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EDITORIAL

he suspense-filled elections in the United States are over

at last, and now large parts of the U.S., not to mention
Europe and the rest of the world, can breathe freely again.
President Obama finally has an opportunity to come to grips
with parts of his agenda that were neglected during his first
term, and to take on new challenges. The world is hoping to
see bold initiatives in climate change policy and wants the
U.S. to assume a more circumspect leadership role, including
due consultation with its partners, in the trouble-plagued
global arena, especially the Mideast powder keg. The essay by Thomas Pogge
is especially interesting in this regard, because he sheds light on the causal
connections between worsening inequality in the United States and the scan-
dalously high level of inequality that now prevails worldwide. He also indicates
what sorts of changes would be needed to bring about a better world. Lew
Hinchman points out the limitations imposed by divided government on the
newly re-elected President as he tries to maneuver between a Democratic Senate
and a Republican House of Representatives. The prospects are not exactly rosy,
but there are glimmers of hope for improvement on some issues. Much will
depend on the political skills that President Obama brings to the table.

The Euro-crisis, a hardy perennial in Europe and around the globe, drags
on into another round of talks with no breakthroughs in sight on the key issues.
Matthias Kollatz-Ahnen, former vice-president of the European Development
Bank, presents a preliminary balance sheet that reveals both how little progress
Europe has made toward overcoming the crisis and exactly what urgent measures
remain to be taken. The results so far have been disappointingly meager.In 2013
Germany, the key to all the unsolved problems in the EU, will be holding elec-
tions of its own. For the moment, the prospects are not encouraging for an
honest assessment of the results of previous policies. Nor should we expect cou-
rageous, long-overdue moves to go on the offensive and institute an effective
regime of economic governance based on much deeper political integration.
Things are quite different, however, in another of Europe’s original core mem-
ber-states, the Netherlands. There the parties that gained the most seats in recent
national elections were the ones that openly proclaimed their and the country’s
responsibility for the cohesion of the eurozone and pointed out the advantages
that accrue to everyone from European cooperation. But we should not lose
sight of the fact that bestowing greater powers on the EU will require additional
democratic control measures — and that is no trivial matter.

Thow @

Thomas Meyer
Editor-in-Chief and Co-Publisher
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Matthias Kollatz-Ahnen
The Euro-Crisis: An Interim Report

Grading the outcome

The euro-crisis, including under that heading all the measures designed to resolve
it and all the attempted bailouts, has brought the public to the point of out-and-
out perplexity and confusion. The following essay therefore tries to provide some
clarification about what was decided at the European Summit near the end of
June, how those decisions are being implemented, and, finally, what issues must
be addressed so that we can find our way out of the impasse.

Matthias Kollatz-Ahnen

(*1957) is a physicist and economist.

From 2006 until the beginning of 2012 he was
vice-president of the European Investment
Bank. In that role he was responsible for EIB
activities in the field of structural policy,

Given this confused situation, two basic
scenarios can be imagined. One would
feature a search for scapegoats plus some
simple declarations in the face of a crisis
that will not go away. As components of

especially concerning newly acceded
member-nations.

Matthias.Kollatz@t-online.de ‘ h

During the summer of 2012, after more
than four years of financial crisis, a
certain sense of confusion had begun to
take hold in the German public. For the
umpteenth time in the aftermath of an EU
summit, it was proclaimed that the crisis
was finally under control. But a good many
attentive observers began to get the feeling
- once again - that such was not the case.
Quite the opposite seemed to be happening.
On the other hand, the »end game« of the
euro, which had been invoked so many
times and was supposedly going to con-
clude with Greece’s exit and/or the break-
up of the eurozone, did not come to pass.
Nevertheless, one had to reckon with the
likelihood that such doomsday outcomes
would be invoked over and over again.
One has the impression that the crisis has
entrenched itself in Europe, and that the
German federal government is acting
without any plan. Its initiatives may have
been able to avoid more serious damage
(although all of them were calibrated for
the short term), but it is still not clear how
the crisis is to be resolved once and for all.
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this scenario one would have to include
the outrage expressed by elements of the
CSU and FDP against bailout packages as
well as their European-level policymaking
in general. The other one would aim to
develop a crisis-fighting strategy based on
multiple perspectives, one that combined
short- and medium-term actions in a rea-
sonable manner. But for now let us confine
ourselves to the status quo.

During the French presidential elec-
tions, in Italy,and in Germany on the occa-
sion of debates between government and
opposition about the Fiscal Pact, doubts
were raised about the paradigm that had
previously been taken for granted as the
only possible way out of the crisis: auster-
ity policies. Such policies would enforce
simultaneous, joint deficit-reduction by all
countries and thus overcome the crisis
automatically.

In that sense the decisions made at the
EU Summit Meeting in June marked a
compromise suggesting that a rethinking
of old assumptions may have begun. This
second look may produce an adjustment
in the austerity policy, supplementing it
with a simultaneous, sustainable growth
policy, since the EU and the eurozone are
headed into a recession. According to



current forecasts France, Italy, and Spain
will all remain in recession in 2013.In Ger-
many too, prospects got gloomier between
May and August, especially the country’s
hopes for exports within Europe. The up-
swing in jobs may also come to a halt.

In Germany, due to dissension within
the parliamentary majority, the decision-
making process brought two separate is-
sues together as a kind of package deal: the
Fiscal Pact (the Treaty on Stability, Coordi-
nation, and Steering in the Economic and
Currency Union) and a proposal to adopt
the European Stability Mechanism (ESM)
as a permanent aid-providing institution.

That move could have been the pre-
cursor to a European Currency Fund. The
Fiscal Pact was pushed through at the Euro-
pean level by the federal government in
order to win the support of the CDU/CSU
and the FDP for the European Stability
Mechanism. Basically, the latter contains a
sort of debt brake that includes states,local
governments, and social insurance institu-
tions and features a limit of 0.5 % of gross
domestic product (GDP) on new indebt-
edness. The Fiscal Pact goes into effect on
January 1, 2013, while the debt brake be-
comes effective on January 1,2014.

The federal government had hoped to
obtain the concurrence of the CDU/CSU
and the FDP, because the Fiscal Pact
stipulates that only countries which have
already signed and implemented it would
be eligible to draw funds from the ESM.
However, the government was not able
to garner a »chancellor majority,« i.e.,
a majority of all its MPs, and had to rely
on some opposition votes.

In spite of divergent legal advice, the
federal government approached the oppo-
sition in advance, conceding that a two-
thirds majority would be needed for any
law incorporating the Fiscal Pact. Thus,
since the opposition was accorded the
right to have some input into the agree-
ment, the SPD and the Greens focused on
two points.

First, they wanted to get an effective
transaction tax passed that would achieve
several goals, including the following: en-
hancing the state’s revenues in order to
bring the financial crisis under control; in-
sisting on greater participation of the fi-
nancial sector in the costs, attaining great-
er transparency concerning the registra-
tion of all transaction costs,and - as a stee-
ring mechanism — making sure that purely
speculative, very frequently made trades
were given less favorable treatment.

Second, they stuck to their demand for
a growth program that would provide for
a short-term redirection of the EU budget
towards greater growth. They asked in
addition that the European Investment
Bank, which finances growth projects in
EU countries, should receive an increase
of paid-in capital to finance more such
projects and make additional financing
available for small and medium-sized
businesses. Finally, they hoped to reorient
EU finances in the direction of innovation
and to mobilize both private and public
funds toward those purposes.

The Party of the Left decided to say
»no« in principle to the entire Fiscal Pact.
However, after protracted negotiations the
federal government agreed to the oppo-
sition’s demands on most points. Just be-
fore the summer recess the government
introduced the transaction tax in Parlia-
ment in the form of a proposal for deeper
cooperation between at least eight EU
countries at the European level. It should
be assumed that this minimum number
has already been reached, and that the tax
will be adopted before the end of 2012.

Germany found itself in a relatively
isolated position at the European summit.
Because of Germany’s short-term crisis
management, its partners got the im-
pression that this country, with the EU’s
strongest economy and thus a leading role,
was focusing excessively on itself and not
adequately representing the all-European
perspective.
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That is the reason why several crucial
counterbalancing measures against Ger-
many were adopted, and the summit was
judged by many to have been a defeat for
Merkel. So, for example, Italy — with the
support of practically all the other coun-
tries — pushed through a resolution ma-
king it easier for them all to access the ESM.

Countries that fulfill the terms of the
Fiscal Pact and EU budget guidelines can
now access the ESM without having to
accept a specially imposed adjustment
program which usually carries stringent
requirements. Such programs were im-
posed on Greece and Portugal, for example,
and precipitated years-long recessions in
both countries.

There was another crucial amendment
to the plan, this one pushed through by
Spain. From now on ESM financing could
be given directly to banks rather than
circuitously, via state budgets, a procedure
which had served artificially to increase
the latter’s deficits. This second approach
to EU support would become possible
once the affected banks were subject to
European bank regulation and a fund to
wind up insolvent banks was in place.

In September a program was approved
(despite doubts by the German Central
Bank) to purchase government bonds.
Meanwhile, the German Constitutional
Court gave its approval to the ESM, but
subject to the requirement that parliament
would have to act if the new agreement were
to be broadened or augmented in the future.
The instruments thus provided in accord
with the summit’s decisions have extended
the EU’s ability to deal with the crisis.

Unpopular course corrections and
half-hearted implementation

It has been obvious since the EU summit
in June that the Merkel government really
does not want the growth-related elements
and at best only reacts to pressure from
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others. This suspicion is corroborated by
the quarrel with the European Parliament
over the EU budget. The latter is always
adopted for a seven-year period and thus
has a built-in tendency to allocate fewer
funds during the first few years and more
thereafter. One of the ideas incorporated
in the Pact for Growth and Employment,
unanimously approved by the heads of go-
vernment, was to make strenuous efforts to
spend previously un-earmarked funds as
quickly as possible so that they could con-
tribute to faster growth. Furthermore, funds
committed to projects were to be repur-
posed if the projects had been delayed by
the crisis or proved to be overambitious.
Contrary to those priorities, member coun-
tries approved a 2013 budget that simply
ignored those ideas and instead targeted
small and medium-sized enterprises and
innovation for cuts, precisely the areas that
were supposed to be supported. In response,
the EU Parliament threatened to reject the
budget. Now the expectation is that nego-
tiations will drag on far into fall. In the end,
the federal government probably won’t be
able to block the package approved at the
summit, but it can delay it and thus deprive
it of part of its effectiveness.

It is difficult to discern any strategy in
the way the government has conducted
negotiations, except its unrelenting focus
on the short term. The government’s ten-
dency to react to the pressure exerted by
each situation as it arises has so far led
to increasingly costly variations on the
theme of »playing for time.« If there is any
strategy at all here, it is simply faith in a
strict course of deficit reduction ac-
companied by so-called structural reforms
in every European country and all at once.
To achieve those reductions, the focus has
been on cutbacks in government expendi-
tures, wage reductions, and cuts in social
services. However, the rapid recovery that
was projected to occur once the deficit-
reduction measures were in place has fail-
ed to materialize. The policy of austerity



has so far served to worsen the crisis,
and that is the reason why it needs to be
supplemented by a policy of growth. The
decisions reached at the June summit re-
present the first step toward a reversal in
policymaking, but they should be follo-
wed up by further measures. For ideo-
logical reasons the federal government is
tenaciously resisting just this sort of turn-
around. In the course of the scholarly
debate over economic policy, the evidence
has been accumulating that the federal
government’s approach cannot be justified
on either theoretical or practical grounds.
One study, published in June of 2012 by the
IME, shows that low interest rates spark a
rapid recovery and consolidation programs
promote recovery more effectively if they
rely more on tax increases and less on
spending cuts. Finally, the study indicated
that reductions in expenditures should be
spaced out over a longer period of time to
avoid an economic downturn with all of its
attendant costs. The IWF research suggests
some broader conclusions. The countries
involved in the euro-crisis have worsened
its symptoms by imposing poorly design-
ed programs all at once. Furthermore,
those programs have relied too much on
reductions in spending, have neglected tax
increases, and failed to keep in mind the
importance of stimulating growth.

Minimum requirements for
a middle-range program

If we want to have a stronger voice in the
ongoing political discussions and enhance
our chances of influencing decisions, it
may make sense to imagine a package of
measures that would be necessary to get
Europe out of this crisis. This sort of »anti-
crisis compass« may help us to determine
whether specific measures are likely to
lead us in the right or wrong direction, and
whether they bite deeply enough to enable
us to bring the crisis under control.

