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Abstract 

 
U.S. and EU are the first victims of globalization and Fed and ECB are very important central banks 
not only for their economies, but for the rest of the world. Their policies are affecting the lives of 
820 million people in U.S. and EU and with their power, they try to control the rest of the world. 
But the independence of their institutions from the democratic governments makes their public 
policies less than socially optimal. The two currencies (dollar and euro), as stores of value are 
subject to trading between nations in foreign exchange markets, where international transactions, 
speculations, and expectations determine the relative values of all the different currencies. Troika 
(IMF, EU, and ECB) has caused serious problems to the Euro-zone nations, due to its austerities 
that have made half of the labor force unemployed, the economies in deep recessions, the young 
people to flee from their countries, and a large proportion of the remaining population to commit 
suicide. 

 
I. Introduction 

Economic history and economists are saying that empires, international institutions, and 
reserve currencies come and go. The only empire that lasted for 11 centuries (324 A.D.-1453 A.D.) 
was the Medieval Hellenic Orthodox Empire (the Byzantine Empire), which had the grace of God, 
due to its true faith. “International currencies in the past have included the Chinese Liang and Greek 
drachma, coined in the fifth century B.C., the silver punch-marked coins of fourth century India, the 
Roman denarius, the Byzantine solidus and Islamic dinar of the middle-ages, the Venetian ducat of 
the Renaissance, the seventeenth century Dutch guilder and of course, more recently, sterling and 
the dollar.”1 But, a little more than ten years ago a new currency, like the “common of Athens” or 
the “common of Euboea”2 of the old times, appeared in Europe as the “common of Europe”, the 
euro, to continue with its compulsory imposition to the insidious globalization that has destroyed all 
countries, which opposed it (like, Yugoslavia, Greece, Cyprus, and the current “war” against Russia 
through Ukraine). “If you are not with us, you are against us, you cannot be independent.” (sic). 
These pressures will become more and more severe with the passing of time.    

                                                 
1 See, Helmut Reisen. "Shifting wealth: Is the US dollar Empire falling?". voxeu.org, June 20, 2009. 
2 See, “Euboea”, http://snible.org/coins/hn/euboea.html  and  “Numismatics”, Swiss School of Archeology in Greece, 
http://www.unil.ch/esag/page26203.html  
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The U.S. dollar is the most widely held currency in the Allocated Reserves today.  It remains 
until recently the favorite reserve currency because it has stability along with financial assets that it 
uses to back it up, such as U.S. Treasury securities that have both scale and liquidity and the country 
is also a superpower. Maintaining the superpower status is very difficult for a nation because it 
requires a very strong value system (spiritual, moral, and ethical), a good educational system, a fair 
social system, independence (sovereignty), a regulated financial market system, and to be respected 
from the other nations. The U.S. dollar dominant position in global reserves is very much 
challenged currently by other nations (like the G-20 and the BRICS), because of the growing share 
of unallocated reserves,3 the doubt regarding dollar stability in the long term, and the U.S. staggered 
foreign policy.  

In 1999, the prototype and new victim of globalization, the European Union, introduced its 
common currency, the euro (€), in electronic form and on January 1, 2002 in bank notes and coins. 
The euro is currently the second most commonly held reserve currency, comprising approximately a 
quarter of allocated holdings (24.2% in 2013). When the euro was launched on January 1, 1999, 
replacing the mark, French franc, the historic drachma, and nine other European currencies, it 
inherited the status of a major reserve currency from the mark (mark holdings was 13.8% and euro 
holdings was 17.9% in 1999). Since then, euro’s contribution to official reserves has risen 
continually as banks seek to diversify their reserves and trade in the Euro-zone continues to expand 
until 2009; when the Euro-zone debt crisis struck this artificial market, currency, and union, which 
started to decline, but it supported by the international institutions because it will play its important 
role in the future.  

Even the former U.S. Federal Reserve Chairman, Alan Greenspan, said in September 2007 
that the euro could replace the U.S. dollar as the world’s primary reserve currency. It is “absolutely 
conceivable that the euro will replace the U.S. dollar as reserve currency, or will be traded as an 
equally important reserve currency”.4 Econometric analysis by Jeffery Frankel and Menzie Chinn in 
2006 suggests the euro may replace the U.S. dollar as the major reserve currency by 2020 if (1) the 
remaining EU members, including the U.K. and Denmark, adopt the euro by 2020 or (2) the recent 
depreciation trend of the dollar persists into the future.5 In recent years, the euro’s increase in the 
share of the worldwide currency reserve basket has continued —albeit at a slower rate than prior to 
the beginning of the worldwide financial crisis related recession and the European sovereign debt 
crisis, which adversely impacted the euro and slowed its adoption by other EU member-nations. 
But, it was a “poor” nation, Latvia that joined the EMU on January 1, 2014; in the middle of the 
debt crisis.6 

