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1. Introduction

During the dramatic negotiations over Greece’s third bailout package on 11-13 July
2015, Europe’s more than five year long euro-debt crisis took a significant turn, arguably
changing the paradigm of the European Monetary Union (EMU). Spilling from the
periphery over to the very core of the Eurozone, the Greek debt crisis triggered a larger
conflict about whether the intractable problems of one of its member states could - in
fact needed to - be solved within the existing paradigm of the currency union, or
whether they made its break-off imperative. In fact, the German Finance Ministry
claimed there were two alternatives: Either the Greek authorities guaranteed upfront
“debt sustainability” through a “credible implementation perspective” of reforms aimed
at financial market access after the new ESM financial assistance programme was
completed. Or, “a time-out from the Eurozone” for Greece was the “only way forward
(that) could allow for sufficient debt restructuring since this would not be in line with
the membership in a monetary union (Art. 125 TFEU)”.?2 The Peterson Institute for
International Economics was quick to warn against the risks of bringing a “Grexit” up in
Eurogroup dealings: “Doing so proved to be an extraordinarily effective negotiating
technique ..At the same time, the spectre of a Greek exit undermined the sense of
irreversibility in the euro area“ (Kirkegaard 2015). Former German Foreign Minister
and Vice-Chancellor Joschka Fischer advised not “to dismiss the fierce criticism of
Germany and its leading players that erupted after the diktat on Greece” (Fischer
2015).3 The spectre of the “ugly German” foreshadowed what British historian Timothy
Garton Ash has foretold for the European Union of the 215t century: “Europe is being
torn apart - but the torture will be slow” (Ash 2015). Finally, resistance on the part of

1 Earlier drafts of this chapter have been discussed at the conference “Democratic Constitutionalism in
Europe”, ARENA Centre for European Studies, Oslo, Nov. 4 - 6. 2014; and at the CEuS EU research seminar
at Bremen University. [ am indebted to the participants of both, and especially to Espen Olsen, Dennis
Zagermann and Stefan Wallaschek, for valuable comments.

2The German Finance Ministry listed three specific conditions for Greece to make reform commitments
credible: A Greek assets privatization fund for ensuring debt sustainability; capacity-building and de-
politicising of the Greek administration under hospices of the COM; and automatic spending cuts in case of
missing deficit targets for ensuring a successful implementation of the programme; see the non-paper by
the German Finance Ministry “Comments on the latest Greek proposals” (10 July 2015).

3 Recalling the “fundamental historical question at the heart of German foreign policy for two centuries”
whether to aim at a “European Germany” or a “German Europe” (Beck 2012), Fischer argued this question
“was answered during that long night in Brussels, with German Europe prevailing over European
Germany”; see Joschka Fischer: The Return of the Ugly German, Project Syndicate 23 July 2015.



France, Italy, Luxembourg and Greece itself - and the latter’s willingness to compromise
- removed a “Grexit” from the negotiation table. Ultimately, despite the overwhelming
majority of Greeks voting against the bailout conditions in the Greek referendum on 5t
July, the Greek government committed to the Euro Summit’s conditions in exchange for
a three year financial assistance package. These obligations include Germany’s “upfront”
hard conditions, establishing a “privatization fund”, structural reforms and fiscal
austerity under Troika control and acceptance “that nominal haircuts on the debt cannot
be undertaken”. Yet, the creditors also pledge to boost growth and job creation and to
ensure that Greece’s “gross financing needs remain at a sustainable level”. 4
Nevertheless, over that haunting weekend in Brussels, EMU experienced a veritable,
even if incomplete, paradigm change: Paradoxically, for the sake of fiscal stability it
turned from an irreversible institution into a contingent, politically determined more
dynamic regime.

At this historical juncture what is being contested is how to qualify Greece’s third rescue
package: as “utter humiliation or disaster averted”, as appropriate to end the Greek debt
crisis or as signalling that the spectre of Grexit will be back in the foreseeable future.> To
better understand the potentials for paradigm changes, it is indispensable to explore the
discursive dynamics of the European currency union. Some commentators have
depicted EMU as a “debilitating trap that countries cannot escape without suffering even
more pain” (The Editorial Board, NYT 25. 7. 2015), yet the present analysis questions
this depiction. [ adopt the framework of “contested narratives” for exploring the political
discourses in support of and in opposition to the regulatory reforms that the Eurozone
has developed in response to the financial crisis. Here, Greece is an outstandingly critical
case for analysing how the dominant narrative has incited counter-narratives and how
both interact in practice. In this narrative struggle, the Eurozone leaders have tried to
defend their EMU paradigm - based on rules, monetary stability and competitiveness -
by employing the narrative that there is no alternative to austerity. But their opponents
have rejected this austerity narrative by means of alternative storylines. These not only
provide different explanations and remedies to the euro debt crisis, but also advocate
unorthodox modes for governing the Eurozone.

The chapter seeks to clarify two questions in particular: First, by which narrative have
Eurozone leaders defended the rules and austerity based paradigm of EMU governance
especially in view of its anomalies, such as the failures of the Memoranda of
Understanding for which Greece is an extreme case in point? And second, in which ways
did alternative narratives that emerged from the on-going struggles about Euro-crisis
governance in Greece matter in political practice? Both questions can be summarized

4 See Euro Summit Statement, Brussels, 12 July 2015 (SN 4070/15)

5 For critical verdicts on the “toxic” deal reached on July 13th, see Jiirgen Habermas (the guardian 16. 7.
2015), interpreted as the “return of the colonial political-economic development model” to Europe, see
Stephan Lessenich 27.7.2015; for a more optimistic view of the investor and growth friendly stabilizing
opportunities of the tree year ESM programme, cf. Michael Hiither’'s more optimistic view of Greece’s
future: “Transfer von Glaubwiirdigkeit” Institut der Deutschen Wirtschaft (Bonner General-Anzeiger 14. 7.
2015).



under the label “TINA-paradox”: the puzzle that a rules based governance paradigm
claiming “there is no alternative” will fail precisely because it triggers anomalies and
helps empower alternative narratives which, however, it is not able to accommodate
within an exclusively legalistic framework.

The following is structured in three parts: The first one explores how “TINA” - the
dominant narrative of the Eurozone crisis and prevention governance - has been
articulated. The second analyses the ways in which the counter-narratives have been
framed in response to the negative consequences - or anomalies - the dominant
paradigm has triggered. And the final part draws conclusions as to whether there is
scope not only for alternative narratives but also for paradigm change to the extent to
which the established paradigm will not be able to resolve its failures.

2. The TINA narrative of the euro-crisis

“There is no alternative” - is there? TINA is an acronym ascribed to British Prime
Minister Margaret Thatcher’s famous declaration that there were no alternatives to
market and competition oriented policy.® Thirty years on, after the break of the
Subprime Crisis in 2007 and the Global Credit Crisis in 2008 that became a systemic
crisis of the Eurozone in 2009, German Chancellor Angela Merkel recovered this
rhetorical device. In the German Bundestag, she made the case for saving the Single
Currency, and that this ought to be achieved precisely by market and competition
oriented policies: “If the euro fails, Europe will fail,” she stated, asserting that it was
“alternativlos” (without alternative) for Germany as a creditor state that the euro-states
in sovereign debt crisis implemented deep spending cuts and structural reforms in
exchange for bail-outs. 7 In the aftermath of her governmental declaration, the
Association for the German Language took issue with the term “alternativlos” around
which the German Chancellor had articulated her narrative of the crisis, criticising its
depoliticizing rhetoric and substance. “Alternativlos” was selected as the “Unwort” (un-
word) of the year 2010, arguing that its frequent use fostered popular disaffection with
politics: ,The term suggests inappropriately that a decision-making process lacks
alternatives and therefore does not require discussion and argumentation.” 8

The following will describe TINA - the established orthodox narrative of the Greek Euro-
crisis - in five steps, starting with the euro-crisis explanation, describing then key policy
ideas and Euro-governance rules, reviewing major issues of contention and addressing
then the puzzle of its resilience despite its blind spots and manifest failures.