The most important elements in this
kind of practicable minimum program are
as follows:

® An investment program for sustain-
able growth, innovation, and employment
on an order of magnitude comparable to
the postwar Marshall Plan, i.e., around
2.5% of GDP. Extended over 6 years, that
would amount to around 60 billion euros a
year at the all-European level. If these
funds were focused somewhat on Europe’s
crisis-ridden countries, they ought to ac-
tivate or stimulate investments without
further burdening the budgets of the coun-
tries in question. In the context of this
program, capital supplied by the European
Investment Bank should be increased by 10
billion euros by injecting more of the
already committed capital.

® Creation of a banking oversight
institution for the roughly 20 largest banks,
including a fund for bank liquidation.

® Passage of a financial transaction tax
that would also apply to derivatives. If this
is to be an EU tax, it would be proper to
make the revenue available at the EU level,
thereby increasing the latter’s capacity
to intervene in crisis situations such as
the liquidation of banks. If no consensus
can be reached at the EU level, then the
revenue should be turned over to the
member states. In a way analogous to what
was said of the EU, such revenues should
be devoted partly to enhancing crisis-man-
agement capabilities and partly to deficit
reduction. After all, a substantial portion
of such deficits were created originally by
the crisis in the financial sector.

® A strong signal to the markets that
the eurozone will be maintained and
that interest rates for government bonds
should be limited. The most sophisticated
proposal for going beyond the ESM was
put forward by the German Economic
Expert Advisory Board. It involves a debt
amortization fund to which all govern-
ment debt exceeding 60 % of GDP would
be assigned. The fund would thus have a
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volume of some 2.3 trillion euros. Although
each state would have to bear the burden
of its own debts, the most hard-pressed
ones would benefit from markedly lower
interest rates, since there would be joint
liability for the fund. In the case of Italy such
a scheme would mean interest rates of some-
thing like 3.0 % instead of slightly more
than 6.0 % today. German interest rates
have fallen below the rate of inflation, from
4 % prior to the crisis to between 1.2 and
1.5 % today. The debt amortization fund
could expect rates of between 2.5 and 3 %.

® »A politics of location-improve-
ment, but without blinders« would reduce
and ultimately prohibit tax avoidance,
tax evasion, and clandestine employment.
All of these phenomena are more common
in the EU than in other developed OECD
countries. Furthermore, minimum rates
for corporate taxation of business enter-
prises should be established.

® Comprehensive programs to improve
economic productivity and enhance ex-
porting capacity in the hard-pressed EU
countries. The focal point for these efforts
should be the revision of industrial policy
directed toward small and medium-sized
firms, because they will be the engines of
stabilization and recovery. The second com-
ponent should be promotion of innovation.

® A program of constructive conduct
for EU countries with high current account

Sigmar Gabriel

surpluses, to include increased investment
in domestic infrastructure and the intro-
duction of suitable minimum wage levels.

® Democratization of the entire deci-
sion-making process by strengthening the
EU Parliament as the continent’s central
decision-making body. One crucial source
of the confusion about and discontent
with the current situation is the demo-
cratic deficit and the difficulty citizens en-
counter in understanding how decisions
are reached. In practical terms this means:
let’s get rid of inter-governmental treaties
and let the European Parliament make the
decisions. Yet at the same time we must
see to it that the EU Parliament enjoys
greater democratic legitimacy.

® Creation of a more robust but smal-
ler financial sector accompanied by a
strengthening of the real economy. There
should be regulation, not self-regulation.
The failure of the latter has lately become
apparent since it came to light that banks
had been committing fraud for years in
setting official interest rates. Equity requi-
rements for banks should be increased and
long-term financing should be given pre-
ference instead of being handicapped
by regulations. Other milestones in this
minimum program would feature regula-
tion of the non-banking sector, including
hedge funds, and the advantaging of low-
risk banking models. M

Willy Brandt died twenty Years ago

sigmar Gabriel

t the SPD party headquarters in Ber-

(*1959) is Federal Chairman of the SPD
and co-editor of NG/FH. Previously, he was
the premier of the state of Lower Saxony
and Federal Minister of the Environment,
Nature Preservation, and Reactor Security.

lin, named after Willy Brandt, there is
a bronze statue of the former Chancellor
measuring more than three meters in
height. Nevertheless, the monument, cre-
ated by the painter and sculptor, Rainer
Fetting, does not make a remote and super-
human figure out of Brandt. This Brandt

sigmar.gabriel@spd.de
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is a man whom the times molded just as
much as he molded them. He doesn’t adopt
the pose of a great leader pointing the way
toward a better future: Fetting’s Brandt
gazes calmly downward. His hands seek
to comprehend, but at the same time to
explain. That is just the way his contem-
poraries knew him: thoughtful, cordial,
occasionally even moody, but always ready
to listen. Sometimes he was polarizing; at
other times, he brought people together
and gave them a sense of direction. In short,
this Brandt is very human. To this day he
remains a towering political personality
who embodies a different Germany from
the one that had been discredited for de-
cades by the brutality of National Socialism.

Willy Brandt is more than just the
face of Germany’s transformation into a
modern, enlightened nation open to the
world. As a politician he himself advanced
and decisively shaped that transformation.
Eight chancellors have governed Germany
since 1949. Twenty years after his death
Willy Brandt stands out as a visionary
unlike any of the others who have held that
office during Germany’s second democ-
racy, partly because his legacy spanned
generations.

1969, the year he took office as chan-
cellor, marks a turning-point in Germany’s
postwar history. If one is ever entitled to
speak of a shift in power and policies, then
certainly that description fits the transi-
tion from the Christian Democratic chan-
cellor Kiesinger to Social Democrat Willy
Brandt. The latter owed his popularity to
his ability to outline a clearly articulated
goal for his policies. He had a unique under-
standing of how to translate the esteem
and fascination he awakened in other
people into democratic support. That, in
fact, was his paramount achievement in
politics, one that stoked the charisma that
still surrounds him to this day.

Willy Brandt shaped the Federal Re-
public even though his tenure in office
lasted less than five years. Many of his

initiatives continue to influence our own
time.

The government policy declaration he
delivered on October 28, 1969 before the
German Parliament featured the motto
»Dare more democracy.« This inspiring
dictum continues to affect our language
even today, because politics always has to
involve risk. The reform projects sub-
mitted by the Brandt government read like
the proclamation of a re-establishment of
the second German democracy. And, of
course, the members of the Brandt govern-
ment did not rest on their laurels after
making that proclamation.

Willy Brandt’s tone was optimistic and
full of vigorous confidence: »We are not at
the end of our democracy; we are just
getting started.« The social-liberal govern-
ments after Brandt’s have redeemed that
promise. He and his successor, Helmut
Schmidt, created a new style of governing,
which Brandt described as follows: »We
have as little need for blind consent as our
people do for affected dignity and regal
distance. We are not looking for admirers;
we need people who can think critically
along with us, take part in decision-mak-
ing, and bear joint responsibility.« This
is a principle that should be the lodestar of
every democratically elected government
today. In fact, every government should
have to measure up to it.

Today, participation has become a prin-
ciple that pervades society. The far-reach-
ing reforms of the social liberal era of
government helped make it so. Amend-
ments to the penal code, numerous reforms
in social policy, the new Works Council
Constitution Act, the broadening of co-
determination in the private sector, poli-
cies to aid the accumulation of wealth by
ordinary citizens, extensive educational
reforms, a social-welfare state committed
to upholding the human right to a dignified
life: these are the lasting accomplishments
of Brandt’s reform policy. But there is more:
it can allow us to sense the breadth of the
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possibilities that politics must take into
consideration once again.

Yet Willy Brandt also stood before the
Parliament on that October day in 1969 as
the representative of the »other Germany.«
A sworn opponent of Hitler, he had been
forced into exile in 1933. Like many other
Social Democrats he resisted National So-
cialism. On the very evening of the election
Brandt spoke of the fact that his — Brandt’s
- victory meant that Hitler had finally lost.
In retrospect he was not simply exagger-
ating the meaning of his electoral victory.
For the first time since 1930 Germany again
had a Social Democratic chancellor. A few
months earlier Gustav Heinemann, also
a Social Democrat, had been elected to
the office of Federal President.

National Socialism was no longer hush-
ed up, repressed, or denied. Brandt’s chan-
cellorship ushered in - albeit hesitantly -
a new phase in Germany’s effort to come
to terms with its National Socialist past.
This was symbolized by one simple gesture:
On the day that the Warsaw Treaty was
signed, Willy Brandt fell to his knees be-
fore the monument to the heroes of the
Warsaw Ghetto.

That humble gesture by Brandt, the
resolute opponent of the Nazis, became
a symbol of democratic Germany’s new
beginning. Germany no longer needed to
ask its neighbors to forget. In this way,
Germany was able to become a nation of
good neighbors, just as Brandt had inten-
ded in his government policy declaration.
The Nobel Peace Prize that Willy Brandt
won in 1971 was awarded in honor of this
new beginning. Brandt’s new Eastern Po-
licy, which among other things signaled
the recognition of the postwar order in-
cluding Germany’s partition, set the stage
for the Europeanization of German foreign
policy. The latter inaugurated the integra-
tion of Germany into the European com-
munity of states, a move that proved to be
politically and psychologically irreversible.
Without a policy of detente, it is impos-
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sible to imagine how the partition of Ger-
many could have been overcome.

Willy Brandt was chairman of the SPD
from 1964 until 1987, longer than anyone
else before or after him. During his time in
office hundreds of thousands of mainly
young people joined the SPD. Between
1976 and 1992 Brandt served as president
of the Socialist International. Together with
Bruno Kreisky and Olof Palme he made
the organization far more politically signi-
ficant than it had been previously. Partly
on account of Brandt’s efforts the SI be-
came a forum for a north-south dialogue,
which put asymmetrical globalization on
the table as a new global social and eco-
logical challenge.

Willy Brandt wrought lasting changes
in the SPD. He was a Social Democrat
who thought strategically and considered
his actions in the context of the party’s
history. Brandt did not want to lead a
successful opposition party; he aspired
to shape political events. For that to hap-
pen, the SPD would have to win over new
voting blocs in favor of its policies. As early
as the Party’s election-year convention of
1972,i.e.on the eve of the greatest electoral
triumph in the history of the SPD, he was
already talking about the »new middle.«
By this he meant an alliance of voters
joining together as a reform coalition.
Brandt described the role of the SPD in
forging this alliance as follows: »As T under-
stand the political geography, (the SPD) is
the great party of the left which must in-
corporate within itself all the currents of
social democracy and of democratic so-
cialism. The glue that holds them all to-
gether is the conviction that social advances
and changes can only be carried out in
freedom and strict allegiance to the demo-
cratic juridical state.«

Even with the benefit of hindsight
there is nothing to add to his observation.
Those words remain as his legacy and
simultaneously as guidelines for us, the
successor generations. M



Thomas Meyer
Interests versus Fundamental Values?

A clarification

Thomas Meyer

he ideologue of power, Carl Schmitt,
once decreed that »anyone who talks
about humanity intends to deceive.« Poli-
tics, he said, is necessarily a contest between
friends and enemies, a struggle for power
and conquest far removed from the realm of

(*1943) is professor emeritus of political
science at the University of Dortmund
and editor-in-chief of the journal Neue
Gesellschaft/Frankfurter Hefte. His most
recent books, published by VS Press, include:
Social Democracy: an Introduction and

values. Hence, anything that might unite all
the citizens of a republic or, for that matter,
human beings as such - even including a
tangible common good - must be little more
than an illusion for simpletons and a pious
fraud perpetrated by those in the know.
Public opinion surveys and political com-
mentary in the media show that the public
esteem accorded politicians and parties, at
least in respect to their statements about
fundamental and other values, is not nearly
as low as Schmitt’s conclusion would sug-
gest. However, his remark really does reflect
suspicions that are still widely held. Refer-
ences to fundamental values in the clash of
political parties do indeed meet with a stub-
born skepticism that seems motivated by
one of two forms of mistrust: either lofty
ideals are being misused for tactical advan-
tage or else the entire discourse of values is
merely a distraction from the things that
really count in politics. But in any case the
high-minded authors of opinion columns
as well as social-scientific theorists shy away
from the idea that values are important.
People who consider themselves enlight-
ened and on the cutting edge of critical
world-views feel certain that ultimately, in
the real world of politics, only interests mat-
ter. And this they believe to be so especially
in cases where fundamental values are most
often invoked. The interest underlying all
other interests they take to be economic.
There are good reasons why such sus-
picions haunt the discourse of values.
Every day we see that political parties refer

What is Fundamentalism?

thomas.meyer@fes.de

to the very same set of basic values - free-
dom, justice, and solidarity - yet they
constantly quarrel about the concrete mea-
nings of these values. Their party platforms
offer solemn declarations of value, but the
extensive sections that follow these de-
clarations, the fine print so to speak,
disseminate quite different ideas about the
economy, the state, and society. So then
what is the point of these grand values?
If we wish to avoid being entrapped by
illusions, rhetorical tricks or tactical ma-
chinations, shouldn’t we eschew all talk
about basic values and other »question-
able« appeals to the community and just
cut to the chase - i.e,, talk about interests
and the conflicts between them?

