TO SAVE THE EUROZONE WE MUST TERMINATE THE SO-CALLED UNIVERSAL BANK.
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1) The first task is to initiate a referendum to repeal the recent constituzionalization of the so-called Golden rule with its Fiscal Compact and its regressive spending review.
Immediate priority: The said referendum.

Medium and long term priority: To organize at the national, Eurogroup and EU levels for a European Constituent assembly with the mandate to define the institutional rules of the game for a Social Europe based on the Europe of Nations. 
The principle would be simple; it is squarely based on the democratic emulation of the best practices nurturing the effective European integration. Hence national constitutions would regain their undisputed hegemony, European rules having to be agreed by referendum when they contravene these national constitutional rules. In general, Nations-States would retain an opting out power – the non-negative version of the veto power -  thus allowing for European advances in concentric circles: This would largely insure that socio-economic regressions falling below the individual and social rights enshrined in our post-War anti-Fascist constitutions would never take place, as is unfortunately now the case with this unacceptable Europe of capital sold by its surnummeray and over-represented philo-Semite Nietzschean elites to the “private global governance” and to the so-called “universal bank” to the detriment of its constituting sovereigns peoples and citizens. (For the detail on this vision of a Social Europe based on the Europe of nations see: Europe des Nations, Europe sociale et constitution and Neoliberal constitutional coup in Europe in the section International Political Economy of www.la-commune-paraclet.com ) A Europe worthy of the name would neither launch nor participate in philo-Semite Nietzschean wars especially of the neo-colonial and preventive criminal kind. The warmongers must be isolated and thrown out of power.  
This essay was originally intended for an Italian audience but its content equally concerns all European citizens. 

The Comitato No Debito – and its equivalent Committees everywhere in Europe – together with the authentic Left and with all the progressive organization should first and foremost militate for a referendum to repeal the constitutionalization of the so-called Golden rule with its Fiscal compact and its regressive spending review. This is because this neo-conservative agenda is the prime cause of the devastating austerity regime now imposed all across Europe – and the world. This reactionary agenda implies coldly-planned and unprecedented measures of austerity and deep cutbacks for the next 20 years at least, that is to say for the theoretical duration needed to arrive at a balanced budget according to the untrustworthy Monetarists in power. The Committees should avoid anti-European propaganda. In a transnational world, it is more necessary than ever to strengthen solidarity among all blue or white collar workers in all countries and, of course, in member countries. The Left is and should remain internationalist. 
Those who argue in favor of a so-called “euroxit” (leaving the Eurozone), should be logical, they should also ask to exit the European Union, or at least to repudiate the Treaty of Lisbon, in particular its Part III. This is because it pretends to codify, as the central objective of the Union, unfettered competition, a principle which is not applied to the publicly bailout private banks. This euroxit strategy does not sound too wise. The member countries of the Eurogroup are developed countries which know how to negotiate (at least with the right leaders at the top.) Furthermore, contrary to Thatcher’s GB, they belong to all the Eurogroup instances. Influence has its price: these member countries, their citizenry, should be absolute clear as to what constitute the superior interest of their own Nation. Servile and infiltrated leaders, whose aim it to legitimate the reactionary agenda while appeasing the crowds, must be rejected, especially on the Left. This is particularly true for Italy because, contrary to Greece, it weighs around 17, 5 % of the Eurogroup’s GDP, so that its bankruptcy would signify the bankruptcy of the entire Eurogroup and beyond: Italy is too big to fail; thus with the proper leaders it could not be pushed around so easily. 

Exiting the euro would only expose a country to a devastating devaluation of its money, and a return to the old national currency (such as the Italian lira.) This could help the exporting sectors and tourism, but it would do so only for a few months at best, namely not more that was repeatedly achieved under the old and destructive regime of so-called “competitive devaluation” brought to the level of a masochist art in the Peninsula. It is generally known that these devaluations were the main cause for the loss of competitiveness and for the disintegration of the industrial and economic base of the countries implementing them. 
In reality, such competitive devaluation would cause the public debt to increase quite simply because it is now labeled in euro. This would unfold in a very dangerous context: the new national money would be left without the protection presently afforded by the euro against any speculative attacks coming from big banks and big private investors. With the exit from the Euro such a speculative attack would happen immediately, especially if the country implementing such a strategy is prone to save itself by changing the rules of the game and by rationalizing its own economy and finance sectors against global speculation. 
The modern instance of such a speculative attack, mounted by an imperial currency against other currencies seen as rivals, remains the US attack against the pound sterling of 1949. In effect, this was the epilogue to Keynes’s defeat by H. White at Savannah where the Bretton Woods regime was born under US hegemony. (This established the status of the US dollar as the suzerain world currency in a post-World War II context in which Fort Knox monopolized some 80 % of all gold reserves available; the new international financial regime was based on a convertibility rate of 35 US dollars for one Troy Ounce of gold. In effect, this system substituted the old Gold Standard with a mix Dollar-Gold Standard. The FED could thus use its printing press freely as long as its world partners where willing to accept dollar in lieu of gold, something Rueff explained to General De Gaulle before the Kennedy round. To entice their partners to do so the FED even paid interest on the dollar reserves of foreign central banks …) The goal of this attack was to impose the undisputed hegemony of the US dollar as the leading world currency; simultaneously, by breaking the back of the old Imperial Preferences later extended by the Commonwealth, the hegemony of a US controlled GATT over world trade was established; except for the then “delinked” the Communist Bloc. http://en.wikipedia.org/wiki/Pound_sterling . It is known that the great neo-Ricardian Cambridge economist Piero Sraffa doubted that the GB would ever allow itself to be transformed into some sort of “advanced US aircraft carrier” in Europe; he underestimated the depth of the defeat which led the GB to contemplate its salvation or more precisely that of the City under American leadership. Despite its constitution (Article 11) the situation is now worse now Italy, a country in which the number of American military bases far exceeds that of the more than a hundred provinces, making the Peninsula an advance aircraft carrier for the costly and illegal Nato’s and US preventive wars. Needless to say, austerity and cutbacks do not greatly affect the ruinous warmongering agenda of the current neo-liberal European leadership: Public health, schools and R&D, it seems, are more dispensable goods than weapons.

We should therefore restore the status of our Republics within the EU and the Eurogroup in order to push the European integration process in the right direction, that of a Social Europe based on the Europe of nations (see my articles on the subject in the International Political Economy Section of my site http://la-commune-paraclet.com ) 
Everyone has noticed that everything is now actively done to preempt any open discussion on the subject by the citizenry and by the militants. The Golden rule and its austerity agenda is pushed through without any direct popular consultation. This is not innocuous: everywhere, including in Greece, Ireland and Italy, the citizens remain deeply attached to European integration but they wish for a Europe that would be respectful of individual and social rights, not for a Europe solely wedded with capital. It is my belief that asking for an exit from the Euro is the best way to delegitimize the authentic Left, pushing her to become folkloristic. It is better to leave this job to a windbag like Beppe Grillo and to the typical calculating controller behind him, something Italy is unfortunately already accustomed to since the first half of the XX Century (*). It is but a more or less conscious strategy, depending on who is concerned: Its aim is to preventively isolate the serious alternatives. Additionally, at time, because of the deficiency of media and academics alike, it is the product of a lack of knowledge of what exactly is the modern role of the so-called “universal bank”. Yet the hegemony of the universal bank is exactly what European citizens should defeat to save their socio-economic and cultural rights and to further a European integration based on the “Brotherhood of Man” as Winstanley had phrase it.  

Every Eurogroup member like Italy must defend a political agenda that serves its vital interest as well as the vital interest of all the other member countries. We are against the Eurobonds or other lax solution of this kind simply because they are only conceived to preventively destroy Germany as a main economical rival to the new putative Empire. Furthermore an English analog of the Eurobond is applied in GB – and in the US – with the active intervention of the Central bank in favor of the private banks and these instances do show that this route is not a serious alternative. The economic and financial problems remain the same in the Eurogroup and in the GB or US, which shows that the form of intervention of the central banks within the framework of the universal bank regime will change nothing at all, except weakening Germany. 
We should not permit the violation of the too often forgotten exclusive competence of member-States in social affairs (pensions, unemployment insurance, family allowances and the likes.) This was attempted recently with the vacuous pretense to pass the bill to the German State, for instance through the federalization of unemployment insurance outside Germany! Such a disingenuous proposal, coming as we know from the former servants of Goldman and Sachs and others of this ilk, was conceived only with the hope to economically embarrass Germany before ruining it for good, given the fact that such illegitimate federalization would cost Germany the equivalent of 11 % of its GDP. Adding insult to injury such ill-advise political choice would go counter to the exclusive power of member State in social affairs as noted above … That being said, we are equally opposed to a new version of the Treuhand (see http://en.wikipedia.org/wiki/Treuhand ) applied to Western Europe but masked with the pretense to manage the Euro, for instance in the form used against Italy (Trichet’s and the ECB’s, in particular Germany, letter to Berlusconi or more precisely to the elected government of a major member-State of the Eurogroup in effect placing Italy under trusteeship …), as well as against the other members, in order to ferociously push forward and accelerate the so-called “structural reforms” which have already brought Europe to its knees.
To sum up: We have no desire to exit the Euro. However, we demand the direct intervention of the ECB on the primary sovereign debt market together with the immediate prohibition of the use of CDS as well as of naked sales. Otherwise we will all have to take our responsibility as citizens and to impose a national public bank in our countries with the mandate to buy out and simply cancel the public debt. Such a public bank would equally have the mandate to offer credit at a very low rate to help the non-speculative economic sectors on our respective territories; this would be done without discrimination for foreign non-speculative investors. This is easier to do than is generally thought, and it would be perfectly legal: This is because social matters – wages, pensions, health etc – are enshrined as a national exclusive domain within the EU. 
Nowadays, hundred of billions are taken out of the public purse to be freely lavished in favor of private enterprises; this is done in the form of “tax expenditures” and many other fiscal exonerations, fiscal credits and niches, all without any real counterpart for the employees and workers except in the guise of workfare and its ensuing generalized of job precariousness. These policies are symbolic of the Reganian-Friedmanite “supply-side economics”; they are legitimized as policies aimed at enhancing competitiveness and creating “jobs”. They have undisputedly failed everywhere. To err is human. In his sole methodologically sound advice which ironically applied to his failed tentative to subvert Hegel’s historical becoming by emphasizing the strength of Will, Schopenhauer wrote that if one errs he should strive to err importantly. But to persevere without ever learning form patent mistakes is plainly devilish. 
It is now obvious that these neoliberal fiscal policies are more costly than the old direct subventions afforded to the various industrial sectors ever were; at least when the Gatt’s protections still prevailed, and if we were to take declared objectives seriously (for instance job creation and increased socio-economic well-being.) We know that something more sinister is at stake: namely the implementation of a philosemite Nietzschean return to the society of new salaried slavery and new domesticity (as was theorized by Nietzsche and others among whom the redactors of the Report from the Iron Mountain which John Galbraith declared “on his honor” to be authentic; those who would pretend that it is but a forgery should also pretend to have authored all the important documentation which backed the Report, and which, by the way, should also fall in the public domain. See also my “Nietzsche as an awakened nightmare” in the Livres-Books Section of this site.) 
Therefore the economic intervention of the new public bank alluded above would unquestionably be legitimate (much more in reality, that the nationalization of some private banks, such as Northern Rock the English speculatively degenerated credit union, with the objective to privatize them again once purged of their toxic assets and made profitable again with public funds ... And it would cost much less.) What undoubtedly remains ultra vires are instead all the interventions of the ECB outside its original mandate; as we know these measures were taken exclusively in favor of private banks against the interest of sovereign member States. 
One should also recall that the Treaty of Lisbon is not a constitution (with an amending formula such as the violated Italian Article 138, and other rules offering a framework for new adhesions or for secessions from the Union.) It is only an international treaty which can be repudiated by all sovereign member States, or at least which should be interpreted, as would only be natural, in the light of each Member State own national constitution. In any case, the main principles of our modern constitution, such as individual and social rights, national solidarity and a mix economy, are not amendable within the letter and the spirit of our constitution born with the anti-Nazifascist common victory. Yet, these are exactly the principles that are now unconstitutionally destroyed by the reactionary agenda embodied by the Golden rule, the Fiscal compact and its ferocious spending review. 
As usual our regressive leaders are wedded to their regressive “return”, and do exactly the reverse of what our democratic constitution would demand. For instance, in the last decade, the Article 11 of the Italian constitution is a central article which repudiates all wars of aggression in favor of a peaceful resolution of conflict within the UN as prescribed by the UN Charter. It is now frontally violated – Gladio like – to subordinate the country, thus reduced to a “limited sovereignty”, to the criminal preventive wars agenda of a putative empire not unlike that wished by a pathetic Mussolini under the spell of his mentor and financier Margheritta Sarfatti, the Italian Jewish ideologue of fascism. 
As I have argued in my articles mentioned above, the common European agenda and the national constitution are naturally compatible, if only we devise the proper means to write this compatibility into concrete facts, most notably by the institutionalized emulation process as well as the adoption of an opting out formula within an EU that would advance in mutually compatible concentric circles based on popular democratically expressed support. 

We should also remember that the Lisbon Treaty does not abolish the Maastricht Treaty. The latter spells out the well-known Maastricht Criteria (inflation at no more than 3%, deficit at no more than 3 % of GDP and a national debt under 60 % of GDP). It also allows the presence of public enterprises offering public services without necessarily having to be compatible with the Antitrust provisions, especially when services fall under the exclusive national powers (Article F, 3, 3b). My Keynesianism, Marxism, Economic Stability and Growth was formally published in 2005 but its main arguments had been made available in 2003. It had specifically been written to counter the vacuous and highly suspicious arguments of all those who, without ever saying a word about speculation erected as the dominant form of capitalism, were loudly blaming the ECB and loudly asking for a more pro-active mandate. Despite the creation of Facility I and II, despite the FESF, the MES, the LTRO and the OMT, they are not satisfied and are still asking for formal Eurobonds, as if this could help! To this Marginalist inspire socio-cretinism, I had opposed a Marxist reasoning focused on the rehabilitation of the real economy against the desegregated speculative economy (I, for one, had not waited on patented pitres like Krugman and Roubini, always pontifying after the facts, to notice the change affecting the financial regime …) I was asking then as now for rigorous economical thinking as opposed to the stale and fallacious “supply-side” prescriptions of economic rigor or austerity measures. In brief, the alternative advocated was to tighten the existing mandate of the ECB, in effect boxing it squarely in its anti-inflation mandate; this was because salaries and social programs having already suffered tremendous cuts, domestic inflation was residual (see the argument about structural inflation in Tous ensemble.) The analysis is now verified by facts, I believe. But political democratic control had to be retaken elsewhere: on the front of the exchange rate of the euro, a joint power; on the banking and financial regime front asking for a functional re-segregation, i.e. a modern return to the Glass Steagall Act; on the salary and employment front (salary and reduction of the work-week to share available labor with the same initial salary); on the rehabilitation of social services – social-surplus value logic – and of secularity, including parity among men and women and extension of new civil rights. Of course, the role of a public bank to deal with the public debt was advocated; however, as had been demonstrated by the 35-hour policy of the gauche plurielle, the sharing of available work duly protected by a new anti-dumping definition would have strengthen the internal demand and the fiscal base allowing for a more virtuous role played by the State in sustaining and regulating the economy. As you already know if you have read Lenin, social-democrats and other such pitres always play their main role, as obedient “little brothers” to self-elected “Elder brothers”: namely to disorganize the proletariat leading them along to struggle on dead-end routes, thus leaving free way to the bourgeoisie. Today, with the total refutation of the whole Marginalist paradigm, their stand is much more a social-cretinism than a social-fascism, though the second is returning quickly in a soft “acceptable” form (as it was in Sarfatti’s Italy … until 1938) The proof of this is now actively written with their austerity program ferociously implemented to save the unsavable universal banks. Of course the criminal anti-terrorist demagogy necessary to legitimate foreign crusades is high on the social-cretinists' agenda: but this you already had guessed. 

Hence, member-States can act. But to do so they must have to will to act. They never will unless the Left mobilizes on its own autonomous agenda. Nowadays the foremost problem, the real cause for the ongoing social disintegration and economic regression and chaos, derives from the current European leaders who must not be confused with European integration and with the Euro. They should be pushed aside with the democratic ballot. Our European constitutions, born from the resistance to Nazifascism, need to be restored to their national preeminence, one certainly compatible with a Social Europe based on the Europe of Nations. We should remain truthful to the fundamental individual and social conquests enshrined in our constitutions. We should forbid their de facto cancellation, for instance through illegitimate rules undemocratically adopted by our government under the guise of European emergency such as the reactionary Golden rule.  

2) What is the universal bank? 
Let us start with a brief historical perspective. Before 1973-1974, the French Central Bank was in charge of financing the French sovereign debt; it did so directly without the intermediation of private banks. In this paradigmatic case, the French public debt was kept very low, around 20 % of GDP. Meanwhile, thanks to its famous Indicative and Incitative Planning, the French State was able to launch the great projects aimed at restructuring and modernizing the economy and the public administration of the country. All this was thus financed on the long term, at a very low rate of interest. Pompidou and Giscard D’Estaing changed this exemplary structure opening it up to private banks. From that moment on the French debt initiated its inexorable rise.

In 1999, under the guidance of Clinton and Rubin, the USA repealed the Glass Steagall Act opening wide the door to speculative finance. (See Rethinking Robert Rubin, By William D. Cohan on September 20, 2012 http://www.businessweek.com/articles/2012-09-19/rethinking-robert-rubin#r=read ) This law, enacted by the Franklin Delano Roosevelt Administration, imposed a functional segregation of the banking and financial sectors so as to protect saving – i.e. the deposits and paycheck deduction from citizens – redirecting them towards productive investment, sheltered from speculative finance. (See http://it.wikipedia.org/wiki/Glass-Steagall_Act ) For the New Deal President this functional segregation went hand in hand with the labor laws and the collective agreement framework (Wagner Act) as well as with the creation of Social Security (Medicare and Medicaid). These initiative were central parts of the socio-economic and political agenda brought forth to resolve the ongoing economic crisis, the so-called Great Depression, which just like the current crisis was a crisis of overproduction and under-consumption; it was characterized then as today by low wages and low, diminishing or inexistent social safety nets. While English-speaking countries talk about “safety nets”, Western Continental Europe straight-forwardly talked about “socio-economic cushioning or absorbing tools”, just like Beveridge had himself conceived. )
Unfortunately the Euro was born just then and it was effectively introduced in 2002. 
Unexpectedly, on August 15, 1971, as the US was faced with a rapid joint degradation of its balance of trade and of its balance of payments, came the Connally-Nixon Surtax on importations, one which in effect modified the Bretton Woods Regime. The convertibility of the dollar with gold was suspended in addition to the surtax. This dramatic mutation of the international financial regime was finalized in 1973 and the end of the Bretton Wood Regime was then made official at the Jamaica Summit of 1976. A new regime ushered on the world scene, one characterized by the continued dollar supremacy and the free-float of all major capitalist currencies. This monetarist counter-revolution, concretely implemented by Volcker-Reagan from 1979-1982 on, meant a dramatic and unilateral two-digit rise in the US main rates of interest with a dollar that was no longer convertible in gold. The consequences were dramatic and felt world-wide, including by the indebted Eastern bloc countries like Poland, Hungary and Yugoslavia which were then faced with an unsustainable debt-financing problem which ultimately caused their implosion and their collapse. (On this Monetarist counter-revolution see my “Les consequences socio-économiques de MM Volcker-Reagan et Cie.” March 1985, in the International Political Economy Section of this same site.) 
Adding the international free-float and the ending of the functional segregation of the 4 main pillars of finance (deposit banks, commercial banks, insurances and credit unions) with the subordination of the Central Bank to the private banks, we get the so-called “universal bank” regime, based on the very same bank which advertises a unique counter for all services since 2005. Such an institution will then naturally transform traditional hedging techniques into various kinds of derivative financial products, thus causing a real explosion in the use of these new financial instruments (CDO, CDS, OTC etc.) In turn this initiates a very perverse system which would culminate with the subprime crisis and the ensuing repetitive Quantitative easing. 