6 Margaret Thatcher at the Conservative Women'’s Conference, May 21st, 1980: “We have to get our
production and earnings in balance. There’s no easy popularity in what we are proposing, but it is
fundamentally sound. Yet I believe people accept there is no real alternative.” Quoted after Antony Jay
(Hrsg.): The Oxford Dictionary of Political Quotations. OUP, Oxford New York 1996, S. 361; see also
Thatcher’s biography by Claire Berlinski: There Is No Alternative: Why Margaret Thatcher Matters. New
York 2010

7 German Chancellor Angela Merkel, Government declaration in the German Bundestag (19.Mai 2010); see
also: ,Schauble verteidigt Schuldenabbau als alternativlos®, in Stern, 7. Juli 2010

8 For the justification, see http://de.wikipedia.org/wiki/Unwort_des_]Jahres_%Z28Deutschland%?29.



2.1 Explaining the sovereign debt crisis

The emergence of the financial crisis in the Eurozone in late 2009 served as a wake-up
call to make Europeans aware that the Eurozone was not immune to the financial crisis
that had erupted in the US during the preceding years. The crisis hit the Eurozone
unexpectedly hard since it aggravated structural problems that had emerged previously:
EMU was in trouble because it had been lacking control over its banks and over data
from the member states, had no common fiscal and economic policies, and last but not
least had a “no-bailout clause” in the Lisbon treaty that allegedly prohibited common
crisis solutions. The official narrative by political leaders from member states such as
Germany was more limited: Other member governments were in trouble because of
their lack of fiscal discipline, excessive budget deficits and mounting debt burdens
aggravated by macro-economic imbalances due to their economy’s loss of
competitiveness. Their loss of access to financial markets was therefore blamed on their
undisciplined spending and primarily conceived as a problem of deficient discipline and
weak competitiveness. Thus, TINA’s reading was that the EMU design problem counted
only in the second place.? This framing of the root causes of the crisis has informed and
structured the responses subsequently chosen by the member states to cope with it. By
contrast, had policy-makers prioritized the view that the break of the sovereign debt
crisis in the Eurozone was due to a major design shortcoming in the architecture of
EMU, they might have chosen a different path for resolving the crisis. For instance, a
joint debt redemption fund, or a common fiscal policy and EU budget could have been
feasible options.19 Judged with hindsight, the Eurozone leaders’ choice for crisis
resolution was constrained by their assumptions regarding the nature of the crisis -
namely that it was to be attributed to the member states in trouble. Therefore, the “no-
bailout clause” was taken for granted as a rule written in stone, except under
exceptional circumstances and under hard conditions.

2.2 TINA’s policy ideas: solidarity, expansionary consolidation, moral hazard

Eurozone leaders’ policy choices are premised on specific beliefs regarding the root
causes of the Eurocrisis deficits, attributing them to the lack of fiscal discipline and
economic competitiveness for which Eurozone partners are held responsible. Moreover,
the dominant leaders have deployed a range of captivating ideas to justify the anti-crisis
measures and policies aimed at the over-arching objective to return the Eurozone to
stability. Three such ideas stand out, in particular: first, a specific notion of “solidarity”
defined as solidity; second fiscal consolidation or adjustment (“austerity”) conceived as
a growth driver, especially if supported by structural reforms aimed at economic
competitiveness; and third the problem of ‘moral hazard’ by national governments that
requires surveillance by an external agency, the ‘Troika’.

9 Klaus Regling, CEO of EFSF; EESC, 9. November 2011
10 Cf. for instance the diverging recommendations by the ‘German Council of Economic Experts’: Peter

Bofinger, Lars Feld, Wolfgang Franz, Christoph M Schmidt, Beatrice Weder di Mauro (9.11.11)



First, the principle of “solidarity” defined as “solidity” is used for justifying
financial assistance programmes through ESFS or ESM loans that provide liquidity (“bail
out”) to Member States in sovereign debt crisis only if two conditions are fulfilled: the
crisis threatens the stability of the Eurozone, and debtor states will repay loans to
creditors. Debtors are required to assume their “responsibility” for “solidity”, by
complying with the “Memorandum of Understanding” that prescribes in detail the
measures for fiscal consolidation and structural economic reforms that the debtor state
needs to implement. Reform programmes follow a strict time line since loans are
designed for limited time periods to exclusively help countries with temporary
difficulties to re-access financial markets. “Solidarity” in the terms of EMU is therefore
not conceived to support insolvent countries in the long run, as this would mean to
transform the Eurozone into a transfer community, a transformation which Germany
has resisted from the very inception of the EMU at Maastricht. In sum, Eurozone
solidarity is limited to critical cases that threaten the stability of the Eurozone and at the
same time are willing - and capable - to commit to “solidity”.

Second, the economic idea of “expansionary fiscal consolidation” - that is
economic growth through budget cuts - has been launched for justifying austerity
policies by the Ecofin meeting in Madrid on 15t April 2010. Here, EU finance ministers
listened to guest speaker Harvard economist Alberto Alesina. In his paper entitled
“Fiscal adjustments: lessons from recent history“, Alesina established two persuasive
claims: First, “expansive consolidation” was possible, hence, economic growth could be
generated through rigorous public budget cuts. Moreover, he suggested that there was a
positive association between budget cuts (rather than raising tax revenues) and
government re-election (Alesina 2010). The Ecofin was eager to take up these ideas in
designing the bail-out programs for Greece, Ireland and Portugal, to come.

Third, the rationalist economic idea of “moral hazard” refers to the moral
dilemma in a situation in which one party gets involved in a risky event knowing that it
is protected against the risk and the other party will incur the cost. Strict surveillance is
expected to resolve this moral dilemma that otherwise would undermine the credibility
of any program or measure that risks that some creditor countries (allegedly Greece
under the Syriza government) negotiate softer commitments or even default on their
debt, while others (such as Portugal) are expected to submit to painful obligations. To
bring ‘moral hazard’ under control, supervision by a non-political agency - the “Troika”
composed by representatives from the IMF, the ECB and European Commission - has
been chosen as the appropriate instrument.

