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Introduction

European integration is a process where states decide to act together in some
policy areas, either throughansferring some competences to supranational unstit
tionsor through institutionalizing stronger cooperation. This process has certain ben
fits for the member statesot only in economic terms (as a common internalkietar
but also in terms of security and foreign polittystrengthens the position and the
voice of European states in global politics, potentially enabling them to influeace t
global agenda. Therefore, through recognising and institutionalizing their anterd
pendence in the EU, the member states can actually increase their independence and
gain an opportunity to enhance the effectiveness of domestic policies.

All the member sites of the Bropean Union (EU)epresent democracies,
where political and participative rights of their citizens are consolidated in national
constitutions.In light of the growing challengesf globalization, European intemy
tion can potentially enforcthe democrat quality of its member statdgecause it e
ablesthe projection of national interest beyond the state, protecting the dontestic s
cio-economic models and increasing a stateOs capaciygt ttHabermas 2011
Dingwerth et al. 2011

Yet the wilingness of national elites to integrate and subject policiesne co
mon regulation in the EU varies significantly across policy fields. The most sensitive
areas remain Osovergibr dominated byheintergovernmental modef cooperation
An especially inteesting case in this regard is the case of the EconmmddVonetary
Union (EMU). In this casave observe how monetary policy has been completely i
tegrated and transferred to a supranational institution, the European Central Bank,
while the economic polichas been left under the authority of each individuahme
ber state. In fact, there is no other example of such separation of these two elosely r
lated policy areas. On the contrary, there are good reasons to implement economic
policy on the EU level,espeially after introduction of the common currency
(Beetsma/Debrun 2004; Bell 2003; Crouch 2000a; De Grauwe 2009; Fatas 1998;
Wessels/Linsemann 200Both economic and monetary policiese crucial for the
redistributive capacity of the stamdthey both correspond to the functional logic of
integration, as described above. It is therefore puzzling why some states arehstill hig
ly reluctant to formally transfer competences in economic policy to the European le
el. The status quo mube benefi@l for some actorarho profitfrom divergence and

preservation of certain competition among the European economies. This factor has



certainly proved its negative implications on democracy in the member staies, esp
cially during the crisis from 2010 o(Bieling 2011; Bratsis 2010; Scharpf 2012;
Scharpf 2013).

The issue of democratic sovereignty in a two level polity of the EU depends
on the clear definition of the scale and the depth of deem@mking on each level.

The requirement of citizen participatios determined by this definitiobecause the
inclusion should be provided on the level of the real decisiaking. The democratic
deficit of the EU has been discussed on numerous occasions, especially within the
academic researdschimmelfennig 1996; $aefer 2006; Karlsson 2001; Schmitter
2000; Calliess 2005; HSpner et al. 2010; Majone 1998; Follesdal/Hix 20dG)e
supranational institutions and negotiations strongly influence and sometimes even
shapethe domestic policies of a nation state, the rodon effective participation of

the citizens shrinksSimultaneously, some interest groups, strongly present on the
domestic level, do not have equal capacity to influence the agenda on the European
level (Crouch 2008)

Economic policy is defined as gowenental activity with the purpose af-i
fluencingtheeconomy. lis compris& of a number of instruments, including those of
monetary policy. It isa highly controversial policy 8ld, as itdoes not only directly
effect thedistribution of welfarebut also concerns the alignment of social forces. It is
not asecret thathe choice of the path of economic development as well as the
framework of taxation and budgetary policies aften regarded to libe core bthe
sovereign statehooduBlic complance in thigolicy area requirean espedally high
level of legitimacy EeeScharpf 2012)Monetary policy is the part adconomic pat
cy that is focused on the regulation of a currency (its volume and v#lug)im-
portant to emphasize thatonetary egulationaspart ofeconomic policyembodiesa
political implementation of valuedVithin a democratic ruldoth are embedded in
institutions thateflect traditional values of justice and legitimgsgeScharpf 2012)

In the EMU, we observe the commaomarket and d@ationalization ofthe
member state currenciesmbined withthe strong formal protection of national\so
ereignty in the field of economic, budgetaand labour policies.

arhat European integration as we know it amounts in its corecto ec
nomic liberalization is closely associated with its constitutive-mi
match between the institutional range of political sovereignty and the
size of the integrated market; with decentralization of politics adinci
ing with centralization of markehaking; andwith the embedding of



national political institutions in an international market which exposes
them to pressure of regime competition, both forcing and enalding n
tional governments to push back demands for political &distortionO of
that marketO (Streed®99: 161162, translation S.M.

Although in the EMU economic policy formally still belongs to the member state
competences, it does not mean that it remains untouched by the dynamic ef integr
tion. The launch of the EMU changed the overall context ofhegoc policy in the
member states, whereas the costs of adjustment were different acrogS¢hemudt
2003; Becker 2014; Van Esch 2014; Wessels/Linsemann 2R88)me competition
increased by bothlgbalization and European integmat reshaped the cotitibns of
economic activity resulting in higherpressures on national economic and re
distributive policiegBell 2003; Overbeek 2012; Pierson 2001; Rodrik 2000; Rodrik
2011; Zohinhoefer 2009).iberalization asan attractive option fothe supranatioal
policies due to its requirement of a mininc@nsensugnegative integrationglashes
with the postwar modé of the European welfare stagterhich was designed to be the
shock absorber, providing a balance between the economic and the social.

Moreover, theproject of common currency set the priority of macroeconomic
stability and exclusively nominal convergenceer social policiegBell 2003; Blyth
2013; Fitoussi/Creel 2007; Forder 2004; Radice 2014; Underhill 2002) frare-
work of the EMU gnores the aspedf economic divegence across the member
states some of them strengthened their leading exporting positsince the launch of
the EMU, and the others gained access to a cheapeit brgdfailed to adjust, facing
both policy competitio and competition among the European enterpridesse ai-
cumstances increase the chances of an economic downturn in some parts of the EMU
(asymmetric shockq)Alesina et al. 2010; Beetsma/Debrun 2004; De Grauwe 2013;
Fatas 1998)The problem in the consiction of the EMU is thatwhile eliminating
sovereign currencies and having danflationary mandate, it leaves open only tlpe o
tion of internal devaluation of wages and cuts of the welfare spending, which is the
definition of austerity. The latter poles cause insecurities and unemployment, lead
to social tensions anpolitical instability, and shakie fragile structures of the EMU
endangringthe project of European integration.

This problem is especially well illustrated by the circumstances of the crisis.
The events after the financial crisis of 2008, revealing neglected divergenceland fai
ures of the EMU construction, resulted in lasting control over member state budgetary

and fisal policies The latterrestrics the democratic right of a population to define



both its budgetary strategy apdoritiesbased onnternally set procedures. A decfa

to European economic constituti@Bieling 2011)has been established exclusively in
terms of austerity and a stabilization state with inadequate involvement of national
parliamentgsee Auel/Hoeing 2014; Benz 2018jithout inclusion of social partners

and despite internal disagreement within the Cowfdihe European UnioThis cii-

sis das not only illustrate a dgemocratization process, especially due to increased
pressure on the member state democratic institutions and strong acceleragen of r
forms but is also a period where economic agenda became fixed on certain type of

economic policies, excluding othpolicy options from the discourse.

Literature review

Two branches of researtiat scrutinizethe questions of democracy are @sp
cially relevant for this thesis: firstheresearch on European integration with a focus
on democratic deficit and normative requirements fdemocratic European Union;
secondthe research orconsequencesf economic globalizatiorgspecidy the Euro
zone criss, for thedemocacies in the EU member states

There are numerouwsientific publications on th@pic ofthe democratic def
cit in the EU which is often linked to the debate on finality thie European inte@r-
tion (supranationalism versus intergovernmentalisfiglonka fairly notices thaa
democratic deficit partly results from the unclear arrangements, as it is not only hard
to control the EU decisiomakersbut alsodifficult to interpret the depth and ceer
of integration, especially for the ordinary citizens (Zielonka 200&2&inting out the
democratic deficjitscholars refeto weakness of the European Pamlent and simid
taneoslydecreasing powers tiie national parliaments (Pollak/ Slominski Z20Benz
2013; Auel/Hoeing 20214Sotiropoulos 2015; Wiesner 2016he unelected character
of the European Commission, poor participation in the European elections, weak E
ropean political parties, remoteness of the UnionOs denisiking and lack of pot-
ical competition within and among elites etc. (see Lord 1998; Schaefer 2006; Hix
2005; Haltern 2005Anderson 1999 A participating government gets some space to
avoid the democratic procedures, atige technocratic supranational institutions are
not directly legitimized.Some authors point out the fact that the European decision
making structurally withdraws fronthe critical and evaluative public scrutiny
(SchmalzBruns 2002: 291Karlsson 2001; Schmitter 2000; Calliess 20Bi&kerton
et al. 201%.



Additionally, there isa scientific discoursen the challenges that nationa-d
mocracies generally face undée conditions ofglobalizationwhere internationabr
supranational institutions and negotiations strongly influence and sometimes even
shape dmestic policies of a nation stafeholarsoftenargue in favour olemocrait
zation of international and supranational governandechjbugi/ Held 1995;
Dingwerth/ Blauberger/ Schneider 2011; Neyer 2013; Rodrik 2011; Sbragia 2005;
Schmidt 2003Haberma011). James Caporaso fairly pointed out serious failures of
OnademosO argumentation (Cagsw 2005: 59) that focuses thre lack of the lowest
degree of political trust, loyalty, and solidg in the EU(Kielmansegg 1996Grimm
1995. According to somescholarsjnstead of aransnational demoghat is unlikely
to appear anytime soon, one shotdadintwith andconsider a plurakt of transnatia-
al demoi (Abromeit/Schmidt 1998; Nicolaidis 2012; Cheneval/Schimmelfennig
2013).

However there isneithera generahgreement among scholars e deno-
cratic deficit in the EU nor otheways of fixingit. The arguments vary from necess
ty and possibility o comprehensive democratization within the EU (Karlsson 2001)
to there beingno need foithe furtherdemocratization, akegitimacy ofa regulatory
state is provided through its effectiveness (Majone 19@&ne scholars argue ia-f
vour ofagradual and incremental democratization of the EU, generally, after a nation
stateOs institutional pah but with regard tothe sui generis nature of the EU
(Schmitter 2000; Caéss 2005). Otheauthors refuse to acknowleddemocratic die
icit in the EU and regardts democratizabn asundesiredthreaing the efficiency
(Moravcsik 2002; Majone 1998pucha position clearly ignores that the concern is
not only abouthe democratictauctures of the EWut alsoaboutthe democratic -
cedures within the member statefich are transformed through their involvement in
European integratiofKohler-Koch/ Conzlmann/ Knodt 2004: @D). This transfo-
mation then results ithe losses in democratic quality thate not absorbed on the
EU-level (KohlerKoch/ Conzelmann/ Knodt 2004: 20@dditionally, Follesdal and
Hix argue that many EQseguldory policies in fat have redistributive consequences
and are therefore not Pareto imprau Oncewinners and losersan be identified, the
claim of efficiencybecomeselative (Follesdal/Hix 2006).

At the same timgthere is a growing scept&n among the authors thdgno-
cratic deficitin the EUcan be resolved throughe creation or strengthening of itle
ocratic institutions ofa nation state on the EU level (Cain 2005; Schmidt 0@6



other words, the introduced elements of participative demotraeogso farfailed to
secure democracy in the Hohler-Koch/ Conzelmann/ Knodt 2004: 224). Taer
fore, some research underlines tieeessity to search farnon-parliamentary legi
mization strategy (KohleKoch/ Conzelmann/ Knodt 2004: 224lhis approach is
also supportedby the generalcriticism of the contemporary state of democracy and
effective participation otitizens reflected irconfiguration (Mitgestaltung), protest
and the explicit authorzation of decisiormakers, whamust justify the dcisions in
front of the public (Abromeit 2004: 78)Some sholarsclaim thatin a democracy the
idea of representatiomlone(whenfair elections of representatives are considexg
the core of a democratic processg not able to providie sufficient level of legit
macy(Held 1995; Crouch 2008; see aldouffe 2008).

Deliberative models oflemocracygained some recognitionithin the scien-
tific debate,asthese models appear gait the mostregarding the sgxific of Europe-
an integration. Influenced by the languabeory (Austin 1985; Cavell 1979%Vitt-
genstein 200) theidea of deliberative democracy is strongly rooted in the concept of
popularsovereignty understoodas a radically democratic idea dhe mass engag
ment in poliics and aractive civil participation in shaping of the political context
(Habermas 2011; Habermas 1992; Tully 2013; SchiBains 2002; Gu
mann/Thompson 2000, Elster 1998; Eriksen 2007; Cohen/Sabel 1997; Neyer 2006;
Fishkin/Laslett 2003)Eriksen and Fossuargueon thetopic ofdemocracy radel for
the EUthat the Orequirements must be sufficiently broad to encompass the possibility
of nonstatebased democracy, and the most relevant forms oflstasted democracy
(Eriksen/Fossum 2012 he fundional representation appsao be essentialin a
highly heterogeneous poliffCohen/Sabel 1997While ignoring diversity and vat
tility, the existing institutionsof rule by majority can block important problem
solving possibilities through their uniform approg€lohen/Sabel 1997§0vernance
within the EU cannobe based oa command and contrddut has to operate withr-a
gumentation, convincing powend understanding (Joerges/Neyer 1998: 230).

Additionally to thediscussion of democracy and European integration genera
ly, there is research att@mmg to revealthe democratic deficit ircertainpolicy fields
especially where the EU aadnember state government shlrecompetences. Such
research also exists in tisase of the EMU, arguing mostity institutional and eo-
nomic terms. The criticla has been expressed regarding the institution and the ma

date of the European Central Bank (Andersen 2004; Scharpf 2012), transparency and



accountability ofthe monetary policy as well as its parliamentary overview (Jabko
2009; Heine/Herr 2004; Eichengre2010; Fitoussi/Creel 2007; Forder 2004; Brown
2010; Hueglin 2002)andfinally, the neolberal paradigm of the EC@&itoussi/Creel
2007; Dyson 2003; Schmidt @8; HSpner et al. 2010).

The discussion ordemocracy in the EMUntensifiedduring the crisis of the
Euro zone in 2010. Asistorically stepsforward in European integration hawdten
resuled fromsome crsis the current crisis also sets the dynamic and definesuthe f
ture of European integration in the long term (Bieling/Huettmanb62@ee B-
pler/Scheller 2013). The curredynamic ofthe crisis constitutionalism, meaning-re
definition of an earlier arrgement in societal relatiorterough introduction othe
new European institutional and political instruments in the period aé ecnanag-
ment (Bieling 2011; see Obermdier 2016),evidences in favouof both integrative
and disintegrative tendenciealthough the decisions have been made in order to
strengthen the integration within the EMU, the capacity to dblweootcauseof the
crisis, the effectiveness of those measures, and their ladgitiiacy rather sed
disintegrative trend (Scharpf 2013b; Schwarzer 2013; MByer2013; Puntscher
Riekmann 2016Schmidt 2013BSrzel/Risse 2018

Some authorattempt to dravsomeattention to the tensions betweeapitd-
ism and democracyespecially during the periods of economic crisis (see
Schaefer/Streeck 2013; Scharpf 2013; Mair 2013; Schaefer 2@aB)defined it as
an acutednsion between the demands of responsivenesthardemands of respo
sibility (Mair 2013: 14). In these ciramstanceghe policy-making routine of the
governmers is situated simultaneousiynderthe pressurs of citizens anaf markets
(Schaefer/Streeck 20189; Scharpf 2013

The Euro zone crisis magement and the legacy of those measures represent
a serious constraint fahe current andhe future governments (Scharpf 2013; Mair
2013). These constraints can be identifieddifferent important aspects of demaecr
cy. They resulted not only in the alening of the European Parliamemit also in
the growing power asymmetries among the national parliaments, almost turning some
of them into Osecond claps@iaments (Benz 2013; Auel/Hoeing 20Bbtiropoulos
2015. Simultaneously, the European Council gained power in a predominantly inte
governmental mode of the process asisr management (Wessé&shaefer2016
Bickerton et al. 2015 Both one of the most powerful constitutional courts in Europe
bthe German Corisutional Courtband the European Court of Justice failedne e



sure more operess,nclusion or even simply provide clear criteria of the legitimacy

of the crisis management measures (Everson et al.; 28E6also Wimmel 2014
HSing 2015. Comparing theesults of the public debates tre Euro crisis with the

other debates on European integration, Grande and Kriesi came to the conclusion that
despite the sensiity of theissue (having redistributive significance) and high-sal
ence the debates othe Euro crisiswereclearly not thebroadestaind the most inte

sive debate on integration (Grande/Kriesi 2015: 498)ominance of the executive
elites in the highly salient public debatestbaeEuro crisis prevented polarization and
stronger politicization(Grande/Kriesi 2015), failing to include societal actarsd
concealingherealdifferences in the appraches to the is mangementThe simu-
taneous Kization andirrelevance of national elections for implementatiomaster

ty haveserious implicdons for democracy in thmember statesying handsof the

newly electedgovernment and blockinthe policy change(Schaefer/Streeck 2013:1
Urban 2011)As scholars fairly argue Odemocracy depends on choice. Citizens must
be able to influence the courségovernment through elections. If a change im-go
ernment cannot translate into different policies, democracy is incapacitatedO
(Schaefer/Streeck 2013:1).

The previous research in this field is mainly based on the formal and-instit
tional aspects of cris management without due consideration to discursive factors for
the long-term legitimacy of the EU policies in economic and monetary sphdtes
also does not provide an answer to the questadimow it was possible that certain
measures were adopteddehow the idea of austerity coulde establisked as a gud-
ing principle ofthecrisis management.

The approachin this thesis aims to draattention to the unequal dynamic
among the EU member statdéisespecially castserious doubts on thaew that, if
decisions arenade inthe intergovernmental modehere eaclcountry has a repr
sentative and a formal veto power, those decisions are automatically legitimate and
democratic. Recently, the case of the EMU displayed how an attempt to make dec
sions throughan intergovernmental approach further increases asymmetries, instead
of providing a base for convergence. Also, in my opinion, the focus on discourse in

this research supports and further extends the democratic criticism of the monetary

! The existing research on discourse under the circumstantiesEairo crisis by Grande and
Kriesi is limited tothe creditproviding countries and focused on public debates
(Grande/Kriesi 2015).



part of the EMU, \ich so far dominates liye institutional aspectésee De Grauwe
2013; Benz 2013; Mulhearn/Vane 2008; Beetsma/Debrun 2@idhming up, the
approach here would provide a different perspective on democratic deficit in the EU,
locating the source of the diatf in-between the European and national levels af pol
cy-making. Strong divergence in discourse woeiddence thdlifferences in ew-

nomic policy realities and explain the lack of compliance and legitimacy as well as
sometimes highehurdles to the implaentation of European norms. It provides a
deeper look at the process ofdlemocratization in the EU beyond formal structures
and institutions, but wherthe dominating discourse on the EU level drastically limits
the possible policy options on the memis¢ate levelvithout takingthe full respons

bility for the policy outcomes

Research objectives and definitions

This thesis has two objectives. The fiosteis to reveal the mechanism and
nature of asymmetric power in the European Union through scrutinizing the case of
the EMU. The second objective is to identify the effects of such an asymmetry on
democacy and popular sovereignty the member stas. So, the maiquestion of
thisresearch ishow do the shift ofauthority,which isexpressed ithe realignment of
some competences between the EU and its mestders together witrsimultaneous
recognition ofsovereigntyunderminedemocracy?

According to the firshypothesis of this research, democracy in the EMU has
been undermined through the establishment of structures of the EMU, which ignore
different economic and monetary policy dynamics in the member states. These stru
tures have neither been the result@gistal consensus nor do they provide channels
for such consensus in future. My second hypothesis claims that the dominating EU
discouse failed to naturalise itse#ind was resisted in some parts of the EMU. The
consequence of such failure is distrust #ml loss of legithacy. It contains an el
ment ofcoercion whenthe existing antagosims donot find a resolution throughra
ticulation, but some meanings ai@ced upon some groups. It increases amasy
metry of power and further enforctee centreperiphery relations among the member
states.

In this research, the conceptualization of the EU as an empire of a new type is
adopted(Cooper 2002; Posener 2007; Zielonka 2(i&ling 2010).In this context,
empire means a polycentric polity, emplog northierarchical modes of governance



and recognizing its member statesflereignty (Bieling 2010)t is a complex form
of rule that governs its peoples by a combination of informal and indieghsyhile
simultaneously recognizing these peopleselsgoverning sovereign states. The la
ter implies that an empire often does not formally carry responsibility in the case of
negative policy outcomes. The interaction among actors within an empire happens on
the basis otonstitutional equality, yewithin the unequal tations of economic, @
litical, and legal power. Aatis whyit is described as amyymmety. The lattermeans
an unequatonstellationwvhere arunequal capacity of the member states to influence
and push through the agenda on theopaan level can be sérved. Througkthe Ei-
ropeanmodes of governancewhich coexistogether with those of the member states,
it is possible for empire to achieve the desired degree of policydmésation or d
vergence.

In this researchdemocratic sovereignty is understoodtasultimate location
(act of locating)of final decisioamaking authority irthe citizens on the principles of
humanseltdetermination and edecision.Democracy can be broadly defined as the
governance of peoplegovernance through people, and governance for people
(Schmidt 2006; Neyer 2013: 28ff). It is not something stable, being set once forever,
but rather dynamic, depending on institutions, events, and discéaseo closdy
linked ideas both democracyand democratic sovereignty locatiee competence to
decide about the content of policies in the n@gsulation.Yet, while the concept of
democracyprovides a institutional andprocedural fram&ork for application of
democraticsovereigty, the latter reggsents a broader concept relating legitimate rule
to thedeliberate exercise of political freedom and humandstiérmination.

The European Union is certainly a specase forthe democratic theory, and
the academic discussions on the featuresragdirements of democracy in this case
continue(as mentioned abovefrom my point of view, the democratic problem in the
EU should not be reduced to institutional and procedural aspects. In this thesis, dem
cratic governance is understood apeaceful poceeding of differences with legit
mizing outcomesMoreover, @mocracy preserves its vitality out thiesedifferences
in opinions which also represent tloeeativeelement of the democratprocesyCo-
hen/Sabel 1997; Neyer 2006; Gutmann/Thompson 200@yefore, furality of opin-
ions andthe decisionsemerging fromsuchplurality representhe cornerstone ofed
mocracy. The latter depends on the will expression through an open iiscuss
Through democratic procei®e canmunicative exchange within tipdurality ends in

! Il+



a decisionwhich shoutl represent a consenswsat least @ompromisgThaa 2007,
see Schmidt/Radaelli 2004; Gutmann/Thompson 200®) difference is supresséd
adiscoursds closed fothe new elementdn this case it usuallgomnates claiming
to presenthe only universalruth. Then the decisiorsre not made by peopleyan
morebut are forced upon them (by politicians, negotiatietes).

Due to the historical and cultural differenceg Buropean Union will remain
a space of discursivdiversity, which should be chanted within a political system.
Moreover, | think that the economic policy field deseraspecial attention in regard
to thedemocratic aspects. It is harder to identi§mocratic deficiin this fidd clearly
from a formal or institutional point of vievdyson underlines:

OAs a multicultural phenomenon the EMU embodies a set of
common beliefs about what is a Ostate®, what does Osovereignty®
mean, and what is to be understood under Oto make Eur@ zone
success storyO and how should Opowerd be exercised. Without
consideration of this cultural dimension it is impossiblere e

tirely capture the constitutive manner,which the EMU infu-

ences the member statesO (Dyson 2003: 463).

Following the logicof deliberative democracy, it is argued here that some type
of deliberation among communities rather than individuals could potgntate
place wthin the EMU An attempt to assess the inclusiveness or exclusivendiss of
discourse on th&U level in terms of responsivendsgheideas, values, and pepee
tions in themember states is undertaken in this thasgg the criteria of represent
tiveness and contestationtbe discourse on the EU level.

So, the democratic pcess agecognition of democratisovereignty would
ensure the integration and proceeding of differences within the deaisikimg, am-
ing at reaching a consensuis order to check thbBypotheses above, twase stuigs
b of Germany anadf Greecebare undertake in this researchiThe case studies an
lyse both the established modes of governance and the legitimating discourses over
time as twomain elements of economic policy embeddedness. It is necessary to u
derstand the modes of governariexause they contexlize discourse, helping to
identify the main actors and stakeholders as aglheir relative formgbower. In its
turn, discourse analysis informs us about the traditional valueshardbminating
concepts of justice. It can also signal either value transformation (and naturalisation of
certain concepts as OrightO) or continditiditionally, the case of the EMU repr
sents the framework on the European level, which is necessary faralysis. The
case studies and their contextualization within the framework of the EMU provide a



base for comparison both between each other and between the national and<the Eur
pean dimensiong his analysis enables tles®ssnent ofwhether omot the cotested
realities enjoy equal channels of representation on the EU level. It is also expected
that the cases display differencegich are neglected in the institution of the EMU,
making compliance and legitimacy lower in socases than thethers. As metioned

above, he imposed implementation of one policy vision, despite the conflictdn
ferences, would further reflect ttesymmetric power anthe centreperiphery red-

tions among the member states.

Structureof this thesis

This thesisconsists of amtroduction, sevechapters, and a conclusion. After
this introductionchapter one is intended to provide a brief overview about the main
approaches to the European integration phenomenon and to specify the approach
adopted in this research. In paraligde issue of democracy in the EU is discussed
there. The chapter proceeds from the classical theories of Euriopegration (part
1.1), which describe the EU in terms of supranational or intergovernmental a-ganiz
tion, to more recent approaches, dapgrfrom statecentred approachesdattemp-
ing to describe its nature with the focus on consistent multipliti®). The second
half of this chapter is focuseoh the conceptualization of the EU as an empire of a
new type describing its features, maglef governance, and democratic aspects.

In the second chapter, the concept of popular sovereignty is discussed}, inclu
ing its origins, functions, and forms. The main purpose of this chapter is to provide
the definitions and explain the links between thentral concepts of ih thesisb
democraticsovereignty, democracy, and legitimattyalso explains why certaicrite-
ria of democracy were identified as crucialtbe EU level Part 2.1showsdifferent
facets of sovereigntgind proves the dependencelad meaning of popular sovereig
ty on the context of its usagén the part 22, the concepts of legitimacgemocracy
and democratic sovereignty are discusSdutht part outlineshow theseconcepts &-
late to onearotherin a politicalsystem.Part 23 grasps the understanding of demo
racy as proceduralized poputavereignty in the concept of deliberativerberacy

Chapter thregresents the methodology implemented in this resedmwb.
case studies armhanalysis of the EMU are conducted in thiseaagh, whereas each
of them is based on two pillarthe context of governance and discoujiseth are
considered essential ftine legitimacy). While the sectioron contextof governance
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analysesnain actors, their interactiorgndthe balance of power itheeconomic pb

icy-making field, it outlines theolitical context that is important for poligyon)

adaptationThe context is also cruciébr a better understanding of the discourse.
its turn, the discourse analysis givesansdea abat the Oregime of truthO in o

tional andthe Europeardiscourss.

The fourth chapter focuses time integration within the European Economic
and Monetary Union (EMU). First, the challenges to economic policeunond
tions of globalizatiorand the overalltransformation of this policy field due to gldba
ization are described (4.1). Globalization and liberalizationgguimmense pressure
on the regulative and redistributive policies of a governm@assen 2008; Rodrik
2011; Held/KoenigArchibugi 2003).As a result, it also transforms the sociabrel
tions in a state. It is important to mention here that globalization is as much externally
driven as internally, byhe domestic actors. Second, the financial dimension dj-glo
alization is consided closely as well as the question of why the European setes d
cided to unite in the EMU (4.2). Third, the institutional dimensiontardnandate of
the EMU arepresented briefly (4.3pefore the final pardf the chapter presents the
analysis ofthe European discourse on EMU (4.4} is argued that the democratic
problem of the EMU lies not only in the lack of accountabilityhe ECB, its isa-
tion fromthe derelopment of the real econonaydfrom the socieeconomic context
but also in its fixing ban agenda in exclusively neoliberal terms, which are claimed
to be universally OrightO.

Chapters five and six are the case studiessermany (Chapter 5) anof
Greece (Chapter 6Yhese cases are considered as most different cases, whxeh is e
emplified in that sincethe launch of the EMU Germany has been policy OgiverO,
while Greecéhas been OreceiverQ; their previous monetay @olperience is often
describedas OsuccessO and OfailureO correspondingly. Moreover, the two countries
differ in their ecoromic structuresand, consequentlyconceps of economic policy
and the degree of intervention by the stdtieerefore, these cases posdbspota-
tial for conflict and antagonism, grounded in thastorical and soci@conomic &-
perience. Both case studies regard the conduct of economic policies before the EMU
as well agshemodes of governance atite dominating discourses within two periods,
1997 to 2000 and 2010 to 2015.

In the seventh chaptethe findings from the case studiare compared and

further discussed frora democratic perspective. First, the chapter attemptsrte co
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pare the discourses, showing the main points of tension. Second, it locates democratic
deficit in the power asymmetrieg his chapter elaborates on hovgpensive and ¢o
tested the discourse on the European level is, and if it is able to ensure sustainable
levels of legitimacy in the long term.

Finally, the last chapter presemit® main conclusions from the analysis. #t a
tempts to place this thesisthin the existing scientific research on the subject, ident

fying its maincontribution and limétions



Chapter 1: Approaches to European integration
1.1. Supranationalism vs.Intergovernmentalismand the debate on democracy
in the EU

Europearnintegration refers tohe process of legal haonization and transfer
of certain competencies to supranational institutions completely or partly. Dise to
structure and functionst is not possible to classify the EU either as aomastate or
as a classicahternational organizatio©n the one hand, ususthte structuresan be
identified as its corpus. B, onthe other hand, their functioning is seriously san
formed and a groumf supranational institutionappearwith their functions, logic,
actors powerpotential etc Consequently, the picture of what a member state exactly
is and of scale and depth of integration becomes blurred and hard to interpret.

There ae a number of approaches tihalve been developed for the stunf
the European integration phenomenon. Generally, they can be divided intoasupran
tional and intergovernmental theories, depending on whether or not an appmeach u
derlinesthe importance and potential sfipranational institutions or state actors. In
the following, some central assumptiongtod dominating approaches the analysis
of European integration and some attempts to assess democracy in the EU, based on
these approaches, are briefly presented.

The supranational approach supports the argumenthid&U authority un-
dermines state sovereignty. Accordingthe literature on European integration; s
pranationalism is either a common term for 4figactionalism, institutionalismand
other approaatsthatunderlinethe supranational nature tiie EU or itis specifically
associated witthe work of Alec StoneSweetand Wayne Sandholz, representing a
fusion of mainly two theorie® necfunctionalism andhe historical institutionalism
(seeStone SweeBandholz 1997)In the necfunctionalist tradition, supranationat-a
tors are regarded as autonomous and possessingtesdfst. Integratiostarts in ce
tain policy fields wherethe resistance would be weakard increasingly spills over
into otherpolicy areasdue to the functional linkage (Rosamond 2000). Some policy
areas are regarded as rather techr@ndare easier to integrateecause of their low
politicisation. The nedunctiondist spillover hypothesisuggest that integration was
a linear, progressive phenomenamce it islaunchedthe dynamics would be set in
place to continue the momentum (Rosamond 2000: 63). Some scholars claim that s
pranational governance happers necessarily accompanied the shift in identii-

cation within various interest groups, but rathas supranational authorities acquire
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competencies angloverning capacities in sonpelicy fields, they also become @ap

ble of limiting the space for action of other actors, including the member state go
ernments themselvégBollack 2003)This argument claims that, especially in the-ar

as where the Edihstitutions possess competences, they are able to push their agenda
through despitethe resistance fronmthe member statesMoreover, the role othe
transnationahongovernmental actors, such as interests groups, enterpnskkink
tanks, is taken into consideration within supranationalism from the following perspe
tive: they have not only the option to influence theitioraal governmentdut can
also engage ith the supranational actors directly (Pollack 2003). Thus, integration
process is believed to develop s#yinamic, especially througie path-dependency
claim, which originally emerged withithe historical institutionalism. According to
the pathdepenéncy, an earlier decision strongly influendleslater ones, and Oonce

a country or a region has started down a path, the costs of reversal are very highO
(Pollack 2003: 140)Postfunctionalism differs from neofunctionalisas the former
foreseeshacklashof integrationto result from the feedback processather thama
spillover and patidependencéSchimmelfenni®z018 Hooghe/Marks 2009 The fo-

cus of postfunctionalism is placed on politicization of integrationtaagbublic dis-
course, whicthave capacity to put pressure for less integratibhnis approactesge-
cially drew attention of scholars ithe couse of the EMU crisis. lWwever the as-
sessmenbf the achieved degree of politicization and its outcomes differ significantly
among the scholars (comparérBel/Risse2018and Schimmlefennig018.

Stone Sweet and Sandholz agree with the argumenthinaational goven-
ments have their own ideas aintkrests in the integration procebat also claim that
the latter cannot control the integratianymore, asomeprocesses are put forward
by the supranational actors (NSlke 2006: 145ff). Supranationalism implies either pool
or (partial) transfer of nationaovereignty, understooas stateOs independent 4aw
making capacity grounded the popular authorization, amdises the question o$4
gitimacy of the policiedriven bythe supranational actors.

According to intergovernmentalism, integraticemains an intestate matter
wheregovernments fully control the process and, thus, preserve national sovereignty.
The basic assumption dghe classic inergovernmentalism (represented among others
by Stanley Hoffmanjs that European integration is nghapeckitherby the interests
of the transnational et or by the supranational actordsut by the national interests
and policies othe national governmnts, which protect the core thie sovereign pb



icy-making. Thisapproach describestate a willing to reducets relative uncertar
ties andchoosing its strategies dependingtbehistorical context (Bieling 2006: 94
98). In these terms, European integration is considered to be just a -better
institutionalized form of international relations, which is actually aime@reproc
ingO national sovereigniBieling 2009. Therefore, this perspectiwtrongly margi-
alizesthe supranadnal institutions

Particularly, the liberal intergovernmentalisnassociatedvith the ideas iad
research of Andrew Moravcsik interesting in this regard. Moravcsik poses asgue
tion in The Choice for Europavhy have sovereign governments in Eurogeeaedly
chosen to coordinate their core economic policies and surrdredssvereign prerg-
atives within an international stitution (Moravcsik 1998: 1)? Théberal interge-
ernmentalism integrates the idea of international interdependence, which demands
integration and Odelegation to supranational organizations capable of acting against
the short term preferences of governmentsO (Schimmelfennig 2003: 80). Qimultan
ously, Europeaimtegration provideshe state executives with institutionahd infa-
matioral resources, whichelp them to wakenparliamentary control anildosen the
grip of powerful domestic interest groups such as trade unions (Schimmelfennig
2003: 81). From this point of view, integration is necessary for strengthening the
state. Accordingo Moravcsik, national interests are not defined througipgktical
concerns of a stateut rather through thprocess of domestic prefereroi#ding in a
state.Thus, the relevance tiie domestic politics and isstgpecific preferences difie
domesticinterestgroupsrepresenthe main difference between the classic intergo
ernmentalism and the onetime liberal interpretation of Moravcsik (Schimmelfennig
2003: 80, see also Pollak/Slominski 2012: 62).

Although Moravcsik does noteglect the other fagts thatcertainly contribtr
ed to support for integration, he underlines the primacy of economic intésests
Moravcsik 1998 More gecifically, his hypotheis focuses on two reasons thpab-
vide support for integration: the commercial interestghefpowerful economic -
ducers andthe macroeconomic preferences thfe ruling governmental coalitions
driven from the changing structures of the global economy (Moravcsik 1998: 3).
Therefore, economic elites are seen as the key acEuropean integratioespeci&
ly within the established economic organization, representing three biggest gectors
industry, agriculture, and services (Steinhilber 2006: 179).



The relative power othe nation states is reflected in asymmetrical ingerd
pendence and isignificant for thenegotiation process. Moresik locates hisexpla-
nation ofintegrdion in series of rational choices madethg national leaders:

OThere were important distributional conflicts not just within states but
among them. These interstate confligtere resolved only through
hard interstate bargaining. <..> The outcomes reflected the relative
power of state® more precisely, patterns of asymmetrical ingerd
pendenceO (Moravcsik 1998: 3).

Recognizingthe need to constrain and control each other, gowents opted fomk
creased credibility of commitments through the pooling and delegation of national
sovereignty to international institutions (Moravcsik 1998: 9).

Recently scholarshave attempted to update the ingevernmentalist theory
includingthe features of European integration thia¢écame especially prominent in the
circumstances of the EMU crisis. Thew intergovernmentalism is conceptualized as
a distinctive phase of European integration sieastrichtwhere integratiomns pu-
sued through intesified policy coordination between the member staed power
transfer tothe traditional supranational bodies (mainly, the Commission and the
Court) is avoided (Bickertoet al. 2015: 704). e authorshighlight Oan absence of
supranationatlecisionmaking as typically framed by the Community methcaitl
that certain behavioural norms, namely deliberation amasensuseeking, becae
ordinary operative norms for the EU (Bickartet al. 2015: 706). It iargueal that
Opreference formation&&U integration are not neatly separatedgace and timeO,
but E integratiorOhas become increasingly shaped by pressures occurring within the
processes of preference formation, creating a more dynamic and unstable set of rel
tionships between domestionstituencies, member state governments, and EU pol
cies and institutionsO (Bickerton et al. 2015: 707). Additionally, the separation b
tween high and low politics becomes blurred (Bickerton et al. 2015).

Bickerton, Hodsopand Puetter point odihe de facto expansion of EU activity
despite itsformally stable constitutional features (Bickerton et al. 2015: 703). The
central thesis of their collective work tisat Omember states pursue more integration
but stubbornly resist further supranationalismO (Biokeet al. 2015: 705). Attertp
ing to explain this Ointegration paradotk@ scholars consider the differences in the
political economy before and after the Treaty of Miaetst. According to themdif-
ferent political bargains between competing sociatdsron the national level resul

ed in rigid and implacable intergovernmental relations on the European level in the



1950s and 1960sandtheincreased intrdEuropean competition led to more defensive
positions ofthe member states in the 1970s. Tharmloment of the postwar ee

nomic consensus amnvergence ahemember stag) preferencesésonomic pb

icy aspects in the beginning of the 1990s resulted in the Treaty of Maastrichtr{Bicke
ton et al. 2015: 708). The second part of explanation of theg@itbe paradoxO by

the newintergovernnentalismrecognizsthe constraints and challenges faced by the
elites mainly due to the crisis of representative politics (Bickerton et al. 2015: 709ff.).

It is argued that the Opddnastricht political developments, particularly the growing
fragmentation of societal interests and the demise of the permissive consemsus, ha
led to an uncoupling of poliegnaking from national politics which often leaves- n
tional elites at odds with the wishes of their domestic constituenciesO (Bickerton et al.
2015: 716). Such circumstances pushed the EU towards Oexecutive federalismO and
(Gnade governments wary about their involvement in-Baropean policymakingO
(Bickerton et al. 2015: 710). Therefotae new intergovernmentalism clearly rgeo
nizes the issue of legitimacy. The scholars claim that Ode novo bindiesQingly
emergebecaise the member states, facing the difficulties in terms of public jastific
tion and legitimacy, avoithe delegation of authority to traditional supranatiomal i
stitutions such as the Commission and the Court (Bickerton et al. 2015: 716)- Gene
aly the newintergovernmentalism points out the growing influen€énformal pol-
cy-making thatallows anescap fromOmany of the legislative frameworks thatreha
acterized supranational lawmaking beyond the nation stateO (Bickerton et al. 2015:
717).

Supranationadim is not convincingn thecaseswhere, for instance, a measure
was blocked in the Council despitee support for this measure from the side of the
Commission and other supranational actoleither does supranationalismplain
the stopandgo character of European integration. Intergovernmentalism (both classic
and liberal)fails to explain the full dynamics of the integration processause itg-
nores the development in the first piflagspecially the power of theutbpean Court
of Justice(Schimmelfennig 2003: 82). Also, the new intergovernmentalism deserves

some criticism. Firstalthough it is true that the European Commission was notfsigni

% This was the case when the Council of Ministers refus@ditsanctions on Germany and
France fortheir violations of the Stabilit and Growth Pact in 2003 thags followed by
amendmenof the Pact in 2005.

® The pillar system was formally dissolved with the Treaty of Lisbon
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icantly empowered as a resulttbe EMU crisis management,ithfact aloe does not
evidence in favour othe decreasing significance of supranationalism. In other words
the fact that supranational institutions, especially the Commissave been wéa

ened, does natecessarilymean that the EU as a whole became more intergov
mental (Schimmelfennig 2015: 724). Schimmelfennig points out thatcballedde

novo bodies generally are not less autonomous than the Commasibthey cm-

bine both intergovernmental and supranational features (Schimmelfennig 2015: 724).
In fact, it is possible that ware obsering a new type of supranationatiswherea
coalition of supranationaictors rather thatihe Commissiomlone deciden the poli-

cies in all member states. Sughoalition could potentially include both supranatio

al actors (such as the Commission and the ECB) as well as some memberstate go
ernments (which are simultaneously domestic and European actors).

Second, the claim dhe new intergovernmentalism that the intensified policy
co-ordination Ohas been possiblesese of the deliberative and consensual quality of
EU decisioamakingO (Bickerton et al. 2015: 704) ighiy controversialBickerton,
Hodson and Puettefurther argue Odeliberation and consersemsking have long
been taken to be the behavioural halksaof supranationalism, but in the post
Masstricht period they imposed themselves as dominant norms regulatingathe rel
tions between national actors. We see this in theepri@ance of the European Gou
cil P a deliberative and consensnsilding body par xcellenceO (Bickerton et al.
2015: 704). Although the authors do not explain in detail what exactly is understood
under Qieliberatioin their article, in my opinion, the example thie EMU crisis
management over time illustrat@ack of deliberation ashconsensubuilding capa-
ity, mainly due tothe existence of stronger and weaker actorscoalitions and
asymmetric calependency among the member states. In thaetauthorsO claim af
decreasing sigjficance of vetoes and eputssincethe Maastricht because tiie Of
tachment to deliberation and consensusO (Bickerton et al. 20180F0deems to be
misleading too, as it might not be due to deliberation but due to astnurco
dependency a veto oran exit come at a high costfor someactorsand therefore,
representhe less attractive dpn. In reality, deliberation and conssusalwaysco-
exist with veto, exit and exclusion threats throughout the pdsiastricht era
(Schimmelfennig 2015: 726).

Moreover, if the authors are right@li deliberation and consengngilding as

a behavioural preferenoghy thendoesany aspect of Keynesianism quickly become
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a tabu on the European levelthe case of the EMU? For example, Schimmelfennig
drawsattention tathe Oconsiderabliatergovernmental conflict about the institutional
design of monetary unionO and Othe role that asymmetrical intergovernmental ba
gaining power played in shaping the institutional design of monetary union (and fiscal
policy)O (Schimmelfennig 2015: 728).€Fkfore, bottthe formulation of the Oist
gration paradoxO and the claim of deliberation as a poiking preference within
thenew intergovernmentalism ignore the existing difference across the member states
and substantive (ideological) aspects of accete policy field. Finally, Sch-
melfennig points out that Onational executives are differentially constraineddsy Eur
sceptic publics and parties depending on the country and policy; this has edually di
ferential implications for their institutional perences and bargaining power at the
EU levelO (Schimmelfennig 2015: 728).

Concerningthe democratic deficit in the EU, this topic msainly focused on
the criteriaof accountability and representation. There are a variety of opinions on its
existence, lod#on, andthe ways of solving it.The definition ofdemocratic deficit
really depends on how a scholar understands the European, s nature, and its
goals.

Summarizing the academic debate on legitimate rule in the European Union in
the 1990s, Schimmikéennig pointed out the main dilemma between the requirements
of socal legitimacy {nput legitimacy) and opolicy efficiency output legitimacy
(Schimmelfennig 1996: 6). Howevenftenwithin the framework of European et
graion both principles canndie inplemented at the same time. The debate generally
hasa strong focus on the criteria and features of democracy known from the model of
nation state thoseauthorswho consider democratizatioss desirable also recograz
the lack ofa common European identity, solidarity, and civil society as the niain o
stacles to the democratization of e (Schimmelfennig 1996: 38).

Schaefer provides an overview of the debate on democratic deficit in the EU
by attributing the authors to one ofufopositions according to two criterithe real
possibility and desirability of democratization of the EU (Schaefer 2006; see table 1).

According to the optimistsO position, democratic deficit in the EU is located
mainly in the lack of input legitimacy.hE scholars here focus on the necessity and
the real possibility o€ollectivesearch for solutions, including public debate and-scr
tiny (Karlsson 2001; Schmitter 2000; Calliess 2005).



Table 1: Approaches to democratic deficit in the EU

Democratization possible
yes no
Democratization  yes optimists pessimists
desirable no apologists fatalists
Source: Schaefer 2006: 351

For exampledemocraticdeficit on the EUlevel is realbecause the EU undermines
democratic processes and interests in the member states (Haltern 2007ALS36ff).
cording to Halternfirst, the parliamentarism and legislative powaesweakened for
the benefit of executive brunch of power. Secahd,nationaljudicative control is
alsoweakened througtine European regime. Third, it undermines substantial political
interestswhenthroughthe majority voting a member state can be subordinated to a
majority of the conservative governments, although its peoplkedvior a left go-
ernment (Haltern 2007: 14Mdditionally, the control capacities of the European-Pa
liament in spite of several reforms remain moderate (compared to the otherasupran
tional bodies) (Pollak/ Slominski 2012: 18XBspecially during the period of the
EMU crisisthe European Parliament has been excluded from intergovernmenital dec
sionmakingwhen crucialdecisions have been ma@#iesner2016). An attempt to
strengthen the parliaments through the Lisbon Tratyambiguous ralis (see for
example, Bing 2015; Sotiropoulos2019. Due to institutional barriergshe negative
integration and deegulation certainly dominate in the EU, creating an asymmetric
biasagainst the positive integratiomMoreover, the strength of the ECJ ahd Euro-
peal case law extends the ghptween negativand positive integration, leadingpt
only to imbalancebetweernthe European and national policibst alsobetween social
and libeal policy goals (HSpner et a82010: 345 see also Fitoussi/Creel 2007; Dyson
2003; Schmidt 2003

The pessimistic view recogmg theexistence of democratic defibut ques-
tions the possibility of democratization, mainly due to lack of commortiigehat
would enable solidaritylntegration within the EU does not-ceeate the chain of
identity-solidarity-democracyon a European levelSchaefer 2006: 354; see also
Kielmansegg 1996; Grimm 1995l fact, empirical research has proven national
identity to remain strong and resistafiiropean identity remains weak compared to
national, regional, and localentities (Schaefer 2006: 366).



Apologists consider democratization of the EU on the input side unlesira
asthe requirement of passing throughddmocratic and legitimising channeisuld
damage the effectiveness of policies on thel&kg¢l (Schaefer 2006). These authors
describe national politics as full of obstacles and blockades, which hinder impleme
tation of necessary reforms. For example jovla advises against evaluatimgpno-
cratic deficit of the EU according to nation sta®ndards claiming that non
majoritarian standardsould be more suitable this casgMajone 1998). From his
point of view, the delegation to independent regulatatharities would be suff
ciently justified undetthe conditions in which the assigned tasks are precisely and
narrowly defined, and nemajoritarian sources of legitimacy such as expertisg, pr
cedural rationality, transparency, and accountability by estdt fulfilled (Majone
1998: 28).Andrew Moravesik generally regards thehanges connected itategration
as incremental and not touching upon national sovereignty (Moravcsik 2002: 603ff).
He lists a rowof constraints thantegration and Ebinstitutions must face daip-day
(Moravcsik 2002: 607ff). First, he points out the restricted aaenxies of the EU by
treatiesand its focus omhe crossborder economic activity. Second, he mentions the
lack of fiscal, administrate, and legal authority of the EU as a significant restriction
to the expansiorof its policies. Third, he outlinesertain procedural constraints such
as unanimity, multlevel decisioamaking structure, and plural executive. Moreover,
the EUactivities ae democratically legitimized through control of integrationthos
democratic governments. His last argument to this point: Osome, finally, maintain that
the EU lacks democratic legitimacy not so much because it stifles political prticip
tion, but becausés policies are biased against particular interests consensually re
ognized as legitimateO (Moravcsik 2002: 6HBre he reacts tdhe criticism of a
necliberal bias in the B policy-making byexplaining:first, there is little evidence
of a race tohie bottom concerninthe welfare spending becausthe level of social
welfare provision rmains relatively stableoravcsik 2002: 618)Second, even if
such a race to the bottom would take place, there is no evidence that it is the-EU dri
ing the socialprotection downward (Moravcsik 2002: 618hese arguments were
proved wrong incourse of the Euro zone crisishenimplementation othe reform
programsdemandedy the actors othe European level directly influencéue wel-
fare provsionsin the membestates affected bjhese measureMoravcsik thercon-
cludes that additional democratic and legitimizing mechanisms are notramyes-



sarybut even undesiredecause they would slow dowime decisionmaking and -
creasdheefficiency (sealso Merkel 1999: 45).

Finally, in the perspective of fatalistsore participation would not onlyne
danger the efficiery of the EUbut also the project of integration as a whole. These
authors regard the EU as a concordatemocracy basedn consensus dmegota-
tions rather than decisiomsade by majority. Democratic deficit would therefore be
existential for th€eU (seeSchaefer 2006).

The positons of apologists and fatalistdviously ignorethe danger of de
democratization othe national politicalinstitutions. They often refer tothe veto
rights ofthe EU-member governmentss an important topenabling thecontrol over
integration and legitimacy of theEU derived fromdemocracy within the member
states. However, this argument éisputableason the EUlevel the decisionmaking
by a simple majority in the Council procedly would be more democratiReacting
to MoravcsikOs neglect of democratic deficit in the Edhler-Koch, Conzelmann
and Knodtarguethat the issue is not about democracythe BJ compared to the
member statesdt is in the fact that the democratic procedures in the member states are
undermined through their involvement in European integration, and that these losses
in democratic quality are not absorbed on thel&k¢l (Kohlker-Koch/ Conzelman/
Knodt 2004: 200). The latteargument issupported by moreecentresearch orthe
role of national parliamesin the times of Eur@one crisis (Auel/Hoeing 2014Alt-
hough with the Lisbon Treaty the controltbk national parliamentsver integration
has been formally strengthenele decisionmaking inthe circumstances ahe Ei-
ro-zone criss in fact undermined the position othe national parliaments
(Auel/Hoeing 2014 see also Benz 20)13Decrease in power dhe national park-
ments was accompanied by strengthening of the executive.

Moreover, scholars argue thtae normative changes in the institutional design
of the EU, such as direct election of the Commission or increase in power of the EP,
will not be capable of solving thdemocratic dilemma. Thereforehese scholars
highlight the necessity to search for a rAmarliamentary legitimization strategy
(Kohler-Koch/ Conzelmann/ Knodt 2004: 224). In other worlth®, introducedele-
ments of participative democracy on the EU levefa haveclearly failedto make
the EUmore democratic. Despite the growing influelmé¢he EuropearParliament,
citizen participation has remained low. Therefore, the focisloblars insearch for



the forms of democracsuitable forthe EU slowly shiftsaway from the institution of
theEuropean Parliament (Schaefer 2006: 364).

Regarding the output legitimacy atite necessity to preserve the capacity of
theregulatory institutions to remain efficient throutjteir isolation from thesocietal
pressues, the question must baisedof how shouldefficiency be defined and mea
ured if reaching the goals in one policy area limits the chances to succeed iaranoth
one. For exampleschaefer demonstrates that the case of unemployment coederns
izens across thmember states, btihe EU is seen asthreat rather than problem
solving framework (Schaefer 2006: 369). MajoneOs focus on the output legitimacy
would becorrect if itis assumed that policies on the EU level are exclusively Pareto
improving (meaning that everyone is better off as a result), with {gistebutional
effects (Follesdal/Hix 2006). Folleddand Hix argue that in praxisis hard to dist-
guish between efficient and redistitive policy decisions, as both features caerof
be observed simultaneouglyollesdal/Hix 2006: 542). A number tife EU regulab-
ry policies have redistributive effectsvhere winners and losers can be identified
(Follesdal/Hix 2006: 543). The dynamic of the Eaame crisis especially shows how
contoversial the issue of &fiency actually is. Schaefer argubsit:

OAlso nedecision thathas redistributive effect must be legitimated.
The dilemma of the EU is that it does not possess enough legitima
for the positive integratiobut the status quo is already beyond distr
butionally neutral regulationO (Schaefer 2006; &&@slation S.N.

Follesdaland Hix underlinethat even the OthinnestO theories on democracy consider
both contestation for political leaship and argumerttver the direction of policy
agendao be essentially importaifEollesdal/Hix 2006: 533)Therefore the authors
consider competition for control over political authority as theelsiwequirement of
popular rule thais yet absent on the EU level.



1.2.The new polity approache®demoicracy vs. reonceptualized empire

1.2.1. European demoicracy

The debate on the requirements and framework for democracy in the EU is
closely linked to the understanding of the nature of tbeak a polity. Whilen the
1990sobservers still believed in a possibility of the EU becoming a type of federation
in the near future, these expectationststhdisappearing sindbe failure of the Co-
stitutional Treaty in two referenda i®@5. Again, scholars wepizzledby the qus-
tion of how to provide accountability and representation in a #ayél system with
diversity and little (or no) perspective of emergency of a strong common European
identity. In the current debate, we obseawdeparture fronthe statecentric demoa@-
cy models towards more @entralized new models of democracy. There is a tende
cy to conceptualize the EU beyond the concepts of nation state or some type-of fede
ation: agonistic pluralism (Mouffe 2008 ;ompound democracy (Fabbri@iD11),
transnational democracy (Bohman 2J04lirectly deliberative polyarchy(Co-
hen/Sabel 1997; Sabel/Zeitlin 2012); multilateral democracy (Cheneval 2011).
Moreover, there are attempts to conceptualize the EU as a new form obatiath
certain spcifics. The followingpart of this thesis ifocused on the concepts of de
oicracy ancempire, aghe latteris central for this research. These concepts havie sim
larities and are botbased on the assumption of the EU being a polity dfiphe
demoi Qaions with multiple identities. Nevertheless, there is atsacial difference
between theséwo concepts, and the reason why one of them hasdukgted in this
research lies in this difference.

So, the central characteristic of demoicracy is diversifigolaidis defines
demoicracy as follows:

OEuropean demoicracy is a Union of peoples, understood both as states
and as citizens, who govern together but not as one. It represents a
third way against two alternatives which both equate democracy with a
singe demos: as a demoicragythe-making, the EU is neither anJ

ion of democratic states as Osoverelgntlstso would have it, nor-a Union
asa-democratic state to be as OfederalistsO would have it. Addnion
demoicracy should remain an opemded process dfansformation

which seeks to accommodate the tensions inherent in the pursuit of
radical mutual opening between separate peoplesO (Nicolaidis 2012:
254).

While the EU remains Ofragmented in terms of collective identity, public spheres and
intermediary pbtical structures@QCheneval/Schimmelfennig 2013: 337), the EUiol
ty should be basedn accommodation of differenceather than homogenisation
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through harmonization (Nikolaidis 2013: 351). Demoicracy represehixizontal
transfer of sovereignty beter the demoi and thir representative institutiorend
therefore promotestransnational opening of d®cratic systems to each other
through Osharing, pooling, enmeshing, but not unifyingO (Nicolaidis 2B It
standsfor constitutional pluralism andonstitutional tolerance through mutual rgeo
niton of popular sovereignty by peoples (Nicolaidis 2012: 248;
Cheneval/Schimmelfennig013: 340). Nicolaidisnentionsthree core norms of de
oicracy: transnational netominaton (respect of mutual autonomyputual recogi
tion (Oreferring to the entire realm of social interactionsO and based on citizensO Oi
formed curiosity about the opinions and poltilives of their neighboursGnd in-
ternal/external consistency. In his later article, Nikolaiditherintroducedten tena-
tive guiding principles for demoicracy: collective autonomypebples; safeguards
with the goal toprotectthe equality of peples as states and eliminate the danger of
soft domination of some member states; decisions based ont@argreference of
non-aggregative, nomajoritarian decisiomaking); priority status oftransnational
rights and obligationgs well as protection fromoercive assimikgon; all shared
community projects should be based on minimal compatibility andnma&xecogit
tion; mediation by national state and r&fate institutions for ensuring democratic
sustainability; empowerment of lower levels of governance; complementarity of d
rect accountability on the national level and indirect on the EU level; Eurapeh
national cecitizenship; and diversity (Nikolaidis 2013).

The concept of demoicracy leaves many questions open.Nigstaidis him-
self mentionghatin practicethe model would be unstable due to its highly denan
ing nature (Nicolaidis 2012: 250How to ensure mutual recognition and tolerance
among the peoples, especially untterconditions of economic hardship and indgua
ity? Second, Nicolaidis recognises the difficulty of fulfilling the fdmwmination crié-
rion:

OAnd indeed freedom as mdomination in a transnational context
calls for practices in the EU which are far from embedded in the-polit
cal culture of some of the larger Member States, often subject te a pe
vasive Gulliver syndrome. Instead, we are witness to the fact that the
EU can eaily become prey to new patterns of what we could call soft
dominationO (Nicolaidis 2012: 264).

Even if a nordomination principle is formally established, how can one be suré that
is actually implemented in practiaver time? Nicolaidis points out thé& would be
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crucial Ofor each OdemosO to defend itself against domination through vageus repr
sentative, deliberative, and participatory channelsO (Nicolaidis 2012:R26%)ow
do we know that these channels really work? While regarti@gationaldemoca-
cies as cornerstone of demoicracy, the influence of the European level beyond formal
aspects of goveamce isneglected, for instance in the domain of discourse. Demoi
racy strongly depends on tis¢éate and H@alttOof the national democracies (Nie
laidis 2012: 273; Cheneval/Schimmelfennig 2013: 334). How can the democratic
quality of the EU be guaranteed if on the EU level there are no instruments @a-evalu
tion and enforcement of democracy in the member states? On the other side, granting
the EU lewel such instruments would be against the principles of autonomy and mut
al recognition.

Finally, it is questionable how efficient the Edd-demoicracy actually is in
reaching its policy goals. Nicolaidis recogniies differencen themodels of capitia
ism and statsociety reitiors in the member statésit claims that Othere is no rece
sary tension between the preservation of pluralism and a common purpose expressed
through common projects (be it a single market or a single currency): the question is
how such projects are implemented to respect the plurality of peoplesO (Nicolaidis
2012:258). If the mutual recognitioshould be preferred to harmonization, it would
mean mutual recognition of nineteen national currenicigbe case of the common
curreny project Thiswould not only be technitlg difficult, but this projectrepre-
sents the casehere harmonizan was the only way to achieve the policy gdakse
Chapter 4) A member state theoretically has an option to opt out, whicfiencon-
nectedto high economicoss and, finally, depends othe economic poweof a state
willing to opt out Moreover, concerning the economic partteé EMU, what orig-
nally has been designed according to the principlenofual recognition due tthe
lack of consensus turned into harmonization through domination in the course of the
Euro zone crisisThedesign of th&aMU did not emerge from deliberatiam the tq-
ic but resulted frormegotiations behd closed doorsEven inthe Eurezone crisis,
ddiberation couldnot take place due tihe previously negotiatechorms andestd-
lishedpower asymmetries. From my point of view, although the concept of demoi
racy providessomeuseful insights aa normdive and abenchmarking concept, it is
isolatedfrom thecurrent state of the Unigrand there are no reasons to think that it
would radically change in the near future. Therefore, it does not provide toolsfor a
sessment and potential treatment of the democratic challenges the EU currently faces.
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1.22. Europe as reonceptualized empire

The idea of amodernizedempire originates fromthe philosophy of Michel
Foucaultand was further developed by Michael Hardt and Antonio iNége
Hardt/Negri 2002 Analyzing theCarolingian Empire, Foucault argued that in terms
of internal polcy the empire guaranteed freedoms and, unlike monarchy, represented
less power and less governmentality (Foucault 20d@ydt andNegri describethe
triple imperative of empire as incor@be, differentiateand coordinate: including
(shows universal inclusion)gistinguishing (describesdifferences as naturadbut
good) and coordinating(represents organizational structusased on difference)
(HardtNegri 2002: 209). aThe linguistic, cuitl, and ethnical differences within
every operation unit astratum prove to be stabilizifpecause theiimit the issue
specific association afe civil society actors and enable better control over them
(HardtNegri 2002: 209translation S.N).

