate homes.

8. Radically reducing working hours so as to
guarantee full employment and adopting an
income policy to achieve social justice
Sharing wealth on a different basis is the best possible answer
to the current crisis. The share in produced wealth available to
workers has sharply decreased over the past decades, while
creditors and shareholders have increased their profits and
used the accumulated money to speculate. Increased wages
not only lead to decent standards of living but also boost the
financing of social security and retirement benefits.
With shorter working hours - without wage reduction but with
more jobs - we can improve the workers’ quality of life and
provide employment to those who need it. Radical reduction
of working hours also creates an opportunity to change the
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pace at which we live, to enrich our social relationships, and to
relinquish a consumerist approach. More leisure time means
an opportunity for all, to actively participate in political life, to
strengthen solidarity, to engage in volunteer work, and get
involved in cultural activities.
The level of minimum wage, average wage and social benefits
also has to be significantly raised. On the other hand a strict
ceiling should be placed on CEOs’ incomes, whether the
company is private or public. Bonuses, stock options, executive
retirement packages and other unwarranted benefits should
also be forbidden. We must decide on a maximum income. We
recommend a maximum discrepancy in income of 1 to 4 (as
Plato recommended some 2,400 years ago) with all sources of
income being taxed together.

9. Public borrowing that promotes improved
standards of living, common goods and a break
with the logic of environmental destruction
A State must be able to borrow so as to improve living
standards, for instance through community work and
investments in renewable sources of energy. Some of the
financing can be supported by the current budget thanks to
clear political choices, but loans can facilitate a more inclusive
approach, for instance moving from a form of mobility that
caters for individual cars to wide-scale development of public
transport, shutting down nuclear plants and replacing them
with renewable sources of energy, creating or reopening railway
lines all over the country, starting with cities and suburbs, or
building and renovating low energy and well equipped social
housing and public buildings. We must urgently define a
transparent public borrowing policy. Our proposal is as follows:
1. The aim of the loan must be to improve standards of living
and break with the current logic of environmental destruction;
2. The loan must be part of a redistributive policy that reduces
inequalities. This is why we suggest that financial institutions, private corporations and rich households be legally
compelled to buy government bonds at 0% interest rate and
without any indexing for an amount that is proportional to
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what they own while other citizens can buy bonds on a voluntary basis and with a positive return higher than the rate
of inflation. If annual inflation rises to 3%, the interest rate
actually paid by the government for the corresponding year
would be 6%. Such a measure of positive discrimination (comparable to those used to fight racial oppression in the US,
the caste system in India, or gender inequalities) will contribute to greater tax fairness and a more equitable distribution of wealth.

10. Debating the Euro
The current debate on whether countries such as Greece ought
to exit the Euro Zone is definitely necessary. Clearly the Euro
is a straight-jacket for Greece, Portugal and Spain. If the issue
figures less prominently in the present programme, it is because
social movements and left-wing parties are still divided by
contradictory arguments. Our main concern is to bring people
together on the vital issue of the debt and for the moment leave
aside what divides us.

11. An Alternate European Union, built on Solidarity
Several provisions in the treaties governing the EU, the Euro
Zone and the ECB have to be repealed. For instance, we must
cancel Articles 63 and 125 of the Lisbon Treaty which prohibit
any restriction of movements of capital and any assistance to
member States in a precarious position. We must also get out
of the ‘Stability and Growth Pact’. The European Stability
Mechanism has to be cancelled too. Moreover we have to
replace the current treaties with new ones in the context of a
genuinely democratic constituent process so as to draft a pact
of solidarity among peoples that is mindful of both employment
and the environment.
We have to completely overhaul the monetary policy as well
as the status and functioning of the ECB. The political
authorities’ inability to bring it around to creating money is a
heavy drawback. When it set the ECB above governments and
thus above peoples the EU made a disastrous choice; it chose
to subordinate human life to financial concerns instead of the
reverse.
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With several social movements denouncing rigid and
inadequate statutes, the ECB had to change its established role
at the height of the financial crisis. Unfortunately it agreed on
doing this for the wrong reasons, not to ensure that the interests
of people would be taken into account but to cover for creditors.
This is proof enough that we need a new deal: the ECB and
national central banks must be allowed to directly finance
member States striving towards social and environmental goals
that meet the fundamental needs of people.
Nowadays economic activities as diverse as the construction
of a hospital or a purely speculative venture are financed along
similar lines. The government should apply different rates: low
rates for socially fair and environmentally sustainable
investments, very high or indeed prohibitive rates for
speculative operations, which in fact ought to be prohibited in
some areas.
A Europe built on solidarity and cooperation should allow us
to break with the ultimately debasing competitive model. Neoliberal logic has brought us to the current crisis and exposed
its failure. It has forced social indicators down: less social
protection, less employment, less public services. The handful
of people who have benefited from the crisis have done so by
denying the rights of the majority. The culprits are in the
winning seats, the victims have to pay! This logic, which
underlies all founding EU documents, must be broken. Another
Europe based on cooperation among member States and
solidarity among peoples must become our top priority. To
achieve this, tax and fiscal policies must be coordinated and
not uniformised, so as to yield an ‘upward’ trend (European
economies are too diverse to be merged into one single mould).
European-scale global policies including massive public
investments to create public employment in key areas such as
support services, renewable energy, fighting climate change
or basic social sectors must be implemented. A different policy
will require a process coordinated by the people, in order to
draft a Constitution and thus build another Europe.
This other democratic Europe must strive to enforce such nonnegotiable principles as tax and social justice, improved
standards of living, disarmament and radical reduction of
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military expenditure, sustainable choices in sources of energy
without the use of nuclear power, a ban on genetically modified
plants. It must also put an end to its policy of besieged fortress
towards immigration applicants and become a partner in fair
trade with peoples of the South. The first step in this direction
must be to unconditionally cancel Third World debt. Cancelling
the debt is a common denominator in all the struggles we must
urgently fight in both the North and the South.
— Translated by Judith Harris, Mike Krolikowski,
Charles La Via and Christine Pagnoulle
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