As for the public debt, this is how the so-called “universal bank” (or the institution specializing in “credit without collateral”) does work. The Central bank does no longer finance the sovereign debt by buying it directly at reduced rates on the primary market, more precisely by buying it directly from the State when it issues its bonds and certificates as was done for instance in France before 1973-74. In Great Britain, before the Gordon Brown government, the main interest rates were set by decree by the Chancellor of the Exchequer (see http://it.wikipedia.org/wiki/Banca_centrale ). Since 1973-1974 and particularly since 1999, the sovereign debt primary market was privatized in favor of the same private banks that were desegregated by the Glass Steagall Act.

We will not attempt to present here the story of the evolution of the central banks. However, we should remember that one of the role devolved to capitalist banks is to manage the inevitable monetary contradictions, which are inevitably brought forth every time we confuse the “general equivalent” with the “universal equivalent”, i.e. the value of the labor power, this last being the one and only common standard with which to evaluate various goods and services. 
This confusion sends us back to the confusion between use value and exchange value, which is at the heart of the Marginalist concept of “marginal utility”. Marginalism is therefore the result of a calculated attempt to disengage the bourgeoisie from the struggles and legitimate claims of workers to the fruit of their own labor, and to a more equitable redistribution of revenues and wealth exclusively created by human labor; it had become unacceptable for the dominant class to rest its rationality on Adam Smith the Father of classical political economy, based on human labor. Hence the new bourgeois economic science (notably known as the “dismal science”) tried to pretend that economic management should only rest on exchange value, expressed in money terms and, worse still, in paper money terms (paper currency). 
This has an immediate ontological consequence: all factors of production are then thought to vary only in money terms and to be as liquid as money in a perfect market (flexibility). The illusion is created that capital creates capital so that labor ceases to be the sole agent whose use value is capable to create other exchange value even contributing a profit or surplus value derived from the surplus work. The labor genesis of profit is irremediably lost in a pseudo economics which is therefore ontologically destined to remain a “dismal science”. As was the case with old religions the aim it to confuse credulous people substituting signs or perceptions for reality. At this point the only thing required to have the illusion that exchange value creates exchange value without any recourse to labor power, is to introduce the speculative banks, namely the so-called “universal banks”. 
Naturally labor power, abstracted form its living conditions which Karl Polanyi called its 
”livelihood”, is then considered as a mere factor of production to be liquefied entirely; it thus becomes the main economic adjustable variable, moreover one always considered not as a vital contribution but as a cost to lower without posing to consider that this factor of production is embodied by the real worker “in flesh and bones” as well as his/her household where his/her labor force is reproduced (individual salary, differed salary, global net revenue of the household.) Differed salary includes the revenue of the worker when s/he is unable to work (unemployment insurance, sick leave, and pension.) It is but a truism that Man works to live in dignity. Man does not freely work to enrich a class of parasitic people only moved by its pathological “acquisitive mind” often outwardly clothed in Hobbesian garments (Man is not naturally a wolf for Man.) 
It just seems that the capitalist world lives on its Aristophanesque “clouds” where perceptions and narratives substitute for the scientific apprehension of reality, and where cast-cultivated “irony” effortlessly churned in the form of “aphorisms” (“once again” philo-Semite Nietzscheans). These only express the murderous instincts of putative “masters of the world” who always feel insecure given their acute understanding of the importance of numbers, so hated by the syphilitic (lead goes to your brain, as we now know) Great Master Nietzsche, later “pitifully” hanged on the neck of the wounded horse; this includes the hate of the logic of great numbers when it is even minimally applied in republican selection processes (meritocracy), not to speak of their hate for ethical worth. Conversely, each and everyone among the working citizens know full well that printing money does not, in and by itself, produce any economic value. To make money just by lending money without any collateral behind - see the money funds which were a catalyst in the subprime crisis – is but equivalent to the common pyramidal construction, more precisely one perilously resting on its head, something usually known as a Ponzi Scheme ( http://it.wikipedia.org/wiki/Schema_Ponzi ) Such constructions send us back to characters like Madoff: contrary to what one might thing, this unsavory but far form extra-ordinary character, was not some kind of modern al Capone but a leading force behind the ushering of the NASDAQ, one who typically also worked to set the rules at the very top (!) within the US Security and Exchange Commission (SEC) (See http://it.wikipedia.org/wiki/Bernard_Madoff ) The expressions “casino economy” or “voodoo economics” really meant what they say.

A central bank then naturally expresses a class-biased view of economics. After the Second World War the central banks had three main mandates: to finance the public and para-public debt; to issue money avoiding inflation thanks to the management of the three main monetary aggregates (M1, M2, M3); and to regulate the supply of credit to the economy coming from the money created by the private banks. This was done through a rigorous management of the excess reserves deposited by the private banks in the central banks (only in case of emergency, and even then, was the recourse to ex nihilo liquidity envisaged.) These objectives were pursued in a very pragmatic fashion given the dismal and infra-scientific state of the mainstream economic and monetary theory informed by Marginalism. Above all this national management was conceived within the parameter dictated by the hegemonic international monetary regime. With the Bretton Woods regime the convertibility of the American dollar with gold (35 US dollar for a Troy Ounce of gold) allowed the monetary and political management of the rate of exchange through the evolution of the balance of trade and of the balance of payments. 

However, on the domestic scene the system rested mainly with the logic of fractionary reserves deposited with the Central Bank: Given the existence of a prudential ratio defining the rapport between the fractionary reserves and the amount of credit which a bank could lend to clients qua economic agents (the so-called financial lever), the growth of credit was tightly linked to the evolution of the economy. When a bank supplies beneficial loans to its clients it derives a return from it; part of this benefice is deposited in the central banks as new fractionary reserves thus forming the base for new loans strictly within the parameters defined by the prudential ratio. Conversely when the bank has losses, it must automatically reduce its fractionary reserves. 
The problem remains that the bourgeois economics is incapable to differentiate between the real economy and speculative economy: Marginalism was never able to differentiate between exchange value and the use value which necessarily acts as its support or vector; similarly it is ontologically incapable to differentiate between profit and interest (banking or financial interest is necessarily a part of profit derived from actual production; the reverse is impossible.) Very serious problems start when one confuses productive banking-financial investment, those aimed at the production of goods and services necessary to society, with investments destined to be uniquely speculative.

In truth, it is even worse because within the framework of bourgeois economics speculation does not exist. Indeed when it manifests itself in a transient way, its immediate effect are presumed to make the market more fluid and efficacious in its attempts to come up with the “market price” more akin to the optimum equilibrium of the markets involved. Marginalism is not dissimilar to other religious doxa: Between theory and practices there always is an abyss. In this case, the abyss concretely manifests itself on average every 5 to 7 years through the economic cycles, thus through crisis: When it exists alt all, this reality is quickly disposed of in the textbooks in meager chapters summarily dealing with economic history, which per force always remain pathetically descriptive. As their own good Alfred Marshall was wont to say: “ Natura non facit salta”. 
Nonetheless, the matter is crucial because it reveals the contradictions prevailing in the epiphenomenal reality of capital itself, as well as in the nexus between theory and practice. As we all know August Walras asked his son Léon Walras, one of the main founders of modern Marginalism, never to forget the importance of social and political economy: In August’s view this should dictate the concrete human and social setting in which economic equations were only technical means to apprehend reality. Thus, Walras like Schumpeter after him, conceived of a dichotomous discipline, but unlike the great Walrasian Maurice Allais, quickly forgot the social setting unequivocally – and, I offer, more ominously within their paradigm – which quickly came to be seen as an obstacle to the fluidity (flexibility) of the liquefied factors of production expressed in money terms, mainly the labor factor of production which nonetheless miserably remains as Terrence would say: human, too human. It also must reproduce outside the silly mathematically formalized function of production of Marginalists that of general equilibrium included!  
Abstracting from concrete reality with such self-infatuation, one can never correct the errors and crisis produced by the culinary recipes that make up the best Marginalist textbooks. In time of crisis, this in turn leads to circle the wagons in a panicked search for new plausible recipes, in appearance always founded on the same theory – or gospel – but always with the same blinders. All obscurantists act in this way: They are always right after the fact. (In the current situation, the market is king but the bourgeois law of competition does not apply to big and medium banks because they are though to be “too big to fail”: thus the States are ruined in a vain attempt to salvage them repeatedly. It is reported that even Sparta came to an end the day they stamped on their own founding principles and gave themselves a crooked king. Competition implies bankruptcy for the uncompetitive economic agents; and, as any neophyte in cybernetic could tell, bankruptcy is the only purge and feedback mechanism which can regulate what Keynes called the “animal spirits” of capitalism, aside from powerful and informed State interventions. One only needs to look at the actions of the “odd couple” Monti and Draghi together with others Eurocrats, to understand how serious and abyssal is this ignorance currently cultivated as science, and implemented ferociously without any shame and without any social or ethico-political remorse for the gratuitous damages inflicted upon society. 

Hence after the definitive burial of the Bretton Woods Regime during the Jamaica Summit of 1976 (end of the dollar convertibility and free float), the monetary international regime transformed itself pragmatically in the light of every crisis it was confronted with. But it always did so for the worse. Nowadays, the universal bank synthesizes all these defects: The international free float; the renunciation of the legal convertibility of currencies in gold; and the effective ending of the regulatory role played by the fractionary reserves. These were replaced de facto by the limitless liquidities pumped out by the Central Banks, in particular by the now repetitive Quantitative easings (on this subject see the articles “Credit without collateral” ant “The Treasury and the FED” in the International Political Economy Section of this site.) To this list we should add the ending of State monopoly over the financing of the public debt. 
The universal bank acts as a putative Great Hegemon having power over the whole World, over the Nations-States and over all the other economic agents. It does so thanks to a now endemic speculation concretized by the various financial derivative instruments. In my 2003-2005 Livre III I called these “montages” and the list of such “montages” is endless; suffices it to say that the speculation now even affects the CDS (or Credit Default Swap) first forged to insure against the risk inherent with speculation! However it is but a blind hegemon with weak legs; a hegemon always in need to be bailed out by its own Nation-State, which it pretends to subordinate and even transcend with its “global private governance”. In so doing, it places itself in a situation similar to that of the bankers throughout history; or, if one prefers, in a situation similar to that of the Templars. As is known, these crusading petty nobles of the Middle-Ages derived their great riches from the cancellation of their debts when they served in the crusades as well as from the fact that this transeuroepan Military Monk Order became too wealthy for the sovereign king to tolerate. Furthermore, they had grown rich thank to their use of the “letter de change” (more easily transported than kilos of gold or silver, a trick Cosmo dei Medici will reactivate later) and thanks to their monopoly through military control of the Mediterranean coastal end-point of the Silk Road. This allowed them to pose as treasurers to the Kings: A role which inevitably led to their destruction by these same Kings (Philippe Le Bel, in primis) who un-disputably denounced them as a State within the State and quickly did away with them. 

Today when a State issues its sovereign bonds it does so under the hegemony of some 15 great banks called primary banks (precisely those which were lately accused of having manipulated the euribor and the libor, etc.) These banks are in charge of selling State bonds to the other private banks and other institutional or private investors. For this hard choir – as useless as it is redundant – they are paid colossal public commissions. The secondary bond market is thus added. However, this secondary market is subject to the so-called “sovereign risk” – in short the insurance premium or spread – subjectively calculated by rating agencies, which are closely linked, if not controlled, by the private banks. We should underline the subjective aspect of the ratings, one which is readily admitted in their homepage to avoid any legal consequences. Notwithstanding, these ratings are automatically taken into account by the entire banking system since banks and above all the other institutional investors are statutorily obliged to rely on them. The vicious circle is perversely self-referential. As you know, my request for the rapid creation of a public European rating agency advising European investors, was disregarded. China was smarter and quickly came up with its own Chinese rating agency, thus freeing itself from such a ridiculous and costly servitude.

3) What does this imply concretely?
With the hegemony of the universal bank every single monetary aspect becomes subordinated to speculation and short-term profitability. Everything is merchandized and liquefied in money terms. Trough liberalization and privatization, citizens themselves once “beneficiaries” entitled by the State are transformed into mere “clients” who only deserve services proportional to their ability to pay. This is a very damaging trend as the whole society transits from permanent employment and social insurance to workfare enforced precariousness characterized by low wages, means-tested social assistance, the end of social mobility and lower (mostly non-guaranteed private) pensions, subject to an unceasing postponement of pension age. (In actual fact, the regressive drive it to go back to the initial pension age that had been actuarially set up to start three years before the age of death according to average longevity ... Euthanasia is also in the cards for those non-fortunate citizens who would pretend to linger too long given the necessity to free up beds in this returned philo-Semite Nietzschean ethics of the putative new “masters of the world” etc, etc …) 
Thus the Nation-State, cradle of representative democracy and of Western Individual and Social Rights, appears as the main obstacle to the free reign of speculative capital; it is destined to be substituted by a Censitarian democracy exercised by shareholders proportionally to their means (We should recall that liberal capitalism was opposed to the free and universal ballot: only men who paid a certain amount of income taxes (or cens) were considered as full citizens authorized to vote and to fully participate in the allocation of public resources through Parliament. Like the social safety nets and the hard-won labor rights, the universal and free ballot – not to be confused with bourgeois diverted pluralism - is to be counted as one of these great civilizing “popular conquests”, which are now targeted to be dismantled by speculative global capital with its unfair so-called free-trade deals.) 

This evolution is neither the result of a law of nature nor of historical fatality. It is but the result of a conscious strategy implemented by the leading classes in their push for the global hegemony of the universal bank over all other socio-economic players, the global hegemony of its imperial neo-mercantilist “private global governance”. This strategic push is methodically and transversally sustained by all the leading classes reading from the same blueprints, as is now obvious in Europe.

We have already underlined that before 1973-74 the French Central Bank bought the public debt at a very low rate of interest directly from the State. This allowed the State, albeit a Capitalist – Gaullist – State, to preserve a real autonomy from the private banks. This autonomy was also encompassing other fractions of national capital given the prevalence of State-owned enterprises in every strategic sector of the economy, and given the public institutionalization and mutualizing of private saving – unemployment insurance, pensions and health care in particular –, this crucial part of global saving being thus sheltered from any market collapse. For the individuals concerned, and they always are different from a broker-doctored curve, such downfalls are usually very hard to recoup, especially after a certain age (see for instance the 401K transformed into 201K by the subprime crisis.) At the time the French debt amount to some 21% of the GDP even with the reconstruction boom. Public institutionalization, namely the Social Security and other safety nets financed through payroll deductions (differed salary), had liberated private saving from the fear of cyclical economic contingency. It was only after 1973-74 that the French debt exploded thanks to the privatization of the Central Bank or, more precisely, of its role. Notwithstanding, the government of the “gauche plurielle” led by Prime Minister Jospin successfully reduced the public debt to 59 % of GDP, that is to say one percent less that what was required by the Maastricht Criterion. He did this thanks to his courageous and innovative reduction of the working week for the same initial salary, the so-called RTT or 35 hrs, thus consolidating payroll deduction-based social programs as well as the fiscal asset of the State. 

As denounced in a note of my Livre III in which I insisted on the “obligation to reach (the stated) results”, the Chirac government which followed quickly returned to the practice of generous gift to the business circles without any counterpart for the working citizens: The public debt exploded again. Sarkozy only made the problem worse as everyone expected he would. This process was then seriously aggravated by the European rapid emulation of the functional desegregation of the banking and financial world after 1999. This translated into the dominant ushering of the universal bank system, the same which today see Paribas and Deutsche Bank become perilously much bigger than the greatest American banks (See Liikanen, et al., October 2, 2012. "High-Level Expert Group on Reforming the Structure of the EU Banking Sector" (in English). EU. http://www.ec.europa.eu/internal_market/bank/docs/high-level_expert_group/report_en.pdf. Retrieved 4 Oct 2012, pp 39 e 40) For instance in 2011, Deutsche Bank had 2,164,103 million euros, that is 84.8% of the German GDP or 17.4% of EU GDP. For Paribas the respective numbers were: 1,965,283 million euros equivalent to 99.8% of France GDP and 15.8% of EU GDP. The respective numbers for Unicredito are: 926,769 million euro that is 59.4 % of the Italian GDP and 7.4% of EU GDP. As for  JP Morgan Chase, the biggest American bank, it is only equivalent to 15 % of the GDP of the United States; Goldman Sachs is smaller. True the American banking system remains more decentralized and fragmented inside the 50 federal States; this explains why banking concentration is lesser than in Europe (Nevertheless, the Liikanen report mentions on its page 34 a total of  “more than 8000 banks” in the EU. Admittedly these numbers are staggering.) 

The functional desegregation of the American banking and financial sector in 1999 is tightly linked to the illusions of the New Economy and of its sequels, up until the current crisis. The illusion was that it could be managed with a permanent and limitless injection of liquidities (the so-called “quantitative easing” and other “twists” …) This rather philandering policy gained sway with the attempts to avoid the bankruptcy of private banks after the monumental fall of Lehman Brothers in 2008. Let us hope that this policy will soon be substituted, at least in Europe, with the nationalization for a symbolic euro of falling private banks: This would eliminate the much talked about risk of propagation of the so-called “systemic risk”, also preventing other scarecrows like the so-called “credit events” such as could be materialized by the triggering of the feared CDS chains. Above all, than to the financial lever logic, it would allow their recapitalization at a much lesser cost to the taxpayers; this would thus allow the saving of small holders as well as the necessary credit for small businesses in the real economy. Monetarism, which should not be confused with classical monetary policy, is but a mass destruction weapon used against the Social or Welfare State (For the genesis and the analysis of  monetarism since its inception see my  « Les conséquences économiques de Volcker, Reagan et Cie », March 1985.) Monetarism came to substitute the rational, if partial, “Keynesian” monetary management, founded on the cornerstone of full-employment as the title of Keynes’s main work clearly indicates, with the crude recipes of the anomic Monetarist Milton Friedman and others such neoconservative reactionary bred within the Chicago University such as von Hayek ... not to speak of a rather pathetic and second-rate Leo Strauss laboriously reading Carl Schmitt (the cabalistic Nazi jurist) while Hanna Arendt was doing the same for her cherished professor the Nazi doctor Heidegger. So much for the road to servitude.  But, in the end, citizens cannot be reduced to “chandalas” or “rubble”.                                                                              

The New Economy as it were was founded on easy credit, namely the illusion that credit could breed credit, hence economic value, without any relationship to the real non-speculative economy; this is a concept which in truth would have caused even a Georg Simmel to panic … It effectively amounted to a proverbial “banca del sapone” with an emulsion power “plus and improved”. The tenants of the New Economy firmly believed in the end of economic cycles in parallel with the end of history (borrowed by Fukuyama from Bell and others fossilized theoreticians – more than form Hegel. These writers were soon to be reborn thanks to the Reaganian neoliberals, complete with their voodoo economics engineered in this new post-Reagan Monetarist socio-economic Jurassic Park. The extension of the Stock Exchange on a truly global scale (the Thatcherian Big Bang) allowed the quick-fire development of the New Techs which were thus financed without the least consideration for the Price/Earning Ratios (E/P ratios.) These dramatically increased to an average of 60 and more from an “historical” fluctuation ranging from 10 to 15 (today things are obviously worse as a simple glance to the main listed players quickly illustrates.) Obviously this Monetarist solipsism ended miserably with the bursting of the speculative bubble linked to the New Techs, an event which was more serious than the earlier crisis of the Bath and of the Rubble.