A part of scientific literatureassumsthat empire iexclusively @bout control
by the metropolis of various peripheral actors through formal annexation or various
forms of economic and political dominationO (Zielo@RA6: 11).Empireis usually
understood as relationshipof political control imposed by somepigical society
over the effectivesovereignty ofanotherpolitical society(Doyle 1986: 19)But such
general definition does not bring to the forefrtm¢ qualiy and scale otontrol, its
mechanisn{coercion ornincentives) andspecificcharacteristics aothe peripheral s-
tus. In practice these relationships can be formal or inforacjeved by force, by
political collaboration, by economispcial, or cultural dependence.efDoyle 1986:
45). Empires combinghe aspects oboth domestic and interniainal poltics and re-
resent éssthanfull integration of social interaction and cultural values (Doyle 1986:
36). Similar to demoicracy, it is more than aiam of fully indepadent statebut less
than a state (federation).

The laterresearch promoted development anadaoaceptualization of empire
(Cooper 2002; Posener 200Zielonka 2006; Bieling 2010). For example, Robert
Cooper analysethe featuref the global politics, pointing out thiecreasingde-
mands fora new type of imperialism thatould be compatible with human rights and
cosmopolian values. According to Coopéhe main characteristics of the postdio
ern world isdisappearing distinction bheeen domestic and foreign affairs, mutual
interference and surveillance, rejectionfarfce as a means afispute resolution, and

a new security policy concept based on transparency aadiependence (Cooper
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2002). Cetermined by the new global conditiotize frameworkof enpire adopted in
this thesishas no historical example, yet shares certain featurestigtempires
known fromthe histary. In this context, mpire is not understood as a Osuperstate pr
jecting its ever greater paw all over Europe and beyontiGx a polycentric polity
penetrating rather than controlling its enviment (Zielonka 2006: 1). Apostni
ern® or Oneomedievai@erstanding oénrpire is offerechere. It is a complex form of
rule that goerns its peopleby acombination of informal and indirect means, while
simultaneously recognizing these peoples asgssiérning constitutional states. The
interaction among actors within an empire happens on the basis of constitutional
equality, yet within the unequatlations of economic, political, and legal power. That
is, as Tully put it, Oan interactive mode of governance among unequal sovereigns r
ther than the unilateral domination of formal colonialismO (Tully 2008: 464).

The following part centes aroundthe main characteristics adn empire as a
polity andits perspective on European integration. First, an empire has nedlear a
power centrenor a hierarchic structure. On the contraryltidevel and polycentric
governance descis its core characteristiwhereauthoritiesoverlap in multiple,
functionally specificpolicy regimes Further features includdivided nationalsove-
eignty with no single continentvide jurisdiction diversified institutional arrarey
mentswith different crossutting policy networks operating without aratghtfar-
ward division of powerand multiple identies (Zielonka 2006: 121). Amepire and
a nation state can coest, without necessarily eliminating or substitutiegch other
(Bieling 2010: 223). Cooper defined the EUadsansnational organization:

OThe postmodern EU offers a vision of cooperative empire, a common
liberty and a common security without the ethnic domination and ce
tralised absolutism to which past empires have been subject, but also
without the ethnic edlusiveness that is the hallmark of the nation state
b inappropriate in an era without borders and unworkable in regions
such as the BalkansO (Cooper 2002).

A uniform internal structurés substituted bynulti-layered, multicentred, and hete
ogeneous nate of European governandéstinguished bysocb-cultural diversity,
flexible division of power, and competencastlinedby negotidgions and bargain.

ODepending on the policy area, its borders are often unclear, fluid and
variable. Instead of a unitagnd nationwide legal and social order it is
marked by obvious power and integration asymmetries as well as by
pronounced socicultural difference® (Bieling 2012: 176)



In fact, diversityremairs to be gersistent feature of the European Union, whether i
comes to identities, political cultures, modes of governamcéhe overallpolitical
context.This diversity is alsguaranteedby the member state constitutioasd is le-

ing prdected bythe respectiveconstitutionalcourts. According to the Maastricht
judgement of th&erman Constitutional CouBYerfG), neither the HropeanCourt

of Justice (ECJInor any other Etinstitution hashe competence to decide about its
own competences. According to the national constitutionatgdhe EUlaw hasan
exclusively derived naturand is linked to the national constitutions because the
transfer of competences followed on their base (Frenz 2009: 300). Moreottez, in
Lisbon judgement, while generally accepting the swmay of the EUaw, the
BVerfG emphasizeshatthe EUpolicies must correspal the constitutional identity
andintroduesa speial mechanism to protect the latt€@onsequently, the transfer of
certain limited competences to the supranational institutions must procededco-
ditions thatthe sovereign constitutional statehood remains untou@lesgdedng the
principle of conferral and the constitutional identity of each member saagimu-
taneously, the member states do not loose tagiability toshape political and social
conditions autonomously (Streinz 2009: 478). However, in spite of its Sieéea-
tions andrhetorig which still remain rather exceptional amotige member states,
BVerfG generallyaccepts thauthority of the EU and the ECJ

There is no universal principle that would allow dividing the competerses b
tween the levels ajovernance. Evethe principle of subsidiarity is not universal and
is rather amatterof interpretation (fora critical approach tesubsidiarity see Wind
2001: 176ff). Asanempire does not have a fixed centdecisionmaking depends on
a coalitionof actors, which can vary from issue to issue and can include both national
and supranational actors.

Second both external and interh@orders (within the empire) are preserved,
but their nature transforms. The external borders becarey fand dynamicgo-
exising with the soft internal borderbetweenthe constituting entities of empire
(Bieling 2010)

Third, within a postmodern erp, we describe states as operating urdker
facto or de jure constrained sovereig(#jelonka 2006: 14). Although the concept of
sovereignty was introduced significantly later, medieval power was shared between
territorial authoritis and an emperor or pope, which meanstti@perception of ar
tional sovereignty has not been absobiten ther(Zielonka 2006: 11).



Fourth oneof the central features of any empirehs ability to influence its
peripherieslt is a practice in whitasymmetrical influence and poware expressed
in a manifested or implicit wagDoyle 1986: 34)As Doyle describes,iOpwer is a
subset of influend@that can beconsidered ashe Gability of the powerful actor to
achieve effects that the influencedta would not choose to have occurO (Doyle
1986: 34).In fact, asymmetric powes ithekey feature in identifying theentre and
periphery in a deentralized, polycentric polity. Asymmetric power can be defined as
the higher capacity of a member state to implement its agenda (partly or completely)
comparedo another member statdeSpitepostulated equal positions obth). Far-
madly equal member states do not in fact posses the same power pdientake
they are de factonot seen agqual and, thushave diferent influence capacities
(Zielonka 2006: 14)For examplethe discourse of enlargement illustrates struatur
asymmetrieshat arecharacteristiéor an empire:

OThe EU was providing decisions and expected compliance arid obed
ence from the applicant states. The Union was providing models and
the applicant states were supposed to copy or imitate them. Itfwas o
fering teaching and training, and the applicant states were expected to
socialize and learn. The EU proposals and solutions were to be taken
over by virtue of their place of origin and not nece$gdny virtue of

their substand@ (Zielonka 2006: 57).

Fifth, the asymmetric power is rooted umequal sensitivities and vulnerabil
ties between theonstituentsof empire that aredetermined by significant socio
economic diffeenceswhich arelikely to increaewithout consistent patterrgBieling
2010Y. In the EU, the initial differences between states mmibnson ageographic
scale, productionand natural resoues are quite significant, makinige relation b-
tween thenratherasymmetric than balanced. Hueglin described it as

Oa multievel system bgovernance characterised by cesiegiphery
relations in overlapping concentric circles of power and influence
among dominant and dependent member states, among strong and
weak regions within member states, and among newly established i
dustrial parks @ad neglected hinterlands within regionsO (Hueglin
2002: 259).

Sixth, thecharacteristics of periphery and its relationship \ilith centreare
decisive in the description oie postmodern empire. Generally network relation-

ship can berecognizedbetween the centre apeariphery,which are connected itne

“AIClaudia Wiesner supports this argument, focusingisymmetries and imbalance of power
in the EMU, especially under the circumstances of the crisis (see Wiesner 2016).



form of overall sociabtructures (MYnkler 2005: Y.5vet thecentreor core ofempire
can never contrathe decisions and processes in theripheryabsolutelyand must
rely onthe local actorsThe degree of peripheral autonomy is significantly higher
than it was the case in the Midddgesbecause thpostmodern empire formally ce
ognizes states as sovereign constitutional entiki@svever, theeffective corrol of
the peripheral sovereigntis exercised ifenough of tke articulation of interests in a
pelipheral state can be influencéecauseahe aggregation of coalitions wilhenbe
controlled and if aggregation is thoroughly shaped, sovereigcisions will be oo
trolled (Doyle 1986: 37)In any case, the output whperialadministrations essential
for both the centre anidis periprery, especially taking into consideration the dem
cratic naure oftheimperial constituentsAs population is constantly able to judge the
policy outcomesgdemocratic empires are less capablgd througtthe long periods
whentheimperial politics brings moréurden than benefitdYnkler argues that this
aspectreatesa stronger pressure fanindirect exploitation (MYnkler 2005: 240).

Finally, communication and discourseeof a great importancir sustaining
empire (MYnkler 2005; Tully 2008; Doyle 1986). Coercion and hierarchy fail-as i
struments to provide the compliance within a postmodern enipigeflexible polit-
cal systemcompliance an only be reached through persoasiMoreoveran empire
communicatests own descriptiondeclares its Omissiom®d exercises its influence
through discursive artidation. It represents the mechanism through whigilabo-
rators begi to acceptnetropolitan values@oyle 1986: 42)For instance, promises
of freedomor prosperity havéeen given asationalizationof an empire quite often
throughout historyMYnkler 2005: 157,128).

From my point of viewthe empire approach accurately descrilties main
features of the EU status quo. It recognizes diversity and multiplicity of identities as
well asthe necessity of the EU to remaande-centralized polity. Aghe previousi-
temptsof centralization and constitutionsdtion have failecand curretly face -
sistance, a complex governance structirthe EUis likely to remain. Moreover, the
concept of empire raises an important issue of asymmetry in the relagioveerthe
member statesds Schmidt fairly noticedOwhile intergovernmentalisisad supraa-
tionalists differ over whether the key actors are unitary or multiple, imposing-or i
posed upon, constraining or constrained, they tetd to assume that their general
zations apply uformly across the membetatesO (Schmidt 2006: 22@n the cao-
trary, the empire concegimphasizeshe existing difference among the EU member
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states, which implies different results of integration. From my point of view, tine co
cept of empire is especially usefakit enableshe comparison within the EU and
presents aalternative to botithe Osui generisO thesis as waheasation state thik-

ing.

Neverthelesshe concept of empire leaves important questions open. How can
domination and asymmetric power be proved in the case of the EU? What is the
mechanism of dominatigrand how isan empire capabl®f penetrang its envirm-
ment? Al empireas ade-centralizedpolity recognizes the sovereignty its elements
and pegple. What are the implicationthat this recognition has on democracy aad |
gitimacy? To what extent the sovereignty of periphery undermined throtig
power asymmetries in a concrete policyidi If able to provide answers to these
questionsthis research carcontribute to the debate or even provide a different pe
spective orthedemocratic deficit in the EU.

1.22.1. Empire andnodes of governance

The concept of empire emphasizesttla@sformation of statehood and policy
making within the member states, embracing all three dimenBi@uadity, politics
and policy. Tharansformation within the polity dimension has been discussed in the
previous part, and ihevitably influences thaspects of politics dimension antbdes
of governance. lincludes the wholef institutional and group relatia whichconst-
tute a part of democratic process (when considered legitimatehamddistinctive
features within each member stafemode ofgovernance provides a framework of
direct or indirect communication betwe#me main actors, balancing their interests
and legitimating thdinal policy decisions. Empire does not substitute the modes of
governance in the member statmit rather introduce additional flexible, and effe-
tive framework of policymaking and implementation in order teach the targeted
degrees opolicy homogeneity and diversity. It is important to point out that the co
vergence of policy goals, guidelines principles does not lead to convergencthe
modes of governance among the member states.

In the literature, the transformation of the framework within wipakitics
takes placeandpolicies are adopted is described in terms of government versus go
ernance (Treib et al. 2007) or positive state versus regulatory Stajeng 1997)

The latter differentiatiomloes not contradict the formieut rather has a stronger focus
on the macroeconomidunction of a state. These afteeoretical modelshat arein-
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tenced to emphasize the distinctive featurédthough it is not possible to equalize a
nation state with any speic framework, it is argued herthat the changes in the
member states of the EU in the directiorir@fregulatory state are linked to or at least
enforced through their membership, as plodity of empirelacks initiatives andni-
struments for government tine positive state. Therefore, the EU level is characte
ized by its specific mode of governance, shiftfrom pluralism, corporatispand
statism towards more flexible network governance.

The concept of government is characterizedaldyerarchicstructurewhere
parliament isusuallythe central locusf authority, although community and associ
tions areinvolved inthe policy-making, and bureaucracy carries the function of pol
cy implementation withirthe public administration (Treib et al. 2007). Therefore,
governments distinguished by strongercommand and control, presumiagtrory-
er role of statén society and domination of public actors. Government is more inst
tutionalized and indicatesrigid approach, binding decisianaking, strong enforee
bility, and hard legal revision (Treib et &007). The main modes of governanae
this caseare stasm, pluralism andcorporatism (Treib et al. 2007). While corpiera
ism has a consensuosiented andnclusive essencestatism excludes societal interests
from the policy-making. In its turn both statism and pluralism are defined by antag
nistic interactionbetween state and societal interests, Owhich enhances politicisation
and discourages mutual trust andoperationO (Pagtatos 2002: 202)in the maco-
economic policythegovernment concept is associated witbpositive stat¢hat n-
cludesredistributve and macroeconomic stabilization functions (Majone 1997¢-Ma
roeconomic stabilization aims to achieve and sudtsrsatisfactory levels of eec
nomic growth and employment through the instrumehfsscal and monetary policy
combinedwith labour marketnd industrial policy (Majone 1997: 141). The cltara
teristic features othe government modeklowly emerged in the member states
througlout their history and anchoredter the World War Il. 1t is less flexible, time
consumingand might lead to desibrrmaking deadlockbut legitimizespolicies and
is recognized as a fair political framework by the domestic actors.

On the corary, governance ithe narrowsense is defined as Otypes of polit
cal steering in which nehierarchical modes of guidance, swahpersuasion anckn
gotiation, are employed, and/or public and private actors are engaged in poliay form
lationO (Heritier 2001:2)Governance is closer in its structucea market than to a
hierarchybecause it is based on coordination, information pdsgdition, angersua-
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sionin the circumstancesf dispersed authority and dominationtbé private actors
(Treib et al. 2007). It represents a weaker role of state in a society, whereas expert
networks gain on influence (Treib et al. 2007). The-egsiltsof policy-making take
form of revisable, soft law, and opeextured norms with flexible implementation
and weak enforceability (Treib et al. 2007). The new modes of governance as Omodes
of public policymaking which include private actors and/or publidigy-making by
public actors occurring outside legislative arenas, and which focus on delinated se
toral or functional areasO (Heritierdhmkuhl 2011: 126) reflect theharacteristics
mentioned aboveThe @en methods of coordination, standard settingniolustry,
comitology, independent regulatory agencies, tripartite deemaimking, and private
dispute resolution are all attributed to the new modes of governatibeugh the
network governance in the EU -exists withthe other modes of governance $Ei
ing/Kohler-Koch 2002: 272), the EU itself represents a network where European and
national actors interact. The network governance is identified through policy networks
as Oautonomous interaction of multiple interdependent action units of organizations or
individuals, horizontal, informal, decentralized relations, and lack of central steering
by the stateO (Pagoulatos 2002: 190).

The new modes of governanaee associated witthe regulatory state that
Oimplies a shift from a model in which governmaai/s a strong role in the priev
sion of public services to a model in which government limits itself to being Hie en
bler and regulator of the provision of public services by private actorsO (Heritier/
Lehmkuhl 2008: 1B The governance model is, thus, mdlexibleandis better sut
ed to a large heterogeneous polgych as an empiré.also claims to be more etfe
tive and resistant to specifinterests asit is rooted inOscience® and OexpertiseO.
some policy fields of the EU, the new modes of gyoance are seen as mone i
portant than in the others (Heritier 200EQr example,tey dominatethe economic
andsocial policies on the Elével wherethe Gmmissionidentifies the Obest pra
ticesO for @olicy issuewhich should be introduced in thosember states with Gdi
ferent practicesO.

Generally through their involvement in European integratiorember states
are being pushed to modernisation, meaningeddralization antghe governance &
proach.However, as the member states differ in tijleistorically establishedjom-
nating modes of goveamce, they go througtifferent adjustment process Schmidt
argues that alinodesof governancecan be presented on a scaleere statism and
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network governance would be the two extremes (Schmidt 2002). Hence, for domestic
actors from the states withe corporatist tradition, it is easier to adapt to the network
goverrance of theeU, securing their involvemeni the EU decisinrmaking. On the
contray, in the countries with thetatist tradition, as the societal actors have been
constantly cut off fromthe decisionmaking process, the adaptation to the network
governance is uneasy and requiae®nger periodf time (Schmidt2002).As a e-

sult, states withthe fewer adjustment costs are geally strengthened becautiey
implemented reforms earlier and already have elementsedDcorrect governance
model®. On the other hand, the stai#s little or no experiencef decertralized
governance and traditionally stronger role of government faceamehormous d-
justment and competition pressures at the same time (Schmidt ¥B).corporé

ist states fasteadaptto the European modes of govance,the more statist states,
oppositely,often strengthen statist eteents beinginder pressure of reformloreo-

ver, Hueglin argues that some governments are more vigorously pressimgrémyu-
latory Europeanization thathme othersbecause¢hey not only exgct benefits for their
economybut alsoget stronger autonomy frothe powerful domestic groups such as
trade unionsand regional representation (likéSnder in Germany) (Hueglin 2002:
261).

Scholars poinbut a number of other difficulties concerning thetwork go-
ernance andhenew modes of governance. It is questionable if network governance is
legitimate, and if it can be demotiraat all (see Follesdal 2011f0or example, the
legislation resulting from the new modes of governancsisllyformulated broadly
enoughto leave sufficient space fohe member stas todecide abouhow exactly its
normsshouldbe enforcedThereforeone can argue that there is no neechftition-
al channels oflemocratic legitimion in this caseas the new modes of government
combine Ocentrally agreed targets with decentralized implementation that allows for
economic and political variegation®O (Jessop 2014: Z8#.product of the new
modes of governance is a st#w, which is legally bindindput does not have direct
application Yet a sdt law can pre-determine thepolicy-making too, especially
through discourse promotday epistemiccommunities which are not ideologically
neutral Moreover the policymaking is being taken beyond the genguatblic with-
out the involvement of parliamentary representatives. These modes of governance
Olack equal representation as well as powerful control competences and are not open

to agonistic debates through which different viewpoints can be made transparentO
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(Borrag Conzelmann 2007: 545). It is especially contradictive in a malrketn an-
vironment when policy decisions have redistributive consequences, unavoidably cr
ating (relative) winners and loseWhile, for example, the open methods of cooadin
tion are commonly employed mployment, social, healtand gender policies, @I
bour organizations were weakened through neoliberalism and decisions of ¢the Eur
pean Court of Justice, it proved harder to defend citizenship and welfare rights
through this metha of governanceO (Jessop 2014: 251).

Several authors have analysed how inclusive governance realg Bms-
mans argues, Omore horizontal and heterarchical governance does not meain automat
cally more participatory governance in terms of involving catiety actors and all
stakeholdersO (Smismans 2008: 874). Caporaso and Wittenbrick conclude, Odespite
considerable promises, the new modes of governance have not delivered a substantial
increase in the meaningful participation of social actorsO (Capahagehbrinck
2006: 474). Alspprivate actors are concerned by the selective involvement of private
actors inthe policy formulation, advocating regulation in order to provide balance in
participation (Heritier 2001: 18). Moreovedhere isdanger of unfa control over
agendasasQabour unions, consumer groups and social movements in particular, will
be able to exert influence within their specialised policy committees but hardly over
the Community agenda as a wholeflike the large corporate interesthathavethe
capacity to be present at all stages and levels of decision making (Hueglin 2002: 260).
A Omodernisation coalition®, composed of Opolicy entrepreneursO in the Commission,
managers of multinational corporations, and the governmentoobraally strong
member stateare able tsetand controthe agendébecause¢he numerous functioha
networks are hard to overs@éueglin 2002: 260).

In my opinion the combination ofhe aspects of empire and the new modes of
governanceeveals serious implicatiorfer political inclusion and democracyhe
EU recognizes its member states as sovereign, meaning that the final source of legit
macy is located on the membertstéevel, in thedomestic political processhere
traditional mo@s of governance dominate. The recognition of the member statesO
sovereignty formally eliminates the need for both legitimation of European policies
and inclusion of social partners on the EU level. On the other hand, introduction of
the new modes of govasince representt mechanism of domination antannelizes
asymmetries in power, especially through the control disourse. Theew modes

of governance anthe policy discourseon the EU level reflecintegration biasd-
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wards negative integratiof.hey create the environment of exclusive deliberation,
which does not represent an opemate, and claim its decisions bebased orthe
only true facts expertise, or in other words, universal and absolute knowledge. Can
any individual, organisation or amyoup possibly possess this kind of knowledge at
all? This approacton the EU levetisregards the necessity to balance pcavel n-
terests in the conditiored social conflict.

Michel FaucaultOs ideas diacused orthe relations of power, discoursand
the construction of the subjeth his early work, Foucault insisteédat at any given
time, thereis an order of things that mek the social functioning of thime poss
ble. While operating within the fundamental codes of culture (in languageepiion,
values etc.), this order establishehe premiseon which knowlelge and theory d»
come possiblegertain ideasperceptions, values, and distinctiara appearSchrift
2010) FoucaultOs philosophy encourages study of truth c@onsheir poduction
of social and cultural (and political) effects and thereby for their inductions of regular
effects of powed(Sondergaard 2002%imilarly, Derrida called for deconstruction of
a text with the aim of revealing values and interests concealed(Agger 1991:
113).

According toFoucaulf discoursds a chanel for objectification otechnob-
giesof power such aknowledge, disciplineand punisimentwhich are in fact present
in the everyday Wes of any citizenbut are not obviou@~oucault 20081019). Thee-
fore, discourse makes implementation of technologies of power possible. It produces
the domain othe objectand the subjecOQ@eary argues thadhis production conit
tutes what Foucault calls the Opower of affirmationO of discourse:atstgap ge-
erate objects about which one can then produce true or false propositionsO (OOLeary
2010: 77).Also, wbjects emerge thogh and withinthe discursive power, whereas
OsibjectionOmeansthe process of becoming subordinated by power as welleas th
process of becoming a subject (Sondergaard 2002). Moreover ,-pooeledge red-
tionsdo not only produce the subjemit also providé€he very condition of its exis
ence andhe trajectory of its desireOtiag on it at least in two way$€Jirst, aswhat
makes the subject possible, the condition of its possibility and its formative occasion,
and second, as what is taken up and reiterated in the subjectOs Oowh(Sactitey
gaard 2002)In Discipline and PunishFoucault insists othe necessity to @nsider
the close relation between discourse and forms of power: Othere is no power relation

without the correlative constitution of a field of knowledge, nor any knowledge that

! $*



does ot presuppose and constitute at the same time power relationsO (F2Qb4ult
39, translation S.M. According to OOLearyOs interpretation, Oit is these newly d
fined powerknowledge relations, rather than the individual knowing subject, tat d
termine both the forms and the domains of knowledgeO (OOLeary 20¥0ca@8).
cree discourse in FoucaultOsderstanding represents povkeowledge regime or
regime of truth O TruthQs linked in a circular relation with systems of powshich
produce and sustain @nd to effects of power which it induces and which extedd it
(Foucault 1980: 133). Therefoneower relations creatbetruth, andthetruth creates
power effects.

OEach society has its regime of truth, its Ogeneral politicsO of truth: that
is, the types of discourse which it accepts and makes function as true;
themechanisms and instances which enable one to distinguish true and
false statements, the means by which each is sanctioned; the tec
nigues and procedures accorded value in the acquisition of truth; the
status of those who are charged with saying what sastrueO (e

cault 1980: 131).

Discourse (regime of truth) is produced thy exclusionof other discourses deemed
unacceptable, bgninternal mechaism for identifying truth, byemployment and
proprigion, as well as by constrainthrough selection foqualified speakers (Love
1989: 279280). Political space is structuremhd identities and social categories are
corstructed irnthe processes of exclusion (Sondergaard 2002:.188)

Through discoursean empire penetrageand shapeshe reality. Domination
through discourse is possiblend it has democratic implicationsor instancethe
descriptionof the Obest practicesO #redpolicy recommendationollowing them
increag thepressue on themember sites that have not yet applied those practices
Thesepressure®ntirely ignore the domestic conterf preference buildingnd the
existingdomestic consensus among the acifse very aspects thatemeant to é-
gitimize both domestic and European policis®oreover, discursive separatiore-b
tween themember states with good and bad fices alone implieshe existence of
asymmetries.

While controling the discourse an empire indirectly promotes the e
definition of a statehrough its policieslf agenda is sain the EUlevel, butthe for-
mal incluson requirement remains obligatory on the national level only, sonme inte
ests recognised as legitimate on the national level can beilbfno regard on the
EU-level. Fromthe democratic perspectivé is especiallyalarmingif economically
stronger actorsimultaneouslyppose the excludedterests The former usualljhave
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large resourcesand networks at their disposaénd ultimatdy benefit fromstronger
presencén the Obehind closed doorsO negotiation process.

1.2.2.2. Thempire perspective @ndemocratic deficit of the EMU

From my point of view,divergence andasymmetry between the member
states of the EMU shadibe emphasizedecause these aspects did not only determine
the development of integration this policy fieldin the pasbut also strongly inti-
ence its present and futufEhe roots of asymntiec relation in the case of tHeEMU
lie in different economic conditions, different policy modeaisd legitimation(socic
economic embedding of economic andmatarypolicieg, as well as thatructures of
the EMU themselves.

The EMU is part ofa polycentric governance structuvenere the member
statesthe Ecofin, the Commission and theEuropean Central BankECB) sharethe
authority. There is no clear central dearsimakerin the EMU and the provisiosiof
the treaty aimed at dividing powewere especially watered down during the Euro
zonecrisis. Economic part of the EMU formally almost fully belongstie prerog-
tives of each member state government. Nevertheless, the Commission as part of a
wider network and of an epistemic commurptpmotesa paradigm othe Obe§ew-
nomic policy. The monetary part is attributed to the ECB, but the Council has some
competencig in the definition of exchange rate policies. Theseneither a common
government that would besponsible fothe economicwelfare a parliamentnor an
establishedcooperation of the societal groups on the basis of atknmg consensus.

The membershim the EMU is voluntary, but is certainly influencedby the cond
tions oftheglobal economy (see Chapter 4).

Regarding specifically the institution and the mandate of the BB isdif-
ferentiaton between the functional independence and democratic responsibility of a
central bankwithin the monetarist paradignA central bankshould be independent
from any political pressure in choosing and implementing its strategy, but it should
carry responsibity for the choice ofan objectiveon which it develops its strategy.
Although it is often compared thhe GermarBundesbank before the monetaryeint
gration, the independence of the ECB goes even fudkdt is notan object of pa
liamentary contrgland it is based o@an internationatreatyba legal basis considar
bly harder to reform (Andersen 2004: 233; Scharpf 2012: 19ff). However, the ECB
declaredhewish to become Othe most transparent and accountable central bank in the
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worldO (Issing.999: 505. As it has a clearagl of price stability, which can baori-
tored, regularly provides reports to tBeropean ParliamenEP), and holds press
corferences after eaameetingof the Governing Counciproviding good reasoning,
some might see the necess&gitimacy requirements fulfilled (see Majone 1998).
Yet, for example, meetings of the EGBouncil take place behinthe closed doors
and thé& protocols are not published. In faquestions of transparency and respons
bility play a minor role for th&CB when compared to credibility as its main goal. Its
model of transparency and accountability is charactbyean extensive but unila
eral communication (Jabko 2009: 400). Such radical independence and even closure
are justified by the ECB with the gumen that monetary policy must be isolated
from the pressure dhe national goernments, interest groups, ath public. This
argument is notonvincing asthe interest groups are usually still able to get the i
formation they need concerning the waoifkthe ECBDs boardind the latter has other
tools to protect itself from the pressuresté national governments (Heine/Herr
2004: 56). On the contrary, in spite of a number of good reasons presetiteddn
entific literature in favour of the parfizentary overview(Eichengreen 2010: 42;
Fitoussi/Creel 2007: 212; Jabko 2009: 395; Heine/Herr 2004: 56f), the citizens or
their representatives in the parliaments do not have any mechanisms to influence or
draw any members of the ECB to responsibilityhia case ofpoor perbrmance and
wrong decision®f the central bani-order 2004; Brown 2010).

The conditions and forraf economic and monetary policy in differentme
ber states werdifferent when the EMU was first launchdttonomic policyhas been
bascally reduced tathe nominal convergence and the Stability and Growth Pact
(SGP) criterisbecause theonsensus oacommon economic policywas not reached
Thus, the structures of th&MU ignorethe problem of unequal sensitivities and-vu
nerahlities among its members. Thimequal dynamibasprovento bepersistenand
has not foundx resolution. A economic cycle®f themember stat€economiege-
main unsynchronizednd there i®nly one central bank in the EMU, whidefines
the interest rates for all its members, sachnterest rate is usually suboptimal for
everyone(De Grauwe 2013)Moreover, the costs of ti@oneizefits-all® policy can
be uneven (Tsoukalis 2003: 341fAlthough theECB-Coundl seems to be gte ho-

mogenouswithout significant conflicts or internal alincesthere issomeevidence
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against thisassumption The divergence in credit cycles iseexplary:credit booms
and bubblesveregenerated in some countri@seland, Greece, Spaidue to tle low
real interest ratesvhereas constraints and relatively low growitie tohigher real
interest rate®in the others (Benelux, Germany, France). Simultanepusly

(persisting inflation differentials and differentials in productivity
growth led to changes in relative unit labour costs and Oreal® exchange
rate changes inside the euro area. Firms in some states, notably Ireland,
Portugal, Greece, Spain, and Italy, became lesgettinve and their
current account deficits widened. In contrast, Germany, Austna, Fi
land, andBelgium gained competitiveng8gDyson 2009: 39)

The Northern EMU memloe opted forthe policies ofrelative suppressn of the do-
mestic denandthrough wageestraint and balanced budgets, genegatixternal trade
sumplus (Overbeek 2012: 230)The latterin its turn fed capital exports fronthe
Northern countrigsbothreinforcing the transnationalization wfdustrid capital and
injecting speculative capitahto the Southen periphery (for examplehe case of
constrution sectoy (Overbeek 2012: 230). On the contrary, the Southern members
generated in@asing public and private debt. Their decreasing competitiveneds, fina
ly, pushes thentowards continuousinternal devaluatiorQvith rapidly rising social
inequality, political risks and rising authoritarianisg@erbeek 2012: 230). Thuss a

a result ofan asymmetric developmertentral countries gaineid competitivenss
while the periphery lost it (De Guave 2013).

Before the EMU monetarypolicy wasembedded in certain soearonomic
strucures and modes of governanaehich divergeacross the member states
groups of member state&s economic and monetary policies have significantsredi
tributive consequences and require strong legitimacy, they must be embedtied
statesociety relationslescribed in terms of modes of governance. Such embedding is
enforcedby inclusion, communication for coordination of actions, exchangen-of i
formation, andpolicy feedback. In this case, both economic and monetary policies are
defined and implemented in the context of a political system, consisting of such ce
tral and regional state institutions as parliament, government, judiciary, and central
bank together wit societal orgamationssuch as industriahusiness associations, and
employee organations. Corporatism, statismndpluralism are characterized byf-di
ferent degree of centralization and cooperation between the actors in policy definition

® For example, the resignations of Axel Weber and Jens Weidmann, both of whom held the
postion of president of the German Federal Bank at diffetiem¢s,followed a period of co-
flict within the ECB Council and an open disagreement with the ECBOs policy.



as well adifferent pattens of communication, while theentral bank might have a
different status and fulfa different role according tds mandate and politicalon-
text. Different patterns ofnstitutional embeddeddnesacross the member statese
problematicin two regard®first, due to different adstment costs, and secone; b
cause the EMUtself is not embedded in a political systevith aclear framework for
inclusion ofthe organizednterests intalecisionmaking.

Depending on the previous experience, it might be easier or hard#refor
domestic actors to adjust to the European madegovernance. In those casésere
the adjustment does not happen easily, the previous mode of governance persists,
making the issuef legitimacy very acuteThe EMU resuled fromnegotiations and
corcesions among the governments that did not inchirgerepresentatigesof vai-
ous socieecoromic groupsThus, it wasdecoupledrom the socieeconomic context
within the member states, which previoublgveprovided a ground for theational
and societal interest defilons. Moreover, he EMU is not able to guarantee the- i
plementation of regional preferences and, simultanepissiiates itself from the rest
of the political system especiallyfrom the functional represent@n of the organized
interests.Europen integration strengthened some member sttdsnultinational
corporationswithout the employee representatitirat would beable to balance the
interests Thisasymmetrydoes not provide conditiorier solidarity anddoes not ro-
tivate the actors foilong-term oriented consensuadlicies.In order to be both efte
tive and legitimate, monetary policy must be embeddeti@rsocieeconomic strg-
tures of communitywhere inclusion of all macroeconomic actors and authorities is
provided Yet both the terms of the EMU and its activity are neither consensual nor
based oradirect authorization.

Gererally, the requirement of deocratic qualityshould be mesured by a-
swering the question d¢fow farthe citizensare affected by the decisions on the EU
level (see Scharpf 2010; Schmidt 2003, Wimmel 20T4e European Economic and
Monetary Unionchanges the overall conditions for aomic policy, and ihas impi-
cations for a wde range of other policffelds whereassome of them are outside of
the EU competenes. The EMU as theguardian of stabilityputs constraints on the
fiscal, social, laboy and wage policies (Dyson 2003: 466fThe EMU is based on
internationally negotiated treaty, establishiagnarketoriented regudtory regime.
Therefore, its actorsn@y succeed in disciplining domestic fiscal policy into campl

ance with overall moneta stability objectives, even when this runs counterde d
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mestic objectives of economic competitiveness and social stabilityO (Hueglin 2002:
263). Thecore ofempire sets the rules of how exactly a member state must dejust i
self to the global competitionThese rules are described exceptionally in terms of
market efficiency, disciplineand sound money. The EMUefines the ideological
base of consensus, the principles, and goals within which policies are feardete
ther its actionsor the concept of thEMU itselfis openfor deliberation

Schmidt fairly points out that some member states face greater challenges Oto
traditional conceptions of economic order and social justiceO as well as polical re
resentation and participatios¢hmidt 2003: 20&207). The centralquestionhere is
whether the strong éus onthe macroeconomic discipline arttle neeliberal pae-
digm of the ECBare compliant with the national economic policy models (Dyson
2003: 472)Underhill poses a faiquestion: Odoes the stabilitylture deliver results
in line with the expectatioriBdiverse across national political econoniissf the ct-
izens of the new Europe, still intimately engaged in natimal democratic -
cesses and iddties with contasting dynamicsQUnderhill 2002: 48) It would be
crucial to askwhy or for whom the monetary policis being conductedinstead of
how to conduct jtbecause thenonetarist paradigm ant$ instruments are contested
(Begg 2009: 367). Even if economicdamonetary policies within the EMU would
serve a clearly identifiable plib interest (thatis not the case), thesgould still be
need for someegree of involvemerand coordination between the governmental and
societal actorsThe alienation of monetary and economic policy from the political
process implies serious democratiks Oifthe core of economic policy is seen to be
remote from, and uouched byprocesses of electoral competition® (Dyson 2002:
353). Whenthe unrestraied pursuit of economic and legal integratdoes not coe-
spond with the perceptiord the citizens, the legitimacy of amational government
would be weakenedand the EU legitimacyvould beendangered (Scharpf 2010:
311) In the case of the EU, it it only national governments that should ensure the
voluntary compliance of the ciens,butthe EU normsare strongly dependent dime
compliance of the meber statggovernmentss well
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Chapter 2. Sovereignty, Legitimacy and Democracy
2.1. Popular sovereignty: history, functions, featuresnd criticism

It is not an easy task definesovereigntyasits meaning has many facets and
strongly depends on tle®ntextin which the term isised Moreover, it has often been
instrumentalizedn politics and adjusted to the discursive stratefiyhe speakefsee
Oder 1997: 34ff), makingt an ambiguous and contested term (Newman 1996: 5).
National and European actors discursively refer to sovereignty for both opposing and
supportingthe integration project especially in the context of European integration
(Saurugger 2012). In order to shed some light on tmsemt, it is necessary togr
vide adefinition and point out those facets of sovereignty, which atkeghain im-
portance for this tbsis This chapter begins witkxplanation of the origin®f popular
sovereignty and its relation to legitimacy and democracy. It then moves to the idea
and essence of democratic sovereignty.

To thefeatures of populasovereignty belog its imaginativenature thatis
meant to bring certain coherency to the theory and empirics of state (Badie 2002: 9).
Thus, the whole national law is considered tcaheexpression ahe sovereign will
or, in other words, an interest leason certain valuesgpresentingthe criterion of
law and justiceBecausea state is a dynamic systemnd an agreement made once
cannot include the solutions for all possible scenarios and challenges that a state and
its population might face, there should always be spoveer competerib makethe
final decision(Kahn 2011) According to the concept of sovereigntyck power or
authority possesses the capacity to act beyond thélaln 2011).

Understandinghte circumstances of the period in histargen the concept of
popular sovereignty originated, its reason, and function helpfusti@rdefine a few
more aspects of sovereignty. This condast appeared and wassestially deve
oped in Europe between the™#nd 18 centuries. The circunaces of that tim®
bloody religious and civil wars as well as dynastic conflixietermined and singly
influenced this concept becausg idea is inseparable from the experience andt cha
lenges which states and sgig had to face at that time. Espély, the emergence of
the concept has its roots in thacramental foundations of law and Western Christian
dogmatic understanding of pow¢Zartaloudis 2010; Kantorowicz 1990; Haltern
2007). On this basigthereligious terms and praxtsad been introdted and integta
edinto political life during the early ages of formation of the modern sysfestate
and constitutional law (Haltern 2007Mhe Rotestant belief that each individuaud
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interpret the Bible for heelf simultaneously allowed individuanterpretation of the
ethical truthand challengethe stable position of the Church in the period from 1517
to 1650 Havercroft 2011: 97)Consequentlythe authority of the Churchad been
delegitmizedas the Churchas insistd on possessing the coetgnceto provice cii-
teria by which ethical principles were judged for the whole period before the-Refo
mation(Havercroft 201) A series of wars$ollowed the elimination ofa clear arbiter
for ethicaldisputesandconsequentlyded to the demise of the political power of the
Pope and thédoly Roman Empire, and the consolidation of politipalwer in the
hands of monarcl@Havercroft2011:97, 55).The autonomy othe monarchy from
papacy is interpreted here as secular soverei§nrthermoreQtheaoots of origin of
the modern nation state as a certain organizational logic followed from secular autho
ity, constitutionalized form and territoriality in development of certain type ofipolit
cal economy in Eurof® (Sassen 2008:,5@anslation S.M. The claims to national
identity and loyalty made the creationa¥ague term of sovereignty ,omuchlater,

of popular sovereignty posde. This is quite contradictivepnsidering that the jpu
pose ofarevolution was the destruction tife sate type based aihe grace of God,
and actuallythe divine source of authority waimply substituted bya secularized
founding myth ofanation(Sassen 2008: 447).

Concerning the reason and purpose of sovereigmyideas of social contract
and sovereignty emerged as a response to weak social and political instiwitichs
had been challenged bthe widespread distributionf scepticism inthe intellectual
circles of that timgHavercroft 201153). Different philosophers tried to answéet
questionof how a stateshouldbe organizedn orderto be capable odbsorling the
sceptical argumentwith their destabilizing potentialand of creaing coherency
guaranteeing longterm stability and social pea¢davercroft 201). Inspired by the
previous Istory of religious authority beingheir strongly dominating experience,
they claimed sovereigniys theabsolute power of a march anda strong hierarchic
structureto be theexistential featurgof a stable political ordecapable to provide
certainty and finality.

Oln organized society, Hobbes saw that basic disagreementsnand co
flicts arose over defining what is secular and what is religious, and
over what is good and right. Individual right reason is not adequate to
settle the problemsjrge there is no indubitable or satisfactory criter

on for determining whose right reason to accept. But, to prevent the
social disintegration that would ensue, political authority has ta-dete
mine what is true in religion and morals. The bizarre and atdahan
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theory of truth spills over into scientific, mathematical, and logical
questions as long as there are disagreements and sociajLemses
of views in these are@Popkin 2003: 205).

So, a sceptical challenge can be perceived pslitical problembecause it
represents ddai about the validity of sompolitical judgemets and their criteria,
causing théragmentation of political spagélavercroft2011:10). In fact if the sce-
tical argumentsn the ancient world targetdtie writings of stoic philosophers,eb
tween the 18 and 17" centuries sceptical arguments came @gainstthe truth
claims in the areas of epistefagy, morality,and religionb againstthe very phib-
sophical foundations dhe political and social ordgiHavercroft2011:58). Thus ac-
cording to this logicone of themain functions of sovereignty would be provide a
political resolution to the sceptical moral arguments by determining what is right and
wrong through its lawnaking capacityHavercroft 20117).

The concept of sovereignty went through a significant transformation along
the European political philosophy, especially in the time of struggles for demaeratiz
tion. Indeed, depending on interpretation, this concept obtains authoritarian features
as easily as democratic ones. Although the analysis within this research is based on
the radically democratic idea of sovereignty, which will be considered in depth late
in this chapterit is usefulto briefly providesome examples of its alternative interpr
tation. Starting with the earliest historic concepts of sovereignty in thedury,
Jean Bodin (1530596)defined sovereignty as the highest aimeimostabsdute au-
thority above citizas and inferiorshe concentratethainly on the legislative power.
According to his view,he absolute monopoly on decisionakingis thecentral cha
acteristic of a sovereign. Bodin strongly suppottezl absolute monarchy astbest
type of political administratiorwhich grantslong-termpeace in a state. Howeyédre
alsoconsidered a state to balynamic,implying the necessity ofadjustentto the
changing circumstancéStammen et al. 2007: 85)

Thereafter, a group afcholarswho focused onndividual interests and we
fare appearegdsuch asThomas Hobbes (158B579) Unlike Bodin, Hobbes consi-
eredin his writingsall three banches of pwer that argresent in the modern state
The state of nature was descritzsthaotic and dominated by the aggressive human
nature because naturally everymtaas the right to everythifgthe situation, which
inevitably leads people to the condition of permanent wBlobbes 2007: 887). A
covenant based on the contract between ligests creates an artificial or unifiedrpe
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son authorizing astate anda sovereign to act on their beh&Hfiobbes 2007: 107ff)
Consequentlythe soverégn becomes the maactorwho acts on behalf ahe orig-

nal decisioamakersbut is not accountable to anyone, exclusively representing the
interest of the statehood (Havercr@f@11: 70). Hobbes concluded thale ethical
principles must be imposed upon individuals through the power of the sovareign
orderto guarantee the enforcemt ofthe moral and political principlegHavercroft
2011:79, 98) Laterthe liberal philosophybroadly usedand buit upon the ideas of
Thomas Hobbes. For instance, John Logd&321704) CharlesLouis Montesquieu
(16891755) and John Stuart Mill (181873)integrated one omore elements of

the HobbesO thednto their own works

On the other handleanJacques Rousseau (171278) introduced his vision
of a radical popular sovereigngmbedded irthe community interest. Rousseax-e
panded thevocabulary of sovereigntio include the concept of general wiiHave-
croft 2011:143). In RousseauOs understanding, a transcendent general will locates the
internal legitimacy and principles of thecgal contract in certain institutions, creating
the faundationfor a people to become a people (Zartaloudis 2010: 116). Takimg
consideration the distinction of constituent and constituted powers, the notions of
general will andpopularsovereignty can be characterized as indist{idetrtaloudis
2010: 116.

Again, he renewed understanding of sovereigntthmabsolute meaningpa
peared in Gerany at the beginning of the ®@entury andit is associated with the
name ofCarl Schmitt (1888.985).The central concern of Schmitt was the conflicting
social reality rooted in incompatible ideologies (Ingram 20H@)defined sovereig
ty through the idea of exception atite sacred experience: a sovereign is above the
law and people, it is theovereignwho decides orthe exception. Suchxeeption
could be described as a situation that differs from the normal sityatidronly the
authorty of the ruler legitimizes thexceptional decisiorin SchmitOs opinion, it is
not pariamentarisnthat should béheinstitutional foundation of deatracy. Demo-
racy, from his perspectivés theshared &identity of rulers and rule@ammen et al.
2007: 477 translation S.M. Moreover, he underlined the importance of homogeneity
in a society and argued fetrugge with any heterogeneous elemeri&ammen et al.
2007: 478) In this sensesoveregnty does not necessarily requaga individual (a
king, a leader) to be in charge of everythinigjle being situated ovesociety, but a-
therthat a hanogeneous political subje@s a partya nation or a people would ful-
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fil this role (HardtNegri 2004: 364). Whenever the stance of state as an organized
historical presence is threatened, there apgharsondition of the Schmittian expe
tion. Thestate here Osuspends the lathe exception on the basis of its right of self
preservation(Xahn 2011: 44).

In summary, the scale of interpretationtloé sovereignty concept variesysi
nificantly among different authors and evenore amonghe political actors. Often
interpretation appears to be differasta result ofhe divergingperceptionsand cam-
ceptualizatios of freedom. Taking the examplef popular sovereigntythere is a
clear division between thiéeral and republican approaches. In temfghe liberal
theory, mlitical community originates on the basis of contractd its development
should follow the logic of reasdiikahn2011:7):

OWe often align law, welfare, and commerce, thinking that the point of
law is to create a stable contéat commerce that will satisfy thean

terial needs of individuals. On this view, the creation and protection of
property is at the centre of law. Political action is seen as a supplement
to action in the market; it is driven by the same interest groupsghat
erate in the market. Accordingly, political reasoning, like markat re
soning, should deanstrate meansnds rationalit(Kahn 2011 22).

As such, liberalsoelieve that the ppose of the state is to enable tmaximum
amount of value autonomy, and thiae purpse of democracy is to provideeans for
aggregating individual intests into collective decisions withinegal system, which
must be implemented without exceptigfahn 2011) This leaves no place farsov-
ereign (neither fomn exception) bticreates a framework of division and mutuah-co
trol of competeni@s insteadKahn 2011:42). Thus, liberalism arges forthe limita-
tion of governmentandpublic administratiorthrough constitutional protection af-i
dividual rights. In those areaghere the need of governmental iféeence is not e+
bated it should be governed through consensughefaffected interests (Scharpf
2012: 7). In terms of legitingy, liberalism @rovides no explicit normative reasons
for an obligation to comply with & of government imposing sacrifices to which one
has not consentedO (Scharpf 2012: 10). Repuhlicansmunitarians, and radical
democrats criticize liberalism for its inability (or unwillingngss offer the ultimate
grounds for commonaluesin a commuaity. The main concern igberalismOs value
pluralismthat canlead to a conservatism that is unable to challenge societyOs norms
and provide a basis for moral andipcal progress. It can aldead to nihilism as an
extreme form bsceptcism, whichcan lead to a dictatorshifHavercroft2011:164).

A second feais that relativism wi be unable to confront evil.



On the other hand, the republicapproach tsovereignty claims it to be sa-
cred experience within theodern natiorstate (Kahn 2011: 260A politics of ri
raculousO, as Schmitt describes it, is rooted in revelation and faith rather than arg
ment and reason. It is also an experience of freedom (Kahn 2011: 157js Tas
reason why the republicaapproach to sovereignty is often calledifpzal theology.
While liberalism regards the dematic will formationas a mechanism to legitire
the political power, the republicapproach recognis@smuch stronger role gfopu-
lar sovereignty as transforming a sogi@tito a political communityand keeping the
memory of this construction act alijgabermas 1992: 363Although a modern, b+
eral constitution tergkto deny that sovereign power is localized anywhere in the state,
Owe know that sovereignexists when we see it oper@igahn 2011: 4). Some
scholars claim thain fact, it is impossible to eliminatoveregnty from realitybe-
causepolitical life is often unpredictable and dangerolikerefore, plitical actors
must havethe competence to deal with the unexpected. $oatpetene iswhat is
usuallycalled Odiscretion(Xahn 201142).

Public goodas the ultimate ground of valuesecomes central when it comes
to therepublicanconcept of popular sovereignfihe latter is either embeddedithin
the institutions of the ate or withinthe people, securinthe necessary conditions to
nurture and sustain the common good (Haver@26ft1:165). A violation ofthe pub-
lic good principle by the governorgustifies protest and evean abolition of the gov-
ernrment becausehe delegationof powea happens on the conditiahat the public
goodrepresents the foundation of the regi(elly 2013: 169ff). Moreoverthe re-
publican theory Oputs limits on the delegation of governing powers to non
accountable courts and améesO (Scharpf 2012: 11hdimore the functions of ge
ernment are extended, interfering further with individual preferences, the more the
relational character of legitimating arguments comes into play. Republicanism calls
upon common iddity and solidarity ofthe citizensand Oemphaes the orientation
of public debate to a common interest and shared norms of justice that may legitimate
the sacrifice of selinterested concernsO (Scharpf 2012: 12). Such a strong concept of
sovereigntydescribegpeopleasthe exclusive decision malsan the world whereif
nal truths are uncerta{italtern 2005: 84)

According to this view, it is nqtossible to explain the phenomenorttad po-
litical if we consider reason and interest toitseonly elementgasthe liberal thought
doeg. The element owill is not less importaniThe lattemwould help to contextualise
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liberalismand prevent it from developing intot@chnocratic stateshere the political

is marginalized undethe pressure ofneffectiveness ithe technicakcientific de¢

sions have to go throughe channels ofdemocratt will-formation {Haltern 2005:
48-49, 217). Kactly what makes the technocratic order undemocratic is that it tends
to lack social legitimay, causing frustration and indifference within {he&pulation
(Haltern 2005: 217, 151)hus, the republican perspectregard the matrix of pok-

ical psychology as consisting tifree elements: reason, interestdwill (wherethe
sovereignsymbolizeghe concentrate of common Wi(Haltern 2005: 3, 64)

All in all, in praxis both understandings of freedom and readings of popular
sovereigntybliberal and republicaBcoexistand even complement each other within
one polity at the same time (see Sgha2012: 13ff). Probablyexactly this ce
existence of twdifferent ideas of popular sovereignty (and interpretations ef fre
dom)is the root otthe peaceful political processes and social pdsamuseolitical
actors in a state recognize thisexdstenceas legitimate Theco-existence crates the
necessargnvironmenfor dialog and contestation betweie political actors on di
ferent policy questions, without questioning the existence of the polity itself.

Summing up the essential features gbvereignty, ifst, actors and authors did
not come to terms alot the concrete definition of sovereigmigitherwithin the po-
litical process nor ipolitical philosophy makingambiguityone of its strongest cha
acteristics. Second, sovereignty representsaationto scepticism, which has been
regarded as a threat to law enforcement. Third, sovereignty is alwaygahb@rand
its concentration Fourth, the understanding gsopularsovereignty depends am-
derstanding of freedomNeverthelesspoth republican andideral ideasgenerally
happen to gealong in a modern constitutional state in Eurae@resenting different
groups of citizens

The concept of popular sovereignty wasgly criticised, especiallfor the
establishment of the commantedience relatiorand denial of political freedom
(Arendt 1994: 215). It was also describechgadicial power and framework foran
nipulaion thatcreates the conditions for exclusion and tends to abuse the situation of
exception (see Erlenbusch 2Q¥yamben 2002; Fouckw20108. Briefly, it is a-
gued that any power structure based on sovereignty inevitably pasaesseng ik
erarchical qualityand gives political elites an opportunity to manipulate and abuse the
authority at the costs obfitical freedom and inclusio



2.2. Legitimacydemocracyand democraticsovereignty

Sovereignty often serves dise reference for justification of policies artde
source of legitimacyy itself. But what is the actual nature of the relations betwee
sovereignty, legitimagyand democracy

Considering what legitiscy means, Fritz Scharpf notasubstantiadiffer-
ence betweethe functional, normative, and empiricpérspectives on political legi
imacy. All these perspectives focus on ondgher other aspect of legitimadut can
hardly be separateid praxis The functional perspective providas answer to the
main questionhow to ensurghe Oacceptance for exercises of governing authority
that run counter to the interests or preferenceseofjtivernedO (Scharpf 2080:1)?
The normative perspective is reflected tire institutional arrangementensuring
democratic participation, accountability, and transparé8charpf 201Q)The empi-
ical perspective focuses ahe compliance othe citizens based on legitimatirgg-
liefs rather than threaend sanctions (Schar@gD10: 301)In my opinion legitimacy
can be defined amcceptance, support (ul or diffused), and trust whin the popi-
lationthatare grounded inorms, institutions, and procedures.

Legitimacy ofauthority is identified through its actual acceptance, which is
expressed in a generadlit of the citizers to obeyand comply with the existing
norms Moreover, it is important thahe norms are generally accepted as a scale of
theright behaviour andigen asareason for oneOs own actions (Veil 2007: 34- Ev
ry legd order is built uporthe actual acceptandéat is decisivdor its own presera-
tion and stability. On the contrary, if a stategovernmerdl structuregpermanently
lack the acceptance heir authority is being damaged, leading to legitimacy shocks
(Veil 2007: 35). On the empirical level, legitimacy is also expressed in both wilful
and diffuse support. It enhances trust and trustworthwfesss individual not only for
herown compliancen the presenbut also trust in the present anduite compliance
of othersba crucial featurefor the long-term stability and justice of a potal order
(Follesdal 2006: 160). Follesdal points out that

QL egitimacydeficits are not, however, merely a matter of publicepi

ion polls registering low levels of political support for institutiond; po
icies and authorities. Legitimacy is about whether citizens have trust in
the future compliance of other citizens and arties with institutions

they believe to be normatively deserving of obedienceO (Follesdal
2006: 172).



Thefirst discussion of legitimacy follows the ideas of M&kebet who intro-
ducedthree types of legitimate authority: legal, traditional, and chatism@ince
then, the concept of legitimacy has become more complex, and Follesdai; for i
stance, divides between four fundamental conceptions which define legitimaty: legi
imacy as legality, legitimacy as compliance, legitimacy as problem solving, atid legi
imacy as justifiability (Follesdal 2006: 154). Moreover, legitimacy is differentiated
according to its object: a decision, an authority, a public institution, a regime or its
principles, and a political community asvhole (Follesdal 2006: 159).

Despitethis complexity of the legitimacy concept, the scientific literatune-ge
erally focuses on the differentetweenthe input and outputegitimacy wherethe
input legitimacy stands fonclusion andparticipation andthe output legitimay ind-
catesthe effectiveness of decisignaking.Vivien Schmidt crucially updated thisd
bate by adding a new dimensi@the throudhput legitimacy (Schmidt 2013Jritz
Scharpf argues thdlhe input-oriented arguments only are not enough for legitimacy
of agoverning pwer, but they must be extendedin some cases even repladsd
the outputoriented arguments (Scharpf 1999a: 188). Thus, democratic legitimacy is
not only about inclusiorbut also about efficiency (Benz 1998: 364). From my point
of view, a strict separatiorof these types of legitimaayan be misleading on thene
pirical level becausthere is no real competition or choice betw#smeffectiveness
as output legithacyand participation aa procedural input. If decisiemakers exal-
sively optfor one of these possibilities, the quality of policy output can be damaged.
A technocraticeffectivenesriented decisionwhich lacksparticipation,can face
civil disobedience, damaging its effectiveness. In the same way, participation without
the orientation to effectiveness will not lead to reasonable solutions. It is important to
mention that more participation does not immediately mean qualitatively worse dec
sions. Moreover, the quality of participation matters for legitimg@igttoni 2010)
Deperding on the issue at stake, legitimacy can be achieved through authorization,
represetation or direct participation(Piattoni 2010: 191). Thusjecisionmaking
must be flexible enough to react to the legitimacy needs and claims from tha-popul
tion. Sometimesa minimal stadard of participation is perceived as fdut other
timesthe minimal standard can bring to life destructive consequences for poiicy i
plementation if it does not correspond to the expectabbssme citizen group#s
Abromeit fairly arguesthe more heterogeneous the socistythe highethe price of



frustrationwould be, andthe moreparticipationwould benecessary (Abromeit 2004
79).

The concept of throughput legitimaisyunderstoodas Qovernance processes
with the peofe, analyzed in terms of their efficacy, accountability, transpareney, i
clusiveness and openness to interest consultation® (Schmid2pah8oducing it,
Schmidtargues that it ithe quality of the governance processes that really matters for
the evaluation of a polityOs overall demociatitimacyrather tharthe effectiveness
of the outcomes and the participation of the citizenry only (Schmidt 2013: 3). In fact
the decreasing tlmughput legitimacy ighe most salient and politically riskyas it
would alsochallengebothinput andoutputlegitimacies

OBad throughpub consisting of oppressive, incompetent, corrupt or
biased governance practid@segularly undermines publigerceptions

of the legitimacy of the EU governance, regardless of how extensive
the input or effective the outputO (Schmidt 2013: 3).

Schmidt underlines the crucial role of interegermediation with thg@eople Politi-
cal actors should be responsive tte participatory input demandsnd the policy
making should correspond witkthe standards of ethical governance and be public,
providing the citizenswith the accesdo information. Moreoverit is crucial that the
newvork governance operates withine established Oprocedural requirements der a
tive participation by a broad range of stakeholders in regulatory decision making®
(Schmidt 2013: 1-18). Therefore, thauthorrelateslegitimacy tothe balance irthe
interest articlation or, in other words Ob questions regarding the balance in access
and influence among organized interests representing business versus those-+epresen
ing unions or public interest organizationsO (Schmidt 2013: 6).

Discursive practices can essentially contributthsshapng and redefinition
of legitimacy.Discourse is crucidbr the processes of social learning and for the e
tablishment of th trust In the structures of public communication, representatives
give reasons for their decisions, and those represented should have an opportunity to
disagree with their representatives if they are not convinced of the decisions or the
reasons given for them (Benz B0®B3). Thus, the public sphere and public dialog
represent space fothe public scutiny (Tully 2013: 169ff). The lattesupports the
communicative and controlling relationship between the represantédheirrepre-
sentativesn the situatiorof trans@rency and publicity (Benz 1998: 364f)iscourse
andthe discursiverepresentatioexpress theommunicativeaction and, thusshould

be consideredsaa mechanisnof thethroughput legitimacySchmidt 2013).



