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EUROPEAN INTEGRATION THEORY IN TIMES OF CRISES: 
UPDATING ‘THE OLD DEBATE’  

WITH A MORPHOGENETIC APPROACH  
  
  

Özer BINICI, PhD Candidate 
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Abstract  
This research seeks to contribute to the literature on how to utilize the 
explanatory approaches of European Integration Theory to understand the 
broad and complex nature of the European integration dynamics and its politics 
in times of crises. The recent literature encourages the scholars to remain open to 
pluralism of approaches and shows that Neo-functionalism provides much 
convenient account to understand short- and medium-term outcomes of the 
European Union`s crises decide in comparison to (New, Liberal) 
Intergovernmentalism and Post-functionalism. Nevertheless, Neo-functionalist 
theorizing requires further investigation to shed light on its potential to deeply 
examine European integration dynamics in times of crises.  This research argues 
that Margaret Archer`s Morphogenetic approach provides a convenient meta-
theoretical foundation for Neo-functionalist kind of theorizing, especially in 
terms of spill-over and counter-vailing forces logics, and to engage with 
pluralism of the approaches within a larger Neo-functionalist framework. For 
this purpose, the revised Neo-functionalism of Arne Niemann is fused with the 
Morphogenetic explanatory approach and, the main explanatory concepts of 
(New) Intergovernmentalism and Post-functionalism are accommodated within 
a larger Neo-functionalist framework. The research presents explanatory 
reflections on the post-crisis management of the Schengen regime followed by 
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the 2015 Migration crisis, and its medium-term European Union level 
governance and regulation outcomes through various kinds of spill-over forces 
and feedback loops within the nexus of the interaction between supranational, 
governmental, and non-governmental actors, alongside the rules, procedures 
and norms triangle of the EU Politics. The research concludes that the Schengen 
regime has been updated after the Migration crisis as a result of the unforeseen 
consequences of the earlier institutional arrangements and the entrepreneurship 
activities of its emergent properties. 
  
Keywords 
EU Crises; European Integration Theory; New Intergovernmentalism; Neo-
functionalism; Post-functionalism; Schengen. 
  
  
1. INTRODUCTION: EUROPEAN INTEGRATION THEORY IN 
TIMES OF CRISES 
  
The recent research efforts on post-crises management of European integration 
show that the grand schools of the explanatory approaches of European 
Integration Theory (EIT), which are Neo-functionalism, (Liberal, New) 
Intergovernmentalism and Post-functionalism (Hooghe and Marks 2019; Wiener 
et al. 2018), are not mutually exclusive, even though the literature in the field of 
a dispute more over the most important factors that drive European integration 
than 60 years (Brack and Gürkan 2020). The recent studies use syncretic and 
eclectic frameworks to explain decision-making outcomes of specific policy 
coordination at the European Union level (EU) by combining different 
approaches (Börzel and Risse 2018; Schimmelfennig 2018; Schimmelfennig and 
Winzen 2019). 
Wiener and Diez (2018) use the Mosaic metaphor to capture the current state of 
the art in the literature of EIT. This metaphor points out that the theoretical 
approaches of European integration are never exclusive and necessarily 
competitive, rather there will always be a reference to at least more than one of 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

