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Dear Readers, 

If it is true, and I am not able to detect any flaws in it, that we are in the first
year after the crisis but in the third year of the crisis, then it must be, 
inevitably, right to utter some fundamental thoughts. In general, it is accepted
that the reaction to the world financial market crisis has been different from
the reaction to the great depression of the 1930s. Not by a rigorous austerity
policy, return of the money in circulation and crisis-increasing foreclosures
of the markets, but with measures pointing in the opposite direction. Every-
where rescue packages in the amount of billions were packed, dedicated for
the financial sector, for the automotive industry or for the labour market.
 Altogether, superficially it seemed to effect a resolve of the crisis. At second
sight, however, it reveals the image of fire being fought with fire here. Thou-
sands of billions have been pumped into the economic circle, nevertheless
 ordinary business is still only a simulation. International politics is about to
 repeat the very same mistakes that must be deemed as the triggers for the

crisis on the financial market. Because, in the end, it was politically desired interventions in
natural economic flows, such as the “mother of all wash-outs”, the sub-prime bubble in the
U.S., which played into the hands of international financial speculators in the first place. The
so-called real economy, better known as the single-goods economy, has not participated
therein. The Würth-Group, as an important representative of the international single-goods
economy, thereby feels prompted to intervene in the debate. We do that with the current
magazine and along the ideal of freedom which draws through the readable contributions
of the authors Ulrike Ackermann, Thomas Zöller, Ansgar Tietmeyer, Oswald Metzger and
Erwin Teufel. Very plausibly, our guest authors show that the European Union's future role,
the position of the international financial industry, the success of national economic policy
and in the end our civic conception of ourselves, are strictly linked with a freedom-suited,
regulatory arrangement of the international legal framework. I hope you enjoy an inspiring
read and remain with the best wishes as always, 

Yours, Manfred Kurz
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As an answer to the financial and economic crisis, politics aims at stabilising the financial
markets and reducing the likelihood of new crises. Against this backdrop, in September 2009
the G-20 heads of state and government agreed in Pittsburgh on several essential measures:
along with stronger equity capital regulations for banks and an extension of regulation to less
regulated sectors so far, e.g. rating agencies, hedge funds and the securitisation market, it was
above all “over-the-counter” (OCT) derivatives that stood on the agenda. 

Derivatives are financial instruments with their value deriving from the price, price fluctua-
tions and price expectations of an underlying basis instrument, which are mostly used for risk
protection. The completion communique of Pittsburgh states: “All OTC derivatives shall be
processed by a central clearing system until 2012 at the latest and the contracts shall be
communicated to data banks (trade repositories). Contracts which are not centrally settled
are to be backed up with higher equity capital regulations.”  

The force behind this demand consists of two thoughts: firstly, more transparency and sec-
ondly reducing the the networking between market participants. By this, main causes of the
crisis should be avoided and the financial market should gain more stability in the long term. 

On 15th of September, the EU Commission submitted a draft guideline for derivatives in
Brussels. The legislator, i.e. the European Parliament and the Council as the representation 
of the member states, now has the order to prepare legislative proposals by mid-2011. The 
regulation, to be applied uniformly in all EU member states, refers in particular to financial 
institutes. It establishes the processing of eligible OTC derivatives via central clearing centres
(“Central Counter Parties”) as well as the obligation to report contracts to data bases provided
for this purpose. But also non-financial institutes are concerned by the guideline, i.e. indus-
trial companies. Insofar as derivatives are part of a company’s transactions they should be
exempted. Exemptions are also considered for cases in which a certain magnitude, still to be
determined, is not exceeded. Otherwise also industrial companies shall be obliged to process
their OTC derivatives centrally. 

| Regulation |
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Crisis management 
should not create 
new crisis
The EU Commission presents draft law on derivatives

By Ansgar Tietmeyer
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Private industry lastingly supports the numerous regulatory plans in general and OTC 
regulation in particular. However, an appropriate evaluation of the effects those measures
bring about has to be made in the long run, because if not applied with moderation, 
regulation will become counterproductive. To avoid such a scenario, the active dialogue 
between politics, regulators, and companies is necessary. The industry is ready for that. •
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The necessity and limits of regulation

Now treasurers fear that the associated regulations may 
lead to additional burdens for the companies. Most of all, 
the suggestions to henceforth standardise derivatives and to
process them via central opponents (CCP) instead of concluding
them bilaterally between the industrial company and the bank
as before, meet with criticism since it would involve more 
securities to be deposited by the banks, thus requiring additional
liquidity which subsequently would not be available for the 
operative business of the company. To which extent the com-
panies are actually affected by this, will finally depend on the
definition of the ceiling, which is still to be determined by the
new EU Supervisory Authority Securities and Markets (ESMA). 

The draft law explicitly states that only “standardised”
derivatives are to be processed via central counterparties. 
It will be vital that the new regulation contributes to more 
stability on the financial markets and does not try to process

and record each and every derivative centrally because thus it would then miss its target 
entirely. Identifying the real systematic risks and making them transparent particularly 
necessitates recording the major institutes and the standardised products that constitute the
majority of the derivatives, and not so much the smaller companies and special derivatives. 

Also, there are limits to regulation. Not all derivatives can be standardised. Banks as well as
companies may not be deprived of an instrument to adequately hedge their risks. Deriva-
tives, whether interest, currency, shares or commodity derivatives, often have facets that are
inadequate or even counterproductive for standardisation. The market must still have the
opportunity to hedge special risk through customised derivatives. Otherwise, entrepreneurs
would not be able to further hedge their risks efficiently. Market participants with a core
competence in industrial business and the desire to pass on the risks of their transactions 
to market participants competent for such risks, must not be burdened with additional 
stipulations. 