To sum up,soveregnty always requires andepends ortegitimacy. Thus, it
would be rightto point outthat popular sovereignty is determined by legitimacy. But
is legitimacy determineddy popularsovereignty to8 The nexusbetweenthese two
corceptsis democracyas the latter represents the input and throughput aspeets of |
gitimacy and simultaneouslis a framework for sekdetermination and expression of
political freedom. There are several reasons why democracy and sovelaignty
strongly connectedFirst, peple or citizens constitute the source of power in both
these conceptsSecondthe majority rule and/or general will abe core of decision
making represents another common featafeboth theseconcepts.Also, <lf-
determination isa cornerstone of both d®cracy andsovereignty.The pinciple of
sovereigntyis grounded irthe principle of autonomyvhereanindividual partly lo-
es her natural freedonbut gainsa political one and individual selfdetermination
transforms into calecsion right (Veil 2007: 52)Thus, democracy providesframe-
work for codecision as expression of political freedom condensdberprocedure
andpractice of political wilformation (Neumann in Abromeit 2002: 69).

So, whiledemocracyembodieghe input and théhroughputaspectsf legiti-
macy, the criteria of democratic quality are equal with the criteria of both input and
throughput legitimacy: equal and effective participation, publicity, and accountability
(Kohler-Koch 2013:4;see also Kasison 2001: 40ff)Representativeness (represent
tion of possibly many public needs and values), transparency, access to infgrmation
and inclusive participatioshould be mentioneldere too Also, equally significantare
responsiveness and popular conftaird 1998). Moreover, Lord mentions the nece
sity of political leaders and power relations to be authorized by the people (Lord
1998). All thesecreate tle basdor the input legitimacy ofa political system through
the democratic proces of collectivewill -formation, which provides institutionalra
rangements of circular relationship betwegvernors and the governed (Benz 2003:
83). Describing the relations between citizens and their representatives, Benz sums up
the following criteria of democracy. Et, Oinstitutions and procedures have to bring
about effective solutions of political problem@@nz 2003: 83)Second, Oa political
system must enable an unbiased transmission of citizensO interests into the process of
governance. The interests of o#is should be decisive both with respect to the-age
da of a government and with respect to the decisions on alternative solutionsO (Benz
2003: 83). Third,the office-holders must be held acountablefor their decisions

(Benz 2003. Therefore, democracy & political framework, which includes instit
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tions and procedures for exercise of political freedom, political inclusion, and broad
participation in decisioimaking as well as transparency and mutual control of actors.
According to AbromeitOs definitiodemocracy is extension of individual self
determination into the area of collective decisions; it makes itself concrete in-partic
pation of individuals in decision, which affect them and to which they are subirdina
edO (Abromeit 2004: 78anslation S.N).

Contestation is essential for democracy, especially in a society characterized
by diversity and potential or actual social conflicts. In fact, contestation cae be r
garded as théowest requirementfor democratic polity (see Coppedge et al. 2008;
Bartolini 2000 Dahl 1998 (Follesdal/Hix 200% Follesdal and Hix argue thabntes-
tation (for political leadership and over policy agends)Oan essential element of
even the OthinnestO theories of democbacpDsalemocracy is rooteith the defini-
tion of alternatives (Follesdal/Hix 2006: 533). Through the process of deliberation
and party contestatioritizens shape their views and getapportunty to form an
opinionon their policy preferences-ollesdal and Hix stress the crucial importance of
alternatives in a democratic political process: Oif citizens cannot identify alternative
leaders or policy agendas, it is difficult for them to determine whether leaders could
have done better or to identify who is responsible for policiesO (Follesdalbix
548).

Democratic sovereignty is understood her¢hasiltimate location othefinal
decisionmaking authority irthe citizens on the principles of seletermination and
co-decision.Although some scholars caargue thathe ideas of popular anceuho-
cratic sovereignty have a very simi@reven the sammearing, in my opinion using
the term democratic sovereignty in this research would be more peibe latter is
not only based othe democratic understandjrof popular sovereignty balso binds
sovereignty tocertain democrati@rocedurs and principlesMoreover, democratic
sovereigntyis free of historical and partly ideological connotatiowhich the term
popular sovereigntgertainlypossesses.

So, democratic sovereignty onlyists in the context of a democratic peec
dure and proces#i means sovereignty of demosabketerogeneous political and-s
cial fabric, consisting of politically active citizens with their interests, valaed a
number of identitiegfor instancepolitical, professional, gendetultural etc). These
citizensshould never be incapacitajegs they ultimatelyglecideaboutwhich public
capacities rema to be exercised by therand which they delegate tioe governors.
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Therefore, they literally gova the way theirgovernors exercise these powéns
means ofevaluation of their performance, overview, and control (Tully 2013: 190).
The sovereign is the one who has capacity to legitimately disagree or to reject the
complianceg/Abromeit 1995: 50). In @ixis what keeps a state together is the peopleOs
belief that theilaws are right and justecause they are credtthrough the procedure,
which they themselves have defined earlier in a constitution. As Pernice putwit, Oso
ereignty is sekdeterminatiorof individuals rooted irthe human dignityQygotedin

Veil 2007: 46 translation S.M. Through democratic procedure, discussions, @&id d
liberative opinion building, a decision becomes the positive dec(slattern 2005:

52). On the contrary, a decisidhat is made outside of this framewaskregarded as
coercion (Haltern 2005: 52).

2.3.Deliberative democracy
2.3.1.The nmain principles

Deliberativetheory by JYrgen Habermas initiastintensediscussioramong
scholars. As itombinesboth democratic sovereignty atite procedural aspects of
democray, Habermas considers his own appro&ztbe different fromboth liberal
and republicanapproachesHaving rdionalization as its corenakes popular sove
eigntymore than puréegitimationbut still less than conaiction of poweil(Habermas
1992: 364) According to Habermageople as the source of all state power dues
represent a subject with will armbnsciousness batn only act irplurality because
peopleis neither able to decideonto act as one single bo@d{abermas 1992: 607)
Habermas réntroduces the idea of democrasovereigntyso thatinstead otthe arhi-
trary deciding subjects, which claito representhe whole community, there appear
Qubjectless forms of communication that regulate the flow of discursive oginion
and wilk-formation in such a way that thdallible outcomes have the presumption of
practical reason on their sideO (Havercroft 2011: IB&ljberative democracye-
claresdemocraticsovereignty to béhe principle Othat all political power derives from
the communicative power aftizensO (Habermas 1992: 2@@nslation S.N). In this
sense the proceduralsovereignestablishesational consensusisthe ultimate source
of authority,andthe principle of democratisovereignty is expressed tine comnu-
nicative and particigéon rights(Habermas 1996: 298yherefore Habermas presents
a very decentralizednodel ofdemocraticsovereignty However the role ofthe pro-

ceduralsovereignis crucial in a politicabrder, enactinddabermasOs discougsin-
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ciple andthusrationalunderstandig. Inaccordancevith the principle of democratic
sovereignty a subjective law of equal participation in the democratic will formation
overlapwith the objective antkegal enablingthe institutionalized procedure of civil
self-determination (Habermas 1992: 20Babermagbelieves that in the absence of
his procedural sovereign, society will fall into a state of conformism that is utwable
critically modify existing norms on a rational basisO (Havercroft 2011: 188). Mudung
argues thaHabemasregardsstate agshe means ofnstitutionalization ofthe self
determinationprocedurefor citizens representing the idea of simultaneous origiin
law and politcal power(Madung 2007: 112)Consequently, democratsovereignty

in the formulation of Habermalsasonly the aim of establishinga procedurethat
would ensurethe most farorable conditions for thegoublic dioursegMadung 2007:
115)

The original concept of deliberative democracy by JYrgen Habehassts
sourcein the ordinary langage theorysinceboth of these ideasegard truth as a
phenomenon defined through intergdtive rational communicatio®oth Habermas
and the ordinaryanguage scholarseeWittgenstein2001, Cavell 1979 and Austin
1985 acknowledg the necessity of contestat within a community and political
modelsof northierarchical authorityHavercroft2011:235ff).

Habermasbelieves thatcommunicative rationalt and ts implementation
through law to behe onlymeasure that is able to achieve the gdeadocial intega-
tion in a modern society and overcerthecolonisationas aform of life. Therefore,
he demanded theublic and critical use afatio as well agn actual real&tion of the
social and politicefunctiors of each individual (Madung 2007: 97)he experience
of social cooperation where solutions ttee common problems are found through
publicity andcontestations the essence of deliberati@mathe thana sort of scientific
discussion with purely argumentative understandif®chmalzBruns 2002: 279;
Scharpf 2010: 166). &iberation according to Haermas, provides legitimaayot
only through participgon and wilkexpressiorbut rather through thgeneral access
bility to the deliberativeprocess, whoseonfiguration is based atme expectation of
rationally acceptable resultS¢hmalzBruns 2002: 276)Citizens perceive a decision
that resulted fronthe democratic procedure, discussipasid delierative opnion
building asthe positive decisioifHaltern 2005: 52)Consequentlydeliberationand
the procadural democratic elementsuch as democratic electiopsovidelegitimacy,
authorizng the polity to rule in the name of d@i$ citizens



| believe that Cohen and SabelOs definition of deliberative democracy includes
its essential features:

OOn the deliberative interpretation, then, democracy is a framework of
social and institutional conditions that both facilitates free discussion
among equlacitizens by providing favourable conditions for exgre
sion, association, discussion, and ties the authorization to exerbise pu
lic power and the exercise its@&to such discussion, by establishing a
framework ensuring the responsiveness and accoutyatfilpolitical
power to itO (CoheBabel 1997: 320).

The moral reasoning within competing values is the central element in delibelration.
the deliberative disagreementtizens are expected Oto accommodate the maral co
victions of their opponent tdé greatest extent possible, without compromising their
own moral convictionsO (Gutmann/Thompson 2000: 3). As Eriksen and Fossum
claim, it alsoQlenotes actorsO attempts to come tagamementbout the definition

of a situation, to reach a commandersanding of how a given situation should be
described with the help of the human languageO (Eriksen/Fossum 2012: 1&a-This
ture makes deliberation perfectly compatible with the policy areas, which are often
considered too technical for pubjarticipdion. Despitethe claims of some authors
that public participation can lead to inefficiency and complexity of decisiaking |

think that there are situations whigre public involvement isrucialto finding asolu-

tion and providing its legitimacy. In my opinipignoring the necessity g@ublic pa-
ticipation would aggravate theroblem in futurecreating a dangerous situation

OMoral argument in politics can be socially divisive, politicalty e
tremist, and morally imnclusive, but avoiding it for these reasons
would be sehldefeating. The divisions, the extremism, and thennco
clusiveness would persist, while the prospects of finding better terms
of social cooperation would deteriorateO (Gutmann/Thompson 2000:
347).

But except for the public sphere, there are further conditions for deliberation.
Abromet outlines some of them :ag) the participants of decisianaking process
must have a common purpose and be in agreement about the substantive boundaries
of discourse 2) the formal voting procedure should be of minor ificgince during
decisionmakingor, in other wordsOsubordinated to argumentative interactionO; and
3) there should be a Oneutral partyO present (Abromeit 2088: tBInslation S.M.
Citizens or participants in deliberation must recogmire awother & free and equal,
both horizontally and vertically, rejectingategic behaviour in favour of thgoal to
reach the common understanding. Gutmann and Thompson desmipecity as



acting fairly, while Othepossibility of any morally acceptable resolution depends on
citizensO reasoning beyond their narrowistfest and considering what can bg-ju
tified to people who reasonably disagree with themO (Gutmann/Thompson 2000: 2).
Reciprocty, in this sense, implies moral respesten to morally mistaken positions.
Thus it neither means impartialityor prudencebut an equal treatment of visions
amongthe participants (Gutmann/Thompson 2000: The authors arguéhat at-
houghin practicenot everyonebut some citizens andfficials make arguments ne
sistent withthe principle ofreciprocty, deliberationis still not an utopia (Gut-
mann/Thompson 2000: Zrventheselfinterested speakers are compelled to argue in
terms ofthe public interest (Elstet998), whereathe bestargumentimay be the one
that generates bigger support, and not the thia¢is able to convince all thgartia-
pants(Thaa 2007: 9®7). Finally, it isimportantto acknowledgehat the conditions

for deliberation are often consideraxbetoo strict andmpossible to provideni real

life. However,Eriksen argueghat even ifthe perfect conditions of deliberation have
notbeen meta publicdebate castill havean epistemicvalue, which ismoreof sub-
stantial tharproceduratcharactefEriksen 2007: 38ff).

It is crucial that a deliberative proceduneates alirect connectiorbetween
sowereignty and thelemocratic procedurélabermasGdemocraticsovereignty is an
expression of higliscourse principl®OJust those action norms are valid to which all
possibly affected persons could agree as participants in rational discdDiseH®
general principle that applies to all moral and legal norms (HabetS@6: 11ff
translation S.M. It is especially crucial in the conteat globalization and European
integration as Neyer argues, Oin the absence of coercive powers and any widely held
belief in the sacredness of a given political order, legitimacy by means of discourse
today carries the burden of providing a normative foundation for political integrationO
(Neyer 2@6: 780). Thusthe gaps in sociahnd political integration are closed
through participation of citizens (Habermas 1996: 292; Haltern 2005: 528).

2.3.2. Deliberative procedur@nd its requirements

The following partconsides the procedural core of deérative democracy.
The decisions emanate from a plurality of individual statements, which are generated
and treated according tthe democratic rulesand whose collective interpretation
turns them intca statement othe sovereign general wi{Habermas2011: 53). As

deliberationis a settlement practice among equals, which is not based on compromise



but on the conformity of reasons, its main aspectsatrenality and mutual judtca-
tion. Cohen and Sabeloint out thatOcitizens are required to deferdposals by fe
erence to considerations that others acknowledge as reasons, and not simply by refe
ence to their own interestsO (Cohen/Sabel 1997: B#fle the exchange of reasons
and statements takes place in publiergene gets anpportunityto weigh the rea-
sonng of the otheand estimate its relevance (Cohen/Sabel 1999). For instance,
althoughconstitdional reasons are recognised to agoreme, no universal weight of
policy reaons can beefinedbecausalifferentactors weigh a variety of policy ae
sons differently (Cohen/Sabel 1997: 3228). Scepticism fulfils aspecial function
hereas an impulse, which isecesary within the moderpolitical systems because
keepsthesystem lively triggering the search fanew solutions of specific problems.

The deliberative democratic procedutieecs the administrative power in a
certain way makingthe receivers and authors of lagdentical (Habermas 1992: 364).
Thus, the lawmaking throgh parliament is described aswatergate (Schleuse),
which enablsthe penetration of communication flow from publiche political sys-
terms and transfesthem irto legally binding decisions (Thaa 2007: Ollggitimacy is
ensured wheran administrative power acts reflexively, permatig crossing the
communicative flows inthe political public(Habermas 1992: 622)

The public sphere plays an indispensable role in any model of demoacy, e
pecially in deliberation. Originally, Oit is the place where citizens exercise their public
capaities to judge and hold to account their governors in accord with the public
goodO (Tully 2013: 190). But the framework of deliberati@mocracyexpandshe
functions ofthe public sphere, giving every individlan opportunity to express her
vision, vaues, andsolutions thusencouragingndividual responsibility. It is also a
sphere of mutual subjectivity, ensuriaglialog between the governed and their e
trusted governors over the delegation of capacities oiyseérnment and the public
good (Tully 2013: 191).Eriksen describes publicity as Oa democratic experimental
device for detecting and solving social probleixiacluding the identification of n+
intended consequences orppductsDand not as a political principle of legitimacyO
(Eriksen 200739).

The fundamental question of deliberation is, who mpatticipate?Various
approaches tddiberative democracynderstand deliberation as public and possibly
including everyone concerned consultations about issues and common problems

(Thaa 2007: 86 However,schdars, including Habermasusually differentiate &
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tweenthe public deliberation(unorganized form ofeliberatior) on one han@nd k-
liberation between the representatives of different interest grag thegovernment
or within thepolitical elitein a broad sens@rganized form of deliberan) on the
otherhand(Thiel 2012: 94, Schmidt 2002Such division cannot b&rict, asthe elite
and ordinary discoursecannot be entirely sepgedin practice In fact, hey are
closely relatechnd in many case®presentative for each other. Theblic delibeb-
tion increases the pluralityf discoursebringing more fresh ideas into politics for
better policy outcomes (Steiner 2012: 26)also presumethat a free and opendi
course brings forth quaditively better decisionsand their better justification
(EriksenFossum 2012: 17)n its turn, he eite discourse is rather characterized by
better selectivity and stronger focus (Thiel 2012: 94).

Moreover, it is possible thahe elite deliberation Obehind closed doorgd pr
cedeghe public deliberation. There are scholars wkien argue that sonpmlicy is-
sues should be left fahe elite deliberatiorexclusivelybecauseéhe public delibeb-
tion among citizens often relatéo how the media tend to report politics (Wendler
2005; Schmidt 2002). Wendlppints out thatvhen itcomes tahe EU thereis a te-
dency to conceptualize the principle of deliberative politics separated from the general
pubic. In this case, deliberatias narrowed down to discussioasnong epertswho
are treated aunctional equivalent ofhe general pblic (Wendler 2005211ff). Ac-
cording to this logic, deliberation ignited to political actorsjnterest goups, and
those actors whbave important stakes in thesue. Howeverthe elite deliberation
should not turn into a case where representatives give reasons asattierely e-
ceive themThe concept ofssociative democracy tries to solve this probbgnioca-
ing deliberation withinthe political associations, which dessthan public but more
than elite.In this case, authors draw attention to the necessityngtitutionally
strengthertheweak and less organized interesspurpose, in order treatethe bd-
anceand guaranteesqual participation of various interests (see Huget 2002: 24ff).
The associative approach is especially suitable for inclusion and representatien of
functional interests.

To sum upjt is not always necessary thewery citizen participatesn order
for deliberatiornto take placeOnce the criteria of inclusiveness, contestation, and r
tional reasoningre satisfied deliberation can also take pamong the represant
tives.In fact, deliberationshould be considered as representatiovies rathethan
individuals (Elster 1998: 13), encouraging contributions from citizens through elim
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nation of barriers tgarticipation and thugpromoting the multiplicity of perspectives
and multivaleoy (SchmalzBruns 2002: 279). This type of deliberation dsnastep
forwardin transparency and accountability, asntouragetheinterest group$o im-
prove their organization and be more present withirddraocrat framework insi-
tutionalizing reciprocal objeans (SchmakBruns 2002: 280).

Deliberation shold be aimed omesolvingsomethinghusit has an endded-
ly, in its final stagethe @inionsof losingminorities are expected to be treated with
respect and due consideratibtabermas defines the purpose of communication quite
narrowly b actorsintending to seek the truifThaa 2007) Therefore, a decision as a
resut of deliberation should be @nsensudecause compromise does not demand
the compliancy ofeasondut ratherrepresents a traetdf betweenthe interests and
opinions of participnts tharemain stable (Thaa 20087). In practice,communi@-
tion is not only truth seekinigut also interestiriven. Hence,deliberation is a mixture
of bargaining and arguingnaking both consensus and compromise its possilile ou
comes(Schmidt/Radaelli 2004: 374Analysing the empirical material on deliber
tion, Schmidt and Radaelli conclude that there were neither Opure conflicts-of inte
estsO based exclusively margaining notOpure conflicts over factsO in which actors
use argumento establish the truthThey discovered conflict of policy paradigms,
norms, and/alues where arguingas oftenusedas a means ddargainng, butit also
possessed potential to more transformat¥iects (Schmidt/Radaelli 200874).
Gutmann andrhompsonexpressthe idea of deliberationwhose principlestrongly
depend orthe concrete, issuspecific contextThey believethat Odeliberative pe
spective sometimes justifies bargaining, negotiation, force, and even violen¢eO (Gu
mann/Thompson 2000: 4). In any case, according to the idea of deliberatiom-the
jority of decisions should be considerdlible and can be taken up again at a later
stage if new infanation and new arguments ar{§teiner 2012: 11)

Some scholars ang that deliberation is also important for efficiency, effe
tiveness, and quality of decisionaking, especially im heterogeneous polifjNeyer
2006: 787). It reduces the number of acceptable policy optiottsose, whichare
compatible withthe generalinterestandthusmakespolitical compromise more likely
(Neyer 2006: 787). The public scrutiny of the effectiveness of strategies aatsisad
another positive sideffect enforcedby deliberation(Cohen/Sabel 1997: 314). @0
cerning thepolicy effectiveness anthe outcomes of deliberation based the empr-
ical research, Gutmann and Thompson conclude that deliberation may not ¢&rave pr

! ‘%



duced the best possible solutions, Obut its results were probably no worse than less
deliberative means would Y% achieved, and they surely advanced public undekstan
ing furtherO (Gabann/Thompson 2000: 359).

It seems likedeliberative democracy represents a solution to the challenges of
heterogeneityand institutional constraints ang able to correct the recenegative
development othe aggregative democracy modeDeliberationadvancesfficient,
effectivg and legitimate governae in the EU (Neyer 2006: 788)hile democracy
is usually analysed either in its procedural orssatial formsdeliberativedemoca-
cy combina boththese elements in one id@sbromeit 2002: 114f)

Deliberative democracy does not confine democracy to a statenuwsObut
rather grounds it in the rights that free and equal subjects grant to each other when
they want to goversommon affairs through positive lawO (Eriksen/Fossum 2012: 7).
Fromthis perspectivethe concept of democratsovereigntyimplicatescitizens@o-
litical opinion building and will-formation, which bears the burden of legitimation.

Unlike the other modelsf democracythedeliberative model interpretiver-
sity and heterogeneiip the EU integratiomositively. as afacilitator and enhancer of
the public use of reaso@ohen and Sabel point out that

Othe advantage of actual deliberate consideratidteafiatives by d

izens of equal standing but diverse experience and disposition is that
the diversity of viewpoints brings out the strengths and weaknesses of
diverse proposalsO (Cohen/Sabel 1997: 330).

In this understandingheterogeneity in the Ei$ consideredo bean important e-
source ofthe democratic selfjovernmenbecausédisagreement can even be eend
cive to democratic governance, providing incentives to debate, political interaction
and intersubjective learnidy(Neyer 2006781). Deliberativedemocracyalso repre-
sents an attempt to address the challenge of moral disagremorengfficiently than
the other models oflemocracyas theformer securesa central place irthe politica
life for themoral discussioGutmann/Thompson 200

Deliberationaddressethe quality requiremendf democracy (Eriksen/Fossum
2012: 16)and simultaneouslizelps to ovecome some of the difficulties @hforcing
compliance in the EU. From the perspectoieeffectiveness, there are severaerel
vantarguments in favour afeliberation: relevant @ knowledge that participants
tend to be more otheegarding, andhat participants tend to beore reflective in
their definition of problems and proposed strategies (Cohen/Sabel 1997FR&3®).



ble deliberative procedurgsrovide an institutionastructurefor voicing concerns and
for adapting rules tthe changing preferencesd technological innovations.

Neverthelessa complete substitution of all elementstbk other democratic
models with deliberation seems to be counterproductieliberative democracy
should ether beseen as critical extensionand strengthening element tbe proce-
dural-aggregativefoundation of democracy.Deliberation introduces the decision
making procedure, ich isOnot a question of a democratic election, but of gropo
ing, listening, concerting, changing oneOs opinion, in order to formnimen a
common willOElster 1998: 3).

2.3.3.Dangers of deliberation

It must be recognised that deliberatimamsreceivedat least as much criticism
as supportln the followingsection | would like to presena criticalassessmeraf the
deliberative idedoo. The eclusive deliberatioms not capablef fill ing the legitima-
cy gap while beinggrounded m the elite episemic communities and expertise that
produceideasand images, which cdretrue or false The circumstances of exclusive
deliberation enlargéhe gaps iregitimacy, scepticismand frustration othe popub-
tion. Moreover, here are three maitlangers connected the real life deliberation:
lack of the mutual understanding and respect among the a¢sess Marcinkowski
2005) lack of inclusiveness othe deliberative procedurgsee KohleiKoch et al.
2004; Abromeit 2002)andescalation of cofitt instead ofreachinga consensugsee
Sanders 1997Karlsson 2001; Elster 1998Thesedangerdinally leadto a defected
deliberation,which, instead offulfilling its original purposesleads toincreasing
asymmetries in power.

Many scholars question the idea tlatiberationcan actuallyprovide inclu-
sion. These doubts can be summarized as danger of dmarpf 201Q)exclusion
of lesseducated or less rational citizefseeElster 1998 Thaa 200Y, absence of pr
cedureto securehereal participation of eacffected individual, inability otdeliba-
ationto guaranteghe balance in interest representati@@eBlaesHermanns 2007
Sanders 1997 and questionable public rationali(geeEmden/Midgley 2013Sard-
ers 1997;Sunstein 2008 There isthe growing concernthat the goal®f deliberaive
theory transformnto symbolic politican practice(Abromeit 2002: 107).

Although deliberative democracy states that everyone affecteddiegision

should be able to participaie it, scholars are rather sceptical about this possibility.



As Steiner fairly observed, there are plenty of issues, like environment or health care,
which concern literally everyon&tener 2012) Especially in a large political system
such participatin in the decisioamaking is organisationally or administratively-i
possble. Therehas beeran attempt to solve this problem throutie deliberative
pooling asJamesFishkin suggestst (Fishkin'Laslett 2003. However,the latter has

been criticised byhescholardoo (see Steiner 2012: 33ff).

The demand for too high degree of moral and intellectual sophistication
makes deliberation irlaberma&termsexclusive (Scharpf 2010: 165). For example,
education enhanceteliberation, whereai is clear tha everyone cannot be equally
well educated (Elster 1998: 13). Therefateliberation catead to discrimination Oon
seemingly democratic grounds the views of those, who are less likely to present their
arguments in ways that we recognize as characteristically deliberative® (Sanders
1997: 349. Moreover,discourse as a flow of iarmationcanfail to reach or to ao-
vince the counterparts, atioe public rationality often cannot be guarante€de la-
ter is highly criticisedamongscholars, either fronthe perspective athe universal
rationality asbeing unrealistic or ag practice which actally hides exclusion meeh
nism within itself (Thaa 2007: 88). Deliberation procasstime-consuming and can
be very demanding fothe participants. Ifpeople are not trusted tteliberate omnot
everyone is able to pacipate in deliberation, it cabecome exclsively elite and
technocratic (KohleKoch et al. 2004: 224; Bxomeit 2002: 105). Bargaining @
cesgsamongtheinsiders have potential externalize costs ame outsiders.

Although discoursén HabermasO understandingesy significantfor dema-
racy, in some condition# fails to provide inclusion and participatipeven together
with theinstitutional and other procadal aspects of democradylaesHermanns a-
alysed the questioof whether deliberation is able to increase equal reptasion,
especially when it comes tbe weak interests, such as the interests of poor (Blaes
Hermanns 2007: 129ff). She claims tllé structuralproblem ofthe deliberative
procedure is that from the very beginning certain interests have less chpacgdef
pating successfully whilghe reasongor this were not deliberated and agregun.

Here she basically refers to HabermasO classificatiotheofliscourse types and
claims that in practice the moral discourse isubstituted withthe pragmatic os-

course (Blaeslermanns 2007: 131). Thudeliberationhasso far notbeenable to

bring balanceo the interestsO representation, which makes its practice Ooften neither
truly deliberative nor really democraticO (Sanders 1997: 349).



In fact, even if all interests are equallgpresented, dominatiaf a debatdy
some atorsalso has crucial consequendes politicization and the quality of dél
eraion. Analyang the public debates othe Eurozone crisis in sigountrie$, the -
seach by Gande and Kriesi shows thidiere was no significant increase of politéiz
tion as both the range of actors and the degree of polarization remained relatiyely low
despitethe great salienceand importanceof the issueover a long period of time
(Grande/Kriesi 2015)Interestingly,in the case of Germanthe authors proved low
polarization despite high salience arghrticipation of a wide range of actors
(Grande/Kriesi 2016 In their study Grande and Kriesi explaite low politicization
by strengthening of the executipewerin the situatiorof the Eurozone crisighat led
to a decrease irpolarizaion (GrandéKriesi 2015: 498 In other wordsthe domina-
tion of the executive on botihe European and national legghamperec wide and
intensive deliberation on the topic of European integration.

How can it be guaranteed that all conditions of deliberation, espéeitialyu-
tual understanding, are fulfilledrhe ordinary political life irparliamentary demoar
cies aes not prove to be cooperatiigendingto reach conformity of resons or find
thetruth (Thaa 2007: 92). Moreover, there is a consensus athesgholars that &
liberation should not be considered as a decisiaking pr@edure by itselbut asa
necessary supplement to bargaining, votiogboth(see Elster 1998: 14; Cohen/Sabel
1997: 320). Inthe empirical research of constitutional debate in Liechtenstein,
Marcinkowski concludes thétom the beginning until the end die debatethe party
in powe neither show respectnor accepd the claims of its opposition as legitimate
(Marcinkowski 2005: 144). Another example would be the cagsbeotUSA, where
consequences of prejudicjch as rageclass, and gendewere scrutinized in dedt
eration(Sandersl997). The author came to theonclusion that Odeliberation requires
not only equality in resources and the guarantee of equal opportunity to articilate pe
suasive arguments but also equality in Oepistemological authorityO, in the capacity to
evokeacknowledgement of oneOs argumentsO (Sanders 1997n 348X). he arg-
mentsand/or participation of some groups dam disregarded orné¢ basis of pref
dice. If the prejudiceemain Ounrecognized by both those who are subject to it and
those who arergjudiced, prejudices cannot possibly be challengedO (Sanders 1997:

353). The expectatiothat deliberation would enhance citizenship by inspiringrauto

® The public debates have been analyzed in the cditiding countrie®Germany, Frace,
the UK, Austria, Swederand Switzerland (Grande/Kriesi 2015).



omy and a sense of communitgading tothe mutual respec¢twould not be meif
social hierarchies anghatterns of oppression hamper this idea, generating the opposite
outcomebalienation (Sanders 1997: 369).

According to Habermaghe majoritariardecisionmaking represents ration-
ally motivatedbut fallible result ofa preliminary endeddiscussiorabout whaipoliti-
cal action is right and appropriate (Habermas 1992: @3he criticism of delibea-
tion fairly points outthere is not only one scenario that deliberation will eraldon-
sensusFor instanceKarlsson claims that there is ratherditempirical evidence gu
porting this (Karlsson 2001: 59). The second possible scenario would be thatdeliber
tion ends with increased differences and escalati@nconhflict, following increasing
distrust and lack of legitimacy (Karlsson 2001: 59; EI$&98; Abromeit 2002: 148).
Moreover, the chances of such escalation and radicalisation are higher in a highly he
erogeneoussociety becauséhere is different perception of problemmaking the
agreement on solutions very problematic r(@theit 2002: 148)Abromeit emphasizes
how the mutualreason givinggenerally dependspon a higher degree of homogene
ty amongthe citizens than can reasonably be assumed in a-tmae, pluralistic €-
mocracy (Abromeit 2002: 148).

Therefore, neither mutuainderstandingnor steeringowardsa consensus can
be taken as granted.uBlicity is ambiguougoo: Oemotionally charged and with an
unclear understanding of the foundations of constitutional order, the public could not
entirely be trustedO (Emden/Midgley 2013: 6, @se Marcinkowski 2005). Some
scholars recognigie difficulties forthe democratic procesa dealng with the ques-
tions of exceptional complexity (Sbragia 2005: 179). Moreover, it is claimedithat
zens areparticularly driven by the interests, whichmmediately and obviously oe
cerns themselveand are not capabtd apprehenishg anything beyond this (Sanders
1997: 355; see also Sunstein 2003: ¥ljhis wereindeedthe casea straegic ba-
gain would bepreferred to deliberation. Thus,

Oalthouglwithout any doubt the communicative action theory af H
bermas has a goal to strengthen universal norms of justice against both
values of particular groups and imperatives of societal subsystems, a
look at real political disputes about moral norms as hungguts, ®-

cial justice, or welfare state shows that moral norms are not only co
troversialbut also are in danger to become substituted for functional
demandsespecially forthe economicone® (Thaa 2007: 10fansh-

tion S.M).



The public media tends tbe incapable of generating discursive communicatbin
cause ofits preference for conflict, its motivation for discrimination o# political
opponent,ts tendencytoward simplification and trivialisation of issugmotivating
political actors to appeal directly tbe public and discuss each other instead @f-co
municating with each other (Marcinkowski 2005: 136H¥pecially in the case tie
European initiatives and poliayaking, it isthe national media thadomindes the
news reportindincludinganalysi$ in thelocal languageandtendsto concentrate on
antagonisms.

To sum up, lie ideaof deliberation and its reality in the EU é®@mplexas
there areargumentsboth for and againstdeliberative democracyAlthough some
questions concerning the deliberative procedure remain unresolved, in my ppinion
deliberation still can have legitimating and democratic value in the highly heterog
neous polity of the EWinderthe condition thatunctional repregntation isguaran-
teedandthat the contestation of ideas and policy conceatsually takes placerhe
ideaof deliberationis especiallyusefulfor reinforcingdemocracy ira heterogeneous,
de-centralized polity, opening neghannels for effectivearticipation and emphasi
ing the significanceof discourse in a modern staf@espiteall the technical difficls
ties, the conceptof deliberate democracy by Habermas provides a normative concept
of procedural popular sovereignty antransnational setting his approacis both n-
clusiveanddepends omparticipationof citizens and political actois the definition of
agenda as well as concrete policymaking.It demandsqual opportunity t@resent
a view inpublic, communicatingvalues and experiencandcontributes to thebjec-
tive of finding the policy solutionsbuilt on consensus or at least a compromidee
end results of deliberation are fallible and can beoresidered irthe future delibea-
tions. The following chapterattempt to offer an answer to the questibnve assume
that democratic sovereigntan only exisin the context ok democratic proceduye
to what extentloesthe elite public deliberation in the EU fulfil the basic requirements
of deliberationandchanneldemocratic sovereigy?
|
|
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3.1.Research question and operationalization

Regardingthe operationalizationral methodology of this thesis, it isi
portantto summaize once again the idea aodntral definitions adopted in the the
retical part of this research. The main question ofrésgarch ishow does theshift
of auhority, expressed in the realignment of some competences bethe&tand
its memberstates and simultaneousecogntion of sovereigntyundermine demoer
cy?

If the EU is conceptualized as an empiraton the one sidpervadesand ce-
tainly exercises some control ovbe effective sovereignty of its member statiest
on the other sidalso (at least formally) recognises their democrsiiereignty, and
the legitimacy ofthe EU policies depends on thsovereignty, what criterior de-
mocracy are to be applied this cas@ Additionally, it must berecognizedthat the
central charactestic of the EU polity is diversityf the policy regimes (at least in the
sphere of economipolicy). This diversity is rootedin the different socieeconomic
and cultural backgrounds. Thereforemitist be channkdd and must also result i
contestatioron the EU levelln the previous chapter was argued thatn order for
the deliberative procedure understood as proceduralized democratic sovereignty to
take place, two basic criteffunctional representation (reflecteddiscursiverepre-
sentatiof and contestationver agend# should be fifilled. The idea of discursive
representation is not neWyryzek and Niemeyer even suggessedneformal instiu-
tions tooperde it and selecthe discursive representatives (see [z Niemeyer
2008). The objectiveof this thesiss not to promote a new normative model ef d
mocracy for the EUevel but rather tcassess the EU polity on the basdved basic
criteria of democracy.

In fact, discursive representatigdiscursive inclusivenesgeems to be the
very least we can expect in terms of democracy in a large differentiated potih
as the EUHow inclusive orexclusive isthe discourse on the EU level? To what e
tent does it refledthe atorsO preferences and concatastifiablein the dominating
discourses in the member statésGw representative is the EU discourse for the
member states? Representation of discourses rather than individuals seems ito be just
fied in the EUpolity wheremember states are mgnised asovereign, and whetée
politics in the membestatesformally remainthe main level of participation ana-a

countability. It is cruciafor legitimacythat the policies in the member states ane e
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bedded in the domestic contexttbé modes of governancand societal power ral
tions.Even ifnot all relevant discourses wgseesent on the EU leved,basic discu
sive corestation would be an importantlicator ofthedemocratic quality.

According to thefirst hypothesis, democracy in the EMU has been unde
mined through inability or unwillingness to recognise the difference in the economic
policy dynamic ad in traditionaldefinitions ofvalues inthe member states. Thislfai
ure is expressed in the lack of representativeness and missing contestatioikldn the
level. The differences weneeglected and suppressed within both monetary amd ec
nomic aspects of the EMU. Theecondhypothesis claimshat the hegemonidis-
course has failetb naturalise itdé in the early years of crisiand was resisted in
some pés of theEMU, resulting in distrust anbss of legitimacy. The fachat the
existing antagonismdo not find a resolutionthrougharticulation, but somenearngs
are forced upon some groupspmprisesan element of cercion. It increases the
asymmetryof powerand further enforces centperiphery relations among the me
ber states.

In this thesisthe EU is concepalized as a new typaf empireDa polycentric
polity, employing norhierarchical modes of governance and recognizing its member
statesO sekeignty. h my opinion, it is also characterized by asymmetric power
among its merer states thananifests itself in a different capacity @ch member
stateto influence theagenda anéh adifferent degree of vukrability of the member
statesdue tosocioeconomicdifference amonghem. The modes @overnance ra-
ployed byempire enabléhe domination through discourséAt the same timejiscu-
sive representativeness and contestation have been identified as the mininaal indic
tors of democracy on the Eldvel, suggesting that some type of deliberation among
communities rather than individuals can take place tAérerefore lack of discursive
representativeness and contestation on the EU level weoiddncein favour ofthe
existence ohsymmetric poweif it can simultaneously be proven that there iswa cr
cial difference within the dominating domestic discourses in the mesthis.In
particular we need to understand how inclusive or exclusive the discourse on the EU
level is in terms of responding the ideas, values, and perceptions in the member
states. These assumptions are tested inrésmsarchfocusing onthe policy field of

economic and monetary policy.



3.2.Discourse analysis

Discourse analysis applied inthis thesiswith the goalto evaluatehediscu-
sive representativeness and contestation. There are several defining featuses of di
course which | would like to draw attention to. Discourse is a social practice and use
of languagethat shapeglentiiesandenacts practicePiscairse means

Oa system of stories and expert knowledge diffused through tee soci
ty, which convey the widely accepted generalizations about how the
society operates that are theorized in these terms, as well as the social
norms and cultural values to whichost of the people appeal when
discussing their social and political problems and proposed solutionsO
(Young 2003: 116).

Discoursealso revealghe private concerns and information, enforces a particular
mode of justifyingthe demands, serves for legitipaition of the ultimate choice, and
should promote Paretuperiordecisions ana larger consensugElster 1998: 11)
Moreover, discourses provide favourableenvironmentfor citizens to be able to
make sense of what is happening and how to respond, #tekeisng controland
ensuringthe commornterest orientation othe legislative and electoral choices
(Scharpf 2010: 167Scharpf 2012: 5. Nevertheless, the conterit discourse, which
structures and explainde reality, is equally able to privilege or exclude certain
groups and interests as Oinappropriate® (Heinrich/ Jessop 2013).

Discourse does not only have conmuative and ideationaspectdut also a
relationalaspect, as it reveals discourse coalitions in the forms of epistemic ceémmun
ties or advocacyoalitions. In this context an epistemic community is defined as
loosely connected individuals united by a common set of ideas, whereas more closely
connected individuals united by the attempt to put those ideas into action would be a
definition of advocacy coalitions (Schmidt/ Ratla2004: 195ff). Hence, discourse
structureghe political space, promoting cooperation, consensus, antagonismx-and e
acerbation or mitigation of conflicts.

Therearemany types of discourse analysis, as each time it is adjusted to the
goals of a concretresearchHence, it is important to summariee purpose ofhe
discourse analys in this researclkirst of all, it isessentiato examinethe conflict
dimension othediscourse in order to reveabmpeting values at stake. Therefore, on
the EU levg it is necessaryo asgsshow inclusive/exclusiveéhe EU discourse ige-
lating tothe member statesO discourses. Second, it is importasotosteuct the @

course coalitionstheir corresponding positionandrepresentationEven thougtone



discourse cadominate the debatand policymaking,it is also necessary find out
aboutthe character and scale of such domination.

Before describing the discourse analysis adopted for this research, it must be
mentioned that the method presented Wwakonly relevant for the two discourses on
the member state level. The discourse on thdewel isexaminedbasedon the se-
ondary literature for the reason that itsomplexity could not be regardeéh depth
within this research.

Although discourse is not equal #&otext, it can be described as production,
distribution, and consumption of a text. Oral and writixts in forms of speeches,
media interviewsstatement documents, press releases, press conferences, and articles
aimedat opinion giving and selfepresentatiorconstitutethe units of the discourse
analysis hereln total 239 documents have been coded for the analysis, whereas the
volume of eacldocument variedhetweenone pagdgusuallypress releases asthe-
ments)and overa hundred pages (thgarliamentary debates). Table 2 below provides
more details onthe documens used forthe analysis of each case study. The units of
analysis for the German case study have been analyskd aniginal German la-
guage. For the Bek case studynany documents frorthe official sources could be
found in the English language (for examplé¢he absolute majority of the dae
ments/speeches by the representatives of the Bank of Greece and some gyaaérnm
speeches and interviewd$)nfortunately my knowledgeof the Greek languageas
not adequate for the analysis of the complex documantssomelocuments (esp
cially, the parliamentary deates) had tbe translated from Greek into Englistv@rd
by word).

There ae two aspects ofiscourse thaareoften considered central: the arg
mentative andlynamic. The argumentativedntent(rather tharthe linguistic dimen-
sion of discours) is essential fortte question of this research. The analisgeneré
ly focusedon the statements regarding the EMU and European monetary integration,
including rhetoric, frames, story lines, and policy narratives. The texts were selected
for further analysis ithey presentan interpretation ofobjectivesand values behind
the EMU, the narmatives regarding implications of the EMU fiwe other policy fields
and/or positive onegativeevaluationof the membership. Through the analysistioé
argumentative content, it is important to identify which actors fineiscourse ca-
litions, and whether one dominating discourse can be identifieataiited toany

discourse coalition.
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Table 2: Types of documents useddoalysis and theitotal amountfor each case
study

Type of document Germany | Greece
Parliamentary debates 17 9
Additional parliamentargpeeches bghegovernmente- 6 -
presentatives

Additional governmental reports and policy staents in 10 15
the Parliament (by th€hancellor othe Prime Minister)

Other speechdsy the members of government 13 14
Other speches anhterviewswith themembers of pai- | - 2
mentary opposition

Speeches bthe chiefsof national central banks 4 22
Speeches btheleadersof enterprise associations 1 3
Speeches btheleadersof labor organizations - 1
Interviews withthe members of government 6 2
Interviews withchiefsof thenational central banks 3 1
Interviews withleadersof enterprise associations 4 3
Interviews with leadersf labor organizations 4 -
Press conferences 2 -
Press releases/statementshimgovernment 1 9
Press releases/statementghmilabor organizations 16 14
Press releases/statementghmenterprise associations 3 25
Press reports with direct quotes (all actors) 7 -
Articles in newspapenmsiagazines byolitical actors 5 -
Openletters 2 2
Reports bythenational central banks 1 -
Reports bytheenterprise associations 4 -
Other (periodicalpublications bythe enterprise associatior 1 1
Other (periodicalpublications bythelabor organizations | 1 5
Total: 111 128

The discourse coaldns are determinegccording tathe criteria of qualitative
correlations between the ideas and values expressed by different Biogever,
discourse analysialsoincludes thedynamic aspectinspectingstability or evolution
of thediscourse over the periods of analysis.

Difining the key actors for analysis often puzzles the schbkrausehe total
number of actors must be reduced for the sake of better quality and feasibility of the
analysis This analysis i$ocusedon theelite discourse in a broad sense, which would
include both European and domestic actors. Concerhiad=uropean actors, the
Commission representatives, members of the Council, and the ECB representatives
are included in the analysiadditionally, the discursive data from different actors on
the nation state leveklas studied which includesthe governmentrepresentatives
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(ministers of finance, ministers of econgnaydchief of the governmentthe parla-
mentaryoppostion, representatives of tradinions and employee organizatipas
well as representatives tife national central bank3.he dite andthe general public
discourses are closerelated. he reasorfor this research téocus on the elitalis-
courseis dueto thefact thatthe latter is mor@arowed downand plays decisive role
in thedecisionmaking.
Summing up, thediscourse analysis with the focus on argumentgiroceel-

ed by takingthe following stepsAfter the texts were selected atitk preliminary
reading was conigte, the relevant parts of each text were coded in order ta-reco
struct such categories as problem, reason, solutions, valuespaseuencesAll
relevant categories and definitions were coded. Genetiadlge questions were asked
in the process of codification

b What are the categories mentioned in the text?

B Which phenomena are repeated in various texts?

B What is the main problem? Who defines it?

B Which solutions to the problem are mentioned in the

text?

V)

Who proposes these solutions?
B Which strategies and tactics are implemented to solve
the problem, why are the other possible strategees r
jected?
B Which intended and unintended consequences ane me
tioned?
B Which moral principles or concepts justify the pasiti
of speaker?
b Actant analysis: sender/ receiver, hero/ bad, object
(goal) & helpers. Which actant can be found in the text,
how do they agtand what are their competees?
Once the codification had been finalized, core OstoriesCatdstive Ostori@san
be re-constructedor each actor andbr actor coalitions. Thesstoriesand stances
were further compared to the positions on the EU level as well as between the two
member states selected tbe analysis. The potential responsiveness of the BY di
course is evaluated through comparison of the dominant categories identified in the
member statesO domesigroursesvith the oneslominatingon the EU level.



Finally, in terms of contestian, it must beestabliskedif there is a hegmonial
discoursan the EMU. It is relevant for thisesearch becausi the hegemonial -
coursecan be clearlgistinguishedeverypolitical choice would be prprogrammed
in a certainway. Hegemoniatliscourseindicatesa bias inthe field where political
actorscompete with their ideasts hegemonial charaet suppresses particularism as
the central element othe plural democracgnd takes over the representatiortha
OtruthO in Foucauli®slerstandingAccording to Laclau, hegemomgeans a way of
operationin which a particular takes over the representation of the universal, while
remaining particula(Laclau 2014: 8)Therefore, &omprehensive clains promoted
whereas what is claimed represents political universality.

OThis relation, by vith a certairparticularity assumes the represent
tion of a universality entirely incommensurable with it, is whatoak
a hegemonic relationAs a result, its universality is eontaminated
universality: (1) it lives in this unresolvable tenslmetween univerda
ity and particularity; (2) its function of hegemonic universalitynad
acquired for good but is, aime contrary, always reversibléCaclau/
Mouffe 2001:xiii) .

According to Foucault, truth clainfeve costituting powerandshould be studied for

their prodiction of social, cultural, and politicaiffects (Sondergaard 2002jege-

monic discourse is capable of naturalising an ideology that means secareac-
ceptance fosome ideas as nadeologicalcommon sese(Fairclough 2010: 30)he

critical goal of adisoourse analysis is reflected denaturalizatioror, in other words,
Oshowing how social structures determine properties of discourse, and how discourse
in turn determines social structuresO (Fairclough 2010: 30).

Therefore, thee is need for indicators in order to determine whether or not a
discourse is hegemoni@hree indicators are crucial for this analydtrst, a ds-
course must beeflected in the activity ofhe relevantpolitical institutions and/or
their mandatesSecmd, the discourse must be promoted by a powerful discouase co
lition, which hasits representatives in the decisioraking process. Finally, it isse
sential thathe oppositiona(alternative)discoursés) accepts and does not attempt to
challenge he bast assumptions afhe hegemonic discourse. The latter condition is
important because it woulgrovethe naturalisation ahe hegemonialiscourseOnly
if all three of theseriteria are fulfilled at the same timea hegemonic discourse
presentNevertheless, it is possible thatliacourse does not possess all these features
during the whole period analysed hete.other words, it might be that a hegemonic



discourse loses and-gains its hegemonistatus throughout thenalysed timelf this
is indeedthe caseyariousphase®f thediscourse must be identified

3.3.Context analysis

The contexianalysis essentially framekscourse irnterms of institutionsand
presentghe relevant actors and stakeholders. Comeftéctsthe discourses of the
past and present. The main functiortlod context analysis in thisesearch is to pr
vide a basidor the discoursanalysisand todemonstratdéurther facetghatthe ds-
course analysialonecannot graspn fact, discaurse can hardlpe separated frorits
context becaussuch separatiowould lead to misinterpretatiorand eliminationof
an important relaticsd aspect. Thenstitutional contexinay

Ovarygreatly across countries and time, and include such things as the
political rules of conduct, whether consensual, competitive, of co
flictual; the political governance structures, whether unitary, federal, or
consociational; the governance processes, hvengiluralist, corpoita

ist, or statist; the industrial relations regime, whetheormnated,
fragmented, or decentralized; or welfare state values, whetherdndivi
ualist, universalist, or famibprientedO (Schmidt/ Radaelli 2004: 197).

Moreover,statesdiffer in their degree of drmalization and institutionalization ahe
decisionmaking system, including the scale of legalfgrmalinformal instituions,
network governangend transparency (Abromeit 2004: 84ithe main objective of
the context analysis in the following chaptessuld be to identify the features of each
characteristic mode of governance, which essentially deterntiredomestigoliti-
cal dynamc after the creation adhe EMUtoo.

However, it 8 not only the mode of governartbat is the object of interesh
each cassetudy, it isattempédto point out the framework of the economic and Bion
tary policymaking andto demonstratéow this frameworks embeddedn the gen-
eral socieeconomic context of each cast&recisely, theprimary goal is to idaetify
how well thesocial and economic aspects ainamberstatematch or mismatche-
tweenthe centra bankOs mandate atte institutional structure both before the e-
cessionand after the accession to the EMU, as wethasgeneral objectas of eo-
nomic policy. The secondarygoal isto find out exactly how the policy of the central
bank relates to the economic policy of the government and to the activities dfithe ot
er stateactors, business groups, and tradens Thisassessmenvould reveal the
scale of adjustmenthata member state arbe relations amonghe domesticactors

underwent



3.4.Case studies

This research includes the analysis on both European and metaiecevels.
First, the study of th&MU provides the basi®r the comparative analysiater in
this thesis presentinghe overallframework that includes member states apatds.
Second, two country case studies, Germany and Greece, allow the comparison
tween them(domestic leveland each of them with the EMU (European levéhe
compardéve study of two country casepplyingmostdifferent methods especially
useful for the following reasons. First, it would reveal whether or not the implications
of sovereignty for the democratic quality of the poliogking within the EMU are
the same or different across its member states. The latter differ cabbydia their
previous monetary policy tradition, modes of governaaod institutional archite
ture, reflecting the specifidomesticpower balance. Second, concernthg discu-
sive representativeness and contestation on the EU level, if theacasesst diffa-
ent, the dance of disagreement is highandit should be reflected ithe diverging
positions and contestation on the EU levEherefore two member states of the
EMU, Germany ad Greece, were selected for thealyses for a number of reason
While Germany transferred the institutional structure of the Bundesbank anet the r
quirement ofthe budgetary discipline on the EU level, Greece represents the policy
receiver, at least since its formal application for the membership in the EMU. The
moneary policy record of these two countries before their membership in the EMU is
oftendescribed as success and failureespectivelyMoreover, the two countries are
characterized byhe differentinternal dynamicsanddifferent position of statein the
process of decisiemaking While corporatist and cooperative relations among the
mainactorsdistinguishGermany, the case of Greece is an example of stronger role of
state and clientelism.

As mentioned above,aeh case study consists of two pdtthe contextual
and the discursiveEach part attempts to answeset of questions. The first set of
questionsin the country case studiesms to analysevhat the pattern of economic
and nonetary policy embeddedness in thember state was before the EMU wal
as how it changed, and which adjustments it experienced after the countryOs accession
to the EMU.These questions will bensweredhroughthe dynamic analysis ahst-
tutions andcharacteristic decisiemaking context, which also contextualizés dis-
course and showsow it is embeddedlhe second set of questionsludes: whatis
the dominating EMU discourse in tlmuntry; which discourse coalitions can be

! (*



identified; which actors belong tthe discourse coalitions; what atfee stancesf the
actors; and whose interests do the actors and coalitions re@rAseattempt to a-
swer these questions is undertabgmmeans othe discourse analysiS.he period of
the discourse analysis roughly captures years around the stage threettod more-
tary integration(1997%2000 and the period aihe Euro zone crisi$20102015. The-
se tvo perbds areexaminedin orderto assess hetherevolution ofthe discourse
over timeandits phases can lestablished

Regardinghe European levethe context of theEMU studyhas an objective
to determinevhy the integration within the EMWdould take placewhat kindof chd-
lengesto the economic and monetary policigigl the European statefacebefore the
EMU andexperience currently, and hato the structures ofhe EMU adiress these
challengesThis partalsoconcentratesn the domestic and transnational actors, their
preferencesand power structure$he second, discursive part of the as@\attempts
to re-construct the discourse on the European ledelntifying the actors, prefe
encesand coalions This analysis covers the period from the first negiotis on the
EMU until the last impogntrevision ofthe EMU in 2012



Chapter 4: The European Economic and Monetary integration:features and &-
planation of dynamics
4.1. Globalizationand economic policy

Since chapter one has coveltbeé general features of Europeartegration
we can nowfocus onthe economic anchonetarypolicy field. Several attemptbave
beenundertaken t@xplainthe integratiorwithin thisfield, most ofwhich refer tothe
globalization traed. Therefore,the following part begirs with the questiorof how
globalization influenceshe decisionsn the economic and monetary policy field.
the economic spherglobalization is characterized Itlye following aspectssoncen-
tration of enormousesources byhe global corporations, internationalization of f
nancial markets, growing sensitiveness of national economiés ilaternational ar
ses, transfer of knodwow and technology tthe developing countries, losses innco
petitiveness ofthe developed countries, and liberalization of producti@ee(
Held/KoenigArchibugi 2003 Rodrik 2011; Sassen 2008youch 2008 Zohlnhsfer
2009. The ncreasedcompetiion is an essentiahspect othe economic globalizi@on
that affects the nature oh state, having political consequencésthe real cone-
quences of globalization for different countries and social groups assidififerent
options toreact to sucltonsequences are open to discusdiom fact of globalization
itself isgenerally not neglected (Hektdenig-Archibugi 2003: 7ff).

The political consequences of economic globalization are reflectadrs:
formation in stateQsbjectives, adhinistration, and dance of power within a state.
The ncreasedompetition on the global scale leadsatpartial or complete move of
production and pressugeon wages, taxationand social benefit§Held/Koenig
Archibugi 2003 Crouch 2008 The burderof competitionsignificantly reduces the
chances for success favrse enterprises, such as snaiterprisegwith small cap-
tal), which are less globalizdout rathe oriented tovardsthe domestic marketThe
inability of some enterprises to compete ba global scale results higher risks of
increasing unemployment (Rodrik 2011: 86). relaver, oneshould recognizethe
asymmetrybetween the groups wlaweable to cross the national bordeesy( capital
owners, highly qualified labourand those whare unable (Rodrik 2000: 1-Q1).
While somebusiness groups habeenstrengthenech this setting labour did not fi
ly adjust to the new constellation as less mobilizable and less m8bhen{dt 2002:
29). This isillustratesthe social costs of an opeeconomy, whichtould be managed

through regulation. Simultaneously, there is a competition of economic potey
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gimes, whereating agencies evaluasad range theredibility of statebonds accal-
ing to theirown criteria forthe Orightézonomic polig.

Featureof globalization denationalizeareaswvhich were originally construe
ed as nationahnd this is happening mnontransparent anonperceptible way (Sa
sen 2008: 18). [Bbalization resuft in pressure on the levels of taxatiptimits on
redistributive policies within a statas well as amncreasing intervention in reg
tion and national legislatiorzor instance, the@ssessment kiyre rating agenciesven
gained the reputationf mechanisms of gdovernance without government8assen
2008: 397 translation S.M. The plitical elitesfear thecapital flight andreduced
inward investment. Therefore, every policy initiative tbah affect thanvestment
rateis consideed carefully including decisions omterest rate policy, taxatiogpcial
and ecological regulation (Heldbenig-Archibugi 2003: 4).

OToday there is a widgread concern that democracy is being-Oho
lowed outO: formally, democratic institutions and procedures remain in
place; substantively, the range of feasible opti@ssdhrunk as a result

of the constraints imposed by international markets and the investorsO
threat ofQexitOO (Hé{dkenig-Archibugi 2003: 5).

It deserves to be mentioned that globalizattonot just arexternally driven phemo-
enon For instance, Sassargueghat globalization is equally driven internallyith-

in a nation stateand influenced byhe external factas andactors (Sassen 2008: 53).
Although there are certain objective constrairgisig through globalization, the latter
does not mean ¢ghend of politics, and government still fesignificantmargins for
manoeuvrgseeSchmidt 2002Zohlnhsfer 2009. The economic aspects of globaliz
tion do not directlycauseshrinkageof thewelfare statelt is rather gproblem of den-
ocratic quality(Schwartz 2001: 17; Pierson 2001: 410).

Thus globalization canpotentialy affect the democraticsovereignty and
democratic quality of a nation stafBadie 2002: 130) becesethe exclusiveness of
state athority anddemocatic responsibility erodéhrough the dynamic of globaéz
tion. This situationleadsprimarily to anasymmetric involvement and partiafjion of
political groupsrepresenhg a community(Sassen 2008 The institutional structure
strengthens the advantages and requirements of certaioreic and political actors,
while weakeninghe other actorsSuch asymmetric participation of actors mates
spread of globalizatioextremely partisan and in no wainiversal (Sassen 2008:
438).



There are growing gaps the relations amonthe citizens,individual states
and the economic system at the regional and globalsleB&balizationstrainsthe
re-distributive policies, resulting in decrease irstatecapacityto meet the expeat
tions of citizens that it will balance the unjust distribution of resouftdatern 2005:
524). Crouch argues thdhis unresponsivenedsadsto apathy from the side dhe
citizens, whado not want to be active in this system anymore (Crouch 20685%5)34
The increasing distance betwestate and theitizenscan beobservedfor example,
in the caseof the shrinkingwelfare statehatmears not only areductionof both ®-
cial rights and state oljationsbut also of thdrequency of interactions and interd
pendencies between citizens aheir state (Sassen 2008: 5512). Consequently
the social perception of democracy is becoming tenuous (Rodrik 200@wWB8ining
up, he authors of OCosmopolitan DemocracyO pointhoes gapswhich emerge
from globalization Frst, there is a gap between the formal domain of political autho
ity and the actual economic system of production, distribuiod exchangewhich,
with its many regional and global networks, serves to lonitndermine the actual
power of nawnal political authorities. &ond, there is a gaptieeen the idea dftate
as an independent actor and the vast array of international regimes and organizations
which havebeen established to manage whole areasanftational activity. kally,
there is a gap between the idea of membership in a national padmahunity,i.e.
citizenship,which bestows upon individuals both rights and duties, and the gevelo
ment of rgional and international law thaubjects individuals, negovernmental
organizationsand governments tthe new sytems of regulation (Archibugiéld
1995: 56).

Economic integrations often described as a way reactto the challenges of
globalization. Both the powerful economic acs and governmental actors haveiinte
est in ageograpical expansionas it could create cheaper production opportunities
and improvethe economic growthyringing benefitsn taxrevenuesand employment.
Hence Othe net benefits of global economigration may be positive, but global
zation would nevertheless be a disturbing phenomenon if its benefits were distributed
unfairly amongthose taking part in itO (Held/Koesfgchibugi 2003: 7). Wile ac-
tively eliminating trade barriers for all typesgnods (negative integration), states are
extremely passivan balancing this through regulation in the areas of equality, justice
and responsibility on a global scale (Sassen 2008: 788)elimination of regulative
barriers (throughhe negative integation) leaves a certavacuum,neglectingthe di-
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versity ofregimes and the dynamic within eatiember states. The lack thie pos-
tive integration inevitably leads to differentiation tbe centre and periphery. While
governments tend to ignore the nesgsto sufficiently protectthe citizens from the
risks ofthe market (Rodrik 2000: 13he unregulated globalization would constantly
bring the weights on one side (Held/Koemgchibugi 2003: 18ff).

