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Abstract

The European crisis has triggered a series of economic, political and
social consequences in the European Union, particularly for the
euro zone member states and this has generated a public discussion
about the pertinence of a single currency. This paper presents some of
the social, political and economic consequences. One of the main
consequences of the crisis in peripheral countries is  higher
unemployment. The political reconfiguration at the national-level in
some European countries is presented. The pressures on labor
markets are high and there is a reconfiguration in the immigration and
emigration in Europe.
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1. INTRODUCTION

The economic, political and social consequenceghef crises have
been present in most member states but paatigulin peripheral countries
such as Greece, Ireland, Portugal and Spain. Arease in public debts, a
boost in the risk premium, high unemployment, pcdit instability and a
change in migration patterns are among the ohgdle that peripheral euro
zone member states are facing.

The European economic governance has failedfind prompt
and adequate solutions in the wake of the econamiges. Diverse instruments
and mechanism have been setup to reduce the negeffiects and help the
countries in need. The economic consequenees widespread and the
bailouts have



assisted in stabilizing some financial systelmst have failed to thwart
the economic downturn.

This paper analyzes the main economic, palitiand social
consequences of the crises in peripheral countyeesmphasizing some of the
internal and external issues as well as the sy$téinres that were present and
released a spillover effect. The governments ofséheountries and their
citizens are suffering the ample consequenoésthe crises and are, in
some cases, frustrated by the slow and inadegesi@onse by international
and European institutions.

2. MAIN ECONOMIC CONSEQUENCES OF THE
EUROPEAN CRISIS

The European Union (EU) is facing one of the stoeconomic
crises over the past 60 years of historye Tdurrent crisis has placed the
EU in avulnerable position to internationahvestors and demonstrated
the system failures of an incomplete Monetary ddni The European
economic governance has been seriously questiooedtsf lack of reaction
towards recent problems.

The current crisis is the product of two crisdéise financial crisis
that began in September 2008 with the Lehman Herst bankruptcy in the
United States (US) which rapidly spread to the mektthe world, and the
sovereign debt crisis that initiated in Octob@009 when the former
Greek Prime Minister Georgios Papandreou stdted the Greek public
deficit was higher than what had been announcedntimso before by the
previous prime minister. The 2009-

2012 period has been catastrophic for the iBUgeneral, but mainly for
the peripheral countries because they have fatieman economic downturn.

The launch of the euro impacted on the risk assediavith each of
the countries belonging to the euro area, ftere was a convergence in
the risk premium among all members of the Economonetary Union
(EMU). In order to enter the EMU, euro area membweage to pass economic
tests, in addition to the Stability and Growth P@8GP) restricted public
deficits, but the different characteristics of theonomies of the euro-zone do
not correspond to the same risk.

Interest rates on bonds of euro zone governmemsverged from
1995 t01999. Since 1999, the risk associated whit honds of euro zone
governments was practically the same. The facha &lthough 12 countries
share the same currency, their economies donecessarily have the same
conditions. There were economies like Germany &imand with high
competitiveness, which contrasted to others likegBe and Spain with low
competitiveness.

In the late 2008, the credit fell and investors edleied very closely
the public finances of governments. From 20@8e risk premium
increased for peripheral countries like Greecelahd, Portugal and to a
lesser extent, Italy and Spain, but in summer 0f20the risk premium of
the latter countries reached record levels. Theopgean Central Bank
(ECB)'s decision to buy an unlimited



debt in the secondary market in September of 2042 Helped to reduce the
risk premium of the peripheral countries of theceaone, so that for the first
quarter of 2013, there has been a significant deseren the risk premium.

The economies of Ireland and Spain haveadirebeen bailed out
in order to stabilize their financial systemsn the case of Spain
specifically its "Cajas", while the bailouts Breece and Portugal have
been implemented to generate  solvency, cale  these  economies
did not have enough liquidity to cover tpayment of short-term
bonds. In all four cases the bailouts were implaednafter a significant
increase in the risk premium.

