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It should be borne in mind first of all that capitalism, the driving-force 
of the global economic structure since the industrial revolution, 
inherently gives rise to internal conflicts, or even open warfare, unless 
its fundamental instability and powerful non-egalitarian excesses are 
curbed by politicians. Next we should highlight the fact that the Bretton 
Woods system and the European model, which together established this 
equilibrium between the market and the rules of the game, delivered 
the so-called ‘thirty glorious years’ following the Second World War, but 
these then buckled under the pressure of inflationary monetary and 
fiscal policies. The new globalisation which took over in the 1980s, in 
the context of a supply-based economy, was based on an unprecedented 
level of financial liberalisation. The booming financial industry was to 
provide the main lever for capital helping itself to an excessively large 
share of the added value generated by globalisation. However, as a 
result of the monetary policy pursued by the United States Federal 
Reserve (‘the Fed’) and the excessive levels of domestic and foreign debt 
which this facilitated in the United States, finance also gave rise to 
growing instability: this first seeped into the peripheral financial system 
before reaching Wall Street in September 2008. The challenge facing 
the world today is how to rebuild an international monetary and 
financial system – including the question of capital taxation – which 
gives priority to a balanced and equitable development of the real 
economy in Europe. The EU must regain its triple sovereignty – 
monetary, financial and fiscal – if it is to play a key role in this reform, 
and assert itself, together with the United States and China, as a 
mainstay of the G3, which will be the nucleus of a more representative 
system of multilateral governance than the G20. 
 
Globalisation represents a response to a need: that of organising how 
the 9 billion inhabitants on our planet by 2050 will live side by side. 
This is the future challenge we shall have to prepare for, whilst at the 
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same time navigating our way around two perils: a world war or a 
degradation of the planet endangering the future of humanity. Whether 
we like it or not, the globalisation process now under way is the result of 
free-market capitalism which, over the two centuries it has been in 
existence, has two world wars to its credit, not to mention vast numbers 
of wars on its periphery. Nevertheless, it is by no means certain that we 
would by now have achieved the same degree of integration of the 
global economy via a more political route, without experiencing 
conflicts even more serious than the so-called ‘low-intensity’ conflicts 
which have plagued the southern hemisphere over the past thirty years. 
On the other hand, it is abundantly clear that, following the crash of 
15 September 2008, politics has to play a greater role in organising 
access to global markets and resources. Does the transition from the G7 
to the G20 herald this change? Undoubtedly the answer is yes, but this 
is only one stage of a process of transition to a fairer and more 
sustainable international order. The latter calls for a system of multilateral 
governance which will be led by a G2 or a G3, depending on whether or 
not Europe manages to assert its own revitalised model vis-à-vis the 
United States and China.  
 
 
1. The first incarnation of globalisation:  

fruitful, unfair and dangerous 
 
Industrial capitalism transformed the life of humanity from the 19th century 
onwards, through a drastic and unprecedented increase in economic 
growth built on mechanisation, finance and bourgeois democracy, but 
in the process it created it new inequalities within our societies and 
formidable North-South divides on a worldwide scale. This was because 
from the moment it first appeared, free-market capitalism began to 
organise the way in which the world operates. On the one hand, with 
the help of States, which it quickly exploited for its own benefit, 
capitalism consolidated its hold over the known world and organised it 
into a very hierarchical structure, with Europe at its centre and the 
southern hemisphere on the periphery. On the other, its fearsome 
efficiency in terms of productivity and growth, achieved via innovation 
and investment, soon produced two consequences: firstly, a high degree 
of instability, erupting into crises at regular intervals, and secondly, a 
concentration of wealth created by accumulating profits in the hands of 
capital owners. In this battle over the share-out of added value between 
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wages and profits, the balance of power changed over the course of 
time: whereas the Dickensian capitalism of the early 19th century 
prospered through the birth of an impoverished proletariat, the period 
following the Second World war witnessed the introduction of a 
Keynesian welfare state in the context of the Fordist model based on 
large corporations and mass production; mass consumption led to the 
emergence of a large middle class in the 1960s. However, the new 
globalisation and the EU’s current lack of unity and slowness to react 
are now calling into question the progress made in western Europe. 
 
Free-market capitalism was to experience several misadventures between 
the introduction of the liberal regime and the arrival of the regulated 
regime1. Between 1850 and 1914, it was governed by non-inter-
ventionist and laisser-faire precepts, with free trade and the gold 
standard. The latter provided an automatic adjustment mechanism for 
external imbalances: countries with a deficit would pay their creditors 
by exporting gold2; this reduced the amount of money circulating 
internally, depressed demand, and brought down prices and wages, 
thereby making exports more competitive and restoring the balance of 
trade. However, this adjustment mechanism proved to be socially 
intolerable in practice, as it produced unemployment and wage cuts. As 
employees began to organise themselves into trade unions, resistance to 
the adjustment process increased with each new crisis, in countries such 
as France, Belgium and Great Britain, and protectionist pressure grew, 
endangering the free trade which an emerging Germany needed for its 
industrial exports. The difficulty of reconciling free trade and a sharing of 
the social costs of adjustment via solidarity policies was in all likelihood 
the main cause of the First World War, whereby nationalism was used as 
a political weapon to stir up rivalry between countries with established 
and emerging models of capitalism, the latter being Germany, Japan and, 
to a marginal extent, Italy3. This precedent should give us food for 

                                                                 
 
1. American authors often use the phrase ‘embedded liberalism’ to describe the Bretton Woods 

system.  
2. The actual mechanism was that of the gold-exchange standard, in which the pound sterling 

was viewed as a ‘currency as good as gold’; consequently, there were no imports and exports 
of gold as such. Instead, there were movements of currencies or credits at the Bank of 
England, which had the same effect. 

3. The thesis of growing social resistance to adjustment contradicts that of the decline of the 
hegemonic economic power, in this case the United Kingdom, whose central bank gradually 
ceased to be able to act as lender of last resort for the countries belonging to the gold 
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thought today: the inability of a society to combine free trade with social 
solidarity gives rise to protectionism; this is intended to avoid internal 
tensions, but also causes conflict with third countries. Far from 
preventing war, a high degree of interdependence may actually provoke 
it, if social issues are poorly managed, especially since the economic cost 
of being deprived of supplies and outlets is felt more harshly. 
 