The answer to this crisis was engineered by none other than Greenspan, the sorry pitre then heading the FED; somehow, despite his ruinous management, he still passes today for a “maestro” (media concentration in known hands does explain a lot of this scratch my back and I will scratch yours, obviously …”Mind set” you know, if you can fairly call it that …) If nothing else, this neatly goes to prove Marx saying that the bourgeois world stands on its head. While this “maestro” of sort recognized what he termed “irrational exuberance”, his answer to the mounting crisis was the doctrinaire emulation of Pigou’s recipes that had been unthoughtfully offered as a critique to Keynes: The House Effect of Greenspan was only his peculiar rendering of Pigou’s Wealth Effect, namely the hope that the demand curve would virtuously move to the right (always the typical visual donkishness induced by Marshall’s diagrams; one must only deplore it was not double …hic!) if a regressive fiscal policy (the flat-tax reactionary philosophy) would only provide more money in the hands of individuals and enterprises, while the FED would simultaneously inject liquidity at will to help free enterprise (i.e. supply-side economics.) 
All this obviously without ever posing to consider the specific structure of this peculiar demand: These lunatic recipes were ferociously implemented and brought to their paroxysm by G. W. Bush Junior, a passionate born-again believer in the virtue of easy credit and the flat tax as these were increasingly tied-up with the rapid growth of speculative instruments and derivatives entirely delinked from the real economy (On the origin of the “fiscal cliff” see:  The Fiscal Cliff We All Saw Coming By Brendan Greeley on August 02, 2012 http://www.businessweek.com/articles/2012-08-02/the-fiscal-cliff-we-all-saw-

 HYPERLINK "http://www.businessweek.com/articles/2012-08-02/the-fiscal-cliff-we-all-saw-coming" \l "p2" coming#p2 ; A Decade of Tax Cuts and Deficits Posted on August 02, 2012,The U.S. national debt’s path from $5.8 trillion in 2001 to $15.9 trillion as of Aug. 1, plus two opposite scenarios for how Congress could deal with the impending fiscal cliff. http://www.businessweek.com/articles/2012-08-02/a-decade-of-tax-cuts-and-deficits#r=lr-fst ; and American Families Are Poorer Than in 1989 http://www.businessweek.com/articles/2012-06-12/american-families-are-poorer-than-in-1989#r=lr-fs )  

As it were, with the bursting of the New Techs bubble, the banks had to rely on the exponential development of the new financial instruments, particularly the derivative, in order to insure their profit margin. We witnessed a real explosion starting from 2004 to 2005. Everyone and his brother immediately converted to the so-called « immaterial economy » - that is to say to that of the financial derivatives feeding on themselves as cancerous cells. They firmly believed that it could replace real economy, namely the “dirty” and “stiff” economy which related to tangible goods linked to production (those which Sraffa described as the one you can kick at) and to traditional services, such as internal bureaucracy, research, marketing etc., all destined to be externalized and outsourced. (On the subject see my critique of Cini in the Section Italia of this same site …) The self-contented classes have their own world view, and their own likes and dislikes though they ignore their Rousseau (who said among other things that if they are able to shampoo and perfume their hair, it is only because others are hardly earning enough to keep alive at the sweat of their brows … a world-view that was not foreign to Thomas Paine. Some years back, Julius Wilson has illustrated the point differently when he theorized about the emergence of an “underclass”. ) 
We are dealing here with a very tenacious illusion simply because as noted above the ontology and methodology of Marginalism does not allow the formation of any distinction between interest and profit or between the speculative and real economy. Hence, today the financial and speculative sector represents a growing portion of the GDP. In the last 15 years, this portion went from 3 % of GDP to 9 % in Switzerland and in the United States, and the same trend prevails elsewhere. Before 2007, there were 15 trillion of real assets for 58 trillion of CDS and 596 trillion of OTC (see http://www.bis.org/publ/otc_hy0805.pdf?noframes=1 ) We are dealing here with a mountain of paper often in the form of informal “scrap” as far as the OTC are concerned!!! 
Today after the public bailouts and public spending programs, these numbers are worse because the irrational disproportion between the speculative economy and the real economy had badly deteriorated. For instance OTC literally means “over the counter” and encompasses the unofficial transactions of the shadow banking, which are not accounted for in the firms internal accounting books or in the GDP. In this way, they are exempted from any taxes (over and above the existing tax shelters and those offered by the Fiscal paradises.) However, when financial institutions are in difficulty and in need to be publicly bailed out, the State must take these shadowy transactions into account, including the dramatic “systemic” consequences they might have given the global interdependence of the speculative economy. For instance, the powerful International Institute of Finance headed by Dallara negotiated successive haircuts in the case of Greece just to avoid – with generous public help – the activation of the CDS (and OTC) chains. The same had happened with the intervention of the Treasury and the Fed after the collapse of Lehman Brothers. In fact, Paulson initiated a practice that was readily followed even by the ECB against its own original mandate!  (In this same site see “Credit without collateral”, “The Treasury and the FED” and Circulation of money versus circulation of exchange value (an essay in three parts: 1) Circulation versus rotations. 2 ) Credit, reproduction and productivity. 3 ) Social surplus value, reproduction and competitiveness ( for a new anti - dumping )  (Nov 2011) in http://la-commune-paraclet.com together with my essay“«Achille et la tortue dans la tourmente financière » 8/1/2012. Achilles refers to the fast-footed speculative finance including shadow banking and the turtle refers to sluggish the minimal neoliberal State …)     

The new regime, based on the hegemony of the universal bank, induces repeated injections of liquidities from the central banks. In turn, this implies the de facto disappearance of the prudential ratios which regulated the relationship between the private banks and the real economy in function of the fractionary reserves. The so-called Basel II and III set of rules – as well as the much diluted Dodd-Frank – are quite useless as demonstrated from the recent bailout of Spanish banks costing more than 100 billion euros … for now, that is, because backstage the leaders were already talking about 300 billion … and we know exactly why: With the coming of age of the universal bank, speculation was normalized. We passed from the Ricardo-Rothschild “paper-currency” to what I called Kerouac money or Kerouac currency (in reference to the illustrious roll of paper substituted on his typewriter by the famous author of the Beat generation …) For J. B. Say the main concern was to eliminate any reference to exchange value crystallized in human labor power; this was done in an attempt to erase the perilous classical and Marxist reference to human labor power as the sole factor of production capable to create other exchange values, simply because the recognition of such a role undermined the pretense of private property. Adam Smith wrote of the landlords and capitalists that they “loved to reap where they never sowed.” (An Inquiry into the Nature and Causes of the Wealth of Nations, Oxford University Press, Sutherland ed, 1993, p 47). 

To repeat: Using the printing press does not create value. Nevertheless, the disappearance of the de facto prudential ratios for the private banks equally meant the demise of the regulatory role of the Central Bank that which used to be considered as the “lender of last resort”: True, the central bank injects liquidity, yet, in the end, it is the citizen qua taxpayer who foots the bill in more ways than one. With the recent public bailout of private banks – without any counterpart other than the grotesque bonuses and stock options added to the shelter protecting against the so-called “double taxation” presumably suffered by the owners and managers -, with the regressive taxes, with the workfare and generalized precariousness of work, with the dismantling of the Social or Welfare State etc., etc. In brief, the universal bank emerged as the Hegemon over the central bank and over the Treasury, more precisely over the sovereign State. This process is explained in some details in my Credit without collateral and in The Treasury and the FED in the International Political Economy of this same site. 
In reality, as plainly made clear by the ECB’s unconstitutional way of placing Italy under strict surveillance, as well as by the ECB’s and EU’s diktat imposing the non-elected Monti government to quickly push through the so-called “structural reforms”, the democratically elected State is now being placed under a sort of protectorate. A rigorous one at that, one which imposed a Golden Rule together with a Fiscal Compact accompanied by a regressive philo-Semite Nietzschean Spending Review that goes much farther that anything considered before with the detestable Washington Consensus. (You can get a quick understanding of the seriousness of the spending cutbacks for 2013, 2014 and 2014 by perusing the Legge di Stabilità 2013 starting on page 73 : http://www.senato.it/service/PDF/PDFServer/BGT/00687538.pdf ; furthermore despite these drastic and unparalleled cuts in governmental spending and social programs, Monti is proposing to further cut taxes for the sole benefit of the capitalists! Typically, he proposed to do so by transferring the payroll contributions levied to financed the main social safety-nets to a quickly disappearing general fiscal base; in the end, this opens the door to private charity as he also knowingly calls for more “voluntary work” – i.e. of the confessional kind, given his criminally tolerant attitude toward the Catholic Church, when it comes to municipal taxes … In the same vein, Monti also calls for a basic regressive workfare-Friedmanian-type revenue fixed a the minimal sustenance level (“reddito di sostentamento minimo” in his own expression), one well below the “maintenance” wage considered crucial for the preservation of labor power by the New Deal Tennessee Valley Authority, when it was developing the more progressive statistical base so useful later to Kuznetz and the Welfare State  See http://www.agenda-monti.it/wp-content/uploads/2012/12/UnAgenda-per-un-impegno-comune-di-Mario-Monti.pdf p 5, p 18, p 18) 
Alternatives do exist. As we know, with the nationalization of the private banks, Iceland took a different and winning path, which allowed her to escape the recession induced by the downward spiral caused by these regressive austerity measures. Argentina also developed an alternative and intelligently broke free from this regressive Monetarist supply-side policy ; see L'Argentine solde la crise économique de 2001, LE MONDE | 06.08.2012 à 10h22 • Mis à jour le 06.08.2012 à 10h32 http://www.lemonde.fr/economie/article/2012/08/06/l-argentine-solde-la-crise-economique-de-2001_1742814_3234.html  (To sum it up, this article illustrates an exemplary instance of socio-economic and national-regional search for an acceptable alternative; thus, the countries sovereign debt diminish from 92 % of GDP to some 8,4% simply because Argentineans refused the logic dictated by the Washington Consensus and postponed the reimbursement of the public debt until the country’s “fundamentals” were healthy again. The sole important problem facing the country now seems to be the level of inflation, although it is contained; this is probably linked to the classical injection of money by the Central Bank to compensate the outflows of capital, including evasion – thus perhaps confusing the respective roles of M1 on the one hand with that of M2 and M3 on the other hand. However, we will not discuss this further here because we do not have a good enough knowledge of the situation to do it usefully.)

The European and global monetary system has become monstrously irrational. Rationality did never prevail to force the change of the prevalent rules of the game – or, at least, to cause the re-introduction of vital functional segregation for the banking and financial system. This would recreate the possibility, theoretically inherent in capitalist competition, to let the unstable banks go into bankruptcy instead of trying to save them repeatedly with public funds, and bringing the State itself close to bankruptcy. In the United States, we witnessed the “quantitative easing”, the “twist”, the ZIRP policy of close to zero interest from the FED, as well as bailouts of the banks and of private corporations such as GM. This went hand in hand with the regressive fiscal policy (culminating with the “fiscal cliff” and the almost inevitable demise of the debt ceiling imposed by Congress in 1917; see Tim Geithner veut supprimer le plafond de la dette aux Etats-Unis latribune.fr | 17/11/2012, http://www.latribune.fr/actualites/economie/international/20121117trib000731552/tim-geithner-veut-supprimer-le-plafond-de-la-dette-aux-etats-unis.html ; in a world of credit without collateral in which Bernanke is ready to buy government debt and other bonds for 85 billon a month, surely a ceiling that imposes automatic spending cutbacks does not make sense, albeit this is the unique remnant of rational control over public finance given that the rich have escaped fair taxation and indeed have succeeded in making permanent the gross fiscal gifts offered to them “temporarily” by G. W. Bush Jr.; nonetheless, these tax cut gifts to the rich together with the repeated banks bailout, account for the main part of the 7 % deficit and thus of the growing debt …) 
By definition this neoliberal “structural reforms” are always implemented to the detriment of social rights and wages. These are considered the sole adjustment variable; wages and payroll social contributions are merely seen as excessive weights on “labor cost”, a variable which is calculatedly confused with the “cost of production”, simply because this last draws attention to the gross inefficiency of the owners’ and CEO’ and CFO’s management (in addition to the inept current definition of the anti-dumping, which excludes any reference to labor rights and to the environmental criteria with the aim to force the lowering of labor costs through a global unfettered competition in a post-Malthusian Solowian drive to the “physiological level”, whatever this might mean though Marginalists deem it necessary to reach the so-called “razor-hedge” equilibrium…) 
The neoconservative-monetarist counterpart of this gigantic waste of resources induced by the central bank obviously is (or rather was …) the Gramm-Rudman Act: The FED buys at very low cost the US government debt, this being also intended as a mean to help the private banks; however, to ensure that the government new debt will not be used to rehabilitate social programs, or at least the minimal American Social Security system (if not to “crowed out” private investment as the pitre Laffer had it …), the central bank lavish financing of the debt is controlled by the “ceiling”: Thus when the ceiling is reached automatic cutbacks kick in unless the Congress finds a solution. Of course, as illustrated again by the manner of dealing with the problem at the end of 2012, which in effect made permanent the tax credit to the super-rich that G.W. Bush had disingenuously legitimized as a temporary measure, the main cuts are sustained by social programs, without really infringing on the taxation level of the rich (nor their evasive use of fiscal paradises), in an inept supply-side economic emulation of the Wealth Effect of Pigou. In so doing, one penalizes the greatest part – around 70 % in the USA - of the “social demand” sustained by the “global net revenue” of the working citizens and their households, as well as by the institutional savings which do finance the existing social services. Inevitably, this unleashed a downward economic spiral.  
Eurocrats are zealously emulating these ill-advised American policies, albeit with some nuances simply because to do so they have to go frontally against the original mandate of the ECB. Thus, as the 2007-2008 subprimes crisis started to unfold, we had an illegal pumping out of liquidities for the benefit of the private banks by the ECB. A Facility was rapidly created to do so and was presented as a temporary measure. Of course, soon after a Facility II was extended for another twelve months. As this proved short of the private banks needs, and given that the ECB could not act directly, we witnessed the creation of the FESF and then of the MES. These were presented as funds destined to save the member States (!) when, in effect, they are only bailout plans for the private banks. Indeed, any call for help to the newly instituted MES will come with stringent “conditionalities” attached, including the lowering of wages, as well as the suppression of payroll contributions so as to further privatize public health care and pension regimes and the rest. It also advocates the acceleration of privatizations to repay the increasing debt. This deleterious trend was alluded to by Mario Monti himself as he was obliged to recognize the paradox according to which to Italian debt to GDP ratio went from 120 % to more than 126% under his one year tenure, in part because of the heavy cost caused by the Italian contributions to these European funds; as we know, these contributions are financed by public borrowing and thus count as additional sovereign debt. The same is true for all member States including those, which receive help from the FESF, making the neoliberal logic crystal clear! The so-called “State-saving funds” are only a universal bank saving ploy paid out of the public purse.
Yet, the story does not the end here. As stated earlier financial speculation induces an illusion, one which is, in fact, inherent with credit itself: As one encourages speculation and its various “conduits”, this implies that increased volumes of liquidities are injected in the system; in turn, this aggravates the divorce between the real and the speculative economies. Traveling down this path merely amounts to courting the economic and fiscal ruin of the concerned States, which are thus increasingly subordinated to the hegemony of the speculative banking system. 
A point is quickly reached where collective ruin is irreversible without a revolutionary change of direction. This is perfectly illustrated by Greece, a country now suffocated by the cumulative loss of more than 20 % of its GDP since 2010. (Note that it has been reported that during earlier privatization process, 3 ministers seem to have been involved in the disappearance of around 12 billion euros; but little is said about it while more suicidal sacrifices are demanded from the Greek people!!!) When this article was first written Eurocrats were discussing a new tranche of financial “aid” amounting to 31 billion (sic!) aimed at lowering the debt to GDP ratio to 120 % in 2020 (a level which is a crisis level for Italy …) To achieve this goal Greece would have to privatize some 50 billion of remaining public property. Of course, this debt reduction agenda is not trusted by anyone, the more likely course being that the actual level of debt will prevail despite haircuts (the present level is 175,6 % for 2012 according to “BA” in his comment to the Blog of Ugeux of Nov 15, 2012. Today, we know that the reduction plan failed because Greece was not able to buyback enough of its debt, a condition imposed by the Eurogroup to receive the “aid” already promised; nevertheless, Eurocrats ignored this failure simply because they are now deadly scared by the possible explosion of the CDS chains grafted on the Greek sovereign debt.) As the reduction discussions were going ahead in order to preserve the trust of the business world, even Dallara became very cautious during the Summit of the influential International Financial Institute. (vedi A Athènes pendant la manif, la charge du banquier Dallara contre l'austérité http://www.france24.cccom/fr/20121114-a-athenes-pendant-manif-charge-banquier-dallara-contre-lausterite  e http://www.lemonde.fr/economie/article/2012/11/02/la-cour-des-comptes-grecque-juge-anticonstitutionnelles-des-coupes-dans-les-retraites_1784785_3234.html ) (Added note November 21, 2012: After we wrote these lines, the situation went from bad to worse; it just seems that the new aid tranche needs to be around 44 billion instead of 31, although no one even trusts this new estimate. This suspiciousness can be illustrated by the following quote: “the ministers do not know how to finance the 15 billion “gap” created by their previous decision to concede two more years to Greece to respect its debt reduction commitments. New aid packages are now under discussion.” (translation mine) in http://www.repubblica.it/economia/2012/11/21/news/no_aiuti_grecia-47088705/?ref=HREC1-9 )                        

