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Abstract 

The Covid-19 emergency makes the seriousness of the unsolved political 
and economic issues that emerged during the European sovereign debt crisis 
even more evident. Today more than ever it is necessary to answer questions re-
lated to the fragility of the EMU architecture: why was the EMU created with an 
asymmetric structure? What was the role of EMU architecture and European 
policies during the crisis? Do EMU asymmetries threaten the survival of the Eu-
rozone? The European integration process took place on the basis of a permis-
sive consensus determined by the expectation of successful economic out-
comes, without a true democratic legitimacy. Under such conditions, a fiscal and 
political union was not possible. The EMU proved to be a competitive arena, 
within which economic and political asymmetries were difficult to manage. An 
analysis of these asymmetries allows conclusions to be drawn regarding the risks 
associated with further economic and institutional integration. 
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Introduction 

The Covid-19 emergency is now being described as a black swan event 
for the world economy (Yarovaya et al., 2020). It surprised the European Union 
(EU) at a delicate phase of its integration process, in a period marked by difficul-
ties connected to a wave of populism, Brexit challenges, and prospects of low 
long-term growth. Although the health emergency is an external shock for which 
no member country has responsibility, it is not easy to identify a shared economic 
and political strategy within EU. Admittedly, the suspension of the Stability and 
Growth Pact (SGP), the proposal to introduce Coronabonds (a new version of the 
much-discussed Eurobonds, a common debt instrument) was opposed by some 
northern countries that continued to refuse the introduction of any risk-sharing in-
strument (Weber, 2020). The debates and long negotiations that accompanied 
the recovery package deal and the European budget in July 2020, including the 
strong opposition of the so-called frugal countries to the southern countries, 
clearly shows that the Covid-19 emergency is a new context in which the un-
solved political and economic issues that emerged during the European sover-
eign debt crisis have to be faced once more. A narrative that contrasts the «cica-
das of the south» with the «ants of the north» has come back into fashion (The 
Economist, 2020). This narrative played a role in the Recovery Plan debate (Ma-
sera, 2020), and is strongly connected to the fear that European resources will 
be wasted through irresponsible and excessive spending (Bialasiewicz, 2020). 
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This paper suggests that the current situation is the result of unsolved politi-
cal and economic problems related to the fragility of the asymmetrical Economic 
and Monetary Union (EMU) architecture. As explained by Schlosser (2019, p.2) 
«absent a central state, EMU’s architecture has been characterised from its incep-
tion by an asymmetrical institutional design marked by the co-existence of a cen-
tralized, supranational monetary policy capacity on the one hand and decentral-
ized, intergovernmental fiscal and economic policies constrained by EU rules, on 
the other». The hostility that emerged between core and the periphery countries 
has been recognised as a sort of «second asymmetry» (Howarth & Verdun, 2020, 
p.288). This second asymmetry, closely related to power asymmetries between 
member countries (Eichacker, 2017), experienced a revival during the Covid-19 
emergency, and should be analysed in close connection with the asymmetric insti-
tutional design of the EMU. Indeed, although the economic literature has widely 
discussed the asymmetrical EMU structure, there is less clarity about the theoreti-
cal and political reasons for this architecture, and its long-term socio-economic and 
political implications. The most controversial aspects of EMU asymmetries will be 
discussed in this paper via three questions: why was the EMU created with an 
asymmetric structure? What was the role of EMU architecture and European poli-
cies during the crisis? Do EMU asymmetries threaten the survival of the Eurozone? 
Clear answers to these questions are an essential prerequisite for understanding 
how to proceed with the integration process after the Covid-19 emergency, and the 
risks associated with further economic and institutional integration. Obviously, the 
answers offered in this paper are a simple starting point to encourage more schol-
ars to deepen their understanding of the theoretical roots and socio-economic and 
political implications of EMU asymmetries. 

Section 2 analyses the European political project, trying to understand the 
political and economic reasons that led to an EMU with an asymmetric structure. 
Section 3 analyses the role of EMU architecture and European policies during the 
crisis. Section 4 considers whether EMU asymmetries threaten the survival of the 
Eurozone and the risks associated with further integration. Section 5 concludes.  

 

The Reasons for an EMU  

with an Asymmetrical Architecture 

 

The Federalist Project and the Role of Democracy 

The EU is the result of the widespread desire to build a new and different 
Europe, able to guarantee a future of peace and prosperity (Dyson & Maes, 
2016). The terrible experience of the world wars led many to consider further 
European integration through the greater economic integration of European 
countries to be fundamental, which would be achieved through exchange rate 
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stability. These important but very general objectives were the fundamental goals 
shared by the architects1, politicians and economists who collaborated in the de-
velopment of the European integration project. 

The most important debate in the first phase of this integration process 
was probably that between the federalist and intergovernmental schools. Accord-
ing to the federalist school, the only way to avoid rivalries between European 
countries degenerating into a war again was to incorporate those countries into a 
federalist structure. As noted by Baldwin and Wyplosz (2009), this position was 
supported by the countries that had suffered the most tragic consequences of the 
world wars (e.g., Austria, Germany, Italy, Belgium, the Netherlands, Luxembourg, 
France) and «many Europeans, including many Germans, felt that Germany 
would be best unified in conjunction with a big increase in the forces tying EU 
members together» (p. 29). On the other hand, countries that had not suffered 
occupation, dictatorship, and/or the most dramatic consequences of the world 
war (e.g., the UK, Ireland, Sweden, Iceland, Switzerland) were more likely to 
consider full national sovereignty a guarantee of the well-being of their nations 
and they promoted an integration process limited to close intergovernmental co-
operation relationships. «Intergovernmentalism initially dominated the post-war 
architecture. In part, this was simply a matter of timing» (p. 12), indeed, the suc-
cess of the European Coal and Steel Community (ECSC) in the 1950s was only 
the first step towards the growing influence of the federalist school which culmi-
nated in the creation of the EMU. 