2.3 EMU governance by rules: regulatory framework reforms since 2010

In response to the global financial and economic crisis that began in 2008 and to the
public debt crisis in some European economies that broke in 2009, the Economic and
Monetary Union has considerably deepened the regulatory framework shared by the
Member States that have the single currency.!! But rather than seeking to accomplish a

11 Council of the European Union: Economic and Monetary Union. Legal and political texts. Luxembourg,
Publications Office of the European Union, 2014.



comprehensive treaty overhaul for more coherently managing the financial and
sovereign debt crisis, Eurozone leaders have worked around the established EMU treaty
base by multilateral treaties and secondary legislation. Given that the EMU’s “Stability
and Growth Pact” of 1997 had turned out to be too soft to prevent financial and
sovereign debt crisis, the newly adopted instruments include corrective as well as
preventive mechanisms. By correcting the “no bail out clause” contained in the Treaty,
the euro area countries in conjunction with the International Monetary Fund issued
financial assistance packages to crisis-hit Greece (110 bn in May 2010), Ireland (85 bn in
November 2010) and Portugal (78 bn in May 2011), all in return for country specific
reform programs. In June 2010 the euro area’s first financial assistance fund, the
temporary “European Financial Stability Facility” (EFSF) was established. In November
2010, the first “European Semester” was Kkicked-off; that is a new procedure for
monitoring and coordinating the fiscal and economic policies of the Member States in
line with the Commission’s country specific recommendations for macroeconomic
stability and with the EU’s “Europe 2020” strategy for jobs and growth.1? In 2011 the
European Council adopted three intergovernmental instruments, that is the “Euro Plus
Pact”, the “Treaty on Stability, Coordination and Governance” (TSCG), including the
“Fiscal Compact”, and the Treaty establishing the “European Stability Mechanism”
(ESM).13 In September 2011, EU lawmakers adopted the “six-pack”, that is six new laws
for monitoring, coordinating and enforcing the economic governance. To avoid negative
spill over effects among EU economies, they introduced the “Macroeconomic Imbalances
Procedure” with multilateral surveillance to tackle imbalances early on, also by
deploying sanctions.# In February 2013 EU lawmakers approved the “two-pack” by
which euro area Member States commit to preparing their budgets according to
common standards and a common timeline, to submitting drafts to the Commission and
each other. Moreover, in June 2012 the Euro area agreed on the principles of a European
banking union, however regulating only banks with Europe wide operations. Finally, for

12 The ,European Semester for Economic Policy Coordination amends Council Regulation (EC) No
1466/97 (Section 1-A, Article 2-a) to regulate the EU's annual cycle of economic policy guidance and
surveillance, see
http://ec.europa.eu/economy_finance/economic_governance/the_european_semester/index_en.htm;
»Europe 2020“ is the European Union’s ten-year jobs and growth strategy that was launched in 2010 ,to
create the conditions for smart, sustainable and inclusive growth“, see European Council Conclusions 17
June 2010; http://ec.europa.eu/europe2020/europe-2020-in-a-nutshell/index_en.htm

13 The Euro Plus Pact - initially also called ,competitiveness pact” is an intergovernmental instrument
adopted by the European Council on 24-25 March 2011 (Conclusions Annex I). Under the EU’s ,,open
method of coordination“ (OMC) it sets the objective of ,stronger economic policy coordination for
competitiveness and convergence” for the euro area and six non-euro area countries with the objective to
strengthen economic convergence among the member states by promoting structural reforms, see:
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/120296.pdf; the TSCG
entered into force on 1 January 2013 as in international treaty, establishing automatic mechanisms to
foster budgetary discipline by the “Fiscal Compact”, requiring signatory Member States to make the goal of
balanced budgets part of their national constitutions. The Treaty establishing the European Stability
Mechanism (ESM) was adopted on 25 March 2011, creating an ,international financial institution®, that is
a permanent rescue fund for crisis resolution and prevention and to provide financial assistance to
Member States in financial or sovereign debt crisis; in October 2012, the ESM became operational.

14 The ,Macroeconomic Imbalances Procedure” is part of the regulation on the prevention and correction
of macroeconomic imbalances (EU No. 1176/2011, 16 November 2011).




a more efficient decision-making process the euro area reinforced its governance
institutionally by establishing the Euro Area Summit, with at least two meetings of
Eurozone Heads of States and Governments per year.

These significant advances of EMU notwithstanding, the European Parliament, the
Commission, the European Economic and Social Committee and the European Council
have outlined a roadmap with further steps needed to strengthen and achieve a better
integrated economic, banking, fiscal and monetary union.!> At the current state (late
2015), the governance of the Eurozone did not bring about a coherent set of community
institutions, but rather (with respect to non-euro members) a differentiated set of rules,
with increased internal fragmentation and imbalances between the responsible
organisations and agencies (Closa 2015: 38ff.) Some, such as the ESM are governed by
rules established by international contracts outside the treaties. The Eurozone’s ongoing
Greek debt crisis, on the one hand, and the legal contentions accompanying ECB
interventions on the other are cases in point indicating the institutional and political
weaknesses of this legal construction.

One of the unresolved issues is sovereign debt restructuring. In their account of “How
not to do it: the experience with Greece” the authors of “A New Start for the Eurozone:
Dealing with Debt” (CEPR March 2015) state that the architects of the Eurozone had
failed to foresee sovereign debt crises, given that “the no-bailout clause was supposed to
act as a powerful deterrent. This turned out to be a mistake” (p. 38). Yet, instead of
pondering different kinds of options, for instance varieties of fiscal consolidation plus
bail-out packages aimed at bringing excessive sovereign debt back on a sustainable path,
the options of collective debt restructuring or relief have been dismissed again and
again. Pointing to the straightjacket of established EMU rules (or their restrictive
interpretation)¢, national Eurozone leaders have refused to tackle the Eurozone’s
collective debt problem, essentially because debt relief would require changing the
Treaty of Lisbon. Therefore, from the wake of the global financial crisis, when Eurozone
members came under pressure and lost market access, up to the most recent Greek
bailout show-down, the Eurozone has not been prepared to deal collectively with debt
as a systemic crisis. Debt restructuring is deterred by “the make believe world of
Eurozone rules” (Art. 125 TFEU)."”

15 See gaps between European Parliament’s resolution of 20 November 2012 with recommendations to
the Commission on the report of the Presidents of the European Council, the European Commission, the
European Central Bank and the Eurogroup “Towards a Genuine Economic and Monetary Union”:
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P7-TA-2012-
0430+0+DOC+PDF+V0//EN; and the much less ambitious most recent report of the EU’s five presidents
“Completing European Economic and Monetary Union” (July 2015):
http://ec.europa.eu/priorities/economic-monetary-union/docs/5-presidents-report_en.pdf

16 See Gerner-Beuerle 2015; Miinchau, Wolfgang: The make believe world of Eurozone rules, FT 26. 7.
2015

17 As Wolfgang Miinchau argues: “What is really happening is that Germany does not want to grant Greece
debt relief for political reasons, and is using European law as a pretext. Likewise, when Mr Schéuble
proposes a Greek exit from the euro, ask yourself what rule that is consistent with. The fact is they are
making up the rules as they go along to suit their own political purposes (FT 26 7. 2015).




2.4 “Antagonistic conditionality”: The TINA narrative under critique

Critical comments on the Eurozone’s management of the Greek debt crisis abound in the
international debate among economists, policy analysts, advisors and public
commentators. Contentions about EMU financial assistance programmes take issue with
four problems, in particular: First, “fiscal austerity” that requires long term high primary
budget surpluses despite contractionary effects, fuelling deep economic recession and
even depression. Second, the issue of “structural adjustment” excessively focused on
extensive liberalisation and privatisation reforms, yet side-lining debt relief that is too
little and comes too late. Third, the over-all too rigid approach to governance by means
of “antagonistic conditionality” (Strauss-Kahn 2015) is being criticised. And finally, the
“Grexit” has come under attack.