An ironical and frightening effect of this neoliberal lavish policies, pursued by the central banks in favor of the private banks, is the persistence and indeed the aggravation of the so-called “credit crunch”. The CDS chains, as well as other such speculative instruments added to the general interdependence, make the private banks even more vulnerable: Indeed, they are now scared to lend to one another, even overnight! For instance, Draghi soon realized that his LTRO – injection of some half trillion of liquidity at 1% over three years to the private banks – did not induce a rush on the sovereign debt and thus did not reduce the spread as he had candidly thought. The banks preferred to place these new funds on the ECB Deposit Facility forcing Draghi to reduce the 0,25% interest paid out by the Facility to zero, again hoping to liberate and make available the half trillion involved. The result was disappointing at best, but came as no surprise for us: Instead of buying sovereign bonds or of lending to other banks or to enterprises (the real meaning of “credit crunch”) they took refuge in defensive measures in addition to their efforts to met the requirements of the Basel III prudential ratio rules that were anticipated by the Eurogroup. In effect, they much preferred to invest in more secure bonds with negative real interest when inflation is accounted for, such as German and French government bonds (See: (Vedi : 484 milliards d'euros ont disparu des caisses de la BCE Sophie Rolland  http://www.latribune.fr/entreprises-finance/banques-finance/banque/20120712trib000708771/484-milliards-d-euros-ont-disparu-des-caisses-de-la-bce.html ) 
(Added note January 2013: the scare of pushing vulnerable States too far and the adoption of the OMT seemed to have changed this trend, at the margin, adding a new twist. This trend had been signaled even before by the ECB in its dealing with Spain, allowed the Spanish central bank to use more lax rules; the ECB went as far as accepting mortgage instruments as reserves … while a Malo Banca was under consideration. In other words, private national banks – not necessarily banks operating on the national soil – have been enticed if not forced to buy the risky State bonds in order to lower the spread; of course, this did not change the “credit crunch” situation one iota, nor did it change the sorry predicament of the real economy. See http://www.repubblica.it/economia/2013/01/13/news/imprese_famiglie_tagliati_50_miliardi_di_prestiti-50446043/?ref=HREC1-5 . Of course, this only represents short terms gimmicks, which only and dangerously refocus the European problem around national banks in an attempt to consolidate separately, given the Basel II and III rules. The Banking Union now under negotiation will not fundamentally change this trend, except in allowing more banking fusions and restructuring, leaving the toxic assets to others. In the end, the default risk of vulnerable States will be increased, although it will be disguised as a haircut. Just look at the last numbers; the Italian debt for November 2012, which does not include the half-dozen billions spend later to bailout Monte dei Paschi, is now at 2020 billion euros and growing, see: http://www.repubblica.it/economia/2013/01/14/news/debito_pubblico_record-50498319/?ref=HREC2-1 . The French debt follows the same ideological path now, you just need to take Treasury flows into account: http://www.insee.fr/fr/themes/info-rapide.asp?id=40 ) Who will be audacious enough to think that the recourse to the MES-OMT will, in time, help more than the ad hoc measures now experimented in Greece? Italian and Spanish “haircuts”, anyone?
This deleterious event led to another typical innovation by the European universal banks flanked by their servi in camera within the ECB such as Draghi (Monti had his share in this innovative turn, even though, in this “piccola storia ignobile” (cf. Guccini) he cautiously stays away from the system they had collectively brought to the light of day.) Thus the Outright Monetary Transactions system or OMT was born flanked by the MES which is now cast in the role of a disciplinary whip as it is in charge of the imposition of neoliberal “conditionalities” to members States requesting the intervention of the OMT, which they themselves finance!!! (See: Come funziona il fondo Esm Il ruolo della Corte tedesca http://www.repubblica.it/economia/2012/09/12/news/scheda_corte_tedesca_esn-42397697/?ref=NRCT-42403683-2 As for the MES see also (citato da Médocain nel Blog di Ugeux) http://www.scribd.com/doc/107046134/ESM-Investor-Presentation . )
The MES takes it from where the FESF is planned to end. However, for the needy member States, the MES is now conceived as a stringent neoliberal test to pass before having access to Draghi’s help via the OMT program. In this way, thanks to the OMT, the ECB is promising a limitless intervention but one that will be strictly limited to the secondary market. It will thus buy short or medium terms sovereign bonds with the hope that this added demand will help maintain low or “acceptable” spread and interest rates on long-term bonds. In effect, due to their fear of new haircuts in Greece as well as generally elsewhere – Spain, Portugal, Ireland, Italy, France etc … - the private banks now seem to prefer short term bonds (indeed, Greece now finances itself on a daily basis or at three months, given that the interest rate on the 10-year bond is still around 17,5 % a prohibitive rate for anyone…) Instability is thus systematically fostered, given the rapid gatling-like maturation of the bonds, “maturity” being the cherished concept of people such as Cecchetti at the BIS  (see http://www.bis.org/speeches/sp101004.pdf   Financial reform: a progress report S. G. Cecchetti (4 October 2010) We should underline here that the Basel III set of rules also take maturity into account in the sense that the new rules ask for a financial backing good for 30 days for the most risky assets; this being necessary to allow the coordination with the central bank(s) in order to implement the emergency injection of new liquidities when necessary, and failing that, the new bail-out plans by the concerned State …) Given the continuous deterioration of public finances and of the GDP in constant prices, it is not at all sure that this concept aimed at stimulating the short term base can really have an beneficial effect on the long term.

But this is not all: The ECB does not spell out what could count as an “acceptable” level to be reached by its interventions under OMT. The current stagnation, indeed the current rampant recession, is now diminishing the returns of the private banks while sovereign bonds do constitute an important, even crucial, entry in their books published quarterly. This triggered repercussions aside from the ones concretizing automatically on the stock exchange: Thus, were the ECB to intervene it could not aim at low rate for sovereign bonds without ruining the banks’ books even though, in the present circumstances, the banks are more willing to accept lower returns than to risk inevitable haircuts (see the fright of Dallara regarding Greece …) At least until the returns are not so low as to trigger the CDS chains. The banking and financial world today looks like the tightrope walker from Goethe’s Faust who walks on the tight rope above the precipice; however, in this case, the balancing pole (i.e. the repetitive bailouts by the states) is rapidly vanishing, thanks to his own actions. 

The problem is that in order to secure this much reduced ECB intervention, moreover one strictly restricted to the secondary market, the countries which will be obliged to present a request will first need the authorization of the MES! This Fund however has the mandate to dictate its “conditionalities” (emulating the reactionary budgetary discipline imposed by the IMF on Latin America and on Africa during the 70’s and the 80’s). This budgetary discipline takes the form of imposed and rapid so-called “structural reforms” which are thought to be vital for capital. Needless to say, this entails the usual deep cutbacks in wages and in the dispensable government spending, namely social services and public infrastructures, without ever considering the now grotesquely regressive structure of the Monetarist fiscal policy. 
The lunacy does not end here since the conditional “aid” provided by the MES does not come free of charge: Its funding comes from the euro member States, including the “aided” States, and it comes in proportion to their GDP; furthermore, this funding coming from new State borrowing is counted as new debt adding to the deficit to be financed at high interest rate! In brief, here is how the structure of the MES is laid out: It creates a fund which will amount to 700 billion of euro when fully funded (a small pittance considering the increasing need of single great member States such as Spain and Italy: If Greece is manageable because it only weighs slightly more than 2% of the Eurogroup GDP, Italy’s own share is more than 17 %. Germany will provide the greatest share or 190 billion euros (it will therefore insist on budgetary discipline); the respective shares are 142, 7 billion for France; 125 billion for Italy; 83 billion for Spain and so on and so forth. Right now, given the acuity of the mounting crisis – together with the perilous weight imposed on fragile member States by this kind of financing – the MES is only aiming at an initial funding set at 80 billion euros level (with 620 other billion “callable” on request) to be financed in the same proportion namely: 32 billion before the end of 2012; 32 billion in 2013 and 16 in 2014. (For Italy, we are dealing with 5, 71 billion euros in 2012 which will add to the huge Italian public debt, the same amount for 2013 and half of it for 2014. Monty actually complained that this FESF and MES funding has coasted Italy more than 4 % of GDP. What he forgets to add is that the public debt was around 120 % of GDP when he took charge in 2011 and is now over 126, 4 %, and will continue to increase until 2015 and to be sure even after that. (Today, as we translate this essay, the Italian debt for last November 2012 had already risen to 2020 billion euros, around 128 % of GDP … and it is still ticking.) It seems that the aim is to stabilize the spread with Germany so as to finance the debt at around 4, 5 % for the 5 or 10-year bonds. I have already quoted the cumulative number illustrating the collapse of the Italian industry since 2007: more than 30 % in the North and more than 47 % in the South, which explains the downward spiral experienced by the Peninsula. Need we add more? See www.wicomwebspace.com/avanti/?p=2356 . )                               

Even Signore Monti noticed that the system was a ruinous affair, imagine! This also explains why neither Rojoy’s Spain nor Monti’s Italy have yet shown any appetite to request Draghi’s help. This avenue is not even offered to Greece; in fact, the conditionalities were already imposed on Greece, the wages, pensions and social services were already ruined so that there remains little do squeeze out through a recourse to the MES: Today there remain some $ 50 billion euros to privatize in order to obtain a multilateral help package of 31 billion, which had already been negotiated during the talks leading to the first haircut. (Lately this amount was raised to 41 billion but talks are still under way because, obviously, no one believe that it will be enough …) After the wall-to-wall dismantling of its Welfare State, it is asked from Greece to privatize all its industries, its ports, its marinas, its Golf courts and all its remaining tourist resorts, including some of its rightly famed islands because, most surely, there are important gas and oil fields in their surrounding waters; in the neoliberal logic, these must quickly be taken out of public and Greek hands unless they are used to rehabilitate a Social State worthy of the name …

It is probable that Rojoy, Monti and the other leaders have understood that the OMT-MES system is first and foremost geared to save the German and French banks that are extraordinarily vulnerable in Southern Europe and indeed in all the continental periphery as well as in their country of origin. The new Basel III requirements add to their difficulties. Hence, the drastic if suicidal conditionalities - despite the fact that the austerity they induce has sent the entire Eurozone, Germany included, into chronic stagnation and recession… As the proverb says: With friends like these, who ever needs enemies? The result is that the banks are walking on a tight rope, and are now seeking to escape their quandary by throwing more speculative money at their problems … incredible as it may sound, they are seeking salvation “once again”, as Nietzsche would say, in renewed titrisation or financialization. The nightmare induced by speculative finance is not over yet. (See Qui a dit que la titrisation avait disparu ? Le Crédit Foncier compte titriser 2 milliards d'euros de prêts dès l'année prochaine http://www.latribune.fr/entreprises-finance/banques-finance/industrie-financiere/20121108trib000729848/qui-a-dit-que-la-titrisation-avait-

 HYPERLINK "http://www.latribune.fr/entreprises-finance/banques-finance/industrie-financiere/20121108trib000729848/qui-a-dit-que-la-titrisation-avait-disparu-.html" disparu-.html )   

Meanwhile, one should underline the active occultation of the dark side of the universal bank hegemony over the Central Banks. The latter are transformed into a mere coordination mechanism at the service of the private banks, on top of being made autonomous from political power according to the Monetarist doctrine. (Milton Friedman was invoking an “automatic pilot”, but the present one is perhaps automatic but certainly not blind nor impartial … furthermore, it automatically activates the printing press …) The colossal profits made by the ECB are immediately redistributed to the private banks. Here is a sample of what is being written:

 “Assuming realistic growth hypothesis, W. Buiter arrives at a sum of more than 3000 billion euros in actualized profit from the European central banks. To appreciate the magnitude of this number suffices it to say that the Italian debt amounted to 1820 billion euros while Greece’s was 320 billion in 2010. The central bank system could thus absorb a substantial without triggering any inflation …” p 53, in « Les banques centrales dans la tempête : pour un nouveau mandat de stabilité financière » (1) accessible nel sito di Alternatives Economiques http://www.alternatives-economiques.fr/video---les-banques-centrales-dans-la-tempete--par-xavier-ragot_fr_art_633_59808.html .

After 2007-2008, due to the subprime crisis – in reality underlining this epiphenomenon there is a profound structural economic crisis – the central banks’ main “raison d’être” seems to be the bailing out of private banks. No wonder the system is getting worse every day. Take the ECB: its own reserves are financed by the Member State; yet, it offers limitless liquidities on demand to the private banks. In a rational banking system the banks must respect a given prudential ratio so that the credit they offer to their clients rests on money deposited as fractionary reserves in the ECB: In such a way, the effective banking credit corresponds strictly to the financial lever made possible by these reserves and the prudential ratio. Once the amount is exhausted no more credit can be dished out without the deposit of new fractionary reserve in the Central bank; and these additional reserves are to be derived from the profits the private banks make on their loans and investments in the real economy. The current hegemony of the so-called universal bank has changed all that (despite the façade of the Basel III rules or their American counter-part the Dodd-Frank. Seehttp://en.wikipedia.org/wiki/Basel_III ) 

The system has thus become utterly absurd: The central bank – thus the tax payer who through the Central bank’s reserves is the only real “lender of last resort” – offers liquidity to the private banks at 1%, or even much less in the US; it does this at will without any links to the real economy. The private banks – which were already saved with public funds but nonetheless remained in private hands … - use this easy money to buy the sovereign debt on which they slap the added weight of the spread (the effect of risk evaluation). They do so with the help of rating agencies closely linked to the private banks; these agencies come up with admittedly “subjective” evaluation as advertised on their home page in order to prevent any court actions such as were recently initiated by Italy against Fitch and others …) They take limitless quantity of money from the Central bank at 1% or less to buy State bonds at a much higher rate thus making huge profits (at the time of writing Italy was paying around 5 % in interest rate; as for Greece, it is now forced to finance itself on the very short term, days or months, simply because the cost of the 5-year or 10-year bonds necessary to stabilized the financing of the debt has become prohibitive. One only needs to raise the question: If a 17, 5% interest rate is slapped on a 10-year bond what should the growth rate be to allow the State to finance such a debt? Add to this the fact that the cumulative decline of the Greek GDP since the inception of the crisis amounts to – 20%. Nothing extraordinary: It all results squarely from the system in place, despite – or because – of the repetitive bailouts, which have now ruined the European (indeed the Western) States: from Greece, to Portugal, to Spain, to Italy and France; even Germany is now to be added on this list because it is fast entering the road of stagnation and recession (if only because it has strangulated its European partners with its neoliberal recipes even though they absorb some 50 % of their exports …) We are clearly dealing here with a system and rules which are totally absurd and which cause an exponential increase of the initial problem (CDS, OTC that are automatically induced) with every public bailout. 

(Added November 17, 2012: The neoliberal philo-Semite Nietzschean absurdity knows no bounds. The present American Administration, incredibly still advised by “maestro” Greenspan, finds itself grabbed at the throat by the so-called “fiscal cliff” born out of the falsely advertised temporary fiscal gifts to the richest 1% of the US population by G. W. Bush. Incredibly, its solution now consists in the possibility of doing away all together with the budget ceiling and the Gramm-Rudman Act, so as to allow the Federal Reserve to buy State bonds and other toxic assets from the private sector without limits any limit at all. (See Tim Geithner veut supprimer le plafond de la dette aux Etats-Unis, latribune.fr | 17/11/2012, 12:26 - 338 mots http://www.latribune.fr/actualites/economie/international/20121117trib000731552/tim-geithner-veut-supprimer-le-plafond-de-la-dette-aux-etats-unis.html . As of early January 2013, we know that the tax cuts to the rich are in effect made permanent while a symbolic income levy will be imposed on salaries over $ 400 000.00; this will not prevent deep cuts in Federal spending, although it marginally refutes the sanity of the Monetarist “flat tax” philosophy. Meanwhile, everyone knows that such a policy will not create much employment: therefore UI are preventively extended for some 2 million workers who are thus kept off the official statistics …) 
Thus to sum up: The prudential ratios have de facto been replaced by the printing press, in effect turning the taxpayers into the effective remaining ratio. No budgetary limits are needed because the FED can buy just by printing money ex nihilo (it now buys 85 billion worth … every month.) No high inflation is in the tube simply because of a definition trick which took long for these mainstream people to understand, namely that inflation is mainly calculated over M1.  At the origin, despite my critiques, they even thought that by pumping out limitless liquidity for the speculative banks, this would trigger hyperinflation thus forcing the cost of the debt on the workers and on the foreign creditors, mainly the Chinese. Of course, this never materializes, but no one is saying booh! simply because it does not fit their textbooks strictures. The Emperor is naked but surprisingly still pretends to be the master of the world! The prime Monetary Aggregate M1 stands more or less for the salary mass, one which is still strangulated by a consumer’s basket intended to be at the subsistence level, and yet still revised downward with the new definitions of poverty. No wonder then that inflation is kept within “acceptable” limits, with the exception of imported inflation, which is more difficult to control. 
This tentative to control inflation without strangulating low wages would certainly be more rigorous if the disparity between the minimum and highest salary was not well above 500, but hush! This cannot be told, it has no part in the Monetarist dogma either. Meanwhile there are no limits placed on M2 and above all on M3, i.e. on the liquidities pumped out by the central banks and quickly transformed into ballooning speculative instruments and conduits. In fact, the FED has stopped calculating M3 altogether. Thus, despite the economic and financial crisis, the speculative economy has returned to be 10 to 12 times the size of the real economy. The Monetarists may not have computed all the pertinent variables: The Chinese still believe that economic value derives from human labor and are not to enthusiastic to buy all these Kerouac dollars. Not even the great author of the absurd, Ionesco, could have imagined a world so rigorously bent on its own ontological folly, one which really is “nihilist and awakened.” Despite public discourses, even Volcker during his Monetarist counter-reform of the 80’s had retained the American characteristic of being more pragmatic than crassly ideological. Today, for speculative finance, even the timid so-called Volcker-rule seems like a slight obstacle to avoid through minor restructuring.  

This being the case I have asked a simple question: If the system is proven to be absurd why is it still implemented as if it were not, even in the Eurogroup? I have offered the rational many times in my writing: We are dealing here with a philo-Semite Nietzschean socio-economic choice – including “once more” in Italy the country that had to endure more than two decades of M. Sarfatti and Mussolini. The regressive choice is to coerce people to accept the sharing of poverty among the masses of citizens and workers for the sole benefit of the higher decile, and worse still the higher 1 %, instead of sharing socially available work among all citizens capable to work for the same initial pay but with increasingly higher social benefit coming in the form to the “differed salary” and the “global net revenue” of the household, on top of the individual capitalist salary. 
This was done by the government of the gauche plurielle with its 35 hrs working week: It was a huge success, the so-called natural or structural rate of unemployment declined under 9 %, households were spending more therefore inducing growth and, above all, the fiscal base was preserved allowing the Jospin government to bring the French debt under the Maastricht criterion at 59 % of GDP. French workers were then working effectively 39 hours on average, including overtime; meanwhile, the American workers often reduced to holding 2 or 3 badly paid part-time jobs simultaneously, were effectively working 34,5 hours a week on average! Notwithstanding this undisputed statistical data, Samuelson, who had never been able to understand any thing regarding human labor and productivity, was abusing his reputation to idiotically speak about a “lump sum of labor theory”. In doing so he was still talking on his own “authority” (!) laboriously pretending to ignore my arguments as he and Solow had done earlier in the 70 when they entered on a controversy about the proper function of production with Sraffa and Robinson – who did not have a much better idea of productivity than they did – but cautiously did so through student proxies. It is a total shame. It defies academic ontology in an idiotic philo-Semite Nietzschean and Burkean fashion: it has no future. (See the Note 15 on John Galbraith in my  Keynesianism, Marxism, Economic Stability and Growth (i.e. Livre III), as well as the draft book Hi-Ha! The donkish visual hallucinations of bourgeois economists available in the Books section of this site.) Obviously, we are dealing here with a conscious strategy aiming at the “dalitisation” (from Dalits in India) of European and Western workers: This is why they all sing from the same script praising so-called uniform  “structural reforms”; meanwhile has the great Opera singer Cecilia Bartoli sings it : “ e 'l nocchiero spaventato/spaventato/già s'aspetta a naufragar. ”. http://www.youtube.com/watch?v=rISjBGOtHhs )    

4) How does the State finance its sovereign debt?
 The State budget like any balance book has a double entry. On the revenue side we can list the various taxes, in particular the taxes hitting labor and again those hitting labor indirectly again by means of the value added tax (sometime called GST.) On the spending side, in the State role as a sovereign subject, are to be counted the expenditures incurred to oversee the general interest of all its citizens (infrastructures, defense and security, social services etc.) To these must be added of course the cost of financing the public debt, one hugely increased by the repetitive bailouts of the private banks and enterprises and by the ridiculous imposition of spread causing CDS. (CDS on public debt must surely be the summum in absurdity since it is the State and not the private banks which guarantees the legal tender of money …and the solvency of the banks.) 