                                                 
3 The monetary base from $183.203 billion (February 15, 1984) has reached $3,883.440 billion (February 19, 2014). 
This is an enormous growth of 2,019.75% in 30 years or 67.33% per annum. The world is over flooded with dollars. 
See,  http://research.stlouisfed.org/fred2/graph/?s[1][id]=BASE  
4 See, "Reuters". Euro could replace dollar as top currency — Greenspan, September 17, 2007. 
5 See, Menzie, Chinn and Jeffery Frankel (2006). "Will the Euro Eventually Surpass The Dollar As Leading 
International Reserve Currency?" (PDF). NBER, January. Retrieved 2007-10-11. Also, "Aristovnik, Aleksander & Čeč, 
Tanja, 2010. "Compositional Analysis Of Foreign Currency Reserves In The 1999-2007 Period. The Euro Vs. The 
Dollar As Leading Reserve Currency," Journal for Economic Forecasting, Vol. 13(1), pages 165-181". Institute for 
Economic Forecasting. 2010-07-19. Retrieved 2010-07-05. 
6 And there are some Western Ukrainians, who want to join the EU and have caused a new global political and might 
become military crisis. Then, there are people that will never learn from history or from the current reality. Our future 
will be very difficult from all these ignorant people. 
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 With the current enormous money supply and zero interest rate, U.S. reached a liquidity trap 
and this policy has not so far and might fail to promote growth in the near future. Europe is in 
trouble; due to lack of liquidity, which leads businesses to bankruptcy. Lending has declined 
drastically in the U.S. and even more in Europe. But, the problem is lack of demand, due to 
reduction in salaries, wages, and pensions; and only the aggregate demand (humans), not the budget 
surplus, creates the aggregate supply (production and employment). The question is now: from 
where will the expected stimulus come? Troika believes that austerity generates growth (sic). This 
is the “new age” economic theory that is imposed (forcefully) on nations. It is safe for the economy, 
at the moment, because the high risk, the low income, and the high unemployment have made banks 
reluctant to lend and people unwilling to borrow and the inflation is relatively low. The U.S. has 
experienced high rates of inflation7 in the past, even though that the number one objective of the 

Fed is “price stability” ( 0≅eπ ). The dual mandate, it is not “full employment and price stability”, 
but “maximum employment and price stability”. In ECB, the mandate is price stability only. The 
monetary expansion, the last six years, has far exceeded any previous ones8 and the Fed was buying 
$85 billion securities per month to “improve” the economy.9 Now, it (Janet Yellen) is buying $65 
billion worth of securities per month. Then, what follows, when the unemployment will fall, it will 
be a high inflation. This liquidity and uncertainty in the financial market has increased the price of 
gold and silver, even the stock prices; another big bubble in precious metals and a depreciation of 
the dollar,10 which makes euro overvalued and disastrous for poor Euro-zone countries. 

II. The Current Wrong Economic Policies and the Recommended Target Rates and Budget 

Deficits 

 Today, the international financial and monetary system is very different from what it was 40 
years ago. It is, now, in the process of evolving into a new stage through globalization, which its 
first effect became visible globally in August 2007 and continues to threaten our socio-politico-
economic structure, tradition, and value system. The one constant innovation of this free-market 
system was and still is to maximize the market value of the financial assets by avoiding any socially 
imposed constraints, which is a market subjective objective and very costly for our society (anti-
social). Financial institutions play a critical, but very delicate role, since they are themselves value 
maximizing enterprises, creators of money from “thin air”, and innovators of any kind of new 
instruments (even “toxic” ones). Our economy is ultimately dependent on the viability of its 
financial institutions and markets, all of which are unregulated, owned by institutional investors 
(hedge funds, insurance companies, pension funds, etc.), and are not controlled by any regulatory 
agency or government. Thus, the focus of most of the economic analysis is on financial markets and 