4.2. Thefinancial dimension of globalization anéhtegration within the EMU
4.2.1. Changingonditions othe monetary policy

Regarding thdinancial dimensiorof globalization, theranational econm-
ic regimes(incl. international organizatianand foreign exchange markeftsgvein-
creased pressure angstrainedhe capacity of aationstate to egulate its owrcur-
rency. In the situationof transnational financial integration, tigeobal financial sg-
tem impactghe stateOs capacity to formulateindependent and distinct macroec
nomic adjustment policieS.he pressureen monetary policy can spill over intim-
creasedurdenon the domestic fischpolicy, asthe external forcesisuallyapproach
thedomestic policies according to the normglaf neeliberal economiorder:

aglobalization has served as a major rationale for governments to alter
their countries® monetary policies by focusing on tight budgets)How i
flation, and caps on public debt, deficits, and spending; their industrial
policies by liberalizing the financiaharkets, deregulating the rules
governing business, and privatizing public sector firms; and tbeir s
cial policies by cutting social spending, rationalizing social services,
and increasig flexibility in labour market®(Schmidt 2002: 13).

Although thefinancial market has no special channels to influgheego-
ernmentsit is nevertheless able to discipline the governments in their econoniic pol
cy (Sassen 2008: 419or instance, it can influence public spendimgpugh raising
the interest rates fahe government bonds (Bell 2003: ¥R Through estimatioof
the rating agencies, which rattates in the same way they review enterprises, go
ernnent bonds are rankday their credibility causing competition betwa the bonds
of different states. Theref|g a state witha significant public debt and deficitsill
have less financial flexibility based on the lomkeof its bonds. Such judgemeuit
investors on the macroeconomic and regulatory environmenparticular economy
creata incentives for conergence towardthe marketbased adjustment policies and
a particular type of macroeconomic policies (Underhill 2002484 Consequently,
governmerg tendto follow the rules of the financial markdtaving more financial

flexibility as a goal.
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Moreover, currencies are financial assets, whictas@radable The interm-
tional monetary system is hierarchaonsisting ofthe central and peripheral curre
cies(McNamaral998 Terzi 2007; Ponsot 200.7Currenciesalsocompete withone
amother aghe government bondfo. If a currency is not on thiep of the hierarchy, it
must adjusitself. For example, the peripheral currency banunder constant me
sure of depreciation, which givemvestors a reason teelocate their money eds
where.There ae two policy options forthe peripheral currencies: they either follow
the interest rate decwis of the recognised leadar unpeg their currencies from the
stronger currency, running the risk of monetary instability (De Grauwe 2013: 156).
The latter scenario is usually avoided:

OHstorically, power to shape monetary and financial stability policies
migrates to the centrabbk or banks in the major international fira

cial centre or centres, creating OcoreO and OperipheryO central banks.
These centres are defined by the size, depth, and liquidity of iheir f
nancial markets and by the significance of their domestic currencies
financial market trading and in central bank reserves. <E> Whether

with or without explicit rulebased international coordination, Ogerip

eryO central banks adjust to the actions of OcoreO central banks and the
expectations that they generateO (Dys@92p8).

Since the late 1970snonetarism dominatesegttingthe standards of good
monetary policyUnlike Keynesianismmonetarisnclaims thatgyovernments are not
capableof reacling the goals of econoim growth and high employment, andet
economy is ble to bring itself in balance. According to this idea, the main goal of a
national central bank must be lanflation and a stable currencAs soon as some
countries adopt the monetarist idea of inflation targeting as a paradigm for their
moretary policy, the countrieswhich continue to pursue Keynesian policies exper
enceconstraintsand are forced teeform as well. ie governmental interventions
the monetary policy lackcredibility because the current¢saders act on expectations
about the economy and governnarolicies as much as they follow thessentday
policies andeconomic indicators such as foreign trade, ecocogmowth, etc.
(McNamara 1998 Suchcredibility is understood he tomeanQhe belief that a go-
ernment is committed to an exchange rate regime and will stick to Hsflawonary
path of policymakin@ (McNamara 19986117). Therefore, credibility is the come
store of the monetarist paradigrand should bguaranteed by an indepgent status

of the central bank.



An increased capital mobility greatly complicates the designraptemena-
tion of the monetary and exchange rate policigsually, governments do not have
fixed exchange rates or allow them to fluctulxeely butrather choose the middle
way, allowing the rates to floawithin certain bands o¥alue and interveningca-
sionally to influence the developmerttlexible exchange ratesMcNamara 1998
Such intervenbns canbattle speculatios in the currencymarkets however,certain
coordination of selling and buying and mutual lines of credit among theatbanks
are decisive for a success achieving the desired rate (McNamara 1998:1Th
Considering the fact that Ointernational monetary cooperation orcitsno have gk
nificant effects inside states, enabling or constraining societies in the pursuit of their
national goalsO, currenayanagement itselinda political commitment to multita
eral coordination with some other countries in support ottimeency under pressure
becomecrucial (McNamara 1998: 1, 157).

4.2.2.European ronetary integration

In the early 1970ghe members of the European Commuruifyted for a e-
gional exchange rate regires exchange ratastability negatively affected éhtrade
in their highly opereconomies. Aftethe projeciof European Ocurrency snakeO in the
70s, the European Monetary System was established in é@319inginto the Euo-
pean Monetary Uniothat wasntroduced by the Treaty of Maastricht in 1992. Scho
ars developedeveral approachés orderto analyseand explairthe features ointe-
gration within theEMU. Theseapproaches can lstassifiedinto the following cae-
gories economic rationality, agendsetting by norstate interests, interstate bargai
ing, and the dominance of neoliberal ideas about raongiolicy (see Hix 2005:
320ff, McNamara 1998: 23ff).

The logic of eonomicrationality canalsobe divided inthree typesthe opti-
mal currency areashe dynamics of internal markeandthe transation costs theory.
The model of optimal currency areas (OCA theory) introduces three conditions for a
welfareimproving monetary unificatim first, the participatingountries should not
be subjected to divergent economic trends; second, flexibility of labour and goods
maikets; ancthird, a monetary union should bembedded ira budgetary union (De
Grauwe 2013: 154ff)Regardingthis mode] there is a consensustime scientific de-
bate that the EMU does not represent an optanakncy area, mainly becauskthe
asymmetric business cycles wighhigh risk of asymmetric shockand thelack of



flexibility in labour market(seeTsoukalis 2003; Mulhearwhne 2008; De Grave
2009; Fatas 1998; Alesiret al. 2010; Andrews/Willet 1997). Therefpes the stadr
ing conditiors of the national economs participating in the EMU werdifferent,
some observergecognizethe danger of asymmetric shockisat can leado a deep
recession and high unemployment as a aqunsece of monetary integratiqisee
Forder 2004: 7472; Fatas 1998: 165, 191; Alesina et al. 2010681De Grauwe
2009: 13. Suchconcerngeflectasimple logic:

Ohad the interest rate been lower, growth whaide been fasternu
employment would have been lower, the government deficit would
have been lower, and the fears that prices might start fallingE would
have remained very much further awayO (Forder 20042).1

For the member statel®sing the monetarpolicy instruments without the option of
inter-country budgetary transfecsuld mean interessand/or more immediate ecame

ic problems in the case of asymmetric shock, which would shift the burdaafjucf-
ment on labour marke{d'soukalis 2003: 344). In sh a scenario, a member state is
left to cope largely on itewn with the social securit deficits, unemployment, and
povertyin a climateof budgetary austerity (Schmidt 2002: 50). Therefore, the OCA
provides arguments agairtsie EMU rather thamxplairs the current state omore-

tary integration in Europe.

The nextexplanationoriginatesin the neefunctional spillover hypothesis,
claiming that the benefits of the common internal market could not be fully achieved
without the common currency. Moreovére increasing internal trade would balance
andcompensate fothe elimination of exchange ratas an instrument of macraec
nomic polcy (Hix 2005: 255). This explanatida therefore also linked to the transa
tion costs theory. @ntraryto the OCA, therainsaction costs theoprovides a good
argument in favour of theonetary integration in the EU: the uncertainty over cu
rency valuesomplicates the transnational economic activities dudedifficulties
in calculatingprices.Thus,further advantageof a currency uniorincludefacilitation
of paymentremoval of costs of exchanging currency, and significahiaion ofthe
exchange rate risk®IcNamara 1998 Also, the other common policy areas, such as
the Common Agricultural Policy, would be sinfigdd by the introduction of aom-
mon currency (McNamara 1998: 9Nevertheless, this approach does not explain
why the fiscal policies remained a prerogative of the bwnstates, and/hy the

membership is linked to a circle osome countriedn conclwsion, none of thesera



guments epresenting economic rationalitgxplain why certain countries joined the
monetary integratigrand why the latter took dihe features we can observe today.

Enterprises, supranational actors, and central lgaMernorsare among the
nonstate interests th&voured the monetary uniomhe interest grougheay claims
that the Ghational policy choices can largely be understood as a function ofngover
ment reaction to pressures from domestic groups representing speerstis within
industry, labour, finance, and agricultureO (McNamara 1998: 32). Adhisisis-
sumption, McNamaraomesto theconclusion that neither transnational corporations
nor small enterprises considered common currency as their vital interestoaftti w
lobby for it:

OAlthough the neoliberal policies of monetary rigor have had important
effects on the macroeconomics of Europey thave not been subject
to intensive mass political debate or electoral contention, nor have they
stimulated significaninterest group politicsO (McNamara 1998: 175).

Her argument seems to b@sleading becaus&ansnational corporations fact pro-
motedthe idea of @ommoncurrency through, for example, tAssociation for Ma-

etary Union in Europe (AMUE), which was actibetween 1987 and 1999 and epr
sented hundreds of leading European transnational corporations. Also, Fr3hlichOs
analysis suggests that the common currency was without any doubt desiradle for
terprises,underthe condition thathe new currencys desiged to be a stable one
(Frshlich 1991: 294). The&Commission alsaepresentghe non-stateintereststhat
promotedthe EMU. It can be argued that the idea and design of the witd first
developedvithin the Commissionandespecially Jacques Delors exesed his infli-

ence to implementhe three stages monetary integration process, which isvageer
hardly justifiable from theeconomic point of view and does not refleaty vital
member states preferen@dix 2005). Delors was supported by thentral banksO
governors whashared common beliefs about the proper monetary policy and would
gain inindependence as a resulttbé monetary integratiolasedon the monetaist
principles(Hix 2005).

Although chapter 1.1 already revieweskerstate bamgning andliberal inte-
governmentalisnin detail, this theoryalso provide an explanation of the monetary
integration From thisperspective, the decision of state actors to pool and delegate
sovereignty within theEMU is explained througi®efforts by governments toneo
strain and control one another in gatheoretical language, by their effort to enhance
the credibility of conmitmentsO (Moravcsik 1998: 9). Tereicial issue in this context
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is that some countries were strongly influencedh®/monetary policies outside their
own bordersA decision of a central bank to incredke interest rates is usuatgken

as a Onatior@decision, although it has potential to stimulate econarhanges in
other countriegHeld 1995:99). Consequemny, the institutional design of the EMU
was deéermined by the international bargaing power and local hegemony #
drewsWillett 1997: 498ff).As Germanyundoubtedlydominated within the previous
monetary arrangements in Europe, creating a monetary union would mean a more
equal forum and cdecision opportunity for the other EU embers (B-
son/Featherstone 1999; McNamara 1998; Andrews/Wile%7). Thusan explara-
tion of the institutional design of the EMU often refers to Fn@nceGerman deabr

a bargain between these two countriesich favored the creation of the EMU for
different reasons and, thereforayere ready for significantconcessions (I
son/Featherston#99). Thegoal ofthe membership in the EMU meant implemant
tion of significant domestic reforms for traditionally high inflationary countries,
which previouslysuffered because tfie strong curency of theimeighbours and ¢o
sequentlyimplemented thatrategy of inflation targetindollowing their commitment
to achieve the membership ihe EMU. An example of such reforms is the adoption
of domestic policies of budgetary consolidation andndiexation (and other instit
tional reforms)(McNamara 1998 Without having the goabf membership in the
EMU, theserashreforms would probably not beossible due tdhe high political
costs (McNamara 1998: 162Jhe expected benefits included higher investnisnt
virtue of a predictable and stable currency aslivassignificantly lowerinterest rates
for national bonds on the financial market.

Finally, Kathleen McNamara provided significant analysisevaluatingdif-
ferent explanations of the European monetary integration. Her main contribution to
the scientific debate ighe recognition of shared beliefs among policy makerghas
corner stone ofmonetaryintegration, translating the effects of interdependence into
political outcomes (McNamarE998).The authoinsists on takinghe domestic pot-
ical processnto consideratiorfor a betterunderstading of the evolution of intera-
tional economic regimesasOthe process of defining the national interest is political
in both its execution andsibutcomesO (McNamara 1998: 8). Becahigh and u-
regulated mobity of international capital flows does nallow the fixed exchange
rates and domestic [y autonomy at the same timglcNamara claims that the go
ernments were forced to search for an alternatiteetraditional Keynesian policies
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while experiering increasing pressuresaused by globalization and high cross
border capital mobility (McNamarz028)

OThe EMU is a solution to the challenges of economic governance in a
world of high capital mobility where, paradoxically, member states can
partly regain heir lost monetary policy autonomy without creatirxg e
change rate instability wiin the single European markgMcNamara
1998: 169).

Thereatfter, e roots othe monetary integratiomwould be locateavithin the goven-
mental elites and their belgeabouthe macroeconomic strategyh& domestic polit

cal prderences play the centradle in a monetary cooperation of the type created in
Europebecausgaccording to McNamara state would not be able to maintain its
commitments (even motivated byetlgeopolitical concerns) unless the cooperative
agreement is congruent withe prevailing domestic political pferences (McNamara
1998: 128, see also Arews/Willet 1997:485ff). It would beinterestingto find out
whetherthe evidencepresented in thehapter six of this thesis would supportrar

ther contradictMcNamaraQOs explanation of integration within the ERibther m-
portant findingof hersis that Othe macroeconomic record in Europe shows that the
consensus of competitive liberalism can create exchange rate stability despite rising
capital mobility, but it cannot assure politically acceptable levels of employment and
growthQMcNamara 199811).

4.3. The institutional dimension and mandate within the Economic and Monetary
Union

The idea of th&&MU was first realized i1992with the Maastricht Teatyand
is currentlyreflected in anumber oflegislative actf the European Union@semary
and secondary law (for instancart. 119144 TFEU, Art. 28284 and 306804
TFEU; protocols 12, 35, 36, 3The Stability and Growth Pact, the Treaty on Stability,
Coordination and Governance, tB@atute of ECBetc.)

The monetary padf the BMU is essentially represented hetECBthatcon-
sists ofthe Governing Councjlmade up othepresidents of the national central banks
of the member statesandthe Executive Board, whiclis embodied by six peoplga
pointed for theposition forthe termof eight years (Art. 283 TFEU)Within the
EMUOs framework, the national central banks represgsnits of the ECBn the
member states (Mulheakfdne 2008: 95)Additionally, the ECB and theepreserd-

tives ofthe central banks of the nelBuro zone membestatesogetherconstitutethe



European System of Ceal Banks The primary goaof the ECB is price stability

and the secondga goal issupport thecommunity in realization of the goats high
employment level and constant, Aoiflationary growth(art. 3 TEU) The main tasks

of the ECB includedefinition and implementation of the monetary policy, maaag
ment of currency reserves, operation of foreign exchange transaetmhergania-

tion of payment transactions (MoraMacatney 2009: 340)Unlike the European
Court of Justice, the ECBOs detailed mandate was the subject of negotiatigns and a
proval by the member states, and through the whole period before the Euroizone cr
sis, the ECB exclusively acted within its mandate. BothEime-group andhe Eco-

fin also play an importanple in the definition and implementation @onomic and
monetary policy within the EMUThe Euregroup refers tdahe informal meeting of

the economic and finance ministerstbé Euro zone members, includintpe pres-
dentof the ECB andhe president of the Economic and Finance Committee. All its
decisions must go throughe Ecofin, which has a legal personality andc@mmposed

of the economic and financeimisters of the EU member states. ThReofin alsopart-

ly decides hout the exchange rates and formulation of general features ofxthe e
change rates policy of the Euzrone.

The economic part is mainly located within the Council sreEcofin. Art-
cles 121 andl48 TFEU prescribethe coordination ofeconomic policies, buthe
Council can only issue ndninding recommendations. €ketreaty provisions have
been strengthened in 2011 through amende&uropean Semester, which is aninst
tutional procedure foanalysis,monitoring and coordination of economand bud-
etarypolicies of the member states.

The Stability and Growth Pact (SGP) is an instrument to provide the minimum
necessary coordination of tardabudgetary policies, whicbtherwisebelong to the
member statesO competsrardy. The original text othe SGPwasamended in 2005
andexperienced significant amendmeatginin 2011.The SGP was constantlyni
der criticism

OThe academic literature generally provides little support to the fiscal
discipline mechanisms embedded in EMU institutional architecture. At
beg, fiscal restraints are presented as useless, at worst, as caunterpr
ductive and, on average, as a Ominor nuisanceOE Most of the negative
feelings rest on the potential costs induced by the lack of fiscal flex
bility in response to amtry-specific shock® (Beetsmddebrun 2004:

119).



The violations against the SGP were quite gmn among the Euro area members.
The TFEU includes provisions ftine extensive deficit procedure, whereas @wn-

cil has the final word to decide abdhe sanctionsanda complaintto the ECJ was
explicitly bannedin the original legislationThe SGP was not only proved to have
little influencebut also did not motivate any structural reforms in the nationaloecon
mies Eichengreen/ Wyplosz 1998: 69). The criteria of the $&mot be econom
cally justified andare often considered to lo¢ a political nature (De Grauwe 2013:
156).

Regardless othe criticism, in the course of the Euro zone crisis, someme
ber statehaveinsisted upon the strengthening of the SGP providiommsugh further
EU legislation and as a resuthe Eurepluspact, the Treaty on Stabilitg;oordira-
tion and Governance (TSQGthe six-pacK, and the two-pack were adoptedBenz
defined OEuro crisisO as Oan extreme fiscal imbalance in taeeButafinds e-
pression in excessive debts in some member states and soaring interest rates burde
ing the governments of these statesO (Benz 2013:H&2dnhg the goal of enhancing
the economic governance and competitiveness, the fifusgact introduces a mo-
ber of rules ona stronger surveillance and policpardination between enenber
state andhe Commission. It also includéise provisions fomonitoring and survei
lance of the major budgetary expenditures (including pensions, health care, social
benefits and education). The member states commit to set targets withpro-
grammes, whose implementatiamonitored by th&€ommission, and consult their
Europeanpartnerson any major economic reforsibefore theimdoption However,
there is no legal mechasm to stop theeforms in case the Commission another

member state does not approve them.

" The sixpack represents a package of legislation, including (1) Regulation No. 1175/2011 on
the strengthening of the surveillance of budgetary positions and the surveillance and coord
nation of economic policies, (2) Council Regulation No. 1177/2011 on speeding up and clar
fying the implementation of the excessive deficit procedure, (3) Regulation No. 1173/2011 on
the effective enforcement of budgetary surveillance in the euro are@o(#cil Directive
2011/85 on requirements for budgetary frameworks of the Member States, (5) Regulation No.
1176/2011 on the prevention and correction of macroeconomic imbalances, (6) Regulation
No. 1174/2011 on enforcement measures to correct excesan@euonomic imbalances in

the euro area.

® The twopack includes Regulation No. 473/2048 common provisions for monitoring and
assessing draft budgetary plans and ensuring the correction of excessive deficit omthe Me
ber States in the euro araad Reulation No. 474/201®n the strengthening @conomic

and budgetary surveillance of Member States in the euro area experiencing or threatened with
serious difficulties with respect to their financial stability.



While the Eurepluspact hasa voluntary charactethe TSCG andhe other
legislative acts mentioned above are legally binding for all member states wigh just
few exception$ Including a set of rules in order to foster budgetary discipline, the
TSCG build on and reinforces the SGRs significant part, known as the Fiscal
Compact, allows deviation from the SGP criteriathe exceptional circumstances.
Nevatheless, the main idea behind the TSCG is to cremraeworkthatwould a-
low the EU institutions, particularlghe Commission, to identifgn excessive budge
ary deficit as edy as possibleand push forward structural reforms in the member
states wih budgetary deficit. Moreover, the voting procedure in the case of sanctions
for excessive deficit has been changed to a negative qualified majority, andnthe me
ber stateggainedtheright to bring the case to the ECJ if a member state with a deficit
failed in the implementation of corrective mechanism.

Unlike the Eureplus-pact, which gives quite vague provisions on economic
governance, the sigack and th twopack are ofa rathertechnical characteBoth
these legislative packages contain detailed ruleacmountiig, economic statists;
macroeconomic and budgetary forecast, timeline for the European semester, a system
of sanctions for violation of the SGRand manipulation of atistics etc. Their main
goal is to clarify anextend therovisionsof the SGP and the TSCG.

Finally, the EMU was extended by the European Financial Stability Facility
(EFSF), which had a temporary character at &iret was updated to a permaneunt E
ropean Stability Mechanism (ESM) latdts effective lending gaacity reaches 500
billion thatare achieved througtine member states contributions. The activation of
the ESM follows the unanimity vote and implies strict conditionality. The ESM is
based on two facilities: loans and primary market support facility. The latter enables
its board of governance to acquire paldonds orthe primary market. According to
the formal preisions, the Commission musegotiate a macreconomic adjustment
programme with the IMF ahin liaison with the ECB. This programme represents
conditionality for loansand must alste approvedy the ESM board of governors
On theproposal of th&Commission, the Council catecide about a pegirogramme

surveillance, which can be maintained for the period as long as 75% of the financial

° The United Kingdom ahthe Czech Republizpted oufrom the TSCGand some othee}
gislative actd



assistance has not been repaid. The European Parliamentiyhdiseoright to ben-
formed abouthedecisions of the ESM board or the Council.

4.4. European discourses on the EMU: discursive contestation and bargaining
power

In order to be able to evaluat®e contestation and representativeness on the
EU level, itis necessaryo returnto the momenivhen the EMUwasfirst negotiated
in order totrack the establisimentand developmentf the dominatig discourse on
the EMU. Such reconstruction of the discourse ¢ime EMU from its originswould
alsorevealdifferent perspectives on tilfeatures of an @momic and monetary union
that are often rooted irthe political culture, identity, and the domestic politicaheo
sensus. At theame timeit would enable ugo identfy the transformation athe ds-
course,including thoseideas behind the EMUhat disappeared from the disurse
and those thagtroved to be persisterthefollowing analysis is based on the sedon
ary literature andepresentshe basdor the later comparison with two dontiesdis-
coursegin chapters 5 and 6T hree phases of contestation can be identified ikthe
ropeandiscourse on the EMU, whexg eaclof these phase®sulted inan introduc-
tion of newregulationsgstablishingone of the canpetingsub-discourses in the legal
domain.It must be pointed out here that théseeeperiods should not be seen as the
beginning and the end of certain discourse ordisbourse. In my understanding,
discourse should rather be imagined as a river, which can get fuller or thianer, d
pending onfie amount ofprecipitation for example. In this caséiscourse comues
to Oflow® and newdisappearsompletely whilethe threephases represent theom

ments of it being Ofullerd than usual.

4.4.1.Phaseone

The first phaseovers theperiod in thebeginningof 1990s, when thessential
features andnstitutionsof the EMU were discussed andgotiated.Two competing
perspecties on the EMU can be identifiepresentingwo coalitionsb France, l&-
ly, Belgium, Greece, Portugadnd Irelandagainst Germanythe Netherlands, De
mark and the UK. Although the countries belonging to one block did not have a
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common negotiating positipriheir perspectivesvere essentiallysimilar'®. Usually
the positions of Germany and France are scrutinizetianliterature as contesting,
whereas the consensus between these two countries is regarded as crucial for an
agreement and the daty of Maastricht

How did the positions of these two countries differ during the negotiations on
the EMU?According toHeisenbergthere were two central issueberethe stances
of the member statediverged:Ca possible Otwapeedd EMU and how to ensure that
fiscal power, which would remain at the national level, would be consonant with
monetary policy set by the ECEHeisenberg 2006240). Two aspects were central
in the Frenchproposal legitimation of the EMU through implementation @ttom-
mon ecamomic policyand convergence in the real econorsgeDyson/Featherstone
1999; Leuffen et al. 2013). According to the pexgjve of the French government
during the negotiation, EMU gelireda common economic governmehiat would
act asa political counterweight tahe ECB andxpresshe growth goal balancing the
monetary stability goal (Heisenberg 2006; also Dyson/Featherstone 1999: 66; Marsh
2011: 134). Starting from October 1990, both the President éigaMitterrand and
the Minister of Economy and Finance Pieri@&Zovoy promoted the idea ofden-
cratic gouvernement economiqu®a political poleO, Oa centre of economic ppwerQ
which was meant to balance the technocratic Omonetary poleO of the European Ce
tral Bank(Dyson/Featherstone 1999: 2081). It was proposed to establish a stronger
role of the European Council anide Ecofin, which should have gained power & d
cide onthe fiscal and structural aspeactfseconomic policy, providing economic pol
cy guidelines andlefining theexchangeate policy by a qualified majority (P
son/Featherston£999: 208, 69). In November 199BZZgovoy emphasizeih sev-
eral communications that the idea of an independent central bank was unacceptable
for the French government due to Othe absence of respect for the views of elected po
iticiansO (Dyson/Featherstone 1999: 211). President Mitterrand pointed out in 1989:

Ol am not hostile to Central Bank, but to certain of its modes ai-oper
tion. The Bundesbank is completely beyond the control of gever
ments. Our Central Bank (Banque dartae) is independent, but it is

the Government that defines the economic and monetary policy. How
can we bring the Germans to accept progress on the road to monetary
union? | have the impression that if they had the guarantee that mon
tary union would noendanger their good economic health, they would

9 Spain, Greece, Portugal, and Ireland &smed another coalition, demandiagonomic
convergence through an access to a cohesion(Madin 1993; Dyson/Featherstone 1999).
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be ready to go forward. But | hesitate to make this concession. It is
dangerous that the Central Bank, in the absence of a political authority,
should have sovereign power. The (European) Monetary Systdm is a
ready a German zone. But the Federal Republic of Germany does not
have authority over our economies. With the (European) Central Bank
it would have itO (quotéd Marsh 2011: 132).

Also in the officid paperprepared by th#linistry of Economy and Finana& France

and presented to its European counterparts in December 1990, it was stated that Othe
independence of the monetary institution can only be conceived within aneinterd
pendence with a strong Ogouvernement economiqueOO (Dyson/Featherstone 1999:
223-224). Dyson and Featherstone argue that the French idepuvernement
economiquevas deeply rooted in the republicaadition whereboth economic and
exchangeate policies belong to the prerogatives of the elected politicians:

OUltimately, the nationas the source of political values; government
had to express, balance, and reconcile those values. It needed to be
vested with the power to act on behalf of the nation. Rules were ult
mately a matter for political determination. Hence in approaching the
Maastricht negotiations French conceptions of the appropriate balance
between discretion and rules differed from German conceptions.
French politicians like Mitterrand and his Finance MinistérZBovoy

were determined to ensure the primacy of the politead| over teb-
nocratsO (Dyson/Featherstone 1999: 69).

With the launch of the EMUater, the French government was preoccupied
exclusivelywith the aspects dEuropean social policy and fiscal harmonizat{@y-
son/Featherstone 1999: 7Bjowever duringthe negotiations attempted to establish
three main principles of the EMU: viability, democratic quality, and European r
sponsibility (Dyson/Featherstone 19229). It was argued that this approach eorr
sponded tdhe one inthe Delors Reportwhich recommendshe integration ofe-
nomic and monetary policies parallel, establishing@ political structure to balance
the independence of the ECBdaensurea dialogue on monetary aretonomic pat
cies (Dyson/Featherstone 1999: 229).

As a result of negotiations, Eurogoup dacbfin were created but remained
strongly intergovernmental withthe member statesO responsibility for economic
growth. The Council gained the ropetence to decide dhe exchange rate policy
however,underthe conditions of unanimity and respect thfe primary objective of
price stability.

OA range of French initiatives ran into opposition: notably that the
sole subscribers to, and holders of, the capital of the ECB should be
member governments; that the Presid&rthe Council should be able



to suspend ECB decisions for two weeks and to present motions for
deliberation to the ECBOs governing council; and that council members
should be accountable to national parliaments as well as to theeEurop
an Parliament. Ttee proposals were firmly rejected by the Germans
and the Dutch, notably at the IGC on 8 OctoberEQy-(D
son/Featherstone 1999: 2242).

From the very beginning dhe negotiations, the government led ttwe Chan-
cellor Helmut Kohlinsisted upon the creation of an independent European Central
Bank, with the primary goal of price stabilifgeeFinancial Times fron23.061988,
quotedin Heisenberg 2006: 237The German negotiating position was in line with
ordoliberalism,which wasstrongly establishedithin the Ministry of Finance and the
Bundesbank (see chapter j.teflectingthe ule-based approactvith the focus on
economic policy principles, strict convergence criteria, and automatic sanctions for
excessive deficits. Dyson @drFeatherstone point out that such a-hdsed approach
was in contrast Owith a French preference for discretionO (Dyson/Featherstone 1999:
282). As the German Draft Treaty provies,position was promotingconomic stalbi
ity as well as an open and cortipee market economy (Dyson/Featherstone 1999:
372, 411)Although later rejectety the other member states, the German Drati-Tre
ty originally proposed a creation of a European cartel office, regulations on the free
setting of prices irthe context of pen marketsrequirements of privatizatiorand
freedom of collective bargaining (Dyson/Featherstone 1999: 411)

A strict economic convergence critetfeat wauld guarantee theonvergence
beforethe membership in the EMWvas central for the German negotiating position
(Heisenberg 2006; Leuffen et al. 2013; Dyson/Featherstone 1999: 432hthHdre
countries represented by Fraraelalsothe Commissiorspoke out irfavourof some
flexibility in the interpretation ofthe criteria and sanctions for violatiofiDyson
2002). Nevertheles$ive criteria were formally establishedhich include(1) a max-
imum 3 per cent budget deficit (of GDK}R) a maximum 60 per cent government
debt (of GDP),(3) a deviation of inflation rate o& maximumof 1.5 per cent(4) a
deviationof long-term interest rates of 2 per cent compared to the average inflation of
the three begperforming coutries, and(5) two years of membership in the EMS
without devaluing (Heisenberg 200541).1n the mid1990s, the German government
further promoted budgetary discipline in the form atability pact, whosenain pur-
pose wado enforcethe implementation of the critea alsoafter the accession to the
EMU. According to the German position, the sanctions follating the convergence



criteria should be automatic and strict enough in orddvet@ffective (Heisenberg
2006).

Although theGerman negotiatorgenerally did not reject the idea of economic
policy coordinationthey opposedany detailedformulationandthe French concept of
gouvernement economiquysee Dyson/Fdherstone 1999: 411Both elements were
corsideredikely to threaentheindependence of the ECB (Leuffen et al. 2013: 159).

The structural realitystrengthened the negotiating position of tBerman
government where Oitminating position in the EMS and very sceptical domestic
publicO ertaled thenegotiators Oto establish both independent monetary poligy inst
tution and its macroeconomic policy preference in EuropeO (Leuffen et al. 2013: 160;
also Heisenberg 2006: 245). Therefore, the period of discursive contestation around
the negotitdons of theEMU ended whenhe final agreement on the Treaty of Maa
tricht hasbeenreachedn February 1992andthe EMU essentiallyeflected theGer-
man preferences supportedtbg Netherlands and DenmafkBecause the aspects of
growth and employment were absent in thalfelesign of the EMU, the latter repr
sents a macroeconomiegime that does not exist anywhere else, in any of tme-me
ber stateslnstead,n the macroeconomic policihe dizourseexclusivelyprioritized
competition,budgetary discipline, and monetary stabilithe final result of negait
tions established three asymmetries. First, in the discourse, economic and fiscal pol
cieswere subordinated to the goal of monetary stability. Second, disproportiosal pre
sures of adjustment emerged, with higher adjustment costs for some member states.
Third, the EMU created a bias of economic anmonetary policyagainstthe social
policy, wheneconomic and monetary policies becamsubject of Europeacom-

mitments unlike social policies, which were absent from its agenda.

4.4.2. Phaséwo

The second, shqrand less intengehaseof contestation in the EMU discourse
was triggered by the excessive deficit procedgainsthetwo biggesteconomies in
the Euro are® Germany and Francén fact by 2003 Germany France and Italy
had alreadyiolated theprovisionson budgetary deficits. The arGP sentiments
were strengthened by the period of very low growth inBte zonefollowing intro-

! The UK opted outluring the negotiations of the EMU in 1991, and Denmark optedfout a
terthereferendum results rejected the membership in June 1992.



ductionof the common currency (Blavoukos/Pagoulatos 200B¢ Presidenbf the
CommissiorRomano Prodi, speaking of the SGPemallowed himself topenly call

it GtupidQ yetthe member states aobliged to follow its rule{Heisenberg 2006:
249).In June of 2003the French Nhister of Financerefused to changthe expan-

sionary budget, arguinghat growth and employment were more important than the
pact (Heisenberg 200849). This certainly challengethe priority statusof the budg-

etary discipline andof monetary stabilityas well asthe assumption thathey aub-
matically lead togrowth. Simultaneously the German governmentfeered toim-
portance othe German unification and its costs as the reason why the country could
not realize its SGP commitments (Blavoukos/Pagoulatos 2008). Therefore, lbhe pro
lem of the pact was not only its lack enforcement mechanisfidut also the fact

that it simply failed to be convincing as the governmentOs primary goal. It has been
criticized for lack offlexibility and especiallyfor not taking into consideratiothe
domestic economicycles (EichengreeriWyplosz 1998).Nevertheless, abandoning

the pact completely or essentially departing from its orthodoxy would have sent a
negative signal to the financial markets and endangered the member stated® credibi
ity. Therdore,

Osome Member States (most notat@yn@ny and France; Greece to a
lesser degree) engaged publicly in rhetorical adherence to the strictest
SGP orthodoxy in order to enhance the credibility of their national
macroeconomic policy. Paying lip service to SGP orthodoxy was ta
tamount to fregiding on the strictness of the Pact as a collective good
Pbefore denting it subsequently. At least these three governmments e
ployed the debate instrumentally to demonstrate both determination
and ability to control their own public finances@lagou-
kos/Pagalatos 2008260).

Also, the leaders of Italy, Spain, the Netherlands, Portugal, Poland, and Estenia, al
hough each of them for different reasons, called for sound budgetary policigs-and a
plication of the SGP rules injaint letter (Financial Times from 16.@004,quoted

in Blavoukos/Pagoulatos 200860). Thesituationwhere Francand Germany could
neither accepthe sanctions against them for violations of &P nor abandon the
SGP completelyresultedin the refom of the SGP. The flexibility of the latter has
been ireased anthe excessive deficits procedusenendedio consider the reassn

or source otheexcessive deficit in order féhe sanctions to be applied.

12 Germany and France successfully used their diplomatic weight in the Council in order to
prevent the implementation ofreions against them.



The SGP wageformed, despite thgrotest from the side of the ECBowev-
er, within the framework othe EMU a powerful independent institution of the ECB
was createdwhich constantlyadvocatedand encouraged ndiberal reforms in the
member stas. It first constitutionalizethe newEuropean economic order, writing
into Oconstitutional stone thatonomy of European monetary policy from dembcra
ic scrutiny and controlO (Hueglin 2002: 2d1)then announcests doctring Oto e-
duce the government size and presence in the economynaiedthe system more
flexible by reducing labour market rigidities and cutting weHaalated public »-
pendituresO (Fitoussi/Creel 2007: 212). The B efore, translates an image of the
Oproper behaviowadned at modifyinghe identity of actors on the national leveh
sum up, this short period of contestation did not challenge the main principles of the
EMU, but it did undermine the application tbie budgetary discipline provisions of
the SGP.

4.4.3. Phasé¢hree

Finaly, the third phasef contestation in the EMU discourse started with the
Euro zonecrisis. The course of th&uro zone crisis brought back the gdlitical
cleavages among the member states, and again two visiappeard: one offisca-
ly conservativeNorthern European countries led by Germany, including the Nethe
lands and Finlandandone ofFrance and Southern European periphery, including the
countries with higher levels of debt, Italy, Spain, Greece, Portugal, and Ireland. While
both groups of meber states promotetthe idea ofcommon eonomic policyand
growth, their understanding of priorities and features of European economic policy
diverged significantly. Discussinthe topic of economic growth, the group led by
France argued for Keynesian type of measures, while the Northern countries argued
for the orthodox competitiveness oriented measures @QZdib: 148). As Schwarzer
pointsout, there isa fundamental difference in regatio austerity and budgetary pol
cies in the times of low economic growth. While in Germany, austerity and decrea
ing public expenditures are preferred to an increasaxation becausé is expected
to increasehe trust of private economy anthvestors the samemeasuresn France
are linked to fears of fallingdemand, as growtlf the French economy is more
strongly dependent otne domestic consumption (Schwarzer 2015: 131)France

sinking wages and prices are megardedoositively asa sign ofincreasingcompei-
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tiveness bunhegdively asa sign ofincreasing unemployment aid growing danger
of a recession (Schwarzer 2015: 131).

The former French President Nicolas Sarkozy emphasized solidarityeand r
vived the original idea of the common ecamo governance and deer fiscal policy
coordination promotedy Fance during the negotiations tife EMU (Vail 2015:
148). The central concern of the French government was stabilizatignrowth
(Schwarzer2015: 131).A co-equal partnership between paal leaders and men
tary policymakers at the ECB wll possess legitimacy and managefibeal policy
(Vail 2015: 151152). Moreover, according to the position of France and the Southern
countries, the EMU should inclugepermanent monetary fund andaaondsb the
bonds issued by the Euro zone ashmle rather thamany individual countryLeuffen
et al. 2013)Finally, it was also suggested teform the no baibut clauseof the Trea-
ty, enablingthe ECB to purchase the bonds frtime primary markefLeuffen et al.
2013) Both the idea of eubmnds and thehangein ECBOsnandate would enable
financial transfers from wealthier to less wealthy member states (Leuffen et al. 2013).

The antiausterity discoursetrengtheneance again irthe summer 0f2012
when FancoisHolland became the newd3ident of Frare This was also reflected
in the attempt to create an agusterity coalition that would beable tocounter
balance Germany and its alli@&il 2015. Such a coalition included Spain, Portugal,
and Itay (once Matteo Renzi became the leaafethe Italian government). Moreover,
HollandOs government stronglyvocated the introduction ofi®bonds and demen
ed Europeameasures to stimulatke economigrowth (Vail 2015: 156).

The Northern countriesled by Germanyclaimed that the responsibility for
solving the crisis lies on the member stateelelt is commonfor the German ge
ernmentto give its ownexample wher&ermanyenormouslygained n competitive-
ness through austerity, the Ager2lal0 reformsand wage suppression (Schwarzer
2015: 128).Therefore, it is argued that the member states with the debt problems
must do the same. Newman provideiowing quote by Wolfgang ScHuble, the
minister of Financefrom the year2013:

OTen yearago Germany was the Osick man of EuropeO. We had to
tread a long and painful path to become todayOs engine of growth and
anchor of stability in Europe. We too had extremely high levelsiof u
employment, even long after we started to adopt urgently necessary
forms. But without these reforms there can be no sustainable growthO
(quoted inNewman 2015: 133).



Also, the Foreign Ministerof GermanyGuido Westerwelleaffirmed OOur success
could serve as a model for our partnersO (Meiers 2015: 25).

What his groyp of countries described @mmon economic goveance is
basicallystrengthening and reinforcement tbe existing principles of the SGPnt
cluding fiscal disciplne and budgetary austerity. The list of measurelsides debt
clauses in all member statesfdstitutions, automatic sanctions for violation of the
SGP, and strengthening of the procedure of economic surveillance of natiogal bud
ets. Germany rejected any form of Ocommunitarizatioti® péibic debt such as
eurdonds and change in the mandatéhe ECB (Leuffen et al. 2013: 166 fact,
preservation ofthe independent status of the ECB was crucial for the German go
ernment (Vail 2015: 15152). Despitehe different points of viewthe principles of
budgetarydisciplinewere incorporatech the legal acts mentioned in the chaptert.3
the Eurepluspact, the Treaty on StabilityZoordinationand Governance (TSQG
the six-pack andthetwo-pack Consequentlytheausteritydiscourse strengthenés
postions as thesolution for the Euro zone crisis.

Concerning the European institutions, especially the European Commission
and the ECB, they generally continued thearlier, precrisis discoursedemanding
from the member statesoreefforts on the way to budgetaryrsmlidation, structural
reforms, privatization, and furthdiberalization of th& economies (European 6o
mission 12.01.2011, Barroso 12.01.2011BanrClaudeTrichet the former President
of the ECB,assertedhatthe common curency requireshe stability oriented fina-
cial and economic policyTrichet 17.02.201)1 According to him the root of the
problem lies in violations of the Stability and Growth Pact by some member states
and in ineffectiveness othe surveillance mechasm (Trichet 17.02011). In De-
cember2012,four presidentsogether(the Council represented by Van Rompuy, the
Commission by Barrosso, Euro groupby Juncker, anthe ECBBby Draghi) pe-
pared thaeport OTowards a genuine Economic and Monetary UriitveCpresidents
demanded raintegrated financial framework, an integrated budgetary framework, an
integrated economic policy framewodndstrengthening ofhe democratic legitima-
cy and accountabilityseeSchwarzer 2015: 126). According to theport,an into-
ductionof thesindge financial supervision mechanism is necessary in order to prevent
a banking crisisin future In this report, a integrated budgetary framework is-d
scribed in terms of sound budgetary policies, economic coordinatreh survet
lance.The reportexplicitly encourages the member states to implerseunttural e-
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forms cortributing to higher efficiencyof labour and product markets thatds-
mandedoy the EMU The authors emphasize the necessity ofsisking tools on the
Europeanlevel, buttheir applicationis attachedo approvalof the reformsrecan-
mended by the EU institution$hedescribedntegrated economic policy framework
is essentially based omplementation othe existing agreements, mainly the SGP.
Finally, the report concludes withe democraticaspects, such dke requirement of
national debates on priority measures and approvéhemeasures byhe parlia-
ments, stronger involvement of the Europ&arliament, provisiorof information,
transparency, and reporting to the national parliaments:

OOne of the guiding principles is that democratic control and aecoun
ability should occur at the level at which the decisions are taken. <...>
Ultimately, these fareaching changesndertaken by the European
Union in general and the Economic and Monetary Union in particular
require a shared sense of purpose amongst Member States, &-high d
gree of social cohesion, a strong participation of the Europeanaand n
tional parliaments and @mewed dialogue with social partne(§b-
wards a genuine Economic and Monetary Union€l:7)6

While the European Commissi@ertainlylost someof its inluerce under the
circumstancesf anincreasingly intergovernmental processhd crisismanagement,
the ECB started playing a stronger rolethaperiod in whichthe governments could
not agree on the right measures, causing distrust of the manhétdespitehe Trea-
ty provisionsthe ECB introduced itaew instrumenin May 2010 Outright More-
tary Transation (OMT). The latter enabled the ECB to purch#seEmember statesO
bonds on the secondary market. In 2012, the president of the ECB Mario Deaghi d
clared that the ECB would do Owhatever it takesO to protect thedBeréromthe
collapse, adding Oand believe me,iit be enoughO (Draghi, 26.2012).

! "+$



Table 3 TheEuropean discourse dhe EMU in thregohases

1st phase 2nd phase 3rd phase
France, Germany, Germany, Germany, France,
Italy, the Nethelandg France, Finland, Italy,
Belgium, Denmark, Italy Austria, Greece,
Greece, the UK the Nethelands Spain,
Portugal, Portugal,
Ireland Ireland

Two-speed EMU

European economi
policy

Primacy of political
over technical
monetary decisions

Strict nominal co-
vergence criteria

Automatic
sarctions

Absolute priority of
thebudgetary -
cipline and ofthe
monetary stability
(the SGP criteria)

Austerity during the
periodsof no or
low growth

eurdonds

Independence of

the ECB

" 1 lagreed/ promotel; |, Idisagreed/ rejected; !- not central/ abseht
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Chapter 5: Germany

5.1. Economic and monetary policy in the Federal Republic of Germany before
the EMU: the Bundesbank, stable currency and the German economic policy
paradigm in the context of decentralized polity with inclusion of social partners
5.1.1.The GermarBundesbank: mandate and institutional context

Similarly to the ECB, the Bundesbank@scsure consiste of a council a
board of governorsandthe managing boards ttie regionalcentral banks, whereas
the council acts aghe main decisiormaking body. The lawhat establiskesthe ce-
tral bank in Germany, the Bundesbankgesetz from 1957, destirdesiginal stra-
ture, tasks, and instruments of this institution. According to =2 of this law, the Bu
desbank manages the circulation of money and supply of credit to the economy with
the purpose of securing the currency and arranging the domesticeigt fmonetary
transactions.

The design and paradigm of the newly created Bundesbank were significantly
affected by the previous experience gpérinflation in 1923. Theniflationary and
hyperinflationary periods of the Weimar Republic left awareness @utanelite and
the population of its devastating consequences for the economy arsbciety
(Crouch 2000a). Therefarthere was a broad consensus among all main actdheon
monetary policygoals, whereas theyere simultaneouslgommitted to contribiing
to the rebuilding of the state Grouch 2000a)Moreover, the trust and authority
gained by the Bundesbank among the population over the years were crucial for its
active involvement irthe political life of the country. Finally, theadnd currencyrep-
resented an econacally stable statend soon became a part of identity in Germany.

The Bundesbank is anstitution whereordoliberalism was and remains the
dominating approach. Btite ordoliberal tradition is also strongly entrenched in both
German goerning institutions and their social partners (Young 2014: 278). The
ordoliberal paradigm impdis a strong rule based apgech andstrengthening compiet
tion as the central goal of a state in economic polgcording to this paradigm, a
state must providea constitutional framework, a certain ordeithin which market
forces can operatfreely (Van Esch 2014)Ordoliberalism is ofterpresented aa
Othird way®etween the hands off liberal approach and socialistic polifis. le-
quirement of sound monegpresents a fixed point in such order:

OWhen taken as an ideal type, the Ordoliberal view is characterized
first and foremost by a belief in the primacy of price stability (Osound
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moneyQ), which is the guiding principle by which all other policy
measuresre assessed. Crucially, in the eyes of the Ordoliberals, there
is no tradeoff between price stability on the one hand, and ewplo
ment and economic growth on the otherO (Van Esch 2014: 289).

Nevertheless, the ordoliberal policy paradigm has never bedusiecin Germany.

As Young convincingharguesin fact,it is exactly the combination dfie ordoliberal

and social (Keynesian) policies that provided strong economic growth in Germany
during the postvar period (Young 2014).

The high leveof social suportfor the Bundesbank was essential for its sup
rior performance becauskkn a public believes that its central bank is comp@&ent
and that its role is justified even when its decisions are unwel&inhean bring
about changes in private market babar at far lower costO (Malcolm/Lord 2000:
250). After World War 1|, there has always been a positive attitude towardmdee
pendenttonduct of monetary policgnd ageneral support fathe low inflation rates
among the German population and thg organized interests, such as trade unions
and employersO organizations (Verdun/ Christiansen 2000: 168ss#%oll 1991).

The context ofhow monetary policywas conducedin Germanyincluded the
interactions of th&undesbank with the governmetrgdeunions and businessgan-
izations. Scholars fairly define central banks as Oinstitutions independent of, but not
from governmentO (Siklos/Bohl 2005: 408he law described the Bundesbank as
Oindependent of instructionsO from the fedgraérnmentut exectedto Osupport
the general economic policyO of the government (Bundesbankgesetz 1957, & 12
trarslation S.M). This clauseopens opportunity to debatbe appropriateness of a
monetary policy decision. Although the government did not possess any mechanism
to overturn the BundesbankOs decision, treefocould request to postponenare-
tary policy cecisionif the governmentlisagreed witht. Neverthelss, this power was
never formally invoked (Siklos/Bohl 2005: 397). In its turn, the Bundesbank xvas e
pected to remain in dialog with the federal government, providing advice ore©Omon
tary policy matters of major importancé®undesbankgesetz 1957, g, 1@nslation
S.M).

It is crucial that the public played a key role in the relationship between the
Bundesbank and the government. For both institutions, the appeal to the public would
be justified depending on the degreetbt public support (Lohmann 1998)he go-
errment did notpressure the Bundesbank to accommodate its electoral or party
political demands because tlegter could appeal tthe public. If the Bundesbank
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publicly disagrees with thgovernmentn the situatiorof weak popular support of the
governmentOs economic policies, vulnerability of the latter would be increased. But if
the governmentOs policies had already become popular, the bank would rig its ind
pendent statuby publicly disagreeing with therfLohmann 1998: 407)Jndersuch
circumstancesthe Bundesbank preferred tcassert its independence in public but
generally remained in continuous dialog with the federal government (Siklos/Bohl
2005: 398). Therefore

Oa formally independent central bank will be able to follow a sound
monetary policy only if elected politicians (and ultimately voters) want
such a policy; or if there exists a coalition of inflat@averse interests
politically capable of protecting the integrity of the institution against
inflation-prone politiciansO (lbonann 1998: 443).

From my point of view, it is important to consider the contexihefGerman
politics in order to understand thentral idea behinGermanyOs monetary policy and
the role of the Bundesbank. There are two main aspects that | would like ta-emph
size. First, the German polity is characterized by horizontal and vertical de
centralization. Also, the mode of economic governance in Gerrsdrased upoithe
involvement and cooperation of organized interests (business and trade unions). The
second aspect concertiie main direction ofhe German economic policy and itg-e
port-oriented nature.

To begin with the embeddedness in the institutmiithie German federalism,
LSnderthe federal Brliament, andhe federal ®vernment each nominated members
of the council of the Bundesbank. Moreover, the formal independence of thesBunde
bank was protected by this embeddedness and Oby the federafishents of its
decentralized organizational structuf@Ghmann 1998: 401). Dyson emphasites
provincialism ofthe Bundesbank, which

Oreflected the firm political roots of the Bundesbank council and o
ganization in the German federal system,hbstility to creating a sk

gle powerful German financial market centre in Frankfurt, and the state
central banksO tendency to protect the interests of the public savings
banks and hence to be cautious on financial market liberalizationO
(Dyson 2009b: 141).

Moreover, as it has already been mentioned above, the Bunddshati&ned inthe
climateof corporatismand social markedconomy where theentral bank Ostooeb
yond the reach of organized intereBtaot in any power of the corporatist actors to
influence the BundesbankOs behaviourQu¢Bra000b: 210). For instance, thti-

tude of the Bundesbanktrictly againstthe increase of inflation rate forced therba
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gaining partners to reach dedisilding moderation into their own demands in order

to avoid adefensive counteraction of the Bundesbank (Crouch 2000b: PA&)de-

sign and goals of the Bundesbank reflect preoccupations of the period in Germany
after the World War Il. The capacity of the Bundesbank to act as counterweight to the
marketinterfering tendencies of the corporatist economy was as importatten
German context as the controlioflation. In fact the central bank exercised thg-si
nalling power, whileOthe trade associations were needed for industrial recoaery; |
bour market corporatisiwas needed to overcome class conflict and also to mark a
complete break from Nazi intolerance of labourOs right to organizeO (Crouch 2000a:
13).

The mutual accommodation between the actors was possible due toeheir d
termination to behave strategicallpdaregard the national economic interest in the
context of social markeeconomy where opposinfprces are required to coexist
(Crouch 2000a: 13) anthe stat®sole is enablingratherthan either withdrawn or
imposing. The governmental discourse

Gemphasized the liberal nature of the economy, the federal stateOs
handsoff approach to industry and its limited powers with regard to
the economyb passing over the LSnderOs larger involvement in local
industrial policy B and the BundesbankOs role as itftependent
guardian of the stability of the currency and, by extension, of the eco
omyO (Schmidt 2002: 288).

However, italsoacknowledgedhe autonomous coopation of business and labour as
well asthe generous welfare state (Schmidt 2002: Z8B¢. esablishment of coorid
nated or managed capitalism in the pwat period reinforced and encouraged a-co
sensusriented politicalsystemwhereOan enabling state is linked to an evolutionary
view of economic policy, one that reflects the changing needsoobedc actors and
the outcomes of their interactionsO (Dyson 2003: Risce the early 1970s, the
Modell Deutschland waaimed to enhancihe competitiveness througihe corpord-

ist arangementssimultaneously targetingusterityand modernizatiofJessop 2014)
The integration of the unions into crisis management created a shared responsibility
for its economic and political cost8essop 2014)The neoliberal turn in the begi
ning of 1980sintroduced some adjusentsbut preserved a largely neorporatist
and neemercantilist strategy (Jessop 2014: 25:)e transformation of the German
postwar corporatism started long before the introduction ofciiiamon currency,
andit is linked to globalization(as decribed inchaptes 4.1 and 4.2)It is not so
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muchthereforms of institutions that mark transformation of the German corporat

but rather the evolution dhe industrial relations and organisational change HEic
horst 2015: 52). Thereforéhe transformation ofhe German corporatism is maynl

the result of agistmentsdriven bythe pragmatic strategies of actorBhe danged
economic circumstances led to a major reversal in the strategies of employees (Bacc
ro/Howell 2011: 539)The industrial relations experienced dramatic transformation
through chage

Oin the practices and functioning of works councils, and the erosion
and retreat of collective bargaining coverage, trade unions, rand e
ployer associations. Escape routes have permitted employers to opt out
of once dominant industrial relations practices without being forced to
dismantle themO (Baccaro/Howell 2011: 539).

Findly, it must be mentionethat the connections betwe#éme poliical and
business elites in Germany do not always take place within the democratically moral
and legal domains. As in many other countries, the phenomena of corruption, clie
telism, and patronage are @lpresent in Germanyt is argued in the literaturinat
corruption in a strict sensas exchange of political and administrative resources for
economic resourcesepresents a problem mainly on the local government level
(Darge 2009: &). Howeverlobbying as a grey zone betweite official represerd-
tion andcorruption is widely spread dhe regional (Landesebene) and federal levels
(Balser/Ritzer 2016). Although law does not prohibit lobbying, at its core, it gl re
resents priviledged access to decisioakers and an exchange of a service fog-a r
ward. In Germany, lobbying often happens beyond the public space thitweipér-
sonal relations, networks, lobby agencies (who often keep their clients secret), think
tanks, and foundations (Balser/Ritzer 2016).

To sum upfederal rootsindependence djut dialog with the federal govier
ment,public trust,as well as its positionb@ve all organizedhterestsestablishedhe
Bundesbanlkas akey actor inthe economic policyNevertheless, the Bundesbamk e
isted Oalongside powerful political and widestitutional forces: democratically
elected governments with powerful heads; national organizations of different business
sectors capable of articulating their problems and needs to national mass mediaO
(Crouch 2000a: 11). These constraining and mongaristitutions either do not exist

or do not represent the same challenge on the EU level.
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5.1.2.The BundesbankOs monetary policy and the German economic context

Another aspecthat should be highlightedhere is the embeddeddness of the
BundesbankOs fmés in both economic governance strategy and the performance of
the real economy. As it was mentioned above, the ordoliberal approach is focused on
enhancinghe competitiveness. Since the 1980s, Germany has been increasixg its e
ports, andhe stable cwency and its recognition certainly gave the German exporters
a competitive advantage. But so did the EMU, as the euro was a waglegicg than
the Deutschéark, providingcheaperprices for the German exports. Therefore, the
EMU was also expected taugport the exporbriented strategy by extending the
Deutsche Mark zone and by the enhancement of competitiveness of the French and
the German industrial capital through a cheaper currency, Oespecially when reinforced
by direct wage restraint, a reduceatiabwage and lowered domestic consumptionO
(Jessop 2014: 253)Vhat is even more significant in this contgkie evidence shows
therealgoal of the Bundesbank aginga 2% longrun inflation ratherthan anexact
price stability (Clarida/ Gertler 1997: 405). Although publicly not stated, theadevi
tions of the shofterm rates from the targets were caused by countercyclical policy of
the BundesbankClarida/ Gertler 1997)Therefore without publicly declarig it, the
Bundesbanlactuallytakes into account the performance of the real econ(@tayi-
da/ Gertler 1997: 378), letting Othe stierin rate rise in response to news of insrea
es in inflationary pressures, manifested in either a rise in commodity,@icse in
the money supply, or a depreciation of the exchange rateQ (Clarida/Gertler 1997:
385).

The Bundesbank actually combined its aggressive behaviour in dampning i
flation through setting sheterm interest rates with orientation to the perforogaof
the real economy. It adopted

Oa gradualist approach to disinflating, and it does ease when the real
economy weakens. During these situations it often cites other factors in
public announcemenf8concern about maintaining the stability of e
change ate regimes, for exampleO (Clarida/Gertler 1997: 405).

In fact, it was Oimplicitly pursuing a countercyclical policyO (Clarida/Gertler 1997:
405).So, the analysis dhe longterm trendm the interest rate developmey@nerally
supportsthe claimof cowntercyclial policies by the Bundesbankowever, it must
be acknowledgedhat economic growth (or downturn) is one of the factors among
many otherswhich determine the decisions of a central bafd¢onomic data ills-
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trates quite stable interest ratestween 1950 and 1998, whi@re generally higher
than those of the ECB

5.1.3.The ERMand the negotiations of the EMU

Concerningthe European level, the Bundesbank showed itself to be caoper
tive, and played an important role as a leader withinBh®pean Exchange Rate
Mechanism (ERM). Nevertheless, the latter was clearly dominated by the Bunde
bank, which did not seem Oto be very responsive to the requests of its monetary par
nersO (Abdelal 1998: 253). The ERM is often referred to as-Mark zane (Dyson
2003: 218). This situation changed radically with the launch of the EMU, as both the
constraint of the OhardéMBrk and the BundesbankOs role as the monetary policy
leader disappeared (Dyson 2003: 218).

At the time of negotiations on the mongtamnion, two political legacies were
crucial for the German position: first, support for further European irttegras
Konrad AdenauerOs legacy, and second, ordoliberalism as the legaagvof Er-
hard(Dyson/ Featherstone 1999). The ordoliberal caalibn the moment of negati
tions includedthe ministries of economy andf finance as well as the Bundesbank,
benefitting fromthe strong supporof the employer and banker organizations Bu
desrverband Deutscher Industrie, Deutscher Industrid Handelskammertag, Bud
desverband Deutscher Banken, Deutscher SparkassenGunaverband) (Dyson/
Featherstone 1999: 278). This coaliteemandedhe European single currency to be
at least as stable as theMark, insisting therefore on the necessity oifcstand -
tailed rules of convergence among the European partn@rantioted the ruldased
approach that woulduarantee the market principle based on competition, loa-infl
tion, and budgetary discipline, which was expected to le#ttbtcdose approxnation
of the interest rates before the stage 3hefmonetary integratiorfDyson/ Feathe
stone 1999frshlich 199). Although there waa general support fothe economic
policy coordination, the economic policy guidelines and the financial supporiamech
nism were rejecte@@yson/ Featherstone 199Moreover, the independence of the

13 See the datdittp://de.statista.com/statistik/daten/studie/4878/umfrage/bruttoinlandspraotukt
deutschlaneeitdemjahr-1950/
http://www.bundesbank.de/Navigation/DE/Statistiken/Zeitreihen_Datenbanken/Makrooekonomische_
Zeitreihen/its_list_node.html?listid=www_s11b_mb02
http://www.ech.europa.eu/stats/monetary/rates/html/index.en.html



ECB andof all participating national central banks was a-negotiable position
(Dyson/ Featherstone 1999)

The Germanpublic showeda rather sceptical attitude towardsthe EMU.
While the European enterprises generally showed intereatntonetary union with
theaverage support of 90%, only about 60%h&German companies supported this
ideaunderthe condition that it would be as stable and reliable as tialk (FrSh-
lich 1991: 276). At the same tim80% ofthe German enterprises believed that the
Euro-currencywould not be as strongs DMark (Frshlich 1991: 293). In February
1998, apublic poll evidenced that 58% of respondents were against the introduction
of theeuro and 30% were in favour (Schmidt 2002: 295).