The EMU was a first step towards a federal economic government, but the 
goal of the political union was, and still remains, rather vague. The extent to 
which member countries will have to renounce their sovereignty, and how the 
competences will be divided between individual member states and the Euro-
pean institutions, is still not clear. In general, supporters of the European federal-
ist project imagine political union not as the result of a centralisation process, but 
as a «complex multi-level parliamentary democracy» (Duff, 2011, p.4) where 
«the delimitation of competences between the Union and its states along with the 
powers of the institutions will be set out in a written constitution which will have 
legal supremacy» (p.5). In practical terms, the federalists hope that the single 
currency will be followed by fiscal union, the elimination of the last barriers to the 

                                                           
1 Following Dyson and Maes (2016), we use the term «architects» to mean «intellectuals 
who had an active role in the process of designing the institutional arrangements of Eco-
nomic and Monetary Union (EMU). They constitute a relatively neglected group of per-
sons who were more than just ‘technocratic’ policy-makers» (p. 254). They were «not 
simply ‘expert with influence’ but ‘intellectuals as policy-makers’» (p.11) able to «built up 
personal networks and institutional structures of support for their ideas, as both intellec-
tuals and policy advocates» (p. 10). They included Raymond Barre, Jacques Delors, Roy 
Jenkins, Alexandre Lamfalussy, Robert Marjolin, Tommaso Padoa-Schioppa, Karl-Otto 
Pöhl, Hans Tietmeyer, Robert Triffin, and Pierre Werner (Dyson & Maes, 2016). 
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single market, and the construction of a European foreign, security, immigration 
and defence policy. 

The rejection of the proposed European constitution in two separate ratifi-
cation referendums in 2005, by France and the Netherlands, made it clear that 
European populations did not necessarily approve of the European political pro-
ject. As explained by Startin and Krouwel (2013, p.67) «the two referendum re-
sults were not a great surprise as in recent years there has been clear evidence 
that a ‘gap’ between pro-European political leaders and a more sceptical citizenry 
has emerged in both countries». It is not clear whether this ‘gap’ was a wide-
spread phenomenon within the EU. Indeed, only Luxembourg and Spain ratified 
the treaty establishing a European constitution by referendum, and the other 
countries approved it without popular consultation, or decided to cancel the pro-
grammed referendums. Empirical study seems to suggest that there is a gap be-
tween élites and public opinion about European integration (Hooghe, 2003), and 
the consequences of the French and Dutch referendums were considered devas-
tating and largely unforeseen in the EU constitutional project (Closa, 2007). 

The role of democracy in the European project is somewhat controversial. 
The possibility that the EU as a single body suffers from a structural democratic 
deficit has been the subject of debate since the origins of the European integra-
tion process. Some scholars are convinced that EU is democratically legitimate 
through the national elections of the representatives of the member states (Mo-
ravcsik, 2002), while others are convinced that there is a democratic deficit, al-
though there is no unanimous definition of ‘democratic deficit’ (Follesdal & Hix, 
2006). Without going into the details of this debate, which was developed further 
after the European sovereign debt crisis, when some theorists started to talk ex-
plicitly about the Eurozone’s crisis of democratic legitimacy (Schmidt, 2015), it is 
important to understand the real role of the European populations in the integra-
tion project. 

An important aspect of the federalist approach is that it implicitly assumes 
that democracy is not enough to guarantee a future of peace and prosperity, and 
that European countries should reduce their national sovereignty. Baldwin and 
Wyplosz (2009, pp.11-12) describe how «some Europeans felt that national sov-
ereignty and the nation-state constituted a fragile system prone to warfare [...]. 
To these thinkers, even democracy was insufficient to prevent horrifying wars. 
Hitler, after all, gained his first hold on power through democratic means». This 
incomplete confidence in democracy has led European political élites to promote 
an integration process beyond what is probably the true degree of awareness of 
the European populations. Bickerton et al. (2015, pp.709-710) note that «the 
early decades of European integration had benefitted from a ‘permissive consen-
sus’ in which the people deferred to élites when it came to the pooling of sover-
eignty». This implies that European identity, on the basis of which every project 
of political convergence should stand, still needs to be defined. For this reason, 
according to Majone (2005, p.219), «the federalist project was doomed from the 
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start», basically because a European demos was absent; in other words «there 
was no European people to sustain such an ambition» (Hayward, 2012, p.6). 

All this confirms that it would have been difficult to start the integration 
process relying on something more than the silent consensus of many European 
populations. As noted by Cerutti (2008, p.10) «legitimacy is easily mistaken to be 
consensus, which is a phenomenon not unambiguously related to it, while the le-
gal legitimacy based upon the treaties is just a background element of political 
legitimacy». 

 

 

Legitimation, Consensus,  

and the Competitive Attitude 

It is well known that the European integration project did not really origi-
nate with European populations, and that «European integration is mostly 
pushed by élites and interest groups that transcend national boundaries» (Guiso 
et al., 2016, p.252). The European project was promoted by policy-makers who, 
in addition to the desire to avoid future conflicts, had important national economic 
interests. The expectation of successful economic outcomes became the source 
of the silent consensus of European populations. Weiler (2001, p.33) observes 
«the general degradation of political process within the European body politic 
principally by making acceptable governance legitimated by successful outcomes 
rather than by democratic process». Although he admits that «the European con-
struct, democratic deficit notwithstanding, has been approved democratically 
again and again» (p.40), he claims that «these successful «referenda» which 
give a valid democratic patina to the European Community represent, too, the 
corrupting effect of the European success on the civic sensibilities of the Euro-
pean peoples and on the very meaning of what it means to be a democracy» 
(p.41). Weiler adds that «the fact that so regularly the European construct is ap-
proved without a serious challenge to its questionable democratic quotidian 
praxis represents the invasion of the market mentality into the sphere of politics 
whereby citizens become consumers of political outcomes rather than active par-
ticipants in the political process. In this respect Europe seems to produce a nega-
tive moral «spill over» effect» (p.41). 

