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Introduction?

The European Union (EU) is a fundamen-
tally ambivalent organization. Perspectives
depend on whom you ask about what spe-
cific issue. College students for example will
tell you that they benefit from the EU’s so-
called ERASMUS program that allows them
to study at a university of other member
states and receive a scholarship from the
EU. When they earn credits abroad, these
count towards their degree program at
home, due to the EU’s Bologna educational
reform. Students’ mobility is further en-
hanced because they now can use their lo-
cal cellphone plan in all EU member states
without paying roaming surcharges or hav-
ing to buy a cellphone plan offered in an-
other member state.

Within the so-called Schengen area citizens
can move freely across national borders.
Foreigners such as Americans are also no
longer subject to national border controls
after entering this area. Once you are in
you are free to move. However, not only
people move freely within the EU capital,
goods, and services do too, as the example
of the cellphone plan has shown. Such free
movement greatly benefits consumers as
they gain access to tariff-free products and
services. When going to a supermarket in
Germany for example a person can pur-
chase fresh vegetables from Greece or
tasty strawberries from Andalusia in Spain
along with other fruits. Due to economies
of scale advantages in the EU, prices are so
low that large sections of the population
can afford to buy these products.

! For most valuable comments on drafts of this
chapter I wish to thank Thomas D. Lancaster
and Jakob Schissler. Remaining mistakes are
my own responsibility.
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Consumption of foreign products is no
longer a luxury that only the rich can afford.
Clearly, Europeans enjoy the benefits they
gain from the so-called four freedoms of
the common European market: Free mobil-
ity of goods, services, capital, and people
are key values of European integration.

However, ask the Andalusian picker of
strawberries in Spain that are sold through-
out the EU how much he or she earns per
hour. Hardly enough to get by they will tell
you. Farmers hire seasonal workers from
Morocco as cheap labor that is also ex-
empted from European law on labor rights.
And, pickers have to work extremely long
hours during the strawberry season. Picking
strawberries is a strenuous job that takes a
toll on pickers’ longer-term health. Euro-
pean wide competition can therefore be a
tremendous burden on some people, too.
As the EU strengthens market forces it
weakens social stability for the less affluent
citizens und subsequently democracy
(Streeck 2019; 2021).2

Citizens are not the only ones who look at
the European Union from very different
perspectives of interest. Member states
have mixed feelings about the Union, too.
Small member states such as Austria, Lux-
emburg, Malta, Cyprus, Slovenia, or the
Czech Republic welcome opportunities of
European integration. Without EU member-
ship they would be hardly recognized in in-
ternational relations. Instead, more power-
ful states would kick them around like a
soccer ball. For them European integration
means protection against the tremendous

2 Particular left-wing European scholars assume
that democracy fundamentally requires social
cohesion by reconciling contending interests be-
tween capital and labor.
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pressures of growing global interdepend-
ence or being bullied by the great powers.
Within the EU they have at least a voice and
a vote and they can use opportunities of
coalition building in case bigger states at-
tempt to penetrate them too deeply.

Bigger states such as Germany, France, It-
aly, Poland, or Spain also believe that the
EU gives them more punch in world politics.
However, they feel sometimes constrained
in pursuing global interests because they
must negotiate and persuade other mem-
bers to support them. The United Kingdom
evaluated the benefits against the cost of
EU membership and concluded in a public
referendum 2016 that the costs of member-
ship mostly in terms of sovereignty losses
outweigh its benefits. For the first time a
member state left the EU in 2020. However,
the fact that the majority of leaving in the
referendum was rather narrow in the
United Kingdom showed how contested
membership is (Hobolt 2016). It can be-
come a highly divisive issue in domestic pol-
itics as the subsequent development of the
British exit from the EU (the so-called
Brexit) demonstrated. Particularly interest-
ing is the regional divide within the United
Kingdom. Majorities of voters in Scotland
and Northern Island wished to remain in
the EU whereas majorities in England voted
to leave (see chapter on UK, this volume).
Again, EU membership is an ambivalent do-
mestic politics matter for both member
states and their citizens.

This ambivalence as well as contending ex-
pectations are one important explanation of
the ambiguous image of the European Un-
ion that varies heavily within and across
member states and time. Citizens positive
image of the EU rarely crosses the 50 per-
cent threshold and has persisted below 50
percent since 2007. Ireland, Bulgaria, Lux-
embourg and Poland view the EU in positive
terms. Greeks and Czechs hold mostly neg-
ative views of the EU (Commission 2018:
103-104). In short, the EU encompasses
several social cleavages that reflect con-
tending interests as well as different values,

domestic structures and institutional ar-
rangements. The opening of national bor-
ders within the EU generates both opportu-
nities and challenges for everyone as the
key outcome of European integration is mu-
tual penetration by growing together.

This chapter seeks to demonstrate that EU
politics deeply and directly affects the daily
life of all its citizens. It creates both, oppor-
tunities and constraints for member state
governments and people. They cannot be
disentangled because the EU deeply pene-
trates domestic politics in member states.
In essence, domestic politics cannot be un-
derstood without the inescapable context of
EU politics. The EU effectively transformed
its members.

EU politics therefore raises two key puzzles
that political scientists sought to reckon
with. Why did Europeans integrate into the
EU in the first place when its effects were
so ambiguous? How did Europeans respond
and sought to protect themselves against
undesirable penetration, when the EU hit
home? The answer to both questions will
allow to discuss the question of how demo-
cratically legitimate EU politics can be.

Why European Integration?

Historically, the EU made significant pro-
gress in several dimensions. From its foun-
dation as the European Coal and Steel
Community (ECSC) in 1952 it progressed by
substantially broadening the policy areas
for which it is responsible. The process of
the EU assuming more and more policy re-
sponsibilities has been called “deepening.”
Moreover, the organization enlarged its
membership from the original six (France,
Germany, Italy, the Netherlands, Belgium,
and Luxembourg) to 27 member states to-
day. It also includes central and east Euro-
pean members that were originally prohib-
ited from joining due to the east-west con-
flict that lasted until 1990. The process of
adding new members is called “widening”
or enlargement.
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Table 1: Variety of Geometry

Source: own compilation

Moreover, a number of states such as Nor-
way or Switzerland are closely associated
short of a full membership. It can be ex-
pected that the United Kingdom (UK) will
also establish close ties to the EU after ter-
minating membership. In addition, the EU
negotiated free trade treaties with a num-
ber of states such as Canada, Mexico, Tur-
key, and Vietnam or with the Latin-Ameri-
can organization MERCOSUR. Further
agreements are negotiated with the United
Kingdom, Japan, Australia; New Zealand,
and Singapore.