7  Continuity and Change in European Governance 
 

the approaches that form part of the mosaic. This metaphor is the concrete 
expression of what this research seeks to argue. In this vein, this research aims to 
contribute to the literature on how to utilize the explanatory approaches of EIT 
in the post-Maastricht era to understand the broad and complex nature of 
European integration and its politics in times of crises. 
The research on the short- and medium -term management of the Eurozone and 
Schengen regimes (followed by the 2008 Global Financial Crisis and 2015 
Migration crisis, respectively) highlights that both crises had several 
characteristics in common: they were triggered by exogenous crises which 
caused the perception of the existing functional-dissonances on the juridical 
architecture of the related EU policy domains. After that, both crises catalyzed 
mass-level politicization within member states and eventually brought 
intergovernmental and inter-institutional distributional conflicts. In response to 
the crises, the decision-makers of European integration have redefined the 
regulation and governance capacity of the related policy domains, 
incrementally. In this vein, the main explanatory concepts identified by the three 
grand schools were acutely observable in both crises (Schimmelfennig 2018). 
The literature highlights that the steps taken to overcome the Eurozone crisis 
have enhanced the role of EU level regulation and governance capacity in all 
fields of economic governance (Börzel and Risse 2018; Dehousse 2015; Niemann 
and Ioannou 2015). However, there was no short-term integrative progress 
during the management of the Schengen regime followed by the Migration crisis 
(Börzel and Risse 2018; Schimmelfennig 2018). Frank Schimmelfennig argues 
that “because intergovernmental conflict and domestic politicization were 
similar in both crises, (Liberal) intergovernmentalism and post-functionalism 
cannot explain the variation in outcomes” (Schimmelfennig 2017, 15). However, 
the Neofunctionalist explanation which emphasizes variation in transnational 
interdependence and supranational capacity across the two policy areas 
provides a “more convincing account of the crises outcomes” in comparison to 
(Liberal) Intergovernmentalism and Post-functionalism (Schimmelfennig 2017, 
15). Börzel and Risse share a similar view with Schimmelfennig in relation to the 
management of the Eurozone crisis, however, they scrutinize the explanatory 
power of Neo-functionalism in the case of the Schengen. They assume that given 
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the public support and supranational capacity, Neo-functionalism cannot 
explain why functional pressures to strengthen common asylum and migration 
policies did not create more integration starting from the beginning of the 
Migration crisis (Börzel and Risse 2017, 11). Considering the short-term 
consequences of the Migration crisis, it brought a backlash or no-substantive 
integration over the Schengen regime, in terms of the reintroduction of border 
controls by several member states, the suspension of the Dublin protocol, and 
the rejection of the implementation of automatic quota system led by the 
Visegrad group countries, Spain and France (Schimmelfennig 2017, 10-11). 
Smeets and Zaun (2020) use two intergovernmental claims to explain this 
backlash: the lack of political impetus at the intergovernmental level and 
operational/institutional capacity at the EU level. Nevertheless, considering the 
medium-term governance changes over the Schengen regime, the power and 
duties of the EU governance and agencies have been extended in the fields of 
external border management and migration-related policies, which were 
exclusively maintained by member states prior to the Migration crisis.  
Niemann and Speyer (2018) argue that Neo-functionalism provides crucial 
insights to understand important aspects of the medium-term management of 
the Schengen regime such as the establishment of the European Border and 
Guard Agency (EBCG). They argue that given the functional interdependencies 
between the abolishment of the internal borders and the need for strong 
cooperation on external border management, the Migration crisis catalyzed its 
establishment as the most plausible solution. Nevertheless, their research also 
highlights that mainstream Neo-functionalism cannot capture some of the 
driving forces of the process, which can affect the endogenous decision-making 
dynamics in the forms of ‘countervailing or disintegrative pressures’ (Niemann 
and Speyer 2018, 24-28). Therefore, although the recent literature shows the 
effectiveness of Neo-functionalism to understand short- and medium-term 
outcomes of the institutional mechanisms provided at the EU level as responses 
to the crises, the conducted research also encourages the scholars to remain open 
to pluralism of approaches and to utilize them interchangeably according to the 
context. 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