Before the financial crisis broke, the euro zoneneeny was growing
around 2% per year. However, in 2009 there was ap df the economic
activity of 4% (Figure 1). Figure 1 shows theoeomic growth in the
euro zone and forecasts for 2013. This figlltastrates how after the
fall in the economic activity of 2009, there svanother with a lesser
extent in 2012, the latter as a result of the seiger debt crisis in peripheral
countries. According to the International Monetafund, the forecast of
economic growth for the euro zone in the comingryesill be below 1.5%.
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Figurel. Economic growth in the euro zone and fasex from 2013 to
2016
Source: International Monetary Fund, World Economic Outlook Database,
April
2013.

Some experts have mentioned that economic crisithéneuro zone
is a result of high spending in recent years. Hawvewhen comparing debt
(% GDP) in the euro zone with the US, from 2002888 the euro zone debt
has remained stable (Figure 2). The increase int,dab a result of the
financial crisis in late
2008, has been lower in the euro zone than in tBe &b that argument is
not entirely valid.
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Figure 2. Government debt (% GDP) in the US andEBhbeo

area

Source: International Monetary Fund, World Economic Outlook Database,
April

2013.

Public debt in the euro area members varies coratitie to euro zone
average. Figure 3 shows the public debt (% GDPyoofie euro zone members.
Countries like Greece and Italy have owed publibtdeith values close to
100% (% GDP), since 2000 while other countries iguFe 3 have had
values close to
60% until 2008. With the financial crisisnast all countries increased
their public debt, however, countries like €ge, Ireland, Spain and
Portugal had sharp increases. The sovereight geoblem is not that
the euro zone has overspent, but some periphesahtries recorded
increases in public debt.

The US is not exempted of some states spending rmfwaa the
average. However, the difference from the EUhiat tthere is an adjustment
mechanism that serves the states with economidlesu whereas in the EU
there is no such mechanism. The US has a amed budget that is
more than 20% of its economy, while the EU'sIget is 1% (fiscal policy
remains at national level). Although the Europedabflity Mechanism (ESM)
was created, it cannot be compared to the adjustmechanisms that exist in
the US.
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Figure 3. Government debt (% GDP) of some Euro area

countries
Source: International Monetary Fund, World Economic Outlook Database,
April
2013.

The impact of the sovereign debt crisis has hitogaan countries
differently. On the issue of unemployment is whéhe greatest differences
were noticed in the euro zone, because labor markethe euro zone have
different degrees of flexibility (Bernal-VerdugoFurceri & Guillaume,
2012). Figure 4 shows that Spain and Greece figid tmemployment rates
in 2012, with levels close to 25%, while Germanyd fean unemployment rate
very close to 5%. Figure
4 also shows that from 2008 there has been a sulatancrease in the
unemployment rate in countries like Spainre€ge and Portugal, while
in Germany the unemployment rate decreased.
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Figure 4. Unemployment rate of some Euro area
countries
Source: International Monetary Fund, World Economic Outlook Database, April

2013.

Table 1 shows the current and projected uneynpdmt rates in
2013 and 2014. The euro area will have an incrémgbe unemployment rate
in 2014, but other countries will have a refion from -0.87 (United
States) to -0.04 (Japan). Therefore, in 2014uthemployment will remain a
great issue across Europe.
Table 1. Unemployment rates

Country / Date| Current (May 2013) Projected (Q4 2014) Change (points
United States 7.60 6.73 -0.87
Canada 7.10 6.71 -0.39
OECD 8.01 7.85 -0.16
Japan 4.10 4.06 -0.04
Euro area 12.20 12.26 0.06
Source: OECD Short-Term Labor Market Satistics

(http://dx.doi.org/10.1787/Ifs- Ims-data-en) and OECD Economic Outlook
Databases (http://dx.doi.org/10.1787/eo-data-en).