First, critiques have taken issue with fiscal austerity as a condition for financial
assistance, as it imposes harsh spending cuts with economically contractionary effects. 18
The EU’s austerity paradigm is being attacked as the “wrong diagnosis of the problem
(that) led to the wrong prescription” (Stiglitz 2014). The internationally most renowned
and vocal critiques of the Eurozone’s fiscal austerity narrative include Nobel economists
Paul Krugman and Joseph Stiglitz:

It is wrong to ask Greece to commit itself to an old program that has demonstrably failed,

been rejected by Greek voters, and which large numbers of economists (including

ourselves) believe was misguided from the start (Stiglitz et al 2015).19
Most Keynesian economists have debated austerity and heaped scorn on the strategy of
fiscal consolidation in contexts of economic recession, such as Lord Robert Skidelsky,
Professor Emeritus of Political Economy at Warwick University.? Undermining the
credibility of the fiscal austerity conditionality, the so-called ,fiscal multiplier on which
IMF models for programme countries relied upon has been shaken. Most notably, IMF
chief economist Oliver Blanchard and others have acknowledged sizable gaps to exist
between the IMF’s theoretical forecasts and actual outcomes in Euro crisis countries.?!

18 To name but a few vocal critics of the EU’s austerity regime: Joseph Stiglitz, Paul Krugman, Susan
Watkins, Yannis Varoufakis, Jean Paul Fitoussi, Ugo Mattei, Fritz Scharpf, Wolfgang Streeck, Henrik
Enderlein, Hauke Brunkhorst; also by the Friedrich Ebert Stiftung,see Dauderstadt/Hillebrand 2013; for a
more detailed discussion, see section 3, below.

19 Joseph Stiglitz, Thomas Piketty, Massimo D’Alema, Mary Kaldor and other international economists and
social scientists, in a joint letter entitled “In the final hour, a plea for economic sanity and humanity” (FT
5.6.2015), argue that while it is important to distinguish austerity from reforms, “austerity is undermining
Syriza’s key reforms, on which EU leaders should surely have been collaborating with the Greek
government: most notably to overcome tax evasion and corruption. Austerity drastically reduces revenue
from tax reform, and restricts the space for change to make public administration accountable and socially
efficient. And the constant concessions required by the government mean that Sysriza is in danger of
losing political support and thus its ability to carry out a reform programme that will bring Greece out of
the crisis.”

20 See: http://www.project-syndicate.org/focal-points#qurvkzTSaYGywcZ1.99

21 Alesina et al. refuted this data based criticism by Blanchard as “empirically weak” in a paper assessing
the outcomes of “Austerity in 2009-2013"; yet unfortunately their analysis omitted the Eurozone’s most
critical cases, Greece and Cyprus ,because the data required to include these countries in the panel used to
estimate the model were not available - and if they were, as could be the case of Greece, such data have
since been extensively revised“ (Alesina 2014: 8).



Critical economists have foregrounded the austerity policies’ unintended long term
adversary consequences (EuroMemoGroup 2014). Constitutionalists and political
theorists have taken issue with European constitutional budgetary constraints on
principles of democratic legitimacy, especially the budget sovereignty of national
parliaments. The unprecedented power of nonelected agencies such as the “Troika” has
been blamed to be immune against procedures of democratic accountability and
justification within the member states as well as in the European Parliament (European
Parliament 2014). Even a key stakeholder in the international financial as well as the
Greek sovereign debt crises has doubts. While endorsing harsh fiscal adjustment
programs, former Deutsche Bank CEO Josef Ackermann admits errors in the
implementation of budget cuts in Greece:
As to possible flaws in the adjustment program, I find it hard to identify any significant
flaws in the design of the program. If anything, we all underestimated the drag from the
simultaneous fiscal retrenchment in many EU countries. In hindsight that would
probably have called for somewhat longer adjustment paths. The crux of the matter lies
not in design, but in the implementation (Ackermann 2014).

Moreover, the structural reform programmes for Greece have been disparaged as
unsustainable and unrealistic, to the extent they are designed to strengthen the
competitiveness of the national economy in accordance to the German model and do not
search for a country specific path towards growth (Wolf 2012; VoxEU 2015). Open
Europe Co-Director Raoul Ruparel claims that neither austerity nor the design of the
structural reform programmes were the major problem, but the failure to do a proper
debt restructuring had been the biggest mistake committed in Greece, with important
implications for the path forward (Forbes blog 11.6.15).22 Early on, Barry Eichengreen
had been arguing that letting Greece default on its debts within the Euro would have
served the Eurozone better and at much lower costs for taxpayers (Eichengreen 2009).
To that aim, German economist Clemens Fuest proposed a state insolvency procedure
for the Eurozone (Fuest 2014). Critics of the first Greek bailout in May 2010 and of the
2012 Greek debt restructuring noted that these choices were more in the self-interest of
the other Eurozone governments than drawing a line under the Greek euro-crisis
(VoxEU June 2015).23

Finally, the Eurozone leaders - led by the German chancellor - are accused for
their approach to rescue-programs. Not willing to develop the European Stability
Mechanism (ESM) into a genuine European Monetary Fund, they continue bringing the
IMF on board as a creditor and institutional supervisor into any of their rescue
agreements. In relation to its Eurozone engagement, the IMF has admitted more easily
failures than it has implemented corrections.?* For instance the IMF issued a call for
Greek debt sustainability only after the conclusion of the “Agreekment” (the agreement

22 http://openeurope.org.uk/impact/missing-the-point-austerity-was-not-the-biggest-mistake-in-greece/
23 See CEPR’s Policy Portal ,VoxEU told you so: Greek Crisis columns since 2009 June 2015

24 See online self-critique by former IMF director Dominique Strauss-Kahn: Learning from Mistakes (27
June 2015)



with the Greek government, laid down in the Euro Summit Statement of July 12t 2015)
and including only a vague reference to debt. The IMF did not forcefully press this issue
during the five months of negotiations between the Eurogroup and the Syriza led
government, for which debt relief was a top priority.

Third, on occasion of the G7 finance minister summit hosted by Germany in
Dresden in 2015, leading economists and policy advisors have disputed with the
German Finance Minister’'s and the Eurozone’s approach to handling the Greek
sovereign crisis, noting that it was too rigid and lacked the necessary pragmatism for
successfully stabilizing the Euro.25> Although the first two Greek programmes proved
obsolete in practice, also the most recent 2015 Greek bail-out programme was designed
according to rigid rules-based calculations of fiscal austerity, aimed at export-led
internal devaluation programs, and to be implemented under micro-surveillance. In a
devastating self-criticism, Ex-IMF director Dominique Strauss-Kahn characterised this
established governance approach as “antagonistic conditionality” (Strauss-Kahn 2015).
Unfeasible ideas that are written into EMU reforms and conditionality programmes
function as obstinate obstacles against policy-learning on the part of the eurogroup
lenders, on the one hand, and obstruct the effective Greek recovery, on the other.
Constrained by its institutional rules at the current state of play, the EMU does not have
incentives to foster collective learning and will formation aimed at a more legitimate
and effective way to end the Eurozone’s Greek crisis.

Finally, a fatal case to illustrate the ill-advised consequences of the hard-line
narrative on rules based governance has been the fiction created by some Eurogroup
leaders that to heal the crisis and re-establish the integrity of the Eurozone required
Greece’s departure from the Eurozone. This narrative twist has backfired, as it was too
obviously based on misleading ideas with dangerous consequences:

First, the Grexit storyline misread the ‘no’ vote in the Greek bailout referendum
201526 as a statement in favour of exit which was factually wrong. The Greek
government made clear to its people and to its Eurozone partners that it did not pursue
an anti-Eurozone course but instead wanted to negotiate the terms of Greek
membership, namely the dysfunctional austerity conditionality that over five years had
been working against economic and labour market recovery.