5.2. Thecontext and the mode of governancafter the EMU: the new certral
bank and disrupted balance of ordoliberalism and managed capitalism

The EMU is certainly associated with significant institutional changes in the
monetary policy regime, but the transformation following it does not end hiere.
ing with themandate of the ECRBhe formal structuregoals, and instruments of the
ECB andthe Bundesbankre basically identical. In its turn, the original mandate of
the Bundesbank wahangedleading to its newnstitutional structure and search for
a new functional identityThe EMU triggered a complex and difficultfoem of the
Bundesbak, introducing astrongerhierachy thatcertainly undermired its federal
character(Dyson 2003: 222). Furthermore, the ECB took overpiti@e responsil
ity for the banking supervisionHence, formally, the Bundesbank now simply eepr
sents the agent tiie ECB in Germany, focusing its activity mainly on research.

The new constellatiomlso disrupted the connection between the activity of
the central bank and the real economy, as the ECB often disregards sensitivities and
vulnerabilities of a single membd-or examplethe decisions of the EC&n be pro
cyclical for GermanySimilarly, the link between monetary and economic policy has
been abolished. There is no governmental counterpart to the ECB, which would be in
dialog with the central bank or woultet capable to challenge its decisions. Economic
policy adjustment remains nationally specific and fpendent (Schmidt 2002: 15).
Because each government of the member states operates in a different environment
and pursues different economic strategis almost impossible for the ECB to stay in
dialog and onsider the policies in each member state
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It is important to point out thahe disciplinary role of the Bundesbanktire
domestic collective bargaining and in containitmg unit labour costshas disg-
peareg Qeaving a potential vacuum in which the outcomes of wage bargaining could
have negative effects on ECB monetary pdigpysonGoetz 2003: 31)Moreover,
in case of Germany, the EMU decreased the influence of regions, the LSnder, on ec
nomc and monetary policy while strengthening the executive. The ECB has so far not
gained the same level of authority in the general public that the Bundesbank had
among the German population thratght be caused by the fact that the former mainly
communicags withthefinancial experts rather than generaliligh the populéon.

The transformation of the context brought in by the EMU is very complex and
was determined by two processes: fitlsg separation ofhe Otechnicatdnetary pb
icy from the OpolitialGeconomic policy and, send, the gradual erosion of thgofit-
ical® in the economic polisgflected in decreased inclusion and strong limitations on
the economic policyagenda. Whin the EMU, the monetary policy has been $an
ferredto the supranational levedconomic policy formally remains in the national
domain, andhe SGP provides the criteria tifie Ogoodéronomic indictors

In the case of Germany, it can be observed how the benchmarking within the
EMU strengthens reformeemdthe discoursef competitiveness, promoting ecano
ic liberalization of financial andf labour markets as well ahareholder valug®y-
son 2003: 21211). The EMU lacks the flexibility in adjustment of its paradigm to
the socieeconomic circumstances the Euro zone. Especially during the euro zone
crisis, the European economic governance was finally established as a uniwersal r
quirement ofthe budgetary discipline. As Dyson fairly noticed, the broad strategic
direction at the EU level, includinte market competition, sound finance, and sound
money, fits the German economic and monetary policy well. Nevertheless, this is a fit
with the German ordoliberalism only (Dyson 2003: 213). In fact, Germany regfresen
ed the ordoliberal position during theegotiations, althouglts domestic policies
shared the featas of both ordoliberalism and managegbitalism. The latter has also
been deeply rooted the German politics but is absent in the EMU:

Ohistorically, Omanaged® capitalism formed a contirituthevorg-
nized capitalism of cartels, cresgnership, elite networking, self
regulation, and publiprivate pacts that characterized early German
industrialization. It has fewer problems with mergers and the ocence
tration of economic power than did pagar ordoliberaism. Culturd

ly, it rested on a respect for the principles of consensus. This principle

| "$



was deeply entrenched in both the political and economic systemsO
(Dyson 2009b: 205).

Therefore, theordoliberal policiegwhich were transferred onghEMU) embody a
policy preferenceather tharthe German model or practice (Dyson 2003: 223). This
canbe illustrated by the fact th@ermanyfaced significant problems in meeting the
requirements of economic policy as prescribed in the, $BBse proviginsincorpo-
rate the German stability cultureAfter the German unification, th@mpetitiveness
pressures of globalizatidmave been high, and timeed for eformsbecamemore d-
vious. Neverthelesst was still hard to introduce and implemetite corresponding
reforms due to thepecifics of the German political system distinguished by fediera
ism and cooperative character wéhariety of significant veto playsy as, in Gerat-

ny,

Otheoutcomes of Europeanization are bound up with a domesiiy po
process that traditionally favours-operation and consensus over i
posed change and confrontation. This process also gives institutional
support to a continuing preoccupation with issues of redistributse ju
tice and provision of coltgive goodsCDyson 2003: 205).

Thereforms in Germanwreat least partly deperdt upon the Oreconceptualization
of the traditional notions of economic order and social justicefelsfate, busines

and union actors (Schmidt 2003: 21Buropean and global compein did not yet
destroythe managedapitalismbut eroded it trough transformingthe relationbe-

tweenbusiness and lalbiotowardsless coperative and more competitive.

Another important point is that the ordoliberal paradigm has been reduced to a
moneary policy field without taking the broader economic constitution into conside
ation. As Joerges argues, the launch of the EMU marked the departure froro-the ec
nomic constitutiorexpressed the German Ordnungspolitid/hile, at national level,
the economic constitution was socially embedded and Oconceptualized in the theorem
of independent orders or in the social politics of the Osocial market economyOO
(Joerges 2015:7)osial and economic policy were Odecoupledfle newly esta-
lished Europeana®nomic order. fe social embeddedness thfe markets refers to
Othe whole range of institutions on which the operations of market economies relies,
most notably OmoneyO and OlabourOO (Joerges 2015: 8). In the national contexts,
economies are embedded hetinstitutions of welfare state and modes of political
accountability, which are missing on the EU level. As a result, the EMl¢freed
the Germareconomic model where thmodd of social market economy and ma
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agedcapitalism was at least partly subst#d bythe shareholder values, whiblve
been strongly promoted lifgetransnational enterpriseByson 2003: 474

Althoughtheideas angreferences wenm facttransferrecdonto the EMU, m-
cluding the design of the ceritddank and concept of Osoufid@nce the German
mode of governance faced serious transformat@sgs coordinative and consensus
oriented character is not reflected at the-IEkl. This effectsthe distribution of
power amonghe political actors:among thefederal ministries, betweethe fedem-
tion andtheregions as well as betweethe employers anthetrade unions ithe cal-
lective bargaining and labour maat. It is not the domestic consensus that is decisive
anymorebut a broader European context.

Olnanother respect, and adding to its complexity, Europeanizasen re
onates even more deeply in the body politic, raising fundamentg lon
er-term cultural questions about the kind of polity and of political
economy that Germany aspires to be and whetheasipatation is ss+
tainable. The central constraint on change at this deeper level is set by
the domestic institutional OfitO between the federal, corporatistaand co
lition government features of the German polity (the main elements of
its Onegotiationd® daraxy) and an economy that displays stroreg el
ments of ceordination and privileges strong producer groups and the
practice of social partnership in labemarket and social policiesO
(Dyson 2003: 205).

The corporatist institutions in Germany have notrbéamally changed in
their structureput their function changed crucially. In fapblitical-economic instif-
tions function differently in the new context (Baccaro/Howell 2011: 525). The Ge
man model has been transfornimdthepolicy change and actora@aptive behaviour
(Eichhorst 2015: 49). Generally, the federalized anded#ralized nature of the Ge
man polity makes the adjustment to the European modes of goverr@anee esp-
cially becausdhe policy content was actually uploaded on thel&kl. Nevertle-
less, the informal and soft nature of the open methods of coordination and other new
modes of governance does not make the inclusion of business and trade unions in the
decisionmaking obligatory. Moreover, the dominance of negative integratidnita
liberal character strengthenterprises anthe executive branch of state

OThe network model of polieyaking displays a high degree ofhto
patibility with corporatist governance and surrounding perceptions,
appearing as an OevolvedO stateesbcorporatism. Distinct diffie
ences from corporatism probably pertain to the horizontal structure of
network governance, its emphasis on informal and personalised inte
action, its inclusion of transnational EC actors, the likelihood of non
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participationof peak associations, and the relatively weaker bargaining
strength of the latterO (Pagoulatos 2002: 201).

It is labour that feels the shift in the balance of power the strongest, acting defensively
while Ocollective institutions and forms of labmarket regulation have been wea
enedO (Baccaro/Howell 2011: $2Zhe increased competition and relatively low
growth rates weakened the negotiating position ofdheurwhere @e trade unions
accepted wage seléstraint and flexibility of working contions as well as partial
privatization of social services in turn for maintaining employmentO (Bieling/Lux
2014: 154). Th&eU economic governance continued affecting the collective largai
ing and labour market institutions without the establishment oéehamism fothe
EU-wide collective bargaining and appropriate fan of wagepolicy caordination.
Generally,the nediberal convergence is expressedderegulation through eliman

tion or relaxation otheinstitutional barriers (incl. removal of legal contractual e-
strictions at the workplace levednd in institutional deregulation as a shift fromHig

er levels of collective bargaining tbe lower ones, shrinking of collective orgaaiz
tion and capacity ofhe class actors, as well as thesteuctuing of unemployment
benefits and employment protection (Baccaro/Howell 2011: 527). Declihe aov-
erage and binding power tife sectoralagreements are further sgofweakening of
thetrade unions du# decentralization afhe collective bargaining (Baccaro/Howell
2011). All this is accompanied with change in identitiegmployees, whprefer to

engage with their employers at the firmdéin order to protect thebsthere

5.3. The dite discourse on the EMU in Germany beween the years 1997 and
2000 dominance of the ordoliberal coalition

The dscursive perioctconsidered irthis sectioncovers two coalition govar
ments D first, the Christlich Demokratische Union Deutschlahdke Christlich
Soziale Union (CDU/CSU) and tteeie Demokratische Part@tDP) coalition go-
ernment of Helmut Kohl (November 19940ctober 1998)and second,the Soz-
aldemokratische Partei Deutschlar@FD) and the BYndnis 90/die GrYnewalition
governmenbf Gerhard SchrSder (1998002).



5.3.1. Governmental subliscourse: Kohl government

The speeches and interviews tife repreentatives of the government have
beenanalysed, includinghe Chancellor Helmut Kohl (CDU), the Minister of Finance
Theo Waigel (CSU)andthe Minister of Forgn Affairs Klaus Kinkel (FDP).The
central topics ofthe governmental subliscourse werdhe general historical m-
portance of European integration amidthe EMU project (beinga crucial step fio
ward in the integration)the economic policy implicationsral advantages of the
EMU for the Geman economy, anfinally, stability of the future European currency
and preconditions for it.The discourse on the EMU has been part of the broaster di
course on GermanyQOs participation in the European integratios &uwildpean ide
tity. Therefore, a big part of the governmental-gigtourse has been happening on
the identity level. Similarly to how the-Blark became the cornerstone of therGe
man postwar identity, the new European currency was expected to shapartie£
an identity among the German citizens. As theready existech broad consensus
and legacy othe postwar Germany being a part tife European OfamilyO, any voice
for postponing or opposing the EMU was often stigmatized by the governing coalition
as antiEuropean, Ospreading insecuritiesO within the populatiomithilthe finan-
cial markets. Moreover, Europeanization was also subduma wider discourse of
the Orequirements®adapt in the interest of competitiveness.

Another topi¢ which was ot centralbut present within the governmental sub
discoursewasthe employmenpolicy. It wascommon forthe governmentactorsto
refer tothe principle of subsidiarityas theone that determinesttat the employment
and social policiestrictly remainon the national leveMWithoutany further elaboa-
tion, it was usually declaredthat the transfer of competences in these areas would
simply be against the principle of subsidiarity.

(Eine Sozial, Lohn und Steuamion wYrde die Entwicklung zur
Transferunionvorprogrammieren. Sie wYrde die nationaléerart-
wortlichkeiten verwischenind dasSubsidiaritStsprinzip verletzen. Sie
wSredas Gegenteil von dem, was wiollen, nSmlich ein Europa, in
dem BYrgerinen und BYrger, Unternehmen uRegierungenihre
eigenen Aufgaben selbstverantwortlich in die Hand nelirigrealor
Waigel,Bundesminister der Finanze20.041998

Concerningthe Minister of Financegconomic convergencand budgetary
consolidationwere also central. On the contrargntbcratic casiderationsvere not

significant within thegovernmental sufaliscourse, whiclegardshe transition to the
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third stage of the EMU amnexclusively technicgbrocess, withouanyparts of so@-
ty winning or loosing from it.

er entscheidende Unterschiedr Gebursstunde der BMark liegt
jedochdarin, dag die Umstellung auf den Euro ein reohnischer
Vorgang sein wirdBei der Umstellung auf den Euro wiek keine
Geldentwertung, keineunterschiedlichen UmstellungssStze, kein
"Kopfgeld" geben. Vor aim wird eskeine Gewinner und Verlierer
geber® Thealor Waigel, Bundesminister der Finanze30.06.1998.

The central topics ofhis governmentakubdiscourse can be organised in a
story as fdows. An adjustmento the consquences of globalisatiomcluding the
measures toncrease theeuropean influence and German competitiveneas be
identified asthe governmental goals. The EMU provideframework to achieve &
se goals. The main probleis ensuring thestability of the European currency. The
solution to this prolem will be achievedhrougha strict and narrow interpretation of
the convergence deria, budgetargonsolidationthat will lead toa certain degree of
economicconvergenceamongthe EMU member states. Modernisatis often ma-
tioned asa central policy goathatimplies liberal reforms, includinghe increase in
flexibility of labour markets.

Q\uch ohne WShrungsunianY§ten wir die Modernisierung unserer
Volkswirtschaften rasch in Angriffnehmen, will Europa seine
WettbewerbsfShigkeit im Zeitalter der aBhlisierungerhalten. Der
Euro ist zwar nicht die LSsung der vorlteamen Strukturprobleme. Er
wird aber ihre LSsung erheblich beschleunigénwird einen frischen
Wind der Modenisierung nach Europa bringéWWenn wr jetzt ja zur
WShrungsunion sagedann stellen wir damit auch unseRefom-
bereitschaft und unsereukunftsfShigkeit unter Beweds Theador
Waigel,Bundesminister der Finanze20.04.1998

In this context Germanyis often described a®exporter adtabilityQ playing
the role ofthe policy senderThe European countriem their turn are receiversas
they @doptthestability cultureO.

Qleder, der den Vertrag von Maastricht liest und die ergSnzenden Be
chlYsse dazu kennt, mu§ das einsehen.sEsins gelungen, die
deutsche Philosophie der GeldVirtschafts und Finanzpolitik a-
ropaweit zu verankefd Theodor WaigelBundesminister der Fima
zen,2.04.1998.

With the launchof the EMU, small and medium enterprises as welltlas German
exportswould benefit, strengthemg growth and seuring theemploymentin the
country Thereforethe success dhe D-Mark would not be eliminated but transferred

and continued on the European level.
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OEdie Erfolgsgeschichte der-Blark geht mit dem Wechsel zuBuro

auf europSischer Ebene weiter. Mit dem Euro sichern wir die Werte,
die die DMark zum Inbegriff von Stabiist und Vertrauen gemacht
haber®© Helmut Kohl,Bundeskanzler.04.1998.

As already mentioned abowere were several elements thatgogenmen-
tal OstyO explicitlyrejeced aspossiblesolutions. These pointacluded the transfer
of employment policies tthe European levehs well asharmonizéion of thewage
policy, social policy, andaxes.

This governmental subliscourse claimed universalism in several regards. A
close discursive link has been established between European integration and the
EMU, leading to a conclusion that anyombo supportghe former must support the
latter too. In its turn, the idea ofthe monetary integration was reduced to what has
been negotiated as théME). Then any criticalpoints to the alreadgegotiated pr-
ject of EMU were declared as opportunistic and populist. The reference to ideolog
cally different prominen political figures in support of the common currency are
quite common in the governmental sdiscourse of this perth which is aimed at
proving the argumenthat, in Germanyleaders ball democratic parties of thgost
war history supported European integratidfong with thelegacy of KonradAden-
auer, the conservative government representatives re@arto Schmid SPD) Kurt
Georg KiesingefCDU), Franz Jozef Strau®&SU), Willy Brandt (SPD), andHelmut
Schmid (SPD). The governmental suliscourse emphasizes that both European s
cialists andthe German trade unions strongly support the EMUymjgaying their
criticism of somdeaturesof this project Therefore, the govement made an effort to
describethe EMU as an ideologically neutral project. Although the government also
presents the calilations of how mucimoneyenterprisesvould save by eliminating
the exchange rates, it alsdaims torepresent the interest tiie peoplewho save
moneyas well aghecitizens witha small income

(Eine harte WShrung das ist eine wichtige Erfaling gerade der
Deutschen ist zugleich die beste SozialpolitiRentner, Sparer sowie
BYrgerinnen und BYrger mit kleinen Einkomnsémd ganz besonders
darauf agewiesen, d§ ihr Geld seinen Wert behSIHelmut Kohl,
Bundeskanzler2.04.1998.

Finally, the government presents the negotiated features of the EMU as based
on objective and universal truths. For examplkile pointing out thebenefitsof the
common currency irfEurope, Kohl refers tehe Oscientific discussionO, whictopr

videsthe exact numbers that represéme volumes of money saved lblye enterprises
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from the elimination ofthe exchange rates. Thehe justinstantlyassumeshat these
savings will appeaasinvestments and employment in Germany and Eurbpee-

theless, it creates an impression among the audience that the latter is also supported
by the scientific knowledge.

OE aus der wissenschattlien Diskussion wissen wir, da§ der Wegfall
des Wechselkurisikos fYr die Unternehmen in den @lSndern Hi-
sparumen in einer zweistelligen Mihrdenhshe ermsglicht. Denn mit

der EinfYhrung des Euro entfSlledieure Absicherung gegen Wec
selkursschwankungen. Die gemeinsame europSische WShrung wird
das Klima fYr Investitionen und BehSftigung auch beuns in
Deutschland und in Eapa nachhaltig verbess€@nHelmut Kohl,
Bundeskanzler2.04.1998.

Similarly, the claim of convergence among the member stategpported by thén-
dependeranalysis ofthe European Commission, European Monetary Instigurte
the Bundesbanlusingthe criteria of inflationjnterestrates, budgetary consolidation
and public debt. The EMU is described as Origag@d on the rationahdobjective
arguments.

There are seeral contadictions, which can be noticédthe linkage of Ewo-
pean integration and the EMU promoted by the governmsuatadiscourseThe sg-
nificance of the decision to launch the EMU vadien compared and historically
placed with the eventa the German &the present of German +@nificationQ Helmut
Kohl, Bundeskanzler, 2.04.1998anslation S.M, European (a steforward in the
European unification)and global politics (the most important event sitheecollapse
of communism}hatall have gpositive imagehrough their associatigrwith freedom
and democratization.

ODie  Vewirklichung der EuropSischen  Wirtschafts und
WShrungsunion ign ihren Konsequenzen die deutendste Entsche
dung seit der deutschen Wiedereinigung. Sie ist die figreifendste
VerSnderung auf unserem europSischen Kontinent seit deem-Z
menbruch des kommunistischen Imperiums. Und sie ist zugleich der
wichtigste Meilenstein im eup&ischen Einigursproze§ seit
GrYndung der Mdanunion 1951 und seit GrYndung EeropSischen
Wirtschaftsgemeinschaft im Jahre 1€67Helmut Kohl, Buwn-
deskanzler2.04.1998.

Interestingly, all of these events are political in their natur@ have strongolitical
implications whereaghe same government descrilibe EMU astechnical, apolit
cal, or ideologically neutral

While the German interest in promoting European integration was central for

the governmentadub-discourse, and the EMU is considered as a unique opportunity
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to pushthe integrationprojectforward due tohe symbolism of currency and ité e
fects on identity, the government actually rejected the proposals of the opposition,
which would in fact mean even deeper integration. The former tried to cultivate the
image of the opposition as supporters of a Europegerstate, which would elim

nate the distinctive features of the German political sysienhis contextthe notion

of subsidiarityis regularly used as a democratic principle of preserthegliversity

and closeness of political decisions to the peolplis opposed to the centralistia-E
ropean community@lemanded by the oppositiO This discursive frame makes the
government gpear as grotecta of the German social policies establislaedording

to high standardsf thesocial market economy and tariff autonomy.

On der EuropSischen Unigtehen wir erst am Anfang eingszialen
Dialogs, in den difarifpartner eingebunden sinh Deutschlanda-
ben wir bereits eine lange und gute Ttadi der Partnerschaft
zwischen Politik, Arbeitgebern und GewerkschaftenDieses
Miteinander erm&glicht essich auf gemeinsame Ziele zu verstSndigen,
ohne da8&die notwendige streitigduseinandersetzung um densbe
seren Weg dabenterbunden wird. Damit ist auche Selbstverpflib-
tung alle Beteiligtenverbunden, ihren eigenen, ihreonkreten Be
trag zur Verwirkichung der Ziele zu leisterAuf der Ebene der i
ropSischen Union mYssevir diese Art der Partnerschadrst noch
entwickeln und ausbauéHelmut Kohl,Bundeskanzler, 1211997

The governmental discourse has its heroes and villains: courageous, true to the
principles, ad strategic visionaries compete wihxious and opportunistic oppos
tion. Conveyingthe positive image ofthe Germarre-unification and European it
gration asthe one assodied with freedom and piec&ohl instantly creates a neg
tive image of anyone who &gairst the EMU The latter arelescribed asegresive,
the samegroupswho resisted th&erman unification. Althougthe opposition crit
cized thecontent not the idea of EMUkself, the governmenpresentghe opposition
as generally being against the EM&lch a strateggrovidesa frameworkin orderto
escape the necessto actually give answers the criticism of content

Nevertheless, the government briefly mentioned the points of criticism by the
oppositionbeconomic welfare, social securigndnecessity tancreaseemployment
in Germany and Eurog®as only being possible within the frameworkiloé Europe-
an unificaion thatwould be deepened through the EMU.

OHinter uns liegt die Epbe des kalten Krieges und der Konfrontation;
vor uns Sffnet sich eineaue €ra mit neuen MsSglichkegn, aber eben
auch mit neuen politischen, sozialen, wirtschaftlichen und auch
Skologischen Aufgaben. FYr viele dieser Aufgaben ist der Nationa
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staat zu klein. Nur wer bereit iSpuverSnitSt zu teilen,w@nt Hard-
lungsfShigkeitDas bedeutet fYms: Wir brauchen ein modernesslei
tungsstarkes Europa der BYrgernn Maastricht wurde der Euro lse
chlossen, eine sttegische Weichenstellung, rdé sich Europa im
Zeitalter der Globalisierung eupten kan@ Klaus Kinkel, Bundes-
minister des AuswSrtém,11.12.1997.

This type of argumentation attachie future social security, welfare, and enyplo
ment to the EMUalthough none of these policy areas have been directly included in
the project of the EMUSo0, while the opposition argued for a certaiegree of Ewo-

pean harmonization in the fields of social protection and employment, the government
claimed thathe German social protection and employment woulgtmected under
European integration. Therefore, the government tledame notions as pgsition

but connected them to the European integration rather than the EMUAts®ifding

to the governmenta directharmonization woulchot be realistic due to lack of will of
GermanyOs partners to take dherhigh social and environmental standgrdshich
alreadyexist in GermanyIn this context, lie lower standards aednsidered as a
competitive advantage.

(Eine solche Pdik wSre ganz und gar unresiisch, um nicht zu
sagen unehrlich, weil wir genau wissen, da8 in Europa niemand bereit
wSe, sich jetzt beispielsweiseifaunsere hohen Sozialind Unwelt-
standards einzulassen. Schlie§lich wYrde das fYr unsere Partner bede
ten, zugunsten Deutschlands auf eigene Wettbewerbsvorteilerzu ve
zichten.Eine solche Politik ist auch deswegen gefShyhveil nur eine
Harmonisierung auf einem niedrigeren Niveau zustande ®Sme
Helmut Kohl,Bundeskanzler2.04.1998.

According to the governmental discourse, harmonization demanded by the opposition
is not necessary in order to preserve Hetels of employment in Germany because
elimination ofthe exchange ratewill createemploymentby itself through reduction

of the risks foithe German exports.

5.3.2. Governmental sutiscairse Schrsder government

By the end of 1998the sociatldemocatic and green coalition government led
by Gerhard SchrSder substitutdtetconservativéiberal one Although by that time
the debate othe EMU hadpassedts peak the debatdasnot beenfinishedyet. The
new governmenattempted to shift the focus growth and employment as well as
democracywithin the EMU It must be mentioned that the new government was also
in favour ofthe price stability and budgetary consolidatiofet, it also pursued the

goal ofexterding the exsting stability policy with é&uropean employment policy.
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er Euro, von dem ich efjangs geredet habe, hsginen ersten
HSrteest auf den MSrkten bestandeBeine Akzeptanz in der
Bevslkerung nimmt zu. Abewenn wir diesen Trend halten wollen,
mYssen wiuns darYber im klarersein dag§ unsere StabilitStsind
Konsolidierungsanstrengungen, die auch in Zukunft oAbstriche
nstig sein werden, nur dann die UnterstYtzung der BYrgerinnen und
BYrger finden, wenn wir sie durch eine wirksame Koordinierung der
Wirtschafts, Finanz und Sozialpolitik in Europa ergSnzédas ist die
Aufgabe, die in der nSchsten Zeit vor uns li&h StabilitStspakt
ohne BeschSftigungspakiussauf Dauer wirkungslobleiben. Wir
mYssen diesen BehSftigungspakt genauso ernst nehmen, wie wir
auch weiterhin die Verabredungen zur StabilitStsorientierung ernst
nehmerwardenOGerhad SchriderBundeskanzler]0.12.1998.

It was repeatedly statethat the EMU must have a purpose of growth and eyaplo
ment, aswith the EMU the employment problem can only be solved on the Eudrop
an level.Therefore stronger economiend saial policy coordination would be ne
essary This coordination should be accompaniedthg inclusion of social partners
and stronger accountabiliof the ECB towardsthe European Parliament.

Dabei entspricht egntwickelter und guter europSischer Triadit
demokratisch verfa8terdsellschaften auch deshalb steht dielarin-,

da§ zum Beispiel di€uropSische Zentralbk ihre in voller Sa-
verSnitSt gfaSten geldpolitischen Entscheidungen regeImS§|g dem
EuropSischen Parlamedéarlegenwird. Was spricht dagege@%Ge-

hard Shrsder, Bundeskanzlet0.11.1998.

Therefore, the new government was determined to bring in a few naedific
tions in the overall funaining of the EMU, which was reflected in its discourse.
However, the negotiation process on the EMU hhdady been closed, makirig
harder for the SchrSder government to intervesith amendmentsThis government
re-shaped the discourse on the EMU rhaim two aspects: first, the inclusion and
Europeanization of the collective bargainipgbcess and labour market instiibuns
and second, the necessity to reform the SGP where the specific circumstances of the
member statesO debt should be redafdesecircumstancesvould have toinclude
investment in the future growth, consequences of the Germamifieation, andthe
German contributions to the EU budget.

To sum up, whe the discourse on the EMUid not changed radicallin
Germanyduring thisperiod its focus slightly shifted towards the employment issues.
The problem of unemployment and the question of how to reach the possibly highest
levels of employnentis a different discourse, but this discouiseelated to the di
course on the EMU dauto theink with economic growth.
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5.3.3. Parliamentary subiscourse:the CDU/CSU,the FDP, the SPD, the BYndnis
90/die GrYnepandthePDS

The governmentakubdiscourse isusuallyaccompanied by the commuaic
tions of the parliamentary parties, whickither support or opposéehe governmental
subdiscourse. When th€DU/CSU andthe FDP were in a governing coalitioithe
representatives of these parties supported the governmentdiksabrse, underlining
the importance of European integration #mel eonomic benefits of the EMU fahe
German economylhe mainconcernsn this casewere the stability of the new cu
rency and respect for the prinkgpof subsidiarity, whichis supposedo protectthe
social market economy atlde tariff autonomy.

Ohre Frage,ob man BeschS§ungspolitik zu Hause oder @erswo
macht, ist gar nicht so wichtig. Entscheidend ist das Grun@retsts
von sozialer Marktwigchaft und Tarifautonomie und ob man dazu ja
oder nein sagt. Sie glhen darin sind Sie wahrschigh in den
Gesprghen mit Herrn Jospin sogardt8rkt worden, da§ der Staat
durch msglichst viel Regulierung msglichst viel erreichen kSnne. Wir
glauben das nichsondern wir glauben das Geggih Wir sind vom
Gegenteil Yberzeugt. Wir haben Tarifatonomie, und das ist gut so.
Also dYrfen wir die Verantwortung fYr den Arbeitsmarkt nicht in erster
Linie bei der Politik suchen, weil dann die Tarifpartner aus ihrer
Verantwortung entlassen werden und falsche Entscheidungen @effen
Wolfgang SchSubleCDU/CSU) 2.04.1998.

Concerning the two biggest oppositional partids SPD andthe BYndnis
90/die GrYnerboth parties supported the idea of monetary integratiorgdmit party
had a slightly different emphasis criticizing the project presented by theven-
ment. In the parliament only the PDS actually opposed the EMahd the German
membership in it. For this reasdhe PDS subdiscourse played rather marginal role
and is not considerad depth here.

While agreeing with the government on the importance of Europeanantegr
tion andon the necessity to ensutiee stability of the new currency, the SPD oppos
tion pregnted monetary integration as argentnecessityunderthe conditionsof
globalization.

ie Entscheidngen der amerikanischen Nabamk beeinflussen
weltweit das jeweilige Zinsniveau und haben Auswirkungen auf die
ArbeitsplStze in &n europSischen h8ern. Schnelle Spak
lationsbevegungen und Wechselkursschwankungen fYhrenezluat

von ArbeitsplStzen inlaunseren Staaten. Unternehmen sp ¥hth-
selkursverSnderungen undh®ankungen innerhalb wenigdrage.
Nach SchStzungen derngthaftswissenschaftlichen Instie sind auf
diese At und Weise allein in Deutskand 250 000 ArbeitdStze ve
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lorengegangen. Darum halten witas Projekt einer europSischen
Wirtschafts und WShrungsunion wirtschaftlich und politisch fYndri
gend notwenigO Heidemarie WieczoreKeul (SPD) 15.05.1997.

It was argued that monetary uniorcould potentially protect themember states from

the negative effects of globalizati@nd give them more independence in shaping
their economic and social policies. Also, the benefits of the EMU for enterprises and
exporters were present in the discoutéewever, wo central concerndominatedn

the communicatiosiof the SPD representativegrowth and employment. The oppos

tion saw the danger of European economies growing apart in a situation where growth
and employment policies were absent on the E@nopgenda.

Nun will ich von unserer Seite ein Risiko deutlich machen: Es geht
nicht um das Risiko der Lohnemitcklung, meine Damen und Herren
das ist leider ein fundamentales Mi§verstSndnis wirtschaftlicher
ZusammenhSnge sondern es geht um das iRis auseinanderdif
erder LohnstYckkostenentwickigen, das wir aus der deutsch
deutschen Vereinigung kennen, das wir Baropa auf Grund der
gro8en EyportYberschYsse daeutschen Volkswirtschaft kean und

das zu eiam wirklichen Problem der EypSishen Gemeinschaft
werden wirdE. Da gibt es etwas, was wir Deutsche wissen miissen: Es

ist nicht gut - nun komme ich wieder auf die Thmen
Standortwebewerb und Kostensenkungsveatf zu sprechen, wenn
eine Volkswirtschaft zu Lsten der anderestSndigsteigende Expe
tYbeschYsse hat. Der Forderung des StabilitStsgesetzes, unter anderem
auch au8enwirtscifidiches Gleichgaicht anzustreben, lig eine tiefe
okonomische Einsicht zugrunde, die in den letzten Jahren mehr und
mehr verlorengegangen @tOskar Lafontaine, MinisterprSsident
(Saarland)2.04.1998.

It was claimed thatmonetary integration would change the circumstancethéa-
bour markets, whereas monetary policy was presented as a substantiathmetof
ployment policy.

QVer dieUnabhSngigkeit der Zentralbank ins Feld fYhrt und wer um
die Bedeutung der Geldpolitik wei§, der kann sich doch angesichts der
Tatsache, da§ die Geldpolitik jetzt europSisiert wird, nicht methr hi
stellen und sagen: BeschSftigungspolitiechen wir zu lduse. Nein,

ein ganz wichtiger Abschnitt dereBchSftigungspolitik, nSmlicttie
Geldpolitik, wird in Zukunft europSisch gestaltet werden. Das ist
tatsSchlich eine gewaltige Ver§erung, und deshalb wird die 8e
chSftigungspolitik mehr und mehr aiopSischer Ebene zu bebren
seirQ OskarLafontaine, MinisterprSside(®aarland)2.04.1998.

The SPD opposition accused the government, unwilling to harmonize the policy areas
related to the monetary policy, of triggering the kind of competition betileen
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member states as the one known fritia private businessj.e., the competition é-

tween enterprises.

Qch mochte einen wichtigen Punkt aufgreifen: die Steuerharmonisier-

ung. Es isteinfach falsch, in einen Steuersenkungswettlauf zwischen

den europSischen Staaten einzutretérLisen Sie sich von dem
Konzept, das maet, Staaten konkurrierten reinander wie Betriebe.
Erkennen Sie, da§ wir eine Harmonisierung des europSischen-Steue
systems brauchen. Im Grunde genommen miifite sie langst durch-
gefiihrt sein, damit die europdische Wihrung funktionieren kannQ Os-

kar Lafontaine MinisterprSsidentSaarland)2.04.1998.

Concerning the demand of harmonization, the SPD opposition pointethat it

would not be about all the other European states taking over the higher German

standards, but rather agreemgthe Europeamminimal standards.

For the BYndnis 90/die GrYnéine goal of deeper integration and more sove

eignty transfer wa®f central importancelhe members of this partgrgued in favour

of the transfer of more competences on the EU level, including the employmient pol

cy.

OWr miissen doch eine gemeinsame politische Anstrengung machen,
um endlich von digen 18 Millionen Arlitdosen in Europa herurnte
zukommen.Wenn sich die Wahrungsunion fiir die Menschen nur als

eine kalte Veranstaltung der Mairkte, als eine kalte geldpolitische
Veranstaltung darstellen wird, fiir die die Mehrheit die Zeche in Form

von Drohung von Arbeitsloskgit oder realer Arbeitslosigkeit z&m
mu§, dann wird dieses Projekt scheitern; und es darf nicht scliitern
Josph Fische(BYndnis 90/Die G¥nen) 2.04.1998.

The necessity of the future European currency to be stable was recognized, but

the represdatives of the party argued for a more relaxed interpretation of the-Maa

tricht criteria and for the inclusion of as many member stg®ssible

ie fiskalischen Kriterien Neuvechuldung undiesamtverschuldung
sind 6konomisch aber sehr viel wenigeiussagefahig. Sie wurden
schlicht aus dem Durchschnitt der damaligen Verschuldungsve
héltnisse gebildet. Sie sind genau deswegen mit Bedacht relativ offen
formuliert woden. Ausgerechnet durch eliForderung nach rstter
Einhaltung dieser Verschuldunggkrien versuchen deutsche Politike
und deutsche Okonomen, unerwiinschte EU-Linder von der
Wihrungsunion fernzuhalten. Die strild Einhaltung der Verschu
dungkriterien entspricht weder den Buchstaben noch dem Geist des
Maastrichter Vertrages. Der Masdchter Vertrag zielt auf europdische
Integration und nicht auf ein Kerneurofdaiese Bundesrepublik hat
den Vertrag volkerrechtlich verbindlich unterschrieben. Wer jetzt auf
die Null hinter dem Kommachielt, stellt sich der euséischen Ing-
gration in den WegO. Kstin Heyne (Biindnis 90/Die Giinen)
15.05.1997.
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5.3.4.Subdiscourse offte Bundesbank

Since the beginning ahe 1990s,the position of theBundesbank evolved
from a sceptical to moderateyhich canalsobe traced irthe public statements of its
representativieas well as official documentjch aghe $atement on convergence in
the EU.By 1998,someadvantages of the common currenggrefinally recoqized.
However,the central issue for thBundesbankemainedo bethe necessity ot cer-
tain degree of convergence among the member statslerfor the projectof the
new currencyto be successfull

Crber diese Grundsatzaussage zur Bedeutung einer uN&hmion
und zu den damit vbundenen Konsequenzen hinaus wurddi@ser
Stelungnahme neben den instituiglen Vaaussetzungen fiir eine
gemeirschaftliche Geldpolitik auch die zentrdedeutung der stalpil
tatspolitischen Konvergenz vor Eintritt in  die Endstufe der
WShrungsunion unterstrichenE
E Die Bundesbank habmit von Anfang an darauf hinggesen, dag
an die KonvergermmYfung strege Anforderungen gestellt velem
mYssen, um der WShrungsunion sBmdsfestigkeit zu verleihén
Deutsche Bundesbank, Monatsbericht April 1998.

According to the Bundesbanke conergence must be expressedhe elm-
ination of inflation, convergence othe price levelsteduction ofthe budgetary def
cits to susinable levels, andonvergence ofhe interest rates fothe governmental
bonds orthe financial markets. The institutiopointed outhe needof structural e-
forms and financial discipline. The Bundesbank emphasizedhthaonvergence can
only be sustainable if both the central bank and the EMU generally are politically e
bedded. For instance, this is how the presidérih® Bundesbank Hans Tietmeyer
described the embdddness of the Bundesbank1997:

OThe Bundesbank is independent, but it is not a state within a state: it

was created by the legislative authority and is bound by its legally d
fined mandate; from thbeginning it took on itself the obligation to

publicly present and give reasons for its policies; and it has a task to

consult the federal government on significant issues related te-mon
tary policy. But the competence to make a decision here cleetly b
longs to the domain of politicsO Symposion Wit der Sozialen
Marktwirtschaft in das 21. Jahrhundert@ns TietmeyerPresident of
the Bundesbanid,2.021997.

In fact, theBundesbank constantgmphasizedhe connection betwedhe economic
and monetary paly Din order to make monetary policy successtiukre should be

certain reforms ithe economic policies of the member states.

Qetztlich wird die WShrungsunion um so besser gelingen, je flexibler

die GYter, Finanz und ArbeitsmSrkte sind. Und sieferdert Yberall
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eine Wirtschaftspolitik, die mit dem Ziel der PreisstabilitSt in Einklang
steh© Deutsche Bundesbank, Monatsbericht April 1998.

Although known for its ordoliberal approach, tBendesbank referred tamployment
as an important criterion irisi statement othe EMU. Nevertheless, the budgetary
criteria were obviously a priority for this institution.

Oln der die nationalstaatlichen Grenzen Ybergreifenden
WShrungsunion k3nnen immer wieder Divergenaaftreten, auf die

es mit nationalen Mau8nahmen der WirtschaflSnanz und Sor
alpolitik, nicht aber mit der unionsweit einheitlichen Geldpolitik zu
reagieren gilt. So kSnnte eine in den einzelnen Mitgliedstaatem- unte
schiedlich hohe Arbeitslosigkeiire betrSchtliche Belastung fYr die
WShrungsunion werden. Dem steht jedoch auf der anderen Seite die
Chance gegenYber, da§ die WShrungsunion ISngerfristig die Be
ingungen fYmehr BeschSftigung verbes€iDeutsche Bundesbank,
Monatsbericht Aprill998.

5.3.5.The German tradenion association: Deutsche Gewerkschaftsbund (DGB)
Trade unions generally favoured the EMU and recognized the opportunity it

could offer for the German exportfegardingthe umbrella organisation dhe Ger-

man trade unionsthere were four central topicemployment policy, the issue of

harmonization otthe social and ecologic standardsjegtioning of austerity, and a

demand ofinclusion of social partners ahe Eurgpean level. In the DGBOs stat

ments the problem was desbed asshapening of competition througtine EMU. It

was argued thathe monetary integration hapotential tobring gainsin welfare,

which is currently endangered bylobalization; however,the distribution of those

gains depends ahe overallregulatory conditions.

ODie wirtschaftsund WShrungsunion (und der Binnenmarkt) fYhren
zu Wohlstandsgewinnen. Die personelle und regionale Verteilung der
Wohlistandsgewinne sowie die BeschSftigungswirkungen hSngen
entscheidend von den politischen Rahnestibgungen abO. ®e
erkschaftliche Thesen zur europSischen Wirtschaifts WShrungsu

ion, 1997.

Thereforgin order to strengthetine growth and secure employmeatithera Europe-

an employment policgr at least close coordinationf the member stat€employ-
ment policies museémergeln fact, he DGBclaimed thathe EMU requireddefini-
tion of theemployment polty on the European level with the inclusion of all relevant
actors.

OOhne die strukturellen Ursachen der Arbeitslosigkeit verniedlichen zu
wollen, entscheidend fYr eine aktive BeschSftigungspolitik, sind
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wirtschaftliches Wachstum und verbesserte Rahmenbedingungen.
Diese kSnnen nur bei besserem Zusammenwirken und aktiger B
teiligung der fYr Geld Fiskat und Lohnpolitik verantwortlichen &

teure geschaffen werden. Mit der WShrungsunion in Europa und der
Schaffung der EuropSischen Zentralbank, "kann dieser Abstigimun
sprozess nicht mehr nur auf nationaler Ebene stattfindenHemz
Putzhammer@GB, Pressemitteilung 117,061999

Also, it wasemphasizedhat the tariff policy muste coadinated on the Hopean
level. The DGB insistedon including the basic righon the freedom ofransborder
coalition anda socialprotocol in tlke Treaty.

QUm einer ruindsen Konkurrenz um soziale Standards in Europa
entgegenzuwirken mY8&ten Arbeitnehmerrechte abgesichert und soziale
Mindeststandards durchgesetzt werden. Soziale Grundrechte, die zum
Kernbestand europSischer Werte gehdrwie Schutz vor Diskriin
nierung, Koalitionsfreiheit und Recht auf grenzYberschreitende
Tarifverhandlungen sowie Unterrichtung, AnhSrung und Mitwirkung
der Arbeitnehmer und ihrer Interessenvertretung mY8ten europaweit
garantiertverdenO. DGBPressemitteilund03, 27.051997.

The DGB representatives rejectadsterity as a solution for tlemployment
problem, describing s Oexaggerated@d anGexcuse for governmend pursueun-
fair redstribution policyO (DGB, PM 065, 25.03.199@&nslatim S.M). The orgai
sationalso warned against the strict interpretation of the Maastricht criteria aed, esp
cially, the delay of the EMU, as it would result in an upgrade of thdaik. That
happening would have devastating consequencethéoemployment anéhternal
market.

According to the DGB, ot only the labour market and structural policies
should be embedded ihe growth policybut alscan agreement on tisecial and eo-
logic stan@rds should be achievaatevening the race to theottom.

Qzur besseren BewSltigung des sich verschSrfenden Wettbewerbs fo
dere der DGB ein Aktionsprogramm zur Verbesserung der qualitativen
Standortbedingungen mit den Schwerpunkten Qualifizierung, &nov
tion und Umweltschutz sowie gezielte Hilfen fYr Riiund Had-
werksunternehmen, das im Rahmen eines neuen BYndnisses fYr Arbeit
unter Beteiligung der Sozialpartner und BundesiSnder mit konkreten
Verpflichtungen fYr die Beteiligten festgelegt werden sollte. Zur
BekSmpfung unfairer Wettbewerbsbedingungen tery8auf e-
ropSischer Ebene darYber hinaus die notwendigen sozialen und
Skologischen Mindeststandards gesetzlich fixiert werdele Gav-
erkschaften werden ihre Tarifpolitik, zum Beispiel bei Forderungen
und Laufzeiten, europSisch koordini€®eNGB, Pressmitteilung 092,
7.051998
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5.3.6. The German employersO association: Bundesvereinigung der Deutschen A
beitgeberverbSnde (BDA)

While emphasizinghe economic advantages of the EMU for Germahg
BDA expressed itstrongsupport forthe monetary integration.

ODie Vollendung der Wirtschaftand WShrungsunion war auch fYr
die deutsche Wirtschaft von Anfang an ein Ziel, fYr das wir kSmpften.
Wir haben uns in den letzten Jahren besonders stark fYr di@-termi
gerechte EinfYhrung des Euetngesetzt. Denn erst jetzt kSnnen wir
ale Vorteile des Binnenmarktes ausschopfen.O Dieter Hodt, Arbeit-
geberpiisident 10.02.1999.

According to the BDA, lie new European financial market would offer great
opportunities for enterises. Especiallythe small and medium enterprisesuld
prafit from thecommon currencyBut in order for the potential of the monetary union
to befully realized reforms that would guarantéd®ee convergence amotige member
state® economies atite price stabilityare cucial

er Euro stellt uns auch lingerfristige Aufgaben, die wir meistern
miissen. Nach der Konvergenz von Maastricht brauchen wir nunee
fortgesetzte Konvergenz deknstrengungen. Der Abbau der INe
verschuldung und der Gesamtverschuldung wanekeinmalige An-
strergung, um den Euro zu bekommen und dann die Ziigel wieder
schleifen zu lasen, sondern ist eine Dauergaibe zur Erreichung de
gemeinsamen Ziels: Die Prestsbilitat in der Euro-ZonelO Dieter
Hundt, Arbeitgebergisident, 10.02.1999.

Moreover, he BDA constantly emphasized that thew common currency
shouldbe based on the market principleBhe ordoliberal discourse of the gomer
ment providedfavourable conditiongor the employersO organization to promote its
interestan promotingthe labour market liberalizatiorthe president of the BDA D
eter Hundt demanded wage restraint, referring to the increased responsibility of the
wage policies for the competitiveness of the region. Flexibilization of the labaur ma
ket and wage restraint \wwre presentedsthe two crucial policyoptions that would
lead tomore employment.

Finally, according to the BDA, tax and financial policies, as well aslsacd
employment policiesnustremain a national responsibilitfhe reference to the pri
ciple of subsidiarityvasused insupportof this logic

ODiese Erkenntnisse sind nicht newir wissen, gerade aus unserer
fSderalen Tradition, da8 problemnahe k8ngen am besten auvé-
gionaler Ebene gefunden werdddnsere guten Erfahrungen damit
konrten wir auch auf europSischer Ebene einbringen. Deshalb gibt es
den SubsidiaritStsartikel im Maastrichter Vertraind deshalb hat
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eben deser Vertrag auch nur die Geldpolitik supranationalisiert und
nur eine neue Institution geschaffen, nSmligh ElilopSische Zentra
bank. Fnanz und Lohnpolitik bleiben laut EX¥ertrag n nationger
Verantwortung, dran mu8 man immer wieder emgrn. Denn den
monetren Standard kann man vetsitlichen, nicht aér die regio-

ale Fiskalpolitik. Die Vorstellung Ma8namen und Mittelve-
wendungen eizelner Regierungen zentral vorzugeben ist geradezu a
surd, wenn man sich die Vielfalt der europSischen Staaten und ihrer
Gesellschaften vor Augen hilt.O Dieter Hundt, Arbeitgebeigident,
10.02.1999.

5.3.7. Summarizing thaiscourse analysis

Theentireelite discourse irGermanybetween the years 1997 and 2@ad be
divided into the dominating and marginal stdiscourses.Powerful actors, includg
the governmenthe parliamentary oppositigras well as the employee andsimess
associationgepresentedhe dominating discoursén the parliament, onlpnerela-
tively smallparty,the Partei des Demokratischen SozialisniBBS), representedhe
margnal discourse. Withirthe dominating discoursall parties agres on thepos-
tive aspectand necessity of the monetary integratin the EU. Also, the represant
tives of the dominating discourse shared the idea that the stability of the new currency
mustbe guaranteed

Neverthelss, it would not be faito claim that the domating digoursein
this periodwashomogeneous. In the case aér@any betweetheyears 0f1997 and
2000, two discourse coalitions can be identified. | will refer to thetheasrdoliberal
discourse coalition, which included the Kohl governmémt, CDU/CSU, the FDP,
the Bundesbankand the BDA; and the social democraticoalition, including the
SPD the government of Schrédeahe BYndnis 90/ die GrYners well ashe DGB.

The nodal points of thidiscourse weré¢he aspects concerning employment
policy, economic policy, European unification, austerity, convergence, harrtioniza
in other policy fieldsta@xation and social polig¢ystability of the new currency, save
eignty transfer versus subsidiarigndthe democratic aspectst further integréon.
The framing ofthe discourseby the two discourse coalitions divergen all nodal
points with the exception of the European integration and the general support for the
EMU. Yet itis crucial thaneither thebasic assumptionsaadhe EMU that were itno-
ducedby the ordoliberal coalition nor the overall agenda of the Kohl government
concering the EMUwere generally questioned or challenged bystheal democia
ic coalition. The latter rather attempted to extend the agenda, bringing in new points,
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which would, according to thesetars, improve and correthe overall functioning

of the EMU. Such a constellation strengthenedatfiliberalsubdiscourse and g+
nificantly contributed to the image of certain assumptions and features of the EMU as
beingimpartial, universally right.

Coneerning the groups of populatioepresented by the discourse coalitions,
actors acrosshe discourse coalitions mentied interest ofthe German exporters,
who wouldbenefit from the EMU. The actors of tbbedoliberalcoalition claimedto
promotethe interesof businessgmalland medium enterprisegjut the government
led by Kohlalso claimedo represent the interest of people wstlvings and small
income. Thesocial democraticoalition argued in the interest of labour.

The main issues dhediscursive catestation include thissue ofclosere-
nomic and social policy coordiniain, introduction of somelements of employment
policy at the European levehnd a Europeanganda for growth, as well applica-
tion of the convergence criteria and the SGkh important difference between the
coalitionswas the expressed wish to extend the economic part of the EMU with the
issues oemployment. In this contexit was made clear that there were no intentions
to breakwith the subsidarity principle but rather to institutionalize tleeossborder
representation of labour, minimal social standaadgsl an enployment criteria in the
similar mannerasthe Stability and Growth Pact providedmecriteria for the bud-
etary policiesThese demands of tlsecial democratisub-discourse were rejected by
the ordoliberalgoverning coalition with the argument of noanformity withthe ex-
isting European legal provisions (subsidiarity) and lack of wilthefother goem-
ments to agree on this topic. The demandee often framed by the ordoliberal deal
tion as a quest faa centralizedEuropeansuperstateln this cag, a European norm
that was once decided pne-determins the content of the future agenda. In faat; E
ropean integration itself represents an exampkestéw and gradual transfer ofroe
petences otthe supranational level based on negotiations and eafca consensus.
Therefore, wat does or does not correspdodubsidiarity is often not obvious and
not universal. Since the Treaty on the European Community of Coal and Steel in
1951, the provisions were fundamait re-considered nine times, provirghigh ce-
gree of volatility of the European basic léwat isincomparable witltherather stable
character of the Constitutions of the EU member states.

Which conclusions cabe drawn fromthe democratic perspective regarding
this period of analysis€ertainly some degree of contestatiorihadiscourse can be
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identified as in fact different visions of the EMU have bgeasentedThe analysis
showed some signs of confliethich isrooted inthevalues and identities of different
actors and manifesd in their policy definitions and preferenc¥gt this conflict is
notclearlyrecognizablen the discourséecause thera general consensu&s onthe
participation of the country in European integration and some parameterdufitee
EMU.

However the consensus on the EMU was not compkete the strengthening
of the ordoliberaldiscourse against its alternatives has political and democratic co
sequencegontrdling the agenda, therdoliberalcoalition did not prove to be cpe
erative or have an intention teodify its position inthe course ofdeliberationIn fact,
an in depth discussion tfe proposals put forward liyre socialdemocratialiscourse
coalition did not take placéloreover, when the government chadgafter eletions,
the newgovernment changed tloedoliberalfocus ofthediscoursebut had little room
to manoeuvre in terms of policy changad its policy preference could not lye-i
plemented fully.Finally, both the evolving context of governance and discourse
proved to wealen theposition of labour. While its preferences were present in the
domestic discourse, these preferences were completely excluded in the final results of
the decisionmaking without the dynamic discoursanalysisto show any signs of
consensus or compromise.

Although thedominatingdiscoursan Germany of that periodad a clear &
ropean dimension, it still preserved focustbanational interest and benefitdow-
ever, he OnationalO intergge®ntedduring the negotiations on tiguropean level
did not express eonsensusa domestic modgbr aresult of the popular vote. In fact,
apolicy preferencef theordoliberaldiscourse coalitiomecamehe hationaDinter-
est.The fact that one of the maattorsin the negotiations of the EMbn the Euo-

pean levepromoteda policy prefeence implieexclusbn.
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Table 4: Discourse on the EMU in Germany, 1997-2000
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5.4. The dite discourse on the EMU in Germany between the years 2010 and
2015 the social democraticopposition andre-established convergence towards
the ordoliberal discourse

The second idcursiveperiod examinedin this chaptercoveredtwo coalition
government® the CDU/CSU and the FDP coalition government of Angela Merkel
(October 2009 December 2013), followely the CDU/CSU and the SPD coalition
government of Angela Merkel (from December 2013).

5.4.1. Governmental sutiscourse: Merkel government II

The coalition government formed by ti@DU/CSU andhe FDPwas in paov-
er from Octoberof 2009 until Decembeof 2013. The communications dhe chan-
cellor Angela Merkel (CDU), the Federal Minister of Financ&/olfgang SchSuble
(CDU), as well asthe vice chancellor anthe minister of Foreign AffairsGuido
Westerwellg(FDP) are regardeasrepresentative for thgovemmental sultliscourse
on the EMU. As this sulliscourse experienced certain changes over time, it ishece
sary to describe it in phases. In my opinion, three phases can be identified through this
period: the first phase, from 2010 until r#@12; the secahphase, from 2012 until
the end of 2013; and the third phase, which starts with the new coalition government
in 2013. These phases are not solid, meaning that they do not represent aadpeginni
and an end of a certain dissive framework. As there is a@tg continuity through
the whole period from 2010 until 26, the phases are rather fl@add are meant to
emphasizehe dominance or loss of significance of certain discursive elements. Thus,
both elements of continuity and dynamic will be describedvielo

Starting with thoselementswhich werecontinuously present in the gower
mental subdiscourse, the proclaimed goal must be mentioned first. According to the
governmentbsub-discourse, the main goal wasachievethe stability culture in the
European Uniorbecause this stabilitwould be the keyo a strongecompetitiveness.

The measures of budgetary consolidation stnactural reforms werpromotedas the
mainpolicy tools to establish the stability culture.

The interpretation of crisis and itsasons correspoadto this logic. It is @-
scribed ascaused bythe lack of competitivenesef some member statesd large
public debt due tdunsoun®fiscal policies The narrative Otoo many states lived
above their meansO wapeatedn numerouscommunications bythe government
(for example Merkel, 19.05.2010; Scife 14.09.201ltranslation S.M. Therefore,
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the crisis was described as state debt crisis that waaused by misbehaviour and
lack ofthe strategicvisionin somemember states. @sequently, the solution offered
by the governmental suthscourse wadvased on austerity measures and structural
reforms in those member stategiich must aim aDconvincingO or Owinning back
the trustO dahefinancial market actors.

(Das ist zum Erste die Schuldenkrise in einigen Staaten, also die
YbermS8ige Staatsverschuldung auch durch die Konjuniturpr
gramme, die in der Krise sichtbar geworden ist, aber im Grunde auch
schon vorher angelegt war Angela Merkel, Bundeskanzlerin,
17.11.2011.

QVir haben es mit einer Staatsschuldenkrise zu tun. Die Schulde
stSnde einzelner Eutaaten sind zu hoch. Die FinanzmSrkte haben
infrage gestellt, ob diese Schuldenberge jenwélsder abgetragen
werden kSmen. Aus der Staatsschuldenkrise ist saime Vetraua-
skrise geworden. UmVertrauen zurYckzugewinnen, myYssen wir
Yberzeugend darlegen, dass der BRaiam kYnftig ein Ort dauerhafter
finanzieller StabilitSt sein wifd Guido WesterwelleBundesminister
des Ausv@tigen,11.05.2012.

Growth and emplayent wereconsidered to benaexclusivelynational competence.
They would both be achieved through theasureghat increaséhe competitiveness.

The ordolibeal view on economic policy, includinigs focus on the sound-f
nance,was often illustrated bythe sucessful example of Germany. In this caide
antagonistic imagef good and bad was created by tiescription of Germany as a
Ogrowth egineO an@®anchor oftabilityOwhere thepolitics Odid its homeworkO; and
the other®irresponsible, living wstefully, Oabove their meansO.

Qunsere Position in Europa ist gestSrkt. Wir treten nicht arrogant auf.
Aber als Wachstumslokomotive und StabilitStsanker zugleich- Ybe
nimmt Deutschland eine Vorbildfunktion fYr die kYnftige Ausdesta
tung Europa®. Wolfgang SchSuble,Bundesminister der Finanzen,
14.092011

GGriechenland kommt nicht an harter Konsolidierung vorbei. Das Land
hat jahrelang Yber seine VerhSltnisse g@leiMolfgang SchSuble,
Bundesminister der Finanzet%.092011

Corsequently, the German mddeas offered as patern to be followed, anthere-

fore the convergence on the European level should happen towards this maeel. Al
hough the advantages of the Eaame for the German economy wetearly present

in the discourse, the stess of theGerman economy waattributed to the internal
reforms for competitiveness and the ordoliberal policies of the past. Nevertheless, the

government claimedhat all the promotedneasuredor crisis managemenn the



member states werdentified through ambjective OanalysisO, creatargimpression
of neutrality and independent knowledge

Both the ideas oturobonds and transfer union weegected as possible sel
tionsin this subdiscourselt was argued thahey would underminéhe competition
and elimhate the impulse fothe national effortsto reform Here, it is emphasized
that solidarly shouldnot meammutualizdion of risks bufprovision of a longeerm and
in depth solution for the competitiveness problem.

Another two narratives were continuously centrakhe governmental sub
discourse: the principles of Osolidity and solidar{Eyenverantwortung und Sel
daritSO and quid pro qu¢keine Leistung ohne Gegenleistidhg

ie deutsche Politik, die vom Bdestag mit gro§er Mehrheit gatr
gen wird, hat zwei SSulen: erstens die SSule der SolidawiShaben
hier oft Yber die Pakete der SolidaritSt ber@lerweitens die SSule
der Soliditit. Das heil}t, es geht darum, dass wir nicht wieder in eine
solche Krise kommen, und auch darum, dass wir strukturell aus der
Krise herauskommen. Es gibt das beriihmte Wort von den Chancen der
Krise. Diese Chance der Krise wird heute genutzt, indem wir unsere
Wihrung schiitzen und den Léndern, die in Schwierigkeiten geraten
sind, Solidaritit gewéhren, und indem wir gleichzeitig auch die
Grundlage dafiir legen, dass Haushaltsdisziplin nicht nur eingehalten
wird, sondern Verstofe gegen diese auch sanktioniert werden. Das
has8t, dass wir zu einer Stahiliskultur zuriickkehren, wie sie ur-
spriinglich im Vertrag von Maastricht angelegt gesen ist, die aber,
wie wir wissen, in der Praxis, iibrigens auch durch deutsches Zutun in
den Jahren 2004 und 2005, aufgeweicht wlr@aiido Westerwelle,
Bundesminister des Augintigen, 7032012.