9  Continuity and Change in European Governance 
 

Based on this background, this article attempts to develop an integrated 
theoretical framework that utilizes the explanans of the three grand schools on 
an empirical ground to enrich our understanding of the European integration 
dynamics deeply, especially in times of crises. To do so, it takes Arne Niemann`s 
‘revised Neo-functionalism’ as a starting point and claims that this theoretical 
approach can be further developed and fused with a Morphogenetic 
explanatory approach (Archer 1995, 2020) to generate a baseline framework that 
can be informed by the explanans of the Intergovernmentalist (Bickerton et al. 
2015) and Post-functionalist schools (Hooghe and Marks 2019) and it is open to 
having a dialogue with critical integration theory (Bulmer and Joseph 2016).  
This research acknowledges Niemann`s attempt to reformulate the early Neo-
functionalism as an important contribution to the re-assessment of Neo-
functionalist kind of thinking and theorizing, especially, in terms of an 
engagement with pluralism of the approaches and broader fields of social 
science, such as organizational theory and the role of entrepreneurship in social 
organizations. However, this research also claims that the Morphogenetic 
approach provides a much more convenient meta-theoretical orientation for 
Neo-functionalist kind of theorizing, especially in terms of engagement with 
spill-over and counter-vailing forces logics, in comparison to Niemann`s meta-
theoretical orientation and to engage with pluralism within larger Neo-
functionalist thinking.  
The central question in this research asks ‘How does the fusion of the revised 
Neo-functionalism with Morphogenetic approach help to address its 
explanatory deficiencies, and to engage with pluralism of the approaches to 
overcome those deficiencies? Hence, the research engages with the literature in 
terms of an intra-, inter-, and meta-theoretical debate. 
The first section presents the current state of the art in the literature.  This 
section retraces the debate on European integration (theory) in times of crises 
through a critical discussion in light of recent ontological developments in the 
study of politics, namely the agent-structure debate and pragmatic turn in the 
study of EU Politics. The second section presents the theoretical section in which 
the revised Neo-functionalism is further developed and fused with the 
Morphogenetic explanatory approach. This section also accommodates the 
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explanans of New Intergovernmentalist and Post-functionalist schools within a 
larger Neo-functionalist framework. The third section represents an ‘illustrative 
study’ (Levy 2008, 6-7), which examines the medium-term outcomes of the 2015 
Migration crisis at the EU governance level with the revisited Neo-functionalism 
based on the secondary literature. Given the limited scope of the paper, this case 
was selected to benefit from the conducted research in the field to accommodate 
the perceptions of the three schools of thought on an empirical ground. The last 
section comprises conclusion remarks in which the findings, limitations, and 
future research directions of the Neo-functionalist kind of thinking and 
theorizing are discussed. 
 
 
2. LITERATURE REVIEW  
  
This section firstly introduces the revival of the traditional explanatory 
approaches of European integration in the post-Maastricht. Secondly, the 
explanations of those approaches concerning the management of the Schengen 
and Eurozone regimes after the crises they faced are reflected. Although the 
management of the Eurozone crisis was not included in the empirical section, 
most of the conducted research focused on these two crises from a comparative 
perspective. The findings of the already conducted research carve out the focal 
point for the further claims of this article. 
In the post-Maastricht era, the traditional explanatory approaches of European 
integration, namely Neo-functionalism and Intergovernmentalism, have been 
revised by new generation studies. These studies largely benefit from the 
emergence of the New Institutionalism and Governance studies to catch up with 
the current developments in the study of politics and social science (for a 
guiding discussion, see Haas 2004).  
The new generation of Neo-functionalist scholars defines the institutionalization 
of the EU as the extension of any kind of EU institutions, rules and norms, 
whether related to the economic policy domains or not. The emergence and 
evolvement of the institutionalization at the EU level create further endogenous 
feedback loops, such as ‘rule-making capacity’, ‘the intensification of 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