MEMBERSHIP VARIETY AND INCOHERENCE

Still, membership or associations are com-
plex and complicated because they not only
entail political rights and privileges but also
obligations and subordination under EU law
including the rulings of the European Court

States Subgroups EU Associati
_ Friends _ _
Baltic ) ; Frugal Member- Nordic Special Former
BENELUX Assembly Visegrad Four o‘f- ship Council EEA Euro Schengen Agreement | Member
Cohesion

Austria X X X X X
Belgium X X X X X
Bulgaria X X X
Croatia X X X X X
Cyprus X X X X
Czech Rep. X X X X X
Denmark X X X X X
Estonia X X X X X X
Finland X X X X X
France X X X X
Germany X X X X
Greece X X X X X
Hungary X X X X X
Ireland X X X
Italy X X X X X
Latvia X X X X X X
Lithuania X X X X X X
Luxembour X X X X X
Malta X X X X X
Netherdandg X X X X X X
Poland X X X X X
Portugal X X X X X
Romania X X X
Slovakia X X X X X X
Slovenia X X X X X
Spain X X X X X
Sweden X X X X X

Sum 3 3 4 4 17 27 3 27 20 23 0 0
Iceland X X X
Norway X X X
Switzerand X X
Montenegrg X
Kosovo X
UK X

Sum 5 29 22 26 1 1

of Justice (ECJ). National preferences on
this balance between rights and obligations
vary substantially across member states
(Rittberger/  Leuffen/  Schimmelfennig
2014). Some states such as Luxembourg
enthusiastically welcome the prospect of an
“ever closer union” by believing — based on
their identities and values - that using their
membership rights far outweigh obliga-
tions. Others — most explicitly the United
Kingdom — were never fully comfortable
with their EU membership feeling that —
based on their precious value of sover-
eignty - obligations outweighed rights and
privileges. Most member states are com-
fortable with some aspects of membership
while they grudgingly swallow those as-
pects they dislike. Therefore, some EU pol-
icy areas do not cover all members but a
subgroup only (table 1). For example, the
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Euro as the currency of the European Union
is legal tender in only 19 of the 27 member
states plus four micro states such as Mon-
aco as well as non-members Montenegro
and Kosovo. The other members although
obligated to introduce the Euro as soon as
possible are not eager to meet the thresh-
olds® for qualifying for the introduction of
the Euro. States such as Sweden, Poland,
or the Czech Republic still use their national
currencies. Similarly, only 22 of the 27
member states participate in the Schengen
area that facilitates unrestricted internal
migration. While members Ireland, Bul-
garia, Romani, Cyprus, Croatia and Ireland
do not participate, the non-members Liech-
tenstein, Switzerland, and Norway chose to
join the Schengen system of internal free
movement of persons. These examples il-
lustrate a very important feature of the EU:
it is not a highly coherent political body.
Whenever members get a chance, they
seek to negotiate their own type of mem-
bership rights and obligations conducive to
their domestic values and institutional
structures. Deepening was therefore the at-
tempt of member states to maximize rights
and opportunities for their citizens while
minimizing obligations and constraints.

Moreover, member states form more or less
stable subgroups that coordinate their initi-
atives more closely (see table 1). Some
East European members are organized in
the Visegrad group or the Baltic Assembly
that express special concerns of the newer
members. Four states that converge on lim-
iting the EU budget and oppose extending
EU programs of redistribution (so-called co-
hesion and structural funds) formed the
“frugal four Group. They are countered by
the “Friends of Cohesion” group that con-
sists of less developed Eastern and South-
ern member states with strong preferences
for more redistributive programs.

Based on specific values and institutional
structures domestic preferences for the

3 Members of the Euro zone are required to
keep their annual budget deficit below three

specific balances varied widely and gener-
ated a broad range of memberships that
has been called “variable geometry.”
Therefore, the EU is a federal political sys-
tem composed of states whose member ar-
rangements overlap but do not coincide
(Table 1). Needless to say, “variable geom-
etry" makes running the EU a dauting polit-
ical task indeed. To make the best out of
this dilemma that EU set the goal of estab-
lishing “unity in diversity”.

WHY MEMBER STATES FORMED THE EU

The politics of the EU is largely driven by an
interest in avoiding any uncomfortable EU
penetration into domestic affairs on the one
hand and attempts to extend a member
state’s own rules and arrangements to the
entire EU area on the other. Member states
try to externalize their domestic policies to
the entire EU area, i.e. “uploading” domes-
tic policies to become EU rules (Borzel
2005: 62-64). The preferences of resisting
rule-taking on the one hand and engaging
in rule-making - the “uploading” of domes-
tic arrangements to the entire EU - on the
other inevitably make EU politics a highly
conflictual matter.

Member states expect other member states
to resemble them but are not simultane-
ously prepared to adjust to others them-
selves. This makes European integration
extremely difficult. Therefore, EU scholar-
ship wrestled with the puzzle why the EU
has been invented as well as subsequently
deepened and widened, when it is so am-
bivalent (Caporaso 2005; Caporaso 1998;
Joerges 2016: 301-304). Experts came up
with essentially three different answers that
form specific schools of thought.

A liberal and intergovernmentalist school
argued that powerful domestic groups
and/or coalitions demanded integration be-
cause they would broadly benefit. First,
they wished to realize benefits from econo-
mies of scale in a larger European market.

percent and their total debt level below 60% of
their GNP.
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Second, they wanted to limit negative re-
percussions from externalities. In response,
national governments supplied integration
by negotiating the various international
treaties that set up and then reformed the
international organization that eventually
has been called European Union (Moravcsik
1991; 1997; 1998). In addition, self-inter-
ested governments realized that maintain-
ing national sovereignty required interna-
tional cooperation because small states
would otherwise become entirely depend-
ent on bigger states (Milward 1992;
Moravcsik 1994). Yet, according to the in-
tergovernmental view European integration
resulted in the outcome of realization of co-
operation gains without domestic penetra-
tion. Therefore, these scholars view the EU
essentially as an organization with an inter-
governmentalists structure.

Whereas the intergovernmentalist school
views national governments firmly in con-
trol of European integration, the institution-
alist school argued that once established
the EU took on a life on its own and became
a supranational organization. Powerful non-
majoritarian (i.e. non-elected) actors such
as the European Commission, the European
Court of Justice, or the European Central
Bank moved forcefully to drive the integra-
tion process forward partly in an effort to
strengthen their own power. They broad-
ened their political influence in order to es-
cape monitoring and oversight of national
governments. As a result, they pushed the
development of European law above and
beyond what national governments had
bargained for. Integration gained a self-
propelling dynamic (Sandholtz/ Stone
Sweet 1998). According to the institutional-
ist view, the outcome of European integra-
tion is the realization of cooperation gain
plus mutual penetration of domestic poli-
tics. Therefore, these scholars view the EU
essentially as an organization with an su-
pranational structure. Both, the intergov-
ernmentalist and the institutionalists
school, built upon the insights of earlier
functionalism: the European supply of

integration matched its domestic demand
(Mattli 1999).

Third, the constructivist school argued that
European integration resulted from the
powerful ideas of peace and prosperity that
attracted European leaders and the broader
public after the devastations of World War
I1. The EU allowed a free exchange of ideas
that resulted in processes of mutual learn-
ing and socialization that formed and con-
solidated common values and a European
identity above and beyond the mere pursuit
of material interest (Manners 2002; 2006;
McNamara 2015; Risse 2010). In essence,
European integration was a promising ex-
ercise in state- and nation-building. Accord-
ing to the constructivist view, European in-
tegration resulted in the outcome of iden-
tity transformation toward a “community of
Europeans” (Risse 2010). Therefore, these
scholars view the EU essentially not as an
organization but a social community of citi-
zens sharing the same ideas. Yet, these
high expectations waned in reality when
conflict and crisis hit.