The industry's willingness to engage in dialogue

Due to globally integrated financial markets, preventing regional regulatory differences is a
crucial factor. This applies to the the OTC derivatives, the ongoing discussion about addi-
tional capital requirements, as well as to numerous other regulatory plans. Coordination
within the global dialogue is as important as on the European level. National solo runs lead
to confusion, open the chance for regulation arbitrage and undermine the efficiency of 
legislative measures. 
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The non-mutual-assistance clause (“no bailout”) in Article 125 of the EU Treaty expressly 
prohibits the European Union or member states being liable for the debts of another member
state. After a long struggle, Germany finally enforced this clause in the Treaty of Maastricht
back in 1992, because Germany was not willing at the time to sacrifice its hard currency 
D-Mark for a soft currency Euro. Also, the German Federal Constitutional Court in Karlsruhe
clearly postulated in its so-called Maastricht Decision from 1993 that the “concept of a 
currency union as a community based on stability (...) is basis and subject of the German 
approval law”. In case of abandonment of this contractually guaranteed stability construct, 
the judges announced appropriate intervention. Regarding this constellation, the result of 
the current complaint of unconstutionality against the Euro putsch from 8th May 2010, 
the charge led by Peter Gauweiler and others, is going to be thrilling. 

German governments are experts in softening the stability pact time and again. gain. 
I experienced the first softening of the Maastricht criteria, which enforced budget discipline,
at first hand as a member of German parliament in late winter 2002. A “blue letter” (early
warning) was announced from Brussels in the middle of the pre-election campaigns, because
Germany was about to fail on the 3% deficit criterion during the election year and the 
German chancellor Gerhard Schröder rehearsed the uprising. He hindered — arm in arm 
with France — the warning from Brussels which would have been harmful for the election,
and subsequently softened the stability criteria by means of extraordinary pressure on the 
EU Commission. The Germans, of all members, being the ones who imposed the stability 
pact on their partners in the first place, were not willing to be affected by their own 
sanction mechanisms.

Proud of decisions contrary to treaty

The self-interest during the election in 2002 resulted in an actual putsch against the stabil-
ity of the Euro on n 8th May this year (on the eve of the North Rhine-Westphalian state 
election), for in Brussels a putsch took place, under French lead-ership against this very “no
bailout” clause in Article 125 which excludes a liability for heavily indebted member states.
Within one week of crisis, first a rescue package for Greece was tied up, then — only three

days later — an EU rescue umbrella has been opened which 
is meant to bail out — after the actual  crisis of Greece (“one-off
exceptional situation!”) — other  potential emergency candi-
dates, such as Portugal, Ireland, and Spain along the way 
as well. 

The new instrument will lead to nothing less than a massive
restructuring of the stability union. Henceforth, the solid (bet-
ter: more solid) states are liable for the unreliable partner states.
By this, fiscal inefficiency will be awarded and the Euro will 
become a potentially soft currency. Those two measures alone,
which were initiated in the first week of May, make the 
German taxpayer liable for potential Euro wash-out candidates
with the pretty penny of 148 billion Euros. This amount equates
to almost exactly the half of the Federal budget for the next
year — an enormous sum!

One thing is particularly shocking about the Euro putsch: the Federal Republic was not overly
presented in Brussels on 8th May. The Minister of Finance way lying acutely ill in a Brussels
clinic and his hastily installed substitute, the Federal Minister of the Interior, was allegedly
not too familiar with the script. The well positioned French delegation instead, politically
flanked by the French ECB president Trichet, who at the same time gave his blessings to that
rescue action — reportedly without alternative — in the name of the “independent” central
bank, enforced in fact a fundamental revision of the Maastricht Treaty: a non-bailout pact
became an obligation of mutual assistance that night. With amazing frankness and very
proud, the French EU Minister Pierre Lellouche admitted in an interview with the Financial
Times that the agreed EU rescue umbrella was actually contrary to the contract. Something
has now been introduced de facto on the financial level that is already regulated in Article
5 of the NATO Treaty on the military level: an obligation to provide mutual assistance!

Rescue umbrellas for stability sinners

Without any procedure for the amendment of treaties and without any democratic 
legitimation, a putsch was initiated against a key purpose of the contract of the Euro stabil-
ity, from Germany's point of view. But officially, the Chancellor and the governing parties
put up a brave front in the face of this incredible event. Subsequently, the German 
Bundestag granted its consent with the votes of the coalition parties. And a Federal 
President named Horst Köhler, who was to fleel Bellvue Palace only a few weeks later, signed
an act effecting a fundamental reassessment of the basis of the Euro stability without 
having the time for a thorough legal analysis. 

Today still, Germany's Euro policy has a certain recklessness: in mid-October, the Frenchman
Nicolas again rushed ahead and together with the German Chancellor buried the EU Com-
mission's intentions to automatically start a sanction procedure in future if EU member states
show a lack of budget discipline. discipline. But it was not only the German government that
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Bailout instead of 
no Bailout
A philippic against the soft currency politics in Euroland
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had spoken out in favour of automatic sanctions
when the debt crisis of Greece and other EU states
dramatically showed the need for foresighted and
solid budget politics. 

Now we have an invitation to business as usual of
the worst kind. In case of doubt, stability sinners
may hope for the EU rescue umbrella. With this, 
Euroland is mutating into a transfer union instead
of a stability community. And discipline isn't as bad
as it looks, either. For the automatic sanction pro-
ceedings are still history. For this reason, solid
budget politics and its implementation is still sur-
rendered to random political creation of majorities
on a European level. And in case of doubt, all those
little deficit sinners won't hurt each other too badly
anyway. And how the German stability discipline
stands in times of need, the German Chancellor 
already demonstrated in 2002.