This legitimation based on economic success has had significant reper-
cussions for the attitudes of governments towards the European Union. Indeed, 
European governments, which depend on the consent of voters, have always 
tried to exploit their EU membership to pursue national interests, with unpredict-
able effects for other member countries. This behaviour is not considered particu-
larly anomalous. As noted by Scharpf (2011, p.163), «in capitalist democracies, 
governments depend on the confidence of their voters. To maintain this confi-
dence, however, they also depend on the performance of their real economies 
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and, increasingly, on the confidence of financial markets». The problem with EU 
is that economic reasoning is at the base of its foundation. As noted by Varou-
fakis (2016, p.90), «Europe’s union is nothing like America’s, [...] it was founded 
as an administration for an industrial cartel, rather than as a political mechanism 
by which to balance competing interests in a democracy». This sort of competi-
tion revealed the absence of real shared goals beyond the pursuit of national in-
terests. As claimed by Wilhelm Nölling, Chairman of the Hamburg Landeszen-
tralbank until 1992, «we should be under no illusion – the present controversy 
over the new European monetary order is about power, influence and the pursuit 
of national interests» (Connolly, 1995, p.98). 

The absence of true democratic legitimacy, the consensus based on eco-
nomic results and the competitive attitude of the member countries played a fun-
damental role in the process of European integration, favouring the adoption of 
the single currency albeit within an unstable architecture, and although no mem-
ber country was yet willing to converge towards a political union, at least in the 
short term. 

 

 

Towards Monetary Integration:  

Debates and Issues 

The introduction of the single currency was a fundamental binding step. 
The debate on monetary integration was characterised by the opposition of two 
approaches: the so-called monetarists and economists. As described by Maes 
(2002, p.67) monetarists were convinced that monetary integration would induce 
economic and political convergence. This position was shared mostly in France, 
Italy and by the European Commission. The economists emphasised the role of 
national heterogeneity and the need to ensure political and economic conver-
gence before monetary integration. This vision was shared mostly by Germany 
and the Bundesbank, which emphasised the importance of future member states 
ensuring fiscal discipline, flexible markets and labour mobility. As noted by Dyson 
and Maes (2016, pp.19-20), monetarists gained intellectual support from the en-
dogenous Optimal Currency Area (OCA) theory, and originated from French Col-
bertism, which promoted a discretional approach. Economists, instead, found 
support in traditional OCA theory and originated from German ordoliberalism, 
which promoted a rule-based approach. 

The original OCA theory pioneered by Mundell (1961) and McKinnon (1963) 
states that a geographic area in which countries are economically similar would 
benefit from the introduction of a single currency, however, this is only true under 
certain fundamental conditions: high labour and capital mobility, price and wage 
flexibility, similar business cycles and shocks, production integration and the pres-
ence of a fiscal mechanism to share risk across countries. It is quite evident that 
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the European case satisfies only some of these conditions. In particular, labour 
mobility is low, there is a lack of any type of risk-sharing mechanism, while shocks 
are asymmetric and business cycles asynchronous. Despite this, OCA theory has 
been considered the «theoretical core of the Euro Zone» (Dan, 2014, p.72) al-
though «the optimum currency area argument has been used both for and against 
the creation of the euro» (Vane and Mulhearn, 2006, p.98). Frankel and Rose 
(1998) clearly explained how it was possible to apply the OCA paradigm to the 
European case. They claim that «the OCA criteria are jointly endogenous. The 
suitability of European countries for EMU cannot be judged on the basis of histori-
cal data since the structure of these economies is likely to change dramatically as a 
result of EMU» (p.1011). As a consequence, they proceed to the analysis, which 
they consider simply an application of the Lucas Critique, by claiming that «without 
denying the importance of the third and fourth criteria», which are the degree of la-
bour mobility and the system of risk-sharing, «we focus on the first two OCA crite-
ria» that is, the extent of trade and the similarity of the shocks and cycles (p.1011). 
On these premises, they conclude that «a country is more likely to satisfy the crite-
ria for entry into a currency union ex post than ex ante» (p.1024). 

The idea that monetary integration would induce economic and political 
convergence played an important role in leading some scholars to believe in the 
feasibility of the EMU with asymmetric architecture. Despite this, the possible im-
plications of a monetary union without a fiscal union have been the subject of de-
bate. In 1971, Nicholas Kaldor, commenting on the Werner Report, claimed that 
«it is a dangerous error to believe that monetary and economic union can pre-
cede a political union or that it will act (in the words of the Werner report) ‘as a 
leaven for the evolvement of a political union which in the long run it will in any 
case be unable to do without’. For if the creation of a monetary union and Com-
munity control over national budgets generates pressures which lead to a break-
down of the whole system, it will prevent the development of a political union, not 
promote it» (Kaldor, 1980). Despite this debate, fiscal federalism has been ex-
cluded, as well as the introduction of a bailout clause or risk-sharing instruments. 
As a consequence, the only alternative has been the creation of an economic 
and monetary union with a centralised monetary policy and a decentralised fiscal 
policy; in other words, an EMU with asymmetrical architecture. 