SOLIDARITY AND RESENTMENT

National values and institutional structures
determining the evaluation of costs and
benefits of EU membership are subject to
change. The EU often has to cope with ris-
ing public expectations. When a member
state faces a crisis, it expects help from the
EU. Typically, this is the time when other
EU members believe solidarity with the
state in crisis should be limited and that
they should not be obligated to share the
burden. One example of such a nationalist
perspective has been the arrival of many
migrants on the coasts of Italy. While Italy
asked the EU to distribute these refugees
fairly among all member states many other
states argued that the existing rules (so-
called Dublin III) for asylum seekers or ref-
ugees leave no basis for equal burden shar-
ing among members and Italy should deal
with the issue itself. Italy resorted to en-
couraging these refugees to move on to
other member states and created a human-
itarian crisis by using force to prevent
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refugee ships from reaching Italian shores.
Only these drastic measures prompted the
other member states to change their mind
and recognize that refugees are their prob-
lem, too. Yet, the EU failed to reach a sus-
tainable agreement on the subject matter.

Similarly, Greece, Spain, and Ireland pain-
fully discovered that they were largely
alone when hit by severe financial crisis in
2010 subsequent to the global financial cri-
sis of 2008. While the EU — more precisely
the Euro-Group - was prepared in principle
to bail out these members, it conditioned its
support with extremely painful adjustment
requirements.* These forced the national
governments to subject their societies to
highly penetrating and painful domestic so-
cial and economic reforms of austerity. Un-
employment rose significantly (Chalmers/
Jachtenfuchs/ Joerges 2016b: 2), govern-
ments increased taxes while simultaneously
cutting social services (Dimoulas/ Fouskas
2017: 199-210; Girvin 2017: 219-221). It
was therefore no surprise that highly emo-
tional conflicts of mutual resentment sub-
stantially increased the material conflict
over crisis burden sharing. Crisis states ac-
cused their fellow EU members of a lack of
solidarity when it was needed most. These
members responded by accusing crisis
states of economic mismanagement and
pursuing an unsustainably expensive life
based on overly generous social benefits.
These conflicts indicated that the EU insti-
tuted an only weak system of solidarity and
burden sharing among members but citi-
zens European identity is underdeveloped,
too. Preferences and expectations directed
towards the EU are deeply rooted in the

4 The key reason is, that “international organi-
sations and the European Union institutions of-
ten perceive deterioration of public finances as
a symptom of underlying weaknesses in the
public administration or economy of a member
state. Further remedial action may be required,
therefore, in the organization of government,
labour law, industrial policy and levels of prod-
uct or service regulation or professional

member states’ domestic values and insti-
tutional structures.

Europeanization: When Europe Hits
Home

While people and national governments ap-
preciate the gains derived from their use of
the four freedoms and incorrectly believe
that other member states emulate their
own domestic politics, how do they respond
to the EU’s countless attempts to push
down their throats rules that do not neatly
fit into domestic politics? EU scholarship ad-
dressed this second puzzle that they term
“Europeanization” (Borzel 2002; 2005;
Borzel/ Risse 2000; 2003; Bulmer 2007;
Bulmer/ Lequesne 2005: 10-15; Cowles/
Caporaso/ Risse 2001; Featherstone 2008;
Featherstone/ Radaelli 2003; Giuliani 2003;
Graziano/ Vink 2013; Graziano/ Vink 2007;
Ladrech 2010; Olsen 2002; Radaelli 2003;
Sedelmeier 2013). The problem arises be-
cause the EU partly serves member states
as an international organization but has
substantially more powers to govern than
other international organizations and thus
more deeply penetrates domestic politics of
member states.

Member states often seek to resist such an
EU penetration, i.e. the “downloading” or
“rule-taking” of EU policies, particularly if
these rules do not match pre-existing do-
mestic arrangements or policies and are
thus costly to implement. Therefore, the
“goodness of fit”> between EU policies and
domestic arrangements determines the de-
gree of member states’ resistance against
Europeanization (Bdrzel/ Risse 2000;
2003).5

requirements” (Chalmers/ Jachtenfuchs/
Joerges 2016b: 2 emphasis added, ChT).

> This narrow European scholarship parallels in-
ternational relations research on how globaliza-
tion affects domestic politics (Gourevitch 1978;
Ikenberry/ Lake/ Mastanduno 1988; Keohane/
Milner 1996; Mastanduno/ Lake/ Ikenberry
1989; Solingen/ Gourevitch 2019).

6 For a critical view on the “goodness of fit” ar-
gument see Mastenbroek/ Kaeding (2006).
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Member states respond to Europeanization
not necessarily in the binary fashion by ei-
ther adjusting or resisting change. Instead
these terms refer to the far ends of a much
broader spectrum of possible reactions.
When a misfit exists between the EU and

domestic arrangements of member states it
generates pressure. States can respond in
a number of ways. Following Tanja Borzel
(2005: 58-59) Figure 1 identifies types of
outcomes arranged on a spectrum based
on the degree of domestic change.

Figure 1: Types and Degree of Outcome of Domestic Adjustment Processes

Resistance Retrenchment

Absorption 1 ‘

Transformation

Source: Adapted from Borzel 2005, Bulmer/Lequenes 2005

Resistance.” member states can resist EU
imposed domestic change by simply refus-
ing to alter policies or adapt institutions.
Member states that prove unsuccessful in
setting the pace can use a strategy of foot
dragging when Europeanization hits. Dur-
ing the implementation phase of new EU
rules they can delay costly domestic adjust-
ments, seek exemptions, or negotiate some
compensation  through side-payments
(Borzel 2002: 203-206). Even though they
are unlikely to avoid compliance eventually
they can receive some reward for abandon-
ing their resistance. This is one reason, why
policymaking in the EU is a highly uneven
process that is often dragged out for many
years. Resistance against the EU is even
more pronounced by closely associated
non-members such as Switzerland or Nor-
way (see table 1). As illustrated, both re-
fused to join the EU formally because they
sought to avoid deeper penetration of the
EU even though membership would have
given them a voice in the EU decision-mak-
ing process (Kux 1998: 167-168;

However, without a mismatch between Euro-
pean and domestic arrangements it is hard to
prove that domestic adjustment resulted from
the impact of the EU. There is no cooperation
requirement but harmony between domestic

Soetendorp/ Hanf 1998: 191; Sverdrup
1998: 150; Vahl/ Berg 2018).

In case of non-compliance, the European
Commission as the guardian of the treaties
increases the pressure on non-compliant
member states and ultimately asks the Eu-
ropean Court of Justice to rule that the
member state must adapt or face severe
consequences. One example is that some
Central European countries refused to ac-
cept refugees as part of a European wide
arrangement of redistribution. The possibil-
ity of opting out of certain new treaty sec-
tions mentioned above is also an example
of resistance but one on which the Commis-
sion cannot legally challenge the member
state that opted out.

Retrenchment. member states change their
policies or institutional structures but in
ways incompatible with new EU require-
ments. An example is Italy’s coping with
refugees and asylum seekers mentioned
above. Whereas the so-called Dublin III EU
system required Italy to process refugees
and asylum seekers and keep them within

and European politics as defined by Robert
Keohane (1984: 53).

