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Abstract

There is now an emerging debate in academic and policy circles concerning the
viability and future of Europe’s ‘Social Model’ in the age of austerity. This lecture
draws on the experience of the imposition of radical austerity measures in the Baltic
states, so-called ‘internal devaluation’. It challenges the myth that austerity can be
achieved in a socially and economically ‘costless’ manner. Yet Baltic-style austerity
has now become a template of ‘successful adjustment’ for the international financial
community, for the European Commission, and more widely, as a recipe for recovery
for the peripheral Eurozone countries. The lecture argues, based on the Baltic
experience, that austerity is fatally undermining the longer-run sustainability of
societies that follow this path. At the same time, austerity is compromising prospects
of broader European integration based on a shared ‘social dimension’ and therefore,
the adhesion of a European ‘Social Model’ in newer EU member states.
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