After 1918, capitalism witnessed an attempt, clearly an anachronistic 
one, to return to the gold standard. However, the burden of the 
reparations imposed on Germany, the 1929 crash and the economic 
policy errors made by the United States, for want of a social welfare net 
to protect the unemployed during the Great Depression, set off a 
domino effect of trade protectionism and competitive devaluations, and 
spread the crisis to all countries. The gold standard had to be abandoned, 
and most importantly, was not replaced by an institutionalised system. 
Denied outlets for their exports, States were forced to seek growth and 
employment in the rearmament process, beginning with Nazi Germany. 
World War II, which was the logical outcome of this process, appeared, 
unlike World War I, to be a conflict waged not between countries but 
between three alternatives to bankrupt liberal capitalism: Communism, 
Fascist authoritarian capitalism and the regulated capitalism of the 
New Deal, which was dreamt up by Roosevelt to save capitalism from 
its own excesses. The Russo-American alliance was to prevail over Nazi 
Germany, and the Cold War between East and West could then 
commence. It was to last for nearly half a century. The EU would be the 
miraculous fruit of this confrontation and would provide the framework 
for the continent’s unity, following the collapse of the Soviet regime. 
 
 
2. Bretton-Woods I or managed liberalism 
 
Learning the lessons of history and building on the experience of the 
New Deal, with the Bretton Woods system (1944) the post-war period 
finally witnessed a successful attempt to control free-market capitalism 
in the industrialised countries of the West, which at that time still held 

                                                                 
 

standard regime. See Eric Helleiner’s exposition of both theses in the masterly work edited 
by John Ravenhill (2008), Global Political Economy, Oxford University Press, second 
edition, p. 217ff. 
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sway over the countries of the South. Designed by an Anglo-American 
pairing formed of Keynes and White, and promoted by the United 
States, the hegemonic western power, the Bretton Woods system 
operated successfully during the ‘thirty glorious years’ era (1945-1973). 
It managed to combine the processes of opening up economies to trade 
and international investment, with national regulation policies which 
had been inspired by the New Deal but were taken further in Western 
Europe, embarking at that time on its unification process. In other 
words, Bretton Woods reconciled the concepts of the market and of 
solidarity. It succeeded in doing so by stabilising international monetary 
and financial relationships with the support of the International 
Monetary Fund (IMF), through fixed exchange rates and systematic 
control over the movement of capital, thus allowing macro-economic 
policies of full employment and income redistribution policies to be 
pursued in economies which were opening up, especially in western 
Europe.  
 
It should however be noted that this European ‘thirty glorious years’ 
model could never be applied universally, as it developed in a very 
specific context, characterised by three elements: the contribution of 
free American technology in the Cold War context; a dual colonial 
income in the form of cheap energy and raw materials, and captive 
markets; and the existence in the USSR, through to the successful 
launch of Sputnik, of a credible alternative to capitalism. However, all 
of these elements then disappeared.  
 
So why did this model experience a crisis? Several factors contributed. 
First of all, within the advanced economies, the upsurge in wages at the 
expense of profits gradually dried up investment and thereby slowed 
down the rise in productivity and growth; the misuse of the Keynesian 
deficit in Europe fed public debt and inflation, leading to stagflation; 
and liberal thinking became radicalised in the United States, with the 
proclaimed desire to return to the accrued benefits of the New Deal. In 
the outside world, from the 1980s onwards, globalisation driven by 
trade liberalisation and investment, and by advances in information 
and transport technology, led multinational corporations to move their 
production off-shore, following the logic of the global production line, 
while large-scale imports of manufactured goods from Asia destroyed 
unskilled jobs in the United States and Europe. In particular, the 
bargaining power of labour vis-à-vis capital was substantially curtailed 
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by globalisation. This was to have two consequences: firstly the calling 
into question of the European model, which is now in jeopardy, and 
secondly the migration of the global economy to Asia, which is now 
enjoying growing influence in global economic governance. Finance was 
to play a key role in this development.  
 
 
3. The role of finance in globalisation: innovation, 

income and instability  
 
While the appearance of money provides the wherewithal for trade and 
allows the transition from a subsistence economy to a market economy, 
it is finance which forms the core of free-market capitalism. It transfers 
savings into investment: this may be private or public, and domestic or, 
increasingly often now, foreign. It acts as a vehicle for exchanging 
property rights and trading debts and receivables, either directly, from 
one individual to another or via stock markets, or indirectly via banks, 
institutional investors (pension funds, insurance companies and mutual 
funds) or investment funds (e.g. hedge funds, private equity funds). 
These operate privately and do not mobilise public savings – at least not 
directly. Savings, invested either directly or supplemented with bank 
loans, are either lent to investors, States or households in return for 
receivables, or are sold to companies in return for deeds of title, in 
order to finance the accumulation of capital and innovation. These two 
channels deliver productivity gains, which result in a widespread 
improvement in living standards, at least if these gains are equitably 
distributed.  
 
Money markets and financial markets fulfil three functions: they 
facilitate growth by reallocating capital on an ongoing basis in line with 
the signals given out by the markets and with the authorities’ 
requirements; they affect the stability of the economy by provoking and 
managing crises which wipe out any bad debts and obsolete surplus 
capacity; and they influence the way in which income and wealth are 
distributed among the working population and people of private means, 
and among employees, the self-employed, SMEs and companies listed 
on the stock exchange. 
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Since the 1980s, finance has undergone a triple revolution, which has 
allowed it to cash in on globalisation and derive enormous profits from 
it, though increasingly at the expense of the rest of the economy. First of 
all, liberalisation of the international capital markets, which was 
supposed to improve the saver’s remuneration and reduce the cost of 
finance for the investor, has opened up a promising niche for the globalised 
financial industry. Secondly, the falling cost of communications and the 
amazing increase in their speed has enabled the financial markets to 
function continuously in real time on a global scale and allowed 
arbitrage operations to proceed in markets and pressures to be exerted 
on the financial policies of States. Lastly, the emergence of direct 
finance and securitisation has provided shareholders and the financial 
industry with new opportunities to carve out a growing share of global 
added value for themselves. Finance is the ultimate winning sector in 
the globalisation process.  
 
We shall focus here on the liberalisation of capital flows and on the 
financial revolution. 
 