The underlying problem in the euro zone is the cetitipe gap among
member states. Figure 5 shows that Unit Labor C@3t<C) vary significantly
in the euro area because while in Germatlye ULC have been
decreasing considerably in the last decade hencenting one of the most
competitive countries, in Spain, Greece, Irelandl dtaly their ULC have
increased in the last decade. Since 2009, mosttGesinin Figure 5 show a
significant reduction of



ULC. The difference in the competitiveness of eusoea countries is
significant, and it is one of the variables thaplein the vulnerability in that
area.

Although members of the euro zone share $aene currency,
the economic and financial results are differerdo that the financial
problem of a small country affects the entire eaome, while in the US,
financial problems or competitiveness gap in thetest has no effect on the
whole country because there is an adjustment méahammn a centralized
budget, which is much greater than in the EU.
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Figure 5. Unit Labor Costs (nominal) of some eureaacountries
Source: AMECO Database, European Commission

The issue of moral hazard has been mentioned ibaHeuts that have
occurred in the euro zone (Jones (2010); ®auwe, 2011b). Countries
that provide money for bailouts, like Germartyave no incentive to grant
money, because it creates the risk of generatirtydedavior in countries that
receive the money. The outcome shows that ethé&s moral hazard:
solidarity is more complicated when the FedertdtéS does not have a
centralized budget. Gros & Mayer (2010) suggestdfeation of the European
Monetary Fund, as a measure to bail out Europeamtdes. Others authors
have highlighted that Europe needs some kind Rilitical Union (De
Grauwe, 201l1la) and the joint issue of Eurason

The response of the European institutions hasedgadver time and
has been differentiated. On the one hand, the BG@emented programs to
provide liquidity and to reduce the interest ratenf the beginning of the
financial crisis. When the sovereign debt seriddegan, the ECB bought
government bonds to reduce risk premium, wherga September of 2012
the president of the ECB



bought the debt without limit, reducing the riskeprium. On the other hand,
the institutional response to stop public delds the Treaty on Stability,
Coordination and Governance, which further resrithe range of public
deficit of the euro zone countries.

Since 2010, the Troika (the ECB, the European Casion and the
International Monetary Fund (IMF) insisted in implenting austerity policies
to the bailed out countries, however there was angh of discourse where
austerity measures were requested for longer peréaodl with flexibility. The
serious economic problems of Spain and Greece kaused a relaxation of
the Troika in the pursuit of austerity.

3. POLITICAL CONSEQUENCES OF THE EUROPEAN
CRISIS

The citizens of the EU have suffered the consegeengenerated
from the global financial crisis (US), the bamk crisis (Ireland), and the
sovereign debt crisis (Greece), among others. Témnamic and political
decisions taken by government officials have hagadrtant repercussions in
the quality of their life style. Citizens and pdalians protested against the
austerity measures and as consequence, in somériesurtheir heads of state
or government had to resign.

The economic crisis has unleashed many debatedhi@natademic
world but few have discussed about the politicahssmuences at the internal
and international level. In particular, we briefanalyze in this section what
happened in Portugal, Ireland, Greece, Italy &uamania to highlight the
impact on the internal policy of the aforementidnevents.

Since the beginning of the crisis the Portuguesevegiment had
stated that they would not resort to a EHildut. In March 2010, the
Portuguese Parliament approved the first SGP theluded a reduction in
social spending, an increase in taxes for the thgaland privatization of
public companies, among others. Two months ldateg, Prime Minister of
Portugal, Jose Socrates, was able to overcome nauee motion presented
by the Marxist left politicians for his
crisis measures. In March T{‘l 2011, he presented hi§h4austerity plan that
was
rejected by the opposition and provoked the regigna of his
government.

