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Madam Director of the Finnish Institute of International Affairs,  

Mr Director of the Bank of Finland,  

Dr Sirkaa Hämäläinen,  

Mr President of the Royal Academy of Economic and Financial Sciences of Spain, 

Mr Ambassador of Spain,  

Dear colleagues,    

 

The economic situation in Europe began to deteriorate in fall 2007 under the incredulous 

gaze of a continent that had grown used to growth and prosperity. Economic crises had 

hitherto been cyclical and were considered an inevitable mechanism that was part of the 

system. Since the end of the Second World War in Western Europe, and since 1982 in 

Spain (more or less at the same time as other former dictatorships in the Mediterranean), 

countries in the region had been building a welfare state based on rising taxation and a 

social firm conviction that it was necessary to structure solidarity politically.  
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In my opinion, following the traumatic experience of war in the 20th Century (starting with 

the First World War in 1914-18 and the Finnish Civil War in 1918 and ending with the 

Spanish Civil War in 1936-39 and the Second World War in 1941-45, not to mention our 

collective guilt over the war in the Balkans between 1991 and 2001), Europe had made a 

commitment to peace based on reconciliation, détente and bringing nations closer together 

economically and politically. Finland, in enforced neutrality between two large blocks, 

spent almost 100 years on the great task of republican education of its citizens and 

managed to create the best primary education system in the world. Spain, which had taken 

a great leap forward in literacy between 1931 and 1936, wasted later precious time in this 

matter. It still suffers today from backwardness and poor accountability and evaluation of 

its basic general education system. Finland, a sparsely populated country, austere in the 

good sense of the word, has become one of the continent's most prosperous economies. 

Spain developed in the 1960s with three driving forces behind its economy: tourism, 

foreign investment and remittances from emigrants. After it joined the European Union it 

was radically transformed by economic prosperity, managed by a social democratic 

government. 

 

The dream of European federalism, which was unshackled after the fall of the Berlin Wall 

in 1989, was to lead to the miracle, if I may use the expression, of erasing the borders 

between the Mediterranean and the Baltic, between Madrid and Helsinki. The Catalan 

post-Renaixença (revival) movement will always view Finland with admiration, tinged 

with naïveté, due to its emancipation from control by its neighbours, Sweden on the one 

side and Imperial Russia on the other.  

 

However, in recent years, the coming together of these two faraway countries has been 

marred by the sudden realisation of poverty in Spain that had been hidden by a somewhat 

chaotic real estate boom, together with unwise management of sun and sand tourism. 

Meanwhile, in Finland, another kind of poverty suddenly arose from the social exclusion 

of part of the population, which had hitherto gone unnoticed.  

 

Without touching upon the sociological side of these new problems (which create 

misunderstanding and suspicion bordering on contempt or hatred for the other), suffered by 
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all countries in the European Union to a greater or lesser extent, in my view, when 

comparing the Finnish and Spanish economies one cannot avoid stressing the following 

difference. The Nordic country has maintained an Economy of reasonableness (with the 

sense Keynes and Rawls gave to this last word), while Spain has rushed headlong towards 

an Economy on the edge, which can be seen in excessive private-sector debt and the 

appearance of a structural deficit among public authorities.  

 

These countries with two such different situations are today united by a single currency, a 

single passport and a single flag.  

 

Some people argue with a kind of religious dogmatism that the only answer for the present 

time is austerity, seen not as a virtue of a good citizen but rather as making the reduction of 

public expenditure the sole priority, which results in the dismantling of welfare policies.  

 

The diagnosis so widespread and widely accepted being applied by governments and 

apparently imposed by the so-called "markets" with the help of the rating agencies, seems 

to boil down to the accusation of alleged extravagance during the fat years, which can only 

be offset by the strictest of austerity during the lean years. Austerity is no longer being 

seen here as a virtue, as I said before, but rather as a punishment. Other gentler versions 

advocate austerity combined with growth, which as Professor Tugores explains at the 

University of Barcelona and as Mr Honkapohja has stated today could lead us to making 

successful adjustments but failing to bring about economic recovery, which needs to take 

into account not only short term policies but also long term policies.  At the other extreme 

there are those who treat the role of the deficit in boosting the economy as a sacred cow, 

ignoring any precautions to prevent our inexorable slide towards the precipice.  