                                                 
7 From 1926-2008, the %1.3=π  and %2.4±=πσ . Source: Modified from Stocks, Bills, and Inflation: 2009 

Yearbook, annual updates work by Roger G. Ibbotson and Rex A. Sinquefield (Chicago: Morningstar). 
8 The Monetary Base (seasonally adjusted) in billions of dollars was: in 2000: $613.869 billion and in 2014:M02: 
$3,883.440 billion. Source: Federal Reserve Bank of St. Louis. See,  http://research.stlouisfed.org/fred2/data/BASE.txt  
9 Bernanke said that the Fed could start winding down its bond buying later in 2013 and end it by mid-2014 if the 
economy improves, as the central bank’s officials expect. This announcement caused the DJIA to fall 206.04 points (-
1.35%), the 10-year Treasury notes to jump to 2.308%, and the dollar to strengthen. (See, The Wall Street Journal, June 
20, 2013, pp. A1 and A4). Next day, on June 20, 2013, the DJIA fell 353.87 points (-2.3%) for the same reason. (See, 
The Wall Street Journal, June 21, 2013, pp. A1 and A8).  
10 The price of gold was, in 2000:$280.10/1 oz Gold, on August 22, 2011 reached $1,892.60, and on March 14, 2014 it 
was $1,386.50 per ounce of gold. (Bloomberg.com). The DJIA from 6,547.00 (2009:03) had reached 15,658.36 
(8/2/2013); it fell to 14,776.13 (8/27/2013) after the announcement by Obama that the U.S. will bomb Syria. It reached 
16,576.66 on December 2, 1013. But the real DJIA is at the same level as it was in 1999. See, Yahoo. Finance. 
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businesses, which are legal entities, and not on households and people, who are the base (the 
foundation) and the apex of our society. These market prices (values) have caused serious 
instability, anxiety, risk, financial crises, as Allen and Gale (2009) analyze, unemployment, loss of 
wealth, enormous psychological problems, suicides, and destruction of entire nations.  
 
 This modern corrupted capitalism, which unfolded to globalization, involves the acquisition 
of expensive assets (real and financial) by borrowing (mortgages, car loans, etc., and buying 
securities with only 50% cash, margin requirements, the remaining 50% is purchased with call 
money loans), which is a very risky (for the society) process. The entire economy is based on 
financial leverage and by paying higher risk premium everyone can borrow money, so he became 
enslaved to lenders. The interest rate determines who gets credit. Over an extended period of boom, 
high artificial growth, and enormous liquidity, economies tend to move from a financial structure 
dominated by hedge financing to a structure with increasing speculative financing. The shift 
towards speculative positions occurs intentionally and more or less inevitably because of 
innovations and overoptimistic expectations (“irrational exuberance”, mindless waste). The shift 
from speculative toward ponzi finance occurs because of lack of regulations in our financial 
markets, corruption (in businesses and governments), unethical business practices, immoral way of 
living, and everything else that led the world, where we are today, to a global chaos. 
   
 After World War II, England lost its abusive superiority and Germany was marginalized 
because it had ruined Europe, with its fallacious decision to impose its will on Europeans 
militarily.11 Since the Korean War (June, 25 1950 – July 27, 1953) and the cold war12 until 2007, 
the U.S.A. was concurrently the biggest economic, military, and monetary power in the world, with 
its currency, the dollar, to be the number one reserve currency of the world, with which all the basic 
commodities are priced and with this currency all transactions in the international commodities 
exchanges take place. The global dominium (dominance) of dollar made the new greater (but 
completely different from the western economies) economy of the world, China, to peg its currency, 
the yuan, to the dollar and following a policy, which is a monetary war between the two nations and 
is increasing daily by taking other forms, too (i.e., cyber war).13 China has become the most severe 
competitor of the U.S.14 and by buying the privatizing SOEs in EU, it will control the European 
economy, too. Thus, the U.S. depreciated the dollar to improve its trade, but the pegged yuan 
reduced U.S. competitiveness and made China very competitive because of the low cost of 
production and the undervalued yuan. But, the U.S. and EU are very happy because their system, 
free trade and market oriented economy (global control) are applied (sic). Now, a new free trade 

                                                 
11 Now, it imposes its will financially and economically without any war or resistance from the other Euro-zone nations. 
This is an indication of the downfall of Europeans and especially of France as a big, but carrying all the socialist 
obsessions, nation. Greece is under German occupation twice in seventy years. 
12The cold war continues even today. The cold war continues against Russia in Ukraine and will continue against the 
Orthodox nations, who opposed globalization (global slavery). United States has fallen to the trap of globalization since 
the beginning of the 20th century. Europe fell in this trap in 1957 with the signing of the Treaty of Rome and the 
creation of the current EU and EMU; 28 nations (505 million people) under occupation. See, David Wessel, In Fed we 

Trust, Crown Business, New York, N.Y., U.S.A., 2009. 
13 See, “With troops and techies, U.S. prepares for cyber warfare”, Reuters, June 7, 2013. 
http://www.reuters.com/article/2013/06/07/us-usa-cyberwar-idUSBRE95608D20130607  
14 In 2011, their economic growth and the growth in their stock markets were: In U.S. (1.8% and -0.9%) and in China 
(9.0% and -22.2%). (The Wall Street Journal, December 5, 2011, p. C5). In 2013, they were U.S. (1.9% and 25.41%) 
and China (7.7% and -6.75%). 
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agreement is in process between the EU and the U.S.A.15 and a new alliance to go against Orthodox 
Russia. 
 
