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Sustainability and solidarity 
– basic ideas of new finan-
cial structures 

Federal financial structures which include fiscal equalization 

between the states are and will remain to be indispensable. 

Such structures are required to equalize the significant re-

gional economic differences which exist within the federal 

republic and to ensure sufficient funding for the responsibili-

ties of the public sector across the nation. The current feder-

al financial structures have a number of structural flaws 

which regard both the criteria for tax distribution, the design 

of the debt brake and the role of municipalities. The finan-

cial structures will have to be revised beginning in 2020. The 

objective is to consolidate in the long term the budgets of 

federation, state and municipal governments and to safe-

guard a modern welfare state. 

Focus
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Basic features of the fiscal equaliza-
tion between federal states 

1.  Structural weaknesses 

of applicable federal fi-

nancial structures 
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2. Flaws in Basic Law debt 

brake 
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3. Effects on municipalities 
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4.  Basic features of mod-

ern financial structures 
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 Policy Brief 2012/05: Maastricht 2.0 

The European Union’s regulations governing sovereign 

debt are based on the principle of equal treatment of all 

member states. The recommendations we make here 

concerning changes in EU sovereign-debt reduction 

rules take account of national particularities. According 

to our calculations, such reformed regulations would do 

far more to promote economic growth than would be 

the case under the Fiscal Compact’s European debt 

brake. By 2030, real gains in growth will amount to 

more than 450 billion Euros. 

 

Policy Brief 2012/06: Euro-exit in Southern Europe 

While Greece defaulting on its sovereign debt and leav-

ing the European Monetary Union would have relatively 

little effect on the world economy, such a move could, 

however, lead to contagion in Portugal, Spain and Italy, 

thus provoking not only a sovereign default in those 

states as well, but also a severe worldwide recession. 

Economic growth would be reduced by a total of 17.2 

trillion Euros in the world’s 42 largest economies in the 

lead-up to 2020. Hence, political actors are well advised 

to prevent Greece from a sovereign default as well as 

leaving the euro, and the domino effect that this event 

could induce. 
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