 
3.1 Liberalisation of the movement of capital: Bretton Woods II 
 
As far as liberalisation is concerned, the breakdown of the Bretton 
Woods I System occurred in 1971, when the United States announced 
that the dollar would no longer be convertible into gold. This marked 
the transition from fixed exchange rates to floating exchange rates and 
the abandonment of exchange controls. Full liberalisation of the 
movement of capital within the industrialised countries then rapidly 
followed, at the initiative of Ronald Reagan and Margaret Thatcher, 
under pressure from Wall Street and the City of London, but eventually 
with a Franco-German consensus too – the Kohl-Mitterrand pairing – 
within the EU. It was completed within the course of one decade, the 
1980s, i.e. far more rapidly than trade liberalisation, which was 
undertaken via the dismantling of customs tariffs under the GATT over 
the course of half a century. It meant the withdrawal of the IMF, whose 
role in financing and imposing sanctions on countries experiencing 
difficulties with their foreign trade balance was taken over by the 
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financial markets. This is what I call Bretton Woods II, whose doctrine 
was embodied by the Washington Consensus4, and was far removed 
from the ‘managed liberalism’ of the early days. The full liberalisation of 
capital flows, long advocated by neo-liberal economists as a panacea for 
global growth, had shown its limitations. In particular, thus far it has 
enabled the United States, whose dynamic economy and the safe environ-
ment it provides for private property have earned it the confidence of 
the international financial markets, to pursue an expansionist monetary 
policy generating a level of foreign debt which is formidable and 
fundamentally destabilising, though still denominated in dollars. 
Liberalisation now calls in turn for a re-evaluation in the wake of the 
current crisis. Can the global economy enjoy stable development by 
perpetuating the ‘privilege of the dollar’? Should it be based on the free 
movement of capital in all circumstances? Is full liberalisation an 
indisputable tenet of economic theory? Does it follow from imperative 
international obligations? Or is it a dogma of neo-liberal theory, and a 
practice which was unwisely allowed to spread? Last but not least, 
another question: given that we are where we are, can we really move 
backwards in time? As Alexandre Lamfalussy5 recently asked, using a 
neat image, ‘can we force the genie back into the bottle?’ Europe, for its 
part, can certainly subject the free movement of capital with third 
countries to regulatory and fiscal standards compatible with its own. 
This should be the nub of the European debate regarding the crisis. 
 
 
3.2 How finance changed: from banking to the stock exchange 

and the market 
 
Finance itself has undergone three radical changes: the main revolution 
in finance, which coincided with the international liberalisation of capital 
flows and the advent of the information economy, took place in the early 
1980s and consisted of three ‘D’s – disintermediation, despecialisation 

                                                                 
 
4. In the wake of the September 2008 crash, the Washington Consensus, which for twenty 

years had acted as a doctrine for the IMF, the World Bank, the OECD and the EU, became an 
orphan. There were numerous denials of paternity among Washington’s think tanks and 
lobbies, including by the IIF, long regarded as its putative father. It involved firstly 
recommending, or even imposing, prudent and flexible macro-economic policies, which was 
fair enough, and secondly structural reforms inspired by neo-liberal doctrine, which was 
improper and counterproductive. 

5. Conference at UCL (Brussels) organised by Altercité, held on 20 October 2009. 
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and deregulation – on the basis of experiments conducted in the United 
States and Great Britain. The banks relinquished some of their traditional 
role as financial intermediaries between savers and investors, converting 
short-term deposits into long-term loans, in favour of a role in which they 
act as advisers, agents and operators in direct finance. Stock markets 
increasingly took the place of banks in providing finance to companies 
listed on the stock exchange. Institutional investors (pension funds and 
mutual funds) brought small shareholders together in order to secure a 
higher proportion of the company’s added value for them, by exerting 
constant pressure on companies. Capital investment funds too played an 
important role in restructuring companies and in mergers and 
acquisitions, with the sole aim of realising capital gains for the 
purchasers, despite the high price paid in terms of social costs. Managers, 
motivated by extravagant remuneration and by stock options offering the 
prospect of significant capital gains, structured the running of their 
companies so that they could maximise the short-term return on 
investment, and thereby meet the expectations of investment funds and 
banks acting both on behalf of shareholders and on their own account. 
The entire system of corporate governance was changed in the process. 
The company found itself reduced to the status of being just another 
profit-centre within the financial landscape. It was exploited by global 
finance and lost its own community dimension. Another significant 
feature of the European model was called into question.  
 
The other revolution in finance relates to the securitisation of loans 
granted by banks, with a view to selling these loans on the secondary 
market, and passing on the specific risks attached to equity or debt 
instruments (interest rates, exchange rates, commodity prices, 
solvency) in the form of new and highly complex market vehicles. These 
derivatives provide further opportunities for making profits by 
differentiating the financial products which are a source of market 
power, via arbitrage and speculation feeding vast movements of capital6 
on a global scale, the effect of which is sometimes stabilising and 
sometimes destabilising. Overall, sharing out individual risks admittedly 

                                                                 
 
6. Dominique Plihon, referring to an estimate produced by the Bank for International 

Settlements (BIS), mentions a tripling in the size of the foreign exchange market between 
1989 and 2007, to the sum of 2,000 billion dollars per day, i.e. the size of France’s GDP (in 
Les grandes questions économiques et sociales, edited by Pascal Combemale and published 
by La Découverte, Paris 2009, p. 280). 
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allows profits to be made, but above all it feeds systemic risk, especially 
when the indebtedness of operators, facilitated by low interest rates, 
weakens the economy in the face of a downturn in the markets.  
 
Finally the financial landscape is diversifying and structuring itself: on 
the one hand, investment funds are multiplying by exploiting product 
differentiation, and on the other, banks are merging according to a logic 
of economies of scale and prudential standards, and finally, an 
important role is being played by financial conglomerates, which are 
building bridges between all of the various business lines. 
 
 
4. A mixed assessment for deregulated finance: less 

growth, more instability and inequalities 
 
An overall assessment of the financialisation of the global economy 
becomes problematic if we look at it from the viewpoint of the three 
traditional canons of economic analysis: efficiency, i.e. contribution to 
growth, stability and equity. 
 
 
4.1 Innovations which are less about creating added value… 
 
In terms of efficiency, the past three decades suggest that the function 
of financial innovation – which was the initial justification for giving 
carte blanche to finance in order to emancipate it from the supervision 
of States – has gradually lost some of its impact on growth. It cannot be 
denied that financial innovation – especially venture capital – played a 
key role in the information technology revolution which boosted the 
global economy for at least a decade. It undoubtedly facilitated foreign 
direct investments, which are an important vector for the development 
of international trade, especially in the emerging economies and the 
economies in transition. However, the abusive transposition of the 
stock options model from start-ups, for which they were justified, to 
companies well established in the market, did not stimulate the growth 
of the economy as a whole, and deregulated securitisation proved to 
favour speculation rather than investment. Overall, growth has not 
risen in Europe for twenty years now, and in the United States it has 
benefited just 1% of the population, whereas in China, growth was at its 
maximum level at a time when financial liberalisation remained strictly 
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limited to commercial transactions. So far, the contribution made by 
financial innovation to global growth is yet to be proven. The burden of 
proof lies with the financial industry, which has conspicuously failed to 
provide it.  
 
 
4.2 … and more about destabilising the economy 
 
As far as stability is concerned, finance constantly exposes the real 
economy to four main sources of instability: firstly, the financial 
management of States themselves, which, by rapidly building up debt 
on a massive scale, can provoke an exchange-rate crisis and an increase 
in the cost of borrowing, thereby driving out productive private 
investment; secondly, the swings which the economy undergoes 
between deflation and inflation, an inherent feature of the operation of 
credit; thirdly, the risk of borrowers becoming insolvent is always likely 
to trigger a financial crisis where debt levels are high and the business 
cycle is turning round; and finally, in an interdependent global 
economy, the monetary policy pursued by the country anchoring down 
the whole system, which in the case in point is US policy, may prove to 
be a destabilising factor. 
 