While still in function, in April 2011, JoseéSocrates requested
the activation of a EU bailout, and formally beg@nnegotiate with the IMF

and the EU. On May ther%, the Portuguese Prime Minister announced that
the IMF-EU bailout rose up to €78 billion for thrgears. Nevertheless, the
political tensions

generated by the crisis became an insuperable aéstéor Socrates’
government. The Portuguese crisis broke off the blefpre the approval of
the new Financial Stability Mechanisms in the enooe.

In 2008, the fiscal banking crisis affected Irelar8rian Cowen’s
management as first Prime Minister of theshir Republic coincided with
the financial and banking crisis of his country.eTgovernment tried by all
means to avoid asking for external aid. Th&oezone members offered
financial aid,



however Cowen wanted to avoid a reform package Wighcreditors, which
was a requisite associated to the bailout mecharégproved by the EU.
Cowen had to abandon his, first position due to fer of the aid-associated
demands. On November Q% 2010, the by then Prime Minister of Ireland
announced that the government had to increase tamdslower expense to
admissible levels.

Ireland had to be bailed out on November 2010 forb8lion euros
by the IMF and the EU in order to underpin its hiagk sector. After
accepting the IMF-EU bailout, the Irish governmesank, leaving the Prime
Minister's position unsustainable. According ta_ poll in Ireland, the
bailout reached historical minimums with only é%f satisfaction to the
government’'s performance. To the Irish people, #dobt means national
humiliation, betrayal and to surrender their
autonomy to the European Commission, the ECB #ra IMF. Hence,
Cowen turned in his resignation and called snaptieles.

In April 2010, the then Prime Minister of Greece,edggios
Papandreou, heir to a political dynasty, soughtpsup from his European
partners to reduce an inherited debt. Duritige crisis, Brussels fiercely
pushed the Greek government to approve theodtaitleal. The Greek
people, outraged by cuts and austerity measuregegied in the streets and
organized general strikes. The first bailout was ermugh so a second bailout
was necessary.

In this precise context, Papandreou expressedniemtion to hold a
referendum on the European bailout plan and the Imeeship of Greece in the
Eurozone. The Greek Prime Minister was confideat the vote would confirm
Greece as a member of the EU.

The internal and external reaction was immediateP&pandreou’s
announcement; it generated a market panic as wednger from its European
partners. Particularly, Germany and France pushedGreek Prime Minister
to return to the original plans of the bailout. &lg, Georgios Papandreou
backed off to the international pressure. Thidufa and abandonment of
his initiative forced him to resign to reach anemgnent to form a new unity
government in Greece.

In 2011, the Italian economy had been growing &¢@.and public

debt rose above 120% of GBPIn November 2011, the then Prime Minister
of Italy, Silvio Berlusconi, immersed in lawsuifer fraud and sex scandals
resigned as

Prime Minister of Italy after the EU and the magkdbrced him to resign in

order to support the Italian crisis in return. éed, the European crisis had
achieved what the Italian liberal parties hiaded to accomplish: to end
the reign of Berlusconi on the Italian politicadene.

Having lost the parliamentary majority, Berluscoannounced he
would resign his position after the budgets witle #djustments required by
Brussels for
2012 were approved. No doubt the strong actionhef president of Italy,
Giorgio
Napolitano, had achieved what seemed isipless to many: to speed
up

1 http://www.thejournal.ie/cowen-insists-i-will-ledfHinto-next-election-2010-12/
2 Eurostat. Available at:
http://epp.eurostat.ec.europa.eu/tgm/table.do?#dibekinit=1&language=en
&pcode=tsdd e410&plugin=1



Berlusconi's exit of power. Until the end,(ftea 17 years in Italian
politics, Berlusconi kept the tension in a countmhere the economic and
political times are difficult.

The crisis strongly affected Romania, whichguested a loan of
20 billion euros to the ECB, IMF and EU. The adjusht measures applied by
the Romanian Prime Minister, Emil Boc, included:remluce by a quarter the
salaries of civil servants and to raise VAdmong others. These measures
were well received by the EU and the IMF, but stly rejected by the
Romanians. Consequently, Emil Boc resigned to thesprotests that rejected
the austerity measures backed by the Internatibfaietary Fund.