 The paradox is the appreciation of the euro with respect to the U.S. dollar, at the time that 
the European economies are in deep recession. The Euro-zone debt and recession crises continue 
and many economists were creating scenaria of dissolution of the Euro-zone;16 but, there are powers 
that do not allow this to happen. Their objective is the global integration and not the division 
(disintegration) of EU. The ex-president of France, Valery Giscard d’Estaing, had said that Greece 
must examine the possibility of her exit from the euro for the citizens to avoid the pain of the 
austerities.17 This is a surprise for a president to make such a mistake by ignoring the global trend. 
Euro had appreciated with respect the U.S. dollar18 by 88.24% and the poor Europeans have to 
reduce their cost of production (internal devaluation) by 88%, which had enormous social 
(impetuous poverty), political (parliamentary dictatorship), and humane (the forced migration of all 
young educated Greeks to Europe and the thousands of suicides) cost. Greece experiences an 
enormous humanitarian crisis; destruction of its future, due to generation loss. The adoption of the 
euro by the peripheral countries of EU was a tremendous socio-economic mistake and the 
responsible (who signed the memoranda) politicians must be voted down for the prevalence of 
social justice and must go to jail for their undemocratic, without referendum, decisions to put their 
countries to Euro-zone. Bonitsis (2011) examined the stylized path of the competitiveness of the 
PIIGS19 nations and France’s and Germany’s by using the Harmonized Competitiveness Indicator 
                                                 
15 See, http://europa.eu/rapid/press-release_MEMO-13-576_en.htm  and http://www.dw.de/opinion-not-everyone-wins-
with-eu-us-free-trade/a-16892973  
16 The Japanese bank Nomura said that some Euro-zone nations will go back to their previous national currencies, 
which will depreciate drastically, due to their lack of competitiveness, wrong valuations, and inflationary shocks. The 
Greek drachma must be depreciated by 57.6%, the Portuguese escudo by 47.2%, the Spanish peseta by 35.5%, the Irish 
pound by 28.6%, and the Italian lira by 27.3%. See, dailynews24.gr, December 7, 2011. It seems that Japanese do not 
know what is globalization!..   
17 See also a variety of articles by I.N. Kallianiotis on these issues:  
(1) “Greece’s Interdependence with the European Union and her Loss to Society Function”, Journal of European  

Research Studies, Issue 4, Volume XIII, 2010, pp. 57-84.  
(2) “Greece must Leave Euro for its People”, Politico.com, February 13, 2012. 
  http://www.politico.com/news/stories/0212/72812.html  
(3) “Greece Should Leave the Euro-zone”, The Washington Times, February 21, 2012. 
  http://www.washingtontimes.com/news/2012/feb/21/greece-should-leave-the-eurozone/  
(4) “If Greece Stays in the Euro-zone, It Has No Future”, U.S. News & World Report, Debate Club, May 16, 2012, 
 pp. 1-2. http://www.usnews.com/debate-club/should-greece-leave-the-eurozone/if-greece-stays-in-the-eurozone-it-has-
no-future  
(5) “Global Financial Crisis and Euro-zone’s Debt Problems: The Case of Greece”,  International Journal of 

  Applied Business and Economic Research, Vol. 10, No. 1, June 2012, pp. 131-162. 
(6) “The Return of the Drachma”, Politico.com, June 25, 2012. 
  http://www.politico.com/news/stories/0612/77810.html  
18 The exchange rate between dollar and euro was, in October 2000, S=0.8500 $/€ and reached in April 2008, S=1.6001 
$/€; an appreciation 88.24%.  On September 9, 2013, where the Euro-zone was under dissolution, it was 1.3265 $/€ 
(56.06% appreciation). Then, the markets might know something for the U.S. economy that the rating firms, the 
politicians, the central bankers, and the economists do not know or they do not want to reveal. 