One feels tempted to count on the Federal Consti-
tutional Court and to wish Peter Gauweiler's suit
every success in Karlsruhe, to end the political in-
trigues about the Euro stability criteria. I myself wish
the judges at the Federal Constitutional Court in
Karlsruhe the steadfastness and courage to stand by
their beliefs, for they alone are able to stop this fatal
Euro policy. If the judges can be measured against
the yardsticks their former colleagues worded in
their Maastricht Treaty back in 1993, then at least 
a political explosive veto coming from Karlsruhe 
cannot be ruled out. • 
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What's going on in Germany? Though Germans tend to accept loss of their freedom in favour
of security and social equality, last year they explicitly voted for a middle-class liberal party in
the interest of a change of politics. The citizens were realistic and clever enough to realise that
all-round provision by the welfare state can no longer be financed in view of enormous 
national debt and a dramatic demographic state of the nation. Now, tangible disappointment
has spread. 

There are no traces of any departure into liberty. Instead, there is still a governmental 
paternalism threatening to suffocate the commitment and initiative of the citizens. 
However, such politics does not promote maturity; rather, it fuels scepticism towards the
market economy and democracy. 

“Freedom is just another word for nothing left to lose, nothing don't mean nothing honey if
it ain't free…”, Janis Joplin sang in the late 1960s in her famous song Me and Bobby McGee
– the much acclaimed refusal of property and bourgeois possession rights in favour of the
empire of freedom. At the same time, it was a passionate plea for the individual liberty every-
one would be able to choose, when there is nothing left to lose after having rid oneself of
tangible bonds. And it is the old dream of having democracy without capitalism. 

But was not the disaster of the global financial crisis, dragging the real economy with it more
and more, proving the critics of the market right? Even if capitalism is booming again, the
order books at least in Germany are full and we've been able to enjoy an extraordinary 
increase of more than three per cent this year. 

Our economy crisis is a crisis of liberty as well 

Anti-capitalistic resentment has always focused not only on the financial capital or indus-
trial magnates, but on the market itself, too. It personifies the unpredictable and the risk and
uncertainty, the open and the uncertainty, the possibility of winning or losing. It is thus the
ideal projection screen for all sorts of modern angst. The existence of forces and dynamics
working in our open society that we are not able to entirely understand and control, has

Freedom for life experiments
Why we have to dare more liberalism

By Ulrike Ackermann



Our history so far has been so successful because economic, 
political, and individual liberty are always mutually dependent 
and drive one another. Without the curiosity, willingness to take 
on risks, and the courageous creative power of our individuals today,
we would have neither prosperity nor democracy. Self-will, fantasy,
and  creative self-activity of the citizens are necessary to master
our economy and liberty crisis, their will to take their lives in their
own hands, namely as economic citizens, political citizens, and 
private persons and to glory in the “liberty for life experiences” 
(John Stuart Mill). •

| Freedom |
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been a source of great disturbance; in times of crisis more than
ever. This distrust of the unknown, the unpredictable, the un-
controllable, mirrors, if nothing else, the fear of liberty. It is
averted for example by blaming the market as the scapegoat and
source of all evil. 

But over the centuries, we have got this far because our devel-
opment has been driven by a perpetual competition of knowl-
edge, of ideas, of inventions created by individuals. The market
has improved global standards of living as an instrument of de-
velopment and deprivation of power, giving the people the gift
of a longer and healthier life. At the same time, a sophisticated
set of social and legal rules has emerged, paving the way for the
cohesion and advancement of society. The development of the
money and market economy went hand in hand with the devel-
opment of the modern individual. Only money allowed libera-
tion from personal domination and created the chance to lead an
individual life, to develop and savour new liberties. Only from
this was a culture of personal responsibility and voluntary asso-
ciations able to arise. Liberty of trade, liberty of contract and li-
ability, i.e. responsibility, are the pillars of the economic liberty
gained, and basis for the single goods economy. Even in its most
banal forms, the market is still reminiscent of the self-determi-
nation and legal equality of the individual. The with each other
and against each other of actions, purposes and plans of many
individuals in a society has never been a planned outstanding
work. Our history with all its advances and and setbacks is not
the result of a bigger plan. All state attempts to plan a perfect
society with perfect inhabitants have failed. 

Only liberty also releases forces

The core idea of liberalism goes back to the English Enlighten-
ment philosopher John Locke. His principle of “self-ownership”,
of property of oneself, is the individual right to dispose of one's
own body and results of one's own work. The same right of self-
determination for each individual John Stuart Mill determined
further in his famous pamphlet “On Liberty” 150 years ago. He
saw the personality's free development as the principal prereq-
uisite for welfare. Against conformism, uniformity and the
tyranny of public opinion, he set individualism, liberty of
thoughts and feelings, independence of opinions and attitudes,
the liberty to create a plan of life according to one's own choice
and to do what pleases us, as long as we do not harm others.
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“Freedomis just anotherword fornothingleft tolose, nothingdon'tmeannothinghoney ifit ain'tfree…”
Janis Joplin

In 2008, Prof. Dr. Ulrike Ackermann
was appointed Professor of Political Sci-
ences with a focus on freedom research
and teaching at the SHR Hochschule 
in Heidelberg, Germany, where she
founded the John Stuart Mill Institute in
2009. Since her studies, she has dedi-
cated herself to a free society. This topic
also characterises her publication work
as scientist and freelance journalist. 
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edge-based economy. Loudmouths that we are, we won't do with less. Suitable for the next
paper bin. Or even better: we sell this strategy to China. There, they would rename it the
Shanghai strategy, advance powerfully in seven-league boots and run way ahead of the 
Europeans. But wait — they're always as clever as that. Spending money on something they
already own is out of the question. The more so, as such money could be invested much
more profitably. For example, in a high-interest loan to the European Union for supporting
their potato starch subsidies industry. In doing so, at least the supply of dumplings for huge
swathes of European population will remain ensured, completely without any imports. So,
the chance of all the dumplings and the gnocchi sticking iin our throats still remains a 
singularly European phenomenon. And as such will join the genetically engineered potato
Amflora. Buon appetito, ragazzi.