 

This discussion is ignored by authors who simply advocate restoring business confidence 

in the future and reviving the banking industry. No-one can deny that regaining confidence 

would improve our productive environment and could slow the destruction of employment, 

but I fear this is more hope than expectation, which means we need to look for alternatives. 

That is what I am seeking to do in this brief essay, and I am sure my Finnish and Spanish 

colleagues will correct me if I am wrong.  
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Looking at this at EU level, which is the approach we are taking in today's session, I 

actually believe that trust needs to be restored in relations between European Union 

member states and subnational territories, such as the German länder and Spanish regions. 

Today we are suffering from a build-up of resentment arising from inequality. This may be 

real or imaginary but is felt with such intensity by the public that it shapes social thought. 

At the risk of simplification, those who are or regard themselves as being in the North look 

with suspicion on those who are in the South. There is a whole dance of confusion in 

which multiple "Norths" face off various "Souths". The Union experienced a sudden East-

West conflict when it expanded eastwards and now, at the same time, is suffering from a 

new North-South conflict. None of these confrontations can be ignored. All political and 

economic players must bear them in mind because diseases can only be cured if they are 

treated properly. Ignoring a disease just makes it worse and can be fatal. Today I will 

therefore refer to the concept of confidence or trust only in relation to the coming together 

of peoples, the reconstruction of the European federal spirit, which is what led to the 

creation of the European Communities and those milestones I mentioned at the beginning 

such as the removal of borders and achieving a single currency (with well-known 

exceptions). It is within this framework that trust can only be built on knowledge of one 

another and by intensifying scientific and cultural exchanges as the beginning of an 

increasing flow of relations at all levels. The Union can only be based on trust between its 

members, firstly in terms of national (and regional) units and then, as a corollary, among 

the public. In the words of  Dr Ricardo Díaz-Hochleitner at this rostrum, one hour ago, 

trust among the human beings. 

 

The most optimistic authors' confidence in the future cannot be seen as an objective but 

rather as the result of following a certain path. The first guiding light on this path is the 

creation of certainty. Certainty arises from institutional political stability (the main political 

forces spending alternating terms in power is of course part of this), legal certainty (a 

stable legal system with understandable and lasting European rules), observance of the law 

(doing away with the perception that serious violations go unpunished) and exercising 

respected and respectable regulatory authority over the markets, as an inseparable part of 

European governance.  
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Confidence in oneself and trust in others cannot be merely aspirational. It will be felt 

again, individually and collectively, if reasonable expectations are created as a basis for 

decision-making: 

 

(i)   In order for the capital markets to develop, profits earned from production must be 

more than just a chimera. They must not be affected by the instability of the general 

political and economic framework. Reasonable business plans (and the adjective here 

is very important) must have some possibility of being carried out.  

 

(ii)  The labour market must be strengthened by reviving the culture of hard work and the 

conviction that a combination of merit and ability will give you sufficiently high 

earnings for a decent life over a foreseeable time horizon.  

 

(iii)  Maintaining and strengthening the three main pillars of welfare policies: universal 

education, which is essentially state-run and fundamentally free of charge, up to 16 

years of age; healthcare focusing on curing diseases that is affordable to everyone 

without exception; and looking after those on the most deprived fringes of society 

who cannot care for themselves.  

 

Unfortunately, in many States in the Union, not just in the Mediterranean Arc, today we 

lack grounds for having faith in reasonable future expectations. This is discouraging and 

therefore prevents us from escaping the vicious circle of a slowdown or stoppage of 

business activity, the sole source of wealth creation and progress, both of which are 

requirements for maintaining the level of employment and welfare policies.  

