Workshop - Concept
(2h 50min)
What is Austerity and
why is it a bad idea?

stopausterity.eu

#StopAusterity

facebook.com/stopausterity.eu

Workshop: What is Austerity and
why is it a bad idea?
Goals:
• Critically discuss the economic rationale behind Austerity
• Analysing effects of the politics of Austerity
• Exploring alternatives to Austerity
Group: Age 16+
Material: min. 10 papers of flip chart or similar large-size paper, marker, Post-its, coloured paper, scissors, glue, printed appendix
Duration: 2h 50min
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WHAT?

HOW?

Introduction – what do we
mean by Austerity?

Brainstorming Austerity

NOTE!

TIME
5 min

Everyone is asked to take a post-it and write down one keyword that comes
to their mind in relation to Austerity.
Then everyone quickly reads out their word and puts it down on a bigger
poster on the flipchart.
The facilitator reads out the most common ones in the end and shows a flipchart which says:
Austerity = the ‘common sense’ on how to pay for the massive increase in public
debt caused by the financial crisis by cutting state spending
(definition based on Economist Mark Blyth)

The facilitator highlights ‘common sense’, ‘public debt’, ‘financial crisis’ and
‘cutting state spending‘. These four terms will be explored further in the
workshop.
How did we get here?

Timeline of the financial crisis

35 min

The facilitator gives participants a bunch of papers, each with one of the
events that led up to the financial crisis and that happened afterwards.
The facilitator visualizes a timeline from 2000 – 2016 on the floor.
The papers with events are mixed up on the floor.
Participants have to try to bring them into order of time.
Then the facilitator tells the story again – of how previous reforms and developments led the way to the crisis, how the crisis unfolded and private debt
was made public.
See appendix 1.
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WHAT?

HOW?

What is the idea behind Austerity?

The group is split up in two.

NOTE!

TIME
30 min

Each group receives one of these graphics (either printed out or drawn on a
flipchartpaper):

They receive 15 minutes to discuss them in their group.
Then they get 10 minutes each to explain them to each other.
See appendix 2.
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WHAT?

HOW?

NOTE!

TIME

In Detail: Social and economic
effects of Austerity

Visualizing the consequences of the cuts in state spending

Make sure you have prepared
the material for visualizing the
consequences: Provide them with
as much as possible – coloured
paper, post-its, scissors, glue, …

40 min

The group is split into 4 smaller groups.
First task: - 15 min
Each group receives a small note on 4 key effects of Austerity.
Then they get 15 minutes to visualize this on a “Book of Austerity Effects”
(consisting of glued-together flipchart-papers on the floor).
Guidelines:
• Draw
• Create info boxes
• NO long text
Second task: - 15min
Now each group receives a more specific example of Austerity policy in a
specific country (Employment policy in Portugal, health policy in Greece, Tax
policy in the UK, Education policy in Spain). They are asked to read them through and add the information to their previous visualization of the general
effects of austerity. For example, they could draw country flags and create a
small info box.
Key notes and country examples to be found in the appendix 3&4.
In the end, each group quickly explains their visualized part. – 10 min.

Why is it common sense?

Panel Discussion
The facilitator asks participants questions in plenary.
The aim is to reflect on why Austerity is still a popular idea, despite its negative social and economic consequences.  
The following questions can be used as guidance:
Why do you think is it easier to cut government services than raising taxes or
taking up more public debt to invest?

(Political elites, business interests, class politics, …)

Who has been important in promoting Austerity?
(EU, Germany, IMF, …)

What is the role of ideology in promoting Austerity?

(How do you think has neoliberalism influenced the discourse on Austerity?)
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Content note – Austerity and
10 min
class conflict:
Austerity is not felt the same
across the income distribution
– government services are more
used by the poor.
Austerity leaves us in a cycle –
those at the bottom end of the income distribution end up paying
for the top end.

WHAT?

HOW?

Alternatives to Austerity

Trade of ideas

NOTE!

TIME

Hereby it is important to empha- 30 min
size that austerity is part of a
bigger discussion on the way we
Every participant gets one short description of a policy which presents an
see economic growth, and the
alternative to Austerity.  
role for the state and the private
They take 5 minutes to read it for themselves and ask questions if they don’t sector. Thus policy alternatives go
beyond crisis management, and
understand.
seek to transform the system in
Then they all get to walk around in the room and discuss their proposals with several aspects.
each other.
This is a rather complicated
discussion. If you want to read a
When they like each other’s proposals, they exchange the papers and go on
bit more before facilitating it, you
to explain their new proposal to someone else.
can check out these pages:
You can also allow them to come up with their own proposals and add them
to the discussion, if they would like to add one.
http://www.solvingthecrisis.eu/
This goes on for about 20 minutes. Then all the proposals are collected on a
flipchart-paper.

http://www.bath.ac.uk/ipr/pdf/
policy-briefs/alternatives-to-austerity.pdf

Alternatives: Appendix 5.
Closing

The facilitator rounds up the discussions and thanks participants for taking
part.
Handing out feedback sheets is a great idea.
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5 min

Appendix 1: Financial Crisis Timeline
1970s-2000s

Deregulation of capital markets

Gradual reduction of legal ruling of global financial markets, increasing the scope of actions
of financial actors like banks, investment fonds, insurances, etc.