Chinese, eat more European potatoes! Rich in vitamins, nutritious and, best of all, cheap.
Thanks to the European policy for agricultural subsidies. Indeed, the European citizens dip
deep in their purses for this, but it is well worth it. Even more, if it can be just a little more,
please; if we not just make do with distributing our potatoes throughout the world but let
the world participate in our refined products, such as potato starch. Chinese cooks have
waited ages for this, now having an even more rational way to produce dumplings. This will
help to cater even more rapidly to the millions of Chinese enthusiasts of this speciality so
typical of their country. Thanks to European potato starch. So don't let anybody say again,
Europe would set little store by international understanding. Gratitude is to be expected. 

However, what do we have to observe? Our Chinese friends take only little pleasure in the
European potato starch exports. There, they don't take a joke whether it's dumplings or not.
After all, they produce potato starch themselves, admittedly a bit more expensive because
such blessed inventions as the European potato starch subsidy to support needy domestic
farmers is something unknown in the Middle Kingdom. There, they know nowt but the mere
principles of a market-based economy and file a lawsuit with the WTO. Here at least, the
 European Commission could take a leaf out of its book on “how to cook potatoes” now and
then. 

China acts in accordance with the principles of a market-based economy and, following 
the European example, imposes punitive duties on dumped potato imports. Well done. 
Observant pupils as they are, they soon learned from the European Commission how to
handle inconvenient competition in no time at all. Whether it be shoes, bulbs, screws, bolts
or carbon steel wire, they guard and protect. Leftovers are polished, to the tune of lamen-
tations over the world's badness, more specifically the Chinese free traders who are not 
entirely open to understanding the blessings of protectionism. How could they? they? They
are taught the welfare-encouraging doctrines of a Walter Eucken and Ludwig Erhard and
rub their eyes in wonder that those doctrines do not differ too much from their own state-
economy past, at least in the way it is considered by the administrative artists in Brussels. 

It's a strange world. The European Lisbon strategy, we remember, was meant to leverage
the European Union in getting a leading position in the world's fastest-growing knowl-

Potatoes for the world
How the European Commission sees its role as a competition preventer

By Manfred Kurz

| Commentary! || Commentary! |
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| Jour fixe in Berlin |

Maybe Frederic Chopin would have said that again after visiting the German's favourite  island
nowadays. Only, in his case it wasn't the “Ballermann” and congestion but more the wrong
season with the most unpleasant weather, paired with unfavourable accommodation. 

It was draughty, cold and clammy - remember the modern possibilities of holidaycheck.de.
had not yet been invented. Furthermore, his unstable state of health and the sense of 
rejection that he sensed on the part of the locals did not help much to make him feel at
home on the island. Perhaps the latter feeling was already based on a foreboding of the 
Majorcans, seeing their most beautiful island — beautiful still today, a fact I feel obliged to
stress as a great admirer of this lovely spot — overrun by millions of tourists or simply on 
the fact that Chopin then took quarters together with his companion George Sand, not 
married to him, and two children, not his own, in Valdemossa. 

After three and a half months of initial happiness, followed by most bitter days of sickness,
ending in hallucinations, Chopin's time on Majorca already ended in February 1839. Even
though or maybe because it wasn't the most pleasant time of his life, an important part of
his work, the 24 Preludes op. 28, was created here. 

Prof. Justus Frantz traced this era at the rand piano on a cool, almost autumnal late summer's
day in the ballroom of the Würth House in Berlin, filled to capacity. The guests not only 
enjoyed the maestro's virtuosic playing but were also provided with background information
about the origins of individual pieces of music, the state of their composer during their 
creation as well as information on how to play them. The auditorium listened with bated
breath to pieces normally not playable with two hands alone, according to Justus Frantz. 
For this reason, Manfred Kurz had to help out even twice as a page-turner. With the com-
poser's stern look in his back, in the form of a porcelain bust of the Königliche Porzellan
Manufaktur Berlin (KPM), Justus Frantz led through an amusing evening that ended with big
applause and calls for “da capo”! Considering the time of the day and the hope of one or the
other for bread and wine, the maestro ended the evening with Mozart's “Das Butterbrot”. 

Following the concert, there were plenty of opportunities to chat with the pianist about
Chopin and much more. Furthermore, his special concern, the Philharmonic Orchestra of

“Never again Majorca”

By Inga Büscher-Arft
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 Nations, whose co-founder and director he is, was given attention. Already in April 2010,
Justus Frantz and a selection of his young musicians from all over the world had been guests
at the Würth House in Berlin, to show friends and mentors of the orchestra how important
their work is and what fruits it bears..

For more than thirty years now, Prof. Justus Frantz has been one of the most successful 
international pianists and conductors. Along with his own work, he has a special interest in
promoting young musicians, time and again he has discovered new talents. In 1986 he
founded the Schleswig-Holstein Musik Festival, whose director he had been over many years
and which he developed into one of the biggest music festivals worldwide. Inspired by
Leonard Bernstein and Sir Yehudi Menuhin, he founded the Philharmonic Orchestra of 
the Nations in 1995, comprising of musicians from over 50 nations, who he as a master 
conductor has formed into an orchestra of worldwide fame and which he considers to be 
an important contribution for international understanding and world peace. •
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living conditions. Two of the five guidelines — concerning former debts and division of the
states — are means to an end. Their purpose is to pave the political way for reforms. They 
result from the necessity of creating fair starting conditions for all in case of a reform. 