3Es gilt weiterhinfiir uns dass SolidaritSiuf eurofscher Ebenand
Eigenverantwortunguf nationaler Ebenelas hei§tassLeistungund
Gegenleistung, untrennbar zusamnedrgenOAngda Merkel, Bun-
deskanzlerin7.072015.

Thesenarratives werapreadn orderto justify the financial assistance ttee indeli-
ed countries. It basically means that solidarity Wwél offeredunderthe condtion of
reforms onlywheneachof the indebted countriesarriesrespasibility for the crisis.
If an indebted member statlees nodemonstratéhereal efforts and deliver signs of
improvement, there will be no financial support from the creditor states.

Concerning the case @reece specifically, it waargued that the assistance
must be compatible witthe European and the German lamd wouldonly be po-
vided based orstrict conditionality As the narratie OGreece must be controlledO was
widespread in the sutliscourse, it can be interpreted that @reek government ca

not really be trusted tonplementthe reforms on its ownt was claimed thatie as-
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terity program bythe Troika would improve the Greek competitiveness in the domain
of economy. Similarly, Greece wasso eyected to implemergeverereforms of its
administration in the domain of politics.

The firstphase

As mentioned above, there are some elements of the governmental sub
discourse which disappeared or logheir significance over the period of analysis.
The first phase of d®ursecovers the periotbetween 2010 and 2012Zhe topic of
importance ofEuropean integratiogenerally represented significant part othe
governmental swdiscourse during these yealswas claimed thathe future of the
country could not be separatedm the Europearfuture where th@reservation othe
common currency plays a major rolgnally, the welfare in Germanwould depend
on the European welfee. While OEurope is currently at crossroads® ceepening of
integration was considerethevitable in order to resolve the crisis(Merkel,
5.05.2010)

The idea of adebt cut andhe participationof private creditors were botire-
sent inthe first phase of thgovernmentabub-discourse. #so, the crisis itself was
interpreted in such a wadiiatthe activitiesof private banksvere made pdly respm-
sible for the situationt wasreferred to primacy of politicaverthefinancial markets
and thereforéhe necessity to regulate the latter.

Qch sage auch in Richtung der Banken: Wenn jemanthserer ®-
sellschaft eine Gegenleistung erbringen muss, dann ist das nicht der

Staat gegeniiber den Banken, sondern dann sind das die Banken

gegenliber dem Staat und damit gegentiber den Menschen in Deutsch-

land. Aus dieser Verantwortung werden wir siehh entlassenDes-
halb werden wir uns mit Nachdruck fiir weitere Regulierungsma8ha
men bei Devaten, Hedgefonds und Leerverkdufen in Europa und

weltweit einsetzen; denn das Primat der Politik gegeniiber den Fi-

nanzmdrkten muss D das ist mein Ziel, dast das Ziel der Bundesr
gierung und sicherlich abcdieses Hohen Haus@swiedehergestellt
werden. Daran miissen wir arbeiten, und dabei werden wir nicht

ruherQ Angela Merkel Bundeskanzlerir.05.2010.

After the adoption ofthe Eurepluspact, which icluded thevoluntary participation
of private creditorsand the agreement on the content of the BasehHIfopic started
to slowly disappear frothe governmentasub-discourseon the EMU

Similarly, somemistakes in the construction of the EMWerepointed out as
the reasons for therisis The drengthening othe economicpart of the EMU (eo-
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nomic union) was demanded, and it was repeated that a political union showtd be cr
ated step by step. From the communicationthefjovernmentepresentatives, iteh
comes clear whaexactlythey meahhere: he economicstability culture should be
achieved through strengthenitige coordination and control ovéne member stat€3
budgetsMoreover, stricter sanctions shoddd introduced in ordeo avoidthe future
violations.While assertinghata monetary union necessarily requires a commeon v
sion of economic policy, the later is almost exclusively described in terms of gompet
tiveness. What is labelled #ise commoneconomic policy here, inatt means the
convergence on the German model of competitiveness.

Some of these claims of the governmental-disbourseraise the issuef
sovereignty, which was also present in the discourse of that period in a vear contr
dictive manner. On one side, Was repeated that the member states are sovereign
above their budgets and budgetary policies.

(‘Nein,v Europa ist kein hierarchisches Gebilde, sondern eine Union.
Die LSnder haben SouverSnitSt Yber ihre nationalen HaGshalje-
la Merkel,Bundeskanzlerin9.112011

On the other side, it was claimed that the connections between the members of the
monetary union are so strong that one can hardly speak about independence anymore.

QWas sich in den letzten Monaten immer deutlicher zeigt: Unsere
Staaten sind m europSischen WShrungsraum wirtschaftlich wie
politisch so miteinander verknYpft, dass man kaum noch von
vollkommen unabhSngigen Entscheidungen sprechenCkamgela
Merkel, Bundeskanzlerir9.112011

It has been claimed both that the control by the @@sion ofthe budgetary drafts
does not shrink sovereignty, and that the Fulus-pact provides bindingegulatiors
in the core of sovereignty.

(Es versteht sich von selbst, dass wdtiirlich darauf achten werden,
dass der Grundsatz der Stabilitét erst einmal eingehalten wird. Deshalb
finde ich die Vorschliage der Kommission, die eine frithzeitige Vorlage
der Haushaltsentwiirfe auch in Briissel vorsehen, richtig; denn das
schriankt nicht die Budgethoheit der tianalen Parlamente ein, gibt der
Europiischen Kommission aber die Moglichkeit, Stellung zu nehmenQ
Angela Merkel Bundeskanzlerin19.05.2010.

ODieser Fiskalvertrag soll dem Deutschen Bundestag in KYrzetzur Ra
ifizierung vorgelegt werden. Damit binden sich nationale Regierungen
und nationaleParlamente in noch nie da gewesener Weise in einem
Kernbereich nationaler SouverShitSt, dem Haushaltsrecht§laAn
Merkel, Bundeskanzlerjr27.02.2012.
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Furthermore,tihas been argued both that subsidiarity and democraitye afember
states must beespectedand that economic policy coordination must cover sensitive
areas such as labor market and tax systems. The governmerdé@curse does not
provide a resolution of these, in my opinion, contradictive statements.

Concerning Greece, it was coastly stated that the credits to Greesre not
only solidarity but also economic reasonir@jability in Greece was importamats it
would otherwise endanger the stability of the Euro zone as a whole. Along with the
goal of esablishing of thestability culture in he EMU mentioned above, there was

goal to protect the euro zone from the dangers of contagion.

The seconghase
The second phase is identifis]dm 2012until the end 02013 whenthe gov-

ernmental subdiscourse focuseéurther onthe competitiveness angromotion of
structural reforms. These two notions becahecornerstone othe governmental
communicationgduring this periodOnce the European unemployment problem, e
pecially the youth uneptoyment, became the foco$ European ele and public d-
bates, the government supported the Oflexible anentiinalO usage of structural
funds forsupport othe small and medium enterprises.

From my point of view, the second phase can be characterized as a transition
phase where certaimotions started tslowly disappear, buthe discourselid not yet
experencea serious transformatioAlso, it must be mentionethat the total volume

of communications on the topic of the EMldcreasech this period

5.4.2.Governmentasub-discourse Merkel government Il and the third phase o$-di
course

With the grand coalition government tife CDU/CSU andthe SPD in De-
cemberof 2013 the discourse evolved furthai/hile the Federal Chancellor Angela
Merkel (CDU) and the Minister of Rance Wolfgang SchSuble (CDU) preserved
their positions in the governmet@igmar Gabriel (SPD) took the positiontbé vice
chancellor as a result gfegrand coalition agreement.

In this period, the main focus of the discussions on the EMU was turned on
Greece.The notion of impulses for gwth appeared, buhe debt cut, requestelly
the Greek governmentjasnow categorically rejectedlhe results of the referendum
in Greece onhte 8" of July 2015 raised the issoédemocratic sovereignty in the EU
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once again. Here, thehancellor Angela Merkel argued that each member stade wa
partly sovereign but share®smmon responsibility with the other member states.

aDie allgemeine Diskuson heute war sehr ernsthaft und auch sehr
klar dahingehend, dass wir auf der einen Seite natYrlich die Ergebnisse
eines Referendums eines Landes respektieren, dass es aber auch 18 a
dere LSnder gibt, in denen auch politische Entscheidungen diskutiert
werden und dass die Entscheidung Yber den Euro eine Entscheidung
von 19 Mitgliedstaaten ist. Das hei8t, wir haben bezYglich des Euro
nicht die SouverSnitSt eines einzelnen Staates, sondern wir haben die
SouverSnitSt von 19 Staaten. Das hei§t, jeder hat ohreiee geteilte
SouverSnitSt, und wir alle haben eine gemeinsame VerantwOrtung
AngelaMerkel,Bundeskanzlerin/.07.2015.

This statement weaaimed at justifying whyhe members of the EMU coukimply

ignore the results dhe Greek referendum. It credtan image of equality among the
member states and fairness of precedure where th&reek government with the
mandate from its people was simply outvoted by the 18 other member states. It seems
like the 18 other member states are homogenous and speak with one voice, which is
highly questionable, taking into consideration ideological aational cleavages
among the member states. Furthermdre,Ghancellorherselfactually a&nowledged

the difference in théasic understandinggithin the Eurezone butarguedthat these
differences are less important than the idea of the European tiaifica

aDie neue Regierung traf Anfang des Jahres auf 18 weitere rRegie
ungen in der EurGruppe, allesamt ebenfalls demokratisch gewShlt,
mit zum Teil v3llig gegensStzlichen Wahlversprechen und politischen
GrundYberzeugungen, aber mit einem gemeinsamentgemMsgen

die politischen Unterschiede auch noch so gro§ sein, wir setzen uns
dafYr ein, dass Griechenland Mitglied der Edome bleiben kann;
denn der Euro ist weit mehr als eine WShrung, er steht wie keine
zweite europSische Entscheidung fYr dilee dr europSischen
Einigung.DafYr, dass Europa eine Schicksalsgemeinschaft ist und sich
als Rechtsund Verantwortungsgemeinschaft Yber Parteigrenzen hi
weg auszeichnet, dafYr steht gerade auch delCEANgela Merkel,
Bundeskanzlerin]7.072015

Finally, the German Chancellor emphasizbdt the European agreente do not d-
pend on elgtons and can only be changéy a unanimousdecisionin the Council
An establishment of aansfer unia and debt cuts would violatee European agee
ments.

d&Zum einen gilt: Pacta sunt servanda. Das hei§t, wenn europSische
VertrSge ihre GYltigkeit verlieren sollen, geschieht das durchreinsti
mig vorgenommene VertragsSnderungen und Ratifizierungsverfahren.
Es geschieht nicht, indem Einzelne aufgrund nationalehlgv diese
VertrSge einfach fYr null und nichtig erkiSren k3nnen; denn wir sind
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eine Rechtsgemeinschaft. Zum anderen braucht Europa die FShigkeit
zum Kompromiss genauso wie der Mensch die Luft zum Atmen; denn
wir sind eine Verantwortungsgemeinschatft. lonkreten Fall heist

das: Enormen Eigenanstrengungen Griechenlands steht eine enorme
europSische SolidaritSt gegen¥bAngela Merkel, Bundeskanzlerin,
17.072015

According to the Chancellor, the new Memoranduogramfor Greece wa not di-
ferent fromthe previous onesexcept thathe volume 6creditis higher as well athe
demand of more reform efforts from the Greek government.

Concerningthe leadership of the SPalter the latter became a coalition tpar
ner in the government, its discoursansfomedwhen comparedo the timeof the
SPD being in thepposition.Now the pressure omé Greek governmerio imple-
mentserious, irdepthreformsbecame centraBut also recognized were the dangers
of a recessionn Greece. These dangers shouldeliminated by gowth impulses
which wouldimprove theeconomicconjuncture. Neughelessthe structural reforms
would have tde implemented before the investmangrowthwould takeplace Al-
so, the political structuresn Greecemust be reformedas hey play the key role in
overcoming the crisisOpposite to hovthe Federal Chancellor describ#te latest
programfor Greece- as basically nothing new Gabriel claimedthat this progranis
not aboutausterity butaboutinvestment. Howeverthe European investmentould
only happenn return for reforms.

aDieses Angebot war gerade vor dem Hintergrund der kritischen
wirtschaftlichen Lage und der schwierigen sozialen Lage in
Griechenland formuliert worden. Es ist qualitativ neu, es zeigt einen
echten Ausweg aus der Krise und es hat RYcksicht genommen auf die
sozialen HSrten. Dabei ging es eben nicht nur um das zweite Pr
gramm, sondern es ging vor allen Dingen auch um das Angebot, was
danach kommen kann, um dauerhaft aus der Krise herauszukommen
dlerdings immer verbunden mit der Voraussetzung, dass die Be
ingungen, die Griechenland selbst fYr das zweite Programm bereits
akzeptiert hatte, auch eingehalten wefdeBigmar Gabriel, Bun-
deswirtschaftsministe9.062015

Thus, Sigmar Gabriel adoptelde notions of solidarity and solig (quid pro quo)
known from the previous phases of the governmentalddsdourse Similarly to the
Chancellor,he ako revealedhe difference, pointing outhat Tsipras government
wanteda different Eurozone.

aDer fundamentale Unterschied zwischen der griechischen Regierung
und allen anderen Mitgliedstaaten der Eurozone besteht aus meiner
Sicht nicht in den Details der Verhandlungeda war man fYr das
zweite Reformprogramm schon dicht beieinandesondern dan,
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dass die griechische Regierung die Bedingungen der Zusammenarbeit
in der Eurozone generell verSndern mschte oder aber mindestens das
Recht haben will, sich nicht an diese Bedingungen halten zu mYssen.
Deshalb, glaube ich, stellt sich die griechischegiBrung sozusagen
gegen Anforderungen an Hilfsprogramme und die dafYr notwendigen
Grundregeln der europSischen Zusammenarbeit im Euroraum. Die
neue griechische Regierung hat die angebotene praktische Hilfe fYr
Griechenland abgelehnt, weil sie politisaman kann, glaube ich, auch
sagen: ideologisch letztlich eine andere Eurozone W@liSigmarGa-

briel, Bundeswirtschaftsministe29.06 2015

5.4.3. Parliamentary subiscour®: the CDU/CSU,the FDP, the SPD, the BYndnis
90/die GrYnepandtheLinke

Thesubdiscourse othe CDU/CSUexpressed in the communicaticarsd va-
ing in the parliament can also be divided in two phases. In the first phase, thesdiscu
sions were concentrated on the chartbaswould benecessary on the European-le
el. In this contek the parliamentarians mainly argued for stricter stability rules and
more control over the member s&ibudgets The main goal then was the stalgiliz
tion of the EMU. Also, the absense of an insolvency procedure for the EMU member
states and of a Europe statistic agency, which would reduce the chance edtuiy
by the member states, was focus. Moreover, similarly to the governmental sub
discourse in its first phase, the regulation of the financial markets was present in the
subdiscourse, showindistrust especially to thectivities of hedgefonds. A transfer
union was explicitly rejected as a solution on the European level. Here, crises have
been defined as mational problentaused by the fact thato® many member states
live above their meags

Qch glaube, an dieser Stelle diirfen wir die Ursachen dieser Krise nicht
ausblenden. Die Ursachen lagen darin, dass viele Staaten auf lder We
iiber ihre Verhiltnisse gelebt haberund dass die Ausgaben weit Yber
den Einnahmen lagénGunther Krichbam (CDU/CSU) 11.05.2012.

Concerning Greece aride other member states, whiceguested thdinancial ass-
tance, it was claimed that those who ask for help lose ptreinfreedom.

enn jeder, der Hilfen von Dritten anfordert, beraubt sich gleichzeiti
eines Stiickes seiner Freiheiten und Moglichkeiten. Er muss akzep-
tieren, dass an diese Hilfen und Forderungen Bedingungen gekniipft
sind. Deswegerzogert Griechenland zu Recht. Es geht um die
Aufrechierhaltung seiner eigenen SotiirdtitQ HansPeer Friedrich
(CDU/CSU),25.03.2010.
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The second phase of the CDU/CSU -sligcoursehas a stronger focus on
Greeceand shows a highategree of skepticism towards providing ttredits. The
fraction generally supported th@rgumentativdine of the governmenfrom the be-
ginning of the crisis until the negotiation of the third package for Greeteeisum-
mer of 2015 While the opposition within the CDU/CSU was rather marginal before
that vote, the latteshowedthat the oppositiomgrew and became more skeptitad
wardsthe financial assistance to Greece. During the vatehe third package from
113total votes against it, 6&ere from the CDU/CSUAIthough the majority of the
members of ths fraction still supported then@ncellorOpolicy, the inner opposition
to it increased mostly with an argument of a lack a$ttanddisbelief that the Greek
government wa able owilling to advance the implementatidime necessary reforms.
The parliamentarians pointed othat the persistent corruption in Greeseriously
hinders the reforms.

Der griechische Staatsapparat wargauhd vonKorruption © OVé-
terleswirtschaftGagt man auf Schwibisch B nicht in der Lage, eine
prosperierende Wirtschaft auf die Beine zu stellen. Darin liegt das
Hauptprobler® NorbertBathle (CDU/CSU) 18.12.2014.

Now and then, it was repeated that pe®pleof Greece argovereign to vote against
the Troikaprograms, but sare the people of Germany sovereigrvote against the
financial assistance

CEs ist richtig, dass die grieische Regierung vom griechischenuSo
verSn gewShlt wordeist, und der griechische Souverin hat das
Reformpr@ramm abgewihlt. Aber die Menschen, die hier in dign
Saal sitzen, sind auch von ihrem Souveridn gewéhlt, und die Menschen,
die in diesem Saasitzen, lehnen eab, das Programm der resu
griechischen Regierung Zinanzieren. Genauso wie wir respektieren
missen, was die neue griechische Regung vorhat, muss die
griechsche Regierung respektieren, was wir hier entsch@idRalph
Brinkhaus(CDU/CSU),27.02.2015.

The FDP was a coalition partner in the government from 26@P2013and
is absent in the parliament in the following legislative period. When it was part of the
coalition government, its suiiscourse was close to that of the government and the
CDU/CSU. According to the representatives of the FDP goal ofthe stability cu-
ture in the EUmust be reached throughe budgetaryconsolidation. Theefore,
strongereconomic policy coordination on the European level was necessangusd
be supported bthestricter sanctionfor noncompliance.

Qleder Einzelstaat muss seirgabilititspolitischen Verantwortung
gerecht werden. Deshalb wollen wir die Verschirfung des Stabili-
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tatspakts Ddas hat die Bundeskalerin eben noch einmal ausijet B
ein Friilhwarnsystem sowie nach Moglichkeit automatisierte Sankbr
nen. Die Wetiewerbsfahigkeit ist zu stirken, und zwar auch durch
eine bessere Koordinigng der Wirtschaftspoliti® Birgit Homburger
(FDP), 24.03.2011.

The introductionof an insolvency procedureas been argued for, which wouldt i
cludedebt restructuring and paripation of private creditors.

QVir wollen B auch das ist entsprechend hamdelt worderD eine
Umschuldung, also ein Insolvawrzht fiir Staaten. Es ist wichtig, dass
es eine Beteiligung privater Glaubiger an HilfsmafBnahmen geben wird.
Das darf nicht nu eine theoretische Mdoglichkeit bleibenQ Birgit
Hombuger (FDP),24.03.2011.

The crisis was presented to deationdproblem, and it was emphasizttat
the member statesarry the sole responsibilityfor their debtsThe idea of the eor
bonds was described as raing compatible with the German constitution. In order
to solve the crisisGreece must be controlleahd the country musimprove its con-
petitiveness through idepth reforms.

The SPD was in opposition until the gweoalition government in 2013n
that period lie financial crisis angolicy failures were identifieds the reasons for the
EMU crisis. While being in opposition, the parliamentarians from the §tigraly
supportedVierkelOs measures for stronger competitiveimeEsirqpe as well as the
idea of budgetargonsolidation However,they also demanded a debt cpgrticipa-
tion of private creditorsand a financial transaction ta¥ore fairness was demanded
in the austerity programs, which were generailpportedbut at the same time were
criticized asa partialsolution

QUnd trotz aller drastischen Sparprogramme gelingt es Griechenland
und Portugal nicht, Defizite abzubauen und die Schuldentragfdhigkeit
wiederzugewinnen. Beide Léander stecken in einer Abwiértsspirale:
Drastische Einschnitte nicht nur bei konsumtiven, sondern auch-bei i
vestiven Staatsausgaben verschirfen die RezessionQ Sigmar Gabriel/
FranzWalter Steinmeier (SPD)Europa ist in der Krise B Wir
brauchen ein starkes Signal fiir die Zukunft der europidischen Einheit,
18.07.2011.

It was claimed that there should be astrer focus on growth in Europand that
some targeted investments would be necessary.

OWir wollen dafiir Sorge tragen, dass in Europa endlich wieder in
Wachsum und Beschiftigung investiert wird, damit wir aus der
Schuldenkrise herauskomn@®igmar Gabriel (SPD), 8.09.2011.
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The main goal expressed by the members of the partyh@agduction of economic
divergence among the member states of the Euro zone. Thefiéeadonds was
therefore supported by the SPD.

QWir brauchen eine limitierte Gemeinschaftshaftung der gesanuten E
ro-Zone fiir die Anleihen ihrer Mitglieder. Sie ist erforderlich, um auf
Dauer eine Beruhigung der Finanzmirkte zu bewirken. Uber intelli-
gente Modelle kam ein Teil der Schuld gemeinschaftlich besichert
werden, wahrend exzessive Verschuldung weiter im nationalen Risiko
verbleibO Sigmar Gabriel/ FrangValter Steinmeier (SPDEuropa ist

in der Krise D Wir brauchen ein starkes Signal fiir die Zukunft der eu-
ropdischen Einheit, 18.07.2011.

Concerning the European polity, the SPD usuattyued for a political unigrwhich
presumedequally more control over the member states budgets and certain level of
harmonization of tax as well as social policies. Suchbldéigal unionwould requirea
transfer of national sovereignty d¢ine European levelThe cisis itself was also et

fined asthe crisis of leadership. The crisis management was claimée tondero-

cratic andrestrictve of thesovereignty of parliaments.

Qn der jetzigen Situation fallen zwei Krisen zusammen: die
Uberschuldungskrise einzelner Mitglieder der Euro-Zone und die
politische Fiihrungskrise innerhalb der Européischen Union insgesamt.
Léngst hat sich daraus eine echte Vertrauenskrise entwickelt, denn sel-
ten standen die Biirgerinnen und Biirger der EU den europiischen In-
stitutionen, den Parteien, Parlamenten und &egten Europas so
skeptisch und ablehnend gegeniiber wie heute. Antieuropdische Res-
sentiments nehmen zu und das Fehlen jeder Perspektive und Hoffnung
treibt in den krisengebeutelten Mitgliedsstaaten die Anti-Européder und
Neo-Nationalisten in die Parlame und Regierungé€hSigmar Galbir
el/ FranzWalter Steinmeier (SPD)Europa ist in der Krise B Wir
brauchen ein starkes Signal fiir die Zukunft der europédischen Einheit,
18.07.2011.

The European level shouldot only take over competencbkst also guaraee the
democracy in Europe through stronger parliamentarisation.

“Die Biirger sind nicht miide an Europa, aber sie sind miide an der Or-
ganisation Europas. Um diese Kluft zu iberwinden, muss Europa aus
dem Zistand vornehmlich intergouveimentaler Beschliisse
herausgefiithrt werden. Es bedarf einer Parlamentarisierung eup-
paischer Entscheidungsprozesse mit Blick sowhl auf das Europiische
Parlanent als auch auf die nationalen Parlam@nBeer Steintyck
(SPD),24.03.2011.

Finally, concerninghe case oGreecethe representatives of the SPD pointed out that
only through investmérand increase in employment woudeecebe able to rece
er. Therefore, the finances from the structural funds should be used to this purpose.
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Despite conditionality and austiriprograms initiated on the European level, one
should avoid th@npression of Greece being governed from oetsid

As soon as the SPD became a part of the graalition government in 2013,
its discourse developed furthén. the newphase othe SPD sualiscoursethe repe-
sentatives of the SPD pressured Greece to implement the reforms. dtilivstaited
that growth impulses are necessaya deep recession woulthly increase the debt
but there were soméoubtsexpressed as to whether w@seece ready for them in
terms of it political structuresTherefore, lhe European investment should only-fo
low in return for reforms. It waalso mentiored that theGreekgovernmented by
Tsiprasprefersa different EurozoneThe narréive of solidarity andsolidity (i.e., sd-
idarity in exchange for the country®an reform efforts) was adopted from this-
courseof the previous governmenthe definition of solidarity has beerhanged
from Ourgent supp@ttoOHilfe zur SelbsthilfeO.

“’Solidaritdt” heiB3t fiir uns tibrigens immer: Hilfe fiir die, die bereit
sind, sich selber anzustrengen, im Rahmen ihrer Moglichkeiten, im
Rahmen dessen, was man zumuten kann. “Solidaritat” hei8t: Hilfe zur
Selbsthilfe. Dasst die Grundlinie sozialdemaatischer Patik bei die-
sen Rettungsprogramm®@ihomas Oppenann (SPD)17.07.2015.

TheBYndnis 90/die GrYnamasin oppositionthrough the whole period dfie
analysis herelts subdiscourse was rather stable in this period, without significant
changes. The repradatives of this partgonsicered the EMU as a gain sovereig-
ty and thereforalemandeda closer economicoordinationand common economic
policy in the EMU membersThe reasorfor the crisis was describeds economic
(performance/policy) differems amongthe Eurezone membesstates andh large
public debt due tehe unsound fiscal policieSThe BYndnis 90/die GrYnagriticized
the demand based on credittie Southern Europe and called #otargetedinved-
ment and increase in internal demand insilnglus countries.

Otber seine VerhSlinisse kann nur leben, wer Kredit bekommit.
Deutschland hat von dieser kreditfinanzierten Nachfrage nach seinen
Produkten gut gelebt. Es wurde Exportwelmeister auf Pudii@en
Trittin (BYndnis 90/die GrYngr29.11.200.

OZum Ziel fYhren zwei Wege: Man macht sie (DefizitISBISM)

durch gezielte Investitionen wettbewerbsfShiger, und man verbessert
die Binnennachfrage in den tberschussiSnderd@rgen Trittin
(BYndnis 90/die GrYngr29.11.2010.

The ideaof atransfer union wasejected, although thergas support for the
introductionof eurdonds.In the debate on the third packdge Greecethe BYndnis
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90/die GrYnemlemandedh debt cut and expressed strong criticisnthef European
political process abeing non-democratic

Qch sage lhnen als Parlamentarierin ganz offen, dass es mich dauert,
wie mit der parlamentarischen Demotteaumgegangen wirdDabei

geht es nicht nudarum, dass in Griechenlandnerhalb von zwei
Tagen Entscheidungen getroffen wiensollten Bich méchte mal seh-

en, was wir in so einer Situation gemacht hitten B, sondern auchad

rum, dass dafiir gesorgt werden soll, dass alles immer vorab vorgelegt

wird. Ich glaube nicht, dass wir als Parlament uns das gefallen lassen
wiirdenQ Katrin G8ring-Eckardt(BYndnis 90/die GrYngr7.07.2015.

Finally, the discowse of theLinke party, whichremained in opposition
through the whole period of the analysis, also rejected the austerity policies as a sol
tion due tdack of fairness and inefficien@f the measures

Die Ergebnisse der Umsetzung der unsozialen und ungerechten
Forderungen und der Politik der Troika sind: Arbeitslosenquete b
26,2 Prozent, Jugendarbésigkeit bei 52 Prozen Mindestlohn
abgesenktMehmwertsteuer auf 23 Prozewrhoht, Arbeitslosengeld
gesenkt und auf einJahr begrenzt und, und, und. Da sagen Sie:
GGriechenland mat FortschritteO? Sie haben gesafies® An-
strengugen beginnen sich fiir die Mensdhen in Griechenland ausz
zahlenO.Herr Schiuble, fiir die Menschen ist diese Politik in
Griechenland, die Sie mit vertreten, eine Katastr@pHgietmar
Bartsch (Die Linkg 18.12.2014.

Strong democratic concerns were expressethb representative of the Linketh
regard tothe crisis management artd the European Uniogenerally. The solution
offered by the Linkeincludedtargetel investment,eurdonds,and higher levels of

taxationall over Europe

5.4.4. Suldiscourse of the Bundesbank

The Bundesbank raffirms its ordoliberal approach tte economic policy
throughout the entire period of apsik. The institution emphasizékat the root of
the crisis lies in thelifferences in economperformance and policies among the E
ro-zone memer states, as well abe lack of competitiveness by some members
compared to the otherAccording to the Bundesbank order to be successfihe
commonEurgpean currencyequiresa broad package of reforms, which wouéd r
store the competitiveass of ertain member states. Thestitution supportedthe
adoption of the Fiscal Compact asstep in the rightlirection however it was -
gardedas insufficient The main goal shoulte the modernization oindustry, se-
vices, administration, angrotectionof the price stability. Stabilization of the EMU
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was presented as @mmon European interesthe Bundesbank insisted uptme
strict conditionality in exchange for the fimaal assistance to Greetecause the
country musbe pushed to reforms.

The peronalitieswho ledthe Bundesbank during the period of analysis (Axel
Weber until 2011 and Jens Weidmann from 2011) openly disagreed and criticized the
ground breaking decisions of the ECB in the crisis management, includingrthe pu
chase by the ECB dhe governmental bonds of the indebted members of the Euro
zone from the secondary market and preservation of contiryulowglinterest rates.

The ECBwas accused of overstreching its mandate and of mutualizing risks.

aMeine Damen und Herren, das Mandat desoBystems lautet, Pgei
stabilitSt im EureRaum zu sichern. Es lautet nicht, die Solvenz von
Mitgliedstaaten zu sichern, indem solche Haftungsrisiken Yberadie N
tenbankbilanz vergemeinschaftet werden. tber eine Vergemeinscha
tung von Haftungsrisiken solliedie dazu legitimierten politischerkA
teure entscheiden, also die Parlamente und Regierungen. Une-bei di
sen Entscheidungen mYssen die Grenzen beachtet werden, die die E
ropSischen VertrSge in dieser Frage setzen. AuSerdem mussaie Gel
politik Acht gebennicht ins Schlepptau der Finanzpolitik zu geraten.
Denn dann k3nnte ihre FShigkeit, fYr ein stabiles Preisniveaurzu so
gen, zunehmend beeintrSchtigt wedeéens WeidmanrrSsident der
Deutschen Bundesbar®3.092015

In several st@ments, the Bundeabk confirmed astrongdisagreemenwithin the

ECBOs board ajovernors and that therdoliberal positiorrepresented by the Ge
man central banks in a minority there. Jens Weidmann pointed out ttit main

probdem of construction anaf thelatest deviopment of the EMU wathe separation
of liability and control wherghe community takes over liability without havirany

control overthenational economic development due to sovereignty.

&Die Einheit von Haftung und Kontrolle ist nach meinem DafYrhalten
aber zentrale Voraussetzung fYr eine stabile Statik der WShrisngsun
on... Der Ende Juni prSsentierte Bericht zur Zukunft der WShruigsun
on, den KommissionsprSsident Juncker mit den PrSsidenten Tusk,
Dijsselbloem, Draghi und Schulz verfasst hat, zielt naeiner En-
schStzung eindeutig in Richtung Zentralisierung und Risikoteilung.
Zur tbertragung von effektiven Kontrollrechten, gar SouverSanitSt
rechten sagen die fYnf PrSsidenten aber nilass verstSndlichen
GrYnden, kSnnte man hinzufYgen. Die Bereitiicha einem verita-

len SouverSnitStsverzicht ist unter den europSischen Regierungen nS
lich sehr gering ausgeprSgt. Und die nationalen Parlamente bestehen
auf ihrem vornehmsten Recht, dem Haushaltsrecht. Man ISsst sich
eben ungern reinred@nJens WeidmannPiSsident der Deutschen
Bundesbank23.092015
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According to Weidmann, the EMU can be successfulauth political union if it is
based on individual responsibility dhe member states and a hard institutional

framework, which goes beyond the measwifdbe Fiscal Compact.

5.4.5. The German trade union association: Deutsche Gewerkschaftsbund (DGB)
According to the association of the German trade unions, the crisis has its
roots in theunregulated financial market and eomic divergence in the euro zone.

CBeit GrYndung der europSischen WShrungsunion ist die Kluft
zwischen Nord und SYd immer gr§8er geworden: Die Unterschiede in
der wirtschaftlichen LeitungsfShigkeit sind gewachsen. Die
zwangslSufige Folgsind steigendedeutsche tberschYsse einerseits
sowie steigende sYdeuropSische Defizite andererseits. Langfristig kann
das nicht gut gehen. FrYher oder spSterd@mtie DefizitiSnder nicht
mehrzahler© Claus MateckiDGB-Vorstandsmitglied25.03201Q

The organizationx@ressedts concerns about the austerity policies, which can
lead the Euro zone members into a deegssion. The Troika policies wecensd-
ered unfair and unsuccessfultime resolving the crisis. Moreover, the measures a
tacked the labor rights and eanger the tariff autonomy protected by the German
law.

(Die radikale ZerstSrung von Arbeitnehmerrechten der vergangenen
Jahremuss rYckgSngig gemacht werdsie hat nicht zu Wachstum,
sondern zu Armt und Ungerechtigkeit gefYhrt. Wenle Veren-
barungzwischen den GISubige und Griechenland jetzt eindld@r-
pryfung und Modernisierung d&terfahren fYr Tarifverhandlungén
fordert, dann mYssen die in den -EertrSgen vorgesehenen
Grundrechte sofort wiederhergestellerdenO. Stefan K3rzelDGB-
Vorstandsmitglied16.072015

The DGB argues in favour @ European fund for growth and targeted i
vestment that would provide impulses to end poverty. Sustainability and tirotova
werepresented athe central ideas of resolvirtlge crisis. Similarly to soe other a-
tors, the DGB supported the idea of debt restructuring in they@ests of crisis but
later spoke out gainst the debt cut in thease of Greece. Concerning the latter case,
the trade union critizised the reform programs and demanded theatloni of per-
sistentcorruption as well asreation of new opportunities for growth in Greece.

Mt Reformen, die an den tatsichlichen Problemen Griechenlands an-
setzen, hatte all dies nishzu tun. Keines der struikellen Probleme
des Landes wurde gelost, es wurden aber zusitzliche geschaffen. Es
war eine Politik des Abbausjcht des Aufbaust.Wirkliche Strutr-
reformen machen ernst mit der Bekdmpfung von Steuerhinterziechung
und SteuerfluchtWirkliche Strukturreformen Bé&mpfen Klientelpoli-
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tik und Korruption bei 6ffentlichen Auftragen. Die neue griechische
Regierung ist herausgefordert, ihre eigenen Wiederaufland
Entwicklungsprojkte vorzulegen, die Teil eine&@opiischen Inves-
titionsplanesOwverden miissen, wie er seit langem von den Gew-
erkchaften gefordert wird, und die Voraussetzungéafir zu
schaffen, dass detige Projekte Friichte tragen koénnenQ DGB,
2.02.2015.

5.4.6. The German employersO association: Bundesvereinigung der Deutschen A
beitgeberverbSnde (BDA)

According tothe largestemployer associatiom Germany the BDA, it has
been necessary to deal with the problem of grovainiglic debtfor a longer period
already, andn the light of the crisisit becamean emergencyTherefore, budgetary
consolidation and austerity ggrams wereunavoidable and mustave been imple-
mented as soon as possible. The main goal now would be winning back the trust of
markets.

Similarly, structural reforms were regarded be essential in light of the
strong necessity to revitalize thdta market. The association identifitlte sourceof
the crisis partly in the growth dhe unit labor costs and the resulting losses im<o

petitiveness.

(Der massive Verlust an Wbtwerbsfihigkeit einiger Mitgliedstaaten
durch zu stark gestiegene Lohnstiickkosten ist Teilursache der gege
wirtigen Krise. Es ist daher richtig, dass das neue Verfahren zur Ve-
meidung makrookonomischer Ungleichgewichteuah die Beobdt
tung der Lohstiickkostenentwicklung in den Mitgliedstaaten vorsieht.
Die Koordinierung in diesem Bereich sollte alle Faktoren demtoh
stiickkosten, insbesondere auch Flexibilitdt, Produktivitit, gesetzliche
Rahmenbedingungen und Abgalberiicksichtigen. Sie darf nicht zu
Eingrffen in die nationke Lohnfindung und die Autonomie der
Tarifvertragsparteien fithrenQ BDA, October 2014.

As the BDA constantly stated, competitiveness thiaskey to growth. Therefore, @v
ry member state should introduce reforms in order ourkel its own competitie-
ness In this situation, tax increases and higher social security would be coonterpr
ductive and should be avoided.

As the stability of currency is a common European interest, measures must be
taken in order to deepen and stabilize the EMU. These measuus istctude closer
economic policy coordination and more control over the member state budgets.

Qur Sichestellung des gemeinsamen europSischen Handelns mYssen
auch europSche Kontrolt und Eingriffsrechte akzeptiert werden, die
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ein nationales Alveichenvom Weg zu Wettbewerbdifgkeit und sb

iden Staatsfianzen nicht zulassen. Dazu gedts zum Beipiel
verbindliche Obergrenzen f¥lie Verschuldung der Mitgliedstaaten
und automatische Sanktionen bei deren Nichteinhaltung. Niemand ve
liert sein demokratistes Recht und seine nationale SouverSnids:
Bedingungen nicht zu akzeptieren. Nur muss er dann die Komseque
zen auch alleine tragen und den aClub" verla@deieter Hundt, A
beitgeberprSsident3082012

Therfore, the president tfie BDA claimedhat the member states must carry r@spo
sibility for their debt, and financial assistance should be provided in exchange for r
forms only. Transfer union arelirdondswould eliminate the need for the national
reform efforts.

Q\uch eine Transferunion zathen den EurbShdern lehne ich
entschieden abWeil das eine Einladung zum unsoliden Haushalten
wSre. Zugleich wYrde der Wohlistand der EuropSischen Umion g
fShrdet, weil die erfolgreich wirtschaftenden LSnder bestraft und die
EmpfSngerlSnder dauerhaft afiropf hSngen wYrden. Es muss
vielmehr darum gehen, die WettbewerbsfShigkeit aller Sdder zu
verbesser@ Dieter HundtArbeitgeberprSsident2.122010

Concerning democracy and inclusionjtgistatements, the BDA affirmedat
the member states die EMUhave already giveap their sovereigntyand the social
partners should necessarily be included in the EuropearesterNeverthelessthe
association adsedagainsthe double structures in the inclusion of social partners on
both the nationaland Eurpean levels. Thexisting Committee for Social Dialog

should be used for inclusion at the European level.

5.4.7. Summarizing the discourse analysis

Analysing the discourse on EMU in the period from 2010 until 2015, aly b
tween 2010 and 2012 cardominant and opposiinal discourses be clearly separa
ed During this periodthe dominant discourse was represented by the government of
Merkel, the CDU/CSU, the FDP, the Bundesbank, and the Biddoliberalcoal-
tion). The oppositional dimurse was moted by the SPD, the BYndnis 90/di&Y Gr
nen the Linkeand the DGB gocial democraticoalition). These two coalitionsed
scribed different sources ofisis andthereforealsoargued in favour ofhe different
solutions. The ordoliberal coalition insisted thiag overly high budgetry spending
and theloss of competitiveness due to lack of reforms were the main sources of the
crisis. It was therfere described aa national problem and national resgpitility. On
the other hand, theocial democraticoalition regarded the European dynamicas b
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ing at least partly resporé for thecrisis becausthe Europeatevel lacks a mec
nism for conteracting the growing divergence of the economies in the EMdite-
spondingly, there was a difference in the assessmein¢ ofeasures, such dgbt cut,
further growthstrategy, andeurdonds. Theoppositional discourse therefore tha
lenged a significant part of the agenda ofah#oliberalcoalition.In 2012, tkese ds-
courses slowly started to converge towards the dominating discourse. There-are se
eral reasons why the two discourses converged. First, the SRilssobrse changed
slightly, absorbingcertain demands of therdoliberalcoalition such as strict cond
tionality for credits and demands tife structural reforms from the Greek gomer
ment. Second, certain demands were dropped or simply disappeared freocitthe
democraticsubdiscourse ir2012 as the decisionsn the EU lgel havealreadybeen
made and the focus of the agenda shifted. This was theva#sehe eurdoonds and
demands ofstronger economic policy coordination. Finally, dissenting too much from
the dominating discourse was politically risky in light of thetHooming elections
and the growing scepticism of the population towatks European solidarity
measures.

Generally, the nodal pointd the discourse werbudgetary consolidation and
austerity, economic growth, necessity of structural reforms, econowmgrgdnce
among the member states, and possible European measuties dosis resolution.

As mentioned above, the dominating and oppositional discourses were different in
their central assumptions on the origin of crisis and measures necessary toitesolve
Thus, the main poistof contestation included the necessity of European measures for
growth and employment aswell aseurdondsanda debt cut. Also, the democratic
aspects in the context tife crisis managementere present and contestidoughout

the period of analysis.

Concerning the interests that the discourses represent, the explicit references
were quite abstract. The governmeriten referred tdhe national interest (OGeam
nyO, Oour population®, OusO) and feutbpean interés Yet thedominating dé-
course(including the governmental suttiscourse)vasgenerally in line with the gk
course otthe private entgorises and capital owners thatalso confirmed by the sub
discourse of the BDA. Although the references to the Gemndburopean intest
were present in the discourse of tkecial democraticoalition, it also often ne
tionedthelabour and labour rights.
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This period ofanalysisdemonstratestronger contestaticand a higher degree
of scepticismhan the previous onegeciallyin the first two years, whetwo alte-
native visiors of crisis and its solution wepgesented. Yet agaithe ordoliberalcoa-
lition, which included thegovernmentrepresented the country during the negoti
tionsandwas able tanforce itsvision in the legislationAlthough in the first phase
of the governmental suliscourse some signs of adaptation to the oppositiosal di
course can be identified (especially, concerning participation of private creditors and
responsibility ofthe financial markets), it later returned to the classidoliberal
agenda and remained stable therea8anultaneously, as both the CDU/CSU and the
SPD performed successfully in the parliamentary elections of, 20¢&ther gaining
over 67% of votes, it can be amglithat the citizensO attitude towards the position of
these two parties and the government in the Euro zone crisisaun&ial or positive,
re-affirming legitimacy of those policies.

The analysis of the domestic discourse in Germany showeth#draoral dis-
course was substituted lypragmatic discourse. Thisgesct has certain implications
at the Europeanlevel because istrengthenghe economic nationalism and urree
minesthe European identity ansbolidaity. Also atthe European levelprdoliberaism
was challenged and needed teestablish its dominanc&enerally, the discourse did
not appear tde a dialog where the actomuld search and find solutions together
but a unilateraljustification where oneargued interms of ageneral interestwhile
pursuing aspecific one. It isan especially negative development that the dominating
discourse gave no regard to the demandbesdictors with important stakes in the i
sue (sich aghe DGB whose preferencesgere either ignored or claimed to be against
the law.In terms of contextthe dominating discourse and the policies itnpoted
will result inthe further weakening ofhe labor, asthe ordoliberaleconomic policy
discourse putthis groupof the populationin the position othe main shock absorber
and adjustmentiechanismn uncertaintimes when theountry faces economic dha

lenges.
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Chapter 6: Greece

6.1. Economic and monetary policy in the Hellenic Republic before the EMU: the
Greek state and economy

6.1.1. The institutional context of monetary policy: a weak central bank and the cen-
tralized state

The Bank of Greece (BoG) was first established by the League of Nations Fi-
nancial Committee in 1928 (Pagoulatos 2009: 161). In 1946, the Central Bank was
brought under the authority of a governmental Currency Committee, which made the
decisions on exchange rate, monetary, and credit policies. The Committee consisted of
five Ministers and a Governor of the Central Bank. Therefore, the BoG did not repre-
sent an independent institution, being subjected to an extensive governmental interven-
tion where monetary policy represented an important tool in light of the government’s
fiscal expansion (Oltheten et al. 2003). Money creation took place in order to finance
the budget deficits and, indirectly, to operate the deficits of the nationalized enterpris-
es. This contributed to the inflation, which reached 19 % on average between 1981 and
1990, being at that time almost three times higher than the EU average (Oltheten et al.
2003). While price stability achieved mainly through the wage restraint was associated
with the authoritarian post-war governments, “a considerable section of the Greek pub-
lic and body politic even positively identified a more lax and inflation-accommodating
macroeconomic stance with progressive politics” (Pagoulatos 2009: 163).

The periods of the monetary expansion were often followed by the attempts of
macroeconomic stabilization. Although the Currency Committee was abolished in
1982, the post-war interventionist dynamic remained until a slow process of deregula-
tion started in 1987. The bank was first granted its full independence in preparation to
the country’s membership in the EMU in 1997 (Pagoulatos 2009: 162).

Therefore, unlike the Bundesbank in Germany, the Bank of Greece was not the
main actor, conducting monetary policies in Greece. In fact, monetary policy tradition-
ally served as an important tool of economic adjustment. Therefore, the nature of the
Greek state and its dominating economic policy paradigm are essential for understand-
ing the process of definition and implementation of economic and monetary policies in
Greece before the EMU.

After the fall of the dictatorial regime of Colonels in Greece in 1974, the Greek
state has been characterized by its over-centralized nature and concentration within the

Athens area, with very little regional powers and autonomy (loakimidis 2001: 78). It is
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a simple polity based on a unitary state structure and a majoritarian system of represen-
tation (Ioakimidis 2001). The decision-making was dominantly hierarchical, lacking
transparency and with poor vertical and horizontal coordination (Ioakimidis 2001: 78).
After 1974, a central feature of the Greek state was represented by the two-party polar-
ization of the socio-political life. The two main parties — Nea Demokratia and PASOK
— were usually led by a charismatic leader, who determined the options and strategy
within his own party (Lavdas 1997). In the 1980s, populism was established as an im-
portant strategy within both parties where policy goals have been subordinated “to the
imperatives of a ruthless pursuit of electoral success” (Lavdas 1997: 148; see also Mar-
tin/ Dinas 2010).

Although the state often dominated the arena of policy-making, several authors
point to its lack of efficiency due to clientelism, over-regulation, policy discontinuity,
conflicting inter-party relations, and ‘disjointed’ social dialogue (Ioakimidis 2001: 78;
Featherstone/Papadimitriou 2008: 59; Sotiropoulos 1995: 7). Moreover, the Greek
state generally lacked an elite civil service that could implement public policy with

higher consistency and continuity (Pagoulatos 2009: 163).

6.1.2. The Greek economic context: state interventionism and the key areas of econom-
ic activity

Scholars with a historical perspective mention different reasons for the role of
state in the country’s economic activity. As Tsoukalas argues, the democratic reforms
representing the prototype of the Western industrial state substantially diverged from
the dominant ‘pre-democratic’ and excessively pre-industrial economic and social
structures of the early Greek state, and the private economic sphere was absent. Thus,
the state role in the allocation of resources increased (Tsoukalas 1981). Louri and Pe-
pelasis Minoglou present their finding that “even at her industrialization peak, Greece

did not have a large industrial sector and did not enjoy the per capita income level of a
,mature‘ capitalist economy has wider implications*, confirming that Greece has never
been a typical capitalist industrial economy, and “de-industrialization started before
industrialization was completed* (Louri/ Pepelasis Minoglou 2002). Therefore, the au-
thors outline the structural continuities of the Greek socio-economic formation, such as
a large public sector, the mainly commercial character of entrepreneurship, and ,,an
incomplete transition from mercantile/family capitalism to the joint stock compa-

ny/corporate capitalism (Louri/ Pepelasis Minoglou 2002).
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In fact, before the goal of the EMU accession, the biggest political parties in the
country articulated in their programmes a spectre from ad hoc state interventionism to
nationalisation (or “socialisation”) of banking and industries as well as state active in-
volvement in agriculture and regional development (see Clogg 1979). On the contrary,
the liberal economic policies were often associated with the dictatorial rule of the re-
gime of Colonels in Greece (Dimitrakos 1979: 128).

The state presence was quite intense and can be exemplified in a high employ-
ment in the public sector and the extensive regulatory role performed by the state, as
well as its overwhelming participation in economic activities (Iloakimidis 2001). The
state influenced economy through protectionism, transfers, and subsidies, but also di-
rectly through ownership. Tsoukalis summarized the forms of state involvement in the
economy as: “(1) continuous investment in infrastructure; (i1) a long series of incentives
and state aids to private industry; and (ii1) provision of ample finance through the
banking system” (Tsoukalis 1981: 34). In the agricultural sector, governmental influ-
ence was even more direct (Tsoukalis 1981: 34). Moreover, the Greek state fully con-
trolled the banking system (Pagoulatos 2009; Lavdas 1997).

Strong state presence in the economic life in Greece was combined with its
weak capability to collect taxes. This was the case due to a number of tax exemptions,
lower rates, and also due to tax evasion (see Tsoukalis 1981: 36; Kazakos 2004). Rais-
ing the issue of the Greek tax system being unfair and regressive, Frangakis mentions
the fact that about two thirds of the state revenues come from the indirect taxes and
only one third from the income tax, whereas the latter is mainly based on salaries
(Frangakis 2012).

Some authors discuss the regressive impact of tax evasion and its consequences
for redistribution. As Danopoulos and Znidaric argue, black economy and tax evasion
in Greece limits “the state’s ability to reduce poverty and bring about a more equitable
distribution of wealth* (Danopoulos/Znidaric 2007: 83). Also, Matsaganis and Flevot-
omou came to the conclusion that the payoff of efforts to reduce tax evasion could be
very substantial indeed: higher tax receipts, lower poverty, reduced inequality, and a
more progressive tax system (Matsaganis/Flevotomou 2010). In fact, the welfare state
in Greece has been highly selective, and support for a large number of the most vulner-
able was often rejected (Matsaganis et al. 2003; Venieris 2013).

And yet the state budget was investing heavily in the infrastructure and military

spending as well as financing high levels of public employment. The combination of
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low revenues and high budgetary spending resulted in the dependency of the state
budget on the domestic and foreign borrowing. The attempts to stabilize the economy
and curb the inflation have been inconsistent and strongly dependent upon electoral
cycles (Lavdas 1997).

Among the main economic activities and industries in Greece are shipping,
tourism, construction, agriculture, textiles, and footwear. In its turn, the manufacturing
sector and production are traditionally dominated by the small and medium-sized en-
terprises, often family owned (see Yannopoulos 1979: 61; Zambarloukou 2006: 218).
They were therefore mostly oriented towards the domestic market and strongly de-
pendent on the domestic consumption. These enterprises faced serious challenges due
to their growing dependence upon the external finance, lack of qualified personnel, and
competition within a large market (within the EU) where economies of scale are cru-
cial (Lavdas 1997: 59-61). Another remarkable feature of the Greek economy are rela-
tively high levels of unemployment despite a prolonged period of growth (Karamessini

2008: 51).

6.1.3. Mode of governance and the competitive nature of the relations between the ac-
tors: disjointed corporatism and clientelism

In the relevant literature, the mode of governance in Greece has been described
in a variety of terms: statism, ‘state corporatism’, ‘parentela pluralism’, or ‘disjointed
corporatism’. The tradition of statism exists in Greece, as it was used for the protection
of cohesion of the country against unwanted ideologies and social cohesion by ena-
bling a higher degree of economic redistribution (Kalaitzidis 2010: 6), but to character-
1ze Greece as statist state more than forty years after the fall of the regime of Colonels
would be to neglect the amount of transformation the country went through in the time
period since (Kalaitzidis 2010: 80). Moreover, an essential feature of statism — real
state capacity to implement policy over the objections of key social groups — is poten-
tially missing in the case of Greece (Kalaitzidis 2010: 80). Although the government
often adopted the reforms despite the informal veto points, the fact that the original
content of reforms by the government experienced some modifications as a result of
consultations with the socio-economic actors actually proves that the informal veto
points did matter. Despite a quite centralized political system (Kalaitzidis 2010: 68) as
well as frequent unilateralism and exclusion (Pagoulatos 2002: 202), I do not think that

the statist description would be an accurate one in this context.
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Especially during the early 1990s, trade unions became more autonomous from
the government, and the liberalization of collective bargaining took place. In fact, the
relations between government, trade unions, and employer associations also obtained
some corporatist features, mainly “representational monopoly, incorporated into policy
making as co-responsible partners” (Featherstone/Papadimitriou 2008: 45). Neverthe-
less, since the early 1990s, social dialogue had a ‘stop-and-go’ character, “discrediting
it as a process and creating further mistrust” (Featherstone/Papadimitriou 2008: 47).
Kostas Lavdas describes the state-society relations in Greece as disjointed and asym-
metric corporatism, “whose fragmented functioning constrained the liberal elements in
the economic system while at the same time finding it difficult to broker social pacts
and intersectoral agreements beyond wage negotiation” (Lavdas 1997: 86). He argues,
“disjointed corporatism is the most appropriate for analysing the mix of sectoral corpo-
ratism and pockets of state corporatism and of pluralist arenas characteristic of the
Greek policy pattern” (Lavdas 1997: 5). This type of corporatism “denotes the combi-
nation of a set of corporatist organizational features and a prevailing political modality
that lacks diffuse reciprocity and remains incapable of brokering social pacts” (Lavdas
1997: 17).

Summing up, corporatism failed to establish a process of negotiation of social
pacts in Greece for historical reasons, and tripartite became rather ad hoc (Lavdas
1997: 87; Zambarloukou 2006: 220). Moreover, in the climate of strong competition of
actors for the public resources, Featherstone and Papadimitriou emphasize the existing
conflict of interests, antagonism, and distrust in the state-society relations that blocks
consensus and a stable social dialogue (Featherstone/Papadimitriou 2008: 46-48, 201).
Zambarloukou argues that the absence of a culture that would promote a dialogue and
consensus is another reason why corporatism has not been established:

»docial actors were accustomed to influencing the state through their
particularistic ties with political actors rather than through official
channels of consultation. For unions, reaching a compromise was made
more difficult by the partisan divisions that run across the labour
movement and the close connection between political parties and union
leaderships* (Zambarloukou 2006: 221).

Greece represents a case of a strong fragmentation of interest groups where some key
interests are underrepresented in the state-society negotiations (for example, small and

medium enterprises, which actually dominate the Greek economy, Featherstone 2003:

935).
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In the literature, the Greek trade unions are often described as having quite a
confrontational approach to the collective bargaining. For example, in an attempt to
assess “will and capability of the national government to deliver on an agenda it has
signed up to”, Featherstone and Papadimiriou scrutinized the process of the reforms in
three important sectors — pension reforms, privatization of the Olympic Airlines, and
labor market reforms (Featherstone/Papadimitriou 2008). They came to the conclusion
that the government’s relations with the major social partners have been the key area of
reform blockage where “the domestic system was structured in a manner that appeared
to militate against consensus and delivery” (Featherstone/Papadimitriou 2008: 16).

Nevertheless, the examples of trade union militancy co-exist with those of ac-
commodation. In the 1990s, the General Confederation of Greek Workers (GSEE) de-
cided for a more consensual and less confrontational strategy, mainly because of its
desire to retain the political influence under changing economic and political condi-
tions (high unemployment, country’s EU orientation) (Zambarloukou 2006: 219). Alt-
hough this shift was not solidified and unchallenged (as, for example, the case of oppo-
sition to Gianitsis reform in 2001 demonstrates), it allowed for some structural and la-
bour market reforms (Reppas reform in social security in 2002, labour market reforms
in 1998, 2000, and 2004, etc.).

A number of authors mention patron-client relations and networks of ‘depend-
encies’ as a defining feature of the political life in Greece (see Pagoulatos 2009, Clogg
1979, Lavdas 1997; Trantidis 2016). Clientelism is defined here as a distribution of
resources by a political power through an agreement, which creates mutual obligations
of reciprocity, and where politicians — the patrons — make the allocation of economic
resources and social opportunities “dependent on the political support of the benefi-
ciaries — their clients” (Trantidis 2016: 6). loakimidis believes: “the state was used by
political parties as a means of distributing favours in order to maximize their electoral
appeal” (Ioakimidis 2001: 78). Another author emphasizes that clientlism represents
“the predominant form of political mobilization and interest accommodation in
Greece” (Trantidis 2016: 23). Through clientelistic exchange, both dominating parties,
the Panellinio Sosialistiko Kinima (ITaveAAnvio Zooctootikd Kivnua or PASOK) and
the Nea Dimokratia (Néa Anpoxpartia or ND), were able to build large and active sup-
port bases, reducing the degree of political contestation and protecting the political
significance of both these parties from the ‘outsiders’ with a remarkably “stable pattern

of political alignments” (Trantidis 2016: 225). In fact, the clientelistic practices
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evolved from the individual to the collective level where a governing party ‘colonized’
the state apparatus, acting as the main agent of patronage and controlling the allocation
of public resources (Lavdas 1997: 53).

As it often happens, in the case of Greece, clientelism was accompanied by cor-
ruption where not only local but also foreign companies were involved (for example,
cases of Athens stock exchange, Siemens, 2004 Summer Olympic games etc.; see also
Spiegel 11.05.2010). In most these cases, corruption went unpunished. Polychroniou
summarized the condition of clientelism and corruption as follows:

“While practicing populist policies to keep voters content and pursuing
strategies designed to appease the country’s vested economic interests,
Greek governments since the reestablishment of democracy have, with-
out exception, been involved in various scandals of financial and politi-
cal nature by exploiting state resources to transfer wealth from the pub-
lic to the private and to redistribute wealth from the bottom to the top.
Similarly, bribes and kickbacks represent an integral component of the
way the nation conducts its business affairs and the only possible way,
in many respects, that the citizens can speed up services in the public
sector” (Polychroniou 2011: 11).

Consequently, the practices of state involvement in economy adopted particu-
laristic character “with the state subject to a pervasive ‘rent-seeking’ behavior and fa-
voring certain sectors and interests” (Featherstone/Papadimitriou 2008: 51). As the
Greek state fully controlled the banking system, the examples of clientelistic links be-
tween the public authorities and private interests included credit allocation, subsidiza-
tion, procurement, and elaborate price controls (Lavdas 1997: 187; see also loakimidis
2001: 78). Greece was referred to as a “lawless country”, considering the state protec-
tion provided to the domestic business, industrial, and financial actors from the sanc-
tions for labor law violations, environmental pollution, illegal construction, etc. (Poly-
chroniou 2011: 36).

The clientelistic practices discourage political actors to behave strategically,
orienting them rather towards an immediate profit from the ‘today’s situation’. They
also cause distrust of the population towards politicians that is reflected in the corrup-
tion perception in Greece'®. The clientelistic arrangements of interest representation

3

are often the preferred option, “where individuals, instead of forging horizontal ties

with other individuals of comparable social class or status, seek personal patrons (and

' The public opinion research by the Transparency International (www.transparency.org) even shows
political parties, parliament and legislature, and media as being the institutions most affected by corrup-
tion.
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patrons recruit clients) in most aspects of social and political life” (Sotiropoulos 1995:
4). In this situation, clientelism took over the representative function of civil society.
The latter has been weak, with limited autonomy and is often dependent on the clien-
telistic relationships (Pagoulatos 2002: 202).