Once the dollar and gold were uncoupled in 1971, finance became an 
increasingly destabilising influence: since the 1980s, there has been an 
endless succession of exchange-rate crises, triggered by speculative 
pressures in a world of more or less floating exchange rates7, and 
financial crises – sometimes centred around stock market crashes, and 
sometimes around bank collapses – linked to over-indebtedness, 
culminating in the Wall Street collapse of 15 September 2008. The most 
remarkable thing here is that this time the instability is not attributable 
to the financial policy of States, but to excessive levels of debt run up by 
households and financial operators, feeding financial and property 
bubbles. These excessive debts were made possible by the lax monetary 
policy pursued by the Fed8, while the European Central Bank (ECB), 

                                                                 
 
7. The practices involved in speculation (a ‘one-way bet’) are based on linking one currency to 

another (pegging, crawling peg, target zones). 
8. The favourable interest rates which allowed poor US households to take on too much debt 

were also exploited by financial institutions to boost their own debt, and thereby increase 
their leverage, and consequently their own returns on investment. This strategy allowed 
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which took a rigorous – even rigid – approach to current inflation, 
ignored inflation on real-estate and financial assets. The crash 
invalidated once and for all the main axiom of neo-liberal thinking, i.e. 
the theorem of efficient markets, which first of all holds that assets 
markets, especially the market for financial assets, function like 
markets for goods, which is not true; that they take on board all 
available information, which rules out the existence of bubbles, and is 
not true either; and that they adjust of their own accord, without any 
political intervention, which might be true, but only at a staggering cost 
to the economy and to society. In point of fact information asymmetry 
and herd-mentality behaviour contradict the very presuppositions of 
the doctrine underpinning the self-regulation option. On the other 
hand, the theory of the fundamental instability of financial markets 
propounded by Minsky, based on a thesis by Keynes, is more 
convincing. This theory holds that as markets constantly create 
imbalances, monetary policy has to correct them. In particular, it must 
both ‘burst the bubbles’ as soon as they start to appear, even if this 
means provoking a small-scale recession, and prevent excessive levels 
of debt building up. After all, in the initial phase, this excessive 
indebtedness makes the economy more vulnerable to shocks, and later 
produces inflation to bring it under control9. 
 
 
4.3 … and generating income  
 
However, the most serious objection which can be levelled at finance 
relates to its increasingly insidious role in the distribution of income 
and assets. After all, why should the debate be focused on the failure to 
regulate the financial markets in terms of stability, when, in the 
regulatory system designed by the financial sector itself, everything 
points towards a deliberate intention to allow financial profitability, and 
thus the exacerbation of inequalities, to take precedence over the 
stability of the real economy? Admittedly, the accumulation of capital 
and the concentration of wealth have always been the powerful driving-

                                                                 
 

them to issue and purchase more lucrative financial products, because they carried higher 
levels of risk. Cheap borrowing therefore eased the perception of risk. 

9. This thesis is brilliantly set out in an essay of remarkable concision and clarity, written by 
George Cooper, the author of ‘The Origin of Financial Crises ’, Vintage Books, New York 
2008. 
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forces of free-market capitalism, but financial globalisation is now 
providing this with an unprecedented degree of irresistible force, and 
an inherent risk of destabilising our societies and bringing 
protectionism to the fore of the global economy once again. In fact a 
complex financial system has built up over a period of three decades, as 
a result of sedimentation at a global level, assisted by progress in 
technology and liberalisation. This system has a dual function: on the 
one hand, securing an ever more advantageous remuneration for 
capital, and on the other, carving out a growing share of the added value 
for the financial industry itself. Tax avoidance via fiscal engineering or 
tax fraud committed by channelling money into tax havens are the 
finishing touches of the maximum-profit strategy, which pushed the 
system to breaking-point. A public regulation vacuum has come into 
being, between national States constrained by their borders, and 
international institutions constrained by the sovereignty of States, 
including micro-States acting as tax havens. Here, we need to take a 
look at the mechanism used by finance to concentrate incomes and 
property. 
 
Ever since stock markets took the place of banking intermediation in 
the 1980s, finance, just as much as technology, has affected the distribution 
of income, as it has been both the main lever for globalising production 
and the tool for creating shareholder value, which are the two factors 
giving rise to increased inequality. The growing influence of finance 
within the global economy has sanctioned the deterritorialisation of 
capital and its extreme fluidity, allowing it to escape the pressure of 
organised labour and the regulatory and fiscal supervision of States. 
Private economic networks are being superimposed on political 
territories. There is a growing disconnect between capital, which can be 
exported, and labour, which is anchored to its own territory and 
therefore exposed to the risks of unemployment and job insecurity and 
to the pressure applied to unskilled wage levels by the threat of imports 
and offshoring. Due to its relative scarcity in relation to the massive 
increase in the global labour supply, now that China and India form 
part of the global supply of manufacturing and services, and to its 
extreme mobility and fluidity, capital has actually strengthened its 
position vis-à-vis labour when it comes to negotiating its share of global 
added value. It also plays off different national regulatory and solidarity 
regimes against each other, and increasingly avoids paying tax, the 
burden of which is passed on to workers and consumers. Under the 
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influence of these mechanisms, the middle classes in our countries are 
now suffering from the syndrome of a drop in status, which is a 
troubling political fact.  
 
However, in addition and most significantly of all, the financial industry 
itself has exploded. In twenty years, it has doubled its share of stock 
market capitalisation, employment and added value. The main tool of 
this expansion comes in the form of commissions deducted either from 
the margins obtained for shareholders and creditors10, or from the ever-
growing and ever-faster circulation of financial flows, notably via 
speculation, or from concentration and market power. Finance has 
therefore played a key role in reducing the relative share enjoyed by 
wages in relation to profits; it has also been a factor in the growth of 
wage inequalities, whilst at the same time promoting large corporations 
at the expense of the vast majority of SMEs. Linked to financial 
instability, the exacerbation of inequality levels – assisted by the Fed’s 
lax monetary policy – has pushed poor American households into debt. 
This excessive amount of debt triggered the real-estate crisis and 
bankrupted Lehman Brothers. The circle was complete. 
 
In reality, increasing levels of inequality thus became, if not the primary 
purpose, then at least the main function of global finance in the 
advanced countries. Highly dangerous and extremely spectacular it may 
be, but financial instability is only one consequence of this search for a 
larger share of added value. Contrary to the views upheld in the dominant 
discourse, the contribution to growth made by financial innovation has 
become an increasingly debatable justification for deregulation. 
 