It is certainly true that political misuse
of and arbitrary appeals to fundamental
values gradually have become a public
scandal. This detracts from our ability to
cite any objectively binding criteria that
might enable us to evaluate what is going
on in society. Over the past 15 years sooth-
ing rituals of values have been invoked in
support of the interests of capital and great
fortunes, just at a time when battles over
distribution were becoming increasingly
heated, working to the detriment of the
less well-off. The liberal mainstream has
breezily offered us the consoling thought
that all this was being done in the name of
»true« freedom and justice.
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Interests and
fundamental values

So, in light of these developments should
not those who seek to limit powerful
economic interests and protect the rights
of the most vulnerable take a very different
approach, one that is tougher and more
»economic,« rather than simply review the
grammar of those values? It is in any case
striking that the advocates of the most
powerful economic interests typically act
without paying the least attention to jus-
tifications, propaganda, or universally valid
formulas. Meanwhile, even the most pas-
sionate debates about values over the past
few years have left behind almost no visible
trace on social reality. That is true even
when those debates have been stoked by an
outrage felt throughout society, as occurred
recently when the financial sector scan-
dalously flouted norms of justice.

Is that pattern rooted in the nature of
things? Is there a law that — as Marx sup-
posed - caused the moral idea to make a
fool of itself whenever it collided with
interests? Or does it arise from a peculiar
juxtaposition of circumstances that have
affected us, but perhaps would not affect
other kinds of societies?

The current mismatch between eco-
nomic interests and fundamental political
values could scarcely embody the very
nature of things. Otherwise, how could the
labor movement and its bourgeois allies
ever have carried on a struggle for equal
liberty and social rights that managed to
overcome all setbacks and convert the
societies in which it was fought out into
reasonably well-functioning social democ-
racies? In the latter the majority has used
its liberties to set undeniably effective
limits to the interests of the economically
powerful, and those have stood the test of
time even under the »pressure of markets.«

Objection, your honor! There is a
counterargument to this line of reasoning.
It says that the true driving force behind
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workers' accomplishments had little to do
with the sheer moral weight of value-
derived claims. Rather, what mattered was
the vital interest that the disadvantaged
majority had and indeed had to have,
in the basic values of the labor movement
- liberty, equality, solidarity. That is in-
controvertible; nevertheless, we ought to
ask whether the two positions sketched
above really contradict one another. Are
fundamental values nothing more than
desiderata dreamed up by right-thinking
persons to keep hard-boiled interests in
check? If so, then obviously one could not
expect much from them in the real world.

Whatever the key words and their com-
binations may be, at the heart of the dis-
course concerning fundamental values in
capitalist democracies there are two essen-
tial questions. To what does the concept of
equality refer, a concept that unquestion-
ably underlies all notions of justice? And
what is actually involved in the idea of
liberty, which is always accorded top billing,
rhetorically at least? The answers to these
questions do not follow from the words
themselves, since everybody uses them.
Rather, they issue from the visions that
represent them and the policies that in-
corporate them.

To be sure, democratic political dis-
course rarely disputes the claim that the
normative core of the basic values contes-
ted by political parties somehow involves
the notion of equal liberty associated with
some conception of solidarity. But let us
take a closer look at the classic conflict
between right and left among parties
committed to democracy, putting aside all
propagandistic semantics and games of
hide-and-seek.

We soon discover that the parties, in
their actual practices, are indeed guided by
a certain understanding of fundamental
values. But when it comes to practical
interpretations, the claim to universalism
implicit in these basic values gets drawn
into the wake of socio-economic interests.



For that reason - as the real-world appli-
cation of fundamental values will show -
two diametrically opposed variations on
the themes of liberty and equality emerge
along with their corresponding affinities
within each model of justice.

Supposing we could succeed in laying
bare the basic math, the rules of composi-
tion influencing how such fundamental
values are fleshed out. In that case it would
be easy to clarify the considerable differ-
ences in the way various political parties
and schools of thought understand them.
At the same time it would be possible to
relate these understandings to the social
and economic interests which they express.
In both the liberal and conservative ver-
sions of economic libertarianism, liberty is
defined in a purely formal, negative way,
as a kind of defense against outside inter-
ference. By contrast, social democrats see it
as a substantive and positive capacity that
both empowers the agent and includes the
social conditions of its own actualization.

Libertarians treat equality as a political
value only, restricted to the role of citizen
and the social opportunities that citizens
enjoy. Social democrats, however, want
it to apply as well to the real-world oppor-
tunities that people may or may not have
over the course of their lives.

Despite their differences both sides
could agree that justice requires equal liber-
ty. Consequently, the paired terms »liberty«
and »justice«, which on the surface every-
body seems to agree about, actually entail
two quite different models of the state, eco-
nomy, and society, having quite far-reach-
ing implications for human beings and
their de facto opportunities in life. On one
hand there is libertarian democracy with
its commitment to market fundamen-
talism, and on the other social democracy
with its imperative of social citizenship.

This clarifies the link between ideas
and interests in the realm of fundamental
political values. Assuming democratic rules
of the game, if one initially adopts a purely

economic understanding of interest (as
many influential actors do) then formal
freedom and a minimum level of political
equality turn out be expressions of the
interest in freedom of property and the
market. In other words, these values reflect
the interests of those who profit from un-
regulated markets and property owner-
ship. By contrast, the economic interest of
those who are handicapped by freedom of
property and the market finds its fitting
expression in the values of positive liberty
and social equality of opportunity. Taking
broad conceptual meanings rather than
words as our starting point, on the level of
fundamental values we have reached the
heart of the distinction between left and
right, although these ideal types perhaps
tend to exaggerate the differences between
them.

The political interest
in compromise

When capitalist democracies were in their
early stages, the interests embodied in
these fundamental values were clearly
opposed to one another in the way sketch-
ed out above. But as democracy developed,
it became more urgent to find paths to-
ward political compromise. Democracy
managed to build a sort of bridge between
the two extreme political and economic
positions, since little was to be gained for
either side by perpetuating conflict now
that democratic politics could modulate
the harshness of a capitalist economy. It
sounds paradoxical, but there was a vital
interest on both sides in mediating their
antithetical interests and working out a
»social-democratic compromise.«

The agents who embodied these great
economic interests came to recognize that
they would not survive in a democracy
without making substantial concessions to
the social interests of the working classes.
The very principles of the free market and
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ownership of the major means of produc-
tion were themselves highly contested on
account of their unacceptable social im-
pacts. But in time, labor unions and social
democratic workers’ parties all over Europe
found out that they could perceptibly re-
inforce their freedom and enhance their
opportunities by bringing property under
social control and regulating markets
through social and political means instead
of by radically overturning both.

Ever since then, the unwritten — and in
some cases even the written — constitu-
tions of Europe’s capitalist democracies
have acknowledged that the social founda-
tions of equal liberty cannot be ignored.
The more strongly influenced a given
country has been by the social democratic
compromise, the more explicitly it has in-
corporated those principles. Everywhere
there are two conditions that determine
how strong the social foundations of a
country must be in order to meet genuine
demands for equal liberty, keep social peace,
and enable a society to become economi-
cally productive: the strength of working
class self-organization and its political mo-
bilization in a democracy. The social demo-
cratic compromise is permanently contes-
ted and can never be taken for granted.

We need to have
a new debate

For nearly two decades now we have looked
on as the trustees of capital and market
interests, abetted by globalization and the
crisis in financial markets, have largely
succeeded in voiding the social democratic
compromise and dismantling the social
achievements it had once made possible.
With breathtaking rapidity inequality has
returned in full force, along with increasing
insecurity.

Considering the standard of living
they had once known, many people have
now begun to notice a narrowing of the
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scope of their liberties. That is, they are
experiencing more and more »material«
constraints on their ability to live freely.
This trend has entailed greater inequality
and abridgements of freedom for many
people; yet those responsible for it have
not openly sought a revised understanding
of fundamental values. Instead they have
rammed through their new order under
the pretext that there is no alternative to it.
Meanwhile, they have hypocritically con-
tinued to pay lip service to the traditional
formulas about freedom and justice.

Thus, we are experiencing a de facto
change of course toward the social and
political polarizations of yesteryear, which
were once honestly expressed in the anti-
thesis between libertarian and social inter-
pretations of fundamental political values.
It is therefore high time to counter the
retrogression we have seen in the reality of
everyday life with an unambiguous public
clarification of the content of these values.

We therefore need to launch a new
debate about fundamental political values,
but one in which freedom and justice are
no longer considered empty words that
can be manipulated and used however one
pleases. The first thing that must be clar-
ified is exactly what economic and social
arrangements the actors have in mind
when they speak of freedom and justice.
To be sure, such a step would not change
much in and of itself, but at least it would
enable us once again to see more clearly
the reality — especially the interests and
intentions — behind the words that polit-
ical actors use. That alone would supply an
important missing piece of political en-
lightenment. What has to become visible
again is the truth that there are major alter-
natives and concrete interests at stake, even
though the words used to depict them
conceal more than they reveal.

There are two issues that need to be
addressed. Does freedom include the whole
of a persons life or is it a partial, halfway
state of affairs? And will equality only apply



to the citizen qua voter, or will it embrace
the broader context of social life-chances?
A universal interest is involved in the
fundamental value of equal liberty: the
claim to freedom that every single human
being implicitly makes. Because that is the
case, it would be worthwhile to launch a
new conversation about these alternatives.
Such a debate would show how far the
opponents’ arguments actually go and
at what point the naked interest of the
stronger begins to take hold.

Now it is certainly true that ideal types
do not convey the true complexity and
discontinuity of the processes at work here:
how interests are to be translated into
political values, and how such values then
affect the way in which interests are under-
stood. The converse is true as well. Fun-
damental values are imperatives of polit-
ical morality; therefore, they determine
which social and economic interests will
appear legitimate in the public sphere.

These tensions give rise to interpretive
contests over the meaning and content of
fundamental political values. In turn, the
latter supply answers to the question of
how the entire societal order is to be legit-
imized in the eyes of its citizens. Battles
about fundamental values are of course
shaped by purely economic interests, but
two other kinds of interests also enter the
fray: the social and moral interest in a fair,
non-violent order and the political interest
in a stable democracy.

Equal liberty is clearly in the social
and political self-interest of the »under-
privileged« strata, since it holds out the
promise of tangible improvement in their
real-world opportunities. By contrast, the
socially privileged strata must recognize
that they will have to give up their privi-
leges. After all, that is what norms of social
justice imply. They will emerge the losers as
long as they understand their interest ex-
clusively in light of short-term gains and
losses. It is at this point that differences of
opinion spring up in their ranks, as empir-

ical research on social environments has
revealed. In some of the crucial social set-
tings in which the middle classes dwell, its
members are considerably — even predom-
inantly - influenced not only by their own
social situation but also by political inter-
ests as well as those rooted in social mora-
lity.

There is a complicated overlapping of
several factors at work here, including their
own immediate economic interest, norms
of solidarity, civic responsibility for a stable
democracy, and the interest they all have in
a fairly integrated, non-violent civil society.
And so it turns out that a well-considered
interest in the politics of equal liberty is
alive and well amongst the »enlightened
bourgeoisie.« Meanwhile, when one looks
at the bottom of the social hierarchy - albeit
surely not only there - one can observe
that irrational »cultural« belief systems
such as nationalism, populism, or racism
can shroud a person’s social interests in an
impenetrable fog.