19 Euro became the modern Circe that turned theses European nations from dignified sovereign nations to pigs. 
Unfortunately, there are no more Odysseus even in the Greek governments anymore and Euro-zone member-nations 
were deceived and are trapped for ever; recently they were transformed to pigs, too. The knowledge of history is 
necessary, but the latest Greek pseudo-leaders did not know the Greek history, the Greek language, the Greek faith 
(Orthodoxy), and the Greek paideia.    
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(HCI). He showed that Germany and France were at a competitive disadvantage and Portugal, Italy, 
Ireland, Greece, and Spain at a competitive advantage until 2000 and then, with the introduction of 
the euro, Germany became the dominant competitive country, followed by France. The PIIGS lost 
their competitiveness and now have to follow, in the middle of a recession, all these anti-growth 
fiscal austerity measures imposed by the Troika. Troika with its globalization objective destroyed 
Greece to save euro, which is the predecessor of the single global currency.20  

   
 Further, Amstad and Martin (2011, p. 6, Chart 4) show that the central banks (Fed, ECB, 
Bank of England, and Swiss National Bank) assets were very closed until 2008 (before the financial 
crisis) and then, there is a tremendous increase of the assets of the three central banks, but not of the 
ECB to provide the liquidity (reserves) and help the Euro-zone economies facing the recession. The 
ECB’s increase of reserves supplying to the financial institutions was very small, which might has 
caused the continuation of the overvaluation of the euro (depreciation of the dollar) at the time that 
the debt crisis is keeping Euro-zone to a deep recession. Why is this happening? Who is dictating 
this anti-European policy? The common currency and the common monetary policy in Euro-zone 
have caused serious problems in the member-nations because they have different inflation rates, 
different interest rates, different indebtedness, and their economic growth and unemployment rates 
vary significantly, as well as their competitiveness in trade and foreign investments. Nechio (2011) 
says that the target rate of the ECB does not fill all the Euro-zone members. The Taylor rule 
suggests lower target rates for the peripheral countries (like, Greece, Spain, Portugal, Ireland, 
Cyprus, Belgium, Slovakia, Italy, and even France) that have been caught in the sovereign debt 
crisis. The current monetary rule is in line with Taylor rule recommendation only in the core group 
(mostly in Germany, Austria, Finland, Estonia, Luxembourg, and Netherlands). This is another 
disadvantage of the common monetary policy for distinctive and different nations. The problem of 
the U.S. economy is the low growth and the high unemployment, which cannot be improved with 
monetary policy (zero interest rate), but it requires some fiscal policy (“large program of public 
works spending”), as Krugman (2012) suggests. 
 
 Fiscal policy is also necessary for improving the economy. In periods of recession, an 
expansionary fiscal policy (low taxes and high government spending) will stimulate growth, 
production, and employment.21 Then, more budget deficit must be acceptable. The opposite policy 
is needed during periods of boom (overheating economy), a contractionary fiscal policy (high taxes 
and low government spending) will reduce aggregate demand, prices, and lower the inflation for the 
country and decrease the budget deficit (even can create a budget surplus).22 Thus, every country 
will have its own budget deficit depending on the state of the economy that prevails in the specific 
nation. 
 According to Taylor’s original version of the rule,23 the nominal interest rate should respond 
to divergences of actual inflation rates from target inflation rates and of actual gross domestic 
product (GDP) from potential GDP. A simple version of the Taylor rule is used here to determine 

                                                 
20 See, Neil Irwin, The Alchemists: Three Central Bankers and a World on Fire, New York: Penguin Books, 2014. 
21 Exactly the opposite of what the Troika is imposing on Euro-zone member-nations. Then, it is obvious by now that 
Troika has specific hidden objective and not the improvement of the state of the economy in these poor and without 
leadership European nations.   
22 A healthy and democratic nation during periods of recessions accumulates deficits and debts and during periods of 
growth and expansion, reduces the deficits and generates surpluses waiting for the next business cycle.  All the rest are 
alchemy of the Troika and its controlled leadership. 
23 There are many other interesting models trying to determine the optimal interest rate rule. See, 
http://www.nber.org/papers/w15986.pdf?new_window=1  
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the optimal target rate of Fed and ECB. According to this rule, the target rates for the ECB is high 
(except for Germany that it is low) and the Fed’s target rate is too low for the American economy.24 
The ECB key interest rate was 1.25% during the two years of 2010 and 2011 and on December 8, 
2011, it was cut to 1%. Then, on July 3, 2012, it was reduced to 0.75%, on May 2, 2013 to 0.5%, 
and on November 13, 2013, to 0.25%. These results (with November 2011) show that this common 
policy rule in Euro-zone was only in favor of Germany; for the other countries the overnight rate 
was very high (ineffective policy tool). The U.S. federal funds rate is 0.25% since December 2008, 
which is very low according to Taylor’s rule.25  

When the gap between the actual output and the potential is high, the government has to 

stimulate the economy with an expansionary fiscal policy (reduction of taxes, ↑↓ GandT , 

increase of government spending); then, the budget deficit ( GTBD −= ) will increase. By taking, 

now, a similar to Taylor’s rule for fiscal policy, we can write the budget deficit as a percentage of 
the GDP. Taking the desired inflation rate zero and the acceptable unemployment as at its natural 

level, %0* =tπ , %4=N

tu  (the socially correct number, here, should be zero, too), we receive a 

simple version of the budget deficit as percentage of the GDP.  