 
5. A systemic crisis calls for radical reforms 
 
Any remediation of the crisis therefore has to be holistic: it cannot focus 
solely on the question of financial stability, as is currently the case. On 
the one hand, it must encompass the international monetary system, 

                                                                 
 
10. The return on investment has become so high, absurd even, that we have seen growing 

numbers of companies earmark dividends for buying their own shares, in the absence of any 
reinvestment plans. Needless to say, these capital gains are advantageous for shareholders, 
particularly since they often benefit from more favourable tax treatment. 
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and on the other hand, cover the broader field of equity by including the 
excessive profitability of finance, corporate governance and taxation of 
fluid capital. The regulation of financial markets needs first of all to be 
brought into line with the fundamental requirements of the European 
model, and only then to concern itself with its compatibility with the 
standards of other areas of financial jurisdiction. In other words, the 
model should come first and the liberalisation of capital second. 
Liberalisation should be subordinated to the European model. Europe 
should apply all of its leverage which, as far as finance is concerned, 
could be considerable, to bring financial governance standards into line 
with the high standards of protection and solidarity which the EU 
should strive for.  
 
 
5.1 Behind the G20 screen  
 
The main merit of the G20 is that it has existed since 1999 and provides 
an immediately available alternative to the G7/8, which has steadily 
been losing its legitimacy since China’s rise to power, and effectiveness 
too since it gradually abandoned governance of the economy to the 
markets and chose to overlook the privilege of the dollar. An emergency 
meeting of the G20 was convened in Washington on 14 November 
2008, at the initiative of Nicolas Sarkozy, the then President of the 
European Council, Gordon Brown, conceptual architect of the political 
response to the breakdown of the markets, and George W. Bush, host of 
the Bretton Woods financial institutions (the IMF and the World Bank).  
 
This meeting brought together firstly those countries11 in which the 
financial crisis had first erupted, i.e. mainly the United States and 
Europe, linked by a transatlantic agenda of cooperation on regulations 
and standards, and secondly those countries which were affected by the 
crisis but had significant foreign exchange reserves. The G20 offers a 

                                                                 
 
11. Composition of the G20 at the Pittsburgh Summit held on 24 September 2009: Argentina, 

Australia, Brazil, Canada, European Union (represented by the Prime Minister of Sweden, in 
his capacity as President of the European Council, and by José Manuel Barroso, President of 
the European Commission), France, Germany, India, Indonesia, Italy, Japan, Mexico, 
Netherlands (special permission to attend), People's Republic of China, Republic of Korea, 
Russia, Saudi Arabia, South Africa, Spain (special permission to attend), Turkey, United 
Kingdom, United States of America, World Bank, International Monetary Fund, WTO and 
Forum for Financial Stability.  
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dual advantage: on the one hand, it organises solidarity between 
countries which hold international reserves and the dominant 
economies, with China now claiming its place in both camps; and on the 
other, it links these economies, which account for 85% of global GDP 
and two thirds of the world’s population, with the major international 
organisations like the IMF, the World Bank, the World Trade 
Organisation (WTO), etc. while the presence of the Secretary-General of 
the United Nations (UN) confers a semblance of legitimacy on the 
G20’s work. 
 
However, the G20 has three weaknesses: first of all, its composition 
leaves something to be desired, as the poor countries, especially those 
in Africa, are not represented. Secondly, there is no in-depth community 
of views among its members: on the one hand, the West, discredited by 
its responsibility for the crisis, and its dependent partners (Saudi 
Arabia), and on the other China, buoyed up by its immunity to the 
financial crisis and championing a fearsomely efficient model 
combining free-market capitalism and one-party rule – a Communist 
party, moreover. In her wake she trails the major raw material 
producers (Russia, Brazil) and her challenger, India. Finally the G20, 
like the G7, makes decisions by consensus, which are not binding. 
Operating via a modest ad hoc secretariat, it refers the tasks of 
preparation and execution to specialised agencies and forums, notably 
the IMF, whose resources and powers were upgraded at the first G20 
Summit in Washington, in November 2008. Among the forums, the 
Council for Financial Stability (CFS), which is the new incarnation of its 
predecessor the Forum for Financial Stability12, a body made up of the 
G10 central banks and regulators but now representing the G20, is 
implementing the actual programme to regulate the financial markets.  
 
The G20’s initial agenda was focused on three priorities. First of all 
rescuing the banks and preventing a contraction in lending (or ‘credit 
crunch’) in the wake of liquidity problems in the interbank market were 
viewed as urgent priorities. Initially, this was solely a matter for the 
countries affected by the financial crisis, their central banks acting as 
lenders of last resort, and the governments of the countries of origin or 

                                                                 
 
12. On this occasion, the European Commission, which had hitherto been excluded, joined the 

CFS, together with the new members of the G20. 
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host countries, depending on the case, which guarantee deposits and 
protect the banks from bankruptcy. However, using their sovereign 
funds, the countries holding reserves (China, Russia, Brazil, Saudi 
Arabia, etc.), have the capacity to strengthen the western banks’ own 
resources and thus to consolidate destabilised financial markets.  
 
Next, measures to stimulate the economy and prevent the recession 
turning into a deeper and longer-term depression called for a coordinated 
effort on the part of the large economies, including China, the United 
States and the EU, but including any country able to embark on 
budgetary expansion. The effort expected from China goes further, as it 
implies transferring the source of internal growth from exports to 
domestic consumption and environmental investment. Pressure from 
the G20 is pushing China in the direction desired by the OECD 
countries. The collective undertaking to control any protectionist 
impulses and to earmark the sum of 250 billion dollars for trade 
financing will also sustain the pump-priming effort. The IMF was also 
given substantial resources by the G20 as a whole, to help the least 
developed countries (LDCs), and by the EU to help the economies in 
transition.  
 
Finally, there is the question of regulating financial markets. This 
process will obviously take time, in view of its complexity: it will require 
political agreement within the G20, negotiations in the new Council for 
Financial Stability and transposition into national legislations. 
Nevertheless, on the one hand, the momentum to take this step is there, 
especially in terms of controlling offshore financial markets and 
imposing limits on the salaries and bonuses paid by banks receiving 
State aid, and on the other, we shall not emerge from the financial crisis 
until all of the toxic assets owned by all of the banks are identified and 
neutralised.  
 
There is also the question of the G20’s pertinence with regard to the 
task of regulation. Above all, the G20 provides a screen for this club of 
heavyweight unelected professionals13 who, in the highly discreet 

                                                                 
 
13. Finance, it will be noted, is par excellence a world of experts and practitioners, who are 

sometimes official but unelected, and are sometimes linked to the private sector. On one 
hand, the public authorities delegate a number of tasks to the private sector, and to rating 
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context of the CFS, are negotiating the introduction of the new regulatory 
architecture. This, one suspects, will not be global. It will remain a 
matter for States, which will be free to implement the CFS’s conclusions 
at their own level, or even create yet more multiple and complex 
cooperation structures operating at bilateral or multilateral level. 
Needless to say, the Bretton Woods international financial institutions, 
the Bank for International Settlements and the Basel Committee are 
playing a key role in disseminating the CFS’s doctrines and resolutions, 
though without the force of coercion. However, if this networking 
process is not circumscribed at a political level, it is to be feared that in 
the absence of any political directives it will merely result in remedies 
which are more or less effective but are exclusively focused on financial 
stability. As we have seen, this is only one aspect of the global financial 
problems. The goal of any reforms cannot be to simply put a bloated 
finance industry (destined to witness all the excesses permitted by a 
complex field which is undergoing constant and rapid change) back on 
the rails, simply so that it can fight for market share using innovations 
based on high systemic risk. 
 