 

 

The Conditions for Asymmetric Architecture:  

Rules and Policies 

Many mainstream economic theorists have confirmed the feasibility of 
asymmetric EMU architecture (Maes, 2002). Some, aware of the impossibility of 
forming a political union at least in the short term, have come to suggest the op-
timality of the EMU asymmetric architecture under certain conditions. 
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For example, Alesina and Perotti (1998) analyse the risks and advantages 
of a centralised fiscal policy within a monetary and economic union. They ob-
serve that if countries are heterogeneous, the political risk associated with a cen-
tralised fiscal policy cannot be neglected. Indeed, there is a significant increase 
in uncertainty due to an increase in conflicts of interest among citizens of the dif-
ferent countries who can vote and are thus involved in the decision-making proc-
ess. As a consequence, the economic advantages coming from a centralised fis-
cal policy risk being offset by possible political issues. Breuss (2000, p.103) con-
firms that «the Alesina and Perotti model allows one to justify the approach the 
EU has chosen in the Maastricht Treaty to create the policy framework of the 
EMU». 

Beetsma and Bovenberg (2001) observe that institutional measures aimed 
at promoting the credibility of ECB monetary policy (e.g. by imposing an inflation 
target) tend to weaken fiscal discipline, and they conclude that «a monetary un-
ion without a fiscal union is optimal if both lack of commitment of monetary policy 
and lack of discipline of fiscal policy are serious. [...] These conditions for a 
monetary union but against a fiscal union are likely to be met in Europe» (p.203). 

The awareness that the interests of the various European countries are 
potentially in conflict, and that governments are subject to moral hazard and free-
riding problems, has led many scholars to consider it inappropriate and too ex-
pensive to expand the coordination of ex-ante fiscal policies, and sufficient for 
countries to guarantee fiscal discipline (Alesina et al., 2001; Beetsma and Bov-
enberg, 2001; Issing, 2002).  

Fiscal rules, thanks to their supposed apolitical nature, seemed to be the 
best way to manage coordination and avoid political cycles in public finance, al-
though «if not well-designed and implemented, they can also be a source of in-
stability, in particular if they generate pro-cyclical fiscal policy» (Darvas et al., 
2018, p.2). Uhlig (2003, p.54), following Kydland and Prescott (1977), claims that 
rules fixed by well-designed institutions are the solution to the coordination prob-
lem: «what is needed are good rules, and good rules are best implemented with 
a commitment technology. Good commitment technologies take the form of well-
designed institutions. Good examples for these institutions are the European 
Central Bank as well as the Stability and Growth Pact». The desire to release 
European institutions from possible political influences in order to guarantee 
peaceful relations between countries and to preserve their credibility is clear. Uh-
lig’s (2003, p.55) proposal to relieve the ECOFIN of the task of imposing a pen-
alty on countries that violate the SGP, and to ensure that these penalties are 
automatically imposed when the constraints are violated, is an excellent exam-
ple. 

These studies do not explain how the Eurozone countries can protect 
themselves from possible shocks and recessionary phases given the absence of 
risk sharing instruments, the constraint of fiscal discipline, and, consequently, the 
impossibility of resorting seriously to expansive fiscal policies. The concept of 
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expansive austerity, based on a German view in vogue in the 1980s and consis-
tent with ordoliberalism, played a fundamental role in this regard. Giavazzi and 
Pagano (1990) analyse the possibility that fiscal retrenchment could be the prem-
ise for an expansionary phase. The idea is that the negative effects of spending 
cuts could be more than compensated by positive effects on expectations and 
more space for the expansion of the private sector. In order to verify empirically 
«how often the contractionary Keynesian effect of a spending cut prevails on its 
expansionary expectational effect» (p.76), the authors analyse two extreme 
cases in the 1980s, Denmark and Ireland. Briefly, the authors find that «there are 
cases in which the German view has a serious claim to empirical relevance» 
(p.105). It is clear that similar findings are the theoretical underpinning of auster-
ity measures, but it is important to note that this German view seems suitable for 
small export economies able to compensate for the decrease in internal demand 
as a result of restrictive policies, such as Denmark and Ireland. The analytical fo-
cus on these two cases in the 1980s, however, is too narrow to be expanded to a 
heterogeneous group of countries such as the EMU. The other countries involved 
in Giavazzi and Pagano’s (1990) analysis are also mostly the northern countries 
(e.g., Germany, Belgium, Netherland, France, United Kingdom) with a little refer-
ence to countries such as Italy and Spain. Despite this, other influential scholars 
have supported this view, which seemed to solve most doubts related to the sta-
bility of the asymmetric architecture of EMU. 

This approach, which sees in the violation of fiscal discipline perhaps the 
only real threat to the stability of an optimal, despite asymmetric, EMU architec-
ture, revealed the utilitarian conception of the European project. Mathieu and 
Sterdyniak (2013, p.191) note that «fiscal rules proponents argue that govern-
ments are not benevolent. Governments do not aim at optimising citizens’ wel-
fare but aim at being re-elected. Besides, each generation is selfish and does not 
care about the situation for future generations. Last, financial markets need to be 
reassured on the ability of governments to service debt. Each of these goals in-
duces a specific rule». This confirms what economists were aware of: that the 
EMU was nothing more than a competitive arena in which the conflicting eco-
nomic interests of the different countries faced each other, without trust, and 
without a real desire to share common goals or to be in solidarity with others. 
Without a political union but a common currency, the only goal of the EMU is to 
prevent member countries from taking advantage of the situation to the detriment 
of others. Fiscal discipline therefore plays a key role. This vision, however, sees 
a moral hazard risk only on the side of the most vulnerable countries, who are 
considered able take advantage of the credibility of the stronger member coun-
tries in order to reduce their fiscal discipline efforts. A partial vision unable to 
grasp such systemic risks that led to the European sovereign debt crisis. Despite 
all, this vision was able to survive long enough to affect the way in which the 
covid-19 emergency has been faced, years later. 
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Roots and Consequences  

of the European Sovereign Debt Crisis 

 