Now, by using data from the end of 2012 and with April of 2013, we evaluate the public 
(monetary) policies in EU and the U.S. There is no country in Euro-zone that the overnight rate is 
optimal. The 0.75% ECB rate was high as it was the latest 0.50% and could not improve (stimulate) 
the economies of Belgium, Cyprus, France, Greece, Ireland, Italy, Portugal, Slovakia, Slovenia, 
Spain, and Euro-zone on the average. But, there are countries that the policy rate was too small and 
they are Austria, Estonia, Finland, Germany, Luxembourg, Malta, and Netherlands. The 0.25% Fed 
rate is also too high for the U.S. economy with a 7.5% unemployment rate (and %6.7=u in March 
2013). Then, countries need a mixed policy; a monetary and a fiscal one to correct the high 
unemployment. Of course, a common policy in Europe does not work for any country, there. 

Also, we use the equation to measure the recommended budget deficit for the countries 
based on their inflation rate and unemployment rate. Due to their recessions, the following countries 
“needed” more deficits in 2012 (expansionary fiscal policy): Italy, Spain, Sweden, Greece, Portugal, 
Slovakia, Bulgaria, Lithuania, Latvia, and Estonia. For April 2013, countries like, Greece, Portugal, 
and Spain need enormous reductions in taxes and increases in government spending. Also, 
expansionary fiscal policy is needed for Belgium, Cyprus, Finland, France, Ireland, Italy, 

                                                 

24 The target rates with November 2011 data must have been: 

(1) In Euro-zone: 0.2% = 1+1.5(3%)-1(10.3%-5%), but it was 1.25% (high) 

(2) In Germany: 1.7% = 1+1.5(2.4%)-1(6.9%-4%), but it was 1.25% (low)  

(3) In Greece: -7.75% = 1+1.5(3.1%)-1(18.4%-5%), but it was 1.25% (very high) 

(4) In Spain: -11.15% = 1+1.5(2.9%)-1(21.5%-5%), but it was 1.25% (very high) 

And (5) in U.S.: 1.65% = 1+1.5(3.5%)-1(8.6%-4%), but it was 0.25% (very low). 

25 The mathematics and the empirical results are available from the author upon request. 
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Luxembourg, Malta, Netherlands, Slovakia, Slovenia, even for Germany and also for the average 
Euro-zone nation. The austerities and reductions in budget deficits is non-optimal common policy 
for EU member-nations. Even the U.S. needs an expansionary fiscal policy. 

The peripheral countries are with high unemployment, like, Spain, Greece, Portugal, Latvia, 
Ireland, Slovakia, Lithuania, Bulgaria, and Cyprus. Countries with high inflation are: Hungary, 
Estonia, Slovakia, Poland, Czech Rep, Romania, Italy, Finland, Lithuania, Malta, and Cyprus. The 
recommended optimal interest rates and budget deficits for the countries are as follows: Countries 
with recommended interest rate less than 0.75% and budget deficit more than 3% (due to their 
economic recession) are: Greece, Spain, Ireland, Portugal, Latvia, Bulgaria, Lithuania, Slovakia, 
Cyprus, France, Sweden, and Italy. Countries for which the target rate is optimal are: Slovenia and 
Poland.  Thus, the ECB target rates and the budget deficits are not optimal in Euro-zone except in 
Slovenia and in Poland.  Public policies are disastrous for Europeans and bad for Americans. 

III. Globalization and the U.S., EU, and IMF Policies 

With its enormous liquidity and the decline of the value of the dollar, the U.S. increases its 
competitiveness and decreases the competitiveness of the Euro-zone (especially of the small 
countries, like Greece) and of the other developed countries. The Euro-zone countries blame the 
U.S. for this dollar’s depreciation. With more than 80% depreciation of the dollar, the U.S. has 
become more competitive during the decade of 2000s, where the European nations, due to the 
common currency have lost completely their competitiveness. The economies of the Euro-zone 
peripheral nations have no future except if these nations leave the euro and go back to their national 
currencies. These are the famous “beggar-thy-neighbor” policies of the old mercantilism (modern 
globalization),26 in practice even today. 
 