The internal and external pressures have creatediotes in the
political level, mainly in European governmentsdasome of them have not
resisted the attack. The situation is critical attd forced departure of
governments has failed to reduce the effects ofBhmpean crisis. In some
cases, it has had the opposite effect than thecéegheand has worsened the
political crisis. Undoubtedly, the European cribias shown the fragility of the
system and has claimed victims in its wake, ovestling governments.

With the looming threat of contagion and the uraiety of the euro,
European leaders decided to bailout the indebtedntces like Greece.
Countries like Germany initially disagreed with ethEurozone members with
regard to the collective rescue of Greece. Gernmgmmpgsition was simple: to
exclude from the Eurozone those countries, whichrdit respect the rules and
threaten the euro. However, the European Casion along with
countries such as France pressured the Ger@laancellor to reach an
agreement. Later, France and Germany agreedlaa to bailout Greece
with the IMF and the Eurozone countries.

The crisis revealed shortcomings in the functionofgthe Eurozone:
The level of political and economic integratioto support the euro is
insufficient; there is lack of cooperation among thembers of the euro zone; a
tool to appropriately manage any crises was nostent; there was a lack of
control and supervision of the European Cossion on the Public
Accounts member countries.

At the European Council in 2011, the 17 rhems of the
Eurozone, along with the countries, which aspiredoin the EU, agreed to
sign a new treaty that would put strict limits opeading and government
borrowing with penalties for those governments thialated the limits. The
other members of the EU were prepared to join treaty, subject to
parliamentary vote, except_for the UK.

The Euro group% role as coordinator and European economic
governance body has become more important sincé&tinepean crisis broke
off. The Troika has imposed austerity measurés the bailed out
governments; its mission is to monitor thdulfilment of the
program according to its commitments. Bahtors play an important
role in decision-making bodies,

3 Meeting of the finance ministers of the EU: The EBResident, Economic ardonetary
Affairs Commissioner and the Chairman of the Ewoog Working Group.



control and monitoring of the agreements reachedhatrespectivebailouts
environment requested by the European governments.

In the European political scene, substantihanges can be
observed before and after the European crisihe European political
reconfiguration is partly explained by the chesgthat arose as a result of
internal and external political pressures. Sormeegnments were overthrown
by strikes and protests, others lost the suppotheifr coalition governments,
and some succumbed to external political pressures.

4. CRISIS, UNEMPLOYMENT AND IMMIGRANT
WORKERS

International migration is a global phenomenon tkgatgrowing in
complexity, effect, and scope, and Europe is n@pton. Most economies in
the world are simultaneously countries  obrigin, transit and
destination, for thousands of international raigs. Traditional immigration
patterns are fuelled by changing demographic, ecaropolitical and social
conditions (Ratha, Mohapatra and Silwai, 2010). sehpatterns affect the size
and structure of immigrant population as well a<ieties, markets and
economies in countries of origin and destinatiomdAEurope has been a key
part of these dynamics.

The global financial crisis at the end &008 severely
disrupted economic growth and caused significathiagds affecting migration
patterns worldwide. According to the Internationélabor Organization
(Awad, 2009), the current crisis will cost 20 noli jobs worldwide, forcing
individual migrants to go back home and discourggirthose potential
migrants. Under this panorama, labor markers &®ekving an increasingly
job competition between natives and migrants.

The current context observes a world economglowly

recovering, fostered mainly by developing amgimerging economies
performance (Martin,
2009). Most developed countries are still striggl and there is not a
specific date for a complete recovery. This slowdolas had many different
effects. In the case of Europe, most economiest ghifa fiscal austerity
scenario to reduce expenses and future debt comantsn

This context has created a new “jobless séghawith economic
and social pressures around. OECD (2009) considehed it would take
another five years before employment and lademand are back to pre-
slowdown levels. Martin (2009) considered thatgéa developing and
emerging economies would be leading the waqolakt-crisis recovery. Asia
and Latin American are key regions for thisufet scenario.