2000s

“Financialization”

Increasing speculation in the financial sector on private debt and loans, such as mortgages.

2000s

Rising inequality

The gap between the rich and poor has widened over the past 30 years, resulting in a shrinking consumption by the base, while the wealthy invest their assets in speculation.

2005-2008

Growing private debt: Growth strategies before
the crisis were mainly built on growing private
debt.

These included housing bubbles in Spain, Ireland and the US, excessive state spending in
Greece and abnormally large financial sectors in the UK, Cyprus and the US. Slowly, Investors started to realize that the private debt was too large and many people were not able to
pay them back. Everyone tried to sell their speculative assets, which lead to a fall in prices
and caused the markets to panic. This resulted in the outbreak of the crisis.

2007-2008

Banks (at risk of) failing

Banks were faced with refinancing difficulties because the values of many financial products
had declined rapidly. Many loans were not able to paid back anymore, leading to more
losses on banks side. Some banks, like the infamous Lehman Brothers in 2008, announced
full bankruptcy

2008-2009

Bank bailouts with public money

Arguing that banks were “too big to fail”, many governments decided to provide money
for the banks to ensure that the financial system would not collapse and the banks would
remain capable of acting.

2008-2009

Increase of public debt

Bank bailouts and ongoing support for weak banks led to an increase in public debt by 670
billion Euros in Europe.

2009

Greece’s budget deficit becomes public

Greece announces that their public budget deficit is double what was previously thought

2010 - today

State debt crisis

What was previously discussed as a financial crisis caused by the financial sector, turned
into a discussion of a “state debt crisis”. Excessive state spending is seen as the main reason
of the economic crisis, which supports the conclusion of austerity – cutting state spending
and decreasing the role of the state is supposed to lead out of the crisis.

2010

Austerity measures are adopted: Greece, Ireland, Portugal and others are bailed out

In a move that signals the start of the Eurozone crisis, Greece is bailed out by the EU, European Central Bank and IMF for the first time, after Eurozone finance ministers agree loans
worth €110bn. This intensifies the austerity programme in the country, and sends hundreds
of thousands of protesters to the streets. Similar bailouts accompanied by Austerity programmes follow in Ireland and Portugal.