Second, the misreading of the Greek vote was dangerous, as it would go decisively
too far in forcing the will of a few lender governments (without a formal say by their
constituencies) on that of Greece (debtor government and citizens), which could lead to
the worst outcome: the disorderly exit of Greece from the Eurozone, in the terms of
‘Graccident’. The power asymmetry between smaller and larger states in the euro-group

25 See criticisms of the Eurozone leaders presented by world leading economists, Nouriel Roubini, Larry
Summers, on occasion of the G7 finance ministers’ meeting at Dresden (28/9. 5. 2015);

26 This referendum was called for by the Syriza led Greek government to decide whether Greece was to
accept the bailout conditions proposed jby the European Commission, the IMF and the European Central
Bank to take place on 5 July 2015. Following the Government’s No-campaign, 61% rejected the bailout
conditions; see https://en.wikipedia.org/wiki/Greek_bailout_referendum,_2015.
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and the Euro-Summit and the lack of direct accountability of both organs would hamper
the legitimacy of the very project of a European Union of states and citizens which the
European people can identify with, especially in economically hard times.

Third, from a geopolitical perspective, the economic, social and financial costs of
a potential ‘Graccident’ for the various constituencies of the Eurozone and beyond (the
Balkans, Turkey, Southern Europe, Africa...) could be astronomical. This would further
undermine the democratic life in, and legitimacy of, the European Union and would
likely harm the community of destiny that always more interdependent European
member states have gone a long way to construct.

2.5 Obsolete but obstinate: TINA's resilience

All these informed criticisms not withstanding, the TINA narrative of austerity has
demonstrated a remarkable resilience. Apparently, it has prevailed over the anti-
austerity stances of the Syriza-led Government after the Greek January 25 elections, let
alone the nearly two thirds of the Greek electorate that voted against the austerity
program of the Euro-Institutions in the Referendum of July 5t, 2015. As the most recent
“Euro Summit Agreement” (July 12th 2015) indicates, the “cash for austerity and
reforms” conditionality is alive as ever, ignoring expert advice, mass public anti-
austerity protests and government opposition. On the contrary, the austerity narrative
has further institutionalised and apparently become more immune against policy
failures in the intractable Eurozone debt crisis. In fact, Eurozone leaders succeeded in
writing the austerity conditionality - that is the core principles of fiscal discipline - into
successive EMU reforms, namely the 2010 European Semester, the 2011 Fiscal Compact,
and the 2011 ESM.?”

This could be achieved since core Euro-group leaders take for granted that their “rescue
strategy” has proven generally right. Their prominent claim is that it has worked in
cases such as Ireland, Spain and Portugal where rescue programmes have been
concluded and access to financial markets regained (but economic recovery is weak and
mass unemployment and emigration persistent). Greece is portrayed as an exceptional
case where external reform pressures did not work because of political and societal
resistance against unpopular reforms. The facts speak against the persistent myths that
Greece had done nothing: On the contrary, Greece has undergone huge adjustments of
its fiscal and external positions, including a primary fiscal balance tightened by 12 % of
gross domestic product during 2009-14; a structural fiscal deficit by 20% of GDP, and a
current account balance by 12% of GDP. From January 2008 to April 2013, its real
spending fell by 34%, its GDP by 27%, while its unemployment rose to 28% of the
labour force (Wolf, in FT 21.4. 2015). But EMU is institutionally well insulated against
public grievances provoked by distributional impacts of Eurozone governance that are
perceived as unfair. To quote an exemplary rebuttal of debt restructuring for Greece
from a German perspective:

27 See footnotes 13 and 14 above
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It seems to be fashionable and convenient to accuse Germany of bullying these days. You
might have a legal point but your conclusion is simply wrong. Germany has 2000 billion
state debt, has undertaken harsh reforms in the last decade and has been for decades the
largest contributor to the European Union and its transfers. Germany bailed out
Portugal, Ireland, Spain and Greece now for the third time. German taxpayers had no say
in the policies and financial legislation of these countries; however, they jumped in to
help. Greece committed fraud when it joined the EURO, it paid ridiculous wages, civil
servant bonuses, handed out free airplane tickets, paid pensions for people who were
already dead and last but not least the government did not tax, not the church nor the
rich. After using the credit limit of the Eurozone for 10 years and openly breaking
agreements made to further financial aid, all that is left in the public debate is ‘The
Germans are bullies’. There is a famous quote ‘no taxation without representation’
German tax payers have not been represented in any of the governments decisions in
Southern Europe - yet they will pay for them (Schroeder 2015).28

The mainly technocratic and only indirectly democratic set-up of ESM decision-making
serves as a firewall against excessive political influence.?® The Eurogroup and the Euro
Summit have been constructed to operate in splendid isolation from the European
Parliament. If the Eurozone political leaders were not only responsible to their national
constituencies but had to account also regularly and in public to the European
Parliament, they would have more incentives (or pressures) for learning from and
correct past policy failures. At present, the Eurozone’s organs are institutionally over-
constrained by fragmented domestic mass publics and the conflicting narratives that
they are not able to reconcile. Narrative differences along national lines have
degenerated into hostile frictions between governments, locking the Eurogroup into a
vicious circle that has been undermining the very effectiveness and legitimacy of the
EMU.

If the TINA narrative of the euro-crisis is too limited to solve it, what are then the
alternatives?

3. Counter-narratives of the euro-crisis

Anti-austerity protesters across Europe have been in search of alternatives since the
international financial crisis broke in 2008 (Pianta/Gerbaudo 2014). TINA criticism
provided the social science research agenda with new questions, including topics such
as: How to conceptualize ,the market as a Res Publica“ in ways to ,take back the
economy” (Pettit 2013); or how to ,civilize the capitalist market economy“ (Ulrich

28 See LSE, blog post in response to Carsten Gerner-Beuerle’s , There is little legal basis for Wolfgang
Schéuble’s claim that debt restructuring is incompatible with euro membership“, July 22, 2015,
http://blogs.Ise.ac.uk/europpblog/2015/07 /22 /there-is-little-legal-basis-for-wolfgang-schaubles-claim-
that-debt-restructuring-is-incompatible-with-euro-membership/ (last visited Sep 2, 2015)

29 The finance ministers and the elected members of national parliaments will take the final decision on
financial assistance packages for crisis countries.
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2013)? When the Greek radical party Syriza rose to government power on 25 January
2015, its longstanding anti-austerity platform confronted EMU leaders with TINA’s most
severe challenge to date. In the euro-crisis management from 2010 onwards European
policy makers had rarely heeded critical comments by heterodox economists. A contest
of narratives could not happen as long as the arenas in which they where performed did
not overlap. This changed when alternative ideas critical of TINA appeared on Syriza's
electoral platform and translated into Greek government policy after February 2015. In
light of the deep differences among the established and the counter-narratives - and
given that Eurozone decision-making is premised on the principle of unanimity - the
clash of narratives was programmed and would inevitably lead to troubles.