In short, fundamental values are not
just icing on the cake. Nor are they exer-
cises in altruism and self-denial; rather,
they link up with tangible interests. The
setting in which the universal funda-
mental value of equal liberty most readily
dovetails with diverse social interests is
the public sphere, but only if it remains
undistorted by power grabs and affords the
same opportunities to participate equally.
In the public sphere it becomes evident
which interests can be justified and which
cannot, in light of the fundamental values
to which everyone professes allegiance.

Thus, as the public debate becomes
more democratic, it becomes easier to
separate the wheat from the chaff. In a
public sphere without artificial barriers,
narrowly economic interests always make
fools of themselves when confronted with
the social-moral idea. That is why a major
new debate about equal liberty and its
social prerequisites would be most worth-
while today. M
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During the last few decades political
scientists have interpreted the evo-
lution of democracy in radically different
ways. One school of thought has diagnosed
aretreat from democratic practices, a crisis
of parties and parliaments, the end of the
primacy of politics, and an ongoing de-po-
liticization that might culminate in »post-
democracy.« The other heralds the irre-
sistible triumphal advance of parliamen-
tary democracy and the expanding world
of participation. The latter includes every-
thing from the New Social Movements to
the democratic dawn in Eastern Europe and
the » Arab Spring« all the way to Germany’s
»angry citizen« or even the grass-roots
primary election that selected the Green
Party’s top two candidates for the impend-
ing elections to the Federal Parliament.

In short, we have one set of theories
optimistically crowing about democracy’s
progress — presumably to serve certain
ideological purposes — and another set that
offers one-dimensional doom-and-gloom
scenarios. However, there are three new
books that may enable us finally to move
beyond this dichotomy and avoid pitting
differing perspectives on democracy against
one another. Democracy may be conceived
as: a story of promise and fulfillment, a
history of crisis, and a perpetual quest for
new forms of freedom and participation.

In a wide-ranging study committed to
the defense of democratic principles,
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the Berlin historian, Paul Nolte, describes
a surprising historical arc carrying the
reader across millennia of democratic deve-
lopment. We are transported from Athenian
democracy through the early phases of
parliamentary government in England
and the United States in the 18™ century,
to the French Revolution’s democratic
impulse, the dictatorial reverses of the 20th
century, West Germany’s thorny path to a
democratic culture, and, finally, to present-
day efforts to expand democracy, not for-
getting the fault lines that still divide its
adherents. Nolte does not want to hear
sweeping assertions about democracy’s
demise. Rather, as he puts it, »there is much
evidence that our descendants will not
look back at the decades around the year
2000 as the beginning of the end of democ-
racy. Instead, they will encounter a tur-
bulent period of reinvention, but also one
in which people began to move away from
the straightforward representative-elec-
toral model of the postwar era.«

Yet during this process of upheaval
some epoch-making trends have made
their appearance. First, there have been
the recent successes of the democratic
principle. It might be said that democracy
has flourished in two different ways: »Al-
though powerfully influenced by neo-
liberal and global capitalism during the
last three decades, democracy has not
withered away; it has actually expanded.
For one thing, democratic forms of govern-
ment have been spreading at the expense
of authoritarian regimes and dictatorships.
For another, its own internal dynamics
have spurred the rise of civil society and
participatory democracy.«

Second, democratic politics is being
driven to the brink by capitalism, which it
is allegedly no longer able to hold in check.



Jirgen Habermas, Julian Nida-Riimelin
and Peter Bofinger have recently summed
up this trend, describing an »advanced
transformative process that is changing
welfare-state-oriented citizens’ democra-
cies into democratic facades beholden to
the market.« Nolte concedes that democ-
racy doesn’t work without a capitalist mar-
ket economy, a position which will seem
less than visionary to many readers. Yet its
antithesis, capitalism without democracy
in its politically authoritarian or dicta-
torial versions, does occur frequently in
history. Alternatively, one can look at the
relationship between capitalism and de-
mocracy as a historical process, as Chris-
tian Krell, Thomas Meyer, and Tobias
Morschel have done in the foreword to
their anthology on democracy: »While an
economic order based on market capi-
talism usually favors the emergence of
democracy, it may also gradually under-
mine the latter unless it is propped up by
far-reaching social reforms.«

Third, while Nolte does regard financial
markets as the principal menace to democ-
racy, he expands the list to include some
other, more recent challenges, such as in-
creasing social inequality as well as the de-
cline in participation and autonomy: »At
stake here are two issues: whether everyone
is being fairly included in all the available
(material, cultural, and political) opportu-
nities, and whether individuals have the
ability to direct their own lives instead of
having them controlled by other people
from the outside.« He also wonders whether
notions such as »moderated democracy«
may take the basic democratic order (in-
cluding freedom of the press and expres-
sion, free elections, parliamentary govern-
ment) too lightly, as compared to mere
good governance (efficiency, concern for
the general welfare, a certain degree of pre-
dictability and tolerance). He sees yet an-
other challenge to democracy in the »fray-
ing« of the nation state, the scope and
responsibilities of which have been eroded

both by its integration into the transna-
tional and global order and by pressures
exerted by civil society on local politics.
Both tendencies may allegedly lead to de-
mocratic abstinence. In this vein one heard
talk last summer in Italy that the demo-
cratic left there did not want to hold new
elections to replace the transitional tech-
nocratic regime, because they were afraid
that they would win and have to govern
under the harsh dictates imposed by the EU.

The volume of essays penned by Serge
Embacher addresses the other, more posi-
tive side of this fraying of the nation state.
As far as he is concerned, it is civil society
that provides the key to solving modern
problems. Unlike Nolte, Embacher explic-
itly links his arguments to the notion of
»social democracy,« combining his analysis
of the failed policies of the last decade with
a plea - revealing his strong political com-
mitments - for concrete steps toward re-
form. The goal is to be a »society of citizens
founded on solidarity.« Such a society, re-
cently given impetus by the internet, would
become the most important link between
the life-worlds of society and higher-level
politics as well as the political parties.

Embacher’s message can thus be sum-
med up as a politics of justice through par-
ticipation: » The tasks of a society of citizens
include: encouraging the parties to adopt
new strategies and thus influencing govern-
ments to make different decisions; redis-
covering the politics of social equalization
and thus of social justice; and reestablishing
the primacy of politics over markets. Only
a society of this kind can empower politics
to strike out on alternative paths.«

Is it really the society of citizens alone
that is capable of all this? The anthology
assembled by Tobias Morschel and Chris-
tian Krell in the aftermath of last year’s
Congress on Democracy, sponsored by
the Friedrich Ebert Foundation, addresses
some different dimensions and sets of
topics in the current German debate on
democracy. Their collection may also be

NG|FH 1]2013 15



regarded as, in effect, a body of political
advice offered to those in the SPD working
on organizational policy for the party’s
basic program, especially on the sections
devoted to revitalizing participation. Re-
sponses to the current crisis (de-politi-
cization, globalization, deregulation, in-
equality, the limits on representative de-
mocracy, loss of prestige and membership
by political parties) offer strategies of
reform for social democracy and thereby
also for participatory democracy (funda-
mental social rights, social security and
participation, an economy that is demo-
cratically accountable).

Although the anthology has the same
general thrust as Embach’s book, it proves
to be a fecund source of ideas on numerous
other issues. For example, doesn’t »the lim-
iting of political authority and economic
power in favor of the human life-world«
(Embacher) have to be supplemented by a
strategy of the strong (even international)
state, since the latter alone would be capable
of re-regulating untrammeled financial mar-
kets? Does more direct democracy really
lead to the valorization of the politics of
justice? Could it not instead deepen social
cleavages, since in any association of acti-
vist citizens it is generally the better edu-
cated and more affluent middle classes who
dominate the proceedings? Given the rapid-
ity and extent to which economic dynamics
have become an independent force, won't it
be even more difficult to reestablish the
primacy of politics if that effort has to
involve long drawn-out communicative
processes, mediated through civil society?
Are we not witnessing a renaissance of
ancient conflicts and tensions that even the
Athenians felt to be at work in their age:
those between the principle of majority rule
and differing educational backgrounds;
between majority voting and the wisdom of
the decisions resulting from it; between
partial interests or evanescent emotional
states and the common good (which these
days comes into the picture as an objective
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constraint imposed by European crisis
management)?

Ever since the 1990’s, broad-based
catch-all parties have been vitally inter-
ested in research on how they could regain
their erstwhile attractiveness, influence,
and support (in respect to their member-
ship, milieu, and voter base), even though
such research is not such a central problem
for society as a whole. What is to prevent
politics from becoming a game played for
the maintenance of privileges and power
rather than a normative contest to secure
democratic majorities? As responses to the
voters’ disgust with parties, the awakening
of civil society, the broadening spectrum
of parties to choose from, and changes in
the way media reflect social conditions, we
are offered more openness, participation,
and professionalization. There has also
been increased impetus behind the reform
of political parties with mass membership
bases. Here, topics such as primary elec-
tions, new forms of engagement, tempo-
rary incentives to get people involved, and
especially internet democracy in social
media have set the tone.

Still, it appears that research today is
once again starting to focus on democracy
as a whole. To be sure, we are no longer
seeing the ideologically motivated frontal
attacks on allegedly »outmoded« democ-
racy that were so successful in the first half
of the 20t century. Those were carried out
in the name of organization and leadership
in the new »mass society.« What has in
fact emerged is a parallel structure that de-
legitimizes democracy and relativizes the
question of who or what is actually sove-
reign. Wolfgang Streeck has recently put
those tendencies in a nutshell: »Below are
the people, the nation; above are the inter-
national markets, i.e., the need for profit
proclaimed - in a historically unpreceden-
ted way — by the owners of financial assets.«

The three volumes discussed here still
present relatively cautious arguments:
»The >big story« of recent democratic



history has not yet been discovered,« as
Nolte puts it. But in the meantime one has
begun to detect a note of alarm concerning
the future of democracy. For example,
Herfried Miinkler, writing in the Krell and
Morschel anthology, formulates some re-
flections on the principles governing the
relationship between democracy and free-
dom in a way analogous to Sigmar Gabriel’s
views. In light of the influence of »frantic
politicians« on the management of the euro-
crisis, he predicted recently in an article for
Der Spiegel that the end was in sight for
parliamentary rule. This would be the case,
at any rate, if it should prove impossible to
synchronize the tempo of economic and
political decision-making processes and
reduce the complexity of such matters to
cogent alternatives that could be clearly
understood and decided on.

Miinkler argues that the rising cres-
cendo of citizen protests and declining
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Elections in the Netherlands:
How will they affect the EU?

rates of voter turnout are really two sides
of the same coin: dwindling confidence
in parliamentary decisions to which there
are allegedly »no alternatives.« In that case
one’s view of future prospects would in-
deed have to be much more skeptical than
the books reviewed here would lead us to
believe. The lesson that Nolte drew from
history was, however, far more optimistic:
»Democracy has always been controversial
and ambiguous; it has never been finished
and never will be.«

Serge Embacher: Baustelle Demokratie:
Die Biirgergesellschaft revolutioniert unser
Land (Hamburg, Edition Kérber Stiftung,
2012), 222 pages, 16 euros. - Tobias Mor-
schel, Christian Krell (eds.): Demokratie in
Deutschland: Zustand-Herausforderungen-
Perspektiven (Wiesbaden, VS, 2012), 430
pages, 29.95 euros. — Paul Nolte: Was ist De-
mokratie? Geschichte und Gegenwart (Mu-
nich, Beck, 2012), 512 pages, 17.95 euros. Ml

The Dutch elections for the Tweede Kamer or Second Chamber (comparable to
Germany's Bundestag) held on September 12, 2012 produced a number of minor
and a few major surprises, which will be examined in the following essay. The
election’s impact on the European Union and the Netherlands’ European policy

will also be considered.

n April, 2012, the right-wing populist

Geert Wilders and his PVV (Freedom
Party) engineered the collapse of the gov-
erning coalition, which had consisted of
the rightist-liberal PVD and the Christian-
Democratic CDA. The PVV, whose voting
support had permitted the government to
function, seemed motivated mainly by is-
sues of social and economic policy. To meet
the budgetary criteria of the Maastricht
Treaty, the Netherlands will have to cut
several billion euros from its 2013 budget.
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The VVD and CDA had agreed on exten-
sive cuts in spending on health care, social
welfare, and culture in order to reach that
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target. Wilders thought that the cuts in
spending on culture and the less-hard-hit
budget for development aid (spared due to
pressure from the CDA) were too little,
while those in social and health-care spend-
ing went too far. Besides being a right-wing
demagogue when it comes to Islam and
the EU, Wilders presents himself to the
Dutch public as a representative of the
»little people,« somebody who claims to
stand up for their interests against immi-
grants, the EU, and the country’s elites. The
coalition's demise came more or less out of
the blue, since the VVD and the CDA had
assumed that, after seven weeks of ne-
gotiations, Wilders would not withhold
support for the agreement that was finally
reached. As a consequence of Wilders’
behavior and the outbreak of yet another
political crisis in the Netherlands, new elec-
tions had to be called for September 2012;
otherwise, the European Commission’s
guidelines for 2013 could not be met. More-
over,an ad hoc coalition in Parliament had
to be cobbled together, which included the
VVD, the CDA, the D66 (leftist liberals),
Groen Links (a green party) and Christunie
(a moderately conservative, Protestant-
social party). The largest opposition party,
the Social-Democratic PvdA, did not parti-
cipate. Like Wilders’ PVV and the left-wing
populist Socialist Party (the SP, compa-
rable to Germany’s Party of the Left), the
PvdA rejected the planned cuts in the
social-welfare budget.