7 Borzel termed this type “inertia” rather than
resistance (Borzel 2005: 58).
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its territory the Italian government infor-
mally encouraged them to move on to other
EU member states. Other member states
responded by reinstating border controls
which, if continued indefinitely, is a viola-
tion of the Schengen agreement of freedom
of movement of persons. The most extreme
example of retrenchment is the Brexit of
the United Kingdom.

Absorption. Member states incorporate EU
requirements into domestic institutions and
policies but do not change existing struc-
tures substantially. E.g. the EU agreed on
new laws to protect privacy in the internet.
As a consequence, all member states ad-
justed their domestic policies of privacy
protection in order to meet the new EU re-
quirements. Subsequently, many citizens
and particularly small companies com-
plained that they suddenly faced new re-
quirements when running their websites.
They had to inform visitors in privacy state-
ments on how their rights were protected
and ask permission for things such as the
use of cookies. In case of non-compliance
website owners faced the possibility of ex-
pensive law suits. Citizens were furious
about such new bureaucratic tortures even
though the new rules did not change the
existing domestic structures and were in-
tended to provide privacy protection.

Accommodation. member states adapt ex-
isting processes, policies, and institutional
structures but leave the core features of
their domestic systems untouched. An ex-
ample is the direct applicability of EU law in
member states. This means that European
laws directly create rights and obligations
for citizens, companies, or associations but
also bind member state governments. For
example, European competition law re-
quires that all levels of governments must
advertise offers of public contracts Euro-
pean-wide. There are also strict limits to the
extent governments can subsidize compa-
nies because this constitutes unfair compe-
tition among firms. National and subna-
tional laws and policies had to be changed
accordingly. While this does not change the

principle that state and non-state actors
have to abide by the rule of law, the con-
tent of domestic law is substantially modi-
fied automatically.

Transformation. member states replace ex-
isting policies, processes and institutional
structures by new substantially different
ones and/or alter existing core features of
domestic arrangements. A good example is
the introduction of the Euro as a common
currency. It meant that member states re-
placed existing national currencies with the
Euro as the sole legal tender. Moreover, ju-
risdiction over monetary policy making — a
substantial part of national sovereignty —
moved from national to European policy
makers, i.e. the European Central Bank
(Bbrzel 2005: 58-59; Borzel/ Risse 2003:
70-71).

When member states face these options of
how to respond to Europeanization how do
they choose among them? Several factors
determine how states respond.

CAPABILITIES

First, as this textbook shows, EU member
states possess quite different capabilities of
how to cope with external challenges, in-
cluding EU politics. They do not need to
wait until Europeanization hits home. In the
EU system of cooperative federalism, they
can actively engage in the policymaking
process and influence new rules using their
“voice” (Hirschman 1970: 30-43). Ideally,
they “upload” their domestic policies to the
entire EU by using the strategy of “pace-
setting” (Borzel 2002: 197).

Especially the bigger and highly industrial-
ized member states such as France and
Germany seek to anticipate moves of the
EU and shape European policies in ways
consistent with their domestic values and
institutional structures. It is no coincidence
that the institutional design of the EU Com-
mission reflects French ideas and ECB re-
sembles the model of the German Bundes-
bank. By anticipating the potential of a later
misfit they seek to preemptively “upload”
their domestic arrangements to the entire
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European arena (Borzel 2002: 197-203).
Essentially, these “uploading” capabilities
are necessary in order to avoid having to
bow to EU pressures when there is no
goodness of fit between the EU and domes-
tic politics. Obviously, bigger member
states with more voting power in EU bodies
have some advantage when using the
pace-setting strategy.

Smaller countries can compensate for their
lack of formal influence by acting strategi-
cally. They can feed expertise and infor-
mation to the proper EU institutions at the
right time of the drafting policy process or
even place their own expert in the office of
the Commission in charge of drafting the
rule. Using these strategies, Denmark has
been particularly successful in shaping Eu-
ropean environmental policies (Liefferink/
Wurzel 2016: 959). Finally, the strategy of
setting the pace uses majority building
among member states to garner political
support among other member states. The
formation of subgroups as indicated in table
1 is highly conducive to the formation of
standing international coalitions. They are
the base for extending them to become a
winning majority. Still, in light of the regu-
latory diversity among member states, it is
not likely that any one member can upload
its own frameworks unfettered. Instead,
the most likely outcome of the policy-mak-
ing process are rules that patch together
arrangements originating from different
member states. Germany was able to up-
load its approach to facilitate clean drinking
water. However, other member states
added more stringent controls to clean wa-
ter and used the European Court of Justice
to force Germany into compliance with
these stricter European rules. Therefore,
even pace-setting states eventually face

8 It is no coincidence that scholars from small
states criticize the goodness of fit argument by
stating there may exist domestic preferences for
change rather than avoiding the costs of chang-
ing the status quo (Dérrenbacher/ Mastenbroek

some degree of Europeanization (Borzel
2002: 199-201).

Smaller and less developed member states
typically lack such “uploading” capabilities
or find themselves unable to form a winning
majority coalition around a coherent EU
policy with sufficient uploading capabilities.
As a result, the mismatch penetrates their
domestic arrangements. Anticipating the
mismatch, smaller or less develop member
states may try to receive some compensa-
tion for agreeing to pain-generating EU pol-
icies (Borzel 2002: 203-206). The degree of
domestic pain that results from Europeani-
zation often depends on member states’ ca-
pabilities to accommodate such EU pene-
tration. Particularly small states with corpo-
ratist institutional arrangements such as
Austria or the Netherlands excel in adjust-
ment because their societies and domestic
arrangements are extremely flexible and
therefore highly conducive to adjustments
because the costs can be legitimately and
fairly distributed to a wide range of domes-
tic groupings (Katzenstein 1984; 1985).8

Essentially, small or less developed mem-
ber states compensate their lack of upload-
ing capabilities with substantial download-
ing capabilities. However, downloading ca-
pabilities are not without limits. Smaller
members such as Denmark or Sweden feel
more vulnerable to the free movement of
capital than to free movement of people,
goods, and services (Kurzer 1993). This is
why they resisted the Euro by opting out
(table 1). Others especially new and less
developed member states such as Poland,
the Czech Republic, Bulgaria or Rumania
equally show no enthusiasm to quickly
move towards meeting the necessary crite-
ria to introduce the Euro as their currency.
Developed small states such as Netherlands
or Austria as well as fast developing new

2019; Mastenbroek/ Kaeding 2006). By con-
trast, scholars promoting the goodness of fit ar-
gument originate from big member states -
Bdrzel/Risse (Germany), Ladrech (France), and
Graziano/Radaelli (Italy).
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members such as the Baltic states or Slove-
nia adopted the Euro already.

Therefore, the meaning of member states’
capabilities of coping with Europeanization
has to be quite broad. It not only includes
material resources necessary to compen-
sate domestic groups that lose from new
European policies or invest in new adminis-
trative capacities, it also encompasses
broad structural features to maintain a po-
litical consensus necessary for social cohe-
sion when Europe hits home but provides
no compensation to pay for domestic ad-
justments. A good example is the response
of Greece and Cyprus to the Euro crisis in
2010. The other members of the Euro-
Group required quite harsh and highly un-
popular domestic reforms from both in ex-
change for a concerted effort to bail them
out from their unsustainable debt burden
(Dimoulas/ Fouskas 2017). Maintaining so-
cial cohesion became the key for Greece
and Cyprus when the bail-out conditions of
the Euro-Group threatened to break these
two member states’ societies apart (Jurado
et al. 2020; Walter et al. 2018).