Understanding the Real Roots  

of the European Crisis 

European institutions and many mainstream scholars have developed a 
particular narrative aimed at explaining the causes and dynamics of the Euro-
pean sovereign debt crisis, coherently with the economic postulates that sus-
tained the optimality of EMU architecture. While admitting the architectural flaws 
of the EMU, they believe that its asymmetry is not the principal responsible for 
the limited capacity of member countries to face the crisis. Indeed, the macro-
economic imbalances had to be resolved through microeconomic structural re-
forms aimed at improving the efficiency and flexibility of the markets. This would 
allow member countries to strengthen their competitiveness and resilience, but 
all this was not done because individual member states did not want to apply un-
popular reforms. If this factor is added to the lack of adherence to fiscal disci-
pline, then the responsibility of the member countries for the dynamics of the cri-
sis is clear. This interpretation of the crisis has been persistent, as can be seen 
from the European Commission’s EMU@10 report in 2008 up to the report A 
blueprint for a deep and genuine economic and monetary union – Launching a 
European debate in 2012. The centrality of structural reforms and fiscal discipline 
are factors that we can also trace in the various Memorandums of Understanding 
or in the European Semester, as well as in efforts to increase the credibility of 
fiscal rules (e.g., fiscal compact) up to the most recent European reports.  

There is no doubt that member countries must ensure sovereign debt sus-
tainability to guarantee EMU stability, however, sovereign debt sustainability re-
mains to be defined, and also how it can be guaranteed without compromising a 
country’s growth prospects, and its role in the dynamics of the crisis. European 
convergence criteria set limits of 3% for the public deficit/GDP ratio and 60% for 
the public debt/GDP ratio. Unfortunately, these limits are controversial and lack 
robust and widespread theoretical support. Indeed, «nobody has ever been able 
to give any plausible explanation of why these two figures were chosen» (Pasi-
netti, 1998b, p.104). One can only imagine that the answer is connected to the 
fact that when the nominal rate of growth of GDP is 5% (which seemed a rea-
sonable figure to assume at the time, owing to, let us say, a 2% real rate of 
growth and a 3% rate of inflation), a situation in which the public debt/GDP ratio 
is 60% implies that the deficit/GDP ratio must be no higher than 3%, if one wants 
to preserve a non-increasing debt/GDP ratio. [But] they represent a point on the 
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boundary to the «zone» in which the public debt to GDP ratio is either constant or 
decreasing. But clearly, within such a «sustainability» zone, the mentioned triplet 
of numbers (3%, 60%, 5%) only represents one single point. There is an infinite 
number of other points – i.e. an infinite number of triplets – that share the same 
characteristics (Pasinetti, 1998a, p.19). 

It is less easy to establish when, regardless of the circumstances, the level 
of the sovereign debt could be considered unsustainable. Indeed, «although sus-
tainability of public finances has been discussed for more than a century now, it 
is still an imprecise concept. [...] there is no generally agreed upon definition of 
what precisely constitutes a sustainable debt position. [...] Debt sustainability can 
be regarded as a short-, medium-, or long-term concept, with the open question 
of how to define these horizons, and debt and deficits can be measured gross or 
net, including or excluding the liabilities of social security systems and other 
items» (Neck and Sturm, 2008, p. 1). The analysis becomes even more complex 
if we also consider, beyond public indebtedness, the role of private and total in-
debtedness, and the fact that «the public-debt bonds in circulation also fulfil a 
function similar to that fulfilled by the stock of money. They provide individuals 
and institutions with financial assets to hold» (Pasinetti, 1998a, p.33). What is of-
ten underestimated is the importance of the quality of public indebtedness, the 
circumstances that can lead to its increase (e.g., counter-cyclical spending) and 
the role of public investment in the development process of each European 
member country. Indeed, «cutting public investment has been a common re-
sponse of European governments during the crisis, despite various studies high-
lighting the detrimental effects on growth» (Zuleeg and Schneider, 2015, p. 1). 
Unfortunately, both the Investment for Europe Plan (the so-called Juncker-Plan) 
and the investment clause under the SGP have failed. According to Zuleeg and 
Schneider (2015, p. 3) «the importance of social and other productive public in-
vestment should be reflected in the SGP. This could be achieved by introducing 
a Golden Rule, enabling governments – over the economic cycle – to borrow 
only to invest and not to fund current spending». This point of view is also shared 
by other scholars, such as Truger (2015).  

Debt sustainability can be guaranteed in different ways, and compatibly 
with a country’s growth path. It is now widely accepted that austerity policies did 
not bring about their desired effects, that expansive austerity did not work during 
the European crisis, and that the Maastricht parameters must be reviewed (Dar-
vas, 2010). Many scholars also argue that fiscal discipline violations are not a 
factor underlying the crisis, which instead was caused by macroeconomic imbal-
ances and the heavy dependence of some vulnerable member countries on for-
eign borrowing (Scharpf, 2011).  These imbalances were also determined by the 
opportunistic behaviours of the core countries towards those of the periphery 
(Priewe, 2018; Eichacker, 2017). Pérez-Caldentey and Vernengo (2012) claim 
that «underpinned by a process of monetary unification and financial deregula-
tion, core eurozone countries pursued export-led growth policies – or, more spe-
cifically, ‘beggar thy neighbor’ policies – at the expense of mounting disequilibria 
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and debt accumulation in the periphery» (p.1) and that «noncore countries did 
not have the means to counteract and offset core countries’ ‘beggar thy neighbor’ 
policies» (p.19). As noted by Gros (2013, p.503), at the outbreak of the financial 
crisis, «when the flows of capital dried up then both the governments and the pri-
vate sector in these countries had difficulties in financing ongoing deficits and 
rolling over the existing stock of debt [...]. This created the impression that ex-
cessive fiscal deficits and high public debts had brought these countries to the 
brink of default». The strong involvement of German and French banks in the pe-
ripheral countries exposed their banking systems to the risk of default. It cannot 
be ruled out that the bailouts of some peripheral countries were nothing more 
than attempts to rescue the banking systems of the core countries (Nikolaidou, 
2016). Thompson (2015, p.853) suggests that «the incentive for the German 
government both to present as German sacrifice initiatives that have in fact 
served the interests of German banks and to spread the cost of supporting those 
banks beyond German taxpayers was acute and consequential [...] these inter-
ests must be acknowledged in a way that has been absent in much discussion of 
the euro-zone crisis». The crisis seems to have shown that the failure to recog-
nise that even the strongest countries could exploit their membership at the ex-
pense of others, was one of the most serious shortcomings of the analyses that 
supported the optimality of an asymmetric EMU architecture.  