 

Today, in many parts of the world, countries' governments are being seriously called into 

question, especially those stained with corruption. That certainly is not the case for 

Finland, one of the most honest and open countries, but it is in many others inside and 

outside the European Union. The examples are so well-known that there is no need to 

specifically mention any of the scandals that have discredited the noble and necessary art 

of politics. We urgently need to simplify our systems of representation in government. 

Elected officials and members of the executive must conduct themselves in an exemplary 
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manner. We need to do away with duplicity and bring the practice of government closer to 

the public (which will probably require making it easier to move between a career in 

politics and working in private and public industry). 

 

I think that we, the citizens of the Union, should be able to leave the small local, regional 

or national redoubts we take refuge in and fully share the federal expanse of the continent 

in order to support the existence of a strong federal power, legitimised by direct elections 

and balanced by a parliament rooted in the social conscience.  

 

Appealing to the invisible hand of the market as the only way to bring vitality back to the 

economy (or free the economy from its connection to politics) is one of the new early-21st 

century myths, which in my view should be severely criticised. It is my opinion that 

economics without politics is a jungle, the law of the strongest, while politics without 

philosophy ends up creating a vacuum of amorality. So allow me to mention the main 

policies and the main source of inspiration behind these policies, which may contribute to 

reviving our economic development.  

 

We need a real industrial policy in the broadest sense of the word industry, meaning truly 

productive activities. Industrial policy can only work if it is based on European guidelines, 

if it is defended within a global context, and if it is sufficiently realised in regions and 

cities.  

 

The capital markets need to be relaunched so as to encourage investment, develop seed 

capital and venture capital, restore the prestige of stock markets, protecting them against 

large speculative moves and reducing companies' dependence on the banking system.  

 

The existence of a single European economic area must be given practical effect. We need 

to encourage geographic mobility of people for their work and professional lives still 

further. This could be done, among other ways, by finally adopting English as the lingua 

franca, by countries in the south moving closer to the working timetables they used to 

follow to enable them to converge with the rest of Europe and promoting the rental 

housing market to break the chains of bank debt used to acquire hard-to-sell property. I am 
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fully aware of the need and the difficulties for cultural change to make these measures 

possible, but I do not think there is any doubt about the absolute need for them.  

 

Moreover, cultural change is a natural consequence of constructing what we could call the 

European republic. Just like the building of modern Finland or the building of modern 

Spain, which was a late arrival to modernity because Spain found it far harder than Finland 

to resolve its internal conflict between two opposing souls, this republic arises from 

education seen as the backbone of a good society. Education must not be reduced simply to 

supposed neutrality, but rather contribute to releasing people's spirits, encouraging 

freedom, spreading shared ethical values, which rise above religious communitarianism 

that excludes others, and active citizenship arising from fulfilling duties and respecting 

rights, in the wake of case law laid down in the Council of Europe.  

 

European education will give rise to European citizenship, which will cease to be an 

abstract value or one reserved for intellectual elites and become an experienced reality. No 

European economic development is possible without overcoming nationalisms.  

 

A Europe that is internally strong will be a Europe that is decisive in the international 

world, a power capable of balancing the benefits and damage caused by globalisation. A 

single voice must be able to speak on behalf of Europe, as Mr Alexander Stubb has 

suggested this morning here. The federal government must oversee the spread of the 

culture of human rights; the Euro's correct position in relation to other currencies; 

contribute to proper operation of the market, which means enforcing international laws, 

and managing the European debt that will replace national debt within the framework of a 

clever political economy.  

 

Ladies and gentlemen,  

 

Believe me when I say that my recipe for Europe can be summarised as the advice that we 

should all, as a continent, as a Union,  follow the good country-building practices set out in 

the Republic of Finland, the country hosting today this academic session. Finland, a nation 
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where for more than thirty years I have had and I still have very good friends and where, in 

spite of the freezing temperature outside, I have felt always at home.  

 

 

 

 

 

 