A factor subordinated to capabilities that
determines how member state govern-
ments respond to Europeanization is their
capacity to issue the required adjustment
measures. Non-compliance with new EU
rules is not necessarily a deliberate act
(Sedelmeier 2013: 830). EU laws tend to be
extremely complex and written in a tech-
nical language that to some extent camou-
flages national adjustment requirements.
Such a deliberate de-politization of Euro-
pean politics is a means to facilitate agree-
ment within the EU polity in the first place.
Member governments with small bureau-
cracies, a lack of expertise, involvement,
and information may not always realize
early how and to what extent their domes-
tic arrangements conflict with new EU rules.
They can easily underestimate the require-
ment of adjustment and its associated
costs. New member states tend to face sim-
ilar challenges. Often, smaller or new mem-
ber states find out the details of new
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legislation only after they start its imple-
mentation or when the EU Commission or
another member state inform them about
non-compliance. In this case, a lack of gov-
ernmental capacity prevented resistance at
earlier stages of policy making that would
have been more effective.

DOMINANT DOMESTIC GROUPS OR COALITIONS

In addition to available capabilities states
choose among their adjustment options by
following the preferences of their dominant
domestic group or societal coalition
(Frieden 2015; Frieden/ Lake/ Schultz
2016; Frieden/ Rogowski 1996; Lake 2009;
Rogowski 1989). When a state opens its
borders — e.g. Europeanizes by implement-
ing the four freedoms - some groups (the
domestic owners of abundant production
factors) will greatly benefit from access to
vastly bigger European markets. They can
realize profits from economies of scale.
Germany’s carmakers for example export
most of their cars into European markets.
Were they confined to the German car mar-
ket, they could not sell so many cars and
given the huge supply of cars, each unit
would be rather cheap. By contrast, some
groups (the domestic owners of scarce pro-
duction factors) suffer from unwelcomed
international competition. They will be hard
pressed not only to export their products
and services but also to maintain the level
of prices prior to the opening of borders.
Most likely, some of these businesses will
have to close, people will either lose their
jobs or have to accept wage cuts. An exam-
ple are French farmers. Used to produce
high quality yet expensive food products to
be sold to the French population they now
face severe competition from southern and
eastern EU members. While these compet-
itors do not produce the same quality of
food, many people buy it because it is less
expansive and more affordable. French
farmers routinely complain and protest
about European competition. Therefore,
economic opening such as European inte-
gration or even globalization is a mixed
blessing to different kinds of business and
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their labor forces.’ Whether or not the gov-
ernment of a member state accepts or re-
sists European opening therefore partly de-
pends on which of these two groups (the
owners of abundant or scarce production
factors) are the dominant political force at
the time of the decision. Therefore, the
veto power of domestic actors is the second
factor that can explain whether or not a
member state accepts or resists European-
ization (Boérzel/ Risse 2003: 65; Sedelmeier
2013: 829-830).

When governments then choose among the
options outlined in Figure 1 they follow the
lead of these dominant domestic groups or
societal coalitions. The chapter on Italy
shows for example that the Italian political
elite acted Europe-friendly over long peri-
ods of time. However, member state re-
sponses to Europeanization can vary ac-
cording to the policy issue at stake. In case
of economic issues such groups can consist
of owners of production factors, i.e. labor,
landowners, or capital-owners. Or policy is-
sues affect domestic groups depending on
their association with specific industrial sec-
tors.

The choice among the options of how to re-
spond to Europeanization partially depends
on the relative strength of labor and partic-
ipation of labor-related political parties in
government (Garrett 1996). Dominant coa-
litions do not last forever. Europeanization
has the potential to change the relative
strength of groups and thereby move the
preferred choice among the options in Fig-
ure 1 over time. For example, the literature
on the political strength of labor suggests
that growing internationalization or Europe-
anization led to growing divisions between
skilled and unskilled labor. Sweden for ex-
ample succeeded in maintaining the link be-
tween skilled and unskilled workers within

% To be sure, standard trade theory argues that
the economy as a whole always benefits from
international opening because stronger compe-
tition increases the efficiency of all economies.
However, economist also admit that what is
good for the country as a whole can be
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each industrial sector. However, the dis-
tance between workers relying on wages
and those receiving salaries widened
(Ibsen/ Thelen 2017: 411). As the wedge
between these two groups grew the soli-
darity among labor as the united working
class weakened significantly and resulted in
a shift of political power and influence to-
wards business (Hall/ Thelen 2008; Ibsen/
Thelen 2017; Streeck 2021; Streeck/
Thelen 2005; Thelen 2014).

Environmental policies may evoke re-
sponses by domestic business interest but
also social movements and green parties in-
terested in environmental protection.
Therefore, the dominant political group or
societal coalition may differ from the one in
economic issues. Similarly, migration issues
evoke more dominating domestic re-
sponses from both nationalists and cosmo-
political groups rather than labor and busi-
ness. Brexit for example resulted from the
dominance of nationalist movements and
political parties that preferred the strategy
of resentment in Figure 1 (see UK chapter
this volume). Moreover, as the EU pene-
trates member states it generates opportu-
nities for certain groups pursuing opposing
values such as nationalist or regionalist par-
ties to challenge existing separation of
power arrangements by promoting regional
independence. In member states with
strong movements for regional or national
independence such as Spain or the United
Kingdom, these movements push for a
change of the existing polity when they ask
for more or even full national independence
(Dardanelli 2017). Moreover, the need to
pursue national interests in the European
arena forced all members to coordinate po-
litical action within governments, between
branches of government, and especially in
federations between state and federal

detrimental to some citizens or groups that have
to pay the prize for the general increase in living
standards. On this issue of the so-called “com-
parative advantage” see Frieden/ Lake/ Schultz
(2016: 334-339); (Rodrik 2011).
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organizations. This very need tended to
empower the offices of heads of state and
government.’® It disadvantaged national
parliaments but boldened the position of re-
gional actors. The rules of the Euro tend to
strengthen the position of finance ministers
in national cabinets because they must en-
force the limits on national debts to which
Euro member states agreed.

DOMESTIC INSTITUTIONS

A third factor determining how member
states respond to Europeanization is the ca-
pacity for mobilization and strategic action.
Domestic groups certainly have preferences
and interests that they wish to pursue.
However, in order to do so, they need ca-
pacities to mobilize their members, to stra-
tegically use the access channels to both
their national and the European govern-
ments, to develop strategies to promote
their own interests and dismiss those of
their opponents and ultimately prevail in
the struggle for power. Often, prevailing re-
quires the resource of an institutional struc-
ture that facilitates contacts with agencies
at all level of governments in order to re-
ceive early information and being able to
lobby effectively. Domestic groups without
these capacities or resources are clearly
disadvantaged and unlikely to prevail
(Bdrzel/ Risse 2003: 66).