Politically speaking, the PvdA - like
the CDA - had endured a »vale of tears«
brought on by polling results in the months
prior to the coalition’s collapse. Although
it had been the country’s second strongest
party with 30 seats after the elections of
2010, polls showed that it would win only
15-20 seats this time around. Depending
on which poll one believed, the PvdA would
end up with a parliamentary contingent
ranking somewhere between third and
fifth in size, behind the VVD, SP, and
maybe even the PVV and D66. The as-
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cendancy of the SP in opinion polls was
especially noteworthy. Roemer, the charis-
matic leader of its parliamentary delega-
tion and a man known for wanting to pre-
pare his party to govern, managed to im-
prove the SP's standing in the polls enough
that it looked ready to move from 15 actual
seats to, potentially, as many as 38. For a
brief time the SP appeared poised to be-
come the Netherlands’ strongest party.
However, the aura of the charismatic victor
surrounding Roemer began to dissipate
rather quickly as he made some embar-
rassing blunders in TV debates and came
across to the country’s voters as ill-infor-
med and uncertain on many issues.

As Roemer’s star faded, the top Social
Democratic candidate, Diederik Samsom,
and his PvdA began their political come-
back. Except for Alexander Pechthold of
the D 66, Samsom was the only major can-
didate to deconstruct the policies of the
previous coalition in a factually competent
way while simultaneously offering a clear
alternative to them. He showed that they
were economically and socially risky, as
well as being overtly anti-European. In
this way he became the most prominent
political adversary of the previous Prime
Minister, Rutte of the VVD. Yet it became
obvious fairly early in this extremely brief
(3-4 weeks long) and hotly-contested cam-
paign that any kind of coalition except for
argrand«one between the VVD and PvdA
would be impossible unless one were will-
ing to tolerate shaky majority coalitions
and/or work with dubious partners like
the PVV, the SP, the Animal Rights Party,
or the Pensioners’ Party.

The election on September 12 yield-
ed a surprisingly clear result: stunning
victories by the both VVD and the PvdA
(they increased their share of parliamen-
tary seats by 10 and 8, respectively). Still,
there had been indications in the final
week before the election that, together,
they would win a majority of seats and
thus be able to form a government.



The biggest losers in this election were
Wilders’ PVV (which saw its parliamen-
tary delegation decline from 24 to 15) and
Roemer’s SP, whose contingent remained
at 15 seats in spite of the originally opti-
mistic polls. The Greens (Groen-Links)
also suffered dramatic losses, going from
10 to 3 seats, as their leading candidate, the
first-timer Jolande Sap, chose to step down
after the debacle. Likewise, the CDA’s dele-
gation had already been halved as early as
2010 (2008: 41 seats; 2010: 21; 2012: 13),
perhaps because the party’s core support-
ers found its leaders’ cooperation with
Wilders much more worrying than a major-
ity of party officials cared to admit. The
new defeat of the CDA in 2012 may have
been connected to the party’s cooperation
with Wilders, since the party was and is
deeply influenced by Christian-socialist
principles in some policy areas. It may also
have been precipitated by the increasing
secularization taking place not only in
Protestant regions, but also in the Catholic
southern provinces of Limburg and North
Brabant, where it had arrived noticeably
later. Limburg, especially, voted for Wil-
ders and the PVV in huge numbers during
the 2010 election (Wilders comes from the
northern Limburg town of Venlo), then for
the VVD in 2012. For that reason it makes
sense in this context to speak of a »right-
ward secularization« of the Catholic areas
of the country.

During the coalition-forming nego-
tiations right after the elections, the two big
winners, the VVD and PvdA, had to come
to grips with a set of fundamental domestic
policy issues, for example, the level of health
insurance contributions, as well as a host
of other questions affecting social and eco-
nomic policy. The two parties’ chief nego-
tiators reached some concrete agreements
in the surprisingly fast - by Dutch stan-
dards - time of about seven weeks.

In these negotiations crucial differ-
ences on domestic policy played a major
role, as did disagreements over policies

toward Europe. To be sure, both parties
had long been considered (moderately)
pro-Europe; nevertheless, they approach-
ed European issues from nearly opposite
points of view. It is crucial to note in this
context that Samsom, the PvdA’s top can-
didate, repeatedly underscored the pro-
European principles of his and the PvdA’s
policy and consistently spoke out in favor of
further aid programs for the »crisis coun-
tries.« By contrast, the VVD usually adop-
ted a hard line in defense of budget cutting
and austerity programs, and was therefore
seen as a close ally of the German govern-
ment in the battle against the »crisis.«

In the context of these differences,
a clear signal may have been sent by the
appointment of a committed European,
Frans Timmermann, to be the country’s
foreign minister and minister to Europe.
Having been several times permanent un-
dersecretary for European issues, Timmer-
mann is one of the »poster children« of
pro-European politics in the Netherlands.
He is known to advocate giving broader
authority to Europe while also maintain-
ing or even expanding support for the
crisis countries. Likewise, the new vice-
premier, Lodewijk Asscher (PvdA) belongs
to the overtly pro-European wing of his
party. So the PvdA, together with Samsom,
who will remain as leader of his party’s
contingent in the Second Chamber, will be
the clearly pro-European partner in the
coalition. Furthermore, the party is closely
aligned politically with the European eco-
nomic policy of French President Hol-
lande. To many in the VVD this may seem
to be an excessive concession to the Social
Democrats, so it is reasonable to assume
that both parties will take a middle course
when it comes to European fiscal policy,
one that navigates between the positions
taken by France and Germany. Still, the
Liberals exacted a high price for this policy
switch, since they demanded a signifi-
cant reduction in development assistance
(around 1 billion euros) as a quid pro quo.
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In spite of the bitter residue left by this
collaboration on development issues, there
has been a breakthrough on European po-
licy. One could sum up the result by saying
that the anti-European populists of the left
(SP) and right (PV'V) have failed to foment
further anxiety about Europe. On the con-
trary, it now seems that, after ten years of
wandering in the European policy wilder-
ness, the Netherlands will revert to its tra-
dition as a pro-European country. Whether
or not this new beginning in European
policy succeeds will depend on two fac-
tors. First, the social-liberal coalition will
have to settle its disputes about the re-
maining social and economic issues. Sec-
ond, it will have to find a majority in the
First Chamber for its overall conception of

Lewis Hinchman

policy, because there it will have to work
with either the CDA or the left-liberal D66
in order to realize its political objectives.

If the problems described above can be
resolved and the cabinet holds together
long enough, then Rutte II may be con-
sidered the first post-populist cabinet in
recent history to once again emphasize the
positive, pro-European policies of both
parties and of the Netherlands as a whole.
At the same time it may furnish a counter-
weight to the austerity policies pursued by
Germany’s federal government.

This would be desirable not only for
the Netherlands, but for the EU as well,
which is grateful for any stable, pro-Euro-
pean partner in these uncertain times of
anti-European populism. M

The 2012 Elections in the USA:
Progressive Renewal or Business as Usual?

Lewis Hinchman
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Midwestern states were closely divided,
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Politically, the 2012 elections have left
the United States pretty much where it
was before, with divided government and
a polarized electorate. The Republicans re-
tained control of the House of Represen-
tatives with a majority of 234-201 seats. Be-
sides winning the presidency, the Demo-
cratic Party gained two seats in the Senate
and will enjoy a 55-45 majority in that
chamber, including two Democrat-leaning
Independents. As usual the GOP dominated
much of the South and the Great Plains,
while the Democrats won most elections in
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governorships and/or state legislatures. It is
clear that the Obama administration will
not be able to carry out grand reforms. The
House GOP majority (aided by potential
filibusters by Senate Republicans) will sty-
mie most ambitious Democratic measures.
Republicans still feel that they have a man-
date to stop Obama, and are already adop-
ting intransigent positions. But that does
not necessarily mean gridlock will prevail
on every issue. In some cases Republicans
may be forced to cooperate with the Presi-
dent; in other cases the administration will
be able to act on its own without asking
Congress to pass enabling legislation. Let
us take a look at some of the major issues
that the U.S. government will confront and
assess the chances for progressive change.



The »fiscal cliff«

Europeans have undoubtedly heard that
the U.S. may plunge into an economic
abyss on January 1, but probably have little
idea why. The story dates back several years.
As the federal deficit ballooned during the
Great Recession, Republicans repeatedly
threatened to force the government into
default on its obligations rather than ap-
prove more borrowing. The Obama ad-
ministration was eventually forced to nego-
tiate with the GOP, which refused to ap-
prove any tax increases while demanding
huge spending cuts in social programs in
exchange for raising the debt ceiling. A
»super-committee« of Senators and Re-
presentatives was empaneled in 2011 to
search for a compromise that might prevent
default. In order to give the committee a
stronger incentive to succeed, Congress
adopted a measure that provided for auto-
matic spending cuts to take effect in 2013
in case no compromise were reached. At
the same time, Congress had to reconsider
the so-called »Bush tax cuts,« enacted in
2002 and due to expire after 10 years un-
less Congress decided to extend them.
By the end of 2011, the super-committee
reported its failure to agree; consequently,
both the spending cuts and the expiring
Bush tax cuts will hit the U.S. economy
beginning January 1. The spending cuts of
10 % across the board would total $ 984
billion over ten years, with half coming
from defense and half from »discretionary
spending,« while sparing some popular
entitlement programs. The end of the Bush
tax cuts would increase taxes on most
Americans, but especially the wealthy, by
raising rates and treating capital gains and
dividends as ordinary income. The fiscal
cliff could trigger a new recession that
might raise the unemployment rate to
9.1% by the end of 2013.

Clearly, the Obama administration has
an incentive to prevent a plunge over the
fiscal cliff, and has therefore proposed that

the cuts be delayed until a broader solution
is reached, including a general revision of
the tax code that would impose higher rates
on those who earn more than $ 250,000 a
year. House Republicans have said they are
willing to consider adding sources of new
revenue by eliminating some tax loop-
holes, but resist higher tax rates on the
wealthy. The most likely outcome is a post-
ponement of all cuts, which would mean
that no serious action would be taken on
federal deficits, now nearly 100 % of the
GDP. However, if the Obama administra-
tion really wanted to play poker with the
Republicans, it could simply allow the
country to go over the cliff, since that way
it would get the higher tax rates that it has
sought. Furthermore, it could allow the de-
fense spending cuts to take effect, which are
more painful to hawkish Republicans than
to Democrats. It could then negotiate with
Republicans from a position of strength,
since the status quo would be more accep-
table to Democrats than Republicans. But
this approach would exact a high price
from the most vulnerable Americans who
always suffer most in recessions.

The Patient Protection
and Affordable Care Act

The signature achievement of the Obama
administration is the » Affordable Care Act«
(»Obamacare«) of 2010, which, when fully
implemented, will extend health insurance
to 30 million more people. Republicans
have denounced this law ever since it was
passed, attacking it in the courts and in the
legislative arena. Mitt Romney promised
to try to repeal it on his first day in office,
before some of its crucial provisions took
effect. But since he lost, it appears that
the Act will be fully implemented and
become so deeply imbedded in the Ame-
rican health care system that it would be
difficult for the Republicans to get rid of
even if they won the Presidency in 2016.
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Obamacare has survived some daunt-
ing challenges already. In June of 2012 the
Supreme Court ruled (by a narrow 5-4
majority) that the Act was constitutional,
even though it would eventually require
most businesses to offer health care cover-
age to their employees or force individuals
to purchase insurance (the »individual
mandate«). Still, other challenges remain.
The United States government and the
states have joint responsibility for the
Medicaid program, which provides health
insurance to low-income Americans who
meet the criteria of eligibility. Obamacare
would dramatically expand Medicaid as a
way to provide health insurance for more
citizens, with most of the new funding
coming from Washington. Yet the Supreme
Court also decreed that states could opt
out of this Medicaid expansion. If Repub-
lican-dominated states did so — perhaps on
ideological grounds - the Act would fail to
achieve one of its main objectives: moving
toward universal health insurance.