11  Continuity and Change in European Governance 
 

transnational activities/actors’, and ‘supranational capacity’ (Stone-Sweet and 
Sandholtz 2010, 7-8). In the long term, the intensification of the feedback loops 
causes integrative spill-over forces, which allow some policy domains to be 
developed more rapidly than others in terms of governance and regulation 
capacity (Stone-Sweet and Sandholtz 2010, 12). In this fashion, Neo-functionalist 
scholars take the side of Historical and Sociological Institutionalism in reference 
to the definition of institutionalization.  
‘The revised Neo-functionalism’ of Niemann stands as the standard framework 
of today`s research on Neo-functionalist tradition (Niemann 2006, Niemann et 
al. 2018). The approach expands the ontological sphere of the original Neo-
functionalism from what Ernst Haas (2001, 2004) called soft-rationalism to the 
soft-constructivism with an eye on the institutional context of EU Politics. The 
approach perceives European integration as a dialectic process between spill-
over and counter-vailing forces, which “occurs under certain conditions” 
(Niemann et al. 2018, 52) – usually as a result of externally induced crisis. 
Niemann has further developed the concept of ‘social spill-over’ to discuss the 
role of socialization and social learning processes between the elites who are 
involved in the EU decision-making process, along with some other spill-over 
concepts which will be discussed in the next section (Niemann et al. 2018, 52-53).  
‘New Supranationalism’ stands as another recent approach that is in line with 
Neo-functionalist tradition. It differs from the traditional Neo-functionalism due 
to its emphasis on the role of ideational innovation and discursive interaction 
rather than the reinforcement of the initial feedback loops. The approach argues 
that in the post-Maastricht era, the technical actors and supranational bodies 
drive European integration through the manipulation of national political 
leaders via the deliberative power of ideas (Schmidt 2018, 109). 
Liberal Intergovernmentalism revises the traditional Intergovernmentalism of 
Stanley Hoffmann (1966) within the logic of Rational Choice Institutionalism. It 
explains the institutional evaluation of European integration in three separated 
but interrelated stages: 1)the formation of state interest at the domestic level 
where “commercial liberalism comes out a head of geopolitical and ideational 
interest”, 2)the subsequent stage of inter-state bargaining where 
“intergovernmentalism outperforms supranational entrepreneurship”, 3)the 
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formal institutionalization of the EU institutions where “rationalism defeats 
federal idealism” (Moravcsik and Schimmelfennig 2018, 66-70). Liberal 
intergovernmentalism assumes that the institutionalization process of the EU 
can be best understood as serious of rational choices made by member state 
governments, which is driven by the egoistic logic of what is in for me 
(Moravcsik 2018, 9-21). 
The New Intergovernmentalism is a recent theoretical approach from the 
Intergovernmentalism tradition which rejects the usefulness of Liberal 
Intergovernmentalism to provide a concrete understanding of the European 
integration in the post-Maastricht era. Like Liberal Intergovernmentalism, New 
Intergovernmentalism acknowledges the role of domestic formation of state 
interests as the main impetus to create the demand for change on the EU level 
institutionalization (Schimmelfennig 2015, 727). However, unlike the former, it 
argues that the deliberative and consensual decision-making process has 
become the guiding principle of day-to-day decision-making at all levels of the 
EU, rather than hard-bargain seeking (Bickerton et al. 2015, 711).  
According to New Intergovernmentalism, the exogenous forces act as triggers to 
create indeterminate institutional effects to change the governance and 
regulation capacity at the EU level. To balance the rising dysfunctionalities of an 
existing regime, the member state governments take an unprecedented 
leadership role at the European Council and create EU level de novo bodies and 
agencies, such as the European Central Bank (ECB) or Frontex. The creation of 
de novo bodies allows national governments to block the power of the European 
Commission and other supranational bodies, as they are out of the purview of 
the supranational institutions. 
New Intergovernmentalism argues that national governments have regained 
control over the institutionalization process in the post-Maastricht era (Bickerton 
et al. 2015, 703-714). The approach presents “a milder version of 
intergovernmentalism” which leaves room to investigate the role of institutional 
initiatives and deliberation within the institutional dynamics of European 
integration, especially in the European Council (Smeets and Zaun 2020, 7). 
Andrew Moravcsik acknowledges the importance of the role of information and 
discursive deliberation in the daily practices of the EU. However, He further 
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claims that the role of deliberation during the governmental decision-making 
processes should be considered as a form of intergovernmental consensus and, 
that the constructivist argument about the EU`s socialization effect on the 
“reflexive willingness of state representatives [to ‘deliberate’ (or ‘argue’)]” has 
validation “only in a minority of cases that are less important and more 
consensual” (Moravcsik 2018, 10). 
Post-functionalism challenges the elitist and functional-efficiency rationale of the 