1. Taxes

The financial constitution should allow more autonomy of the states in the field of taxation.
For this purpose, the states need more regulatory authority with regard to state taxes, as
well as a greater leeway concerning the assessment of collection rates and tax surcharges or
tax abatements for other taxes. For giving incentives for a growth-stimulating regional 
economic policy, without risking the fundamental demand of taxes for public services, the 
allocation of community-based taxes, with regard to income tax, could be measured 
according to economic power (in terms of gross domestic product per capita), and in the
case of VAT could still be measured in accordance with the population. Re-assessing the
shares of community taxes for federal and state governments would be inevitable. 

2. Expenses

An inevitable counterpart of authority concerning taxation must be authority concerning
expenses (and tasks!). This especially applies to the welfare state public service laws, which
account for a major part of the tax burden for the states. Therefore, it is necessary to con-
sequently implement the principle of connectivity into the relation between the Federation,
the states and municipalities in order to offer the states greater leeway to flexibly flexibly 
implement the regulations of the welfare state in situ. For example, by considering the 
massive interregional differences between the living costs, which are closely related to 
economic and fiscal power. 

3. Financial equalisation (sensu stricto)

There should be only one financial equalisation, the vertical one. The horizontal financial
equalisation should be abolished; its shifting effects — if desired — should completely be
taken on by the vertical financial equalisation among the states. It should be solely orientated
in levelling the differences concerning economic power. An increase in economic power must
provide an increase in profit, more effectively than in the past. Suitable options are, among

| Convention for Germany |

In its early history, the federally organised Federal Republic of Germany asserted itself as a
model of success. Keeping this formerly successful subsidiary allocation of tasks, or rather,
helping it to re-establish itself, is seen as indispensable to an increasing extent. Of course only
to that extent in which such action is not accompanied by a loss of power, or influence of 
Federal politicians, or the European Commission. As soon as concrete proposals are tabled, 
resistance against them becomes a reflex action. Cross-party and cross-nation, the keepers
of vested rights bring themselves in position, at the expense of competition between Big 
and Small. Hence, what is true for the modern sstate has long since been a certainty in 
the global economy, as it is a recipe for social progress: our society needs what our politicians
fear: competition. 

We're always at our best when we are competing with each other. This principle is the 
fundamental view of the Convention for Germany, which we confidently and wholeheartedly
support, also as host in the Würth House in Berlin. High-level media representatives were 
invited to the introduction of five guidelines, along which a federal community is to be 
restored, with a spirit for reforms and thus supporting growth. As always, the financial 
constitution, acting as a steering instrument, proves especially effective. Disentanglement
turns out to be a blessing.

The financial equalisation among the German states is in need of reforms. For this, there 
are three main reasons: it is too complicated and obscure; it gives the wrong fiscal and 
economic impulses; and it blurs political responsibilities. The expiry of of Solidarity Pact II in
the year 2020, 30 years after the German reunification, is the appropriate time for a funda-
mental reform. Such a reform must be theoretically prepared - already today. The Convent
for  Germany sets out to make a contribution to this. 

The present five guidelines outline ways in which the financial equalisation among the 
states could be reorganised. Three of the five guidelines — concerning taxes, duties and 
the financial equalisation — aim at eliminating the weak points of the existing financial
equalisation among the states. Their general tendency is: more direct responsibility in order
to obtain a solid state budget and regional growth of economy, i.e. more competition between
different locations while simultaneously safeguarding the equivalence (not equality!) of 

Disentangle!
Five guidelines for federal Germany 

| Convention for Germany |

By Manfred Kurz



others, provisions allowing a higher “rate of deductibles” in situations of economic growth,
or exempt additional income due to growth partly or entirely of the financial equalisation
among the states. Special regulations for states or groups of states (including Solidarity Pact
II) should expire. The number and complexity of support programs (“subsidy jungle”) should
be drastically reduced, and the accumulation of various support programmes on EU, Federal,
and state level terminated entirely. 

4. Former debts

The states are burdened by paying interests on former debts to very varying degrees. Hence,
they are past sins, in a political and fiscal way massively hindering the transformation to 
a new financial equalisation among the states that is marked by greater self-responsibility.
A solution in the form of a one-off debt relief thus is inevitable and justifiable if it relates to
a reorganisation of historical dimensions ("once-in-a-century reform"), and if calculating
the former debts refers to a point in the past. A — partial or entire — takeover of former
debts by the Federation, followed by a compensation of the Federation by all states pro rata 
temporis (e.g. by assessment of VAT shares), would be imaginable, but not mandatory. 

5. State restructuring

Restructuring the states may be helpful to alleviate the problems concerning their former
debts through a fundamental reorganisation of the financial equalisation among the states.
Insofar as it helps to unite economically strong and weak regions, it is also able to relieve the
work of the future distribution system. However, this is only to be expected in Northern 
Germany (a union of “strong” Hamburg with three “weaker” partner states). In Central 
Germany (Saxony, Saxony-Anhalt, and Thuringia) and in the Southwest (Rheinland-Palatinate
and Saarland), economically weak states keep to themselves. 

This is a lot, because actually it is the task of the century, which cannot be mastered 
without the implementation and the inner consent of all regional groups. The former 
Federal Minister of Foreign Affairs, Joschka Fischer, when asked about the necessity of a state
reorganisation, said, “That's impossible without having a war first.” Which is indeed not an
option at all. This comment, however, shows clearly that launching the reform of reorganis-
ing the states is only possible if exercised using superior external pressure. So, we just have
to continue working with facts, numbers, visions, and beliefs in order to help the modernity
of a contemporary federal system. Resistance is futile. The pressure to adapt, applied by 
competition-orientated constitutions of other nations, will lead inevitably to changes in 
Germany as well. It seems much better to do that now and remain sovereign masters of the 
procedure. •
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Not all has been said concerning the origin and dimensions of the financial crisis, though 
obituaries to capitalism have been obviously premature. Socialism, which fell victim to its
“inner contradictions”, has actually befallen the fate it had intended for capitalism. But this,
as the constant change which accompanies “creative destruction" — cannot be killed by crises. 