Southern European countries are among the areddyhadfected by
the crises. At the end of 2010, the native popotatbegan to struggle with
unemployment and the impossibility to cover the thbhmortgages payments,
increasing the risk of losing their homes. Thiswn scenario increases
pressure over the local economies, reducing thespmat for growth and
development. Unemployment became a threat to twnany and social
stability. Immigrant



populations in Europe have been suffering risingeraployment levels,
doubling the impact observed on native populatiGtatfia, Mohapatra and
Silwai, 2010).

Immigration flows to Europe have noticeablyoveéd in the last
year, raising essential questions about the effieetcurrent global economic
crisis is having on inflows and return migratiorejres, 2009). These questions
appear particularly overwhelming because thbées been no comparable
recession in recent decades. The economic crasshiad an impact on both
immigration and emigration flows in Europe (AwadP0®). Immigration
levels have slowed while emigration has increasedsime EU countries.
During the global economic downturn emigration lsvef non-European
residents increased in some EU countries, stillaarchow many have returned
to their home country or migrated to other destoret within or outside
Europe.

At the beginning of 2000, about 20 million persomsre unemployed
in the EU-27, around 9% of the total labor forcely BR012 the
unemployment rate for the Euro area-17 reache®%1.0ne of the most
affected labor markets in Europe is Spain, 02 more than 4 million
people were unemployed; representing 18% of ttiwea population, and the
unemployment rate for natives was nearly 16% a28% for foreigners
(Urso and Schuster, 2013). The prospectivthas the unemployment rate
could be higher without increasing emigration. 1812 more than 280,00
Spaniards moved out of their home communities ilogk for jobs. The
difference between the unemployment rates foeifmers and natives had
been increasing, with the rate for foreigners alhdsubling compared to
that for natives (Kahanec, Zaiceva, & Zimmarmn,

2009).

The impact of a high unemployment rate has bedactifig the
Spanish economy. In the beginning of 2010, moren thamillion households
(1,220,000 households) have all of their active iners on unemployment
rolls. For some immigrant individuals, labor midli became a constant,
moving from industry to another in order to surviwéh the economic crisis.

Pajares (2009) considered that unemployment t#ed economic
crisis have significantly deteriorated the livingndlitions of many foreign
residents due to the higher rates of irregiylamnd employment in the
informal economy, which has limited their abilitp access unemployment
benefits. The crisis has made it more difficuttr immigrant labor to renew
their work permits and to meet rent or mortgagayments in shared
homes. The living conditions of immigrant conmities are expected to
get worse when more foreign workers run outredraployment benefits. The
economic crisis is affecting the Spanish demogmplsicenario, causing the
flows to shift again. According to data from INEjore individuals are
leaving Spain than moving to it. Net migration i®121 was reported at
negative 50,090 people, with 507,740 leaving Spaid 457,650 arriving.

Under this financial crisis, Spain appeared to b&mng in a new
phase of international migratory patterns. 8p#& once again becoming
a sending country, and to some degree, Latmerca is playing a key
role in this new



scenario (Urso and Schuster, 2013). According t&,IMhore than 15,000
Spanish individuals had left their country to efisib residence in Latin
America in 2011.

Latin America offers a stronger economy for Spanisimigrants,
most of them with relatively high levels of eduocati and professional
qualifications. Approximately 57% of the Spanigiopulation overseas (1
million individuals) chose Latin America as eth primary destination.
Argentina, Venezuela and Brazil accounted farore than 300,000
Spaniards. The additional incentives include: @mmon language,
historical and cultural ties, and the coné&dupresence of family and
friends who emigrated in past generations and dtase permanent residents.
Latin America has historically played an importaote in Spain’s migratory
cycles—both as a sender and as a recipient.