The courts

Article II of the U.S. Constitution grants
the president the power to make judicial
appointments with the »advice and con-
sent« of the Senate. Although the Supreme
Court gets the lion's share of public atten-
tion, most of the appointments any pre-
sident makes are to lower echelons of the
judicial system: the 94 federal district
courts and the 12 U.S. Courts of Appeal.
The latter, especially, are extraordinarily
important in the evolution of the law in the
United States, since the Supreme Court
reviews only about 1% of the decisions
they make. Barack Obama has made 105
nominations to judicial posts at all levels,
but the Senate has stalled or blocked 16 of
them, leaving him with only 89. That is a
fairly small number in comparison with
appointments made by other presidents.
Thus, Obama has an opportunity to shape
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the federal judiciary more deeply during
his second term, especially since many
Republican appointees will be retiring
during the coming four years.

Of course, all eyes will be on his choices
for the Supreme Court if vacancies should
occur, especially since the current Court is
so sharply divided over so many issues.
The justices most likely to retire include
Ruth Ginsburg (79),a Democrat, as well as
Antonin Scalia and Anthony Kennedy,
both Republicans and 76. The Court’s
ideological make-up would change drama-
tically if either one departed. Yet it is
unlikely that those justices would want to
give Obama the opportunity to swing the
Court’s majority in a progressive direction.

Immigration reform

Barack Obama won the election partly by
attracting over 70 % of the Hispanic vote. It
is likely that his overwhelming support
among Hispanic voters gave him the margin
of victory in at least three »swing« states.
Hispanics increased their share of the elec-
torate to around 10 % in the 2012 elections,
partly because many more decided to
register and vote for the first time. The
President has promised to pay off his polit-
ical debt to Latinos through comprehen-
sive immigration reform, i.e., legislation
that would enable many undocumented
immigrants to become citizens.
Resistance from Congressional Re-
publicans could derail whatever immigra-
tion reforms Obama proposes. However,
the GOP might pay a high price if it de-
feated a bill that would obviously benefit
so many Latinos. Earlier in 2012 Obama
made a gesture toward helping the child-
ren of illegal immigrants who had come to
the United States at an early age and knew
no other home, but could not become
citizens. Under a program known as
DACA (Deferred Action for Early Child-
hood), they were given semi-legal status



for two years, and so could legally hold jobs
or attend university, which over 200,000
have done so far. Romney opposed DACA
and promised to end it, while urging un-
documented Hispanics to »self-deport.«
The result: the Latino shift toward the
Democrats. The more rational GOP leaders
realize that their party cannot afford to
alienate such a large, growing voter bloc, so
Congressional Republicans will probably
acquiesce in some sort of significant im-
migration reform, a major policy shift for
them. Right-wing media personalities such
as Sean Hannity are now signaling to their
supporters, including those in Congress,
that this is one issue on which the GOP
will have to give ground and that politi-
cians voting for reform will not be pun-
ished by right-wing voters.

The political landscape after 2012

These days, Democratic pundits are talking
confidently of their party’s long-term
advantage in the Electoral College and
their expectations of dominating pre-
sidential elections for years to come.
Should such optimistic forecasts be taken
seriously? Yes, but only up to a point. The
Democrats' confidence is rooted in demo-
graphic shifts. Hispanic Americans are the
fastest growing segment of the population
just at a time when they have become a
core element of the Democratic electoral
base. Immigration reform, if it happens,
will only add to their clout. Furthermore,
the birth rate among all the principal
Democratic-leaning minorities (African-
Americans, Latinos, and Asian-Ameri-
cans) is higher than it is among whites.
Those groups account for more than 50 %
of all children born in the U.S. today. By
2050 today’s minorities taken together will
outnumber whites, the core constituency
of the GOP. The Democrats thus have
reason to be sanguine about the Party's
future prospects.

On the other hand one has to look
beyond the results of high-profile national
elections. A very different picture emerges
from recent elections for state legislatures
and governorships. Republicans now
control 59 chambers in state legislatures,
while the Democrats hold only 36. The
GOP holds 29 governorships to 20 for the
Democrats. Local and state politics is the
training ground for candidates to national
office, so in effect the Republican Party is
grooming more high-profile politicians
for national offices than is the Democratic
Party. Furthermore, every 10 years a cen-
sus is held in the United States, after which
Congressional district boundaries are re-
drawn to reflect population shifts, with
some states gaining Congressional seats
and others losing them. It is the state
legislatures and governors that do the
redistricting in most states, and they
manipulate district boundaries so as to
maximize the number of seats their own
party will likely win («gerrymandering«).
For example, in North Carolina the two
parties roughly split the popular vote for
races to the House of Representatives in
this election, but the GOP will hold nine
seats to the Democrats’ four. Nationwide,
the Democrats won 52 % of the vote for
House seats, but lost the House due to
gerrymandering. Thus, domination of state
politics by one party often enables it to gain
a majority in the House of Representatives.

Finally, state officials make and enforce
the rules under which elections are held.
Republican officials sometimes attempt to
suppress voter turnout among heavily De-
mocratic groups, for example by requiring
citizens to present a picture ID in order to
vote. Many minorities, especially older
African Americans from the South, lack
the birth certificates needed to obtain an
ID, because their states of origin did not
always record black people’s births. Also,
state officials have some discretion about
whether to allow early voting and how long
to extend it, how many voting machines to
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assign to certain precincts, and how long
to allow voter registration to take place. All
of that discretion was used this November
to reduce turnout. For example, would-be
voters in strongly Democratic counties
like Dade (Miami) had to wait as long as
six hours to vote, whereas people in rural,
mainly white counties often voted in 15
minutes. This occurred because Republican
governor Rick Scott had reduced the early
voting window from 14 days to 8, forcing
many citizens to vote on Election Day and
jamming urban polling places. Thus, control
over politics in so many states gives the
Republican Party opportunities to remain
highly competitive in American politics
even if and when demographic changes
weaken its ability to assemble a winning
coalition in presidential elections.

To sum up, we should not expect dra-
matic new legislative victories for Obama
and the Democrats, except perhaps in im-
migration reform. American politics will
muddle along for another four years as Re-
publicans block most progressive initi-
atives, including especially tax reform and
climate change legislation. GOP leaders are
now debating the lessons to be drawn from

Michael Broning

their defeat, and so far the answer seems to
be that their policies and ideology are not
to blame, except (as noted) their hard line
on immigration and perhaps the insults to
women handed out by a few of their candi-
dates. Some observers hope that the Repub-
lican Party will be recaptured by its mode-
rate wing, but that is mostly an illusion.
Moderate candidates continue to lose in the
GOP’s primary elections, because the Tea
Party faithful and other hard-liners domi-
nate the voting and choose the most ex-
treme candidates. Politicians respond to the
values of the electorate that chose them; for
the GOP those are still extreme right-
wing values, both libertarian and funda-
mentalist Christian. However, the GOP
may lose some of its financial advantages.
Billionaires such as the Koch brothers and
Sheldon Adelson contributed hundreds of
millions to right-wing super-PACs and
other campaign organizations, but most of
the candidates they supported lost. They
may not be willing to continue spending so
much money in losing causes and may in-
stead decide to contribute their money to
more moderate candidates who actually
have a chance to win. We can only hope! M

Halftime: Four Years of Obama in the Middle East

Expectations were high after Barack Obama delivered his Cairo »Address to the
Muslim World« in 2009. But now, in the wake of the Arab Spring on one hand and
burning embassies on the other, the question has to be raised: was there really a
new beginning or has Obama failed?
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being observed. However, words could not
conceal the fact that neither the Arab World
nor Israel was euphoric about the outcome.

A retrospective: in June of 2009 the re-
cently elected President of the United States
had proclaimed »a new beginning in rela-
tions« in his dramatically choreographed
»Address to the Muslim World.« Obama
had then declared that the United States
»is not and never will be at war with Islam.«

Fast forward three years: in September,
2012, American embassies are in flames
from Benghazi and Tunis to Yemen. For the
first time in 30 years, an ambassador is
killed in an attack. To conservative pundits
the conclusion is obvious: the »new begin-
ning« is a failure. On Fox News the far-right
commentator Pat Buchanan charged that
»Obama’s entire strategy in the Middle East
has collapsed.« Meanwhile, the Republican
presidential candidate, Mitt Romney, kept
up the pressure in the Wall Street Journal,
claiming that Obama had »heightened the
prospect of conflict and instability« in the
Middle East. Even The Washington Post,
otherwise a bastion of Democratic support,
unapologetically proclaimed the »collapse«
of the »Cairo doctrine.«

Criticism of this kind is overblown.
That is true not only because it exaggerates
a snapshot of extremist violence, but also
because there has been no such thing as an
all-embracing »Obama doctrine« in the
Middle East during his first four years in
office. Quite apart from the text of his
speeches, what has really shaped Mideast
policy under Obama is a flexible combina-
tion of icy power politics and value-driven
idealism.

Let us take the example of Israel and
Palestine. In spite of all the optimistic pro-
clamations delivered when Obama took
office, the Israelis and Palestinians still
confront each other as implacable foes.
Obama had originally promised to try to
persuade the Netanyahu government to
rethink its long-term policy of building
settlements in the West Bank, but nothing

came of his efforts. His attempts to set a
date for binding negotiations on the final
status of the Palestinian territories (a result
of his failure with Netanyahu) also came
up empty, because the Palestinian Autho-
rity remained divided between Hamas and
Fatah. The one enduring result of these
efforts has been frustration in Tel Avivand
Ramallah, not to mention in Washington
itself.

Now let us turn to Iraq. By the end of
2011 the last U.S. combat troops had been
withdrawn from Mesopotamia. In this way
one of the longest-lasting U.S. military
operations came to an end much as Oba-
ma had announced and his predecessor in
office had envisaged that it would. Never-
theless, the conflicts in Iraq have by no
means been resolved merely because Ame-
rican troops are gone. September of 2012,
for example, proved to be one of the blood-
iest months in the last two years. Another
matter leaves an unpleasant aftertaste:
contrary to all previous statements Obama
pleaded in vain behind closed doors to
extend the troops’ deployment in Iraq.
Thus, the troop withdrawal appears ulti-
mately to have been forced on Obama by
the Iraqis, rather than representing a prin-
cipled, voluntary decision to revise policy.

U.S. diplomatic overtures toward Iran
and its suspected nuclear weapons pro-
gram appear in a similarly ambivalent light.
Since Obama took office one finds few
indications that political progress has been
made, apart from a toughening of the
sanctions regime. There is no sign of any
comprehensive diplomatic new beginning.
It is not clear whether any new diplomatic
initiatives should be expected prior to
Iran’s presidential elections scheduled for
June of next year. One could, however,
point to the lowest common denominator
of success: at least military escalation has
been forestalled.

And then there is Syria. Disappointing
all of Washington’s hopes, Syria’s leader is
relying more and more on repression in-
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stead of reform. Yet the U.S. government
has so far not come up with any convinc-
ing response to that turn of events. The
Republican camp has increasingly used
the Syrian dilemma as ammunition in its
campaign to prove that Obama is a weak
leader. But none of his critics has offered
any credible alternative, especially con-
sidering the well-documented resistance
in Moscow and Beijing to intervention.

Israel-Palestine, Iraq, Iran, Syria... the
preliminary balance sheet looks rather sob-
ering. If one’s evaluation had to end at this
point, the outcome would be disappointing.
But then it would have neglected to consid-
er a series of decisions on matters of prin-
ciple, by virtue of which Obama has likely
already made (Middle Eastern) history.

Let us raise the curtain on the success
stories of the Arab Spring, at least in a rel-
ative sense: Tunisia, Libya, Egypt, and Ye-
men. In all these cases the rapid collapse of
authoritarian regimes, spurred on by the
blessing of the United States, would not
have been possible without a paradigm
shift in Washington.