For the most part, the critics of capitalism recognised its dynamic character but misinter-
preted in their own individual ways. Marx and Engels never grew tired of stressing its prone-
ness to crisis but never understood it as a vital reflex but as the promise of a nearing end.
Others see “instability” as a “systemic error” of the market economy. But someone who 
criticises capitalism out of an interest in stability and hence argues, “the material needs of
humans are limited”; who indeed claims to distinguish “real solid growth” from the super-
fluous, burdens himself with a logical and moral onus of proof. For one thing, he has to 
determine a suitable standard of life, which is actually presumptuous in the literal sense 
itself. For another, he forces the less developed parts of the world, representative of all of us,
to be poor and noble. In reality, material needs and with it the chances for growth are as 
interminable as the desire of individuals to improve the conditions they live in. 

The common criticism of capitalism, concerned with traditional values, acts on the assump-
tion of its tenaciousness but this admission comes as a poisoned compliment. Precisely 
because of its obvious vitality its is not yet socially acceptable as such; firstly it must be
taught morals, civilised behaviour, and justice. This description of a natural, if not moral 
consuming character of capitalism is currently very popular, too, because it unites itself 
with the street ballad of banishment and taking home of politics. At first edged out by 
“market radicalism”, now politics is given due priority again. 

The fable of unrestrained capitalism

Maybe the emperor's clothes are missing, nevertheless he lays claims wherever he goes. 
We only have to ask the question if we have really lived in capitalism, to remember the hints
for the opposite. Long before there remained only state or semi-state, direct or indirect guar-
anteed banks, we were not able to speak of money without talking about money politics.
Whether the labour market functions according to the laws of the market, is nows only a

By Michael Zöller 

Capitalism, morals, and politics
Is the crisis inherent in the system?

rhetorical question, too. While such counterstories rise doubts as to the image of unrestrained
capitalism, comparing different crises directly leads to the relationship between market,
morals, and state. For if the returning crises were in fact the result of a capitalistic order,
then they should match the capitalistic logic as well. But no matter which description of
which crisis we evoke, we see the differences between the active participation of the state
and the passive concernment of the public - whereas dissemination, as public awareness and
severity as the extent of the destruction of values, need not correspond at all. 

A crisis that barely lleft its mark on the collective memory is the crisis at the beginning of the
1920s, during which U.S. President Harding could not decide between the equally problem-
atic recommendations for action. “His” crisis was soon over, but he entered the history books
as the Do-Nothing President. Roosevelt, on the other hand, implemented state intervention
into everyday life to an extent for which there had been no example, except for Mussolini.
More effective in the long term was the legendary New Deal: not only Germany and Japan,
but also the Great Depression are said to have been mastered by this means. Supporters of
such belief in an active state and the critics, for whom those activities of the state are a part
of the problem and not its solution, agree at best that all concrete orders are “impure” mixed
systems. 

However, a comparison between the two latest crises leaves such banality far behind. A few
years ago, when the so-called bubble of the dot com burst, more than the twice the value of
what is now assigned to the current financial and economic crisis was destroyed. That this
earlier crisis was soon forgotten, is most likely because it actually proceeded according to a
capitalistic script. Private and institutional investors lost money, while most of the others
were spared the consequences. 

But how did the real estate bubble emerge which finally led to a general financial crisis? How
was it possible that all providers of loans and their customers disregarded all the usual 
cautions and eventually could shift the consequences of their carelessness into the entire 
finance? Carelessness changes into irresponsibility when the connection between action and
consequences is loosened. It's hardly capitalism itself that causes such isolation, because it
is based on the principle of reciprocity and, like its critics say, gets everyone else to 
mistrustfully eye each other and to play it safe. In fact, the signs of external influences are
as numerous as they are obvious. They start with the age-old discussion about “good money”
and “bad money”. 

The state as a market factor

The state has complemented its monopoly of force with a monopoly of money and then 
implied that there is no alternative to either. The monopoly changed into a cartel of money
politics which created leeway for the now pilloried “greed”. The state itself practised money
expansion and encouraged banks to create money from nothing, far beyond their deposits
and equity. As a result, the amount of dollars in circulation since 1999 has almost doubled;
the uros have multipiled even more — the state as creator of money. 

| Capitalism || Capitalism |
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Additionally, it already created the siblings Fannie Mae and Freddy Mac who are related to
the German regional state banks for this origin alone, and used them to clean up all traces
of politically motivated provision of loans from its own accounts - the state as a role model
in creative accounting. 

All this is justified as supporting the economic situation, prosperity, or property, thus with
concern for the common good. Whether mortgages were granted to persons who could only
count on rising real estate prices or the public debts only left hope for inflation - the state
as a speculator. 

And finally — whether interest policy denied interest its function of indicating risks, or 
the link between action and liability through guarantees was loosened at the expense of the
general public — the state as something obscuring and repressing price signals, covering up
its tracks of responsibility. 

And what about the claim that capitalism as such is not socially acceptable and is not in 
itself capable of creating either morals or justice? At first, it is the often lamented commer-
cialisation that generates what we call society in the first place, by enforcing the principle
of rewarding only those who keep an eye on the interests of others. By describing the mar-
ket, the Scottish intellectuals also introduced the term “society” and a moral philosophy based
on social co-operation. At the same time, capitalism enforces a juridification in a dual sense.
By liberating the individual from the structures of extensive classification and subordination
and isolating it as a legal entity, it inversely combines freedom of action, property, and 
liability, thus generating a culture of accountability and responsibility. Understanding such
bourgeois values as a social event is inherent in the logic of this counterrevolution. They are
a construct and must be ensured by means of legal rules and institutions. Adam Smith had
been aware of this; that is why he did not develop a belief in the Homo oeconomicus or in a
miraculous balance, but always reckoned with the parasitic nature of mankind. Merchants sel-
dom meet without establishing a cartel. Prohibiting banks from circulating instruments
they're not allowed to exercise at any time they like, may be a justifiable limitation of per-
sonal freedom, similar to building firewalls. Later on, however, as in the long-time relevant
textbook on economy by Samuelson, there was no longer mention of justice and institutions. 