Germany is also experiencing new immigratiflows from Spain.
Highly qualified immigrants from Southern Epe had been arriving to
the country in the search of new opportusitieMost of the Spanish
immigrants arriving to Germany are young, well eated and multilingual.
They recognized the negative economic and labospg@cts at their homeland
and decided to move abroad (Urso and Schust2013). These new
migrant patterns observe similarities to thaonformed half-century ago.
In the 1960s, guest workers from SouthernoBey and particularly Spain,
were the first large immigrant group to moveWest Germany looking for
better job opportunities. Now a new generationatfolr migrants is arriving to
Germany, due to a lack of job positions and opputies that their native land
cannot provide.

Migration from Spain has specific ®@deristics; high skilled
individuals are entering the German labanarket to work in
university laboratories, research centers and tégh- companies (OECD,
2009). Instead of applying to jobs others are ndlling to do, they are
moving into spaces where human capital is needadiigrants who came to
Germany in the past were significantly less dieli than those who chose
other countries as their new homes.

In the context of the crisis, the demand from tipar8sh labor market
is for fewer and more specialized workers. Maybe thajor challenge in
arriving at an assessment of the impact of the @widm crisis on
international migration is the lack of depengaband timely data. Many
data remains unknown, but preliminary data alseady emerging from
national and international organizations thatowll some tentative
considerations to be made.

5. CONCLUSIONS

The global financial crisis led to a credit crunglobally, although in
developed countries it was deeper. Despite havitagtesl in the housing
sector in the US, in 2009 most developed counthesl a sharp drop in
production. And Europe was no exception, with salvemriations, but all of
the countries in the EU registered an economic reatibn.

The launch of the euro led to a convergence inrible associated
with the bonds of the euro zone governmentse global financial crisis
led to an



premium, mainly in peripheral European cowdri In 2010, a sovereign
debt crisis began in the euro zone and some casntriere bailed out, like
Portugal, Ireland, Spain, Greece and recently Cypriihis crisis was not
anticipated by the European institutions so thesat@d new tools that would
help the economic governance of the euro zone, mottbly: the Treaty on
Stability, Coordination and Governance, the ESMg #stablishment of the
Troika and a new temporal functiode facto of the ECB (the unlimited
purchase of government debt in the secondary market

The crisis increased sovereign debt of countries Greece, Portugal,
Spain, Ireland, and Cyprus, causing such t@m to request bailouts.
The bailouts came conditioned to austerity poli@épublic spending cuts and
tax increases, which would cause even steepgeop in economic
activity. The economic consequence of the findnciasis was that the
unemployment rate in countries such as Spain (28)1@&nd Greece (24.5%)
increased to historic levels, which has led to alodiscontent.

The financial crisis caused a poor economerformance in the
EU Member States, which led to alternation of jpadit parties in governments
where elections were held, as in the case of Fraeme the UK, among
others. Also in some cases, the economic impzcthe crisis led to call
snap elections, as in Spain and Greece, whildtdly, with a high risk
premium, the former Italian Prime Minister SilvBerlusconi was forced to
resign to give way to a technical government heduetario Monti.

The financial crisis has had two main consequenoes migration.
The first is that migration to peripheral Europeeountries began to decline
and has even taken place the phenomenon tofnredue to the high loss
of jobs in countries like Spain, Greece, Portugatland and Italy. The
second consequence is that internal migration hagased in the EU, because
it has increased the movement of people from Ewopeeripheral countries to
Germany.

The financial crisis in Europe has lasted for mdman four years,
unemployment has increased mainly in the periphecaintries, there was an
alternation of political parties in governmenand increased internal
migration within Europe. Finally, the financial sis has led to an unfinished
institutional change in the EU, which has been tsult of different
preferences on economic austerity. The Franco-Germaxis has been
reconfigured, because some fissures have beeerajed as a result of the
preference of Germany for austerity policies.
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