2010 - today

Rising unemployment, poverty and inequality &
stagnating economy

2013 - today

More bailout & Austerity packages

The countries do not seem to recover from the crisis, instead the crisis deepens. As countries
like Greece need more money, more Austerity is prescribed.
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Appendix 2: Infographics of Theory and Reality of Austerity Policy
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Appendix 3: Examples of Austerity policy
Example 1: Health policy in Greece
In Greece public health expenditure 2009-2013 was reduced by 5.3 billion, a reduction of 32%. Austerity measures included the closing of health centers, reductions of hospital budgets by up to 50%, reductions of staff and increases in prescription charges. 2.5 million Greeks were suddenly without free access to
the health system, which was guaranteed only up to one year after the job loss by a newly introduced law. Many people also could not afford health insurance,
insurance coverage rates fell from 100% to only 86% of the Greek population. This health crisis showed fatal consequences: Life expectancy fell from 81 to 78
years in the course of the crisis. Suicide rates increased from 2010 to 2011 by 40% and also HIV infections among drug addicts tripled.
Example 2: Tax policy in the UK
In the UK, the tax system was reformed under austerity. VAT was raised from 17.5 to 20% and taxes on alcohol, tobacco and fuel were increased as well. The
so-called „Bedroom Tax“ was introduced, a tax on empty rooms, which has been criticized as being particularly harmful for people with disabilities. At the other
end of the income distribution, the tax for the highest incomes of 50% was reduced to 45% in 2013. Corporate taxes were also gradually lowered from 30% in
2008 to 20% in 2016. This contributed to an increase in income and wealth inequality.
Example 3: Education policy in Spain
The education sector was severely affected by cuts in Spain. The budget was reduced by 20% (570 million) from 2011 to 2014. The allowances for students from
poor and disadvantaged families have been reduced from 169 to 5.2 million. Likewise, subsidies for textbooks have been removed and libraries closed. Moreover, class sizes were increased by 10% while teaching staff has been reduced and hours increased of those teachers remaining. In the meanwhile, private
schools were promoted and many teachers switched to those.
Example 4: Employment policy in Portugal
In Portugal lost civil servants, of which 56% are women, in the years of the crisis 20-30% of their income. This is a result of wage cuts, longer working hours, lower overtime payments and tax reforms. In addition, less public settings have been made, so that the sector has been reduced. Not only in the public sector, but
also in the private sector employment reforms were carried out: The employment protection law was deregulated and processes of collective bargaining reformed, which resulted in a weakening of the position of workers. The current government, however, has set itself the goal of reversing the austerity reforms.
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Appendix 4: Consequences of Austerity
1. Rising unemployment
The crisis and the following politics of Austerity led to increases in unemployment levels all over Europe. In the Euro Area it rose from 7.6% in 2008 to 12% in
2013.  Especially in those countries where Austerity measures were particularly strict, unemployment more than doubled. For example, in Spain it increased
from 11.3% in 2008 to 26.1% in 2013. In Greece it increased even more: While in 2008 it was at 7.6%, it stood at 27.5% in 2013.
Especially young people were hit badly by the increases in unemployment. It increased from 12.5% in 2008 to 20.3% in 2013. They are the ones who also suffer
most from the long-term consequences of Austerity policy, such as a more deregulated labour market which is supposed to stimulate growth but worsens the
position of workers.
2. Rising inequality
Inequality increased by more from 2007-2010 than in the previous twelve years.
The crisis led to lower incomes for the majority of workers which meant that households had fewer resources. This was not a purely natural result of the crisis,
austerity policy also included encouraging wage cuts. Another popular austerity policy, cutting welfare state spending, also meant that its capacity to mitigate
income inequality by providing financial support and social services became weaker. It is also important to note that decreasing benefit levels usually hits the
most vulnerable the most, especially women and children who are more dependent on them. Overall, austerity results in the poor becoming poorer and allows
the rich to accumulate more wealth by promoting less market regulation and taxes.
3. Increasing poverty and social exclusion
1 in 5 people in the EU were at risk of poverty or social exclusion in 2008 (23.7%). After the crisis set in and countries started to implement Austerity measures,
the rates were higher: In 2013, it was nearly 1 in 4 people (24.5%), which accounts for 122.8 Million people. The groups hit the hardest by austerity policy are
migrants, young people and lone parents. Amongst them, poverty and social exclusion increased significantly more than for the rest of society. In countries with
severe Austerity measures, poverty increased most rapidly: 7.6% in Greece, 5.8% in Ireland and 3.8% in Spain.
4. Economic stagnation
While Austerity is supposed to increase economic growth in theory, reality has proven that most of the time the opposite is the case. Research has found that
cutting expenditure that accounts for 1% of GDP, leads to a loss of 4% of economic growth over 5 years. Cutting state spending thus results in long-term damage
to the economy. When both households and the state start to cut spending and consumption, the economic situation gets even worse.
Furthermore, public debt hardly declined through Austerity politics and in many cases even increased, for example in the UK. This has led to the acknowledgement by parts of the EU and IMF that stimulation for the economy, in other words increasing government spending rather than decreasing it, is better for
economic growth than Austerity.

9/10

Appendix 5: Alternatives to Austerity

•

Investment strategy: Government investment targeted at weak sectors stimulates growth which will lead to a natural decrease of debt. Investments in social sectors such as research and education are also very important for long-term sustainable growth. Rather than cutting government spending, the market
must be coordinated and stimulated by the state who must invest in society at the same time.

•

Coordinating economic policy: A common, socially compatible economic policy for the Eurozone is needed. The implementation of a democratic and European economic fund is long overdue. Its aims should be to coordinate monetary and fiscal policies in the interests of humans instead of corporations and
banks, to remove imbalances and ensure a fairer distribution in Europe. Therefore, more people will benefit from prosperity.

•

Rebuilding the banking system: Banks must be brought into service of the people again. For this reason, commercial and investment sectors have to be
separated. This enables banks to fulfil their main task again – collecting deposits and granting credits. If banks work badly, they have to be able to go bankrupt in an organized way so a bailout paid for by the public will not become necessary.

•

Introducing Eurobonds: Introducing Eurobonds means that Eurozone countries issue joint bonds for government financing and are also jointly liable. As
a result, interest rates on government bonds will decrease and government financing as well as financing public projects will be facilitated. Joint liability
strengthens the position vis-à-vis financial markets and takes the rating agencies’ influence away.

•

Regulating financial markets: Clear regulations for financial markets are needed in order to reduce the enormous complexity. Thus, financial products and
business models which endanger the stability of the financial system have to be controlled or forbidden. The financial system has to be brought into service
of the real economy again.

•

Introducing a financial transaction tax: A financial transaction tax adds a percentage surcharge to every purchase and sale on the financial market. Shortterm and speculative trading on financial markets therefore becomes unattractive. This leads to more investments in the real economy and therefore to
higher employment and additional revenues for the states.

•

Enforcing fair distribution: Fair distribution means to redirect capital from the financial capitalism to the real economy. This ensures the financing of public
goods from education to health care. The people therefore can share in the surplus value they, ultimately, produce themselves.

•

New social contract: We must restructure our society and economy and create a new social contract, which provides security for all; invests in everyone’s
capabilities and provides decent jobs; and supports local communities. The market must be the servant of society again, not the master.
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