The programs aimed at re-defining the role of state in society have existed in
Greece at least since the 1980s (Mitsotakis government), and the attempts to imple-
ment the “less state” reforms often failed. Featherstone and Papadimitriou mention the
contradiction between the pre-liberal societal structure and liberal reforms in the 1830s
when there was lack of individualism, and traditional moral standards were based on
group. In this context, the authors point out some parallels with the modern clientelism
and corruption in Greece, as “attitudes towards corruption have been shaped by com-
peting notions of group loyalty” (Featherstone/Papadimitriou 2008: 40). Moreover, due
to lack of bourgeoisie, there was no actor continuously promoting the ‘less state’ logic.
Although the state and society underwent a significant evolution since then,

“these historical traits — of the weakness of a ‘liberal’ state tradition; of
the embedded culture of clientelism, patronage, and group solidarity;
and of a strong elite desire to imitate ‘Europe’ being qualified by popu-
list reservations — are important in defining the structural legacy affect-
ing the mindset of contemporary actors” (Featherstone/Papadimitriou
2008: 41).

6.2. European integration and the reform programs between 1985 and 2010
6.2.1. Reform programs before 2010

The adjustment costs of European integration and especially of the EMU were
higher for Greece than for Germany because both the mandate of the ECB and the con-
text in Greece diverged considerably from the EMU, which promoted market competi-
tion and sound finance.

Both preparation for and then the accession to the European Community in
1981 brought about certain transformation in Greece. These changes especially con-
cerned stronger formal autonomy of the social institutions as well as a formal introduc-
tion of further channels for inclusion of interest groups into policy making. The acces-
sion certainly redefined

“the contours of public-private relations and the substance, instruments
and limits of state involvement in the economy. Regulatory change,
conceived as the redesigning of the rules governing public-private rela-
tions, has been associated with a shift in the modes of state involvement
from ownership to regulation” (Lavdas 1997: 186).
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The paradox of the Greek case is that, despite the elite consensus (with the exception
of the communist party) and very high levels of public support'’, Greece had one of the
poorest records in implementing and upholding the EU legislation (Feather-
stone/Papadimitriou 2008: 5; Lavdas 1997: 155). The process of reforms itself also
proves the difficulties of adjustment.

Within forty years, the Greek state experienced direct or indirect interventions
in its economic policy a total of four times. The reform programs were attached to the
balance of payments support loan in 1985 and 1991, the conditionality of EMU mem-
bership in late 1990s, and the austerity program of the Troika in the Greek ‘debt crisis’
from 2010. All these programs were focused on economic stabilization through the re-
duction of public deficits and expenditures, including some measures of privatization
and structural reforms.

The Greek state appealed first for the assistance of the EC in 1985 due to the
rapidly worsening fiscal position. The EC’s stabilization program was abandoned after
two years, in 1987, in the face of mounting social pressures and was followed by an-
other wave of state economic expansion (loakimidis 2001: 81; Pagoulatos 2001: 194).
In 1991 the government under the leadership of the Nea Demokratia requested another
balance of payments support loan from the EC. Again the Commission prepared an
austerity program as well as a stricter surveillance mechanism. The 1991 stabilization
program failed to achieve its goals, leaving the reforms incomplete and facing strong
resistance of organized interests (Pagoulatos 2001: 197).

Between 1993 and 1994, Greece prepared and gradually implemented its new
convergence program, aimed at the reduction of the budgetary deficit, redefinition of
state’s economic role, privatization, and complete liberalization of the banking system
(Ioakimidis 2001: 81-82). Nevertheless, these reforms did not suffice in order to
achieve the goal of the membership in the EMU. The main transformation happened
between 1996 and 2004, when the policies in almost all areas, including education,
training, unemployment, pension system, etc., have been adjusted according to the
Maastricht and EU guidelines (Basios/Karayiannis 2012). In the 1990s, the govern-
ment under the leadership Simitis attempted to simultaneously implement liberaliza-

tion and fiscal responsibility with a sense of urgency. At that time, governmental mod-

"> The public support for the single currency in Greece was one of the highest in the EU from 1997 to
2003 and reached 82% in 2003 (Standard Eurobarometer 33-69; see also Featherstone/Papadimitriou
2008: 7).
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ernization discourse was extended with the risks of exclusion from the EMU. Although
this government was able to implement some serious reforms, they often exhibited
path-dependent changes, largely following their pre-existing institutional patterns.

Therefore, the reforms in Greece in light of the accession to the EMU included
the institutional transformation of the Bank of Greece, budgetary consolidation, cuts in
the budgetary spending, privatization, and structural reforms.

First, concerning the new Bank of Greece, the law 2548 “Provisions Relating to
the Bank of Greece” adopted in December of 1997 “established BoG independence
from any government instructions or advice, exclusive authority in the exercise of
monetary policy, a six-year renewable term for the governor and deputy governors, and
a Monetary Policy Council (comprising the governor, the two deputy governors, and
three additional members)” (Pagoulatos 2009: 173). Earlier, before securing its full
independence, the BoG gained influence through its participation in the governmental
efforts to achieve the economic stability. The normative framework of the European
single market and the earlier elite networking within the expert community of central
bankers through “numerous informal cooperation practices and networks, cultivating
their mutual relations” are often regarded as important factors for the establishment of
the monetarist paradigm within the Bank of Greece (Pagoulatos 2009: 170). After be-
coming a part of the Euro-system, the BoG focused on the banking supervision as well
as research and information.

Being an agent of the ECB in Greece, the BoG significantly lost popularity, as
it promoted wage moderation and structural reforms, including liberalization and pen-
sion reforms (Pagoulatos 2009: 179-180).

“In other words, the national central banks’s depoliticization, by way of
independence from national governmental political objectives, has sub-
jected it to far greater political controversy than it had ever elicited dur-
ing its long period of supposed ‘politicization’. The answer to this ap-
parent paradox is, of course, that, for all its technocratic robustness,
central banking orthodoxy is not distributionally neutral: it affects so-
cio-economic interests in different ways, it involves gains and losses”
(Pagoulatos 2009: 180).

Second, as in the case of any other member state, the EMU also separated the
‘technical’ monetary policy from the ‘political’ economic policy in Greece. As a result,
economic policy formally remained the competence of the national government. How-
ever, the SGP criteria put serious limitations and pressures of adjustment on the eco-

nomic policy in Greece as its indicators originally diverged from those required in the
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SGP. The efforts to achieve budgetary consolidation resulted in a decrease of the debt
and public deficit levels from 97,8% of GDP in 1995 to 93,9% in 1998 and from -9,7%
of GDP in 1995 to -6,3% in 1998 correspondingly (OECD data). Yet despite all the
efforts, the re-examination of the Greek budgetary deficit by the Commission in 2004
led to the accusations of cheating and formally improving the statistic in order to se-
cure the membership in the Euro-zone (Featherstone/Papadimitriou 2008: 15; Poly-
chroniou 2011: 7). The revision of the calculations by the Greek government in 2002
resulted in significant corrections, where surpluses turned into deficit (Kazakos 2004:
908).

Third, a privatization program was implemented in Greece. According to Lav-
das, the main objective of privatization was dealing with the deficit and public debt in
order to meet the convergence criteria for participation in the EMU. Therefore, it was
not part of the neoliberal policy ideas or party platforms (Lavdas 1997: 202). Kazakos
argues further, “privatization in Greece seemed largely to take place under the confin-
ing condition that it must not disturb significantly the sclerotic and heavily politicised
public-private networks and covert collusions” (Kazakos 2004: 910). It often took the
form of partial privatization where some money was provided to the state, but the con-
trol over a ‘privatized’ company still remained in the hands of the state (Kazakos 2004:
910). Finally, some structural reforms also took place.

Summing up, the requirements of the EMU and the reforms it encouraged chal-
lenged the economic policy model in Greece where the state played a crucial role in
economic growth and economic activity, which was mainly oriented on the domestic
demand. As it was described in the previous chapter, the dominating mode of govern-
ance in Greece was characterized by a strong fragmentation of interest groups and cli-
entelism, with some features of corporatism. This mode did not only persist but, in my
opinion, was even strengthened due to the increase in competition for resources be-
tween the stronger interest groups, especially in the light of the increasing pressures of
economic policy adjustment. Subsequently, the system was biased; benefitting the bet-
ter-organized groups of population with a better access to the decision makers and dis-
advantaging the under-represented, weaker, yet legitimate interests.

The assessment of the scale and depth of reforms vary significantly among the
researchers. For example, Kalaitzidis drew a rather, in my opinion, too optimistic pic-
ture of Greece’s modernization, including “changing from a truly statist society where

the political party dominated the government and produced policies to a more state-
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directed, liberalized, and Europeanized state” with the “economic growth rate signifi-
cantly up”, and “modernization discourse has overtaken the political elites of both
dominant parties” (Kalaitzidis 2010: 176). On the contrary, Featherstone and Papadi-
mitriou while analysing the reform process in two case studies, claim that the achieve-
ments of reforms in both policy sectors were rather limited (Feather-
stone/Papadimitriou 2008: 19; see also Bitros 2013). As a combination of reasons, the
authors mention the bad quality of administration (“institutionally weak government,
with a large, low-skilled, and ill-coordinated bureaucracy”), clientelism, abuse of state
resources by the prevailing interests, corruption, conflicting relationships with the so-
cial partners, and also “a number of embedded values, norms, and practices associated
with the Greek identity” (normative objections) (Featherstone/Papadimitriou 2008).

“The contrasts are stark: unrestrained leadership, but lacking implemen-
tational strength; liberal democratic norms and structures with ‘rent-
seeking’ behavior; social dialogue and distorted interest representation;
and a small state facing daunting external challenges with a domestic
structure not of consensus but of severe conflict” (Feather-
stone/Papadimitriou 2008: 201).

Kazakos also confirms a slow, inconsistent, and fragmented character of structural re-
forms in Greece. Moreover, according to him, “there has been a clear tendency to take
measures that have a lesser impact on well-established interest groups and a greater
impact on outsiders” (Kazakos 2004: 911; see also Matsaganis 2013: 33-34). The au-
thor argues that the absence of strong political and societal coalitions in favour of re-
forms in this period was the main reason for such an inefficient reform process (Ka-
zakos 2004: 911). Generally, along with the stabilization measures, there was little
done to improve the competitiveness of production structures (Frangakis 2012).

Trantidis emphasizes that the reason why all of these reform programs failed
lies in clientelism and “reproduction by adaptation” of Greece’s clientelist system:

“In response to external pressures for reform, politicians in a highly cli-
entelist system will seek to mitigate the cost of its policies on client
groups and will design a reform package that preserves clientelist sup-
ply as much as possible (clientelist bias in economic reform)” (Trantidis
2016: 227).

Therefore, Trantidis explains that measures such as new taxes or general wage freeze
are preferred, as these measures diffuse the costs of fiscal consolidation across the
population (Trantidis 2016: 227). Yet the author admits that ideology and political
miscalculations due to the lack of full information about other actors’ preferences also

play an important role (Trantidis 2016: 227).
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6.2.2. Reform programs after 2010

With the Euro zone crisis of 2010, Greece received the financial assistance in
exchange for implementation of the reform programs offered by the Troika (the Euro-
pean Commission, the ECB and the IMF) in form of the Memorandum of Economic
and Financial Policies (Memorandum). The implementation of these programs includ-
ed austerity measures, such as cuts in wages in the public sector, reduction of employ-
ment in the public sector, general spending cuts (in health, education, and social ser-
vices), cuts in pensions, increase in taxes, extension of the tax base to include unem-
ployment benefits, large family, and non-contributory disability benefits (Frangakis
2013). Moreover, the labour market experienced a strong transformation as the Nation-
al Collective Wage Agreement increasingly lost its validity, and the statist approach
intensified (Bratsis 2010): first, in the private sector, the definition of wages moved to
the industry and firm level, as the wage rates below the ones in the National Collective
Wage Agreement became allowed; and second, the government unilateraly sets the
minimum wage. This development resulted in a 20-50 % reduction in wages in the pri-
vate sector (Frangakis 2013). While the debt cut was completely ruled out as an option
in the first and third Memoranda, partial debt cut was present in the second Memoran-
dum through voluntary participation of the private sector.

The economic crisis was accompanied by a deep political and institutional cri-
sis. While distrust and indifference among the population was growing, the differences
between the two main political parties almost disappeared. The democratic crisis cul-
minated in the letters of intent, which members of the coalition government under the
leadership of Lucas Papademos and the leaders of the two largest parties wrote to the
IMF, confirming the intention to pursue the reforms despite the political pressures. The
crisis of trust and legitimacy of the Greek elites did not appear out of the economic cri-
sis, but the former significantly intensified with the latter (Frangakis 2012; Mylonas
2014; Tsakalotos 2010). This situation “complicates even further the idea of getting
people to cooperate in the making and implementation of decisions” (Martin/Dinas
2010). Additionally, Kritidis mentions de facto censorship in the media that was ena-
bled through the suspension of journalists and the cut of financial loans for the inde-
pendent newspapers (Kritidis 2013).

The budgetary targets set in the Memoranda were often missed, whether due to
the too-optimistic calculations of the Troika or the lack of action by the Greek gov-

(133

ernment. In July 2011, the Ministers within the Eurogroup stated that “‘the responsibil-
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ity for resolving the crisis in Greece lies primarily with Greece’ but they also ‘recog-
nized the need for a broader and more forward-looking policy response to assist the
government in its efforts” (Drossos 2011: 12). The one-sided austerity approach ig-
nores that the deficit problem in Greece is rather due to the missing revenues than high
expenditures (Tsakalotos 2010: figure 5 and 6). It also overlooks that the public em-
ployment was meant to compensate for the underdeveloped welfare state.

“The concrete functioning of the Greek political system ... ended up to
constitute the basic impediment for the national and economic devel-
opment; and not only: it became a vehicle of selling out the country, in
exchange for the ability (of political system) to proceed to material giv-
ing’s in exchange for giving’s in votes. No constitutional or other legal
disposition has imposed this outcome; but not impeded it either”
(Drossos 2011: 27).

6.3. The elite discourse on the EMU in Greece between the years 1997 and 2000:
the contested dominance of the neoliberal competitiveness discourse
6.3.1. Governmental sub-discourse: Simitis government

The discursive period considered in this part of the thesis covers the term of the
majority government of the Panellinio Sosialistiko Kinima (ITaveAAnvio XocloMoTtikd
Kivnua or PASOK) led by Konstantinos Simitis, whose communications are analysed
here. The central topics of the governmental sub-discourse of that time were European
integration, future benefits of the membership in the EMU, and the reforms that were
necessary in order to secure this membership. The EU stimulus reflected in the wish
not to become an outsider in European integration was crucial in the discourse, legiti-
mizing the reforms and attempting to convince the population of the internal necessity
and appropriateness of those reforms. The latter were also presented as an original po-
litical preference, corresponding the Greek interest. Such an approach in the discourse
of the government differed from the previous years of reforms (see Pagoulatos 2001:
199) when significantly more scapegoat rhetoric was employed.

The government communicated an urgent necessity for Greece to remain at the
core of European integration through its participation in the EMU, which was expected
to provide a number of benefits for the Greek economy, including the significant re-
duction of interest rates and a better access to finance for the enterprises, price stabil-
ity, and elimination of the exchange rate risks.

“Secondly, the significant reduction in interest rates, both for invest-
ment and for operational business needs. This reduction will favor pre-
dominantly Greek companies compared to businesses in the other EU
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countries, and much more compared to the third countries.... From the
reduction of cost of interest rates the state will generate significant sav-
ings, estimated at hundreds of billions a year. Therefore, the resources
available for the provision of social and development policy will in-
crease significantly”. Konstantinos Simitis, Prime Minister, 21.12.1998.

Therefore, the government emphasized that the reduction of interest rates would have
advantages for both business activities and the state budget.

Simitis promoted a ‘modernization’ discourse with a bias towards the economic
aspects, while employment and social aspects were slightly less present. His ‘moderni-
zation’ discourse implied stabilization of the economy, reforms in the public sector and
in the tax system. These reforms were argued to target reinforcement of competitive-
ness of the Greek economy, reduction of the tax evasion, as well as the general im-
provement of fairness in taxation (through overall reduction of the tax exemptions). By
elimination of the uncertainties connected to the unstable exchange rates and to the
lack of financing opportunities for the Greek enterprises, the common currency was
also expected to benefit the growth. Therefore, the EMU was described as the answer
to globalization, providing conditions for both growth and social justice.

“The high growth rates in the new environment create a sound surplus,
needed for the expansion of social cohesion and solidarity. Simultane-
ously, the EMU shields and promotes national interests, improving the
new members’ international position. Within the EMU we have a shield
against shocks of globalization”. Konstantinos Simitis, Prime Minister,
9.03.2000.

Within the governmental discourse, the membership in the EMU was constant-
ly equalized with stabilization, stable currency, price stability, and reduction of risks
and uncertainty. In order to address the doubts about the real possibility of Greece’s
accession to the EMU, the representatives of the government often emphasized the
present success of the reforms, which resulted in a drastic reduction of public debt and
inflation.

Considering the issues of democracy and unemployment, the government stood
under a permanent criticism from the opposition due to the aspect of full independence
of the ECB and an absence of the employment criteria among the EMU’s economic
policy criteria. Here, the Prime Minister argued that the European Council ultimately
possesses the competence in definition of the exchange rates. Moreover, he mentioned
a “European commitment to reduce unemployment” and presented harmonization in

this field as ‘work in progress’:
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“Ladies and gentlemen, in Vienna, following the Summit of Portschach,
representatives of the member states decided, first of all, to support the
policy for more employment in Europe and combat unemployment.
There was an agreement on necessity of a European Employment Pact,
but there were differences with respect to the content of the employ-
ment pact and this will be the subject of further meetings. But there was
a determination to reduce unemployment and so, it will be necessary to
implement new policies, particularly the strengthening of infrastructure
and the development of trans-European networks”. Konstantinos Simi-
tis, Prime Minister, 16.12.1998.

6.3.2. Parliamentary sub-discourse: PASOK, ND, SYN, KKE, and DIKKI

To begin with the majority party, the PASOK, the communications of its repre-
sentatives accompanied and strongly converged with the governmental sub-discourse.
Similarly to the governmental sub-discourse, the issue of reduction of the interest rates
and its advantages was the central topic.

“But monetary stability means reducing risk and interest rates. The
drastic reduction in the cost of credit, interest rates on a stable low level
means increased investment, economic growth and job creation. It
means safer and sustainable business environment, it means for the citi-
zen, who now wish a mortgage, a real opportunity to house his family
through getting a cheap loan; it means that an entrepreneur can borrow
at 7% to 6% or less; it means a farmer, especially burdened today, can
claim competitive prices and a higher income.... It means that the ac-
cession to the EMU reduces the public debt service costs, which will
emerge from the reduction and stability of interest rates. For Greece and
the Greeks whose public debt this year reached thirty-seven and a half
trillion drachmas, it is of paramount importance and is directly connect-
ed to the burden on the Greek taxpayers, who pay the cost of govern-
mental borrowing”. Minas Stavrakakis, Rapporteur of the Majority,
17.12.1998.

Moreover, the official position of the party defended the privatizations and policies
oriented to the macroeconomic stability, arguing that the reforms would have to be re-
alized independently from the requirements of the Maastricht Treaty. The party pro-
moted an anti-inflationary approach, and argued that macroeconomic stability would
promote growth. Also, PASOK emphasized the issue of European integration and im-
portance of the membership in the EMU for Greece. Again, the EMU was equalized
with more safety and certainty, improving Greece’s economic position in the world
and providing an opportunity to address the challenge of globalization, especially be-
cause the membership would end the speculations on the Greek currency.

“We live in a global economy where unimaginable volumes of money
are moved around the clock. On the one hand, the national states are
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predictable to some extent in their reactions: there are systems of law,
international organizations, diplomatic consultation channels; but what
provision/guarantee is provided by an individual, registered or anony-
mous speculator against the people, who is exclusively oriented on prof-
it and who is able to move without barriers huge amounts of money, en-
dangering economies, leading to a collapse of economies, leading to
disintegration of social balances, leading to knocking down political de-
velopments in national crises, affecting directly the life of every citizen,
wherever he is”. Minas Stavrakakis, Rapporteur of the Majority,
17.12.1998.

As the opposition often argued that the Greek economy did not actually con-
verge with the other EU members, the issue of convergence was also present in the
sub-discourse of the PASOK. It was claimed that the development of both inflation
rate and public debt in Greece in fact proves the convergence. It was then expected that
the growth rate would increase the convergence even further.

Concerning the social sphere, the party simultaneously promoted the liberal re-
forms in the economic sphere (including privatization, structural reforms, and debt re-
duction) and the triptych “stabilization — development — social justice”, which required
a stronger welfare state and active employment policy. It was also argued that the
common economic policy at the European level should be strengthened:

“The features of economic policy that prevail in the European Union
lack aspects of development policy, employment and redistributive
mechanisms through the Community budget; the existing degree of la-
bor mobility is not sufficient to provide functioning of the EMU pro-
ject”. Minas Stavrakakis, Rapporteur of the Majority, 17.12.1998.

It must be mentioned that the issues of social sphere occupied a much smaller part of
the PASOK sub-discourse. In its communications, the representatives of PASOK often
attempted to marginalize those who were opposing the reforms of the government,
identifying them as “speculators”, “demagogues”, “beneficiaries of protectionism and
clientelism”, “selfish groups in trade unions”, and “underground economy”.

After the elections in 1996, the Nea Dimokratia (ND) became the largest oppo-
sition party in the parliament. The party supported the goal of membership in the EMU
and promoted privatization, budgetary consolidation, structural reforms, and reforms

aimed at reducing the size of the state and the scale of its interventions into economy.

“Ladies and gentlemen, if the reduction of spending and the reduction
of public waste is required, it is also necessary to reduce the actual size
of the state, to take all necessary corrective measures that will enable
the opening of the economy and markets and that will allow Greece to
have a different perspective”. Georgios Voulgarakis, Rapporteur of the
Minority, 17.12.1998.
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Also, in the sub-discourse of the ND, economic aspects were dominant, and the
central topics included the demands of administrative reforms. Therefore, the position
of the ND was actually highly compatible with the policies of Simitis government.
However, the ND criticized the governing party, mainly for not being able to achieve
the real convergence with the rest of the EMU member states, for too late and often
“not sufficient” reforms, as well as for cheating the data in order to achieve the goal of
accession to the EMU. According to the ND, the government failed to prepare Greece
for the years after the accession. Especially, it did not succeed in improving the com-
petitiveness of the Greek economy.

“The competitiveness of the Greek economy lags dramatically. In a re-
cent report of the World Economic Forum Greece is ranked forty-fourth
from a list of fifty-three countries. The productivity of the Greek econ-
omy is moving steadily below the European average, 1.5% to 1.9% in
Greece, 4% in Ireland and 2% in Portugal. Of course there is an index in
which Greece is ahead. It is the last indicator used too much in the liter-
ature, it is the index of misery. One indicator represents namely a com-
bination of inflation, income and unemployment all together. In this
Greece is indeed ahead”. Georgios Voulgarakis, Rapporteur of the Mi-
nority, 17.12.1998.

The ND recognized a tax reform and action against the tax evasion to be urgently nec-
essary for strengthening the Greek state. In this context, the social aspects were gener-
ally reduced to expressing concerns of high unemployment and stagnating wages.

There were three smaller oppositional parties in the parliament — the Synaspis-
mos Rizospastikis Aristeras (Zvvaomiopnog Piloonactikng Apiotepdg or SYN, later
SYRIZA), the Communist Party of Greece (Koppovviotikd Koppa EALadag or KKE),
and the Dimokratiko Koinoniko Kinima (Anupoxpatiké Kowvwvikd Kivnua or DIKKI).
All three parties generally expressed a critical position towards European integration
that was also reflected in their attitude towards the membership in the EMU. Moreo-
ver, in the discourse of these actors, economic and social aspects were better balanced
than in the discourse of the two dominating parties.

The main point of criticism by the SYN was the existing asymmetry of eco-
nomic and social policies in the EMU:

“The EMU, which is being built in Europe, is a problematic EMU. It is
EMU made in opposition and not by accommodating the demands of
the left for a social Europe. It is a monetary union socially handicapped
and institutionally misbalanced. Socially handicapped, because it is
based solely on monetary and fiscal criteria. It is an edifice of a differ-
ent era, neoliberal inspiration, but had the support, the acceptance and
approval of the European social democrats, that today are concerned
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about the unemployment. It left outside every social and developmental
criterion. And when the Coalition was trying to propose just the necessi-
ty to broaden the criteria, we faced a wall of opposition”. loannis Dra-
gasakis (SYN), 17.12.1998.

The party expressed social, democratic, and economic concerns linked to the govern-
mental policies and the goal of membership in the EMU. First, it questioned the nomi-
nal convergence principle, which, according to the members of the party, would lead to
the redistribution of income and result in deficits of social policy. Second, representa-
tives of the SYN argued that not only did the government act outside the democratic
institutions, rejecting the parliamentary debate on convergence program, but it also
implemented a budget that ignores the needs of society. Third, the governmental stabi-
lization policies were criticised for disregarding the unemployment problem, for their
inability to solve the issue of external debt, and for achieving the decrease of inflation
by the means of reducing the wages. Emphasizing the lack of action by the government
in the domain of tax policies, the SYN argued that such inaction resulted in the persis-
tence of the regressive and unfair tax system. As an alternative, the SYN promoted
economic policies that aimed at growth and employment, raising productivity, and
structural reforms. Generally, the party claimed that Greece is not prepared to become
a member of the EMU:

“The Greek society enters the EMU with massive and chronic unem-
ployment; with an anachronistic administration; a huge, yet nonexistent,
state; with widespread corruption; with expanding criminality of a new
type; with a public health and education system that is in stagnation;
with an unfair tax system, costly and inefficient”. Ioannis Dragasakis
(SYN), 17.12.1998.

Additionally, members of the SYN claimed that the large trade deficits and high levels
of public debt would cancel out the possible benefits of the membership in the EMU.
For example, the anticipated reduction of the interest rates would have a negative ef-
fect on the Greek economy in the long run.

The KKE criticised both the Greek government and the European framework
for promoting the interests of the owners of a large capital. The party’s further con-
cerns included the regressive and unfair tax system, as well as the degradation of the
agricultural sector of economy, resulting from the governmental policies. Austerity and
the unique focus on competitiveness were described as unfair and unable to provide
growth.

“And the state budget is deeply a class one, it is a budget of harsh uni-
lateral austerity, intensifying poverty for many, strengthening and en-
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larging the wealth of the few. It is a budget imposing taxes on the peo-
ple, ensuring profits for the plutocracy; socially unjust for the poor and
middle class, devastating for the economy and the country”. Nicolaos
Gatzis (KKE), 17.12.1998.

The actual problems of the Greek economy have been described as a decline of pro-
duction and high levels of public debt. Additionally, according to the KKE, Greece
suffered under high unemployment and unfairly low labour costs. Similarly to the
SYN, the KKE emphasized the bias of the economic policy against social policy at the
EU level where social aspects are neglected as a criteria of development:

“Development criteria should be the type and the size of employment
and unemployment, increase of income and living standards of the peo-
ple, education, health, welfare, creation of better conditions of work and
residence of our people, protection of environment etc.” Nicolaos Gat-
zis (KKE), 17.12.1998.

Finally, the KKE demanded public investments in education, manufacturing, health,
and welfare that were considered essential for economic development.

The DIKKI casted doubt on the future of the EMU, which lacked a robust polit-
ical structure:

“The first observation is that for the first time in the World history,
there is an experiment to create a currency not backed by some form of
structured political power.... It is an example, for the first time in the
World history, of circulation of money without pre-existing structured
political power that supports it. And this is an uncertain future for the
Euro by today's standards.... The question is, what happens when there
are dilemmas. And dilemmas are always solved by the political power;
depending on what goals it seeks to achieve. Controlled inflation and
economic growth to reduce unemployment or monetary stability, eco-
nomic stagnation and rising unemployment?” Anastasios Intzes
(DIKKI), 17.12.1998.

The representatives of this party accused the government of failing to prepare a pro-
gram for economic development, and simply implementing austerity instead. The latter
was described as anti-labour and unable to ensure the real convergence with the rest of
the EMU member states. The DIKKI argued that the government shifts the burden of
adjustment on to the low-income population. Finally, the members of the party specu-
lated about whether or not Greece would be able to achieve the goal of membership in
the EMU, as the requirements of budgetary consolidation and public deficit had not
been fulfilled.
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6.3.3. Sub-discourse of the Bank of Greece

The communications by the Bank of Greece (BoG) were focused on the aspects
of economic policy and provided some additional explanations of the central features
of the EMU. The key topic was the encouragement of structural reforms, price stabil-
ity, and budgetary consolidation. Also, the BoG promoted privatization and an increase
in labour market flexibility. As the EMU would increase the competition, the institu-
tion urged the policy-makers to increase the competitiveness of the Greek economy,
ensuring macroeconomic stability and a real convergence:

“The pivot of the appropriate strategy for achieving sustainable and rap-
id growth within the euro area should be further strengthening of the
Greek economy’s international competitiveness. This can and must be
achieved by completing fiscal consolidation and implementing structur-
al reforms aimed at improving productivity and efficient functioning of
the markets. To this end, a number of specific and difficult structural
problems must be tackled. These relate to: social security system in
view of unfavorable demographic trends; remaining rigidities in some
markets, including the labor market; inefficiencies in public administra-
tion; and inadequacies of the educational system”. Lucas Papadimos,
Governor of the Bank of Greece, 19.11.1999.

In the sphere of taxation, a representative of the BoG advised a tax reform (in order to
prevent the flow of capital to the lower tax countries) and implementation of measures
against the tax evasion.

“Tax reform is also needed to alleviate the tax burden, particularly, alt-
hough not exclusively, on wage earners and to bring the tax structure in-
to the line with that in the euro area, thereby preventing the movement
of capital and labor to lower-taxed areas”. Nicholas Garganas, Deputy
Governor of the Bank of Greece, 18.09.1999.

According to the BoG, membership in the EMU would bring stability to Greece as
well as stimulate deregulation and withdrawal of the state from the economy of the
country. The institution promoted the idea that inflationary policies do not deliver
growth and that monetary policies are generally growth neutral. Nevertheless, it argued
that the stability-oriented policies would promote growth. It was emphasized that the
membership in the EMU would provide the Greek companies with a better access to
finance, stimulating trade and investment. However, high levels of unemployment and
of public debt (despite a positive development) remain an obstacle on the way to the
membership in the EMU.

According to the governor of the BoG at that time Lucas Papadimos, independ-

ence of the ECB is crucial, but the latter is also committed to transparency, accounta-
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bility, and inter-institutional communication. Moreover, growth and high levels of em-
ployment were claimed to also belong to the objectives of the ECB:

“Price stability is not, of course, the only important economic policy ob-
jective. Attaining sustainable and non-inflationary growth and a high
level of employment are other important goals. The ECB is required to
support the general economic policies in the Community and to contrib-
ute to the achievement of these goals, provided that price stability is not
jeopardized. In my view, the maintenance of price stability and the at-
tainment of sustainable growth and high employment are not conflicting
but complementary objectives in the long run and, in general, over the
medium term as well”. Lucas Papadimos, Governor of the Bank of
Greece, 22.04.2002.

6.3.4. The Greek trade union association: the General Confederation of Greek Work-
ers (GSEE)

The General Confederation of Workers (GSEE) demanded from the govern-
ment strengthening of employment policy. The organization generally expressed a pro-
integration position, although it simultaneously criticised some of the features of the
EMU, such as the absence of employment as a convergence criteria. It forcefully re-
jected the idea of multi-speed integration in the EMU, fearing the downgrade and
negative consequences for the Greek economy. The GSEE generally supported the pol-
icies of low inflation, macroeconomic stability, and structural reforms but opposed pri-
vatization, further increase in labour market flexibility, freeze of purchasing power,
and abandonment of the autonomy of collective bargaining.

In fact, the GSEE expressed great concern that the EMU enforces decentraliza-
tion of bargaining. The GSEE was alarmed about the high pressure to increase the flex-
ibility of the labour market in the EMU:

“Due to the requirements of integration into the EMU and the common
currency in terms of nominal convergence of the economies, current
development in the employment sector proves the bias towards con-
stantly increasing its flexibility. It is expected that the policies of flexi-
bility of the labor market and further reduction of labor costs will take
place and will be intensified in the countries, like Greece, trapped in the
common currency with low levels of competitiveness, and qualitative
indicators of its development will be deprived of the possibilities to in-
tervene with the policies of exchange rate tricks, aiming at the boost of
competitiveness of the national products”. INE GSEE, June 1998.

The organisation insisted on the view that the Greek labour market has already been

flexible, and despite continuing efforts to make it even more flexible, the Greek econ-
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omy did not achieve the goal of stronger competitiveness, and unemployment actually
increased.

According to the GSEE, the EMU incorporates the bias of competitiveness
against growth and the bias of the economic policies against the social policies:

“The Maastricht Treaty setting the conditions for the path to the Eco-
nomic and Monetary Union reproduces the central philosophy of the
Community project, which aims to achieve economic goals, by respec-
tively downgrading its policy towards the social factor....

The adherence to the requirements of economic convergence by the def-
inition of national policies for achieving the objectives of the EMU is
dominated by neoliberal-inspired options, combined with the narrow
focus on the concept of competitiveness that is interpreted in essentially
unilateral perception of the need to reduce the labor costs”. INE GSEE,
June 1998.

Therefore, it was argued that the strict application of the SGP criteria would inevitably
lead to a recession. Moreover, the organisation criticised the unfair distribution of the
burden of economic adjustment. The GSEE promoted deepening of integration and in-
troduction of a social agenda and social dialogue at the EU level, as well as European
industrial policies. It also emphasized the necessity of democratization, especially

through increasing the role and responsibility of the parliament.

6.3.5. The Greek employers’ association: the Hellenic Federation of Enterprises (SEV)

The Greek employers’ association, the SEV, emphasized that Greece should be
at the core of European integration, and therefore greater reform efforts would be nec-
essary in order to secure the membership in the EMU. The SEV claimed that not being
able to join the EMU would have serious negative consequences for Greece, including
the decline of living standards, future currency crisis, and a decrease in competitive-
ness of the Greek economy:

“Summing up, failure of the country to integrate in the EMU means au-
tomatically its degradation from what it is today — an equal member of
the Union — to a second class member having some kind of special rela-
tions... That is why a final effort is necessary based on the right estima-
tion of risks and benefits, taking up responsibilities and adjusting be-
haviors to the needs of our time”. SEV, June-July 1998.

The EMU is presented as being beneficial for economic growth and a great opportunity
for the Greek enterprises in terms of trade and financing due to elimination of the ex-

change rate risks and reduction of interest rates. Moreover, at the national level, the
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membership in the EMU was expected to establish strict fiscal policy, de-regulation,
and a reduction of state interventionism.

Yet it was argued that the success of the Greek economy would depend on
competitiveness in the circumstances of increased competition within the EMU. Con-
sequently, the measures enhancing competitiveness, including structural reforms and
labour market flexibilization, were recommended by the SEV. According to the organ-
ization, the reforms should be aimed at modernization of the Greek economy and soci-
ety. Simultaneously, a series of persistent problems were identified, including public
debt, administrative barriers, state interventionism, and delayed industrial develop-

ment.

6.3.6. Summarizing the discourse analysis

This period of analysis proves the existence of a dominating and an alternative
discourses in Greece in the period between 1997 and 2000. Powerful actors, including
the majority government party PASOK, the biggest opposition party ND, as well as the
BoG and the SEV, shared the dominating discourse. Three small parties in the parlia-
ment (the SYN, the KKE, and the DIKKI) as well as the GSEE embodied the alterna-
tive discourse.

The dominating discourse coalition generally promoted neoliberal reforms and
pointed out the necessity to increase the competitiveness of the Greek economy
through the policies of macroeconomic stability, including austerity, privatization,
structural reforms, liberalization, increase in flexibility of labour markets, and tax re-
form. All the actors from this group shared the assumption that stability would lead to
growth. Simultaneously, all actors of the dominating discourse coalition, with the ex-
ception of the SEV, recognised unemployment levels to be problematic. Yet there cer-
tainly was some discord among the representatives of this discourse coalition. First, the
PASOK and Kostas Simitis government promoted liberal reforms partly using the
rhetoric of the left. Their discourse claimed growth, social justice, and stabilization to
be the ultimate goals and emphasized the future perspective of profitable conditions for
the state investment into social policies. Second, while promoting the same reforms,
the other actors of this discourse coalition demonstrated some distrust towards the gov-
ernment’s ability to succeed with the reforms, and each of them identified some prob-

lematic issues where more reform efforts would be required.
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The alternative discourse challenged the assumption that the reforms for mac-
roeconomic stabilization actually promote growth. The actors from this discourse coa-
lition constantly emphasized the bias of economic aspects of the EMU, especially the
pressures of unilateral convergence, against the social policies. In this context, the ac-
tors generally recognised the necessity to reform and reduce the public debt. Yet it was
argued that the reforms should focus on promotion of economic growth. High unem-
ployment rate was one of the central topics within the alternative discourse where ac-
tors demanded active policies from the government for increasing employment. Also,
it was claimed that the reform of the “regressive and unfair” tax system was urgently
needed.

Summing up, the central points of contestation between the two coalitions in-
cluded the real effects of budgetary austerity and of liberalization of economic policies.
The policies to increase competitiveness as the primary policy goal were contested as
well as the assumption that stability automatically leads to growth. Finally, the bias of
the EMU towards the economic policies was also a topic of discussion, as the actors of
the dominating coalition emphasized universal benefits of the membership. Yet despite
the strong difference in some definitions and policy goals, there was an agreement in
identification of some problems across the discourse coalitions. The absolute majority
of the actors recognised that the high level of unemployment is a problem of the Greek
economy that must be solved. The actors also agreed on the necessity to reduce the
public debt and implement a tax reform. However, the ideas of how to approach these
issues often diverged significantly.

Concerning the groups of population represented by each discourse coalition,
the government and PASOK often argued in the interest of Greece or the Greek econ-
omy, Greek citizens, labour, and business, as well as the “future generations”. It was
characteristic for the governmental discourse to present the membership in the EMU as
beneficial for all citizens. The other members of the same discourse coalition often
mentioned people or citizens and the Greek companies (business). The second dis-
course coalition, representing the alternative discourse, presented itself as defending
the interests of society, people, labour, and the low-income part of population.

From a democratic perspective, discourse in Greece proved the existence of a
stronger social conflict and stronger scepticism than in Germany (in both periods).
This is reflected in the fact that the domestic discourse clearly provides two alternative

policy concepts on the same matter and therefore a persistently high degree of contes-
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tation. Although the economic problems are identified similarly across the actors, there
was no consensus on a possible way to solve them. Moreover, despite the goal of
membership in the EMU (which implies the implementation of the SGP), the govern-
ment and PASOK sometimes described the liberalization policies and austerity
measures as a temporary necessity rather than a long-term political commitment. Both
these aspects, the existence of a significant alternative discourse and some variations
within the governmental sub-discourse, certainly raise the question of the future legit-
imacy of the EMU framework and its concrete implementation in Greece.

In spite of the existence of an alternative discourse in Greece, this discourse
was not compatible with the existing framework of the EMU (and, as the dominating
discourse claimed, European integration in general). The goal of membership in the
EMU and its requirements strengthened the reformers in Greece, and indeed a number
of reforms could be implemented that would probably not be otherwise realized (or at
least would have to face stronger resistance). Therefore, the reforms were at least part-
ly legitimized by the positive expectations from the membership in the EMU and the
EU (future output legitimacy). This aspect also challenges the long-term legitimacy of
both the EMU and the EU because if the expectations behind the future output legiti-
macy were not fulfilled, legitimacy can be endangered in times of economic hardship;
and the policy preferences of the population can change beyond the norms within the

EMU.
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Table 6: Discourse analysis in Greece, 1997-2000

gov
PASOK
ND
SYN
SEV

Problem of unemployment

Reduction of public debt

Tax reform

Structural reforms

Flexibility of labor market

Privatization

Budgetary austerity™

Liberalization of economic
policies*

Increase in competitiveness
as primary goal*

Stability promotes growth*

Active promotion of growth

L IR

Active employment policies

x§§\ N SKKIKIKKKR[R Simitis
t BB VA VIR NANANANANA VA VAN
X xx< K SNKKKKKS
R % % %00
R % % %x%x00 K KKE
NN ¥ % %% NN\ DIKKI
X< K KKKKKKKNK BoG
RN % % %0 % %< <SS GSEE
X< K SNKKKKKS

Bias of economic vs. social*

v - agreed/ promoted; ¥ - disagreed/ rejected; © - not central/ absent. Points with * - issues of
main contestation.

6.4. The elite discourse on the EMU in Greece between the years 2010 and 2015:
enforced contestation and the failed dominance of the neoliberal competitiveness
discourse in the times of crisis

The second period of analysis, the years between 2010 and 2015, is the period
of the Euro zone crisis, which directly affected Greece. It resulted in high political tur-
bulence in this country where three early general elections took place and four gov-
ernments changed within five years. Additionally and not surprisingly, discourse of
some domestic actors experienced serious transformations during this period. There-
fore, sub-discourses of four Greek governments are scrutinized in this chapter. First,
there was the majority government of PASOK led by Giorgos Papandreou, resigning
and being replaced by an interim government in November 2011. Second, the interim
government was created as a coalition government under the leadership of Loukas Pa-
padimos, which included the PASOK, the ND, and the Laikos Orthodoxos Synagermos
(Adikog OpBodo&oc Zuvayepuodg or LAOS). After the resignation of the Papandreou
government, the early elections had been scheduled for May 5, 2012, and they had to
be repeated on June 16, 2012 (after the attempts of the ND and SYRIZA to build a coa-
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lition government failed). After the double elections, the next government was created
by the coalition of the ND, the PASOK, and Dimokratiki Aristera (Anpokpotikn
Aptotepd or DIMAR) where Antonis Samaras (ND) gained the post of the new Prime
Minister. Finally, after another early elections on January 25, 2015, a coalition gov-
ernment was created, and this time it consisted of the SYRIZA and Anexartitoi Ellines
(AveEdptntor ‘EAAnveg or ANEL). Alexis Tsipras (SYRIZA) led this coalition gov-

ernment.

6.4.1. Governmental sub-discourse: Papandreou government

The PASOK majority government came into power after the elections of 2009
and resigned in November 2011. Communications of the Prime Minister Giorgos Pa-
pandreou and of the Minister of Finance Giorgos Papakonstantinou reflected the offi-
cial position of this government. In June of 2011, Evangelos Venizelos became the
Minister of Finance, and his communications were also included in the analysis below.

The governmental sub-discourse of the Prime Minister Papandreou was filled
with drama and appeals to patriotism of the Greek citizens:

“The battle being fought is for the survival of Greece. This battle is not
the battle that the Prime Minister or his government will win or lose.
This is the battle that we either all win, all of us together — or we all sink
together”. Giorgos Papandreou, Prime Minister, 11.09.2010.

This sub-discourse went through two phases. In the first phase, it focused on the rea-
sons for the crisis and necessity of reforms. The crisis was mainly defined as the crisis
of credibility caused by the excessive budgetary spending and by “the problems of the
Greek state”, including clientelism, corruption, patronage, and poor administrative ca-
pacity.

“Let me quote what I said a year ago in a speech to bankers in Vienna.
I said: “The Greek economy is not a poor economy. It was a misman-
aged one”. And if I translate that to the current reality, it meant a politi-
cal system built on clientelism, patronage, inequality and injustice, cap-
tive to special interest groups with special privileges, and along with it a
huge, over-centralized, inefficient and bureaucratic state, lacking trans-
parency, meritocracy and accountability”. Giorgos Papandreou, Prime
Minister, 17.05.2011.

Subsequently, the government proposed the reforms of “revolutionary character” (Pa-
pandreou, 17.09.2011), which were aimed at revival of the Greek economy in a “so-
cially fair manner” (Papandreou, 2.05.2010) and would eliminate the perspective of the

future state bankruptcy. The original list of reforms promoted by the government in-
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cluded austerity, structural reforms, privatization, and financial market regulation. Alt-
hough the adopted austerity measures were described as hard and painful for the citi-
zens, according to the government, it would be crucial to implement them:

“I know that with the decisions made today our citizens must suffer
greater sacrifices. The alternative however would be catastrophe and
even greater suffering for us all. This is why we have decided not to
back out. This is not a pleasant decision for me or for anybody. We are
here however to take the correct decisions for our country. This was and
remains our responsibility”. Giorgos Papandreou, Prime Minister,
2.05.2010.

However, acknowledging the hardship of reform, the government committed itself to
distributing the burden of the economic adjustment fairly.

The minister Papakonstantinou emphasized the severity of the Greek budgetary
problems, stating that the state is nearly bankrupt. According to him, if bankruptcy
would really happen, it would trigger decades of recession and impoverishment. Con-
sequently, the Memorandum program was presented as a better alternative to the bank-
ruptcy and a great act of European solidarity. The choice presented to the public was
one of either implementation of the Memorandum reforms or exit from the Euro zone
and recognition of the state bankruptcy.

“The final result of rejecting the package of October 26th, either by ref-
erendum, or by elections, or through parliament, or due to not being
able to implement it, — would mean abandoning the Euro. The non-
implementation of the package would mean, quite simply, ‘out of the
Euro area’, we must comprehend this and make everyone aware of
this”. Giorgos Papandreou, Prime Minister, 3.11.2011.

The Prime Minister repeatedly appealed for a cross party collaboration that would ena-
ble an effective resolution of the crisis and provide credibility of commitment to re-
forms:

“Right from the beginning of this effort, I have stressed the importance
of collaboration and done my utmost to engage all the parties. I genu-
inely believe in collaboration. First, because now it is not the right time
for a conventional opposition politics. Now it is not the right time for
superficial politicking. Secondly, because in this Herculean effort we
will be stronger and we will succeed faster if we work together in a spir-
it of national solidarity. It is one thing for the Government to fight with
a broader consensus, and another thing for the government to be sys-
tematically attacked for reasons of petty politics. Thirdly, because right
now Greece needs to demonstrate the broadest possible unity, decisive-
ness and seriousness to the rest of the world. We must show that we can
be different, without being enemies. We must show that the national in-
terest is what unites us”. Giorgos Papandreou, Prime Minister,
27.05.2011.
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In the period between September and November of 2011, both the pressures of
the Troika and social pressures grew, and the necessity of the parliamentary voting on
the second Memorandum approached, shifting the focus of the governmental sub-
discourse towards democracy and the possibility of referendum:

“In a democracy, political parties and the representatives of citizens rep-
resent the supreme expression of popular will and sovereignty. This is
unchangeable as a principle. It is also a supreme democratic function to
enable the will of each citizen to be submitted in a primary, authentic,
direct and binding fashion.... That is what the referendum is, dear
friends, where the citizen is called upon to voice a clear ‘yes’ or a clear
‘no’. We must go to referendum for this new agreement. We must ask
the Greek people to decide”. Giorgos Papandreou, Prime Minister,
31.10.2011.

Papandreou declared the primacy of the democratic principles in Greece, and that Eu-
ropean partners must respect the democratic right of the Greek population. However,
the government also proposed an alternative to referendum — inclusion of political ac-
tors and achievement of a consensus with the opposition:

“So we have a dilemma — true consensus or referendum. As I said yes-
terday coming out of the meeting, if there were consensus we would not
organize a referendum. In the meeting this was stressed repeatedly. |
said that “if the opposition comes to the table to agree on the agreement
we do not need a referendum”. I also said that elections would be a
third, though harmful solution”. Giorgos Papandreou, Prime Minister,
3.11.2011.

Simultaneously, the criticism of financial markets and rating agencies came in-
to the spotlight in the second phase of the governmental sub-discourse. The govern-
ment pointed out the necessity to regulate both of them. Also, the definition of crisis
shifted from being uniquely a problem of Greece to being a European problem. The
government began to defend an overall debt reduction, interest rate reduction, and

longer time periods for serving the debt.

6.4.2. Governmental sub-discourse: Papadimos interim government

The coalition government formed by the PASOK, the ND and the LAOS was
created after resignation of the PASOK majority government in November of 2011.
This coalition governed the country until the next elections in May of 2012. Mainly
communications by the Prime Minister Loukas Papadimos, who is a former governor
of the Bank of Greece and did not formally belong to any political party, are consid-

ered in the analysis below.
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During the six months of the interim government, the discursive focus again
shifted towards the economic reforms. This government described its goals as achiev-
ing the restoration of Greece’s credibility and international prestige, the revival of its
economy, as well as the strengthening of national and social cohesion.

Papadimos identified the accumulation of high debt, budgetary deficit, and loss
of competitiveness as the main reasons for the crisis and suggested dealing with these
issues through structural reforms, fiscal consolidation, and the strengthening of coun-
try’s exports. The government argued that the reforms should target the restoration of
confidence in the Greek economy and enhancement of its competitiveness. However,
Papadimos also acknowledged that the decrease in incomes of Greece’s trading part-
ners challenged the attempts of export re-orientation of the Greek economy. Therefore,
he argued, fiscal consolidation should be combined with the measures promoting
growth.

“Today’s financial crisis and concomitant uncertainty, as well as the
generalized endeavor to push through fiscal consolidation elsewhere in
Europe, have hit the incomes of our trading partners, thereby frustrating
our efforts to return to growth by boosting exports”. Lucas Papadimos,
Prime Minister, 6.12.2011.

“Now for Europe in general, the implementation in a number of coun-
tries at the same time of fiscal consolidation measures implies, of
course, a combined adverse effect on economic activity. The answer to
this, in my view 1is to try to combine the necessary actions in order to
achieve, to return rather, to prudent fiscal policies, with other measures
that can help to foster economic activity”. Lucas Papadimos, Prime
Minister, 15.01.2012.

6.4.3. Governmental sub-discourse: Samaras government

After the elections of June 2012, the coalition of the ND, the PASOK, and the
DIMAR emerged as a government led by Antonis Samaras (ND). This government
lasted until the next early elections in January of 2015. The communications by the
Prime Minister Samaras and by the Minister of Finance Giannis Stournaras (until June
of 2014) have been analysed as representative for this government.

By the time this government emerged, the second Memorandum had already
been adopted by the parliament (mid-February, 2012). In essence, the new government
continued the discourse of the previous government. It promoted modernisation and
implementation of in-depth reforms in the Greek economy. The Prime Minister Sama-

ras described Greece as the last “soviet economy”, “Jurassic Park with ancient dino-
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saurs”, and “stuck in the Middle Ages” (Samaras, 12.07.2014). Stournaras argued in
favour of introducing a new production model in Greece, one oriented on export in-
stead of the previous one, which was based on consumption. Thus, the government fur-
ther argued for reforms focused on enhancing the competitiveness of the Greek econ-
omy. Additionally, it was pointed out that the liquidity of Greek banks must be re-
stored through their re-capitalization, as this would be another factor enabling the fast-
er recovery of the real economy.

Although austerity measures were generally defended, it was stated that austeri-
ty contributed to the recession, and therefore it had to be balanced with the measures
supporting the economic recovery:

“The economic policy mix can therefore be changed: we do not have
only austerity leading to persistent deficits and even greater frugality.
We have measures that balance the cuts, which again put the economy
to work, relieving the society, encouraging restart of our production ac-
tivity”. Antonis Samaras, Prime Minister, 17.04.2013.

It was emphasized that the so-called “relief measures” would not contradict the poli-
cies of macroeconomic adjustment but rather support the society and economy. In this
context, consolidation and recovery were meant to proceed in parallel:

“A valuable lesson: that consolidation and recovery go together! They
can go together. They must go together.... The adjustment and the re-
structuring do not need to dismantle the society in order to ‘clean up’.
They can be combined with recovery measures. Or at least with
measures that balance the recession and alleviate from its effects...” An-
tonis Samaras, Prime Minister, 17.04.2013.

Therefore, this government demanded implementation of both types of policies — tar-
geting financial stability and growth.

This government also recognized the hardship of reforms for the population of
Greece but claimed that an alternative to the measures would be a much worse disaster,
leading to international isolation, bankruptcy, and inevitable return to the former Greek
currency — Drachma. It presented the choice between stabilization of the economy and
democracy and bankruptcy accompanied by social explosion. The higher levels of tax-
ation as well as cuts in wages and pensions were described as necessary temporary
measures, which would be reversed once the Memorandum was implemented and the
goal of the primary surplus was achieved. Although the government reinforced the ne-
cessity of further reforms, a significant part of its sub-discourse emphasized the posi-

tive development and perspectives of the bright economic future for Greece.

187



6.4.4. Governmental sub-discourse: Tsipras government

In the early elections of January of 2015, SYRIZA gained 149 seats (out of
300) in the Greek parliament and got an opportunity to build a government together
with the ANEL (13 seats). In order to be able to assess the continuity in the sub-
discourse of the SYRIZA, statements of the Prime Minister and the leader of this party
Alexis Tsipras have been analysed below.

The SYRIZA known for its open opposition to austerity and the Memoranda
programs formed a government shortly before the negotiations of the third Memoran-
dum. Nevertheless, its discourse essentially remained the same compared to the previ-
ous years when the party was among the parliamentary opposition. Communications
by the Prime Minister Tsipras still proved to have a strong emphasis on democracy and
sovereignty. He demanded restoration and deepening of democracy as well as Greece
to become an “active protagonist”, an independent and equal partner in Europe:

“Greece remains at the center of the international interest, but this time
in a positive way. As a protagonist and not as a supporting character. In
the negotiations that finally began, Greece is tabling proposals. It does
not accept commands”. Alexis Tsipras, Prime Minister, 8.02.2015.

The new government urged to end the austerity, find a comprehensive solution to the
debt problem, restore the social justice and labour rights, and implement the measures
increasing competitiveness (based on innovation and production of high quality
goods). The idea of fiscal balance and balanced budget was generally supported, but it
should not be implemented through unilateral austerity. Also, the government promot-
ed radical reforms of the Greek state, including measures against corruption, waste in
the public sector, abolition of privileges for public employees, and more justice in the
tax system. Additionally, the demands of payment of compensation for the Nazi occu-
pation of Greece in World War II from Germany also represented an important part of
the governmental sub-discourse.

It has been repeatedly emphasized that the Greek crisis requires a European so-
lution. According to the Prime Minister Tsipras, Greece remains part of Europe, but

the latter is not uniform and is characterized by ideological differences.
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6.4.5. Parliamentary sub-discourse: PASOK, ND, SYRIZA, KKE, ANEL, Chryssi Avgi,
LAOS, and DIMAR

The PASOK formed a majority government until November of 2011 and par-
ticipated in both coalition governments between 2011 and 2015. Although the party
has been one of two dominating parties for the whole period since the beginning of the
Hellenic Republic, it drastically lost the electorate during the period of analysis, from
43,92% in the elections of 2009 to 4,68% in 2015.

Within the PASOK the crisis has been described as a European problem, and its
durability was explained partly by the “persistent economic nationalisms in Europe”
(Venizelos, 7.11.2012). Its sub-discourse was contradictive because on one hand its
members tried to convince the public of the necessity to implement the reforms, and on
the other hand, they emphasized the negative consequences of the measures. Structural
reforms were generally encouraged, but from the end of 2011, austerity and Memoran-
da policies were claimed to lead the country into a deep recession, causing dramatic
levels of unemployment. Yet it was argued that there would be no reasonable alterna-
tive to implementation of the Troika conditionality, except for the option to leave the
Euro area and declare the bankruptcy.

“The prevailing European policy is certainly shortsighted and wrong. It
is a punitive policy in relation to the countries that did not implement
countercyclical policies. That had not cut their deficits and did not make
their debt sustainable in the period of high growth. Now, they impose
on them, with the top example of Greece, but not just Greece, Spain,
Portugal, Italy, Cyprus, all countries, France itself, the application of
hard Troika policies that deepen the recession because they require a
rapid reduction in deficits in the periods of recession. But, unfortunate-
ly, this is the current European policy and those are the only sources to
finance deficit and the only safe debt restructuring process”. Evangelos
Venizelos (PASOK), 7.11.2012.

The leader of PASOK emphasized that political stability is essential for economic re-
covery. Finally, similar to the ND, there was a promise that once the primary surplus is
achieved, redistribution to low-income population will be pursued.

The ND was an oppositional party until November of 2011 and became part of
the coalition governments between 2011 and 2015. Also the ND lost part of its sup-
porters, but far less than the PASOK. In 2015, the ND was still able to gain 27,81% of
the votes. The position of the party evolved from rejecting the Memorandum program
in 2010-2011 to generally supporting the policies in 2012. Originally, the party

claimed that the Memorandum program would inevitably result in a severe recession.
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It criticised the PASOK government for decreasing the role of the parliament in the
process of crisis management and accepting everything proposed by the Troika without
reservations or any attempt to promote its own initiatives. Yet the ND itself belonged
to the strong apologists of privatization and budgetary consolidation:

“You know already what we are voting for. We are voting for the sec-
tion to curb spending that coincides in many points with our proposal.
This should have been done last year. Addressing excessive spending.
Not to impose sacrifices only to the weak with horizontal cuts. Also, in
the privatizations we will be particularly supportive, if the final deci-
sions of course are taken transparently and with respect to the invest-
ment dimension. Meaning, not solely motivated by revenue-panic and
in any case, of course, the sellout”. Antonis Samaras (ND), 30.06.2011.

Although the party originally demanded lower levels of taxation, it later defended the
increase in taxation as a necessary temporary measure.

The Coalition of the Radical Left SYRIZA managed to win the electorate and
experienced an increase from 4,60% of votes in 2009 to 36,34% in 2015. Subsequent-
ly, from being a small opposition party before 2015, it succeeded in creating a gov-
ernmental coalition with the ANEL that year. As an opposition party, the SYRIZA cat-
egorically rejected the Memoranda programs: the measures were described as hard,
unjust, and inefficient. According to the party’s position, the measures lead the country
into a deep recession, cause humanitarian crisis, and finally make future bankruptcy
unavoidable. The SYRIZA protested against the degradation of the parliamentary pro-
cess expressed in the urgent parliamentary procedure and decisions adopted under high
time pressure:

“The Prime Minister does not come to the Parliament to answer the
questions that I submit to him. The Ministers devalue questions of op-
positional MPs. The Parliament has been transformed into an industry
of voting bills that come the last day, are not produced in the offices of
Ministers, as Minister had stated in the government six months ago.
They bring them ready and blackmail for them to be adopted”. Alexis
Tsipras (SYRIZA), 15.09.2013.

On the contrary, it was emphasized that the development of political system and deep-
ening of democracy would be crucial in the circumstances of the crisis:

“Our commitment towards the Greek people is hard renegotiation, the
claim of the occupation payment, a plan to address the humanitarian cri-
sis, the design of production reconstruction, the change of the political
system and democratization”. Alexis Tsipras (SYRIZA), 15.09.2013.

The party continuously demanded new elections and a referendum on the issues of cri-

sis management. Its central proposals aimed at solving the crisis included placing a
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heavier burden on the wealthy private sector, adopting the measures for reconstruction
of production in the economy, increasing demand, and stimulating growth. Also, the
leaders claimed that the debt levels were not sustainable and must be reduced.

The Communist Party of Greece (KKE) remained a relatively small opposition
party throughout the period of analysis. According to the position of the party, the
roots of the crisis in Greece are located in the global capitalist system, whose interests
are currently promoted through European integration. The party rejected the Memo-
randa, describing them as unjust, hostile to labour and farmers employed in agriculture:

“The brutality of these measures reaches a whole new level. For exam-
ple, what was absent before the crisis or was not as strong in previous
years represents the exclusive attack, facing this time the largest part of
wage labour and the poor farmers”. Alexandra Papariga (KKE),
7.11.2012.

The right solution to the crisis, according to the KKE, would be an exit from the EU
and restoration of the devaluation instrument.