According to Wolfgang Streeck (1992), in-
terest groups can organize differently. The
chosen type of organization subsequently
determines the effectiveness of their pur-
suit of interest. Some groups choose to or-
ganize according to the “logic of strategy.”
They empower a central office that devel-
ops a coherent and effective strategy to
pressure decision-makers. Groups mem-
bers are important but have only limited in-
fluence over the group’s strategy. Other
groups prefer the “logic of membership.”
They seek to mobilize broad membership
participation when developing their political

10 In parliamentarian system the EU empowers
the heads of governments. In presidential sys-
tem it empowers the heads of state.
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positions. Such attempts of consensus for-
mation tend to result in the lowest common
denominator that lacks coherence and in-
terests cannot be pursued with high strate-
gic effectiveness. Therefore, the underlying
logics of group organization — strategy or
membership — is an important institutional
factor determining the chance of a group to
dominate others.

Equally important, domestic institutions
such as electoral rules, the number of veto
players, or the extent of bureaucratic inde-
pendence can block or refract the impact of
Europeanization. These institutions deter-
mine the extent to which a member state is
permeable to Europeanization processes.
They determine the degree of government
independence from societal pressure and
its capacity to compensate societal losers
from Europeanization (Garrett/ Lange
1996: 52-53). Governments in member
states with proportional representation
electoral systems are more isolated from
societal pressure than highly accountable
governments elected by single district, first
past the post, and winner takes all electoral
arrangements. The strength of govern-
ments fragmented by horizontal and verti-
cal separation of power institutions is low
compared to centralized unitary political
systems. Systems of governments that del-
egate significant power to non-majoritarian
actors such as the judiciary or central banks
enjoy more independence from public pres-
sure than systems with elected govern-
ments highly accountable to voters. In es-
sence, all these institutions determine the
degree of independence of a government
and thus its ability to act in the interest of
the society as a whole rather than respond
to the pressure of a dominant interest
group or political coalition (Acemoglu/
Robinson 2019). More independent and
stronger governments tend towards re-
sponses on the right side of Figure 1 be-
cause they can effectively moderate the
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distributional consequences of Europeani-
zation. They are strong enough to compen-
sate losers of Europeanization and maintain
a societal consensus across groups and co-
alitions. More dependent and less isolated
governments lack capacities of addressing
uneven distributional consequences. Main-
taining the societal consensus requires
them to resist Europeanization as much as
possible (Mastanduno/ Lake/ Ikenberry
1989). For example, federations typically
need a much longer time than unitary
member states to domestically implement
new European policies because separation
of power arrangements mean that more
veto players need to be satisfied in adjust-
ment  processes (Luif 1998: 127;
Soetendorp/ Hanf 1998: 191).

These institutional structures also deter-
mine the degree of authority and independ-
ence delegated to political elites. Typically,
political elites are more pro-European than
the general public (Soetendorp/ Hanf 1998:
190) as the chapter on Italy demonstrates.
Therefore, member states’ institutions that
empower elites tend towards the right side
of Figure 1 (Luif 1998), while member
states with less powerful elites such as Den-
mark or Sweden that need to be more con-
sciences of their general publics tend to-
wards the left side of options in Figure 1
(Dosenrode 1998; Ekengreen/ Sundelius
1998). It is no coincidence that Switzerland
with a political system based upon frequent
public referenda negotiated its unique type
of non-membership with the European Un-
ion and therefore parted way with the other
members of European Free Trade Associa-
tion (EFTA) Norway, Liechtenstein and Ice-
land that use a common agreement with
the EU (Agreement on the European Eco-
nomic Area, EEA) to conduct their relation-
ships as table 1 indicates (Kux 1998; Vahl/
Berg 2018).

11 See the chapter on Germany in this book.

12 The difference between these two types of
democracies may be one important reason why
the British never felt quite comfortable in the
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Moreover, some types of informal institu-
tions of member states can be more condu-
cive to consensus-building, cost-sharing
and adjustment to new EU rules than oth-
ers. Persuading veto players to abandon
their opposition and to support compromise
solutions tends to be easier in domestic po-
litical systems that institutionalize an em-
phasis of cooperation rather than “winner
takes all” outcomes. It is no coincidence
that the EU polity resembles the German
model of cooperative federalism rather
than the American model of competitive
federalism.!! Cooperative federalism sepa-
rates functions such as legislation and ad-
ministration rather than powers. This allows
governments at different levels of federal-
ism to maintain a stake in the system as a
whole. Requirements of negotiation among
governments facilitate problem-solving by
consensus and compromise. Proportional
representation is also more conducive to
governing by persuasion than majoritarian
electoral systems.2 When domestic institu-
tional structures generate incentives for
compromise and consensus-building the re-
sistance of veto players may be weaker
than in systems embodying confrontation
and competition. Therefore, these institu-
tions are more conducive to adjusting to
new EU rules even though it may take more
time to finding compromise solutions.
Moreover, domestic systems that entail cor-
poratist features such as Austria can better
adapt to external changes because these
features facilitate an equitable and just dis-
tribution of the burden of adjustment costs
across conflicting social groups. This means
that the domestic institutions embodies val-
ues how the winners of a policy must com-
pensate the losers. When adjustment costs
can be distributed in a legitimate and
broadly accepted manner, the resistance to
new EU rules dramatically weakens (Borzel/
Risse 2003: 69; Katzenstein 1984; 1985).

EU. Their system of parliamentary supremacy
and majoritarian voting does not fit the cooper-
ative arrangements of the EU polity.
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SOCIALIZATION AND LEARNING - CHANGING
PREFERENCES

However, the choice between adjustment
or resistance to new EU rules might not just
be determined by material factors of cost-
benefit calculations only. Member states
can be quite willing to accept new EU rules
if they are socialized into adjustment pro-
cedures or if they are willing to learn that
new rules may have independent value
(Ddrrenbéacher/ Mastenbroek 2019;
Mastenbroek/ van Keulen 2006;
Mastenbroek/ Kaeding 2006). In these
cases, member states will change their
preference from maintenance of the status
quo towards changing it even if change
takes time and money. Essentially this
means that outcomes can affect values in a
feedback process that reverses the causal
direction, too. Values will no longer be the
starting point that causes outcomes. In-
stead outcomes feed back and change
preexisting values.

Such a change of preferences is a fourth
factor that likely occurs under two condi-
tions. First, domestic individuals or groups
mobilize public support behind an agenda
for change by using ethical or moral argu-
ments designed to alter basic preferences.
Such mobilization usually originates from
two different kind of actors. One is so-called
epistemic community. These are networks
of experts who possess scientific
knowledge about issues at stake. A good
example are researchers of climate change.
They used their expertise to persuade large
sections of the population that they should
support the EU agenda to reduce emissions
of greenhouse gases in order to keep global
warming below a two percent increase
above the 1990 level. Epistemic communi-
ties prove to be most effective persuading
the public when the uncertainty of the chal-
lenge is high and when the consensus
among these experts is very broad. Under
these conditions, member states likely ad-
just to EU rules even though the costs are
high and burden their societies. A second
type of actors are advocacy or principled
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issue networks such as proponents of hu-
man rights. These networks are not bound
by special knowledge about a subject mat-
ter but by a strong conviction about shared
beliefs and values such as humanness or
religion. They mobilize public support be-
hind a new European agenda not by reduc-
ing uncertainty about a pending threat but
by appealing to basic nhorms and ideals con-
sidered as the foundation of a European
identity. Examples include policies of hu-
man rights protection, the distribution of
refugees among member states, or issues
of gender equality or LGBT rights. While
these advocacy networks derive the legiti-
macy of their political demands clearly from
the foundational treaties of the EU they
may be opposed by other political networks
that pursue agendas of nationalism and the
maintenance of privileges for ethnic, gen-
der, or religious groups (Borzel/ Risse 2003:
66-68).