two mainstream explanatory approaches. Unlike them, this approach 
emphasizes the role of politicization as a social-psychological dissension factor 
that creates constraining dissensus on the continuity of European integration 
(Hooghe and Marks 2019, 1). According to Post-functionalism, a crisis at a 
regional level reveals the functional mismatch between the efficiency and 
jurisdictional architecture of the EU. This situation further triggers the 
intensification of politicization at the domestic level contestation of politics, 
which aggravates the mobilization of collective identities in terms of 
exclusive/inclusive identity politics towards the EU (Börzel and Risse 2018, 97-
104; Hooghe and Marks 2019). Although Post-functionalism is silent regarding 
the long-term direction of European integration, it perceives the politicization as 
a counter-vailing force against further integrative measurements, which stems 
from non-rational ‘psychology’ (Moravcsik 2018, 12-13). 
To summarize, the recent theoretical research in the field allows for locating the 
main theoretical approaches of EIT within the ontological perspectives towards 
the concept of institutionalization while keeping an eye on certain contextual 
factors. Namely, to think about the development of the level and scope of 
European integration in terms of crises-induced decision-making processes in 
association with the rise of politicization, in the meantime, considering the role 
of EU`s polity ideas and its policy consequences at a domestic, supranational, 
and international level. Furthermore, the literature also shows that these 
contextual factors should not be considered contradictory by the approaches, 
rather they can be used interchangeably. 
Jones, Kelemen and Meunier`s (2015) ‘failing forward’ approach can seem one 
example of this kind of integrated and pragmatic approach. This approach 
perceives European integration as a piecemeal and incomplete 
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intergovernmental reform cycles, and adds a Neo-functionalist ingredient to the 
Intergovernmental bargaining process. The approach assumes that European 
integration advances with the initiation of incomplete governance structures as a 
result of lowest common denominator bargains and solutions. This 
incompleteness eventually reveals the dysfunctionalities of the related policy 
domains and led to further crises. To cope with a policy failure, the member 
states' governments create once again incomplete governance structures and so 
on. It bears that if there will be desirable alternatives to cooperation, then there 
will be no further integrative steps. In a similar fashion, Zaun (2018) argues that 
during the short-term management of the Migration crisis, the asymmetric 
interdependence between the host and non-host countries put the latter in a 
powerful bargaining position. Hence, non-host countries were able to reject the 
implimentation of automatic quota system. 
Nevertheless, considering the medium-term developments within the Schengen 
regime followed by the Migration crises, Niemann and Speyer argue that the 
various endogenous path-dependence factors blocked the way towards 
disintegration given the functional interdependence between the Schengen and 
“consequent need for strong cooperation on the external border management” 
(Niemann and Speyer 2018, 25) and, this (Neo)functionalist rationale eventually 
introduced new power and duties at the EU governance level. However, they 
explicitly indicate that their research should be seen as ‘potential for further 
refinement of neofunctionalist theory’ (Niemann and Speyer 2018, 39), and their 
explanation fails back to trace the interaction between the endogenous and 
exogenous dynamics of the EU decision-making process. Indeed, the revised 
Neo-functionalism, in general, fails to show how the relationship exists between 
the exogenous factors and their integrative pressures (Menon 2007, 365). 
Taking the findings together, the current literature encourages further studies to 
think about the role of multi-agent collaboration and deliberative power of ideas 
at the EU governance level while being “open to the pluralism of the approaches 
[…] to evaluate which approach or combination of approaches best serves to 
explain” (Schmidt 2018, 15).  The crucial distinction between Neo-functionalism 
and Intergovernmentalism remains on the issue of whether the EU policy-
making outcomes are driven by the unintended consequence of the earlier 
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arrangements of the European integration or by the (domestically-driven) 
national interests of the member states` governments in an era of 
interdependence (Moravcsik 2018, 7-23). In the long term, Neo-functionalism 
claims that the initial settings of the EU “inevitably reduces the control power of 
member states over the course of integration and causes the institutionalization 
process at supranational level whereby new organs, subunits, and 
administrative practices […] are designed to improve the performance of the 
organization in the wake of some major disappointment with earlier output” 
(Haas 2004: p. xlviii, as cited in Binici 2020, 78-79).  
In the following section, this research utilizes the Morphogenetic approach as an 
alternative meta-theoretical perspective on the revised Neo-functionalism and 
argues that the Morphogenetic approach allows the latter to overcome its 
shortcomings as it stands today while engaging with the explanatory 
approaches of EIT in a pluralist sense.  
 
