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= The second Greek bailout has been hailed by the Greek government and EU 
policy makers as a decisive step towards solving the crisis; however markets 
are already showing signs of serious doubt. What is your appraisal of what was 
decided by Eurozone leaders in Brussels?  
 
I have a great deal of sympathy for the problems confronting the governments of the 
Eurozone. On the one hand they have no choice but to radiate optimism and 
confidence, no matter what their inner thoughts might be. However, I am sure they 
are quietly confident they have managed to stem the tide, at least for now; otherwise, 
this package would make little sense.  
 
But they are under a lot of pressure. The need to support countries with external debt 
problems is not politically popular across Europe, and every country has populist 
opposition parties which are only too willing to make political capital out of the current 
situation. We must be careful not to let this develop into an anti-EU snowball. 
 
The ambivalence and uncertainty on financial markets is a complicating factor, but 
markets did not cause the problem. There is no point in trying to shift blame to where 
it doesn’t belong. 
 
However, I see no merit in the argument that Greece should restore the drachma as 
its national currency. The usual argument runs that the Greek government could then 
devalue its way out of the present quandary. This line of reasoning shows a complete 
lack of understanding of economic and monetary reality. 
 
Greece’s debts are denominated in euro and so would increase in proportion to the 
devaluation. The Greek banking system would almost certainly collapse overnight, 
and on two counts; at the first sign of such a move, the withdrawal of deposits and 
the flight of capital would be unstoppable. Secondly, the planned devaluation would 
shrink the asset side of bank balance sheets relative to externally funded liabilities, 
wiping out the capital base, at least. How anyone can ever support this position 
defies credulity. 
 
There would also be a heavy price to pay in the European Union. It would put the 
process of integration back by many years, perhaps even cause irreparable damage. 
Greece’s European creditors, mainly banks, would suffer huge losses and be forced 
to make large write-offs. This could trigger a very serious chain reaction which could 
spread far beyond Europe. Against this background, Greece would have few friends, 
so that the ensuing forced adjustment could make present problems seem rather 
moderate. 
 
Instead, the problem has to be tackled in a way that ensures the causes of the 
problem are solved and eliminated. Rather than seek a destructive solution to current 
difficulties, we must create a solid basis for the future, and for Greece’s future 
development and prosperity. 
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= You refer to those who see the dissolution of the Eurozone as a “lunatic 
fringe”. Under what circumstances could the fringe become the mainstream? 
For example, is there a danger that the core of the Eurozone will eventually 
become immune to the debt troubles of the periphery and therefore ready to let 
go of the weaker countries, or that the peoples in the periphery become 
disillusioned by the euro and/or unwilling to endure more sacrifices in the 
name of competitiveness? 
 
I do not think the “lunatic fringe” will ever become mainstream. The European Union 
is a strong institution with committed political leadership. No country has ever been 
forced out of the Union, nor is ever likely to be for as long as the basic principles of 
democratic society are upheld. The Union is crisis-resistant, as it has shown many 
times in its long history. This crisis, too, will pass. 
 
However, competitiveness is something which all countries engaged in international 
trade aspire to. It is not something to be endured. Like any virtue, it is something well 
worth striving for. Like any virtue, once lost, it is difficult to regain. 
 
 
= Is the Eurozone in need of a new “grand narrative” that will inspire people? 
What could this narrative on the benefits of further integration entail in your 
view? 
 
One must never forget that the origins of the European Union lie in the rubble, 
devastation and destitution of the Second World War. By integrating our countries, 
and increasing channels of communication between governments, and peoples, a 
further war in Europe is unthinkable today. With the passage of time this is so easy to 
forget. The integration of European economies has also brought with it an age of 
prosperity which would have been unimaginable sixty years ago. 
 
