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Three years ago, the mother of all crises broke out ferociously. We still do not know how to explain it, but we are suffering its impact. Economic impact: recession and financial turmoil, together with major sacrifices due to fiscal adjustments, as unavoidable as they are unpopular. Social impact: rampant unemployment (especially among young people) and loss of purchasing power among the middle and lower classes. Political impact: the deep-rooted feeling that markets are governing politics and not the other way round.

This is surely the most painful fact. The most unbearable. It is, in my belief, what is underlying in the mobilizations that have taken place in European capitals and, most particularly and with great strength, in Madrid and other Spanish cities. And it helps explain the weakening of governments in this Europe still stunned by the crisis.

The main conquest of the post-war 20th century was the Welfare State. The socio-economic pact—and the political pact made widespread by social democracy—underpinning the Welfare State for more than fifty years had national regulatory instruments. Mainly, public expenditure and progressive taxation.

Financial globalization has broken that mould. Through chaotic financial flows that know no borders. Through investment markets that have enabled limitless debt for States and the private sector. The lack of a supranational regulatory framework has led to pathological overgrowth—the famous "bubble"—and this has had a very negative effect on democratic political power. In Europe, this has caused us—and still does cause us—great distress. Time and time again (Greece, Ireland, Portugal) the markets have ruthlessly attacked and blackmailed governments that were too small and too indebted to fight back. Without European rescue plans, without the euro, those countries would go bankrupt, with unpredictable contamination effects.

The sovereign debt crisis is but the expression of the breakdown of the politics-market balance; in other words, the failure of both. The message that people are perceiving is that politics is not living up to its name. And the result is a dramatic drop in the legitimacy of power. It is no coincidence that the left, i.e. the culture of intervention in economy and redistribution of wealth, has been the hardest hit. Last Sunday's elections in Spain are an example.

It so happens that the political instruments at our disposal are, mostly, national in nature. But, at the same time, the phenomena surrounding the crisis is clearly supranational. Thus, citizens feel powerless in the face of the uncontrolled global financial powers that have caused the crisis and remained unscathed; it would seem that they are invulnerable to the law. An example of this is the disproportionate remuneration of financial executives and of managers of speculative investment funds. Another example: the lack of direct or indirect taxation on financial transactions; this privilege stems from their enormous capacity for evasion and from their mobility and volatility in the information technology society. The systemic nature of financial services has compelled States to intervene in order to prevent their collapse. But the destabilizing and speculative capacity of such financial activities has not yet been totally counterbalanced. We are seeing this right now in relation to Greece and Portugal.


There is an urgent need for politics to recover its capacity to regulate the market. But this can only be done with new institutional and political instruments and new mechanisms for economic intervention. 


In my opinion, among the things that we Europeans can do, two are absolutely necessary and essential: strengthen the Union's economic institutions and create a new and solid fiscal capacity. Only this can restore to democracy what it never should have lost: the prevalence of politics—the power of the majority expressed through free vote—over unregulated capitalism. 


I do not think that, faced with the challenge of financial globalization, a national government can do much on its own. However, in the European Union we are fortunate to have a political instrument that can be invested with economic governance capacity. This is what we have been doing in the EU since the crisis broke out, and, especially, since the Lisbon Treaty entered into force in 2010. This is a process that I hope will come to fruition in the European Council of late June with the creation of something that needs to be articulated: the Economic Union; in other words, economic governance and economic policies adopted within the European Union, to promote a "social market economy" with a European dimension.


However, to be honest, none of the above will be effective if there is no fiscal power to replace the unsustainable over-indebtedness with a new capacity to administer taxes. If we wish to maintain the Welfare State, reduce national debt and promote economic recovery, we need new and greater tax revenue, revenue from taxes that are equitable and progressive (which I referred to in this newspaper in my article "The Welfare State: Return to Taxation” on 4 August 2010), which make those who have the most pay the most, and prevent the weakest from having to bear the cost of the crisis.


Very recently what is known as the Tax on Financial Transactions sounded utopian. Today, it is basically supported by the European Council (meeting of last March), the European Parliament and the European Commission (which may address it in the forthcoming Financial Perspective 2014-2020). 

I find it hard to understand some progressive persons' reluctance to this simply indispensable tax. We can debate over which part of it should be considered the Union's "own resources", and which part should go to the States' Treasuries. We will also have to decide whether that tax should be on the transactions themselves or on the profits of financial activities. But the substance of the idea is very powerful.

And this substance is: Firstly, that today the balance between politics and markets has tipped towards the latter (especially in its monetary or financial dimension). Secondly, that the Nation State has proved its regulatory and fiscal limits. And thirdly, that disproportionate indebtedness—100% of GDP in European countries and in the United States, which have lost room for manoeuvre—has to give way to a fiscal balance that uses new fiscal resources originating in the financial sphere. All this needs to be managed politically within supranational institutions. In Europe, we have the European Union, unfairly criticized but necessary. The Union, in this multipolar world, should be leading this change at the highest levels (G-20, International Monetary Fund). And to do so, we Europeans must fight against the nationalist, separatist and selfish fears that are growing amongst us, in order to once again trust that the solidarity of the European Union, based on a common interest above all else, will be prevalent once more. 

This seems difficult, but democracy was invented so that the wishes of the majority and the rights of minorities would be respected. It is now time for us to give our democracies a more wide-ranging and far-reaching, more legitimate dimension. This is what so many men and women are demanding in Europe and beyond.