 

The Western States, European States in particular, have chosen to mange their public finances under the rigorous hegemony of the private banks. They do so through a conception of public finance called “primary budget surplus” or “primary budget deficit”. The conception is typically used in a backward fashion. In brief, the primary budget surplus or deficit represents the positive or negative amount resulting from the subtraction of spending from revenue, clear of the cost of debt financing. If this primary budget is in deficit big troubles lie ahead: The debt, the cost of its financing, grows faster than the available primary budget and there is no hope of reimbursing any part of the principal. Indeed, the financing will have to be done through fresh borrowing from the private banks – already saved, free of charge, on public funds - at an increasing rate of interest as the sovereign risk deteriorates. Interest piles up on interest and it soon becomes a vicious circle without end aside from full or partial default. To lower the debt, at least on the long term, without changing the rules of the game, one must theoretically enjoy a primary budget surplus, thus permitting the reimbursement of the interest plus year after year a small part of the principal. From this we get the logic underlying the Fiscal compact and its suicidal timetable (which is now relaxed in the case of Greece and soon of others, given its perverse ontological lunacy.)

The real question then becomes: How does one achieve this surplus? Our leaders are indirectly or even directly chosen by the private banks as illustrated by the trusteeship diktat letter send by Trichet to Italy in 2011: this was a crime in an by itself, because an external decision was made to sacrifice everything and all, including the central objectives of the Italian constitution, just to repay the debt with this inept strategy. Moreover this choice is made knowing full well that this strategy cannot possibly work without a drastic change in the rules of the game written for the so-called universal bank. 
Take Italy: Cutting governmental spending in a country where 10 % of the population cumulates more than 47% of the country’s wealth and where the average salary already was the lowest in the EU aside from Portugal, can only mean linear cuts regardless of what is being cut. These also weigh drastically on the financial resources made available to Regional and local governments, embodying the largely anti-constitutional so-called “fiscal federalism”. This happens in a country which is establish by its constitution as a “Repubblica, una e indivisibile” while recognizing autonomous areas due to their historical background. Moreover this fiscal federalism implemented transversally but made worse by the reactionary and xenophobic Lega and by the Berlusconi’s government is intended to force privatization and the lowering of “costs”: Hence public services even when they are partially privatized but partially reimbursed by the State have to substitute so-called “historical cost” with “standard cost”, this last being established by a two-tier system now under hegemony of the private sector, if you will by the “market”. Not surprisingly there was an onslaught against public health care, public pension regimes, education and research, security. In this specific case only with regard to the police excluding the sanctuarized unconstitutional armed missions outside the country’s borders and the financing of useless but costless weapons such as the F 35 – whose acquisition comes complete with a foreign military doctrine that cannot square with Italy’s Art 11 however you like to read it, even with Gladio’s eyes as was the case for De Gasperri. The acquisition of the F 35 constitutes a procurement program which goes against the Eurofighter, against national R&D and which, in any case, other allies have come to abandon. Etc.)

Of course such an economic course can only impoverish the concerned households and trigger the downward socio-economic spiral. Less internal spending, which as far as the consumers’ spending is concerned accounts for more than 60 % of GDP in the EU (and more than 70 % in the USA) only means that citizens and households will spend less, causing the enterprise to sell less, at least domestically, but the primary budget logic is presumed on GDP trends. Yet, eve when this level of deterioration is reached, the government still insists (It was very clear in Italy with the regressive labor Law 30 – nicknamed Trentatreu – and its sequels leading to the current vulgar cruelty of ministers in charge who cannot even offer the precise number of people left without any coverage (they are savagely called “esodati”) given to the unplanned and unphased drastic changes in the laws. All this goes hand in hand with a dismantlement of the labor laws generalizing on the experiment conducted by Marchionne against the workers of Fiat. This included the so-called mini-Taylorism, and increasingly the replacement of permanent employment by tens of forms of part-time and precarious work (with an increasing number of contracts for “missions” of 3 days and less …) This kind of work contracts naturally comes without much legal or union protection, if at all, the ideal being a one-on one contract between employer and employee, at least when rampant so-called “lavoro nero” cannot be avoided altogether. (This last accounts for some 27 % of GDP) Not surprisingly this new labor regime causes an average of 3 to 4 deaths on labor sites daily and close to 20 000 yearly declared serious accidents implying the use of workmen compensation. Of course, this caused and continues to cause an outcry, largely ignored by the leaders; meanwhile, the power of labor inspectors is slightly increased but the number of cars and the gasoline available to them was drastically cut back. This is not peculiar to Italy as you know. As Marx wrote in Das Capital when he was analyzing the fate of impoverished workers in GB: “de te fabula narratur.”) On these pitreries established as public policy see  La grande guerra dei rating (2011-2012) di  Giorgio Gattei http://www.contropiano.org/it/archivio-news/documenti/item/6654-la-grande-guerra-dei-rating-2011-2012 ; Stanno privatizzando il diritto del lavoro Written by  Umberto Romagnoli * http://www.contropiano.org/en/news-politica/item/6438-stanno-privatizzando-il-diritto-del-lavoro ; Incoesione sociale http://www.contropiano.org/en/news-politica/item/6777-incoesione-sociale (''«Cherry on the Sundae» to conclude with: 687 thousand contract have had a duration of one (1) day.''. The government’s conclusion was quick in coming : there is still need for more labor flexibility and for the total dismantling of the Workers’ Statute namely Article 18 !!!) translation mine ; See also the "riforma delle pensioni" secondo l'Europa Written by  Redazione Contropiano http://www.contropiano.org/en/news-politica/item/6865-la-riforma-delle-pensioni-secondo-leuropa; Conti Inps e "buco Inpdap" Written by  Amerigo Rivieccio *    

See also: http://www.contropiano.org/en/archive/archivio-news/item/11528-conti-inps-e-buco-inpdap ; Dismettere cosa? Written by  Redazione Contropiano Monday, 22 October 2012 12:03 

http://www.contropiano.org/en/news-politica/item/12017-dismettere-cosa?; e Acqua e servizi pubblici: la Consulta smentisce Berlusconi e Monti 
And Written by  Redazione Contropiano http://www.contropiano.org/en/news-politica/item/10366-acqua-e-servizi-pubblici-la-consulta-smentisce-berlusconi-e-mont

 HYPERLINK "http://www.contropiano.org/en/news-politica/item/10366-acqua-e-servizi-pubblici-la-consulta-smentisce-berlusconi-e-monti"  i )

Curiously, taking increasing unemployment as a convenient pretext, these people still pretend that there is not enough “labor flexibility”. Thus, in the main only part-time and precarious jobs are being created (56 % of new jobs in Italy for instance, the last time we checked) sometimes lasting no more than one single day, while a wage reduction trend is enforced – this comes on top of the residual inflation which eats real wages up as much as taxation rates. Such employment is paid so minimally that it often falls into the tax free trap; however, precarious employment pays no or little payroll contributions – pension, UI and other social programs – given that these are now seen as an unbearable weight on “labor cost” intentionally confused for the more meaningful “cost of production” which generally questions management and governmental practices. 
The truth is that Neoliberalism tried to “return” to the old days of classic liberalism and savage competition when labor was individually paid only when the individual worker worked, independently of periods of inactivity forced on workers through “no fault of their own” … Middle-classes (“white collar workers” as Mills Wright called them) are rapidly impoverished while “blue collars” are quickly dealt with … including by a crapulous tentative to legalize euthanasia propaganded as “death with dignity” simply to free up hospital beds in largely privatized hospital structures now increasingly ran as large enterprises. Despite the Hippocratic Oath, some doctors even increasingly see their offices as Small Businesses which mission it is to prescribe (or push through) costly non-generic drugs hand-in-hand with private pharmaceutical firms – which instead should be nationalized under a public pharmacare program in order to control costs and drug efficiency. Not to speak of palliative care now increasingly ran as fast-tracks corridor to death (The truth is that more than 80 % of cancer patients die of infection often induced one way or another, rather than from their cancer …) 
Contrary to this regressive backward jump from civilization, I have demonstrated that, based on scientific Marxist theory, pensions and safety nets are far from being an added cost on labor or even on production costs: Indeed they are and should remain an integral part of the paycheck, the latter including the three forms of the “global net revenue” of the households, namely the “individual capitalist salary”, the “differed salary” – pension and UI in particular – and the “global net revenue” of the households which includes the first two plus the various transfers to households in the form of access to universal and preferably public social services and in the form of a secular universal education system. French workers are quick to recall the saying of the great socialist and pacifist leader Jean Jaurès: Public and social services are the cherished property of all those who have no real access to private property. These three forms of the working household revenue is easily explained by the fact that labor power must be reproduced within an household – of various size – even when it is not capable to actually work because of old age, accidents, sickness, training and the like. 

We should underline the heavy fact that aside from payroll deduction, most of the revenue of the neoliberal State is now accounted for by Income taxes and Value Added taxes always mainly paid by workers as workers or as consumers. Here are the numbers for Italy, they speak very clearly on their own:  (See il Conto trimestrale delle amministrazioni, www.istat.it/it/archivio/72103 p 2 (Résumé: During the II quarter of 2012, in million euros: direct taxes: 56 691; indirect taxes: 57 996; total capital taxes: 1 524 (0, 2 lower than the I st quarter.)  Meanwhile we all know the neoliberal public policy trick embodied in the so called “tax expenditures” system: they now amount to hundred of billions (around 120 billion euros in France for instance, a country with a still efficient public administration  ...) 
The trick consists in the fact that what is not seen is not dangerously discussed: Hence once established the costly tax expenditures disappears form the budget which can then always be presented as precarious. These tax expenditures cost much, much more than the old unfairly decried direct subventions ever did and have much lesser results, often acting as destructive analogs of competitive devaluation. Moreover if new revenues are expected tax expenditures, exoneration and credits to capital are quickly and preventively put in place before they materialize for the public eyes: The most ludicrous example of this ploy is that offered by Monti in his Agenda (see www.agenda-monti.it , p 5): Given that the lowering of the spread by some 2 % means economies of some 50 billion in 3 years, he quickly proposed to replace payroll contributions by the employer with tax credits thus sending the weight of social contributions on the an evanescent general fiscal base (a pure theft on wages and global net revenue.) In the end, this means that residual social programs will have to suffer further cuts … to balance the budget! Moreover, given that the sovereign debt continues to rise with respect to GDP – it went from 120 % when Monti took office at the end of 2011, to more than 126,4 % now – the cutting pressure will remain and it will be held firmly in place by the preventive tax expenditures and credits … Before Monti’s government collapsed, a Cutback blueprint (Legge di stabilità) was transversally voted including by the renegade socio-democrats: starting on it page 73, it spells out the enormous cutbacks to be implemented in 2013, 2014, and 2015 in (a vane) compliance with the calendar laid out by the Fiscal Compact and the so-called no-deficit golden rule. (See http://www.senato.it/service/PDF/PDFServer/BGT/00687538.pdf )
Meanwhile, the industry will contract a further 7% of GDP (see http://www.repubblica.it/economia/2012/09/12/news/nuova_flessione_a_luglio_della_produzione_industriale-42391465/?ref=HREC1-11 Quote: “On average during the May-July quarter the index registers a conjunctural contraction of 1,2%; looking at the first 7 months average production is contracting at a 7 % rate on an annualized basis. (...) the industrial production for vehicles in July shows an annualized contraction of 9, 9%, while during the first 7 months of 2012 the contracting trend is equal to 18, 7 %, these numbers being corrected for calendar effects.” (translation mine) But this is not the whole picture: if we look at the time frame from the inception of the crisis in 2007 to November 2012 the industrial production had dramatically decreased a – 30 on average in the North to close to -50 in Southern regions See: www.wicomwebspace.com/avanti/?p=2356 ) This is despite the late marginal increase of exportations; the same Chicago Boys phenomena is registered in Spain, but we know that all countries cannot possibly bank on rising exportations to repay the debt at the same time …Meanwhile, the GDP continues to fall and precarious workers are often relegated into the no-tax area and deprived of real social contribution; consequently the fiscal basis diminishes drastically thus rendering always more hazardous any tentative to stimulate internal demand and of course, in the end, to maintain the already tight budgetary balance. This fiscal erosion trend can be verified for 2010 (which was characterized by a timid growth!!!) One can expect that when Eurostat will give us the new series it will be worse (See Tax revenue in the European Union in http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-SF-12-002/EN/KS-SF-12-002-EN.PDF )  

It would be plain wishful thinking to believe that this downward spiral might reach bottom allowing the economy to bounce back. This is because we are not any longer in the usual configuration of the cyclical crisis generally inscribed on a general economic growth trend. Moreover, we know that without a just sharing of socially available work, the secular micro-economic productivity increase will continue to « free up » human labor forcing it through a workfare largely disconnected from real productivity and into precariousness. We know that the “invisible hand” which is blindly and ideologically maintained against the inherent cohesion implied by the Equations of Simple and Enlarged Reproduction, causes enormous waste. This is because the “invisible hand” favors private accumulation against a socio-economic logic geared to satisfy real individualistic and social needs, the satisfaction of the latter being a mere chance possibility, never even minimally guaranteed, instead of being the main objective of the reallocation of community resources for the benefit of the community. It is disingenuous to pretend that where there is a need there will be a supply: It is always supply for a price, supposing a solvable demand structure, one which is not best sustained through the precariousness of work and wages. We equally know that the ability to absorb the freshly free-up labor by increased productivity through the introduction of new intermediary sectors (Alfred Sauvy’s “déversement”) will not function with the efficiency known in the past, above all after the Second World War. Today, the new intermediary sectors are more often than not extremely capital intensive; moreover they tend to replace and displace already existing products (for instance the Olivetti electronic typewriter was replaced with the PC, although on average a very small fraction of its computing potential is ever used; however, it makes safe storage of data a crucial business instead, and paradoxically doubles both paper and electronic filing at a tremendous added energy cost; this is done without eliminating the menace already lurking, namely the natural erasing of data on old storage means.) 

We also are apprised of the fact that the new world redistribution of wealth is changing with the emergence of new economic powerhouses. This was dramatically illustrated a few years ago by the revision of the Chinese GDP (although one hopes that the Chinese will not ignore the dangerous ontological and methodological limits of the Marginalist theory and statistics which lead to this bourgeois public and private accounting method. I am not only talking about the limits pointed out by Jacques Barraux – see his excellent “Que mesure vraiment le PIB” in Economia,  n 15, Septembre 1975. I am specifically referring to the Marxist function of production reintegrated within the Equations of Simple and Enlarged Reproduction.) 
This implies the ending of the ill-devised and destructive so-called “asymmetrical interdependency” wrongly thought to naturally favor Western State over their more “backward” partners; it implies the pathetic inanity and failure of the European emulation of the Chicago Boys strategy implemented in Pinochet’s Chili, or that of the Monetarist crowd in general in Latin America and Africa: Namely to produce in order to export and repay the interest on the debt with the foreign reserves thus gained. As we know in Latin America and Africa the situation had deteriorated so much that it soon became barely possible to repay the interest and nothing more (thanks to what is now called haircuts, according to current European parlance.) In Europe, this strategy comes with an added perverse twist because it is applied to all member States simultaneously, so that it becomes difficult to figure out who should buy these increased exports which, in any case, remain in cut-throat competition with those produced by emerging countries with similar machines but much cheaper labor forces. Add, as we have illustrated above with the Italian instance, that to gain a surplus in the trade balance, the internal socio-economic conditions and hence the internal once highly solvable market is utterly sacrificed and you will soon understand the suicidal course that has been taken with blind zeal. Small wonder that even Germany, the foremost exporter in the World nowadays, is tumbling down since half of all its exports goes to European partners … When all is told, according to the Marginalists, the return to a growth path will resume when the physiological level will be reached by labor (according to Solow and tutti quanti in the framework of their lunatic “razor-hedge equilibrium”.)

As Marx demonstrated against Malthus this physiological level is really a positivist ineptitude, because it always depends on the level of civilization reached by the various societies. Because of the global free-trade, the physiological level of the Monetarists does create a downward spiral towards the level of the most impoverished masses on hearth namely the Indian Dalits, but it does so while even the fate of the later is deteriorating as India is dangerously opening itself up to speculative capital. As we know the average longevity of the Dalits is barely around 40 to 45 years and indeed numbers do show that the secular increase in the average longevity in the US is being reversed, not to speak of the infant mortality in the poor neighborhoods of Washington, just behind the White House, which was higher than that of Bangladesh in the heydays of the Reagan Monetarist counter-reform… 
More seriously still, the fact remains that the physiological level is squarely based on the absurdity of the individual capitalist wage. But it is individual capitalist salary which is determining global competition since the present anti-dumping definition implemented in free-trade areas and in the WTO officially excludes from its calculus any reference to labor rights – even those accepted within the Monarchical tripartite ILO – or to environmental criteria. Hence, the individual capitalist wage has become the unique adjustment variable, rendering pensions, healthcare, education and other social services evanescent. In this way, the supply-side economic theory has exhibited all its ontological vacuity and its precious splendor just like Apollinaire’s “Peacok” (see le Bestiaire in Alcools.) Its main effect is to aggravate the main contradiction inherent to the Capitalist Mode of Production which opposes over-production and under-consumption with all the defects pointed out above, including those undermining the fiscal policy and democracy itself. 
It would however be silly to think that the leading classes believe in their own gospels churned out for the benefit of gullible masses and laborious servi in camera: In particular, they have no desire to increase the well-being of the general population; ever since the collapse of the USSR their desire is to turn back the clock on all popular conquests. In fact, the conscious design informing the so-called “structural reforms” consists in structurally lowering the salaries paid out by Western firms thus hoping to save them from increased foreign competition. Thus Greece is systematically and cold-bloodedly strangulated and forced to quickly reduce its salaries to the level of Italy and Portugal, which already are the lowest in the Eurogroup but still considered to be too high - not to speak about payroll social contributions now seen only as a weighty labor cost which our incompetent and parasitic capitalists “entrepreneurs” cannot shoulder. What is at hand is what I have described as the forced “return to a new domesticity and a new salaried slavery”. 
The capitalist quandary is easily explained: If productivity allows a greater production of goods and services with less physical workers, if modern capitalism effectively needs to employ around 20 % of the total labor force – a level already well in sight – the problem becomes: What to you do with the remaining 80 % if you refuse to share socially available work together with the wealth only produced by human labor? Needless to say the philo-Semite Nietzschean drifting which I denounced in my “Nietzsche as an awakened nightmare” (see the Books section of this site) goes to the heart of the current regression, its renewed tentative to travel toward “midnight” in their Grand Master’s simplistic pseudo-astronomic parlance. See also my Note 15 on John Galbraith (Book III, in English.) 