In point of fact, countries which hold foreign exchange reserves but 
nonetheless maintain a system of exchange control, such as China, or 
have retained the option of re-introducing it, such as Russia, can 
organise their regulation of the financial markets according to their own 
standards, provided these are acceptable to foreign investors. The 
United States and the EU, for their part, are setting their sights on some 
degree of convergence of the principles laid down within the CFS, but 
working in different ways. The public regulators are actually reluctant 
to push the convergence of arrangements governing standardisation, 
financial supervision and compliance with fiscal legislation too far, 
because they themselves are stakeholders in the fierce global competition 

                                                                 
 

agencies such as Standard & Poor’s and Moody’s, which are responsible for evaluating 
sovereign risk, and to the International Accounting Standards Board (IASB) in the case of 
accounting standards in use within the EU. On the other, the closeness of regulators and 
financiers poses a constant risk within the closed and highly incestuous world of regulation. 
The role played by Goldman Sachs in American financial policy, which is savagely dissected 
under the evocative title ‘The Great American Bubble Machine’ by the scientific journal 
Rolling Stones in its edition dated 9-23 June 2009, which was widely reported in the 
international press, further illustrates the collusion, both intellectual and also highly 
material, which can exist between power and finance in a totally opaque environment, in this 
case in the United States. 
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between financial markets. In reality, the attractiveness of a financial 
market is based only in part on the quality of the private supply of 
financial services: it is also based on its public environment. The 
flexibility of regulation, its robustness, the taxation arrangements 
applicable to investors, managers and traders, together with monetary 
policy, are all factors at work in the rivalry between London and New 
York, between these two markets and their counterparts in Asia (Tokyo, 
Singapore, Hong Kong, Shanghai) and, in the case of London, 
competition from Paris and Frankfurt. The less marked the advantages 
offered by the market, the more the race to attract high added-value 
financial services is based on environmental, legal and fiscal factors. 
Both offshore and onshore markets know something about this subject. 
 
In reality the G20 constitutes a transitional structure which has yet to 
prove its effectiveness and will always lack legitimacy. It offers a 
convenient framework for testing two models of informal leadership in 
global economic governance: either the G2, with China and the United 
States, which is now emerging due to the very large number of 
European players and the absence of the EU as such, or the G3, which 
might assert itself if the EU can cross the threshold of collective 
sovereignty in the critical and indissociable fields of currency, finance 
and capital taxation. 
 
 
5.2 … reforming the monetary system: towards Bretton 

Woods III 
 
The ‘exorbitant privilege’ of the dollar, as French President Giscard 
d'Estaing described it thirty years ago, offers the United States the 
option of running up huge external debts in its own currency and, at 
any given moment, allowing the dollar to depreciate, so that the country 
only has to repay part of its initial debt in real terms. This source of 
cheap finance was being exploited in the USA even before the dollar was 
uncoupled from gold: for example, President Johnson had drawn on it 
to express the ‘guns versus butter’ dilemma when he was waging war in 
Vietnam and embarking on a vast programme to combat poverty, with 
the latter making the former tolerable to American voters. Reagan took 
advantage of it with his Star Wars programme and tax cuts for the rich, 
which were to lead to a twin deficit, both in the budget and foreign 
trade. However, over the past decade, the USA, embroiled in two wars, 
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introducing further tax cuts and enjoying a frenzy of household 
consumption, has accumulated a dollar debt equivalent to that of 
developing countries, largely financed by the trade surpluses of East 
Asia, especially China. The global economy has therefore been boosted 
by a mechanism which is fundamentally out of balance, as the excess 
consumption of the richest country in the world, which translates into 
excessive levels of household debt14 and into a global savings deficit15, is 
being financed primarily by the world’s largest developing country after 
India. 
 
US monetary policy provoked instability in the global system in two 
ways: by allowing cheap debt, it encouraged the emergence of a dual 
structural imbalance – the US deficit and the Chinese surplus – and by 
financing excessive leverage, it fed the financial and property bubbles16. 
Henceforth, curbing the US deficit will mean transferring the burden of 
adjustment – especially in terms of unemployment – to Europe, via a 
depreciation of the dollar. Europe will agree to this without balking, 
because it is a way to pay tax in return for the strategic shield offered by 
the United States. On the other hand, China, which has pegged the 
renminbi to the dollar and is therefore watching its currency depreciate 
at the same rate as the dollar, is escaping the effects of this form of 
beggar-thy-neighbour policy (promoting the economy of one country at 
the expense of another). It is now also openly questioning ‘the privilege 
of the dollar’, while the EU’s protests are limited to the depreciation of 
the Chinese currency, which of course is not credible for Beijing. The 
days of a monetary system governed by a hegemonic power, as was 
formerly the case with the United Kingdom and more recently the USA, 

                                                                 
 
14. Households on low or average incomes have been able to run up debt by using credit cards 

and mortgage loans to finance their day-to-day consumption. The Fed allowed this 
indebtedness to continue by keeping interest rates at a very low level thanks to two factors: 
firstly, bringing down inflation by importing cheap Chinese goods, and secondly, China’s 
wholesale purchases of US Treasury bonds. It is the interest rate on these which determines 
the base rate payable on mortgage loans in the United States. 

15. According to the Financial Times (Jeffrey Garten, 29 November 2009), the USA’s net foreign 
debt tripled last year to $3,500 billion. With a budget deficit of 10% per annum, it is set to 
rise by $1 billion per annum. 

16. However, we should not lose sight of the fact that it was the lack of supervision on the 
European side which allowed American subprime mortgages to be imported and our banks 
to incur excessive levels of exposure. A regime for controlling any destabilising movements of 
capital which did not meet strict quality standards could have prevented the US shock wave 
from spreading. After all, China and some OECD countries, such as Canada, were spared. 
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are now past, in a multipolar world in which maintaining peace and 
prosperity is becoming a collective responsibility. 
 
Restoring order to global finance therefore involves reforming the 
international monetary system, the purpose of which is to guarantee the 
fluidity of international trade by ensuring the convertibility and stability 
of exchange rates, notably by providing the liquidity needed by 
developing countries for their growth, and by advanced countries 
experiencing temporary difficulties to finance their external deficits, 
whereas countries with a surplus would be encouraged to boost their 
imports. 
 