 

 

Convergence through the Crisis? 

Lane (1993, p.54) notes that the rationale of the Maastricht rules «is that 
market discipline is inadequate to induce countries to pursue sound fiscal poli-
cies» and cites the Delors Report on the EMU, in which it is explicitly stated that 
«experience suggests that market perceptions do not necessarily provide strong 
and compelling signals. The constraints imposed by market forces might either 
be too slow and weak or too sudden and disruptive» (Delors Committee, 1989, p. 
24). The monetary financing prohibition (i.e., the ECB cannot finance government 
spending), the ‘no bailout clause’ (i.e., the prohibition on assuming the debts in-
curred by another member country) and full responsibility for the risk of default ly-
ing with each member country, are some of the elements that should have guar-
anteed «positive feedback mechanisms which would ensure a stable economic 
and monetary system» and «encourage member states to keep their ‘own 
houses in order’» (Yiangou et al., 2013, p.227). However, this «governance 
through financial market discipline» has not worked properly (p.227). Indeed, 
markets «showed little willingness to punish deficit or debt levels above the 
Maastricht thresholds» so that «euro area member states received inappropriate 
signals about their future solvency, leading to deficit and debt levels not sup-
ported by underlying economic fundamentals» (p.228). The most surprising ele-
ment is that this situation and the dramatic dynamics of the crisis favoured rather 
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than hindered further European integration. Yiangou et al., (2013, pp.234-235) 
concluded that «by encouraging countries to demonstrate policy credibility, the 
monetary financing prohibition leads to a gradual strengthening of supranational 
rules and institutions and a stronger role for the European Commission. [...] The 
monetary financing prohibition can therefore be seen as a form of ‘tough love’ 
that pushes deeper euro area integration and fills the ‘gaps’ in its original institu-
tional design». In this regard, Schimmelfennig (2014, p.322) claims that «the tri-
ple sequence of financial crisis, debt crisis and Eurozone crisis has triggered an 
unprecedented politicization of European integration» and in particular the emer-
gence of a technocratic supranational integration.  

All this seems to indicate that although the market was unable to give ap-
propriate signals to member countries prior to the crisis, it subsequently proved 
to be an efficient disciplinary tool. Tooze (2020) expresses this concept using the 
term debt market discipline. With reference to the European sovereign debt cri-
sis, he claims: 

That bond markets were so dominant with regard to weaker members of 
the eurozone at the height of the crisis in 2010–12 was anomalous. No doubt the 
financial situation of Greece was hopeless and that of Spain, Ireland and Italy dif-
ficult. But the pressure was massively amplified by self-imposed institutional con-
straints, strategic inaction by key European states, notably Germany, and a dan-
gerous cat-and-mouse game played by the conservative leadership of the ECB 
under Jean-Claude Trichet. [...] The weak structure of collective fiscal discipline 
was supplement by the threat of bond-market terror. [...] The dysfunction resulted 
from political failure and, specifically, the tendency to substitute ‘market disci-
pline’ for politics in Europe’s incomplete monetary union. [...] in a crisis, what 
markets inflict is not so much rational and sustained discipline, but panic. Far 
from depoliticizing fiscal and monetary policy, the result was to stoke resentment 
on all sides. 

Woodruff (2016, p.103) analyses the «political roots in the use of market 
panic as a tool to eliminate the space for democratic choice about economic pol-
icy». He claims that «there was no direct connection between data on budget 
deficits and growth prospects and the mood of the markets [...] There is no sense 
in which the austerity agenda was imposed by market forces; it was a political 
choice that governing by panic was used to implement» (p.104). Woodruff pre-
cises the mechanism that was working during the crisis: 

Spiking interest rates on sovereign bond markets prompted a sense of cri-
sis among European political leaders, who were well aware of the potentially dis-
astrous impact on the banking system. And in each case, the ECB eventually 
used its power to create money to help calm markets. First, however, the ECB 
leadership implicitly or explicitly threatened to withhold its help unless policy or 
institutional changes implementing Brussels-Frankfurt priorities (especially labor 
market liberalization and fiscal austerity) were adopted. These threats were 
made credible by the rigid rules on the ECB’s independence and mandate, and 
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the prospect of vigorous German political and legal opposition to exceeding that 
mandate (p.98).  

Similar observations are made by Ojala (2021, pp.207-208) who claims 
that «relying on the market as an autonomous disciplining mechanism, European 
authorities now enforced fiscal discipline [...] Such a blatant use of the market as 
a policy tool to subject governments to the will of the central bank rendered the 
ECB’s power over the bloc increasingly apparent – and politicised».  

Structural reforms are fundamental for economic and institutional conver-
gence. According to some scholars, structural reforms aim to induce the weaker 
member countries to converge towards economic frameworks in which market 
mechanisms dominate. According to Nölke (2016, p.152), this sort of conver-
gence is «the blueprint of the Troika reforms». Institutional convergence is cer-
tainly a difficult goal to achieve within the EU. The European integration process 
has shown that institutional convergence within the union was far more problem-
atic than economic convergence (Schönfelder and Wagner, 2019; Alesina et al., 
2017). Since institutional and economic convergence is an essential precondition 
for the political unification project, the asymmetric architecture of the EMU, fiscal 
rules and debt market discipline proved to be effective devices for accelerating 
this process during the crisis.  