There is another illusion to preventively dispel, namely that of a GDP growth pulled by the unfettered development of speculative services. These accounted for 3 % of GDP less than two decade ago in the USA but more than 9 % today! This trend has no future because invariably the time for a “reality check” always come when speculation is involved, although it now comes in the unsustainable shape of bailout plans and partial sovereign default masked by “haircuts”. 
To be sure, capitalist overproduction is not an absolute concept but is to be understood with reference to social needs. We should avoid here the same positivist mistake that was committed by Michels with his so-called “iron-clad pauperization and salary trends” falsely attributed to Marx. It is a relative concept to be properly understood in terms of exchange value in reference to the social of global demand of the system analyzed taking subsystems into account. We are precisely dealing with Social National or Multinational Formations – like the EU- because they define the “space” in which exchange value is necessarily created (or else, we could do away with foreign exchange rate altogether, including in the form of the present free-float system. We could do away with the Nafta 66% content rule etc as well as with other domestic norms and regulations.) 
In a modern and complex society, comprised of many sub-sectors and intermediary sectors, overproduction is defined as the other aspect of under-consumption: Given the importance of household demand (to be distinguished from productive consumption in production processes) which amounts to over 70 % of GDP in the US and over 60 % in the EU, I have signaled the crucial importance for the sustained socio-economic coherence of what I called the “structure of v” (see below), “v” being the variable capital of the function of production, which includes the three forms of the household revenue described above (individual capitalist salary, differed salary and global net revenue.) Consequently, without a radical change in the rules of the game, capitalism suffers again the pangs caused by its intimate “animal spirits”, those knowingly denounced by Keynes.

Accelerated privatization must be added to this long list of neoliberal woes. Given that the drastic cuts in spending are not enough to ensure by themselves the primary budget surplus necessary to repay the debt, the governments quickly sell – to their private sector friends – the remaining State-owned utilities, including water, at garage sales prices. In Italy, such a liberalization-privatization policy is now being implemented despite the huge referendum victory won by opposed citizens. In fact if justice and the higher constitutional instances were to function properly these measures would be quickly invalidated by the Constitutional Court and many of these “signori” would quickly end up in jail, as would only be fair. Be it as it may, thanks to the spending cuts, the privatizations and the new municipal tax IMU, Italy pretends to have a primary budget surplus around 5 % albeit destined to fall around 3 % since there is little left to cut or sell. Meanwhile the country’s debt continues its inexorable rise (it jumped from 120 % of GDP in 2011 to more than 126% in only one year thanks to Monti and Co, a crowd who is well in tune with Draghi having been educated and fed on the same pastures provided by Goldman & Sachs and the Vatican schools and universities … In reality, as explained by Gattei the discipline induced by the Fiscal compact and now inscribed – illegally I maintain – within our Constitution born with the Resistance to Nazifascism, implies continuous yearly cuts for the next twenty years (at least). That is according to the computation of Marginalists themselves who up until recently pretended to negate the downward spiral which they still feign to ignore publicly. We all understand that these cuts are intended to be permanent without any real possible increases for salaries, at least until the wages paid by foreign competitors do rise. 

Giorgio Mattei writes: “The first tie consists in the obligation to have a balanced state budget, so as to cover public spending with fiscal revenue. Since the interest on the existing debt is included in public spending, the signing governments agree to come up with a primary budgetary surplus, meaning a positive balance. Were no new debt incurred, what would happen to the existing one? Here the second tie enters into play as it sets up the rules to eliminate the part of the debt exceeding 60 % of GDP within 20 years, 60 % of GDP being the Criterion set up by the Maastricht Treaty. To visualize the effort expected from the so-called “pigs” we consider the case of Italy: with a public debt that flirt with 2000 billion euros (120% of GDP), one would need to reduce it by half in 20 years with deep annual cuts amounting to 50 billion euros (50 x 20 = 1000). However one must remember that there are interests to be paid on the existing debt (though this is diminishing due to its progressive reduction); it is therefore estimated that a primary budget surplus of around 65 billion yearly will be needed; this surplus having to come from taxes even without public spending!) (See : http://www.sinistrainrete.info/europa/2293-giorgio-gattei-la-germania-contro-tutti.html ) Gattei was somewhat on the optimist side when he wrote, though he does a wonderful job in explaining the deadly logic implied (in fact, the debt rose from 120% to 126,4 % of GDP in only one year under Monti’s watch. But Monti and his masters are philo-Semite Nietzschean enough in their typical use of the guilt-inducing vocabulary: The capitalists “pigs” have forged the acronym “piigs” to characterize the citizens of countries that are bailing them out: we have seen this trick many times before, it is a crime in and by itself.) The scenario described by Gattei is dark enough, but he takes good care in adding that there remains some 600 billion euros in State-owned assets to privatize in Italy. Thus, the constitutionalized balanced budget rule, now added to the cutbacks implied by the Fiscal compact, creates a cage from which there will be no escape safe with a radical change of the rules of the game. To add insult to injury, stiff financial penalties were slapped on this regressive policy and what is more they would be imposed by the European courts when the fiscal compact calendar is not respected. This in effect amounts to a judicial coup against national sovereignty. We should stress that social affairs remain an exclusive national power. See http://it.wikipedia.org/wiki/Fiscal_compact )

The strategy implemented by the neoliberal European governments is being met with results that frontally contradict its expectations: a simple glance at reality proves it. Today, in Italy, the income tax revenue (IRPEF) goes entirely to repay the public debt that is to say in the hands of private banks. Therefore, it cannot be used to finance the national solidarity programs enshrined in our Constitution, though these programs would now have a crucial role to play as economic stabilizers to sustain internal demand. This positive role had already been singled out by Lord Beveridge at the beginning of the Twentieth when he placed the preservation of social rights before private property. It is clear that it the citizen pays less for a publicly financed high-quality health-care system, his-her individual capitalist salary will go a lot further for his-her other expenses. The same can be said of public pension schemes and other publicly founded social programs. In Italy for instance the constitution establishes as its main principles a mix economy, fair treatment for labor, national solidarity and state-owned enterprises in strategic sectors without which neither the development nor the independence of the country can be secured.

The legitimate question to ask is: If this policy has turned out to be a patent failure, why is it still implemented by the governments? I have already answered this question, for instance in my Livre-Book III entitled Keynesianism, Marxism, Economic Stability and Growth (see a summary of the argument in the Note 15 on John Galbraith.) With the free-trade regime the Western enterprises succeeded in destroying the counter-power vested with the unions and their collective bargaining. This was achieved with the renewed philo-Semite Nietzschean complicity of social-democrats despite the constitutionalization of this socio-economic counter-power in many Western countries, and in particular in Italy where dignified labor and national solidarity were enshrined in a Constitution directly born from the Resistance to Nazifascism; they did so in a cold-blooded regressive mood without understanding that this counter-power did in fact represent the very foundation of wealth and growth simply because it helped maintain internal demand. Furthermore, the non-speculative economic services are tied up with the various bureaucracies – intended here in a wide sense that includes research -, these private and public bureaucracies being a mere effect of the division of labor and as such necessary to production and reproduction. If the primary and secondary sectors are disposed of with the hope to eliminate the traditional working class (blue collars) together with its strong unions and often its Marxist-informed parties, this political choice ends up being suicidal. It is like cutting the branch on which one comfortably sits. Despite the illusion of many pitres such as Cini – who was in any case very poorly prepared and acting outside its discipline – with there so-called “immaterial economy”, without a primary sector and a manufacturing industry on which to flourish the service industry is many tied up with speculative sectors, the very same that are now ruining both the real economy and the State, as we explained above. 

Of course free-traders thought they could substitute domestic production with cheaper import. This was done in a silly emulation of the Repeal of the Corn Laws and took the form of what I dismissively called “wal-martyrization”. The problem then becomes: How are these imports financed? Selling our national industries to foreigners with the hope that they would continue to produce in their host-countries is a plainly inept (and at a minimum requires an intra-zone content level in order to be partially off-set.) This places us in a structurally vulnerable position. If these enterprises and industries are part of the military-economic complex, the vulnerability then extends to national security as Vernon had noticed some two decades ago when he noted that a third of all military gadgets were produced in Japan. 
Indeed, even if sufficient direct foreign investment could be attracted with these garage-sales and other neoliberal policies, the concerned States would still need to deal with the very serious problem engendered by capital outflows. Note that this does not happen in Italy since the last 25 years, the residual foreign investment being more portfolio, hence of the banking-financial speculative kind; it mainly goes to finance the public debt thanks to the deep penetration of foreign banks such as BNP Paribas and others such into the national market. No doubt this strong foreign presence explains the partial if not entirely fake statistic according to which more that half the sovereign debt still is in the hands of “nationals” (Note that, incredibly (?), the law forbids any clarity on this subject: so much for information as a fundamental right deemed necessary for informed citizens to exercise their democratic rights; so much too for so-called “rational choice” unless it be of the known “fuzzy” kind we all know about.) 
Years ago there were talks of comprador elite. In truth not all States behave similarly. It does not work quite like this when we deal with Germany and France, because these countries know how to be and how to remain great countries. They act differently: instead of simply complying with European directives or with those of the GATT now the WTO as Italy sheepishly does, they actively participate in the formulation of the regional and international accords in order to protect their national interests in the absence of a good definition of anti-dumping. Just to provide a single albeit far form isolated instance, just consider the utter devastation of Prato together with the Italian textile industry; this happened despite the economical input derived from the historical know-how – dies and style – associated with the “Made in Italy”, simply because Italy failed to protect its national interests when the Multi-Fibres Accord was re-negotiated. While Italy sells Montedison, Edison, Alitalia, part of the public utilities Enel, Telecom, Finmeccanica etc, etc, the other great European countries make sure, when they liberalize and privatize at least in part their own market and their State-owned enterprises, to substitute their own so-called “national champions” in an attempt to balance the current accounts without sacrificing their national power, and thus in part at least, the well-being of their own citizens. In short they see the EU as a larger Social Formation more fitting to the expansion of large enterprises than the prior national one. Italy finances the F 35 neglecting the Eurofighter or at least an alternative European project which would preserve the technological and socio-economic coherence of the military-economic sector, simultaneously making it compatible with the Article 11 of the Italian Constitution (repudiation of war as a mean to resole international conflict) an Article well in tune with the letter and spirit of the UN Charter. These liberalizations and privatizations are thus implemented for the sole benefit of the usual and noxious “furbetti” whom, by a mere look at the results, could never be portrayed as being minimally competent. Indeed, the fact that Italy’s national accounts are neatly soaked in red come to no one surprise to anyone. Thanks to the national elite incompetence and subservience, major European and foreign powers see the Peninsula as it was seen during the Renaissance Wars of Italy: a rich land to be plundered.
Free trade enforces a devastating direct competition among Western working citizens and the less-paid workers the world over. Western capital fancied that it could destroy the traditional industrial sectors – exporting them in lower-cost countries – while compensating this strategic choice with the exponential development of the service sectors. Consequently all the various free-trade treaties are based on a silent doctrinal trick denounced by very few persons aside from myself: The present anti-dumping definition. In brief, this anti-dumping definition, which otherwise would protect national productions, was written to exclude any reference to labor laws as well as any reference to environmental criteria. This is coldly intended to trigger the vicious Marginalist function of production framed up by Robert Solow at ali and make it unleash its destructive power on a global scale. This function of production was imagined as a return to class-economics disguised by useless mathematics; this return was aimed at the timid scientific reform of the “dismal discipline” pushed through by Keynes and Harrod and few others following in their footsteps, thanks to the modicum of rationality propelled by the fear that had been instilled by the Great Depression. 
It is a pure forgery (if it were not you would have to suppose that the young Solow was an imbecile and even more so those who conferred the Nobel Prize to him to recompense his masked ineptitude formalized in his 1956 article.) His function of production is written thus: Y = f ( K,L) where K is the capital (meaning presumably constant capital …) and L is whatever you like it to be, be it available labor at full employment or not: Clearly that was a tentative to reverse Keynes’s advance – made as we know from his knowledge through Sraffa and Gramsci of Marx’s cycles of capital. The result is to rest global competition on the absolute flexibility of labor, of course considering only the individual capitalist salary, pensions, UI and socials services being merely considered as superfluous costs adding to “labor cost”. In such a fashion, the only equilibrium that can be reached for these tenured donkeys is a razor-hedge equilibrium squarely based, as Solow himself writes without more precisions, on the “physiological level”! Based on Marx’s critique of Malthus I have already pointed out that no such absolute physiological level does exist: A further poof is given by the dramatic slowing down of the average longevity curve in the West, this trend producing the beginning of a reversal in the United-States of the various Reagan-Bush-Clinton-Bush Jr.-Obama and all the others dominant philo-Semite Nietzscheans. As we know, albeit with some delay, capitalist Europe always follows in the American footsteps, and when it does it does so with the conversos zeal. Note also that Solow – and all post-Hicks so-called “bastard Keynesians” – shares all the scientific fallacies and theoretical pitfalls common to all bourgeois economic theories and to the Marginalist version in particular: Hence, that Solowian function of production cannot account for the genesis of profit in its own terms; furthermore, technology which is the key to productivity as we have seen above because it implies a deepened organic composition of capital, is underlined as crucial but then explained in strictly exogenous terms …

We are dealing here with a conscious and coldly calculated strategy. The current power-that-be and their political leaders, the same who cry so loud about the urgency of so-called “structural reforms” – more public spending cutbacks and more privatizations etc – are not blind, if only because they do read me seriously. This regressive strategy is nothing but a calculated political choice. It might work despite the strong dose of cruel socio-economic demagogy until the governments succeed in maintaining a parcel of legitimacy, even thanks to the infiltration of the Left, as happens in Greece and in Italy; this impedes the exploited citizens to speak autonomously for themselves, which constitutes a crime against democratic representation in and by itself. (In the USA before the elections you have witness even worse when the Democrats, though busily emulating Paulson at the Fed and elsewhere nevertheless pretended to be on the side of the Occupy Wall-Street movement … Berkeley in the late 50’s and in the 60’s saw the same strategy at work, perhaps in a more crooked version given the then Hoover-dominated FBI and its drug experiments on campuses and elsewhere…) The Regalian or sovereign power of the modern State itself, conceived as a Republic, is being destroyed and subordinated to the hegemony of the private banks and of the transnationals and their “private global governance.” Of course we are speaking here of the same banks and enterprises which would have ceased to exist without the repeated bailout plans and stimulus programs which in turn explains the explosion of the public debt. The inherent masochist instincts of capitalist speculative finance reign here unfettered: the World is their oyster, you know …                   

Not to belabor the point: Dear comrades, we should talk seriously; without changing the rules instituting the hegemony of the universal banks it will prove futile to ask for an exit from the Euro (or, in the jargon: the euroxit). This outcry is clearly ill-advised and beyond the point. Its main result would be to render useless and folkloristic the otherwise legitimate and urgent protests of working citizens. Remember what Marx wrote about the Commune de Paris and the Banque de France. The mobilization of November 14, 2012 was a popular manifestation of European solidarity, one which is urgently needed to counter-balance the power of the transnationals; it was not a manifestation against the Euro nor against European integration. It is not useful to oppose Milan and Florence. I also note that those who are now the most vocal about quitting the Euro, were entirely and disastrously absent from the debate during the referendum campaign which defeated the so-called neoliberal European constitutional treaty. They also were laboriously absent when the Italian Parliament was pushing through the anti-constitutional so-called “fiscal federalism” (The constitution declares Italy to be a “Repubblica una e indivisibile” …) which came with its own stringent regional and local  “golden rule” in the form of the Internal Stability Pact (pushed through by Prodi, with transversal support).  

It is true that the present rate of change of the euro is too high with respect to the US dollar. Lowering the level, which is a joint power thus one that does not belong exclusively to the autonomous ECB, a few weeks of respite would be gained thanks to the benefits derived by the exporting sectors. Yet, while this is desirable and long due, nothing would be solved in the long term. To humbly repeat: nothing at all will be solved unless a sovereign control is reestablished over the financing of the public debt. Given that the ECB has no mandate to buy the public debt directly on the primary market – Germany would understandably oppose it in current circumstances – it would be a waste of time insisting on it. The intervention of the ECB, and of the MES with its own conditionalities on the secondary market, that is to say in favor of the private banks, does not resolve anything either, but only makes the problem worse. So much so that even Mario Monti and his friend Mario Draghi did not show much propensity to resort to the OMT programs they came up with. 
That being the case, the road to follow would be to use sovereign power to create a public bank with a strong financial lever. If this were comparable to the 40 or 60 to 1 now familiar in the non-shadow banking sector, for 1 billion in reserve the public bank could dispose of 40 to 60 billion in order to buyback and erase the debt and offer very low and long term credit to the real economy, thus creating employment. If instead you give tens of billions to the private banks you only worsen the speculative and debt problems. As we have said, this public bank would have the specific mandate to buy and cancel the sovereign debt in order to create a much needed budgetary margin; this would permit the rehabilitation and strengthening of social programs, the quick introduction of a legal 32 working-week for the same initial pay, as well as the financing of low-rate credit to the small and medium size enterprises now suffocated by the persisting credit crunch. Indeed a paradoxical result of the repeated injection of liquidities created ex nihilo (QE I, QE II, QE III and other Twist with their mimetic European rendering with the Facility I, Facility II, FESF, MES and other LTRO etc …) is that the credit crunch has become so bad that the banks are now afraid to lend to themselves even overnight, thus forcing the central bank to take that role; needless to say, in such conditions they are very reluctant to lend to the real economy. At best, this primitive sacrifice of the real economy induced the dangerous relative growth of the speculative economy, which embodies the very heart of the problem, including the inexorable rise of the public debt. 

5) The “structure of v”: Individual capitalist salary, differed salary and global net revenue.
The Monetarists only see the so-called cost of labor referring to the paycheck. They do not understand that productivity is tied up with the relative decrease of the cost of production – that is the deepening of the organic composition of capital. Micro-economic productivity is also dependent on the optimum organization of macro-economic competitiveness, which benefits itself greatly from the public pooling up or mutualisation of risks implied by the universally accessible social services, and definitively not by their cutbacks or their outright elimination. This is why even a rapid exposition of the logic inherent in the “structure of v” is so urgently needed. This sends us back to the crucial importance of the three forms of household revenue, namely individual capitalist salary, differed salary and global net revenue. 

It will prove useful to present a figurative version of the Marxist function of production – the only one that can claim a scientific status – together with the graphic decomposition of the “v” part of the function, which represents “variable capital” going to the worker for his-her work and to his-her household where labor necessarily reproduces itself. This will graphically show the relevancy of what I called, following Marx, “social surplus value”.

The Marxist function pf production is written thus:

([..............c...........]+[.....v.....]+[....pv....]) = M
That is, “c” the constant capital (at least the circulating part of it which Sweezy called “used-up” capital) plus “v” the variable capital or revenue paid out to the worker, plus “pv” (surplus value which can also be referred to as profit) equals “M” the product of the production process formalized by the function of production.