3.1 Alternative stories of the crisis origins

Joseph Stiglitz’ account of “The euro-crisis, causes and remedies” presented in the Italian
Chamber of Deputies (September 2014) has gained political following, if less in
Northern Europe, all the more so in Southern Europe. According to Stiglitz’ story of the
crisis, lack of budget discipline neither caused the last financial crisis nor will fiscal
discipline prevent the next one (Stiglitz 2014). Instead of governments’ overspending
there are three flaws that supposedly better account for the crisis: misconceived
economic models, flawed EMU design, and misleading euro crisis policies. In his account
of austerity as “a dangerous idea”, Mark Blyth has shed light on another origin of the
Eurozone crisis that the austerity narrative serves to conceal: the international financial
and banking crisis after 2007 (Blyth 2013). All four were systemic flaws that
contributed to the lack of foresight to prevent the euro-crisis in the first place and the
failure to settle it after it broke.

3.2 Innovative policy ideas: Structural-Reform-Indexed loans (SRI)

Alternatives to TINA’s agenda of fiscal austerity and structural adjustment programmes
aim first and foremost at true economic recovery through pro-growth policies. At the
level of principles, they foreground core values, principles and objectives that are
written into the EU treaties and the Charter of fundamental rights: solidarity, social
cohesion, gender equality, high level of employment and social protection, and social
progress. For instance, the German Arbeitsgruppe Alternative Wirtschaftspolitik in its
yearly Memoranda has been advocating in favour of ,social-ecological regulation instead
of austerity policy and tax dumping“ (2010), “solidaristic integration instead of German
austerity dictates” (2011). At the same time, Joseph Stiglitz has vocally supported the
anti-austerity claims: “Even though the 2008 crisis originated in the US, the gap (in GDP
between the US and Europe) is as big, and on trend it will be worse; the Euro and the
policy responses to the euro-crisis are a key reason®.3% Following Stiglitz, by the end of
2014 the euro-crisis has mutated into an intractable economic depression in several
Eurozone countries. In countries that went through a banking crisis in 2007-931, five

30 https://www0.gsb.columbia.edu/faculty/jstiglitz/download/speeches/2014_Rome_euro_ppt.pdf
31 The banking crisis took off in 2007 in the US and had particularly adverse effects on Iceland, Ireland,
Spain, Greece, Portugal, Italy, Germany, France and the UK.
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years later real GDP per working population and per capita incomes is lower than it was
before the crisis. The GDP gap between the US and Europe has been increasing. The
Eurozone-17 is affected by higher unemployment - and even much higher youth
unemployment than the US or Japan. After having already lost half a decade with
economic stagnation, the Southern euro-members - in particular Italy, Greece, Spain,
Portugal and France - face the threat of losing another decade or even a quarter century
to come. Given the lowering of future potential growth as a result of persistent
unemployment, the long-term costs of the crisis - and of the Eurozone’s failure to
establish effective counter-policies - are mounting. Due to the Ukraine crisis and the
depression in the Southern Eurozone, Germany’s role model performance would likely
decline, as well (Stiglitz 2014). While neo-liberal economists advocate “fiscal discipline”
and “structural economic reforms” to enable states in sovereign debt crisis to gain
access again to the financial markets in no more than a few years time, non-orthodox
economists point to the recessionary impacts of these measures and therefore prioritize
‘investment’ or ‘stimulus’ for the economy to return to a growth path.

Sharing the thrust of Stiglitz’ basic diagnosis, Yanis Varoufakis, Greek Finance Minister
from February to July 6th, 2015, tells this story in a theoretically sophisticated way. In
“The Global Minotaur: America, Europe and the Future of the Global Economy”, his
version is critical of Germany for having constructed the Eurozone as a system of fixed
exchange rates without any means of recycling surpluses towards deficit countries, such
as Greece. As Germany refuses the role of a benign European hegemon, it dominates the
European economy and secures its own surplus by not fighting stagnation outside its
borders. However, without stimulating demand by investing across the Eurozone, the
crisis of the Eurozone will inevitably continue. To quote but one of the quality presses,
such as the Financial Times:
Varoufakis’ dismissal of structural solutions does Greece no favours. But the savagery of
the German approach, akin to dragging a collapsed marathon runner back to the race,
looks like an economic surplus used as a weapon of coercion (Giles Wilkes, FT 19. July
2015).
The short lived Greek Finance Minister’s policy priority is debt relief for Greece: While
granting to serve interest payments on loans received from creditors such as the
International Monetary Fund (IMF) he proposes prolonging loan maturities by linking
them to Greek growth. Growth indexed debt relief would establish a new kind of positive
conditionality aimed at providing the Greek economy with breathing air. Along this line,
other economists develop this claim into an alternative approach to “antagonistic
conditionality” based on positive incentives. Barry Eichengreen, in “Escaping the Greek
Debt Trap”, elaborates the idea of gross-domestic-product-indexed bonds to propose
still another way for squaring the circle, namely linking debt relief to structural reform
implementation: “Greece and the EU should contractually link changes in the terms of
the country’s EU loans to milestones in structural reform. Think of the result as
structural-reform-indexed (SRI) loans” (Eichengreen et al. 2015)

3.3 Blind spots curbing alternative proposals for solving the Greek crisis
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Shortly after Syriza had risen to the ruling party, German ordoliberal economists
anticipated the July 13t agreement that some depicted as “a new Versailles Treaty” as
destiny: “Greece: No escape from the inevitable”.32 The subsequent five months of
negotiations between the Greek government and the Euro-group would showcase on
which policy-issues the anti-austerity narrative by the Greek government would
challenge the dominant crisis- storyline of the Eurozone leaders, and why it had
ultimately to surrender:

First, the anti-austerity narrative takes its starting point in the multiple financial,
economic, social and political crises exacerbated by the international financial system
and the misguided Eurocrisis policies, but it tends to ignore the problem of fiscal
overspending. Also, the anti-austerity narrative takes issue with TINA by prioritizing
debt sustainability for one country over fiscal austerity, but overlooks the reactions that
this claim will have in other member states, thus requiring a common solution.

Second, the anti-austerity narrative proposes creating economic growth and
developing social policies to fight poverty and foster domestic demand. However,
financing counts on EU resources and private investments coming from abroad while
refuting to tap into domestic fiscal resources, private savings or the privatisation of state
property.

Third, the anti-austerity narrative pursues an agenda of responsiveness towards
citizens’ needs by encouraging their direct democratic participation in EMU decision-
making. But it disregards the potentially disruptive effects that the proliferation of
national referenda in Euro countries must be expected to have.

Fourth, the anti-austerity narrative suffered from the difficulties of the
newcomer, the contending Greek government party, incapable of building political
alliances within the complex setting of the EU. It did not sufficiently weigh the costs of
loose loose negotiations and of unwelcome outcomes for Greece, such as the three
weeks’ bank closure and capital controls in July 2015. Ultimately, it nearly defeated itself
by moving Greece closer than ever before to exit from the Eurozone.

Fifth, the anti-austerity narrative puts EMU reforms centre stage, but snubs the
needs for Greek state capacity building, including the fight against corruption and tax
evasion and the necessity of implementing effective domestic reforms. Elias
Papaioannou, Richard Portes and Lucrezia Reichlin, professors of economics at the
London Business School, in their policy paper “Greece, a way forward”, assess both, the
Greek government reform proposal and the institutional draft agreement for Greece,
quite critically:

While Greece should not revert to the era of deficits and while establishing a sustainable

social security system is needed, it is disappointing that there is not much discussion on

the major structural deficiencies of the Greek economy. The new program should focus
on opening-up closed and oligopolistic product markets, removing barriers to entry and
expansion, reducing red tape, and tackling tax evasion. The new program should also
focus on public administration reform and on building institutional capacity. It is time to

32 Lars P. Feld, Christoph Schmidt, Isabel Schnabel, Benjamin Weigert, Volker Wieland (VOX CEPR'’s Policy
Portal, 20 Feb 2015; see http://www.voxeu.org/article /greece-no-escape-inevitable
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tackle the deep issues rather than myopically focusing on fiscal measures (VOX CEPR 4.
6.15).