What is often overlooked here is that
American support for the protest move-
ments as well as recognition of the Islamist
parties’ electoral victories in the wake of
the insurrections is not a move that anyone
should have taken for granted. As late as
1991 the first Bush administration had
clearly thrown its weight behind the pre-
servation of an undemocratic status quo in
Algeria. Electoral results there were simply
ignored. The administration of George W.
Bush took a similar position in regard to
the electoral successes of the Islamist Ha-
mas in Palestine. The same rule was follow-
ed in both cases: stability trumps demo-
cratic principles.

In some crucial instances Obama’s
approach has been to value norms more
highly than traditionally defined interests
and the notions of stability that had usu-
ally tipped the policymaking scales. This
is certainly new territory, and it carries
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risks. The U.S. government is ultimately
hoping to domesticate the newly empow-
ered Islamist parties in Tunisia, Egypt, and
elsewhere by integrating them politically.
There are good reasons to assume that this
will work, although success is far from
certain. The one thing that stands out
clearly up to this point is that Obama’s
decision to shake up the status quo will
define and shape the political evolution of
the Middle East for years to come.

Nevertheless, in spite of his progressive
stance toward political change during the
Arab Spring, Obama has still remained
committed to the traditional lines of U.S.
policymaking on crucial issues. Attempts
at democratic renewal in Bahrain, for ex-
ample, were ruled out as unacceptable, since
that country is the home of the U.S. Fifth
Fleet. The same holds true for Saudi Ara-
bia’s nascent democracy movement. In these
cases realpolitik has certainly set limits to
any thoroughgoing reconsideration of val-
ues. To put Obama’s approach in a nutshell,
it would be: as much idealism as possible,
as much realism as necessary. Nor should
we forget that Obama has stubbornly con-
tinued the Bush administration’s »war on
terror« by other means. Expanding and
perhaps morally questionable drone attacks
as well as the relentless hunt for Osama bin
Laden offer evidence that the old anti-
terror policy has not changed much.

To sum up, a complex picture of Ba-
rack Obama’s first four years of Middle
East policy is beginning to emerge. Con-
tinuity has run up against high expecta-
tions that may sometimes have been exagge-
rated in an increasingly multipolar world
that poses novel strategic challenges, espe-
cially in Asia. But, faced with the Arab
Spring, Obama has embarked on a cour-
ageous rethinking of core principles. When
we recall the disastrous results of his pre-
decessor’s policies, this is surely not the
most negative of all possible evaluations,
nor is it bad field position to start the
second half. M
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individuals and corporations, the human rights of the poorer half of humanity are
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sible for them?
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he latest figures from the World Bank

put the global median income at just
under $ 3 per person per day in 2005 inter-
national dollars.! This means that, at the
median, people could consume about as
much each day as could have been bought
in 2005 with US$ 3 in the United States

or with EUR 2.73 in Germany)? - or as
much as can today (2012) be bought with
US$ 3.55 in the United States or with 3.09
in Germany.? It is safe to say that people
living at this level are very poor indeed.
This judgment is reinforced by two im-
portant facts. First, because foodstuffs are
tradable commodities, their prices in poor
countries are uniformly higher than the
World Bank’s purchasing power parities
suggest — fully 50 % higher on average.*
This means that a person at the global
median could in 2008 buy only as much
food as could be bought in 2005 with
US$ 2 in the United States or with
EUR 1.82 in Germany. This is significant
because poorer people spend a much
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larger proportion of their income on food
than the general population does. Second,
the poorer half of humankind is living not
at the median income but on average
46 % below this level.> In fact, the World
Bank calculates that in 2008 fully 1.74
billion human beings lived on less than
$ 1.50 per person per day in 2005 inter-
national dollars,® deemed equivalent to
what could have been bought in 2005 with
US$ 1.50 in the United States or with
EUR 1.365 in Germany.

It is obvious that such minuscule in-
comes are associated with severe depriva-
tions and vulnerabilities. According to the

1 See http://iresearch.worldbank.org/PovcalNet/index.htm?1 and input there a monthly poverty line of $ 91.20 to find a 2008
poverty headcount of 3.4 billion. The World Bank estimates the human population in 2008 at 6.692 billion — see World Bank,
World Development Report 2010 (Washington, World Bank 2010), 379. The expression »international dollars« indicates that
the 2005 incomes of poor people have been converted into US dollars at 2005 purchasing power parities for individual house-
hold consumption expenditure. Using this conversion, the World Bank would convert a 2005 income of 47 Indian Rupees per
day into $ 3 international dollars even while this same 47 Rupees could have bought only US$ 1 on the currency exchange
market.

2 In terms of individual consumption expenditure by households, US$ 1 was worth as much in the United States in 2005 as EUR 0.91
in Germany. See World Bank, Global Purchasing Power Parities and Real Expenditures: 2005 International Comparison Program
(Washington, World Bank 2008), 35, also available at http://siteresources.worldbank.org/ICPINT/Resources/icp-final.pdf.

3 See www.bls.gov/data/inflation_calculator.htm for consumer price inflation in the United States and www.ons.gov.uk/ons/
rel/cpi/consumer-price-indices/july-2012/index.html for consumer price inflation in the United Kingdom.

4 See Thomas Pogge, Politics as Usual: What Lies behind the Pro-Poor Rhetoric (Cambridge, Polity Press 2010), note 127.
3 Return to http://iresearch.worldbank.org/PovcalNet/index.htm?1 and divide the poverty gap by the headcount.

6 Revisit http://iresearch.worldbank.org/PovcalNet/index.htm?1 and input there a monthly poverty line of $ 46.60 to find a
2008 poverty headcount of 1,740 million.
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Table 1: The distribution of global household income, 1988 and 2005, converted at market
exchange rates.!®

Segment Share of Share of Absolute Relative
of World Global House- Global House- Change Change
Population hold Income hold Income in Income in Income
1988 2005 Share Share
Richest 5 Percent 42.87 46.36 +3.49 +8.1%
Next 20 Percent 46.63 43.98 -2.65 -5.7%
Second Quarter 6.97 6.74 -0.23 -3.3%
Third Quarter 2.37 2.14 -0.23 -9.7%
Poorest Quarter 1.16 0.78 -0.38 -32.8%

official statistics, about a billion human
beings are chronically hungry and under-
nourished,” 868 million lack access to im-
proved drinking water,® 2.5 billion lack
access to improved sanitation,” and almost
2 billion lack regular access to essential
medicines.!? Over 1 billion lack adequate
shelter,!! 1.6 billion lack electricity,'? 796
million adults are illiterate,!3 and 215 mil-
lion children are child laborers.!* Even
more shocking is the number of people
who die from poverty-related causes. Ac-
cording to the World Health Organization,
roughly one third of all human deaths, 18
million every year, are from causes such
as diarrhea, tuberculosis, maternal condi-

tions, and respiratory infections - all easily
preventable through access to safe drin-
king water,improved sanitation, more ade-
quate nutrition, rehydration packs, and
vaccines and other medicines.!> These
conditions are all but non-existent among
the affluent. And again, they account for
roughly one third of all human deaths.
To put that in perspective, in the last
22 years since the end of the Cold War
some 400 million people died from pov-
erty-related causes. This is about twice
as many as died from government vio-
lence - wars, concentration camps, gulags,
genocides - in the entire 20™ century.

We can glean a superficial explanation

7 According to the UN Food and Agriculture Organization, The State of Food Insecurity in the World 2012 (Rome, FAO 2012),
.46 (www.fao.org/news/story/en/item/45210/icode/). Other estimates contend that some 900 million people are undernourished
in India alone, see www.bloomberg.com/news/2012-06-13/early-death-assured-in-india-where-900-million-go-hungry.html.

8 UNICEEF, New UNICEF Study Shows MDGs for Children Can Be Reached Faster With Focus on Most Disadvantaged, Sept. 7,
2010, www.unicef.org/media/media_55913.html.

¥ UNICEF, What We Do: Water, Sanitation and Hygiene, www.unicef.org/wash/ (last modified July 6, 2010).

10 World Health Org. [WHO], WHO Medicines Strategy: Countries at the Core-2004-2007, at 3, WHO Doc. WHO/EDM/2004.5
(2004), available at http://apps.who.int/medicinedocs/pdf/s5416e/s5416e.pdf.

"U.N. Human Settlements Programme, The Challenge of Slums: Global Report on Human Settlements 2003, U.N. Doc
HS/686/03E, at XXV (2003), available at www.unhabitat.org/pmss/listltemDetails.aspx?publicationID=1156.

12U.N. Habitat, Our Work: Urban Energy, www.unhabitat.org/content.asp?cid=2884¢catid=356typeid=24¢subMenuld=0
(last visited Apr. 4, 2011).

I3UNESCO Institute for Statistics, Literacy Topic, www.uis.unesco.org/ev_en.php?ID=6401_201ID2=DO_TOPIC (last
modified Mar. 29, 2011).

1 International Labour Organization, Topics: Child Labour, www.ilo.org/global/topics/child-labour/lang--en/index.htm (last
visited Apr. 4, 2011).

15 WHO (World Health Organization). The Global Burden of Disease: 2004 Update (Geneva, WHO Publications 2008), table
Al, pp. 54-9.

16 These data were kindly supplied by Branko Milanovic, principal economist in the World Bank’s Development Research Group,
in a personal e-mail communication on April 25, 2010. See also his »Global Inequality Recalculated and Updated: the effect
of new PPP estimates on global inequality and 2005 estimates« in Journal of Economic Inequality 10 (2012), forthcoming.
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of these massive deprivations, and an indi-
cation of their avoidability, by looking
at the global distribution of household
income, assessed at prevailing market ex-
change rates.

It is worth highlighting four salient
facts from this table:

1. In just 17 years, the richest 5% of
human beings have gained more (3.49 %)
than the poorer half had left at the end of
this period (2.92 %).

2. The ratio of average incomes of
the richest 5% and the poorest quarter
rose from 185:1 to 297:1 in this 1988-2005
period.

3. Had the poorer half held steady; its
2005 share of global household income
would have been 21 % higher (3.53 % in-
stead of 2.92 %). Had the poorest quarter
held steady, its 2005 share of global house-
hold income would have been 49 % higher
(1.16 % instead of 0.78 %).

4. Had it been allowed to gain the
3.49 % of global household income that
was in fact gained by the richest 5 %, the
poorer half would have more than doubled
its share to 7.02 % in 2005. This would have
sufficed to bring all human beings above
the 2008 actual median income of $ 3 (2005
international dollars). And it would still
have left 93 % of global household income
for the richer half of humankind.

These are purely mathematical points
about the rapid polarization, since 1988, of
the global household income distribution
- they do not begin to explain why this
polarization is taking place. In my view,
an important driver of this polarization is
the rapid development of an increasingly
dense and influential global network of
rules along with a proliferating set of new
international, supranational, and multi-
national actors. These transnational rules
and actors shape and regulate not only the
ever-growing share of interactions that
traverse national borders, but increasingly
also reach deep into the domestic life of
(especially the poorer) national societies

by pre-empting, constraining and shaping
national legislation.

This dramatic shift, since the late 1980s,
of law and regulation from the national to
supranational levels drives global economic
polarization because supranational rules
are not formulated through the kind of
transparent, democratic procedures that
characterize national law-making in the
countries that have reached some basic
level of domestic justice. Rather, supra-
national rules emerge through inter-
governmental negotiations from which
the general public and even the majority of
weaker governments are excluded. The
public does not know in real time what
proposals are being debated and learns
the content of the new rules only after
they have been adopted. Even then there
is no accountability because no infor-
mation is released on how the final text
emerged from the initial negotiating posi-
tions through pressures exerted and com-
promises proposed by the various parti-
cipating states.

This shrouded rule-making environ-
ment is ideal for cost-effective lobbying
by a few powerful organizations and indi-
viduals, including large multinational cor-
porations, banks, industry associations
and billionaires, which have the resources
and incentives, and can acquire the re-
quisite expertise, successfully to lobby the
governments that dominate supranational
rule-making. Undisturbed by competing
inputs from the rest of humankind, this
tiny elite can divide the new regulatory
terrain amongst themselves, with each
powerful player making concessions in
areas where it has relatively less at stake in
exchange for other such players making
reciprocal concessions in other areas where
it has relatively more at stake. Without any
malice toward the excluded, such ac-
commodations must be expected to result
in supranational arrangements that further
strengthen and enrich those who are al-
ready the strongest and most affluent - at
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Table 2: Evolution of the top shares of US national household income!”