But history teaches us that nothing is permanent; the World is going through a major 
readjustment in the balance of power, which is highlighted by the relative decline of 
America and the ascent of China. The important forum for global decision-making is 
no longer the G7, or G8, but the G20. A mere century ago, the United Kingdom was, 
arguably, the leading global player. Our only hope of a meaningful European voice in 
shaping global rules for the future is to continue the process of integration, in scope 
as well as in depth. 
 
Otherwise, our position in World affairs will soon be on the substitutes’ bench. 
Without a clear vision and sense of direction, Europe will eventually be remembered 
fondly as an ancient civilization, recalled mainly for its past greatness rather than its 
contemporary relevance. 
 
 
= Many believe that the current crisis is partly caused by the lack of strong and 
charismatic leaders. That Kohl, Mitterrand or other statesmen of the past would 
have never allowed things to go that far. Do you agree with this view about the 
quality (or lack thereof) of Europe’s leadership? 
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First, I would have to say that greatness is better judged from a historical perspective. 

And even then, it is often a matter of chance, some fortuitous event, whereby a 

strong leader grasps a window of opportunity and helps to change the course of 

history. In politics, one is judged by results, not by the half-time score.  

 

If our current leaders make the right decisions and solve the current problems in a 

manner which is acceptable to all, thus promoting the cause of European integration, 

history will remember them kindly. If not, their political epitaphs will read rather 

differently. I am sure they are well aware of this. I am sure they feel the pressure that 

comes with responsibility. And, for this reason, I am confident they will reach the right 

decision when the political climate is appropriate. 

 
 
= Austria is among the few AAA rated countries and therefore seems destined 
to increasingly bear the burden of its weaker partners. We hear a lot about 
Germany’s or Finland’s animosity towards bailouts. Does the Austrian public 
opinion share this animosity or are Austrians more willing to offer assistance 
to countries like Greece? 
 
All countries are more than happy to provide assistance to populations struck by a 

natural disaster – but no one really regards the Greek, Irish, Portuguese, or anyone 

else’s excessive debt burden a natural disaster. Political weakness and fiscal folly 

have to be addressed by a country’s political elites, and their electorates. 

 

The solution to the Greek problem can only be manufactured in Greece – bailouts 

may offer temporary respite, but are not a solution. The assistance from the 

Eurozone and the IMF can help to moderate the pain by offering a little more time in 

which to make the necessary adjustments, but the bitter medicine is unavoidable and 

the cure has to come from within. 

 

To many, Austria may appear a prosperous country. Because of a changing 

population profile, we, too, must brace ourselves for overdue adjustments to 

pensions, in education, in health etc., the list is long. Austrians are also heavily taxed. 

Under these circumstances, it is understandable that Austrians are not overjoyed at 

being a net contributor country to the EU budget, or at having to assist countries 

which have made foolish decisions in the past. But Austrians are also aware that they 

are net beneficiaries of European integration, assisted by location and the structure 

of the economy. As such, Austrians accept a certain responsibility. To date, there 

have been no serious objections. 

 
 
= What would the “loss of sovereignty” concept linked to future economic 
integration and the mutualization of risk entail for Greece and other peripheral 
countries? 
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European integration still has some important unfinished business to consider. Fiscal 

policy coordination is not enough to protect and complete the monetary union and the 

single market; the ability of the Union to intervene in the fiscal affairs of any given 

nation is too limited. Greater harmonization, coupled with stricter controls on the size, 

and the financing of the national debt, are inescapable. 

To make such harmonization equitable, we need to have a reasonable transfer 

union, which is to some extent anyhow in place with a range of different EU funds. 

The unification of Germany was also a transfer union to which at least all EU states 

have contributed, too.  

In the EU, the difference in the economic power of individual member countries is 

being exaggerated as a problem, while at the same time nobody would question the 

USD for Lousiana’s financial crisis or California’s excessive debt. 

In a globalized economy, we need to stand together to succeed – an idea that must 

become much more firmly rooted in the EU members’ collective consciousness. Or, 

as Mark Twain put it: “If we don’t hang together, we’ll hang separately”. 

  