3.4 Struggles about political space for Eurocrisis policy alternatives

The newly introduced mechanisms for governing the Eurocrisis have deeply
transformed the democratic politics of the Member States under programs. These are
now required to consent to sovereignty transfer to the “institutions” (ECB, COM, IMF)
and, in practice, to the informal euro group. In the Euro-area, Europeanisation has
prompted the marginalization of national parliaments, albeit in some cases - given the
German veto position in the European Stability Mechanism - much less than in others.
In an attempt to reverse these de-democratising dynamics, the Greek government called
for a referendum on the austerity programme proposed by the Euro group. The
referendum of 5t July 2015 was an unprecedented instance of a plebiscite on Eurozone
bailout-conditions. The Eurozone leaders had no choice but to acknowledge it as a
legitimate means of democracy. Greek voters turned out in unexpectedly high numbers
and forcefully spoke their will. Yet, the mixed message of the Greek electorate - nearly
two thirds voting against austerity but for staying in the Euro - failed to penetrate TINA
and therefore did not make any difference. On the Eurozone side, dismissing the
referendum outcome, leaders forgot that that governance of an economic and monetary
union is part of the European Union of states and citizens, founded on common values
such as ‘respect for human dignity, freedom, democracy, equality, the rule of law and
respect for human rights, including the rights of persons belonging to minorities’ (Art. 2
TEU). In the framework of EU fundamental values, the Greek population of 11 million
ought to be acknowledged as minority among the nineteen Eurozone states comprising
some 300 million citizens, a minority that is deeply divided over the burdens which
Eurozone rules require them to bear for the sake of the euro’s stability.

Unfortunately, on the Greek part misleading ideas were brought into play.
Oversimplifying the answers to the complex challenges facing the Eurozone members,
Greek citizens were made to believe in the Government referendum campaign that their
“no” could end austerity in Greece any time soon.3? Also, one should not trust the ill-
conceived claim that national referendums will pave the way to democratising the
technocratic supranational EMU regime. Yet, normatively speaking, in exceptional cases
referendums can, and should, be used to allow a minority to make its otherwise weak
voice better heard by a European political class dominated by national majority
concerns. And in practical terms, the effective management of the referendum and the
unexpectedly high turnout should have convinced also Greece’s most sceptical Eurozone
partners that if the Greek people stand behind its government there is actually a good
potential in Greece for taking political ownership of a meaningful, long-term programme
for successfully modernising state, economy and society. This potential for constructive
ownership was not taken advantage of. Instead, Eurogroup leaders used the threat of

33 In any case, the preparation of the 3rd Memorandum immediately after the referendum left all but
optimism among Greek citizens regarding the end of austerity any time soon.
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‘Grexit’ for forcing Greek Prime Minister Tsipras to agree with the 34 Memorandum.
Designed after TINA it offers little scope for paradigm change and more constructive
outcomes than in the past. With limited resources pledged by the Commission to
stimulate economic growth, the Greek government and citizens will hardly believe in the
3rd Memorandum to bring a decisive upswing to the Greek economy and society. In the
absence of a credible perspective for debt sustainability and a common European fiscal
policy the chances for successful recovery in Greece will be hard to materialize.

4. Paradigm change? How alternative narratives of the Euro crisis matter

The present analysis suggests reading the Eurozone’s sovereign crisis as a story about a
series of events that have been framed and told differently within the framework of
contentious crisis narratives. After its contentious take-off amidst a wave of Euro-
scepticism (Liebert 2001), during its first decade the EMU has successfully defied a
number of critical claims (Verdun 2010). The single currency has been praised for being
conducive to price stability with average inflation rates close to 2%, relative fiscal
discipline34, cross border trade due to protection of the Single Market against exchange
rate volatility, thereby to GDP growth and, ultimately, to establishing the second most
important world currency. Even after the outbreak of the Euro debt crisis, the EMU
seemed to be better positioned than other currency areas, given its lower fiscal
imbalances compared to those of the USA and Japan (IMF April 2011). After all,
following the international financial crisis Iceland was interested in joining the
European Union as a precondition to adopt the euro. And despite its debt crisis the
Eurozone enlarged, taking in Estonia (2011), Latvia (2014) and Lithuania (2015).

The advent of the sovereign debt crisis in the Eurozone in late 2009/10 was the crucial
event that broke the established rules of the game and created divisions on how to
develop new ones. Challenged by the crisis, the previously de-politicised state of play
has given way to a new confrontational style of politics. The new struggles are about
seemingly irreconcilable scripts. On the one hand, there is the narrative of ,there is no
escape from the inevitable“3> claiming that irrespective of humanitarian values, social
justice and risks of humiliation, deep and long term fiscal austerity for debt servicing to
be the condition for financial solidarity provided to fellow member in a sovereign debt
crisis, allegedly conducive to promoting competitiveness and economic growth. On the
other hand, there is the storyline of the sovereign crisis proclaiming that ,austerity has
failed“3¢, scapegoating the EU, the IMF or the creditors for it, but not prepared to assume

34 The aggregate fiscal deficit of the Eurozone was at 0.6% of GDP, compared to close to 3% of USA, UK and
Japan in 2007.

35 L. Feld, C. M. Schmidt, I. Schnabel, B. Weigert, V. Wieland: Greece: No escape from the inevitable (voxeu
20.Feb 2015).

36 Fundacion Alternativas / Friedrich Ebert Stiftung: The State of the European Union. The Failure of
Austerity; Madrid 2012. Zsolt Darvas And Olga Tschekassin: Poor And Under Pressure: The Social Impact
Of Europe’s Fiscal Consolidation; Bruegel, March 2015
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the responsibility for necessary domestic reforms. Thus, none of both narratives is
capable of breaking through the vicious circle of corruption and tax evasion, of recession
and unemployment, of the lack of social and political trust. Handicapped by their
respective blind spots the dominant TINA narrative clashes with contentious
alternatives on a range of issues regarding the root causes of the crisis, policy ideas and
alternative visions regarding the politics of EMU rules. Five years after the break of the
Greek sovereign crisis these narrative clashes have cast the Euro-Union into political
turmoil, pitting founding member states against each other. If these differences prevail,
they will lock the EU in a lasting institutional crisis. Arguably, the current clash of crisis-
narratives matters for the EMU in a variety of ways, depending on what kind of
differences are at stake:

Contentious narratives matter economically and politically depending on how the
austerity dogma is linked to solid interests at the root of the narrative conflicts - such as
the conflicts about debt-relief or debt sustainability among the debtor and the creditors
- and whether or not these can be reconciled in the framework of a win-win
arrangement. Narratives do matter, because they can help reconcile or polarise hard
interests: “The Greek crisis...provides a vivid illustration of how conflicting narratives
can lead us close to a lose-lose result” (Gros 2015). If contentious narratives can be
reframed in conciliatory terms, they will support a paradigm change of EMU towards
new modes of political governance, including shared risk arrangements, a joint debt
redemption fund, a fiscal union, the strengthening of a common supranational budget
and a social dimension of EMU. If not, confrontational narratives pitting national
sovereignty against supranational pooling of capacities will inevitably help trigger the
dismantling of EMU.

