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Redetext USA-Reise

The German general election in September of this year will be held against the background of the ongoing eurozone crisis. But — in contrast to countries like Greece or Italy, where we see powerful movements opposing the austerity-leaning prescriptions of the European Institutions and the IMF — in Germany the anti-crisis policy itself is not a hot topic in the election campaign. So far, only smaller parties on the fringes of the political spectrum are rallying more or less openly for Germany to leave the eurozone.   

In parliament the actions taken over the last three years to rescue the common currency were jointly supported by the coalition parties of CDU/CSU und FDP, but also by the main opposition parties SPD und DIE GRÜNEN (THE GREENS). This joint commitment would be misinterpreted, if one were to conclude that there are no differences between the governing coalition and the opposition about the way economic, monetary, fiscal and social policy should be conducted in the EU and especially in the eurozone.

However, in nearly every single instance in which we in parliament have to vote about Euro-related questions, we are confronted with plain “black or white decisions”. Do we approve a rescue program agreed upon with a eurozone member state in need of help or don’t we? And if we voted “No” this would mean in nearly every case that the respective country would be in acute danger of being forced out of the currency union altogether, starting the unraveling of the Euro and possibly of the entire European Union. As members of parliament, and more specifically as members of the opposition, nobody asks us how to design a rescue package for Greece or Cyprus or any other country requesting assistance. Of course we would have answers quite different from the one-eyed austerity approach of Mrs. Merkel and the Troika. But that’s simply not the question we have to decide upon.

The one big exception was the so-called fiscal compact, which the eurozone members agreed upon last summer. This treaty, in essence, reinforces and strengthens the deficit rules of the Maastricht treaty and imposes the idea of a “debt brake” at the European level. Of course, there is much debate about the effect of a rule like this on crisis-ridden countries. But politically we also had, in the last analysis, no room for a “No” in this issue, since we had incorporated an even stricter debt rule in our national constitution just a few years ago, with the consent of the whole parliament except for the small left-wing group of “DIE LINKE”. And it’s quite hard to convince the electorate of the wisdom of politically opposing rules for fiscal behaviour of foreign countries applying for German taxpayer money when these rules are less strict to begin with than the rules imposed on their own German government. Nonetheless, we forced the government to supplement the fiscal compact with European initiatives to promote economic growth and fight against youth unemployment, and with the introduction of a Financial Transaction Tax (FTA). Unfortunately, there has been very little progress on the first two issues up to now, while there has been remarkable activity on the FTA.  

Apart from these political considerations, there is also another – and indeed much more important – reason why the crisis is not the dominating topic of the German election campaign: There is no crisis in Germany, at least not on a scale in which peripheral European countries (and, in fact, more and more of the so-called “core” of the eurozone as well) are affected. Of course, even in Germany the growth figures for the last few quarters are not impressive. On the other hand, on a country level, including federal, state and municipal budgets and social security, in 2012 we had a combined budget surplus, —though the federal budget was still in deficit, as were the state budgets as a whole. In 2012 we experienced the lowest level of unemploy​ment since reunification. And in spite of a sharp decline of German exports to the crisis-ridden countries of the eurozone, we recorded the largest export volume ever in 2012. So what crisis are we talking about? It is, in the perception of the German electorate, the crisis of the others, the crisis of those who don’t save enough, who consume too much, who export too little, who don’t come up with a solution for their banks. And of course, in this view, it is the crisis of those who now want the German taxpayer or the German saver to bail them out. 

So even if you are convinced, as Social Democrats for the most part are, that a monetary union cannot properly work without at least a suitable amount of sharing the burden of sovereign debts, without the backstop of a common bank resolution and deposit insurance system, and without an economic rebalancing that does not place the full burden on the deficit countries, the question is how you sell this to a German audience in an election year?  

And so, willy-nilly, any bolder step towards more integration either on the part of the European institutions or on the part of the nationally fragmented financial markets will have to wait until after the election. At the regular June summit of the EU, we therefore won’t see real progress on the issue of a banking union, and of course nothing on the “Economic Government” that the French President, Monsieur Hollande, once again requested to be established by the eurozone members.

As far as the project of the banking union is concerned, we will have a vote in the Bundestag in June on the first stage of the banking union, the so-called “Single Supervisory Mechanism”, due to start operations in January 2014. There are still many open questions, for instance about a possible conflict of interests inside the ECB taking over the double charge of monetary policy and bank supervision. A few days ago, there were some rather frightening press reports about putative ECB plans to use its supervisory knowledge to discriminate between different banks in terms of their access to central bank liquidity in the future. And there are concerns emerging also from the inside of the ECB whether a single supervisor without the authority and the means to resolve banks makes any sense at all. So it seems a fair bet to say that there is still a long way to go to reach a truly universal banking union within the eurozone.