The ANEL appeared in the parliament after the first elections of 2012, experi-
encing its major electoral success. In 2015, it became a coalition partner of the
SYRIZA in the government. In the case of ANEL, the notions of national and popular
sovereignty of Greece represented the cornerstone of its communications:

“It is a commonplace — and I am closing my speech shortly — that the
government legislates major changes for the Greek economy by exter-
nal instructions, implementing foreign business plans for exiting the
economic crisis. It delivers without a fight the national sovereignty, it
makes no resistance to multinational interests, lowering even more the
expectations in the compact Greek entrepreneurship that is affected and
destroyed by this policy”. Gavriil Avramidis (ANEL), 31.03.2014.

The Memoranda measures were described as unsustainable, undemocratic, and adopted
outside the democratic parliamentary process. According to the ANEL, the programs
would lead the country further into recession. Therefore, the party advised “unilateral
cancellation of debt”.

The Chryssi Avgi also became a parliamentary party after the elections of 2012
and has occupied between 18 and 21 seats since, always remaining in the opposition.
Exclusive nationalist and Hellenist rhetoric characterized the communications of this
party. It expressed its position against the Memorandum program, arguing that it leads
the country to a deep recession and erodes the parliamentary process. The party espe-

cially warned against the reduction of the budget for the Armed Forces.
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The LAOS was in opposition during the first years of analysis, but then the par-
ty became part of the interim coalition government for a short period in 2011-2012.
This party did not gain any seats after the elections of 2012 and was absent in the par-
liament since. The LAOS spoke out against policies of the PASOK government and
against the first Memorandum mainly because the latter was regarded as a source of
further impoverishment of the population. According to the party, the root of the eco-
nomic problems in Greece lies in the provisions of the Maastricht Treaty. Simultane-
ously, the party claimed that there was no real alternative to the Memoranda, and the
country would otherwise have to face bankruptcy and an even more severe recession.

The DIMAR was present in the parliament only between 2012 and 2015. It was
part of the coalition government after the elections of 2012 but formally left the coali-
tion by the end of June 2013. The party argued against an exit from the Euro zone and
mainly promoted structural reforms in the public sector. Simultaneously, it rejected the
neoliberal model of competitiveness and argued that the Memorandum program lacks
perspective for development and social sustainability:

“We supported the idea of a renegotiation process that, on the one hand,
will implement the adjustment program and, on the other hand, will
amend it, for it to be an agreement with the partners with the goal of be-
ing cost effective, linked to the development and socially sustainable
with a rational burden sharing, taking measures, alleviating burdens and
relieving the socially weak population”. Fotis Kouvelis (DIMAR),
7.11.2012.

In this context, the necessity to distribute the burden of adjustment in a fair manner
was emphasized as well as importance to restore the labour rights. Especially the fall

of wage levels was argued to undermine the objective of fiscal consolidation.

6.4.6. Sub-discourse of the Bank of Greece
According to the Bank of Greece, the main problems of the Greek economy are
the large deficit, the large debt, and erosion of competitiveness:

“The only way out (of the crisis) is to restore confidence, by drastically
reducing the deficit and the debt and by recovering the competitiveness
that has been lost”. George Provopoulos, Governor of the Bank of
Greece, 27.04.2010.

The financial assistance and the conditionality for it have the goal of providing assis-
tance and ensuring the implementation of the necessary reforms that should have been

carried out long ago in Greece. According to the BoG, the programs do not only secure
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the funding but also facilitate the fiscal consolidation through provision of timetables
and expertise.

“Indeed, the financial support agreement has not only secured the nec-
essary funding, but also acted as a catalyst for a fundamental reorienta-
tion of economic policy in two main directions: rapid fiscal consolida-
tion and the implementation of structural reforms. This reorientation
should of course have taken place years ago, when conditions were
more favorable”. George Provopoulos, Governor of the Bank of Greece,
18.04.2011.

Therefore, it was argued that, in order to improve the competitiveness and restore the
confidence in the Greek economy, it would be crucial to implement the structural re-
forms, budgetary consolidation, privatization, and increase the flexibility of labour
markets. The idea of debt restructuring was mentioned as neither necessary nor desira-
ble. Instead, a combination of austerity and low taxes (as well as elimination of tax
evasion) has been promoted as the right solution for Greece.

The crisis was also defined as a failure of the previous growth model of the
Greek economy.

“The growth model that has exhausted its limits relied on domestic con-
sumption, both public and private, and was fuelled by borrowing. The
business sector did not manage to sufficiently tap into the opportunities
opened up by Greece’s participation in the euro area, while the boost in
households’ expectations generated by this participation and the swell-
ing of the public sector encouraged consumerism. This led to negative
net national saving from 2002 to the present day and to a continuous
transfer of resources from the business sector to the oversized, public
sector with low-productivity. This model favored present consumption
at the expense of the future and was underpinned by the illusion that
growth could be driven by the public sector ad infinitum.... The current
crisis of the economy is the crisis of a growth model that could no long-
er be sustained. The cost that society is summoned to pay today is also
due to the delay in moving to the new model”. George Provopoulos,
Governor of the Bank of Greece, 18.04.2011.

Therefore, the Greek government was encouraged to open the economy and to trans-
form the economic model from being based on consumption to becoming export orien-
tated. According to the position of the BoG, it would be equally important to support
the re-capitalization of banks, which in their turn would enable the flow of credit to the
real economy.

The governor of the BoG mentioned that political uncertainties represent risks
for the Greek economy, and therefore a minimum consensus among the political and

social forces should be achieved. Attempting to provide an answer to the criticism that
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the reforms do not lead to a positive development, it was stated that the reason why the
Memorandum program has not delivered a positive development yet was because the
governments have failed to succeed in implementing the necessary reforms. However,
it was also recognised that the fiscal consolidation contributed to a deeper recession
than was originally calculated:

“Fiscal consolidation led to a recession that was deeper than expected,
partly because it relied heavily on increases in tax rates and was not
combined with structural reforms to boost growth prospects”. George
Provopoulos, Governor of the Bank of Greece, 23.05.2013.

Continuously high unemployment and incompleteness of the EMU were identified as

further difficulties on the way to the recovery of the Greek economy.

6.4.7. The Greek trade union association: General Confederation of Greek Workers
(GSEE)

The GSEE consecutively expressed its position against the policies demanded
in the Memoranda. It was argued that the imposed austerity undermines the labour
rights, being unfair, undemocratic, and anti-social:

“Prompted by the crisis and the emerged need of loan in several coun-
tries of the South and not only, they seek to impose, extortionately and
blatantly, a wild prolonged austerity program, deepening the recession
and the crisis, and being ultimately a complete and permanent subordi-
nation of all European peoples to the two financially strong countries”.
GSEE, 7.02.2011.

According to the organisation, the measures placed an especially heavy burden on the
labour and low-income groups of population, yet lacked any perspective for achieving
the economic growth. The measures described in Memoranda were expected to be in-
effective and ultimately lead to an even more serious recession, as they would result in
an increased tensions and popular discontent:

“These neoliberal and doctrinal proposals extend the recession and the
problems of the Greek economy, while triggering uncontrollable social
and labor conflicts”. GSEE, 15.04.2010.

Instead, the GSEE insisted on the necessity to re-negotiate the conditionality of
the Memorandum and to shift the focus onto the realization of economic and social
policies, which would be able to restore the growth. These policies should target the
increase in cohesion, reforms of economic structures and the tax system, aiming at the

reconstruction of production and of competitiveness through knowledge and innova-
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tion. The political agenda should be focused on one goal — to put the Greek economy
back on the path of sustainable growth and social cohesion.

“The workers and the ordinary citizens, who struggle, the young people,
the pensioners, the unemployed, the whole our society require and de-
mand the implementation of a policy that will focus on people and their
needs and not the markets and the profit”. GSEE, 5.05.2010.

Moreover, the GSEE promoted the regulation of the financial markets.

It was argued that the labour wages (which were claimed to be below the Euro-
pean average) and purchasing power should be urgently improved. Finally, the reduc-
tion of unemployment would be crucial for solving the consequences of the crisis. It
was emphasized that the current programs only achieved the opposite effect, increasing

the unemployment.

6.4.8. The Greek employers’ association: Hellenic Federation of Enterprises (SEV)

The sub-discourse of the SEV experienced some transformation through the pe-
riod of analysis, and therefore two phases can be identified. Until 2012, the SEV main-
ly urged to carry out modernization, which should include reforms in state bureaucracy
and administration, structural reforms, dealing with the problem of tax evasion, and
clientelism. The organisation promoted privatization, liberalization, and lowering the
tax rates. Simultaneously, the leader of SEV warned about debt re-structuring, arguing
that it would cause an even more serious crisis.

“The partisan speakers and participants of the TV debates, they fail,
however, to tell the public critical truth: that, whatever form the debt re-
structuring now takes, it inevitably entails even tougher measures, even
heavier sacrifices, even greater deterioration of our living standards,
even greater poverty for the vast majority of society. And if it ever can
or should be in the framework of a broader European solution it will not
let us out from the need of radical change and painful modernization of
the economy and our society”. Dimitris Daskalopoulos, President of
SEV, 18.04.2011.

In 2012, the communications by the SEV became more critical towards the
Memorandum policies. It was still argued that Greece urgently needed to implement
the reforms; however, it was also pointed out that the Memorandum program did not
address the necessary changes and undermined the economic growth. For example, the
labour costs in Greece were described as much less relevant for enhancing the com-
petitiveness of the economy than the problems of the Greek state:

“The Greek business is in the loop of extensive state intervention, bu-
reaucracy that builds up the complexity, the constant changes in the tax
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system, the delay in the administration of justice, the broadly anti-
business and anti-investment climate. These are the main factors un-
dermining the competitiveness of the Greek economy and the possibil-
ity of creating jobs - far more than labor costs”. SEV, 25.01.2012.

The budgetary discipline was generally encouraged, but it was emphasized that it
should not be exaggerated:

“The logic of horizontal cuts and tax increase has been proven socially
unjust and economically hopeless”. SEV, 4.04.2012.

According to the organisation, the mechanism of free collective bargaining should be
respected. It was argued that the issue of high unemployment could only be resolved
through achieving the economic growth. Therefore, both re-capitalization of banks and
reconstruction of production should urgently take place. Moreover, the SEV supported
the claim that the democratic aspects of decision-making should be strengthened, and
the decisions should be based on a broad political and social consensus.

The current crisis was described as a European problem, requiring a deeper co-
hesion at the EU level. Thus, the SEV demanded a solution at the European level — a
Marshall plan for Europe would be necessary, as the unilateral austerity failed to solve
the crisis:

“Therefore, the root causes identified in the non-competitive production
base in the South cannot be addressed at once by imposing extreme and
prolonged austerity, with large cuts in unit labor costs, stifling illiquidi-
ty and leveling cuts in welfare benefits.... What should be done? We
begin to realize that there is no real exit from the euro crisis if the North
does not provide active assistance to the South, in the form of a Europe-
an Marshall Plan, which will provide liquidity, reduce lending rates and
allow the deficit countries build a competitive production base, to lever
private investment”. Dimitris Daskalopoulos, President of SEV,
14.03.2013.

Finally, further economic and political integration and debt restructuring were recom-
mended in order to overcome the crisis:

“A review of the government debt is required to re-launch the econo-
my: The Greek economy has eliminated largely the twin deficits (fiscal
and current accounts). A favorable agreement between Greece and its
international lenders on the public debt (according to the Declaration of
Euro [group] for Greece, in November 2012) would remove all kind of
skepticism towards the prospects of the Greek economy, it would im-
prove the position of the country on the international capital markets
and make the Greek economy attractive to investors. Such a develop-
ment is in the interest of the European project as a whole”. SEV,
15.01.2015.
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6.4.9. Summarizing the discourse analysis

This period of analysis is characterized by high complexity in terms of the
number of actors and changes in their sub-discourses within five years. What Greece
has been missing in these years, and what ultimately is reflected in the political turbu-
lence and in the pace of reforms, is the absence of a dominating discourse and of stable
coalitions. During the whole period, no powerful stable discourse coalition emerged,
defending certain policy principles against the others. At the same time, the original
discourse of opposition proved to be relatively stable, succeeding in convincing the
electorate and gaining the power in 2015. From my point of view, three phases of dis-
course can be identified in Greece between the years 2010 and 2015.

The first phase lasted from 2010 until roughly the beginning of rule by the coa-
lition government of Samaras in 2012. This phase allows for the identification of a
temporary and quite loose discourse coalition of the PASOK government with the
Bank of Greece and the SEV. All of these actors emphasized the responsibility of the
Greek government to solve the crisis, which, according to these actors, has exclusively
domestic roots. They supported implementation of structural reforms, reforms of the
Greek state, budgetary consolidation based on austerity, and privatization. Yet the
PASOK framed the implementation of these reforms using the rhetoric of patriotic re-
sponsibility, social justice, and missing of alternatives to the Memorandum program. In
its turn, the ND supported the idea of some of these reforms but criticised their con-
crete implementation by the PASOK government and fully rejected the Memorandum
while being formally the biggest opposition party. Contrary to this coalition, three
small opposition parties — the SYRIZA, the KKE, the LAOS — and the trade union as-
sociation GSEE opposed both the reforms and the Memoranda. These actors promoted
an alternative discourse where European responsibility for the Greek crisis was also
emphasized. The alternative discourse coalition criticised the lack of democracy in the
process of definition of economic measures and emphasized the necessity to promote
economic growth, social policies, and public investment, increasing innovation and
competitiveness. There was an overall agreement among the actors that the competi-
tiveness of the Greek economy must be restored, but there was no agreement on which
measures would achieve the improvement in competitiveness.

The second phase of discourse in Greece took place from 2012 until the elec-
tion of the SYRIZA/ANEL government in 2015. The characteristic feature of this

phase is the transformation of some sub-discourses and a change of focus by some ac-
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tors. In my opinion, it was exactly this dynamic that created the favourable conditions
for the alternative discourse to grow stronger, culminating in the electoral success of
the SYRIZA in 2015. In 2012-2013, the scepticism towards the success of reforms
started growing. Although the SEV still promoted the necessity of reforms, it also in-
troduced criticism of the Memorandum policies as being the wrong medicine. Its in-
creasingly anti-Memorandum rhetoric was accompanied by a certain shift in the sub-
discourses of the ND and PASOK who were at that time coalition partners in the gov-
ernment. Compared to their earlier positions, now both actors started showing their
support for the claims that growth related measures would be necessary in order to
overcome the crisis; although they generally continued to defend the Memorandum
reforms too, indicating the positive results of these policies. Consequently, the dis-
course, which previously focused on the promotion of the Memorandum and neoliberal
reforms, adopted some claims of the alternative discourse, which was now represented
by the SYRIZA, the ANEL, the KKE, the DIMAR, and the GSEE. In the new constel-
lation, only the Bank of Greece continued to demonstrate its blind support for the
Memorandum measures that isolated its position from the other actors. In this phase, a
relative consensus among the actors appeared on the topic of the real effects of austeri-
ty, concluding that the austerity and Memorandum policies lead to a further recession
instead of economic recovery. The crisis here was increasingly defined as a European
problem, which would require a common European solution. Finally, both structural
reforms and the measures triggering a dynamic for growth were recognised as being
urgently needed.

Finally, in the third phase of discourse when SYRIZA experienced its major
electoral success in the elections of 2015, the aspects of its policy concept had already
gained the support and received the recognition among political actors who originally
promoted a different discourse. Concerning the main issues of contestation, which in-
cluded the Memorandum policies, especially austerity and privatization, as well as ne-
cessity of debt relief, key actors either partly or completely adopted the position of the
previously alternative SYRIZA-discourse. Therefore, the oppositional discourse to the
policies promoted by the SYRIZA was not capable to efficiently challenge the core
aspects of the new governmental discourse.

Concerning the groups of population represented by each discourse, the
PASOK government claimed to be representing the interests of the weak, the middle

class, and the Greek citizens. The ND mostly referred to the “societal interests”. The
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SYRIZA repeatedly mentioned representing the interests of labour, “people as a social
majority”, and public interest. The KKE claimed to speak on behalf of labour and
farmers. The SEV officially represented the interests of business, but the organisation
emphasized that the interests of business and employees fully converge in the situation
of crisis. In its turn, the GSEE claimed to defend the interests of labour, the people, and
pensioners.

The discourse in Greece in the period of economic crisis evidences the escala-
tion of the social conflict where the dominating discourse lost its legitimacy and was
abandoned. The lack of legitimacy of Memoranda policies was reflected in the loss of
influence among the dominating parties, party fragmentation, change of electoral pref-
erences, and political turbulence in general. The results of the referendum held in 2015
(61,31% against the Troika proposal) also support this claim. Moreover, even when the
discourse opposing the Memorandum became dominant in Greece, policy change was
not possible. In fact, the SYRIZA government as one of the central opponents of the
reforms since 2010 was made responsible for implementation of one of the toughest
reform packages. The separation of policy definition from political process has nega-
tive consequences for democracy in the short-term and long-term, causing frustration
and political apathy among the population and providing an agenda for both populism
and radicalism, which could lead to disintegration of the country from the rest of the
EU.

Not only did the Troika reforms not show a positive effect on the welfare of the
citizens in the short term but the dominating discourse at the European level also failed
to convince the domestic elites in Greece. Interestingly, by the end of the second peri-
od of analysis, the domestic discourse against the Memorandum policies solidified,
making the lack of legitimacy even more serious. The situation where both input and
output channels of legitimization have been blocked leaves a vacuum and creates an

atmosphere of coercion.
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Chapter 7: Democratic deficit and the asymmetric nature of the EMU

This chapter sums up and provides the final analysis of the findings of the em-
pirical chapters from the perspective described in the theoretical chapters of this thesis.
This perspective mainly focuses on how the simultaneous transfer of competences and
preservation of formal autonomy of the member states in the EMU impacts the demo-
cratic sovereignty, understood in a positive way, as a definition of a certain concept of
public good through the process of self-determination and expression of political free-
dom (Habermas 1996). It is democratic sovereignty located in a democratic procedure
that guarantees inclusion of different interests in the definition of agenda on an equal
base (Habermas 1996; Cohen/Sabel 1997). After a short comparison of the discursive
data from the two case studies, democratic deficit and power asymmetries are discussed

in this chapter.

7.1. Monetary, economic, and socio-political discourses

The empirical part of the thesis is focused on the EMU discourse and the institu-
tional context of this discourse at the European level and at the member state level in
Germany and Greece. While the European Economic and Monetary Union was original-
ly claimed to have the purpose of protecting the European economies through reducing
risks and uncertainties (see part 4.2.1 of this thesis), only monetary policy has been
formally brought under the supranational authority. Some contestation was identified
concerning the terms of integration during the early negotiations of the EMU, and it re-
appears later, in the beginning of the crisis of 2010. Consequently, the original division
between the member states who supported the idea of a common economic policy (eco-
nomic government) and those who rejected this idea, as well as the difference in opin-
ions concerning the status of the ECB (independent vs. subordinated under political au-
thority) proved to be persistent (see table 3, p. 104). Similarly, the demands of automat-
ic sanctions in the case of violations against the rules of the SGP and strict nominal
convergence were both contested across the member states (see table 3, p. 104). The
idea of the common European bonds was brought into the discussion in 2010 (Leuffen
et al. 2013). The debate on the absolute priority of the budgetary discipline and of mon-
etary stability reflected in the SGP criteria was also renewed during the early years of
the crisis. Some member states argued against the austerity measures, especially in the
times of economic recession (Vail 2015). In spite of these points of contestation, which

reflected the difference in approaches among the member states, both the originally ne-

201



gotiated normative framework of the EMU and the norms added to it as the measures of
crisis management reflect an exclusively neoliberal approach to economic policy. Sub-
sequently, the understanding of economic policy, prioritizing austerity, liberalization,
and privatization was narrowed down; and the principle of national responsibility for
economic performance of a member state was strenghtened (Schwarzer 2015). This ap-
proach has been promoted by the coalition of actors that included some member state
governments (mainly from Northern Europe), the ECB, and the Commission. However,
the analysis proves the existing conflict over the terms of the EMU. This conflict is
deeply rooted in the different economic policy models (models of capitalism) estab-
lished due to the specific domestic economic capacities and structures in the member
states.

The country case studies, Germany and Greece, demonstrate the difference in
economic policy dynamic. The first part of each case study describes the context and
institutional framework within each of two countries selected for analysis. It supports
the argument that the original context in Germany (although still different from the An-
glo-Saxon model) was better adapted to the competition pressures at the European level
after the introduction of the common currency than as was the case in Greece (see parts
5.1 and 6.1). Germany already had an independent central bank with the goal of price
stability, which was widely supported among the population and among the societal ac-
tors (Young 2014, Verdun/ Christiansen 2000, Woll 1991). Moreover, the ordoliberal
approach reflected in the concept of social market economy with its orientation to com-
petitiveness and increase in exports has been a central element in the defining of eco-
nomic policy measures in Germany after the World War II (Crouch 2000a). Finally, the
inclusion of social actors within corporatism and its generally cooperative character le-
gitimized such order (Crouch 2000a).

The case of Greece is quite the opposite. The country represents an example of
late industrialization where small and medium manufacturing enterprises still dominate
today and are mostly oriented towards the domestic market (Louri/ Pepelasis Minoglou
2002, Yannopoulos 1979, Zambarloukou 2006). In this context, the state occupied the
main position in economic life of the country that expressed itself in the control of the
banking system, in subsidies to agriculture and businesses, as well as in the fact that
monetary policies represented a key tool of economic adjustment (Ioakimidis 2001).
The central bank in Greece was traditionally under the governmental authority (Oltheten

et al. 2003). The latter aspect resulted in the high levels of inflation (Oltheten et al.
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2003). Moreover, the country experienced transition to democracy in 1974 that required
the re-establishment of its weak democratic political institutions and political culture.
The case of Greece was traditionally characterized by a strong fragmentation of interest
groups, competitive relations among the social partners, and clientelism (Ioakimidis
2001; Featherstone/Papadimitriou 2008). These aspects influenced and sometimes even
determined the process of reforms and economic adjustment. The government had to
face simultaneously the administrative problems and bigger economic challenges, re-
sulting from the lack of industry and the country’s dependency on the foreign capital
(see parts 6.1.2 and 6.1.3). Therefore, in terms of context and institutions, Greece was
much less prepared for the competition enforced by the creation of the common market
and especially by the common currency. Consequently, a chance of an asymmetric
shock was higher in Greece than in Germany from the very beginning.

Despite the fact that the German case demonstrates a better match with the con-
text of the EMU, it would be wrong to assume that there were no adjustment pressures
on Germany. The ordoliberal position of the German government during the negotia-
tions of the EMU and the future EMU framework disrupted both the balance of ordolib-
eral and Keynesian (social) policies (Dyson 2009b, Dyson 2003) and the connection
between the monetary policies and development in the real economy (see chapter 5.2).
Moreover, through the strengthening of the ordoliberal and austerity discourses, the ne-
gotiating position of labor was weakened (Baccaro/Howell 2011, Bieling/ Lux 2014),
and the adjustment pressures shifted on wages.

The second part of the case studies presents the analysis of discourses in these
two countries. In the period between 1997 and 2000, the discourse on the EMU in Ger-
many was more consolidated than in Greece, as, in Germany, the majority of actors (in-
cluding the government under Kohl, the government under Schroder, the CDU/CSU, the
FDP, the SPD, the Biindnis 90/die Griinen, the DGB, and the BDA) shared a positive
attitude towards the integration and emphasized the benefits of monetary integration in
the EU. Similarly, the representatives of the dominating discourse shared the idea that
the stability of the new currency must be secured. Nevertheless, the discourse was not
homogenous, and two discourse coalitions, the ordoliberal and social democratic, within
one dominating discourse could be identified there. The two discourse coalitions dif-
fered mainly in their general approach to economic policy and in their preferences con-
cerning harmonization in the policy fields related to the EMU, such as employment,

taxation, environmental policies, and social policies (see chapter 5.3, especially table 4,
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p. 134). Also, the issue of how strict the convergence criteria should be interpreted was
debated between the discourse coalitions in Germany (where the government under the
leadership of Kohl, the CDU/CSU, the FDP, the Bundesbank, and the BDA argued in
favour of the strict interpretation; and the government under the leadership of Schroder,
the Biindnis 90/die Griinen, the PDS, and the DGB — against it). In terms of interests,
the dominating discourse benefited the German exporters, industry, and capital because
it promoted the framework of EMU that encourages stagnating or lower wages, taxes,
and other contributions. Simultaneously, it creates a better conjuncture for the industry
and exporters to export to the countries with the weaker or internationally less competi-
tive industries inside the EMU.

In the same period, in Greece, the dominating and alternative discourses were
identified (while the dominating discourse encouraged the neoliberal economic reforms,
the alternative one opposed them). On one hand, there was some agreement among the
actors considered in the analysis that the government should deal with the problem of
unemployment, reduction of public debt, and tax reform (see chapter 6.3, especially ta-
ble 6, p. 182). On the other hand, there was no consensus among the actors on how ex-
actly these problems should be resolved. Moreover, all the measures by the government
aimed at increasing the convergence with the other EMU members and at reducing the
public deficit were contested and challenged by the alternative discourse coalition. The
points of contestation included the effects of the budgetary austerity, liberalization of
economic policies, and the debate on growth vs. competitiveness as the primary goal
(where the government represented by Simitis, the PASOK, the ND, the BoG, and the
SEV promoted austerity, liberalization, and competitiveness-oriented policies; and the
SYN, the KKE, the DIKKI, and the GSEE disagreed with these policies). The alterna-
tive discourse questioned the view of the government that stability would ensure eco-
nomic growth in Greece. Simultaneously, the idea of an active involvement of the gov-
ernment in promoting growth and employment policies was very often present in the
communications by different actors (with the exceptions of the ND, the BoG, and the
SEV who opposed such an involvement).

The comparison of the two discourses of that period of time clearly shows the
difference in concerns in the two countries. While the discourse in Greece proved to
have a relatively thin European dimension, its main concerns were of a domestic nature,
including the issues of high unemployment, an unfair and inefficient taxation system,

and the necessity to reduce the public debt (table 6, p. 182). The focus on these topics
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alone speaks for high vulnerability of the Greek economic situation. Simultaneously, the
notions of budgetary consolidation, austerity, as well as stability and competitiveness -
which were all parts of the dominating discourse in Germany, being generally accepted
there - were highly contested in Greece (see table 8, p. 209). Therefore, although the
dominating discourses in Germany and in Greece generally promoted similar policy
types, in Greece these policies and the concepts behind them did not represent any kind
of consensus but were constantly challenged by the alternative discourse (table 6, p.
182). The discourse analysis proves that, although both countries expected benefits from
the membership in the EMU and were aware of the reform requirements for the mem-
bership, the content of these expected benefits varied significantly. While in Germany
the expected benefits included a more favorable environment for the enterprises and ex-
port industries (and indirectly labor), as well as higher competitiveness (table 4, p. 134);
in Greece, the dominating discourse had a stronger social dimension, claiming that the
reforms are necessary for the membership in the EMU, which in its turn would ensure
the favorable conditions for the future re-distributive policies (for example, “The high
growth rates in the new environment create a sound surplus needed for the expansion of
social cohesion and solidarity”, Simitis 9.03.2000). These expectations had a very thin
foundation and could hardly be fulfilled, as the EMU itself does not have a social di-
mension. Therefore, I think that the risk of disappointment among the population and of
loss of legitimacy was always higher in the case of Greece.

The second period of analysis, from 2010 to 2015, reveals a dominating
(ordoliberal) and an alternative (social democratic) discourses in Germany. The latter
discourse essentially merged into the dominating discourse beginning in 2012. The al-
ternative, social democratic, discourse slowly disappeared from the agenda in the
changing political circumstances both at the European and at the domestic level. The
two discourses originally presented two different visions concerning the root cause and
necessary measures to resolve the EMU crisis. While the dominating, ordoliberal, dis-
course presented the crisis as exclusively a problem of one or some member states, an
alternative discourse claimed it to be at least partly a European responsibility (see chap-
ter 5.4, especially, table 5, p. 155). As the former discourse mainly promoted enforce-
ment of the status quo, the latter demanded new measures, including a debt cut, intro-
duction of common European bonds, European growth and employment policies (table
5, p. 154). At the same time, the majority of actors in Germany still shared a generally

positive attitude towards budgetary consolidation and austerity (with the exceptions of
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the Linke and the DGB). Comparing the discourse in Germany between two periods,
from 1997 to 2000 and from 2010 to 2015, we can observe that the main topics certainly
changed as the circumstances changed. Essentially, the political cleavages and the ex-
pressed policy preferences of the actors in Germany concerning the EMU remained the
same compared to the earlier period of analysis (compare the tables 4 and 5). However,
the strengthening of the ordoliberal discourse at the European level through adoption of
legislation led to the weakening of the alternative discourse in Germany (see p. 152-
153). Therefore, a direct influence of the European discourse on the quality of the do-
mestic discourse in a member state can be observed.

In Greece in the period between 2010 and 2015, three phases of discourse can be
identified. The dynamic of this period demonstrates how three discourses in the first
phase at least partially converged towards the alternative (anti-Memoranda policies)
discourse in the third phase. The skepticism towards the Memoranda policies as the
measures capable of solving the crisis grew slowly when the original optimistic expecta-
tions have not been fulfilled (see chapter 6.4). The actors who defended the Memoranda
measures at the beginning of the crisis recognized some of their failures later. In fact, in
the third phase, an absolute majority of the actors considered in the analysis (including
the ND, the PASOK, the SYRIZA, the ANEL, the KKE, the DIMAR, the SEV, and the
GSEE) agreed on the necessity of growth related measures, whereas further austerity
was regarded as counterproductive (see chapter 6.4). Compared to the previous period
of analysis in Greece, the first phase of discourse between 2010 and 2015 strongly re-
sembles the period between 1997 and 2000, when the dominating discourse defended
the idea of debt reduction through austerity and neoliberal reforms (compare tables six
and seven). As mentioned above, the case study shows that this discourse later lost its
dominant position to the alternative discourse. However, in the second half of 2015,
several important events happened, including the failed attempt by the government to
re-negotiate the central terms of the Memorandum after the early elections in September
2015. Ultimately, the responsibility for implementation of the third Memorandum was
transferred on the government, whose discourse strongly opposed the Memoranda poli-
cies earlier (representing the alternative discourse coalition). The later period of time is
not included in the analysis within this thesis. Therefore, it is unclear whether the dis-
course, which dominated in the third phase, was able to preserve its dominating position
in the same form, or whether it evolved, further absorbing some elements of the dis-

course, which dominates at the European level. Generally, the resistance to accept the
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reforms and the increased contestation during the years of crisis indicate the increasing
loss of legitimacy of the EMU policies in Greece (see table 7, p. 200).

Comparing the discourses in both countries between each other and with the
dominating discourse at the European level, the following conclusions can be drawn. In
both countries, the discourse analysis on the topic of the EMU proves the existence of a
political conflict between the owners of large capital on one side and labor and groups
of population with low income on the other. This conflict becomes obvious in the points
of main contestation (see tables 4-7 and table 8). Yet the intensity of such conflict is dif-
ferent in the two countries considered here, as, in Greece, there was always an estab-
lished alternative (anti-liberal) discourse, challenging the key notions of the dominating
(promoting liberal reforms) discourse and telling an alternative ‘story’. Lack of political
consensus signalized by the existence of a stable and significant alternative discourse
essentially determined lower legitimacy of the European policies in Greece. Further-
more, while the main points of contestation in Germany between 1997 and 2000 have a
strong European dimension (focusing on the question which features the EMU should
obtain, see part 5.3.7), the latter is almost entirely missing in Greece, except for the gen-
eral declaration of the wish to belong to the European ‘family’. This aspect of discourse
draws a division between the two countries, as one of them defines the ‘rules of the
game’ at the European level, and the other one must follow the rules in order to not be
left out. However, between 2010 and 2015, the European dimension became central for
discourse in both countries, especially in Greece, where the coalitions argued mainly
along the divide for or against the Memoranda policies (table 7, p. 200).

Also, in the second period of analysis an opposite trend can be observed — the
moment the discourse started to converge towards the dominating ordoliberal discourse
in Germany, the dominating discourse with ordoliberal elements in Greece started to
transform and later lost its dominating position to the alternative (anti-Memoranda poli-
cies) discourse. Both transformations happened in 2012, after the member states have
achieved an agreement about the reforms of the EMU at the European level, and after
the second Memorandum for Greece had been negotiated. As described in the fourth
chapter of this thesis, the reforms of EMU expressed strengthening of the existing
norms and procedures, whereas the role of the community in economic policy was re-
duced to surveillance, coordination, and control (see p. 92-93). Thus, the closure of ne-
gotiations on the reform of EMU and adoption of the second Memorandum, which at its

core continued the logic of the first, coincide with the shift of discourse in Greece away

207



from the European demands; the fact that opened an opportunity for the alternative dis-
course to rise later in Greece. In this case, the transformation of discourse expresses the
loss of legitimacy and stronger protest. While the issue of economic divergence and in-
equality across the EMU member states is strongly present in the discourse in Greece,
this divergence is defined within the dominating ordoliberal discourse in Germany as
divergence in management (good vs. bad administration of economic policy).

Generally, while in Germany there was a relative consensus on the necessity of
austerity and budgetary consolidation, this was a point of major contestation in Greece
(table 8, p. 209). The majority of actors (including the ND, the PASOK, the SYRIZA,
the ANEL, the KKE, the DIMAR, the SEV, and the GSEE) even represented the view
that austerity leads to a recession rather than helps to overcome the crisis. Therefore, the
Memoranda measures, especially privatization and further flexibilization of the labor
markets, were strongly criticized (table 7, p. 200). There was an agreement among the
actors in both countries that the policies must achieve an increase in competitiveness,
but there were different approaches to how exactly this should be done. In Germany, the
dominating ordoliberal discourse promoted structural reforms, austerity, and stabiliza-
tion, whereas in Greece, the actors argued for structural reforms, tax reforms, and
measures promoting growth (see table 8, p. 209). There was also a different description
of the nature of the crisis in these two countries. In Germany, it was claimed to be a na-
tional problem, while in Greece, crisis was described at least partly as a result of the Eu-
ropean economic divergence (see tables 5 and 7). Because the reforms in Greece were
highly controversial among the main political actors, the aspects of democracy also had
a stronger presence in the discourse in Greece than in Germany (table 7, p. 200).

Finally, regarding the dominating discourse and norms at the European level,
some contestation is present there, as the discourse analysis confirmed the existence of a
discourse with the contesting visions of the EMU (see table 3, p. 104). Also, these con-
testing visions indirectly reflect the preferences within different member state discours-
es and preferences of different groups of population. Therefore, at first sight, the criteri-
on of representativeness appears to be fulfilled. Yet these features exist within the cir-
cumstances of a hegemonial discourse at the European level. The quality of contestation
at this level does not challenge the basic assumptions of the hegemonial discourse as
possibly wrong or ideological. Also, looking at the norms produced as a result of nego-
tiations, one discovers that they reflect an exclusively ordoliberal vision of economic

policy.

208



Table 8: Overall summary of the discursive elements by actor

EU

Germany

Greece

EC

ECB

Kohl gov.
Schroder gov.
Merkel gov. 11
Merkel gov. 111
CDU/CSU
FDP

SPD

Biindnis90/die Griinen

The Linke

Bundesbank

DGB
BDA

Simitis gov.

Papandreou gov.

Samaras gov.

Tsipras gov.
PASOK

ND

SYN/SYRIZA

KKE

ANEL

DIMAR

Bank of Greece

GSEE
SEV

Structural reforms

Further privatization

Further liberalization

+

Economic policy surveillance

Stability oriented financial
and economic policy

Strict implementation of the
SGP principles

Currency stability

Ordoliberal

Budgetary consolidation /
austerity

Strict nominal convergence

Competitiveness as primary
policy goal

National responsibility for
economic performance

Further flexibility of labor
markets

Stronger economic policy
coordination

European employment poli-
cies

Social policy coordination

European policy for economic

growth

Inclusion of social partners at
the European level

Flexibilization of the SGP

Impulses for growth/ targeted

investment

Eurobonds

Active employment policies

Active growth policy

Restoration of social justice

Keynesian/ Social Democratic

Crisis as a result of European
dynamic

Financial market regulation

Restoration of labor rights

Competitiveness through in-
novation

Establishment of balance in

the bias of economic vs. social

policies

+ contested principle;

principle not contested
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For instance, the preferences of the Greek discourse shared by some of the member
states’ governments have been continuously blocked in the negotiations at the EU level,
while the results of these negotiations turned out to be very close to the preferences of
the dominating discourse in Germany.

The principles of the EMU do not represent a consensus among the political
elites in a broad sense. These principles are claimed to be the expression of the univer-
sal, common interest, while remaining ideological — ordoliberal. While some might ar-
gue that the procedure corresponds with the democratic principles, its results still lack
legitimacy because they are pre-determined by the power asymmetries during the nego-
tiations. That means that a policy concept can be introduced at the European level with-
out gaining the support of the majority or convincing the population but just because it
was promoted by certain actors. Equally, the later actors can veto policies even if these
policies correspond with the interest of the majority. The circumstances where econom-
ic policy agenda is narrowed down to some policy options violates the right of demos to
choose among the alternatives and leads to growing distrust, skepticism, different forms

of civil protest, and civil disobedience.

7.2. Implications for democracy

This research provides evidence that the shift of authority expressed in the rea-
lignment of some competences between the EU and its member states with simultane-
ous recognition of sovereignty undermines democracy. The elite discourse on the issues
of the EMU does not fulfill the basic requirements of deliberation in order to channel
and reflect the democratic sovereignty, and there is a significant democratic deficit in
the decision-making framework. Based on the analysis of structures of the EMU and
discourses on the topic of the EMU at both the European and member state levels, two
dimensions of democratic deficit can be identified. First, the failure of deliberation re-
sults in an undemocratic nature of the discourse at the European level. Second, there are
substantial gaps in the throughput legitimacy in the EMU, mainly concerning the break-
age of the link between the political process in a member state and the policies within
the EMU as well as the exclusion of social partners from the decision-making.

This thesis represents an attempt to assess the deliberative procedure (under-
stood as a normative concept of procedural popular sovereignty in a transnational set-

ting, Habermas 1992) on the basis of two criteria — functional representation and the

210



contestation of ideas and policy concepts (see chapter 2.3 and chapter 3). The concept of
democracy presented in the theoretical chapters is inclusive, demanding participation of
citizens and political actors in the definition of agenda as well as in a specific policy-
making. It requires an equal opportunity for all the actors and has a goal of adopting
policy measures based on a consensus or at least on a compromise (Eriksen/Fossum
2012).

However, under the circumstances of the hegemonial discourse, the intensity and
visibility of contestation is generally low, with peaks of contestation lasting relatively
short periods. Also, the analysis indicates a lack of functional and of discursive repre-
sentativeness in the decision-making at the European level of the EMU. This makes dis-
course at this level exclusive rather than inclusive because the contested discursive re-
alities are not represented at the European level equally. The analysis of the discursive
data proves that, although there is no solid agreement on economic policy priorities in
the national discourses of the two member states, the nominal convergence and stability
policies formally remain the absolutely dominating policy goal. While the differences in
approaches to economic policy and the definitions of the ‘right’ measures remain unex-
pressed, the existence of a political conflict and antagonistic interests is fully neglected.
Summing up, the democratic deficit in the EMU is rooted in prohibition of any econom-
ic model except the one described above and in the missing channels of communication
and deliberation on what would be the right economic policy decision for a certain
member state and the EMU as a whole.

The dynamic of economic and monetary integration now substantially defines
the economic policy framework in the member states, although it formally still belongs
to member states’ exclusive competences. The differentiation and realignment of the
competences between the EU and its member states that resulted in the current form of
the EMU undermine democracy, as the limits are put on the scale of deliberation, reduc-
ing the latter to those policies which are compatible with the current form of the EMU.
This limitation is more obvious at the EU level, but the discourse analysis in this thesis
demonstrates that it is also strongly present at the member state level. Under the circum-
stances of hegemonial discourse at the European level, the proceeding of difference
with legitimating outcomes does not happen. The vision shaping the EMU clearly does
not represent a consensus. On the contrary, a clash of concepts of justice and societal
values can be observed. In fact, in the case of Greece, the local elite had to implement

the Memoranda policies often without believing in or defending the content of these
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programs (especially, since 2012, see part 6.4). The measures were even often described
as wrong and harmful (table 7, p. 200).

The discursive diversity at the European level is constantly suppressed through
the ongoing constitutionalization of the ordoliberal ideas. Therefore, the hegemonial
discourse constrains one of the principles of democratic sovereignty — self-
determination. Furthermore, the hegemonial character of the EMU discourse is
strengthened because, once adopted, the norms and pillars of the EMU are no longer
open for contestation. Once the legislative framework is created, it crucially influences
the future discourse, and any violation against the existing norms becomes ‘against the
principles of the EMU’ and can be subject to sanctions. In other words, the fact that
some principles have been fixed in the legal domain represents the act of constitutional-
ization of the ‘right’ economic policies (Bieling 2011; Hueglin 2002). As a result, the
other policy options are excluded from the discourse as ‘wrong’, being ‘against the ex-
isting principles’ (see, for example, Merkel 17.05.2015). It is crucial to emphasize that
such constitutionalization did not result from either consultations with the societal ac-
tors, or from a public vote, or does it depend on elections. These principles ignore both
changes in governments and the transformation of the dominating discourse in the
member states, as the case of Greece proves. Simultaneously, there is no one who can
be made accountable and carries responsibility if these principles fail to deliver the re-
sults corresponding with the expectations of the citizens.

As chapter 2.1 of this thesis argues, there are two different understandings of
freedom and popular sovereignty simultaneously present in any European state in a dif-
ferent degrees — a liberal and a republican (see also Scharpf 2012). It is argued there that
such coexistence forms a legitimate fundament whereon political actors can further dis-
cuss and compete with their ideas on different policy questions, without questioning the
existence of the polity itself. The discourse analysis and the study of the EMU within
this thesis reveal the critical difference: some member states (for example, Germany)
externally promote the liberal understanding, and the others (for example, France and
Greece) — a republican one. Independently of the reasons behind these perspectives,
they delegitimize the political order if not addressed properly through an open discus-
sion and deliberation. Simply ignoring this difference would lead to the skepticism
about the existing norms, institutions, and procedures (which can be observed in the
discourse in Greece).

Political frustration and strong disagreement resulting from the lack of legitima-
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cy of the policies within the EMU is clearer in the case of Greece. For instance, the fact
that the SYRIZA with the protest discourse undermined two established parties in a
short period of time and gained popularity enough to be able to participate in the coali-
tion government expresses political discontent within the population. Similarly, the last
elections in France where two dominating parties lost the elections to a young political
party that strongly gained influence within a short period of time indicates distrust and
disappointment about the economic policies of the two previous governments. Interest-
ingly, the case of Greece also casts doubts on the argument that democratization of the
EU represents a threat to efficiency (see Majone 1998, Moravcsik 2002). In fact, ne-
glecting the democratic deficit is at least as much a threat to efficiency in the mid and
long term. In my opinion, high legitimacy is crucial for the efficiency of policies within
the EMU.

The second dimension of democratic deficit in the EMU concerns the gaps in the
throughput legitimacy (Schmidt 2013) expressed in the erosion of the basic principles of
the democratic political process as well as in the increasing exclusion of the social part-
ners from the decision-making process. Throughput legitimacy is crucially important
because its lack would constantly undermine the perceptions of legitimacy of the EU
governance, regardless its efficiency (see Schmidt 2013). The EMU undermines the re-
gime of political responsibility through establishing the structures where the two closely
related policy fields have been artificially separated between two levels of governance.
In a democratic political system, responsibility for the policy measures should be placed
upon those who make the decisions. Yet in the EMU, the real location of authority be-
comes unclear. Democratic elements such as equal and effective inclusion, representa-
tiveness in the process of agenda setting, authorization, control, and contestation are all
missing. Instead of the collective will-formation and co-decision, there is imposed legis-
lation and disagreement in the discourse. In fact, Greece represents a case where the
domestic context and process of preference building was ignored in the Memoranda. In
this case, the institutionalized circular relationship between governors and the governed
was damaged; while elections representing the explicit authorization of the decision
makers by the citizens were de facto irrelevant for the economic measures required in
the Memoranda. In the case of Greece, political instability and a frequent change of
governments in the reality did not change the budgetary and fiscal policies, therefore
strongly restricting the right of the population to determine both the budgetary strategy

and priorities through the exercise of their democratic rights. Moreover, the weakness of
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the Greek parliament was revealed too (see Pollak/ Slominski 2012, Benz 2013, Auel/
Hoeing 2014).

Additionally, some interests recognized as legitimate at the national level are
neglected at the European level. Analyzing the discursive data, it becomes clear how the
disagreement by some important actors is not channelized in any way at the European
level. The fact that the social partners (the DGB, the SEV, and the GSEE) signalized
their disagreement and discontent with the Memoranda policies decreases the legitimacy
of these policies. Generally, the policies within the EMU are not embedded in any polit-
ical context of modes of governance and societal power relations where competing val-
ues could be balanced. Therefore, another principle of democratic sovereignty — co-
decision — is violated too.

The description of the EU as an empire of a new type is adopted here with the
focus on the diversified polity where supranational and national modes of governance
co-exist (Bieling 2010; Zielonka 2006). Therefore, the conceptualization of the EU as
an empire emphasizes the fact of recognition of its member states as sovereign. Yet it is
also suggested that the supranational modes of governance despite their formally ‘soft’
regulative nature represent the mechanism that is able to put serious constraints on the
national policies (Follesdal 2011; Hueglin 2002), mainly through establishing and
strengthening a certain type of discourse (see pp. 32-35). Therefore, the existing power
asymmetry among the member states and societal actors is crucial here, as more power-
ful interests get the chance to enforce the agenda, which either benefits them or requires
from them less adjustment effort. The modes of governance employed by the empire
enable domination through discourse. Fixing the terms of discourse raises serious dem-
ocratic concerns if some legitimate interests are constantly excluded and neglected in
the discourse at the European level. The legitimacy and effectiveness of the decisions at
this level finally depends on the acceptance and naturalization of the European dis-
course in the member states.

The neoliberal coalition, which included the German government, was able to
achieve the implementation of the ‘technical’ project of the EMU due to its negotiating
power, thus establishing the foundations of the future EMU discourse. Once the frame-
work of the EMU has taken the form of the ordoliberal vision, formal rules (incorpo-
rated in the SGP) were established, putting an obligation on all the member states to
comply. Yet as the case studies show, the circumstances in the member states were very

different, often requiring fundamental changes in the priorities and values for the sake
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of adjustment.

The reason why deliberation fails is rooted in the power asymmetries or in other
words the unequal relations of economic and political power among the member states
and the mode of decision-making in the EMU. The foundation of asymmetric power in
the EMU lies in the different socio-economic conditions, different policy models, legit-
imation (socio-economic embedding of economic and monetary policies), as well as the
structures of the EMU themselves. In fact, the socio-economic differences determine
unequal sensitivities and vulnerabilities among the member states of the EMU. As some
actors are able to create powerful coalitions, they are capable of successfully promoting
their preferences without carrying formal responsibility for the results of the policies.
Such coalitions may include the member states’ governments, supranational, and private
actors. Those who do not possess comparable power resources within the current
framework of the EMU turn into periphery doomed to follow the recommendations of
‘best practices’. The persisting difference in the economic development remains un-
addressed at the European level and is in fact neglected within the dominating EMU
discourse. The constrained sovereignty of the periphery is expressed in the inability of
the latter to set the agenda and policy priorities either domestically or at the European
level.

At the core, negotiations with veto power combined with ‘soft” modes of gov-
ernance remain the central decision-making procedures in the EMU. The supranational
modes of governance do not formally carry responsibility for economic development in
the member states and therefore do not formally require the inclusion of societal actors.
As there i1s no formal framework for inclusion of societal actors, this inclusion is rather
selective. In fact, the discourse analysis proved not only the difference in the dominat-
ing domestic discourses in the two member states but also that the discourse promoted
by the economically more powerful member state and owners of large capital correlates
with the one dominating in the EMU. The policies within the EMU are penetrated
through control over the discursive articulation at the European level. The lack of dis-
cursive representation and contestation at the European level will constantly re-produce

the favorable conditions for domination.
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Conclusion

Attempting to approach the broader issue of partial integration (and its persis-
tence) within the EMU where the monetary and fiscal policies have been separated and
attributed to different levels of governance, despite functional and political arguments
against such separation (Alesina et al. 2010; Beetsma/Debrun 2004; Bell 2003; Crouch
2000a; De Grauwe 2013; Mulhearn/Vane 2008; Wessels/Linsemann 2002; Scharpf
2013), this research focuses on the democratic implications of the membership in the
EMU. The analysis attempts to scrutinize the coexistence of supranationality and de-
mocracy. It raises questions concerning the mutual relationship between the suprana-
tional political process and democracy in the member states. How does the supranation-
al politics influence the democracy in the member states, and how do democracies in the
member states influence the supranational politics and policies? The research has an ob-
jective to provide a better understanding of the EMU structures through analyzing the
discourse. It offers democratic criticism of the EMU from a discursive and partly from
institutional point of view. It is suggested here that due to economic divergence, the ex-
isting differences in approaches to economic policy across the member states, and the
dominance of the intergovernmental mode of cooperation at the European level the su-
pranational political process takes the form of center-periphery relations. In this context,
some policy concepts have a higher chance of being implemented not because of their
ability to convince the majority, their argumentative quality, their values, or rationality
but simply because of their origin in the center. Therefore, democracy and the domestic
political process in the periphery become partly irrelevant, as the periphery loses the
equal rights to actively participate in the agenda setting and in decision-making. As the
framework of the EMU has not been the result of a European consensus, and the domes-
tic political consensus does not play the key role in the process of policy definition an-
ymore, gaps in legitimacy appear. These gaps persist, becoming larger under the cir-
cumstances of economic hardship. They do not only potentially damage the efficiency
of policy measures and de-stabilize the political system but also endanger the democrat-
ic process itself, spreading civil frustration, apathy, a feeling of fatalism, radicalism, vi-
olence, and disintegration.

As it was stated at the very beginning of this thesis, European integration has a
potential for strengthening the democratic quality of its member states under the condi-
tions of globalization through projection of national interests beyond the state (Haber-

mas 2011). The transfer of monetary policy to the European level without defining the
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features of a common economic policy formally leaves both freedom of definition and
responsibility for the latter to the member states. However, the intergovernmental dy-
namic and new modes of governance de facto set the agenda of economic policy in the
member states, leading to alienation of the monetary and economic policies from the
political process. Being the result of negotiations, the main pillars of the EMU do not
reflect the difference in approaches to economic policy which the case studies proved to
exist. In these circumstances, and regarding the unequal economic and political power
relations, economically stronger states and private actors are able to promote their agen-
da, despite the resistance. The separation of monetary and economic policies proved to
be quite symbolic because the EMU not only significantly reduces the alternatives for
economic policy in the member states in the mid and long term but also disregards the
right of the local actors to agree on the goals and instruments of economic program. As
long as intergovernmental negotiations and the new modes of governance dominate the
economic part of the EMU, the more powerful actors will be able to effectively promote
and implement their agenda. Therefore, the case of the EMU demonstrates how its
structures (being a result of negotiations rather then a broad consensus) hide the persis-
tent asymmetries.

In the EMU, asymmetries in power are reflected in the center-periphery rela-
tions. Such asymmetries create a situation where citizens in the peripheral countries and
disadvantaged social groups across the member states do not have an opportunity to par-
ticipate directly in the decision-making and cannot choose from alternatives (as the
hegemonial discourse fixes the agenda in the ordoliberal terms). Consequently, these
asymmetries are against the principle of democracy and sovereignty of people. For ex-
ample, in Greece, the results of an exclusively European discourse and of the massive
loss of legitimacy are expressed in the strong political turbulence and radicalization in
both the right and left directions of the political scale. In fact, this case demonstrated
how the hegemonic discourse failed to naturalize itself (due to a widespread skepticism
within the Greek political discourse about the European economic policy recommenda-
tions) and started loosing its hegemonic status in the second phase of the discourse
analysis in Greece (see part 6.4.9).

The fact that eurosceptic populism and the agenda of dis-integration (Ep-
pler/Scheller 2013) gained influence across the member states of the EU should be re-
garded as the result of legitimation crisis too, when both globalization and European

integration limit the policy alternatives for articulation by the political establishment in
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the member states. Especially the introduction of the European currency and the Maas-
tricht Treaty split the European public into euroenthusiasts and eurosceptics. As Hei-
senberg argues, Maastricht marked the end of the civil permissive consensus, and part
of the public started questioning their future inside the European project, especially due
to the post-Maastricht years of fiscal austerity and the public perception of democratic
deficit (Heisenberg 2006: 234). According to Scharpf, two challenges remain un-
addressed in the EMU structure: the challenge of lost competitiveness and the challenge
of counterproductive interests rates (Scharpf 2013: 130 ff). Both of these challenges re-
flect divergence among the member states which is not recognized or addressed within
the structures of the EMU. In order for the EMU to become democratic and increase its
legitimacy, it is crucial to achieve the real convergence of economies within the EMU.
Common economic policy should not be bound with the results of negotiation, treaties,
and ‘expertise’ or ‘good practices’ but should include social and political actors (stake-
holders) from the member states on an equal basis. Similarly, the decision-making insti-
tutions responsible for the definition of economic policy must be sensitive to the de-
mands of the citizens and must be accountable to them.

The fact that the European core is able to control the policies in the peripheries
is the direct result of the originally unclear arrangements in the EMU. If the EMU
would not be treated as a technical project but a political one, if the EMU would be a
topic of open and public deliberation instead of negotiations, if citizens in the member
states were made aware of the possible consequences of the membership in the EMU,
then the original agenda of negotiations would have to be modified too. This is history
now, and we will never know how it would end. Yet I suggest not only that such proce-
dure would be more democratic but that it would also deliver democratic and legitimate
results.

This research provides a perspective on the European Economic and Monetary
Union, especially in the circumstances of a crisis, with the focus on asymmetries of
power among its member states and on the democratic effects that such asymmetries
have. It attempts to contribute to the conceptualization of the EU as an empire of a new
type (Cooper 2002, Posener 2007, Zielonka 2006, Bieling 2010) through revealing the
mechanism and nature of asymmetries between two member states as well as through
assessing the hegemony of certain discourse at the EU level. Simultaneously, this thesis
is about the relationship between supranationality and democracy. Extending the exist-

ing research on democracy in the EU (for an overview see Schaefer 2006) and the exist-
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ing research on the effects of the supranational governance on the democratic institu-
tions in the member states, for instance parliaments (see Benz 2013; Auel/Hoeing 2014)
and courts of justice (see Hoepner et al. 2010; Streinz 2009), this thesis focuses on the
legitimizing discourse(s) and its constraints. It is aimed at exposing the apolitical and
undemocratic side of the EMU because of the fact that the meanings in the discourse are
fixed, and there is no space for their re-articulation. This thesis also contributes to the
constitutionalization logic, which is used to describe the development of the EMU, es-
pecially during the EMU crisis since 2010 (Bieling 2011). Against the literature arguing
for the deliberative models of democracy and demoicracy as a benchmark for the EU
(Habermas 2011; Eriksen/Fossum 2012; Neyer 2006; Fabbrini 2011; Nicolaidis 2013;
Cheneval/Schimmelfennig 2013), this thesis emphasizes the aspects which seriously
hamper the implementation of those models. Extending the already existing research on
the formal and institutional features of the EMU (Mulhearn/Vane 2008; Beetsma/
Debrun 2004; De Grauwe 2013; Benz 2013) and on the gaps in the crisis management
(Heinrich/Jessop 2013; Meiers 2015; Meyer-Rix 2013; Overbeek 2012; Radice 2014;
Scharpf 2013; Becker 2014), this research offers a different perspective and provides
the discursive data. This data, for example, also contradicts McNamara’s explanation of
the integration within the EMU based on the convergence of beliefs among the Europe-
an elites about the right monetary policy (McNamara 1998).

Summing up, the EMU is neither exclusively supranational nor intergovernmen-
tal but in fact shares the features of both in a complex framework of center-periphery
relations. Therefore, this research questions both supranationalism and intergovernmen-
talism. First, neither the preferences of supranational institutions nor those of the state
actors can fully explain the dynamic of integration. One should rather consider their
ability to form coalitions with each other and other actors. Second, the European author-
ity undermines state sovereignty of some member states stronger than that of the others.
In fact, in the EMU we observe a higher capacity of a member state to implement its
agenda when compared with another member state, despite postulated equal positions of
both. A core coalition is able to implement its agenda regardless of the resistance due to
the asymmetry in economic and political resources across the member states. Finally, it
is worth mentioning that the intergovernmental mode does not represent a democratic
principle in the case of EMU; it does not ensure an equal participation of each member
state in the decision-making process but further increases asymmetries instead of

providing a base for convergence.
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Moreover, against the central claim of the new intergovernmentalism, this thesis
attempts to prove that deliberation and consensus do not represent the cornerstone of
decision-making in the EMU (and in the EU as a whole, against Bickerton et al. 2015).
Negotiations rather than deliberation represent the main modus operandi in the EMU.

Against demoicracy, the case of the EMU clearly indicates that the accommoda-
tion of differences would only be possible unto a certain degree, as such accommoda-
tion in this policy field quickly becomes inefficient and even pointless. Furthermore,
two core ideas of demoicracy are questioned in this research: transnational non-
domination and mutual recognition (Nikolaidis 2013). What originally seemed to be
mutual recognition due to the lack of consensus turned into harmonization through dom-
ination, especially in the course of the EMU crisis.

The methodology of this research has an objective of examining the conflict and
difference in the economic policy dynamic and in the legitimizing discourses (which
transport the definitions of values in the member states). The findings from the case
studies are then compared with the European level of the EMU in an attempt to assess
how responsive is this level of decision-making to the domestic ideas, values, and jus-
tice perceptions in the member states. In this context, the discourse analysis is aimed at
examining the ideational and relational (actor dimension) aspects of discourse. The re-
search is focused on elite discourse because it is more narrowed down (than a public
discourse) and plays the decisive role in the decision-making. Revealing the limits (in
terms of ideas and actor coalitions) of the dominating discourse on economic and mone-
tary policy at the European level allows us to draw the conclusions about the democratic
implications of integration within the EMU and generally about the political nature of
integration.

At the same time, this research has its limits. Concerning the supranational level,
this research could benefit from a more in-depth look at supranational modes of govern-
ance, focusing more on the discursive divisions among the different member states, Eu-
ropean institutions, and the connection (networks) of private and supranational actors.
Moreover, although the position of the ECB is affiliated with certain interests in this
thesis, further research is needed in order to explain certain shifts in its policy, for ex-
ample the OMT program. Adding more case studies of member states and analysis of
other policy fields would certainly verify the logic of this research. Similarly, while this
research is focused on labor as a social group disadvantaged within the EMU, further

research could certainly examine the suggested approach focusing on other groups of
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population, such as gender groups. In my opinion, women as a social group are un-
derrepresented in the decision-making too, yet would have to face bigger challenges in
the member states of periphery (especially, under the conditions of economic crisis and
budgetary austerity).

From the critical point of view, the method of discourse analysis can raise some
questions. First, the analysis has a goal of observing the content and dynamics of the
discourse by each actor over two periods, covering over seven years in total. Therefore,
in order to make the analysis feasible, the total amount of communications had to be
reduced. The sources used for the discourse analysis represent samples rather than every
communication by an actor during the whole period under consideration. Thus, despite
all the efforts to address this issue, there is still a chance that some important communi-
cations were not included in the analysis. Second, the research assumes that the divi-
sions within the public discourse would be in line with those of the elite discourse. Yet
the public discourse itself was not included in the analysis, as it would certainly increase
the scale of this research by shifting its borders. Further research would be necessary in
order to prove the relation between these two dimensions of discourse on the EMU. De-
spite the limits of this research, it raises an important issue of legitimacy of the Europe-
an policies in the economic and monetary spheres that will hopefully encourage further

discussion and research on this topic.
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