Second, narrative conflicts also originate in different disciplinary backgrounds.
They matter cognitively depending on how lawyers and orthodox economists succeed in
isolating their models against empirically informed social and political analyses. In this
sense, conflicting narratives are about the economics vs. the politics and sociology of the
Eurocrisis:
Tsipras’ volte-face demonstrates that the economists who call for Grexit might have their
economics right (a devaluation could potentially benefit the country) but they have their
politics and sociology awfully wrong. There is a reason why 70 per cent of Greeks want
to stay in the euro. They know their country well. This is why they have accepted
Tsipras’ capitulation in Brussels and encouraged their Parliament to vote, for the first
time with an overwhelming majority, in favour of this harsh third rescue package.3”
Given disciplinary constraints, crisis narratives will be inevitably biased towards some
premises and causal links while ignoring others that only a multidisciplinary account
will account for.

Third, narrative differences regarding austerity have also impacts that will be
missed if we do not take democratic legitimacies and collective identities into account.

37 Miguel Otero Iglesias, LSE EUROPP, see http://bitly/10nsr2g.
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The Greek crisis is not about a clash of ideologies but rather a clash of democracies, as

Raoul Ruparel argues:
“You now have one democratic government who has a mandate to impose huge losses
and reap huge changes on other democratically elected governments, who do not have a
mandate to accept such changes. Direct transfers would have required a fundamental
rewriting of the Eurozone and EU treaties. Furthermore, it also requires referenda in
many member states including probably the UK and Germany - where there would need
to be a fundamental change to the basic law and the German constitution. This would
have to be done in a democratic fashion” (Ruparel 2015).

From a normative democratic perspective, the (technocratic) TINA narrative inevitably

undermines existing political identities, representative institutions and other channels

where citizens and civil society have a say.

TINA will have won out over its alternatives if EU leaders succeed to legally strengthen
the rules and firewalls for a shock-proof EMU regime to make it the the only game in
town. In case this does not happen, and if the TINA narrative on austerity continues to
provoke counter-narratives that generate political trouble, a paradigm change of EMU
will become more likely. The contentious narratives provide suggestions as to which
changes EMU needs to implement to overcome TINA and, hence, how a future EMU
paradigm change might look like:

First of all, policy alternatives to the current programmes (fiscal consolidation,
competitiveness oriented structural economic reform) will aim at socially fairer
distributional consequences. Seeking a compromise between Europe’s social and
humanitarian values and the economic governance of its single currency,
redistributional policy reforms will move EMU some way towards a “Transfer Union”,
but not necessarily pitting economic interests of creditor nations against those of the
debtors.

Moreover, theoretical alternatives have to cope with both dominant economic
models - the currently operating EMU that is fraught by the structural divergence of a
non-optimum currency area, and the economic orthodox advocacy for Grexit as a device
for redesigning a more homogeneous core Eurozone. They adopt heterodox approaches
to develop economic theorizing on the impacts of economic and social imbalances on
monetary stability, in search of “a better understanding of what Europe needs to be a
dynamic economic and monetary union” (ADEMU)38.

Finally, democratic alternatives to the established technocratic EMU regime
propose institutional reforms below or above treaty reform. In the best case, the
confrontation of TINA with alternatives could lead to more political scope to gradually
transform the technocratic nature of the current EMU paradigm. It could lead to
paradigm change by empowering the European Parliament with national parliaments to
hold executive agencies such as the Troika, ESM and the Eurogroup democratically

38 “A Dynamic Economic and Monetary Union” (ADEMU) is coordinated by Ramon
Marimon (EUI and Barcelona GSE) and funded under the EU’s Horizon 2020 research
program in the topic area ‘Resilient and sustainable economic and monetary union in
Europe’, http://ademu-project.eu/experts-survey-five-presidents-report/#more-263
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accountable. Depending on party political power relations, this could even bring a social
democratic euro-union about. In the worst case, however, the legalistic-technocratic
mode of governance as well as policy-changes will be rejected. As a consequence, the
Eurozone will either disintegrate, if constituencies do not any more accept adjusting to
existing national democratic practices to global market imperatives. Useless narrative
conflict will again help ordoliberal alternatives to prevail, lead to the shrinking, and even
trigger a process that might spell the collapse of the EMU. This worst case scenario could
be avoided only if political leaders committed to European values of egalitarian
democracy will negotiate a solid and inclusive political pillar for EMU. This would
upgrade real existing democratic institutions, enabling them to better perform complex
conflict articulation and intermediation in the multi-layered system of representation
that the European polity needs to further develop (Schmitter 2012; Evas/Liebert/Lord
2012).

5. Summary and preliminary conclusion

This chapter has explored the Greek case to revisit the dominant austerity narrative that
is rooted in the paradigm of monetary stability in light of two major contentious
alternatives: the anti-austerity narrative on the one hand, and post-Grexit core-EMU on
the other. My analysis seeks to contribute to a more nuanced understanding of the
contentious politics of austerity by developing a number of claims. First, [ show that
“TINA” did not emerge with Syriza’s rise to power in the Greek elections of 25 January
2015 but rather dates back to early 2010, when this narrative was introduced by the
German government at the wake of the Greek sovereign crisis, deflecting the focus of
public attention from the systemic banking crisis (and tax funded bank bailouts) and
EMU design flaws to the responsibility of national governments. Successive EMU
governance reforms have armed TINA with quasi-constitutional rules, making it
possible for public contention to challenge ill-fated social consequences and economic
failures, but offering no institutional channels for articulating grievances and translating
them into political will formation and decision-making on EMU. The second section
exploring the counter-narratives shows that they involve more than anti-austerity ideas
and claims for debt-forgiveness, namely they provide for non-orthodox explanations of
sovereign debt crises. Moreover, these multidisciplinary narratives link EMU to ideas of
the political, of “social justice”, democratic legitimacy, and political integration of
Europe. The third section has discussed the question whether and how conflicting
narratives matter in the politics of EMU, suggesting to differentiate policy interests,
disciplinary divisions and democratic identities. The last section pondered the potentials
for partial EMU paradigm change by analysing the multiple impacts of the narrative
struggles among TINA and its competitors.

Regarding the future EMU paradigm between continuity and transformation, it amounts
to the Catch-22 for EU leaders how to settle the Greek precedence: a case for keeping a
Member State in the Eurozone and ensuring debt-sustainability but without forcing it
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into much more fiscal austerity, whilst strengthening the integrity and stability of the
common currency regime. For this purpose, the fundamental rules of EMU governance
will need to further develop. To strengthen the Eurozone’s capacity to learn from past
failures for the sake of better coping with intractable crises in the future, its current
rules based regime requires a stronger institutional backing and cross-checking.
Arguably, it needs institutions capable of settling conflicting narratives intertwined with
hard interest by performing deliberations that are transparent to European publics.
Such a representative-participatory-political pillar is required if the Euro-Union is to
regain new political trust that recent antagonistic Eurogroup and Euro-summit meetings
behind closed doors have shattered. Not a new, but timely plea against “facade
democracy” and in favour of a paradigm change for Europe: “Not banks but citizens
must decide over Europe!” (Habermas 2015).
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