Varoufakis (2016, p.96), in his reconstruction of the political process at the 
basis of the EMU claims that: «François Mitterrand, and probably German chan-
cellor Helmut Kohl too, knew that the common currency would spearhead unsus-
tainable flows of money, from the surplus to the deficit countries. They could see 
that a large-scale crisis was inevitable. But they hoped that the crisis would cre-
ate the political momentum toward a federal Europe». Many scholars and policy-
makers have argued, especially after the crisis, that political union is inevitable in 
the long-term (e.g., Bishop, 2011). Jean Monnet’s prophecy (1976/1978, p.417) 
that «Europe will be forged in crises, and will be the sum of the solutions adopted 
for those crises» seems to support this analysis still further.  

‘Convergence through the crisis’ may be, however, something more than a 
prophecy or an unpredictable evolution of the integration project. Indeed, it may 
be part of what Guiso et al. (2016) call ‘Monnet’s strategy’ or ‘Monnet’s chain re-
action theory’. These authors explain how the functionalist approach promoted by 
Jean Monnet and other functionalists within the European project aimed at trans-
ferring some policy functions to supranational institutions «which do not respond 
directly to voters [and] are deputized to push further the integration process»; this 
first step «creates a pressure for more integration through both positive and 
negative feedback loops». While positive feedback loops arise when policy-
makers and voters desire to deepen integration thanks to benefits observed from 
partial integration, negative feedback loops are found when «partial integration 
leads to institutional and economic inconsistences that will push further integra-
tion by forcing the introduction of the complementary reforms needed», espe-
cially because «dismantling the initial integration is costly». The existence of in-
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stitutional and economic inconsistences seems not to be accidental: «techno-
crats typically start from narrow areas of expertise (e.g., coal, steel) where they 
have an informational advantage and voters and national politicians are not able 
to predict or anticipate the contradictions generated by these partial integrations, 
nor are interested in opposing them because they affect a limited number of vot-
ers. A leading example of this ‘burning the ships’ strategy is the euro» (p.252).  

The connection between these institutional and economic inconsistences, 
or asymmetries, and the crisis, was confirmed by Guiso et al. (2016, p.253) who 
observed how some European founding fathers seem to have conceived the 
mechanism knowing that these inconsistences would lead to crises. These crises 
were seen as opportunities to force further integration which voters would have 
not favoured otherwise. In the words of Romano Prodi, one of these founding fa-
thers, ‘I am sure the euro will oblige us to introduce a new set of economic policy 
instruments. It is politically impossible to propose that now. But some day there 
will be a crisis and new instruments will be created’. [...] Padoa-Schioppa, one of 
the founding father of the euro, once said that the Economic and Monetary Union 
(EMU) has the same name of an ostrich-like Australian bird. ‘Neither’, he said, 
‘can go backwards’.  

So far, it seems true that «Monnet’s chain reaction theory delivered the 
desired outcome, albeit in a very non-democratic way» (p.292).  

 

 

The Future of European Asymmetries 

It remains to be clarified why it now seems so difficult to converge towards 
fiscal and political union. According to Varoufakis (2016, p.89), the technocratic 
imprint of the European institutions has not allowed the emergence of charis-
matic political figures capable of dragging the European populations towards po-
litical union as a response to the crisis: «inadvertently, Mitterrand and Kohl con-
tributed to a technocracy revolving around a monetary union that eradicated the 
type of political leadership necessary to step in during a crisis and complete their 
creation». 

The hostility that emerged between core and the periphery countries has 
been recognised as a sort of «second asymmetry» (Howarth and Verdun, 2020, 
p.288) that suggests a different explanation, strongly connected to the EMU’s 
strong competitive nature, its lack of democratic legitimacy and its political imbal-
ance due to power asymmetries between member countries (Eichacker, 2017). 

As described by Farina (2020), Europe did not develop on the basis of a 
community spirit, but through a process of reconciliation of interests, which has 
been guided by the strongest countries. In this scenario, the rules aimed to make 
decisions appear apolitical that instead reflected the best political and economic 
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outcome for the strongest countries. The breaking down of borders and the sin-
gle market implied that competition between countries, and in particular market 
forces, had decreed the development of the European integration process. This 
approach penalises integration and favours national interests. Any help given to 
weak countries during the crisis was made only in the interest of the community 
and, ultimately, of the strong countries themselves. In such a context, many ac-
tions taken at European level have proved to be to the advantage of the politi-
cally and economically stronger countries. 

It is well-known that there is a political imbalance in Europe. The EU has 
always been characterised by Franco-German leadership. Over time, the 
stronger countries have been able to influence the decisions of the European in-
stitutions. Haas et al. (2020, p. 332) admit that research suggests that «powerful 
countries seem to be better able to change Commission assessments of fiscal 
policy» and suggest that the episode of 2016 is a clear public example, when 
«Commission president Juncker admitted in 2016 that the Commission had given 
France leeway on fiscal rules ‘because it is France’». One of the most serious yet 
neglected consequences of this political asymmetry was the interference of the 
strongest member countries in the economies of the most vulnerable member 
countries. The privatisation process is just one example of the consequences of 
this interference. Privatisations were another tool strongly recommended by 
creditor countries to reduce debt, and they were included in various Memoran-
dums of Understanding. For example, to obtain the help it needed, Greece was 
forced in 2015 to agree to sell state assets and important infrastructure with the 
purpose of collecting 50 billion euros. There was explicit reference in the Memo-
randum of Understanding to the need to sell the Ports of Piraeus and Thessalo-
niki, but other assets were also put up for sale (e.g., the Helliniko Olympic com-
plex, 14 regional airports, power and water companies, telecommunications and 
natural gas companies, etc.), despite opposition from the Greek population. It 
has not gone unnoticed that, as a consequence of the privatisation process, the 
major airports in Greece passed into the hands of a German public company, 
Fraport. Deutsche Telekom has also become the largest telephone company in 
Greece, a move in line with the company’s goal of becoming the European 
leader in telecommunications. Other member countries have been led to similar 
privatisation processes (e.g., Portugal, Ireland and Cyprus) on the basis of the 
European Commission’s conviction that the «privatisation of public companies 
contributes to the reduction of public debt, [and also] has the potential of increas-
ing the efficiency of companies and, by extension, the competitiveness of the 
economy as a whole» (Vila and Peters, 2016, p.7). However, these claims seem 
to «ignore the evidence of recent privatisations which have more often led to re-
duced state revenue, increased corruption and poorer services. They also ignore 
the wage losses, redundancies and erosion of labour rights that have resulted 
from privatisation that have further exacerbated the economic crisis. The blind-
ness of the Troika to the detrimental effects of short-term liquidation of state as-
sets may be ideological in nature, but it is bolstered by the growth of a powerful 
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privatisation industry in Europe that profits immensely from these sales and ac-
tively lobbies for continued business» (p.5). 