Transformation of States

As the EU with its organizational predeces-
sors enters the 8" decade of its develop-
ment the question arises what its long-term
impact has been on the nature of its mem-
ber states. After all, transformation is the
most serious type of penetration of mem-
ber states in Figure 1. Whereas intergov-
ernmentalists claim that states remained
the same mostly because they were quite
able to protect their core functions such as
independent defense and security policy
(Menon 2014; Moravcsik 1994) other schol-
ars found significant evidence that the EU
today penetrates its member states much
more deeply than most people realize. The
penetration of member states reaches not
only deep but has affected core state func-
tions, too (Chalmers/ Jachtenfuchs/
Joerges 2016a; Genschel/ Jachtenfuchs
2014a).

Furthermore, many of these rather signifi-
cant and penetrating rules were made with-
out a great deal of public information and
awareness (Genschel/ Jachtenfuchs 2014b:
254-255; Heidbreder 2014; Héritier 2014;
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Mérand/ Angers 2014; Trondal 2014). Of-
ten the EU agrees on these rules by stealth.
Most citizens do not know how EU rulemak-
ing works nor do they understand their sig-
nificance for their own life and the opera-
tion of their national governments. This is
one reason why the outbreak of a crisis
such as in Greece or Cyprus in 2010 caught
Greeks and Cypriots largely by surprise and
turned around the formerly strong public
support of the European Union in these
countries (Walter et al. 2018).

Essentially, the EU has steadily transformed
the way policy-making and politics works
within member states. It is no longer possi-
ble to separate national from European pol-
itics and policy-making. Instead a new kind
of “multilevel governance” has evolved in
Europe (Hooghe 2001; Schakel/ Hooghe/
Marks 2014). Actors in member states con-
stantly calculate their preferences and act
by keeping all levels of government in mind.
National politics is no longer thinkable and
feasible without reference to the European
level and vice versa.

One important issue is that the EU treaties
require all member states to meet high
standards of democracy (see chapter on
Poland). As Jeffrey Anderson (2002) has
shown, these requirements drove signifi-
cant polity reforms in all member states. In-
terestingly, these democracy reforms were
highly uneven and moved in quite different
directions. Member states do not merely
adjust to EU pressure by becoming more
similar to one another. Rather than con-
verging and forming an “ever closer Union”
of a common democracy model, as the EU
slogan envisions, member states adjust
quite differently to the EU by following their
own national values and structures. There-
fore, European integration does notlead to
higher degrees of convergence but main-
tains the diversity of member states’ dis-
tinctness (Anderson 2002; Borzel 2005: 48;
Soetendorp/ Hanf 1998: 186, 189). Diver-
sity rather than isomorphism (DiMaggio/
Powell 1983: 149) is the essential outcome
of European integration.
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In terms of policy areas, the EU penetration
of member states did not stop with “low
politics” issues such as economy, environ-
ment, infrastructure or research and devel-
opment but also encompasses core state
functions such as military security, fiscal
policy and public administration arrange-
ments, i.e. “high politics.” Until the UK
Brexit penetration was also unidirectional.
There were no cyclical ebbs and flows but
steady developments of deepening only
(Genschel/ Jachtenfuchs 2014b: 250). Still,
the extent of penetration varies by issue
area. The formation of the monetary union
spilled over into fiscal policy area. The Euro
crisis after 2010 generated an even
stronger push towards limiting state pow-
ers of fiscal policymaking (Genschel/
Jachtenfuchs 2014b: 251).

COMPARING TRANSFORMATION BY POLICY AREA

In security policy, penetration does not
mean building new or independent Euro-
pean armed forces (see table 2). These still
remain under member state jurisdiction.
However, processes how national armed
forces are developed, equipped (Weiss
2014), trained, or operated (Mérand/
Angers 2014) increasingly follow mecha-
nisms of European coordination such as
standard operating procedures for defense
planning, weapons procurement, force
generation, and mission  operation
(Genschel/ Jachtenfuchs 2014b: 251). The
EU has not built its own independent de-
fense capacities but has exercised consid-
erable influence over how member states
use their national forces. This means that
the principle of national sovereignty re-
mains in place but the way states execute
this sovereignty is limited by mechanisms
and processes of Europeanization.

In public administration of member states,
the EU has formed new centers around the
European Commission that apply a tight
grip on bureaucracies of member states.
Here, as in other areas, the EU uses both
its regulatory powers and standard operat-
ing procedures (SOPs). “The formerly
closed national systems of public



Christian Tuschhoff — The Europeanization of Politics

administration are broken up, divested of
their operational independence, and fused
into a transnational administrative con-
glomerate that provides an (imperfect)
functional substitute to a centralized EU ad-
ministration”  (Genschel/  Jachtenfuchs
2014b: 253).” National administrators must
follow EU rules and bureaucratic routines of

policy implementation (SOPs) tie them
closely to the Commission (Genschel/
Jachtenfuchs 2014b: 251; Heidbreder
2014; Trondal 2014). Arguably, EU pene-
tration in fiscal policy and public administra-
tion is deeper than in defense policymak-

ing.

Table 2: Comparing Penetration by Policy Area

Security

Instruments
coordination)

SOPs (planning and

Public Administration

SOPs (planning, co-

Fiscal Policy

Restriction by rules

ol i, @ (Goal setting, obliga-

ey tion, limitation)
Regulatory policy-

making
Capacity Building No Limited Outsourced
Enforcement Transparency by Bureaucratic coordi- Strong oversight,

monitoring nation and standar- Limited power to

dization sanction
Stealth No Yes Yes
Governance Coordination Cooperation Command
Penetration Shallow Intermediate, asym- | Deep, asymmetric

metric
Means Incentive (Best) Practice Pre-Commitment

Effects on Members

Dependent on habit
and persuasiveness

Dependent on capa-
cities

Dependent on state
of development, ca-

pacities

Source: own compilation

The EU does not control substantial re-
sources of its own that would be compara-
ble to a central state or a federal govern-
ment. It governs by regulation not by allo-
cating huge amounts of resources. Its
budget and the bureaucratic apparatus are
comparatively small relative to the mem-
ber-state level. The EU has almost no reve-
nue of its own but depends on contributions
of member states (Hallerberg 2014).13 It
did not set up its own fund to fight a future

13 Even the various temporary or permanent
funding capacities develop as responses to-
wards the Euro crisis are intergovernmental in
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Euro crisis or build up strong armed forces
to act in world affairs. Instead, it is a pow-
erful rulemaker and regulator that tells
member states when and how to mobilize
their capacities for common purposes
(Chalmers/ Jachtenfuchs/ Joerges 2016b:
8). It has significantly tightened its over-
sight powers particularly in fiscal policy-
making including taxation (Genschel/
Jachtenfuchs 2010). The Euro crisis re-
sulted in more regulatory power delegated

nature and thus do not amount to EU capacities
(Jabko 2014: 137-140; Schelkle 2014: 108-
110).
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to the EU, particularly the Commission, and
limited capacity building modelled after the
International Monetary Fund.