How logic and morals of capitalism are suspended

Capitalism strives for juridification itself; a fact often enough criticised. By this, it creates not
only trust that encourages individuals to co-operate but also the only chance to morally 
assess collective decisions. As soon as we go beyond the logic of monopoly of power, i.e. the
necessity and acceptability of a binding legal system, we face problems needing a solution
despite the lack of sound knowledge, justifiable moral principles, or both. We don't know if
the increasing tendency for saving money will prolong the crisis, or if a larger amount of
money is the condition for growth — and the notion that we are faced with a gap in demand
is as plausible as the assumption that it is in fact an illusion of values, in other words a bub-
ble. However, even if we think we know something for sure, actually the existence of over-
capacities in the banking sector and in the automotive industry, according to which criteria
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shall we proceed? Only the “anonymous market
forces” are able to create accountability here, too,
hence making the result morally acceptable. 

In the U.S. as well, Ralph Nader's warning, “only 
a car built by the government could be worse than
a car manufactured by General Motors” has been
forgotten. GM is now spelled out as “Government
Motors”; it is decided by official fiat who has to
merge with FIAT, and politics prevents the “creative
destruction” for as long as possible, because it 
expects acceptance by defending the status quo.
Politics overlooks that this way it not only risks the
taxpayers' money, but also its own capital of legiti-
macy by rendering the state also psychologically 
liable for the economic results of politically
motivated decisions. 

Even worse, the state gets increasingly lost in 
a thicket of conflicts of interest, and thereby in an
 irresolvable moral dilemma. However it decides, it 
is bound to favour the interests of one party at the
expense of another, side with the employees and

discriminate against pension funds or savers or vice versa. Neither globalisation nor neo-
liberalism put us in this position, but the attempt to suspend logic and morals of capitalism.
So, if we have to worry about capitalism's future, then it is because the busy state fails 
precisely there where it is indispensable. It is becoming increasingly difficult for it to 
combine actions and results in a reliable manner, thus providing legal certainty. •

Prof. Dr. Michael Zöller is holder of the chair for 
political sociology at the University of Bayreuth. He 
lectures and researches in the areas of social philosophy
and political economy, economic and social policy, 
as well as political culture of the U.S. As chairman of
the German-American Council on Public Policy and 
chairman of the Mont Pelerin Society, two independent
think tanks, he focuses on the defence and promotion of 
liberal, market-oriented principles in politics and society. 

One gets the impression that the European leaders, after having handled the crisis in 
Greece in next to no time, are now getting back to business as usual. There are not a few who
reject this behaviour; a complaint of unconstitutionality is still pending in Karlsruhe. Among
them are sharp voices with political weight, such as the former Minister President of Baden-
Württemberg and member of the European Constitutional Convention, Dr. h.c. Erwin Teufel.  
He remembers all too well the fundamental decisions which were ultimately incorporated into
the  Lisbon Treaty. They contradict the nightly decisions of Brussels, which led to the financial
rescue of Greece. Or has it been more a French Programme for Rescue of Banks? However, the
trust and the understanding of democracy among European citizens has been placed under 
severe strain. The consequences remain incalculable. 

In accordance with the will of its founders, the European Union has from the outset been a
community of values, a peace union and a caring society. Solidarity, however, was not meant
to consist of help for budgetary readjustments for member states with a weaker economy,
but to be a structural help; a help for self-help to lift such a member state from an economic
power below average up to the EU average. Spain, for example, having reached this average
long since, still receives nearly eight billion Euros out of that fund annually. This money will
be needed very soon to help the much weaker Eastern European member states establish 
a stronger economic power of their own. Germany in particular has contributed to this 
solidarity, for we are the most potent net payers, with a share of nearly one third.

When introducing the Euro, the former Chancellor Kohl and his Minister of Finance Theo
Waigel achieved in their negotiations a level of independence for the European Central Bank
to match that of the German Bundesbank. Additionally, the stability criteria for a strong
 Europe were much more stringent than was the case with the stability criteria then applied
for the Deutschmark. In this way, the political leaders sold the Euro to the Germans, who
were still very fond of their Deutschmark.

Hence, the Monetary Union expressly had not been a transfer union. Each member of 
the Monetary Union was solely responsible for its budget policy alone. Each state had to

European strains 
of confidence
How politics is losing its most important resource

By Erwin Teufel, former Minister President of Baden-Württemberg

| Confidence || Capitalism |
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maintain a ceiling of new deficits. There was an express prohibition for one Euro country to
help out or to become liable for another country's debts.

Lost confidence is hard to regain

During one sole nightly meeting on 8th May, 2010, the heads of states and heads of 
government of the European Monetary Union agreed on a gigantic rescue package for the
Euro in the amount of 750 billion Euros. Germany alone will have to shoulder up to 123.20
billion. The EU as well will participate with 80 billion, though there is no legal basis for this.

Within one sole night, the heads of states and governments defied the EU treaties and their
stability criteria.

• They annulled the so-called “No-Bailout Clause”, which prohibits a member state from 
assuming the debts of another EU state.

• They obliged the Central Bank to buy "securities" — bonds no longer deemed secure by
the banks — as so-called toxic assets in the amount of four billion.

• The existing EU provision which enables providing help for member states in case of 
natural disaster has been reinterpreted. The currency crisis was declared a natural disaster,
thus allowing a EU loan of 60 billion. 