But to be sure, the reconstitution of a truly integrated financial market within the eurozone seems to be an indispensible step to overcome the real-economy divisions that have built up between the member countries. The “balkanization” of the banking sector, as Nouriel Roubini put it, is directly feeding into the macro​economic imbalances by undermining access to credit especially for small and medium-sized enterprises in the crisis-ridden countries. As a result, small firms in Greece, in Spain, in Italy are collapsing in ever growing numbers, depriving the households and the public budgets alike of their income and their possibility to cope with the debts already accrued. This in turn reinforces the problems of the banks due to a rising amount of bad loans and the possible devaluation of government bonds in their vaults.

So, in marked contrast to the economic situation of Germany to which I referred earlier, the eurozone as a whole has been in recession for some time now. Unemployment is rising to record levels not only in the crisis-ridden southern periphery, with unemployment rates approaching 30% in Greece and Spain, but also in a core country like France. Industrial production is lagging behind pre-crisis levels in nearly every member state except Germany, the debt-to-GDP ratios are in steep ascent, while the economies deteriorate and enter deflation mode, as for example in Greece, where nominal GDP is declining even faster than real GDP. This real-economy division eventually impairs the transmission of the single monetary policy of the ECB. And that is exactly what was the subject of controversial debate ahead of the latest interest rate cut: One member of ECB board argued against the rate cut, suggesting that it would not improve credit conditions in the crisis-ridden countries, and that it would clearly be the wrong policy step for Germany.
Still more far-reaching central bank interventions — as proposed by some members of the ECB board as well as in an unusual statement by a voting member of the US FED’s “Federal Open Market Committee” a few days ago —, such as quantitative easing through the purchase of vast amounts of corporate bonds to reach out directly to the troubled SMEs, are virtually a no-go area in the German debate, in particular without appropriate haircuts on the collateral. [Anmerkung: Ich bin mir nicht sicher, ob ich das entsprechende Satzfragment richtig verstanden habe.]
In fact, doubts about the path that the ECB has chosen to fight the crisis are entering the public debate and public opinion in Germany today: Negative real interest rates pose a problem for small savers and life insurers as well. The flight into stocks and real estate to secure private wealth leads at the least to concerns about the development of bubbles in those markets. And soaring prices in real estate markets drive up the rents for low and middle-income families, while the gains are confined to the more and the very wealthy.

So it is not the crisis policy itself but more likely the unintended side effects of the rescue measures that are affecting our election campaign, since the questions of income and wealth distribution, and of affordable housing are the main focus of the campaign and areas of substantial difference between the governing coalition and the opposition in Germany.

The questions of income and wealth distribution lead to clear antagonism over tax issues and the question of a universal minimum wage guaranteed by law. In these areas, Social Democrats (and the Green Party) are fighting for higher taxes on very high incomes and for the re-imposition of the wealth tax, as well as for the minimum wage. Besides, we favor strong measures against tax evasion, a topic finally entering the international agenda. As you may know, Social Democrats in Germany opposed the ratification of a new tax treaty with Switzerland, which would have granted tax-evaders more favourable terms than faithful taxpayers. And of course we prefer to have stricter rules against tax evasion by multinational companies. If the current international attempts to cope better with these problems prove unsuccessful, maybe a closer look at our local business tax could provide some clues on how to do better, since it includes provisions that adjust taxable profits by adding payments of rents, license fees and interest, thereby allowing companies to minimize their tax obligations.    

Our aim is to finance by all these means additional federal programs to enhance child-care facilities and schools, as well as real investment on the community levels, which directly improves the situation of local businesses. We also advocate new infrastructure programs to overcome, for instance, traffic problems caused by damaged streets or bridges that have not been repaired for decades. We also fight for improvements and the strengthening of the solidarity aspects in medical care and in care for the elderly – topics you know very well from your own last election campaign in the US and the ongoing disputes between Republicans and Democrats.

Another hotly debated issue that touches on the question of fairness and equality as well as on overall economic considerations is energy policy. On this issue, Germany chose a singular path amongst all industrialized countries by deciding to quickly abandon nuclear energy following the Fukushima disaster. In fact this was a re-re-decision, with the current governing coalition having at first abandoned the nuclear exit plan of the former red-green government, only to proclaim their own exit just half a year later. So, in the years to come we have to rebuild the resource base of our energy supply and the required new transmission infrastructure, because the new renewable resources – for example offshore and onshore wind energy – are located far away from the nuclear power plants that they are intended to replace. And the programs to foster the installation of solar energy have rather severe distributional consequences for energy producers and energy consumers, which place a heavy burden on low-income households and on energy-intensive businesses. On both issues, the current government failed to take appropriate actions after the decision to abandon nuclear energy.  

As you can see, although Germany, as a member of the eurozone, and the United States are in very different economic and institutional positions, the main political topics in our respective countries are not very different — which may be not too bad a point from which to embark on a mutually beneficial discussion.  