 The only means for countries to improve their trade is through tariffs and import taxes, and 
other quantitative and qualitative restrictions.27 The euro caused serious problems to the countries, 
which were forced to accept it and abandon their domestic national currencies. These countries with 
high debts and deficits became less and less competitive. Before, they were surviving by 
devaluating their currencies. Now, with the euro, the countries of the Euro-area lost their 
contingency to control their monetary, fiscal, and consequently their trade policies. Giannoni (2010) 
discusses the optimal interest-rate rule and inflation stabilization as policy instruments. By losing 
your public policies, as a nation, you lose your national sovereignty. This new monetary conditions 
brought the member-nations (except Germany)28 to a very disadvantageous position. Greece, 

                                                 
26 See, Kallianiotis (2013a). 

27 These can be trade barriers, which are government-induced restrictions on international trade. The barriers can take 
many forms, including the following: Tariffs, Non-tariff barriers to trade, Import licenses, Export licenses, Import 
quotas, Subsidies, Voluntary Export Restraints, Local content requirements, Embargo, Currency devaluation. Most 
trade barriers work on the same principle: the imposition of some sort of cost on trade that raises the price of the traded 
products. If two or more nations repeatedly use trade barriers against each other, then a trade war results. But, the 
ultimate objective of a nation must be the maximization of the social welfare of its citizens and not to contribute to the 
global welfare by increasing the world trade. These are theories (intellectual exercises) for introductory international 
trade courses with unrealistic and heroic assumptions.  

28 The DM was appreciated much more compared to the euro with respect to the U.S. dollar. Then, Germany is better 
off with the euro instead of its own currency, the DM.  
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Portugal, Spain, Ireland, Italy, Cyprus, and Slovakia, so far, were destroyed with the overvaluation 
of the euro29 and the austerities from Troika. The Euro became the most expensive currency 
globally. Europeans cannot compete with the adoption of euro; they can acquire their former public 
policies only if they would go back to their previous national currencies (at an initial exchange rate 
of 1 unit of their domestic currency per euro; i.e., 1 Dr/€).    

 
Now, that the U.S. interest rate is closed to zero, foreigners are still investing in U.S. 

Treasury securities, which means that the U.S. government is the safest place in the world; 
especially, after the debt crisis in Europe. On the contrary, Europe has become the risker continent 
on earth. The U.S. has been accused by foreigners that it artificially depresses the dollar exchange 
rate by printing money (“quantitative easing”) to increase exports. When a currency is depreciated 
the other currency is appreciated, which is similar to the old “beggar-thy-neighbor” policy. Imports 
are increasing and the growth30 is so insignificant (1.9% in 2013) that keeps unemployment closed 
to 7%. The exchange rates do not reflect market fundamentals any more, but currency games and 
speculations.31 The U.S.’s and Troika’s policies support the market oriented global economic 
system.  
 

Governments and central banks intervened in these markets and monetary, but less fiscal 
policies (countercyclical) were used to offset the losses of the private sector. A large government 
investment and spending (G) could affect the aggregate demand (AD) and reduce the business 
cycles. Government deficits and debts have caused problems, especially in Euro-zone member-
nations, but this crisis was made by the controlled and corrupted European politicians (especially, in 
Greece), who can be stopped by European voters in every nation, but it is difficult because they 
cannot be organized. Countries and economies must be independent and uncorrelated (almost in an 
autarky state). The large scale of this global financial crisis is due to globalization (high positive 
correlation among economies and humans’ behavior). Kallianiotis (2011) proves that the global 
“laissez-faire” system is responsible for the latest financial crisis. Central banks have to be 
independent from the commercial banks, from the financial markets, and from the ECB, serving 
only the welfare of the citizens (then, they must be dependent to democratic governments). So far, 
nations (simple citizens) have to pay for their leaders’ mistakes and they are paying for six years. 
Social Justice demands justification! 

 
Our socio-political consideration for the Orthodox nations is to stay away from the 

destructive globalization and to prevent and not to correct crises with the use of a social and humane 
system, based on the true value system and not on the market values. We need to find an immediate 
solution for the U.S. chronic disequilibria and for Euro-zone to abandon its common currency and 
member-nations must go back to their old national currencies and to their independent domestic 

                                                 
29 Lately, we saw problems in the Netherlands, too. See, The Wall Street Journal, April 25, 2012, pp. A1 and A8. Also, 
poverty and suicides are increasing daily in France, U.K., and all over Europe. See, 
http://poultonblog.dailymail.co.uk/2012/03/people-are-choosing-suicide-to-escape-poverty-is-this-the-states-final-
solution.html  
30 It would take an average of 4.3% growth per year for the U.S. to reach the lowest trend by the end of 2016, which 
appears unlikely judging from the rate of recovery to this point. See, Atkinson, Luttrell, and Rosenblum (2013, p. 9). 
31 The zero interest rate in the U.S. and the increase in its debt continue to depreciate the dollar, which further widening 

the division between the U.S. and the other G-20 members. Last year’s G-20 meeting in St. Petersburg, Russia, was 
occupied with the Obama’s persistence to bomb Syria, which will harm the global economy according to Chinese and 
Italian officials. The BRICS countries pledged to create a $100 billion pool of currency reserves to guard against 
shocks. See, The wall Street Journal, September 5, 2013, pp. A1, A8, and A9. 
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public policies (monetary and fiscal concurrently); otherwise the second global crisis will make the 
current one insignificant. Troika cannot improve the domestic economies of different nations 
because it does not have the knowledge of their indigenous cultures and value systems. By leveling 
everything down to become the same, as the western “superior” subculture, does not work for 
countries that they know the truth. 