Before we analyze the part that corresponds to “v”, that is the crucial “structure of v”, it will be useful to note that all societies, including the socialist and communist societies, will always need to come up with a surplus, indeed they will have to strive to increase it to the maximum possible in order to ensure the new investments necessary for Enlarged Reproduction to take place.  Surplus value invariably means surplus labor but not necessarily exploitation. Everything depends on who controls the process and for whose benefit (private or public.) Under the original or classical capitalist liberalism (wild competition with a “non combine” law strictly applied against labor and the unions …) the part corresponding to “v” was confined to the capitalist individual salary (with 12, 10 and then 8 and 7 hours of daily work following an inexorable secular trend toward the reduction of working time; holidays and sick leaves etc must equally be taken into account here.) Necessarily, under such a regime the whole family was obliged to work, including children who were forced to work in the mines and in the manufactures, even during night shifts. The enlarged family added to the residual link with the countryside substituted for the lacking safety nets. 
The popular conquests embodied in the Keynesian Welfare State or in its Continental version the post-War Social State, have later added to “v”, intended only as the individual capitalist salary, the various payroll contributions used to finance the universally accessible public programs, as well a new set of taxes. These did correspond to an institutionalization of the people’s saving, one that is beneficial for capital, given the huge savings afforded by the mutualization of the risk involved in these social programs that were placed under the public control exercised by the capitalist State. Naturally, these savings are lost if you resort to liberalizations and privatizations: My favorite example here has always been the cost differential between the private American health-care system, which costs more than 16% of GDP and leaves many millions without coverage, and the universally accessible and hugely efficient public European system which used to cost around 7 to 9 % but is now around 11% because it is partly privatized (in fact 80 % and more of all heavy medical interventions, especially in the hospitals, now stay with the public system, the rest, at least when it is profitable, is going systematically to the private sector; which quickly establishes the basis to “rationally” argue that the public health-system is too costly and needs to be privatized even more: Like they say, there is reason in this folly, to wit neoliberal public policy reason …) 

Adam Smith has taught us that only human labor creates economic value, so that even the capitalist owners and the managers should be included in the salary mass that corresponds to “v”, this going hand in hand with a much reduced salary scale (or even as was explained by the Marxist Jules Guesde, at least for a modern and democratic society ensuring the access of all at all time to free and public education, there would be no valid rational to justify a divergent salary scale, except perhaps for the hardest jobs which cause an accelerated erosion of labor power thus imposing, if not a higher salary, at least a lower retiring age: Today, the workers do earn less than 500 times if not more than their mangers and bosses but they also die 7 to 11 years before – depending on the professions – that is, when they are lucky enough to escape the real capitalist slaughter house, which comes in the form of so called “morte bianca” (white death) or mortal accidents on the workplace. There currently are in Italy more than 3 deaths on average daily on working sites, to which must be added tens of thousands of wounded with various levels of seriousness; the numbers are barely better elsewhere. 
In the end, the method adopted to define “v” and “pv” respectively in the production function depends on an accounting convention that results from the class struggles and the prevailing “epoch” governing the rapports of exploitation, the rapports of distribution and the juridical rapports which historically defines the Capitalist Mode of Production. If we start like Adam Smith from the revenue legitimately paid-out for effective labor, the owners and managers would be included in “v” (something that send us back to the earlier argument concerning the salary scale exempt from crude injustices such as those illustrated today, including the bonuses paid out to the managers of banks saved out of public funds jus few months earlier …) Be it as it may, a part linked to the lavish standard of life of the capitalists weighs on “pv”, as much as the fake business contributions “matching” payroll deductions, and immediately passed on to the price structure of the merchandises as even Milton Freidman had recognized (see below.)

Our schematic presentation of the “v” part will be based on the capitalist situation currently prevailing. Not too far ago, the capitalist State was regulated by the Social State derived from our constitutions born with the resistance to Nazifascism. This was the very same Social State which is now being dismantled by the neoliberal so-called “structural reforms”. 

We would have the following basic decomposition or “structure of v”:

           payroll contributions                                                                          various taxes 
{[....individual salary....]}{[old-age pensions][UI][child benefits, etc]}{[global net revenue]}
(This is a decomposition; it is not intended to graphically show the respective value of each component. However, this “structure of v” makes up to 70 % of total demand in the US, and more than 60 % in the EU: obviously it is crucial to sustained economic activity and growth.) The individual salary, equal for all workers employed in the same trade, does not account for the divergent family size, no more than it accounts for inevitable period of sickness, nor for the non-active part of life, at least in terms of salary – youth and old-age. Taxes are used to finance other social programs or public infrastructures such as education, health-care, social housing, public transportation, public security, public utilities and other vital infrastructures. Consequently, unless one is willing to “return” to a so-called “soft” version of Nazi labor camps, in which white hair and the inability to walk on one’s own strength signaled the end (an active form of the euthanasia now reintroduced even in public hospital, presumably in a soft form), it is crystal clear that no one can legitimately pretend to return to a “structure of v” uniquely reduced to the bare individual capitalist salary. Human life cannot be reduced to working life, the blue or white collar worker cannot be reduced to a mere factor of production to be optimally “liquefied” (as Marginalists would have it since Walras’s metaphors) with the so-called “labor flexibility”.
In reality, as is here graphically shown, it would be more rational to extend and strengthen the “structure of v” thanks to the rehabilitation of public social programs and thanks to the reduction of the working week through the sharing of socially available work among all citizens who are capable to work. The surplus-value should itself be limited to the optimal part needed to insure all prioritized reinvestment needs, which means that it should ideally be socialized (hence it is called “social surplus value”) to ensure the realization of the socio-economic objectives, democratically decided in common. A simple and straightforward way to dispel the apparent lack of precision in the respective part of “v” and “pv” in the function of production is to imagine a continuum going from classical liberalism (wild competition) reducing “v” to the individual capitalist salary, barely making the physiological level, to the full-fledged development of social surplus value with socialist societies, this march forward being punctuated by the distribution epochs of the Capitalist Mode of Production.            

The part that corresponds to the individual capitalist salary would deserve some sustained analysis just like the other components of the “structure of v” because it is crucial for the Reproduction cycle and for its coherence. We will only focus here on the main lineaments. It suffices to recall the Equations of Simple and Enlarged Reproduction (RS-RE) to grasp how important this is. Our models or Schemas aggregate all economic activity into two main Sectors: the Sector of Means of production (Mp) and the Sector of Means of consumption. I have already shown elsewhere how the use of the Marxist function of production (micro-economy, hence the level of the enterprise or at most of the industry) can easily integrate all the under-sectors under these two major ones: Better still, this is done in the Respect of the Equations of RS-RE. The potency of the Marxist function of production equally allows the re-composition of sub-sectors and even, at least from an accounting and statistical point of view, of filières, thus making it possible to easily deal with polyvalent sectors. 
For now let us just note that modern societies produce millions of different goods and services on a daily basis. It does quickly become clear that when the “structure of v” (hence its name) does not reflect this complexity adequately with respect to the equilibrium imposed by the Equations of RS-RE, crisis would inevitably follow. Economic coherence cannot be had without a good “structure of v”, thus a good distribution of revenues. More coherence implies that it must be enlarged to take into account the introduction of new intermediary sectors. Therefore the result of production, goods and services, must be “realized” in money terms, with the paid out wages and the  the increment represented by profit in order to make the economic cycle viable (this is its Fordist characteristic if you will, enlarged to society by the Social: you cannot produce profitably if there is no one to buy.) 
Needless to say, the current neoliberal policy does the opposite: It aims at the sanguine enlargement of the profit margin of the individual enterprises; given that this is achieved by the crude attacks on salaries, this political choice does not merely result in a shortsighted strategy, it amounts to hara-kiri. Substituting this systemic and coherent over-determination resulting from the internal demand derived from salaries and the global net revenue of households with the hazardous gains to be earned from increased exports, is simply not in the cards. This Chicago Boys’ prescription originally offered to Pinochet’s Chili – export to finance the debt – is even more grotesque in the EU given that the blueprint and prescription is the same for all countries concerned … simultaneously. It is no wonder that even Germany is now initiating its own “course toward Midnight. 
In general then, this kind of substitution merely postpones the problems, it does not solve it: During the Great Depression even Cordell Hull came to understand that a unilateral export policy – gained by wages deflation or otherwise – always amounts to a “beggar-thy-neighbor policy”:  This realization formed the basis for the search for a more rational and negotiated international trade regime, albeit the GATT and its heir the WTO squarely fell into philo-Semite Nietzschean hands from the very beginning, that is from the very late 40’s and in the 50-60’s (Solow got his Noble Prize for an article written in 1956.) Clearly the solution cannot come from the simultaneous push to increase exports to gains the foreign currencies needed to repay the public debt detained by the private universal banks. In the 80’s, at the light of the Volcker-Reagan’s Monetarist counter-reform, this avenue was nick-named “voodoo economics”. (See my « Les conséquences socio-économiques de MM. Volcker-Reagan et Cie », mars 1985, in the International Political Economy of this site.)  

In fact, an entirely planned society could consider the part that corresponds to the “structure of v” on the same footing as the other parts, that is to say it could institutionalize it. It might surprise some people, but this is already partially implemented in the …United-States with the food stamps. Be it as it may, if the part corresponding to public programs must continue to rise, that which corresponds to the capitalist individual salary must be preserved, at least in part, to allow for private choice for individual consumption. This choice is not totally prevented when we deal with private saving that take the form of publicly institutionalized savings: for instance, differed salary is deducted from the paycheck but, in the end, one does with his pension payments what s/he likes. Better still, the greater the institutional part, the further will the residual non-institutionalized part go in terms of its buying power simply because basic and other expenses would have been mutualized by the institutionalization. Moreover, this will better sustain internal consumption demand (70% of GDP in the USA, a little less in the EU, hence not a trifle), and therefore coherent growth and the citizens’ standard of life in general. I could even offer that Veblen’s targeted strategies of socio-economic and cultural cooptation presuppose what he, after Bukharin, called a “leisure society”. Lord Beveridge and Keynes had understood the point perfectly from the beginning, and used it abundantly in their tournées of the USA that had been organized by the most advanced New Dalers to gain legitimacy for their own socially-minded reform strategy. One only needs to underline the beneficial aspect of a solid and largely institutionalized “structure of v” on micro-economic productivity and macro-economic competitiveness to quickly grasp the crucial importance of the “social surplus value” logic.

If we now consider the part of “pv” in coherence with the function of production, we will see that the rate of profit is always equal – mutatis mutandis thus without infringement of the prevalent norms by any economic competing agent without which there would be no level playing field nor any fair and legal competition but only a generalized neoliberal law of the jungle. If the rate of profit is organically the same for all (mobility of capital if not of labor would ensure this outcome, even for the Marginalist), profits can be increased only through larger volumes derived from increased sales. This constitutes the open wound for the capitalists. If public spending is cut on schools and R&D and on the betterment and beautification of the urban environment necessary to entice localization, then it becomes clear that real productivity, founded as it were on a structural intensification of the production process through recourse to new technology and new form of organization, will hardly increase. Trying to beat competition by resorting to cuts in working revenue and to the lengthening the legal duration of the working day (Marchionne’s cherished micro-Taylorism added to the postponement of the retirement age) cannot be a permanent solution. On top of it all, it erodes the internal demand. This explains, for instance, why Italian capitalists are called “furbetti” even in the dominant media: they actively engineer deals and organize ephemeral consortiums all engaging in buying and selling without ever creating anything new that would require long-term investment and patience for non-speculative returns. The concept of “entrepreneur” according to Schumpeter meant something quite different. (We must stress nonetheless that the concept remains consistent with cooperatives and with State-owned enterprises now actively dismantled because they represented the highly efficient and thus hated embodiment of the “collective entrepreneur”.) Here we are only dealing with an economic parasitic system made worse by the regressive Monetarist fiscal policy that ruins everything else. Last but not least, another very toxic systemic tendency is now unfolding; we had spotted its emergence in the essay written in March 1985 entitled   Les conséquences socio-économiques de MM Volcker, Reagan et Cie. Our domestic markets being “mature”, according to François Perroux’s term, production is limited to the renewal of existing parks and to … exports. Instead of sharing work and redistributing wealth, the financial services were developed with the hope of creating new space for capitalist accumulation. Of course, they are the very same sectors which needed to be bailout from the public purse, and in the process caused the dramatic increase of the sovereign debt while the real economy base was actively destroyed; this is because these financial sectors do give their preference to maximum profits made on the very short term, a practice that is hardly sustainable (if for no other reason than this favors the financial sale and restructuring of existing enterprises without creating new ones that would not be linked to the speculative economy itself.)

Today we often hear the common paean denouncing the business contribution to social benefits in a poor symmetry with payroll deductions. They are now seen by the business class as a superfluous cost said to diminish the “competitiveness” of the enterprises. This business-oriented discourse comes after more than 3 decades of wealth transfers in favor of business without the least counterpart for labor, except in the form of workfare and precariousness. The average transfer in the EU amounts to some 10 to 11% of GDP and reaches above 30 % in Italy if we go back to the 1970’s. In the last 30 year the “productivity” in the US grew more than 30 % but the workers hardly saw any part of it. 
This business way of presenting things is utterly fallacious and perverse: First, we must recall that the payroll deduction and business contribution system had been conceived from its very inception as an expropriation made at the expense of workers’ revenues. For instances huge battles did unfold for the workers or public-capitalist control of the pool of money accumulating in the pensions and UI schemes: the capitalist State imposed public schemes favoring private capitalist accumulation, in a more or less Keynesian spirit depending of the countries involved. Business contributions were presented as the symmetrical to payroll deductions when in actual fact they were immediately transferred on the price structure and thus paid in full by the workers qua consumers. Moreover, this is done with recourse to various kinds of value-added taxation, the most regressive form of taxation that exists. The social solidarity of the business elites is always a sorry lie: In a note to my Tous ensemble (the Livre I, freely accessible on my site, I had quoted Milton Freidman because he does not shy away from admitting this simple truth (See W. J Cohen & M. Friedman, Social security: universal or selective, American Institute for Public Policy Research, 1972, p 27.) Today’s philo-Semite Nietzschean Monetarists are not even worthy of their masters! Second, with the Marginalist, “competitiveness” does not mean anything precise from the point of view of micro-economy, nor from the point of view of macro-economy. The so-called “choc of competitiveness”, now the object of a concerted business outcry in the West, amount to nothing other than the disparate attempt to replace the old and disastrous so-called “competitive devaluation” achieved through the rate of change with a salary and fiscal deflation. This is done with the vain hope to maintain alive a score of private enterprises, which are no longer able to spend a dime on R&D; it is further done without paying much attention to these disastrous economic end public choices.