Segment Share Share
of U.S.- of U.S.- of U.S.-
Population Household | Household
Income Income
1928 1978
Richest 0.01 Percent 5.02 0.86
Next 0.09 Percent 6.52 1.79
Next 0.4 Percent 7.86 ST
Next 0.5 Percent 4.54 2.79
Next 4 Percent 14.62 13.09
Next 5 Percent 10.73 11.45

the expense of all the rest. The massive
persistence of severe deprivation is then an
unintended but foreseeable effect of vigor-
ous lobbying by the most powerful eco-
nomic agents who have been successful
in promoting the upward shift of rule-
making to supranational levels where it is
easy game for their competitive efforts to
shape the rules and the application of these
rules in their own favor.

If this explanation has merit, one
would expect the greatest beneficiaries to
be the richest firms and individuals in the
most influential countries — especially in
the United States because this country is
still the dominant player in supranational
negotiations and because the US politi-
cians and officials are substantially softer
targets for lobbying than nearly all other
powerful governments.

This expectation is indeed borne out.
The table shows how very concentrated
the gains have been at the very top of the
US income pyramid, where the share of
the richest 1/100%™ of 1% of the US popu-
lation has increased by a factor of 7 over
just 29 years. With incomes of over $ 12

Share Absolute Relative
of U.S.- Change Change
Household in Income ]
Income Share Income
2007 1978-2007 Share
6.04 +5.18 +602 %
6.24 +4.45 +249 %
7.04 +3.53 +101%
4.19 +1.40 +50 %
15.16 +2.07 +16 %
11.07 -0.38 -3%

million per annum, these super-rich -
some 14,400 tax returns representing about
30,000 people - collectively controlled in
2007 about half as much income as the
bottom half of the US population (some
150 million people) and more income than
the poorest 40 % of humanity (about 2.65
billion people).

Dramatically defying the Kuznets
curve,!® these data support my hypothesis
that the increasing marginalization of the
poor is the flipside of a massive trend of
regulatory capture that drives a powerful
inequality spiral. Tiny elites in the most
influential countries influence their govern-
ments (i) to shift rule-making upward
to supranational levels where it can be
exempted from democratic accountability
and then (ii) to shape these rules and their
application for the benefit of these elites.
Insofar as these efforts are successful, the
elites in question gain economic and polit-
ical power, which renders them ever more
capable of influencing in their own favor
the governments that matter in the inter-
national arena.

The US economic polarization and con-

17 Data from Facundo Alvaredo, Tony Atkinson, Thomas Piketty and Emmanuel Saez, Top Incomes Database, http://g-mond.
parisschoolofeconomics.eu/topincomes/ (last visited September 4, 2012).

18 Named after Simon Kuznets, this curve graphically represents the hypothesis that an initial rise in income inequality, asso-
ciated with the early stages of a country's economic development, is harmless because income inequality will go back down in
later phases. There were indeed two such phases in US history - a dramatic increase in economic inequality preceding the Great
Depression followed by a substantial decrease in the half-century thereafter. This decrease was, however, completely reversed
by a rapid build-up of economic inequality in the subsequent three decades (1978-2007).
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sequent economic and political margin-
alization of the poorer 90 % of the US
population illustrate that the increase in
global economic inequality is now mainly
due to rising intra-national inequality
which, while certainly influenced by do-
mestic factors and resistible by domestic
political processes, is favored and facilit-
ated by the WTO globalization of the last
two decades. The process involves not mere-
ly a marginalization of the global poor but
also a rapid erosion of democracy in many
states such as the United States which, 30
or 40 years ago, were substantially more
democratic. This erosion of democracy in
the United States is not in the interest of
the poorer 90 % of the US population who
certainly have the political power to de-
mocratize their political system!® by con-
straining the enormous influence money
exerts on domestic legislation and on the
design of US foreign policy (esp. in regard
to international rules and treaties relating
to trade and investment). The poorer 90 %
need to achieve such a democratization in
order to protect their own interests and to
fulfill their moral responsibility to oversee
the conduct of their government. But the
political mobilization toward achieving
such democratization is increasingly diffi-
cult to accomplish when the rich control
the commercial media and, thanks to in-
ordinate election spending,?° the political
parties as well.

Magnifying inequality and aggravat-
ing poverty, the following are among the
more important injustices of existing supra-
national institutional arrangements which
the citizens of the more influential coun-

tries have a responsibility to compel their
governments to overcome:

1. The new global trading regime
epitomized by the World Trade Organi-
zation (WTO) Treaty was supposed to
release large collective gains through
free and open markets. But the regime is
rigged, permitting rich states to continue
to protect their markets through tariffs
and anti-dumping duties and to gain larger
world market shares through export cre-
dits and subsidies (including some $ 265
billion annually in agriculture alone) that
poor countries cannot afford to match.?!
Since production is much more labor-
intensive in poor than in affluent coun-
tries, such protectionist measures destroy
many more jobs than they preserve.

2. The TRIPS (trade-related aspects of
intellectual property rights) Agreement,
imposed on developing countries as a
condition of WTO membership, secures
technologically advanced countries large
streams of revenues for use of their intel-
lectual property while effectively exclu-
ding poor people from important innova-
tions in pharmacology and agriculture.?

3. Under the existing trade rules, af-
fluent countries and their firms buy huge
quantities of natural resources from the
rulers of developing countries without
regard for how such leaders came to power
and how they exercise power. In many
cases, this amounts to collaboration in the
theft of these resources from their owners,
the country’s people. It also enriches their
oppressors, thereby entrenching the op-
pression: tyrants sell us the natural resour-
ces of their victims and then use the pro-

% Even against the determined resistance of the US Supreme Court which, most recently in its judgment in Citizens United
v. Federal Election Commission (558 U.S. 50, 2010), insisted that the First Amendment to the US Constitution (»Congress
shall make no law ... abridging the freedom of speech, or of the press«) entitles corporations to spend unlimited amounts on

»electioneering communications.«

20 About $ 6 billion were spent on influencing the outcome of the 2012 US elections.

21 Organisation for Economic Co-operation and Development (OECD), Agricultural Policy Monitoring and Evaluation 2011:
OECD Countries and Emerging Economies (Paris: OECD 2011), p. 18 (also stating that in 2010 government subsidies

accounted for 18 % of gross farm receipts in OECD countries).

22 See Thomas Pogge, » The Health Impact Fund and Its Justification by Appeal to Human Rights« in Journal of Social Philo-

sophy 40/4 (2009), 542-569.
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ceeds to buy the weapons they need to
keep themselves in power.??

4. Under existing lending rules, affluent
countries and their banks are encouraged
to lend money to such illegitimate rulers
and compel the country’s people to repay it
even after the ruler is gone. Many poor
populations are still severely burdened by
the debts that, much against their will, kept
their erstwhile oppressors in power: people
such as Suharto in Indonesia, Mobutu in
the Democratic Republic of the Congo, and
Abacha in Nigeria.

5. The international banking system is
structured to facilitate the embezzlement
of funds by public officials in less devel-
oped countries by allowing foreign banks
to accept such funds. Such complicity
could easily be avoided: banks are already
under strict reporting requirements with
regard to funds suspected of being related
to terrorism or drug trafficking. Yet Wes-
tern banks still eagerly accept and manage
embezzled funds, with governments en-
suring that their banks remain attractive
for such illicit deposits. Global Financial
Integrity (GFI) estimates that less devel-
oped countries have in this way lost at
least $ 342 billion annually during the
2000-2008 period.?*

6. Global accounting rules facilitate
tax evasion in the less developed countries
by multinational corporations. Since they
are not required to do country-by-country
reporting, such corporations can easily
manipulate transfer prices among their
subsidiaries to concentrate their profits
where these are taxed the least. As a result,

they may report no profit in the countries
in which they do most of their extraction,
manufacture or selling of goods or services,
having their worldwide profits taxed in-
stead in some tax haven where they only
have a paper presence. GFI estimates that,
during the 2002-2006 period, trade mis-
pricing deprived less developed countries of
$ 98.4 billion per annum in tax revenues.?

7. Under existing rules, the more af-
fluent countries can pollute at will without
compensating for the harms they thereby
impose, such as serious health hazards,
extreme weather events, rising sea levels,
and climate change, to which poor popu-
lations are especially vulnerable. A report
by the Global Humanitarian Forum esti-
mated that climate change is already seri-
ously affecting 325 million people and is
annually causing $ 125 billion in economic
losses as well as 300,000 deaths of which
99 % are in less developed countries.?®

By upholding supranational institu-
tional arrangements that are badly slanted
in favor of the world’s richest individuals
and corporations, the leading national
governments are massively violating the
human rights of the poorer half of hu-
manity whom these same supranational
institutional arrangements foreseeably and
avoidably keep in life-threatening poverty.
The responsibility for this largest human
rights violation of all time is shared by citi-
zens of the more influential states who -
even when they do not benefit from the
injustice — are implicated in the wrongs
and injustices their governments contri-
bute to. M

23 See Thomas Pogge, World Poverty and Human Rights: Cosmopolitan Responsibilities and Reforms, 2nd edition (Cambridge:
Polity Press, 2008), chapter 6; and Leif Wenar, »Property Rights and the Resource Curse,« Philosophy and Public Affairs 36/1

(2008), pp. 2-31.

24Dey Kar and Karly Curcio, Global Financial Integrity, Illicit Financial Flows from Developing Countries: 2000-2009
(Washington, Global Financial Integrity 2011). This outflow is over four times larger than all official development assistance,
which, during the same period, averaged $ 83 billion annually, of which only $8 billion was allocated to »basic social services.«

25 Ann Hollingshead, The Implied Tax Revenue Loss from Trade Mispricing (Washington, D.C.: Global Financial Integrity 2010),

p. 15, Table 2.

26 Global Humanitarian Forum, The Anatomy of a Silent Crisis (Geneva: Global Humanitarian Forum 2009), pp. 1 and 60-61.

32 NG|FH 1]2013



PUBLISHER'S INFORMATION

Editorial Department of NG/FH Released for the Friedrich Ebert Stiftung by
Friedrich Ebert Stiftung Sigmar Gabriel, Klaus Harpprecht, Jiirgen Kocka,
Hiroshimastrasse 17 Thomas Meyer, Bascha Mika and Peter Struck
D-10785 Berlin

Tel: 0049 3026935 7151,-52,-53  Editorial Staff

Fax: 0049 30 269359238 Thomas Meyer (editor-in-chief and responsible),
www.ng-th.de Lewis Hinchman (English language editor),
ng-fh@fes.de Dirk Kohn, Johanna Kuchling, Klaus-Jiirgen Scherer
Publisher Design Planning

J.H.W. Dietz Verlag and tiff.any Ltd., Berlin

Successors, GmbH

Dreizehnmorgenweg 24 Typeset, Lithography, Printing, Production
D-53175 Bonn Limberg Druck GmbH, Kaarst

Tel: 0049 228 184877-0

Fax: 0049 228 234104 To order individual copies contact
www.dietz-verlag.de heidemarie.pankratz@dietz-verlag.de.

ISSN 2194-3095



m FES INTERNATIONAL
ERERT
STIFTUNG

. Recent publications

from the International Departments of
Friedrich-Ebert-Stiftung
[ ]

°
°

Breaking the shackles of austerity? Youth Unemployment in Germany
Using the EU budget to achieve macro- Skill Biased Patterns of Labour Market
economic stabilization Integration
IAIN BEGG BETTINA KOHLRAUSCH

FES Perspective, November 2012 FES International Policy Analysis,

November 2012

COP 18 in Qatar: between »Fossil of
the day« and »Best green practice« Youth Unemployment in Spain
What the Gulf States can contribute to Situation and Policy Recommendations
the success of the Climate Change FERNANDO ROCHA SANCHEZ
Conference in Qatar FES International Policy Analysis,
Judith Althaus November 2012

FES Perspective, November 2012
Citizens United

World Climate Summit in Doha Super PACs and exploding costs of

(COP 18) American Elections

Objectives, Developments and Challenges BARBARA KENNELLY AND JOHN TANNER
NINA NETZER FES Perspective, November 2012

FES Perspektive, November 2012

These and further publications are available at: www.fes.de/international.

Stay up to date with new developments in international affairs with the weekly publications
newsletter »Neuerscheinungen, bringing to you the latest and most important analyses, reports
and opinions from the Friedrich-Ebert-Stiftung’s international departments.

Subscribe today by sending an email with the subject »Newsletter NEUERSCHEINUNGEN
abonnieren« to international@fes.de.