In terms of regulatory policy the EU signifi-
cantly strengthened the rules of the Stabil-
ity and Growth Pact (1998) and brought na-
tional fiscal policy of member states more
in line with the EU economy as a whole. The
pact required that member states do not
exceed annual budget deficits of three per-
cent and the total debt level must not ex-
ceed 60% of GNP. However, by 2005 more
than half of the Eurozone members with
about 80% of its GNP violated these rules
of the pact. The EU took action only after
capital markets responded to Greece’ high
level of dept and the crisis threatened to
spill over to other members (Hallerberg
2014: 93). With several packages of new
laws, the member states delegated more
power to the Commission to scrutinize
drafts of member state budgets even be-
fore they are sent to national legislatures
for debate and approval. The Commission
can now issue recommendations and even
threaten sanctions in case budget drafts are
inconsistent with EU rules. Sanctions can be
avoided only when the European Council
vetoes them with a qualified majority
(Genschel/ Jachtenfuchs 2014b: 253;
Hallerberg/ Marzinotto/ Wolf 2012: 14-31;
Jabko 2014: 132-141; Schelkle 2014: 107-
108).

These new EU rules are intended to better
coordinate economic policies of member
states especially the members of the Euro-
zone, and bring national policies in line with
EU policies as a whole. However, they
deeply penetrate member states because
they subordinate national policymaking to
EU interests and enforce compliance. Espe-
cially, the power of national legislatures
over the budget and fiscal policy is severely
restricted.

Moreover, regulatory policy is blind to dif-
ferences of economic performance be-
tween member states. Whereas the more
industrialized members clearly benefit from
the four freedoms of the EU less developed
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members are much less competitive.
Therefore, the open European market gen-
erates permanent economic imbalances
among member states. These imbalances
(Chinn 2013: 68-71) are even more conse-
quential among Eurozone members be-
cause they now lack the prior possibility of
using monetary policy and/or exchange
rate policy as a remedy. Instead their soci-
eties are hit with the full force of competi-
tion by more developed Eurozone members
and the only way to adjust are very painful
domestic reforms. Apart from very limited
so-called structural funds, the EU lacks any
significant capacities to effectively address
these imbalances among member states.
This means that the EU makes the rules but
leave the member states in charge of the
resulting pain to the people.

Recognizing that these imbalances are a
problem, the EU also build up limited finan-
cial capacities for better crisis manage-
ment. In several steps it created the Euro-
pean Stability Mechanism (ESM). This new
fund, modelled after the International Mon-
etary Fund (IMF), can provide liquidity to
member states facing a depth crisis in the
future. While the fund recognizes a joint li-
ability in case of crisis, the national guaran-
tees are strictly limited. This asymmetric in-
stitutional arrangement benefits the credi-
tor member states and burden the debtor
states.

Payments are also restricted to address
short-term liquidity problems only and do
not address the long-term problem of im-
balances. Decision-making is strictly inter-
governmental and include weighted votes
reflecting the relative capital shares of the
members (Genschel/ Jachtenfuchs 2016:
181; Schelkle 2014: 109-110). Waltraud
Schelkle (2014: 111-113) points to the very
limited nature of the ESM and explains that
the ECB had to step in with providing far
higher capacities because the elected offi-
cials proved to be unable to address the
problems effectively.
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Democratic Legitimacy

When the EU deeply penetrates its member
states how legitimate and democratic is it?
Two types of democratic legitimacy need to
be distinguished (Scharpf 1998: 6). Input-
legitimacy means government by the peo-
ple. Citizens choose their representatives in
free elections regularly and thus hold them
accountable. Input legitimacy is required
especially for distributive policies. After all
no taxation without representation. This is
problematic in the EU because key decision
makers (Commission, ECB; Court of Jus-
tice) are not elected (i.e. non-majoritarian)
actors. Therefore, the EU lacks input-legiti-
macy and must refrain from distributive
policies (Chalmers/ Jachtenfuchs/ Joerges
2016b: 3). Output-legitimacy means gov-
ernment for the people. Even unelected
leaders can do the right thing and serve the
common good. They justify their decisions
and actions by explaining their reasons to
the public. Out-put legitimacy requires that
people are satisfied with and accept the
policies of the decision makers regardless
of whether these are elected or non-elected
officials. As the EU’s regulatory policies ap-
ply equally to all citizens, they mostly rely
on output legitimacy. Still, regulatory poli-
cies may have distributive consequences.

Building the ESM and the policy of the ECB
generated very strong political opposition
particularly in Germany against what is
called a “transfer union.” This means that
because the EU lacks input-legitimacy it
cannot address the problem of sustained
imbalances among member states effec-
tively but puts the burden of adjustment
entirely on the less developed members.
Creating a “fiscal union” with independent
tax and spending powers would distribute
the burden more equally among member
states and their citizens. It requires an EU
budget based on own revenues and the
ability to burden current and future taxpay-
ers with debt services (Schelkle 2014: 107).
Yet, the EU lacks the democratically re-
quired credentials for distributive policy-
making of a fiscal union. Such a union
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would essentially be taxation without rep-
resentation unless the EU builds up proce-
dures of input-legitimacy such as demo-
cratic elections above and beyond the Eu-
ropean parliament. Thus far, it is stuck in a
dilemma between effective economic pol-
icy-making on the one hand and its limita-
tion to output legitimacy on the other. This
is the main reason why even serious crisis
did not push the EU towards taking a dif-
ferent path of European integration such as
state building. For the foreseeable future it
will stick to the established path of integrat-
ing by delegating more regulatory power to
the EU.

Conclusion

Over the past 70 years European integra-
tion led to increased prosperity and higher
living standards for most Europeans be-
cause it squeezed higher efficiency gains
out of a larger, integrated European mar-
ket. Moreover, Europeans enjoy the bene-
fits of the values incorporated in the four
freedoms. Based on these values and ben-
efits they have demanded more integration
which resulted in both deepening and wid-
ening the European Union. In terms of
structures these processes generated a hy-
brid organization that combines intergov-
ernmental and supranational features. An
in terms of outcomes it made progress to-
wards a community of Europeans in which
citizens of different member states learn
sharing the same identities and ideas.

However, the transformation did not go
smoothly all the time but faced setbacks.
The ambivalent nature of the European in-
tegration surfaced every time the European
Union hit home. Europeanization - the
deep penetration and adjustment of mem-
ber states in terms of values and structures
— has always been extremely painful. When
the pain outweighs the gain, members
move towards leaving the Union. The
United Kingdom has made this decision. Po-
land might follow. Ironically, these exists
can generate the outcome of a less hetero-
genous “ever closer Union” that is less
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strained by national diversity. They create
a higher likelihood that the EU moves to-
wards a “community of Europeans” (Risse)
with transformed identities.

Should this optimistic scenario become re-
ality the EU will also have a better chance
of solving the severe problems of its demo-
cratic legitimacy. Converging values can
generate structures of input legitimacy that
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