In my Contra-pitre available in the “Italia” section of this site, I have presented an exposition of the Marxist law of value in Italian. French expositions can be found in Tous ensemble, the English version can be found in my Livre-Book III Keynesianism, Marxism, Economic Stability and Growth. This theory allows us to scientifically grasp the meaning of micro-economic productivity. This is not derived from the barbaric lengthening of the time worked in exchange of an always minor revenue, but instead from its secular decrease. In fact, we went historically from 12 and more hours to 10, then 8 and now even 7 hours of legal daily working time. To these were added paid holydays, long weekends, sick leaves etc ... Productivity depends on the deepening organic composition of capital, that is to say on a superior production process in terms of the technology marshaled and the organization implemented. I have equally shown that the enterprises and the sectors presently considered less productive presently find themselves in the same shoes than feudal land rent before when it was confronted by the capitalist farmer: Forced to compete on the same monetized market with essentially the same products, or products characterized by a strong elasticity, they merely prolong their agony through the pressurization of their own labor force (more work for less pay and benefits), but in the end they disappear. 
Macro-economic competitiveness on the other hand is a function of the strategic role played by the “social surplus value” in relation to micro-economic productivity. The best way to explain it is to illustrate the phenomena: For instance, not too long ago, GM had to be saved in extremis by the Federal State simply because it could no longer afford to honor its in-house pension agreements; obviously, had the USA benefited from a good and generalized public pension plan as once existed in the EU, this would never have happened and both productivity and competitiveness would have been preserved. Despite this, the EU is now following in the path of the ruinous US “model” because of the pressure exerted by hedge funds and mutual funds and the likes: in short speculative finance badly need access to the money saved in theses plans as much as in public insurance plans; if you trust people like Jeffrey Siegel, you would notice that speculative finance is now even lurching at your small cash and at the piggy bag … (Note that according to the Constitution the Federal State has a free hand whenever it chooses to present its Welfare intervention as falling under the exclusively federal “spending power”; this is why it almost never does so, preferring instead, as it was done for the half-stricken down Obamacare, to present its interventions as a matter of business rational or at most as interstate regulations. See Posted by Sarah Kliff on June 28, 2012 at 10:44 am  http://www.washingtonpost.com/blogs/ezra-klein/wp/2012/06/28/read-the-supreme-court-upholds-the-health-reform-law/  Aside form the small talk on the issue, see the summary given by the court itself pp 58 et 59.) What was said for pension plans applies to all other conceivable uses of “social surplus value”, first and foremost health care (which to repeat costs around 11 % in the EU for a still efficient and universally accessible system, compared to the huge waste amounting to more than 16 % of GDP with the private US system.) 
We can then see at a glance how perilous is the dismantling of the current Social State, or rather what little is left of it. In effect, the “differed salary” and the “global net revenue” of the household are in no way, shape or form a gift from the capitalist owners to their employees, but rather the legitimate fruit of the working citizens’ own labor, to which they maintain a constitutional right at least in the EU (mix economy, dignified work and national socio-economic solidarity.) Collectively, the employees should have a right to control the use of their surplus value. If the current private property regime is maintained at least in the framework of a mix economy, this control should at the very least be implemented through the so-called Indicative and Incitative Planning, precisely the sort of planning which embodied the strength of the Social State born with the Resistance, such as the so-called Prima Repubblica of Italy. 
In this context, one must strongly denounce the current self-serving and ill-intentioned demagogy according to which the national debt is a direct result of this Prima Repubblica (in which, we should recall, the ruling Christian Democrats had to come to terms with the progressive Constitution supported by the Italian Communist Party the largest and most innovative in Western Europe at the time. Mayor Dozza’s Bologna and Red Emilia-Romagna were then exemplars of what could be achieved socio-economically and culturally, much before no-global militants were redirected to other innovative instances. Today, one would have to lift his-her hat to Marinelda, even though it embodies an experiment brought forward on the much smaller scale. See Spagna. L'utopia concreta di Marinaleda Tuesday, 21 August 2012 10:58 Written by  Luis Gimenez San Miguel*  http://www.contropiano.org/en/cultura/item/10679-spagna-lutopia-concreta-di-marinaleda ) 
In truth, the responsibility for the dramatic rise of the public debt rests squarely with the global push by neoliberal leaders. To accuse the First Republic, at least up until the mid-1970’s, only demonstrates a crass ignorance of plain facts and perhaps also much ill-intentioned malice. In general, the financing of the Italian and West European public debt followed the path so clearly illustrated by the crystal-clear example of France after 1973-194, when the financing of the debt was slowly transferred from the Central Bank to the private banks and to the bond market, to finally end up squarely as was told above in the hands of the “universal bank”. The debt was only 21% before the changes and never stopped rising after that, except for small spells during the tenure of socialist leaders like Jospin. The so-called “universal bank” is the very same which, thank to Trichet and the ECB, de facto placed Italy and other Euro members under trusteeship and which now imposes the so-called budgetary Golden rule as well as the Fiscal compact and its masochist and unsustainable cutbacks calendar. They went so far as to enshrine these anti-constitutional rules within the Constitution born from the Resistance! 
Therefore, the referendum battle against the Golden rule and the Fiscal Compact is an authentic struggle for civilization. In effect, any control on the public Italian debt was lost soon after the defeat of the PCI, even before the debacle of the “historical compromise” as was preventively illustrated by the pitre Berlinguer when he betrayed the Metalmeccanici and the workers in general at Mirafiori, thus preparing the field for what became later the Social Pact of 1992 (to wit, the same typical “minestrone”: undefined “competitiveness” to be gained with the usual salary and social benefits cuts.) In brief, the First Republic, the one which already had to endure the high treason of the Italian members of Gladio and their “anni di piombo” together with similar groups, is accused for the guilt and corruption instilled with devilish art by the old Christian Democracy and its chronic and parasitic clientelism (in truth now transversally emulated.) In such a way, we lose track of the fact that the major growth of the public debt happened under the so-called Second Republic, governed by Rightist governments, including without much surprise the heir of the DC in Craxian clothing. Not surprisingly, privatization grew in tandem with the public debt.
Note should be taken of the perils represented by the projected diminution or even elimination of social contributions (payroll deductions) now considered as weighing superfluously on “labor cost” (!) This fallacious mode of reasoning tends to legitimate the substitution of social insurance, conceived as a citizens’ right, with social assistance, means tested at that, and partially privatized, but invariably financed out of the public purse, tax credits included, from a largely evanescent fiscal base. As a direct consequence of the Monetarist policies, the portion of GDP pocketed by the business elite and their political servi in camera grows exponentially while the GDP itself, as well as the fiscal base, tends to diminish or at least to drastically slow down. 
The epilogue of this cruel farce is soon at the rendez-vous: Greece knows it full well; Italy, Ireland, Portugal, Spain, Cyprus etc are rapidly following suite. Invariably, the moment arrives when, even with the transfer of responsibility to local government without extra taxation points, the general fiscal base cannot take it any more, and the return to “voluntary work” is actively publicized, as much as the need to resort to private charity, largely confessional in nature and as such dispensing various gospels inclined to voluntary or coerced servitude. To add insult to injury this means-tested survival and maintenance level type of charitable assistance is being financed publicly through tax expenditures, exonerations, credits and what have you. In Italy this is even the object of a special taxation levy called “5 for one thousand” a good third of it going to the Catholic church while the same is largely and grotesquely exempted from the recently increased municipal tax. (See for instance www.agenda-monti.it, p 18; it seems so well hidden lately that you cannot even access it on the proposed official link …) At least, Monti knows what kind of social disasters is produced by his grotesque and obscurantist policies. You can form a quick idea of the deep cutbacks planned at every level for 2013-14-15, starting on page 73 of the Legge di stabilita del 2013: Here is the link: http://www.senato.it/service/PDF/PDFServer/BGT/00687538.pdf )                          
We have equally shown above that such a regressive policy does not even serve well the interests of capital in the sense that it destroys internal demand, thus triggering the deadly downward economic spiral. This has the potential to quickly drive us from the current stagnation and recession into a bottomless Great Depression. Indeed, Greece has lost more than 20 % of its GDP since the beginning of the 2007-2008 crisis; in Italy, the decline is around 13 % ( According to Itstat and eurostat Italian GDP at current market prices was at 1546 billion euro in 2007 and at 1565 in 2012, and you have to compute more than 2 % yearly inflation … As for the industrial production the loss was - 30 % in the North and some - 47 % in the South according to http://www.wicomwebspace.com/avanti/?p=2356 . Despite a much advertised lower spread in November 2012 the Italian public debt rose to 2020 % of GDP and this does not take into account the carefully hushed bailout of Monte dei Paschi to the tune of half a dozen extra billions nor the general deterioration since November 2012 http://www.repubblica.it/economia/2013/01/14/news/debito_pubblico_record-50498319/?ref=HREC2-1. Meanwhile exports are doing marginally well because imports have dramatically collapsed!!! Similarly, Italy is doing better as far as the ruinous production of CO2 – in term of the 7 billion euros worth of certificates needed before the crisis to compensate the enormous pollution. So “Viva la crisi?” Some Greens actually did rejoice and even continue to call for more stringent “disincentives” for carbon and oil use: i.e. bigger taxes on the ordinary citizens to change their consumption behavior, their ideal being frugality for the masses without touching the ecological footprint of the rich, something called “ungrowth” or zero growth (discrescita). Labor inspectors cannot be blamed, they got increase powers but no gas to travel …)
6) On the urgent necessity to adopt a new anti-dumping definition.

The abrogative referendum directed against the Golden rule and the Fiscal Compact is the true immediate priority: once won, we will be in a better posture to change things, contrary to the dangerous pursuit of the mirage of an unlikely “exist” out of the euro. At least if the citizens retake control of the universal bank and of the public financing of the debt. 

That being said, the Left should give priority to the imposition of a new definition of the anti-dumping, even if this needs to be done unilaterally at first. The new definition must be strong enough to protect the three forms of household revenue (individual capitalist salary, differed salary and global net revenue); it must equally involve a set of negotiated rules dealing with the protection of the environment. Referring to Solow and Friedman we have demonstrated above that the current definition of the anti-dumping applied by the WTO was in reality conceptualized as a silent deadly weapon against working citizens, their Welfare State and their health and well-being. From the current definition are excluded outright any reference to labor codes and labor rights (even the minimalist version of the ILO), as well as any reference to environmental criteria. This definition forms the very heart of current free-trade deals. The aim is to encourage the delocalization of Western enterprises and to impose a devastating global competition among all workers on a world scale: this is to be done on the sole basis of their individual capitalist salary (Italians, famous for their theatrics and euphemisms, have called this trend : “flexibility by the door” (flexibilità in uscita) ) 
We have seen that the three forms of workers’ revenue are derived from the logic of the “social surplus value”. This logic corresponds to the sacred principles won in the common struggle against Nazifascism, and as such enshrined in our post-Second World War constitutions, as well as in the UN Charter and in the Universal Declaration of Individual and Social of the Human Person of 1948. Without this, it will never become possible to rehabilitate the modern form of the Social or Welfare State in which every citizen without exception is considered as a full citizen. The definitive critique of the Marginalist paradigm is now available in my books and essays – even if, at times, these were made available in their draft form. My clarifications of the Marxist theory applied to absolute rent and to ecology (ecomarxism) free us entirely from the bourgeois and petty-bourgeois conception of environmental policies (these, in imitation of the Huntington of the dangerous “rising expectations” for the benefit of the Trilateral Commission, prescribe a general “desincintivation” of consumption through drastic increases in prices and high consumption taxes aimed at reaching the “promised land” of “ungrowth” (or zero growth, and the like.) This strategy is pushed through while hushing the tremendous weight of the grotesque “ecological foot-print” of the rich, such as Al Gore himself – See my comments in my “Défi aux ecologists” in the section Commentaires d’Actualité of this site. 
The Left must also refuse the conceited and fallacious idea of various scientists – not the worst of them - according to whom the principle of precaution that is essential to operationalize ecomarxism and the needed new environmental norms are too vague to be useful. This is simply not so. In reality, ever since modern physics and chemistry have been applied to industry, the principle of precaution has being implemented daily for every product and means of production with precise albeit not always updated security norms. The principle is also applied to the urban and rural zoning, for instance in the case of areas classified as high-risk (when the principle is not respected as in Taranto or around Naples, the consequences turn out rapidly to be disastrous for the economy, the environment and above all for the health of the inhabitants. As we know, the incinerating plant at Acerra was built 5 times bigger than the accepted EU norms, probably because this will force its inevitable closure by the courts, thus allowing the camorra and other economic and political mafias from the North and the South to cash on the building manna while continuing with the high cost recycling in Germany.) On the contrary, the urgency consists in reviewing and tightening up these norms to better protect the citizens and the environment. Only this course will induce a more equal qualitative and quantitative development of our societies, instead of subordinating them to the sole logic of private profit. (Many will recall L. Summers, silently influenced by the Bhopal tragedy and the miserable damages paid out to the victims, when he explained matter-of-factly that the most polluting Western enterprises had a clear advantage to move out in developing countries, given the costly damages granted out by the courts in America, as demonstrated with the lawsuits against tobacco firms.)

We must underline here the extreme difficulty involved in the renegotiation of existing treaties, especially in free-trade and environmental matters. This is because they depend on the unanimity rule. On the contrary, a simple modification of the current anti-dumping definition would suffice to allow the virtuous re-interpretation of present treaties in the light of the new definition. This would constitute a mutually beneficial process for all parties involved, given the irrefutable defeat of the conceited theory and practice of the so-called “international asymmetric interdependence”, even or principally as the United-States is concerned. In truth this theory was premised from its beginning on a rather arrogant imperialistic conception now totally refuted by facts, for instance the fact that both India and China – pace Thurow with his Head to head – are now graduating more engineers respectively that the USA or the EU. 
We are squarely falling now in the perspective indicated by the Thesis XI on Feuerbach:  “The philosophers have only interpreted the world, in various ways; the point is to change it.”; in http://www.marxists.org/archive/marx/works/1845/theses/theses.htm 
7) Conclusion: It would be useless to exist the euro while continuing to follow the same rules of the game (translation of the e-mail in Italian date November 9, 2013.) 
See : Il fallimento dell'austerity. La sinistra si interroghi sulla permanenza nell'euro Written by  Emiliano Brancaccio* http://www.contropiano.org/en/featured-primo-piano/item/12390-il-

 HYPERLINK "http://www.contropiano.org/en/featured-primo-piano/item/12390-il-fallimento-dellausterity-la-sinistra-si-interroghi-sulla-permanenza-nelleuro" fallimento-dellausterity-la-sinistra-si-interroghi-sulla-permanenza-nelleuro 
Comment: It is hard to know what could be gained by exiting the euro without changing the rules of the games dictated by the so-called “universal bank”.
Perhaps the Left should study the paradigm of the universal bank and how this paradigm is being implemented. We already know the critique (see for instance my “Credit without collateral” and “The Treasury and the FED” in the International Political Economy section of this site. On the law of value see also my Book I and III in the Livres-Books section, or in Italian in the Section Italia the “Contra-pitre” essay.)
The universal bank brings to its logical term the Marginalist illusion – born with J. B. Say and his conscious perversion of the paper-currency of Ricardo-Rothschild. This illusion consists in believing that economic science can be reduce to the study of exchange value taken on its own, that is to say to the study of signs and perceptions without any connection to reality. Every good and service without any exception always displays a use value and an exchange value. The exchange value is nothing at all without its support, the use value, particularly when we consider the use value of the labor force and its necessarily social reproduction. This implies labor expanded in dignified conditions, infrastructures, security, education and research, health-care, dignified pensions and social programs, entertainment etc. Exactly everything Monti and his colleagues are brutally and transversally sacrificing on the altar of the new Moloch of the beginning of the Twenty-First Century, the universal bank, imposing grave mutilations to our Republic and our society. Human labor as a factor of production cannot be simply “liquefied” in a money form and competitively traded on a global stock-exchange active 24-hour a day. 
It would thus be silly to exit the euro without changing the rules of the game. However, if these rules are to be changed, it would then be dumb to exit the euro. What is urgently needed is to end the hegemony of the universal bank, at least in part. For instance, instead of liberalizing and privatizing, thus destroying the little that remains of our industrial fabric in Italy (and elsewhere), we should use the State-owned enterprises as collateral to finance the creation of a State-owned bank which would have the mandate to buy back and cancel the public debt, so are to give a much needed budgetary margin back to the State with which to rehabilitate the financing of local government, social programs and employment programs. In brief, transiting to a regime in which everyone who is able to work would effectively work less but with the initial same paycheck, compensated with rehabilitated social programs coming back to the working citizens in the shape of “differed salary” and “global net revenue”. Later the indexed individual salary would increase with the fair sharing of the secular increases in real productivity.
Paraphrasing the great socialist leader Jean Jaurès, French comrades are wont of saying that, in our capitalist society, dignified labor and small “r” republican social programs are the wealth of all those who have no other wealth. Thus, this State-owned bank would be dotted with a strong financial lever, copied form the average now practiced in the non shadow banking sector, namely 40 to 60 to 1. With this financial power at hand it could thus buy and cancel not only the public debt (in 2013, Italy will have to finance some 400 billion euros of maturing debt); but it also could offer very low credit rates to the medium and small enterprises which are now strangulated by the so-called “credit crunch”, which tends to rise with each injection of liquidities buy the ECB. (The same phenomenon is verified elsewhere, including in the USA.) 
Nowadays the private banks will not lend much anymore not even to themselves on the very short term. As for the great Western corporations, they are now cautiously keeping mountains of cash in their coffers (Cnd 120 billion dollars in Canada according to the Governor of the Central Bank some months ago.) In Europe this is even worse because the countries are bigger and weakened by a relative over-production and under-consumption.) However this mountain of money is not used to invest – not even in the risky derivative instruments as before –, this paradoxical situation embodying what is called the “credit crunch”. Without investment, the continued but luckily suicidal strangulation of the working citizens remains the only alternative left to preserve some competitiveness of sort; but this is true for very brief laps of time, before it fades away, the only fair outcome for these dead-woods and unworthy and incompetent parasites. (See http://www.humanite.fr/social-eco/le-fmi-le-confirme-l-austerite-etait-une-erreur-de-512240  . This article contains the link to the IMF paper by Olivier Blanchard and Daniel entitled Growth Forecast Errors and Fiscal Multipliers. The way I read it, this tells us that not even the “cookbook recipes” of bourgeois economic work any longer to forecast the relationship of Y (i.e. the revenue derived from the production function and the general equilibrium) and fiscal multipliers, thus making fiscal consolidation rather hazardous. Yet, this begs the question of how you actually arrive at Y ; i.e. on Solow’s reactionary boots, if truth be told (to wit: Y = f (K,L)). Another shortcoming of the paper comes from the silly, yet widely accepted idea, that tax cuts have a negative impact on growth: This derives from from a fluck, namely the 1937 experience of the New Dealers (the so-called “recession in the Depression”) but is a historically bound not a universal truth. In fact, everything depends on how the flows of capital and savings are organized: if non-flat taxation on the rich goes to sustain social programs and infrastructural spending, then the impact would be tremendously positive, if only because it decreases slightly the suicidal speculative growth and sustains the real economy. As argued above, the institutionalizing of private saving is far superior still; in actual fact, it is well known that the Hoover Administration, dependent on its “rugged individualism”, did spend more public money on inefficient ad hoc and moralizing public programs, which quickly ruined local governments and threatened the credit of the Federal government itself in the process, than the New Dealers’ Social Security and other programs ever did. This is a general argument no matter what the public policy doxa might pretend by talking to themselves in incestuously staffed departments, or more precisely in having the ear of the reactionary current neoliberal leaders (Why on Hearth would public spending have to be restricted to 14% of 17 % of GDP or another such lunatic number, is beyond scientific explanation: It is pure philo-Semite Nietzschean obscurantism, period.) In any case, thanks to the Fiscal cliff, one tenet of the “flat tax” policy has gone by the roof, so to speak, just like the budgetary ceiling, given that revenue above 400 000 dollars are now to be marginally taxed. The Pigou Effect in its grotesque “maestro’s” version, is not yet reversed, but its failure is already unbearably felt by the American people and by Congress …)                      
In brief the Left should stop mouth-washing itself loudly with useless ineptitudes and start speaking seriously about serious and concrete problems. Particularly in Italy, during the next election. Otherwise, there simply is no way out. The whole Eurozone is now going down the drain – including Germany, which is now stalling – and the Italian industry is almost washed out (output fell from – 30 to – 50 in the North and South respectively see:  http://www.wicomwebspace.com/avanti/?p=2356  But as you know Italy now has a “technical” no-elected government in command …) 
It is essential to understand that the rate of change of the euro is a joint power in the Eurogroup, it does not belong exclusively to the ECB: It would be urgent to demand the return of the euro to the level it had at its inception which was slightly less than parity with the US dollar. At least, this would help reestablish the export J curve and tourism in the Southern part of the Eurozone.

Exit the Eurozone without retaking full control of the public financing of the sovereign debt? Better leave this loud braying to the likes of Grillo * (the over-paid Italian Coluche who sends us back to the paid mental confusion that prevailed in Italy at the beginning of the XX Century when it started to get dark, and when the only program was the calculated absence of any program to give space to the “Great Protector of Jews” (at least until 1938 …) namely, Sarfatti’s own “Duce” .. and today to King Ubu Grillo. Grillo too is now flirting with Casa Pound despite the Article XII of the Disposizioni transitorie e finali of the Constitution which forbids any forms of Fascism in Italy see: http://www.camera.it/cost_reg_funz/345/copertina.asp 

Paul De Marco

* You might recall that when Grillo started his political carrier as a reborn King Ubu it was revealed that he had just declared around 5 million euros in his tax return. In such a way, he could dedicate freely to his commissioned extemporizations. A typical technique used by these kinds of servants (it difficult to add “domestic” here … ) consists in chocking the public. Lately Grillo overdid himself with his vulgar and manipulating reference to the G Point; the argument as such is far from vulgar, but the use to which it was manipulated by this windbag clearly is. Be it as it may, Italian women will judge by themselves. Georges Brassens, born from a Napolitan mother, sung: “If it does not hear the heart beat, the flesh stays put.” In any case, given his appearance somewhat as a male Grillo should avoid the usual theatrical “kicks in the butt”, or else he might end up feeling like a new Sade even quickly finding his own G Point. Sade is surely one of his masters, to be precise the demoniacal Sade of the Section des Piques active during the French Revolution who threw fire on revolutionary justice transforming it in Terror, just a the midget Soviet Jew Yeshov later did in the USSR, his crimes being now conveniently blamed on Stalin by his own murders. Or may be Grillo is not interested. In any case, these are arguments that should not be instrumentalized … Even Berlusconi, in his own way, uses these same communication theatrical techniques when he plays Tiberius in his own Grotta Blue: But surly with characteristic and hard to shade vulgarity. So that the Body of the Leader – see Kantorovitch – provokes more hilarity and disgust than anything else. Some “cachet” of sort was sought more than anything else, with the added hope to have a political carrier in a modern Italy now transformed into an Open-sky Lupanar. As you know in time of ethical and socio-economic crisis even “vespasiane” do produce money … and, every one knows, money has no odor (see vedi L'uomo dietro Grillo, più manager che politica.)
http://www.repubblica.it/politica/2012/09/07/news/lo_stratega_casaleggio-42099207/?

 HYPERLINK "http://www.repubblica.it/politica/2012/09/07/news/lo_stratega_casaleggio-42099207/?ref=HRER3-1" ref=HRER3-1 

Insulti e nomi storpiati la gogna triste di Grillo
http://www.repubblica.it/politica/2012/11/12/news/insulti_e_nomi_storpiati_la_gogna_di_grillo_non_perdona_sul_web-46424039/?ref=HREC1-9 
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