The reform agenda of the international monetary system should 
comprise at least four pillars: 
 
— providing effective supervision and a gradual correction of all 

structural imbalances, including the US deficit and the Chinese 
surplus; 

 
— earmarking additional resources for the IMF, so that it can assist 

with the adjustment process in the poor economies and the 
economies in transition; 

 
— changing the balance of power in the governance of the IMF and 

the World Bank, by giving a greater role on the Council to China 
and other emerging economies and replacing Eurozone Member 
States by the EU itself; 

 
— very gradually and cautiously changing over from the dollar to a 

reserve currency consisting of a basket of currencies similar to the 
SDR, but including the renminbi. This will mean the latter moving 
to full convertibility, with the inherent risk of appreciation. It 
would help to control inflation and assist the changeover from an 
export-led growth model to a consumption-led model.  

 
However, any reform of the international monetary system will be 
meaningful only if the EU perfects its own internal monetary unit, 
which means firstly extending it to encompass the United Kingdom, 
Denmark and Sweden, and subsequently deepening it by introducing 
economic governance for the Eurozone, which is still lacking. An 
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increase in the European budget will be another inescapable factor. 
Once its monetary sovereignty has been established, the EU will 
become one of the pillars holding up a credible new multilateral system. 
However, the link between monetary sovereignty and European defence 
needs to be elucidated, because it is the latter which will keep the 
former in working order.  
 
 
5.3 …. and towards a European model based on triple 

sovereignty: monetary, financial and fiscal 
 
At the present time, playing finance off against the real economy 
continues to be the prevailing temptation in Europe at the level of the 
Ecofin Council; this is less a matter of deliberate intent and more to do 
with the intellectual inertia characterising intergovernmental links in 
Europe, and also due to the formidable effectiveness of the financial 
lobby. The de Larosière report17, which inspired the Commission’s 
legislative package18 currently under discussion in the European 
Council and the European Parliament, demonstrates the limitations of 
taking too pragmatic an approach. It shrinks from promoting the unity 
of prudential control at EU level; nor does it go so far as to design an 
EU crisis mechanism, which is the only way to achieve an effective 
outcome without compromising the unity of the European market. Yet 
we must think the unthinkable when we come to assess the full extent 
of the economic and social transformations which the financial crisis 
has both triggered and revealed. Its effects will last for a generation. 
They will join the issue of lowering carbon emissions, which will sustain 
growth at lower levels. This in turn will make the questions of 
distribution and social cohesion in our societies even more acute and 
expose them to the twin risks of protectionism and populism. First of 
all, it is important to check whether an agreement within the G20 or 
with the United States is a necessary precondition for the introduction 
of a European regime of prudential regulation, in other words, whether 

                                                                 
 
17. The de Larosière report ordered by the European Commission was submitted on 25 February 

2009 and approved by the European Council of 19 and 20 March 2009. 
18. The European Commission, whose term of office had been characterised by a marked 

reluctance to introduce measures to regulate the financial markets, resolved to go down this 
road in the wake of the de Larosière report, by means of comprehensive proposals in May 
2009 and autumn 2009. 
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the free movement of capital takes precedence over the EU’s specific 
needs for regulation. 
 
There is no economic law establishing the absolute superiority of 
complete freedom of movement of capital between countries over 
exchange controls, whereas experience has in many cases demonstrated 
the practical justification for restrictive measures. Free trade and free 
movement of capital are actually two quite different things, even in the 
opinion of a liberal but pragmatic economist such as Lord Keynes. Nor 
does any international treaty impose an obligation making these a legal 
imperative19. Nevertheless, on the face of it, the EU has no room 
whatsoever for manoeuvre in this area, because oddly an article in the 
Treaty has imposed this20 ever since the Treaty on European Union 
(Maastricht, 1992). The TEU incorporated a central provision of the 
1988 directive on the free movement of capital, adopted at the initiative 
of Germany, whose agreement to the first stage of Economic and 
Monetary Union was conditional upon this. Consequently, measures to 
restrict the movement of capital involving third countries can only be 
restored by the EU unanimously. This astonishing unilateral 
renunciation of a key tool of economic policy provides an indication of 
the hold established by neo-liberal ideology on some Member States in 
the 1980s. It would be difficult to imagine such an unwarranted 
abandonment of sovereignty taking place under US legislation, even 
during the Reagan and Bush eras. This provision, which is virtually 
constitutional in nature in view of the hierarchical structure of legal 
standards in Europe, is all the more absurd, especially since the 
creation of the Eurozone, in that the EU constitutes the world’s leading 
source of savings and foreign direct investment. The theory of a flight of 
capital unfolding if the EU imposed restrictive measures appears to 
overlook the requirement for this capital to be invested in profitable 
activities and safe countries. The EU, like the United States, will remain 
a key region for inward investment. 

                                                                 
 
19. At the initiative of its Managing Director, Michel Camdessus, the IMF planned to amend its 

constitution in order to introduce such a provision. In the end, it abandoned this idea in the 
wake of its failure in handling the Asian financial crisis of 1997-1998. The OECD’s codes 
covering the movement of capital have no coercive value either. 

20. Article 63 of the TFEU (TEU 58) provides that ‘(…) all restrictions on the movement of 
capital between Member States and between Member States and third countries shall be 
prohibited’. 
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Nevertheless, regulation of financial markets and the European capital 
taxation regime need to allow for the possibility of restricting the free 
movement of capital to or from countries which are deemed to apply 
standards less rigorous than European internal legislation,. This is the 
only premise compatible with the restoration of full financial and fiscal 
sovereignty in Europe. It is also the pre-condition for making the 
legislation in these areas subject to requirements governing financial 
stability, and fiscal efficiency and justice consistent with the European 
social model. 
 
The key idea is to remove from the financial industry as a whole the 
implicit guarantee of systemic rescue by the authorities: in reality, this 
allows the sector to build its brazen prosperity on an implicit and vast 
moral hazard. Admittedly, the authorities must treat finance as a 
gigantic source of externalities and consequently guarantee its stability. 
However, this assurance must be rigorously defined and must ensure 
that those in charge – managers and shareholders – continue to be 
subject to sanctions imposed by the market and by law. The merits of 
financial innovation must also be carefully weighed and cannot be 
allowed to result in a situation in which regulators and supervisors 
constantly find themselves one step behind the operators, even though 
the errors made by the latter in their headlong rush for market shares 
and profits may have serious consequences for the economy. Inevitably, 
these restrictions will have an adverse effect on the financial industry’s 
profitability – which in any case is largely artificial. The sector therefore 
needs to be restructured, and calm restored to the finance industry. 
 