Each citizen is bound by law. Each entrepreneur has to fulfil his contracts and to respect 
the law. Each citizen must be able to rely on the EU member state treaties. Heads of states
and governments are also bound by law and must abide by concluded treaties. How should
citizens continue to have faith in institutions, in treaties, in stability criteria, in their elected
representatives, if such representatives ignore those treaties?

In the meantime, the heads of states and governments have not yet reinstated the currently
valid treaties during their meetings about new and allegedly tougher criteria on stability.
They are starving the EU of any chance to automatically reprimand member states failing the
stability criteria. They do not prohibit the European Central Bank from buying toxic bonds.
They take on risk papers from the bank and let the taxpayer shoulder the risk. 

In this way, there is no chance for European citizens to let confidence grow in the treaties
and their currency. The citizens' trust, however, is the most important resource in politics. 
The citizens' confidence in their currency is the most important of all. If confidence is 
lost, no pledges and election campaigns are able to restore it. Confidence is built very slowly.
Strict observation of current treaties and current law is a prerequisite, the basis for new 
confidence. 

The social market economy wants more of a regulatory framework for economic action. Clear
liability rules are an important part of the social market economy. It is not acceptable that

certain banks and their representatives realise and
privatise their profits but are not liable for any losses
but burden the public with them. 

We need clear rules at last, prohibition of short-sell-
ing and a more effective supervision of international
institutions and rating agencies. 

We need to reduce public debt, since financial crises
are always the consequences of over-indebtedness. 

The situation will only improve once confidence 
is restored. Confidence in the markets, but most of
all confidence of the citizens and their economic
partners in their currency and their government. •

Dr. h.c. Erwin Teufel was Minister President of Baden-
Württemberg from 1991-2005, Chairman of the CDU
and a member of the European Constitutional Convent.
For many years, he sat on the EU Committee of Regions
and represented the interests of the German states in
the European Constitutional Convent, convened by the
European Council. 
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In Brussels, they like to run ideas trough the
roost with reliable regularity.  As long as they're
only running them through, they are easy to 

ignore and shrug off. It'll become dangerous as soon
as slogans take shape and transform into concrete 
demands. The president of the commission, José
Manuel Barroso, caused a flurry of excitement when
when he officially demanded that taxes be collected
independently. 
There should be an end to the European Union's 
dependency on the contributions of its members
alone. This way, a supranational body wants not only
to make a fiscal policy of its own but presumably
wants to achieve an economically motivated steering
effect through a fiscal instrument as well. My Ameri-
can friend tears his hair out over this announcement
and loses his composure. He emphatically warns:
“Burn it! Bury it! But never ever give the money to 
the politicians!” •

T here is nothing that can more reliably cause
an instant outcry than an infringement of 
alleged political correctness. The crowd has a

rush of blood to their heads. What happened? In 
one of those countless, never-ending talk shows
about the increase of the Hartz IV payments by 
5 Euros, a person affected raised her voice in the form
of a single mother of four. Sitting on the white sofa,
she indignantly spoke with Swabian accent about 
the injustice, even the impertinence, of the increase
being not considerably higher. She and her children
couldn't live on this, she pointed out. She was well
aware of the outraged support by the presenter; all
the more, as a co-debater, and a brave one, dared to
enter the media minefield by asking about the where-
abouts of the biological father/s. Perhaps society 
has good reason or even the duty to care for such
children. However, acting like that does not restrict
the right of information about the reasons why 
one (or more) father/s absconded and left the fruit 
of their loins to society. Taxpayers are entitled to 
know about it. •

| Notes in the margin |

T here was a joke at the Humboldt University in
East Berlin in the 1970s. What's the difference
between Idealism, Materialism and Marxism-

Leninism? Idealism is, when you look for a black cat
in a completely black room. Materialism is, when you
look for a black cat in a completely black room where
there is no cat. Marxism-Leninism is, when you look
for a black cat in a completely black room where there
is no cat, constantly calling: “Gotcha!” •

T he highly regarded former First Mayor of Ham-
burg, Klaus von Dohnanyi, is a brave European.
Even if sometimes he shakes his head incred-

ulously about the reign of experts in Brussels and its
effects on federal politics. “What makes a European?”
he asks and answers it promptly: “A European is an
American who has not yet dared to enter the vessel.”
Close to a pun, nevertheless, the core message is 
entirely true. Ultimately, the EU member states are not
able to show the courage and authority the U.S. long-
term objective requires from Europe. If, in the future,
legitimation arises more from expert knowledge than
from approval of the European citizens — efficiency
instead of democracy is the common slogan in Brus-
sels — then the rules will change. The abandonment
of authority, demanded time and again, but not eas-
ily granted, transferred to Brussels' centralised power
is met with rejection. The new member states in the
East of the continent have difficulties with it. From
their own constitutional experience, they know all too
well that freedom must diminish to the extent the
state increases in size. Like Dohnanyi, who looks from
his bourgeois city into the world. •

A vague uncertainty is my companion on the
way to Berlin Cathedral. The place, steeped 
in history and full of national emotions, 

at which the VDP (Association of German Certified
Wine Estates) invited to its 100th anniversary. Isn't
that a bit oversized? No, it wasn't. The host, minister
Alexander Hörner, gave a well-tempered welcome 
on the Bible and wine, on respect for creation, on 
the careful handling of the heart, whose first beat in
the womb responds to higher commands than pure 
scientific explainability. And it was Hörner again 
who sent, after the invitation to pray, the several 
100-strong congregation, Germany's elite wine-
growers and friends, into the dazzling feast with the
Lord's blessings. In between, there were inspiring
speeches, self-critical retrospect on the last hundred
years, a theatre performance full of esprit, all guided
by rural Mueller-Thurgau, baroque Pinot noir and
capricious Riesling. And: Beethoven's Ninth. The
strong impression lasts. What would Berlin be without
the country supporting it and its protagonists? •

| Notes in the margin | By Manfred Kurz
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