IV. Conclusion 

The current article discusses the effectiveness of monetary policies pursued by the U.S. Fed 
and the ECB and the austerity measures imposed by the Troika, which deteriorate the national 
economies, but support the global economic system. In the first half of the 20th century multiple 
currencies did share the status as primary reserve currencies. Since WWII (Bretton Woods 
Agreement), the dollar has dominated official reserves, but this is likely a reflection of the unusual 
domination of the American economy during this period, as well as official discouragement of 
reserve status from the potential rivals, Germany and Japan. In 1999, the euro appeared and started 
competing with the U.S. dollar. But, this new common currency and common monetary policy 
among 18 nations has affected negatively the most of them, as the data are showing, and has 
eliminated their domestic public policies. The reduction of budget deficits during periods of 
recession has made half of the labor force unemployed. Also, the U.S. monetary policy is not 
effective; a mixed public policy is necessary (monetary and fiscal) and every country must have its 
independent national public policy. The current public policies promote globalization and increase 
uncertainty and phobia among people. 

Conventional wisdom argues that the economy is naturally stable, if people (all participants 
and institutions) are moral, ethical, and value (fear) the true “invisible had”, God, who leads with 
His Divine Economy the secular economy to equilibrium and humans to perfection. Institutions, 
without regulations, are contributing to instability because their objective is the narrow and wrong 
one, the self-interest, which acts against the social interest and at the end against institutions’ own 
interest and leads them and entire nations to financial distress, bankruptcy, bail outs, 
unemployment, recession, the destruction of the social web, the collapse of democracy, and new 
world wars. Interventions by national governments and regulators can thwart the instability of the 
financial markets.32 Financial innovations through trial and error tried to satisfy the greediness of 
the institutional market participants. Thus, stability was very limited because they cause 
inefficiencies and disequilibria in the markets. As the result of these, a financial crisis started and 
led to asset prices deflation, debtors’ repudiation, and interest rates ascension, which was very 
difficult to stop and generated tremendous losses in financial wealth to the creditors, as well as in 
real wealth to assets holders (housing), and in the entire economy. International institutions (like, 
IMF) contributed to the deepness of this global crisis, which makes their role very suspicious. 

Finally, it seems that central banks and international institutions have the same objective; to 
complete, as soon as possible, the painful globalization with economic means. The political, social, 
and military means have been entrusted to Brussels and Washington; the forerunners of the 
“messiah” of the world. The top reserve currency is selected by the market for the strength and 
stability of the world economy, in which it is used and the political (and military) power of the 

                                                 
32 Unfortunately, Greece lacks of this kind of governments, lately. These followers of the Troika’s anti-growth decisions 
and signers of destructive memoranda cannot help their country; they can only continue to betray it and sell off its 
wealth.  
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nation that is issuing it. Thus, as a currency becomes less stable, or its economy becomes less 
dominant, or its political power is declining, bankers may over time abandon it for a currency issued 
by a larger more powerful or more stable economy. It took many years after the United States 
overtook the United Kingdom as the world’s largest economy before the dollar overtook sterling as 
the dominant global reserve currency.33 The solution is very simple and known for almost three 
thousand years for the Orthodox nations that have the Ancient Greek, the Byzantine, and the 
Christian Orthodox values, the true faith and the knowledge that “moderation is everything”;34 but, 
the world’s planners have their own irrational and ignorant solutions. Countries must be 
homogenous,35 self-sufficient (in autarky), and sovereign. The public policies needed for the U.S. 
and the EU are mixed policies (monetary and fiscal simultaneously), otherwise the economies 
cannot recover from the latest severe global financial crisis, which has made half of the young 
people unemployed (it has destroyed the dreams, the hope, and the lives of these future 
generations). Fiscal policy tools (taxes and government spending) are necessary and cannot be 
ignored by the governments. The political and economic consideration of every government must 
be the social welfare of its citizens and the respect towards the foreign nations. Globalization has 
caused the current crises (political, economic, social, and all the recent wars). The latest one in 
Ukraine36 might have global consequences; but, a balance of fear in our troubled world is needed 
for people’s safety and security. We have the obligation to inform these leaders that above their 
injustice, there is Divine Justice. 
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