Which principles should underpin regulation, prudential supervision 
and tax treatment in a fully integrated and thus centralised European 
financial area, including those guiding the design of the budgetary 
mechanism for rescuing clearing banks experiencing a solvency crisis? 
The aim should be to have the most robust and efficient financial 
industry in the world – and one which pays taxes – but also one which 
has been resized so that it can release capital and human resources to 
benefit the real economy, by encouraging young talent to make a career 
in a lab or a start-up company, rather than on a trading floor or in 
mergers and acquisitions. The impact on productivity will undoubtedly 
be greater on our economies which are yearning for growth. 
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This means: 
 
— turning the EU into an integrated financial area and, in order to 

achieve this goal, organising a strictly unitary structure which is 
both centralised at European level (regulation and registration) 
and decentralised at national level, for the functions of regulation 
and macro and micro-prudential supervision; 

 
— completely covering all market segments, so as to eliminate any 

distortions of competition between regulated and unregulated 
sectors, and avoid contagion of the markets; hedge funds and 
private-equity funds should be subject to controls; their operations 
should be channelled through public clearing houses (standardisation 
and transparency), as their products end up on regulated markets 
which they are therefore in a position to ‘pollute’; 

 
— consolidating the capital base of financial institutions so as to 

achieve a better balance between shareholders' equity, leverage 
and the level of risk posed by assets; if necessary, returning to a 
separation between clearing banks and investment banks (Glass-
Seagall). Logically, these two measures will lead to a reduction in 
their actual profitability, which will raise the cost of credit for 
businesses, so inevitably, there is some trade-off between stability 
and efficiency; 

 
— adapting accounting standards21 – especially to correct their pro-

cyclical nature (mark to market) – and preventing conflicts of 
interests with rating agencies; 

 
— eliminating moral hazard by clearly defining the scope of State 

intervention in advance, subjecting managers and shareholders to 
the sanction of the market and by introducing the concept of an 
‘economic offence’ – as a matter of public policy – in the case of 
bankruptcies attributable to management negligence and resulting 
in serious damage to the economy; 

                                                                 
 
21. Here we should highlight the pioneering work carried out by Nicolas Véron, a Bruegel 

researcher and La Tribune columnist. It forms part of a broader current of thinking, which is 
up to date and throws light on the whole question of regulating financial markets. 
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— redefining corporate governance in order to encourage long-term 
development benefiting all stakeholders, rather than simply 
seeking short-term remuneration for shareholders; 

 
— creating a ‘transit chamber’ – if necessary by resorting to a Tobin-

type tax to facilitate the process of tracing capital flows22 – so that 
the origin and destination of capital can be checked, and European 
prudential and fiscal standards can be applied to it, in order to 
prevent ‘prudential and fiscal dumping’, if necessary by resorting 
to mutual recognition agreements with countries whose standards 
are on a par with the EU’s. This measure would enable tax havens 
outside the EU to be brought to heel, and which turn would mean 
eliminating them within the EU. 

 
This last point implies putting an end to tax competition which, far 
more effectively than social competition, is undermining the very 
existence of the European model23. European-level taxation of fluid 
capital (financial assets and profits made by cross-border companies) 
would at minimum require harmonisation of national taxes (assessment 
bases, taxation rates) or at a later stage even a European tax. Part of the 
revenue raised by the latter could be channelled into a rescue fund for 
banks or systemic institutions, so as to prevent any discrimination 
between States based on their financial strength. On the face of it, such 
an aim appears out of reach today, particularly since unanimity in fiscal 
matters has been reinforced in the wake of the Irish referendum. 
Nevertheless, we should recognise that in a context of low growth and 
high public debt, and in view of the absolute need to rebalance the 
budgets without increasing the tax burden, the question of how this tax 
burden should be distributed between capital and labour, between large 
corporations and SMEs, between the working and non-working popu-
lations, and especially between young people suffering from financial 
insecurity and affluent pensioners, is destined to become a central 

                                                                 
 
22. With the exception of OTC flows (private trades between banks and customers), capital 

passes through clearing houses (Euroclear, Clearstream) which already deduct their margin 
from these transactions. OTC operations could be obliged by law to pass through a public 
clearing house. 

23. According to Prof. Bernard Plagnet, moving tax payments offshore by means of transfer 
prices charged internally by multinationals costs France alone no less than 7 billion euros 
(Le Monde, 1 December 2009). 
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question in several countries of Europe. Currently viewed as technical 
and obscure by the layman, and therefore not within the sights of 
ordinary people and their representatives, capital taxation is set to 
establish itself as a key issue in political debate, in the same way as 
benefit fraud or the integration of young immigrants. 
 
In the coming decade, whether the sovereignty hard-liners like it or not, 
the EU will increasingly have to take on board the entire logic of 
integration, encompassing the single market, governance of the 
Eurozone and the issues of financial and fiscal regulation. Too many 
externalities, policy spillovers and ignored economies of scale are now 
diluting the effectiveness of European economic policy. The political 
discourse must now also prepare public opinion ‘to think the 
unthinkable’, by making it realise that the cost of inaction, or action 
that is too slow, too late and too partial, will ultimately be harmful to all 
States and all categories of citizens. 
 
 
5.4 Europe must project its values outwards, but must first of 

all live by them internally 
 
The migration of the global economy towards Asia and the differential 
in the rates of demographic ageing herald the EU’s relative economic 
decline. Its influence will continue to decline if it fails to offset this 
decline via stronger unity. This unity can only be achieved through 
internal efforts. One cannot project power if it is not accompanied by a 
coherent, tried-and-tested vision of one’s values and interests. Besides, 
the financial crisis, with all the chaos it expresses and entails, has 
seriously eroded the reputation of the West, whose discourse, which 
tends to be condescending, will now be heard less in the rest of the 
world. Yet Europe, if it is to remain faithful to its long history, still has a 
great deal to say to the world, and above all it has a duty to say it. After 
all, given that Europe was the first continent to enter the modern era via 
free-market capitalism, it should also be the one to embark on its 
radical reform. This is exactly the point we have reached now. It is not a 
matter of putting forward an overall design, but experimenting with 
new forms of human relationships, taking into account factors such as 
ageing, scarcity of resources (in a world still committed to growth over 
the long term), climate change, social cohesion and culture. Europe has 
a capacity both for doubt and for invention, which marks it out as a 
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candidate to explore new avenues and present them to the rest of the 
world, so as to disseminate, through tried-and-tested social practices, 
the universal values of dignity, freedom and justice which we have 
learned, often through tragedy, over the course of our history. The 
world no longer needs to relive these tragic experiences, especially 
given that, in view of nuclear proliferation and the collapse of the state 
apparatus in some countries, the risk of a nuclear winter has returned. 
The best tangible contribution the EU can make to world peace today is 
to keep its markets open and thereby impose discipline on its private 
finance, consolidate its public finance, and within this framework, 
implement solidarity and environmental policies. However, the EU 
must also take responsibility for and assume its full share of the burden 
of its own defence. There is no such things as civil sovereignty alone. 
Sovereignty is indivisible. The EU’s admission to a G3 to oversee the 
multilateral system in association with a more representative nucleus of 
countries than the G20 will come at the price of the EU’s access to full 
sovereignty. 
 