The asymmetry that emerged between core and periphery countries 
should not be interpreted as signalling a move away from the project of a political 
union, but as a phase defining the power relations between countries and design-
ing the future leadership of the political union. In a sense, it seems that the idea 
of a political integration project in Europe, based on values of solidarity and shar-
ing, has never really been shared by all European countries. Following the crisis, 
these divergent perspectives are starting to become clearer, as are their conse-
quences. For example, Priewe (2018, p.75) reports that according to some 
scholars: «German policy should be geared to serve only own interests, like 
other countries are believed to do, but not ‘moral values’ like helping other coun-
tries to shrink their deficits». 

European asymmetries (i.e., the asymmetric architecture of the EMU and 
the ‘second asymmetry’ that emerged between core and periphery) will probably 
not lead to the dissolution of the Eurozone, because this would be disadvanta-
geous for European member countries. As noted by Helmut Schmidt «this is the 
great strength of the euro, that nobody can leave it without damaging his own 
country and his own economy in a severe way» (Marsh, 2009, p.255). However, 
some scholars fear that if the integration process is carried out without real ap-
proval from voters and if a Eurozone country decides to leave and its exit costs 
are not be as heavy as expected, then the Eurozone risks a dramatic meltdown 
(Guiso et al., 2016). Consequently, «to avoid this meltdown, there is a need of a 
more serious political discussion about the cost and benefits of unification. If the 
European project needs to regain consensus, it must be perceived as a choice, 
not as a forced outcome» (p.291).  

Although these concerns are absolutely acceptable, asymmetric architec-
ture lends itself to recurring crises that are likely to force fiscal and political con-
vergence. What the Eurozone member countries must fear today is not mainly 
(or at least not only) the collapse of the EMU, but convergence, perhaps forced 
by the crisis that will follow the covid-19 emergency, towards a fiscal and political 
union without real democratic legitimacy within and between member countries. 

 

 

Conclusions 

We can now try to answer the three questions posed at the beginning of 
this paper. 

Why was the EMU created with an asymmetric structure? The debate be-
tween the federalist and intergovernmental schools shows that the federalist pro-
ject proposed a process of economic and political integration without a true proc-
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ess of democratic legitimacy. There are two basic reasons that led to support for 
this project. Politically, democracy would not guarantee a peaceful future in 
Europe because many dictatorships were born out of democratic processes. It 
was therefore necessary to undertake an integration project trying to build a 
European identity over time. Economically, the unification process promised eco-
nomic benefits for all countries, although none were ready to give up their sover-
eignty to any great extent. Under these conditions, continuing the integration 
process left only one possibility: monetary union without fiscal and political union. 
Mainstream economics has tried to demonstrate the optimality and feasibility of 
an asymmetric architecture in the hope of institutional convergence in the long-
term. EMU asymmetric architecture could be optimal under fiscal discipline and 
thanks to the role of expansive austerity. An interpretation that reveals a utilitar-
ian vision of the European project and the awareness that the EMU is for the 
moment nothing more than a competitive arena. The idea that only the most vul-
nerable member countries can take advantage of EMU architecture leads to a 
strong focus on fiscal rules with important repercussions, not only for the inter-
pretation and management of the crisis, but also in the way the covid-19 emer-
gency is addressed.  

What was the role of EMU architecture and European policies during the cri-
sis? Market discipline was considerate inadequate to induce countries to guarantee 
sound fiscal policies. As a consequence, the Maastricht rules were introduced. It is 
well known that monetary financing prohibition, the ‘no bailout clause’ and the full 
responsibility for the risk of default have not promoted stability, especially during 
the crisis. Similarly, many scholars have underlined how the Maastricht rules do not 
have a robust economic justification. The way these controversial rules and Euro-
pean architecture have favoured rather than hindered a deepening of a techno-
cratic supranational integration, however, caused many scholars to consider the 
political roots of the integration process. The crisis demonstrated that financial 
markets are an efficient disciplinary tool able to induce member countries through 
debt market discipline to respect the rules and apply structural reforms that are 
necessary for economic and institutional convergence, an important prerequisite 
for approaching a political union. EMU asymmetric architecture, with its instability 
and its rules, proved to be a suitable framework with which to create economic and 
institutional convergence through an economic crisis.  

Do EMU asymmetries threaten the survival of the Eurozone? The true risk 
is not (or at least not only) the collapse of the Eurozone, but that EU member 
countries could converge (or be forced to converge as a consequence of crisis 
such as the one that will follow the covid-19 emergency) towards a fiscal and po-
litical union without democracy and fairness within and between countries. The 
conclusion seems to be that the fears of European architects that hostilities be-
tween European countries could result in new conflicts was well founded. The 
answer, however, should not have been to force a process of integration lacking 
democratic legitimacy, but to create the conditions for a political union starting 
from a political balance between member countries. 
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