  
3. FUSING THE REVISED NEO-FUNCTIONALISM WITH THE 
MORPHOGENETIC APPROACH  
  
This section contains two parts. The first part evaluates the meta-theoretical 
assumptions of the revised Neo-functionalism within the context of the agent-
structure debate and suggests an alternative one based on the Morphogenetic 
theory. The second part illustrates the main explanatory variables of (New) 
Intergovernmentalism and Post-functionalism, namely, the role of consensual 
decision-making at the EU level, the politicization of the EU and its relationship 
with domestic contestation of (EU) politics, within the spill-over and counter-
vailing forces logics of the revisited Neo-functionalism. 
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3.1. The Meta-theoretical Assumptions of the Revised Neo-functionalism and a 
Morphogenetic Criticism 
  
The revised Neo-functionalism modifies the ontological scope of the early Neo-
functionalism in several aspects. Firstly, in contrast to earlier Neo-functionalism, 
which mostly focuses on the agency, the revised Neo-functionalism identifies 
equal ontological status to the agency and structure, and it takes an analytical 
dualist position towards the agent-structure debate while adopting Anthony 
Giddens` notion of structuration (Niemann 2006, 25-27). Secondly, although it 
set outs the rational choice assumptions of early Neo-functionalism as a starting 
point, some solid rational choice principles are disabled. Niemann relaxes the 
assumption that “actors` preferences are shaped by fixed interest and external 
constrains, rather actors` preferences are various and preferences do not result 
from random choice but reflect deliberative behavior” (Niemann 2006, 25). This 
maneuver allows the revised Neo-functionalism to identify a learning capacity 
for the actors which is the ability to understand the outside world and act upon 
it. Hence, soft constructivism becomes an integral part of this ontology 
(Niemann 2006, 25-27). Finally, the revised Neo-functionalism perceives the 
functional interdependencies, international system of states and domestic 
structures, and traditions of member states as the structural and cultural 
properties. Governmental and non-governmental elites, supranational actors, 
public, and all kinds of organizations are understood as agents (Niemann 2006, 
15-52).  
Niemann`s attempts to develop the original Neo-functionalism towards the 
concept of structuration should be understood as an important contribution to 
reconsider on some important assumptions of the earlier Neo-functionalism, 
such as elite socialization and social learning, which are one of the main axes of 
the current discussions within the discipline of International Relations (Menon 
2006, 361-363). Moreover, its meta-theoretical engagement with the structuration 
theory allows moving from mainstream New Institutionalism to the approaches 
which engage with institutions within the context of organizational theory and 
the deliberative role of discourse and ideas. The structuration theory provides 
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important insights to investigate the nexus of entrepreneurship and opportunity 
within the context of the agent-structure debate (Mole and Mole 2010). 
However, the revised Neo-functionalism “rests on a theoretically inconsistent 
view” (Menon 2007, 365) of the ‘nature of the actors’ and ‘collective action’, 
especially, in terms of entrepreneurship activities in relation to opportunity 
costs. It assumes that collective actions “are not merely [an] aggregation of 
individual preferences, but individual actor`s objectives are influenced by and 
derived from the social group with which an agent interacts and identifies” 
(Niemann 2006, 26). This assumption prevents the approach to have a clear 
leeway for the meta-reflexivity of the agencies because it portrays state 
representatives “as capable of changing their preferences through endogenous 
process of learning. In contrast the preferences of the supranational institutions 
are portrayed as exogenously defined and resolutely resistant to change. These 
institutions become agents of integration, because they tend to benefit from the 
progression of this process” (Menon 2007, 365). Consequently, the revised Neo-
functionalism produces the mechanical assumption of New Institutionalism, 
that the “agency is indeed constrained or channeled by institutions, however, 
defined” (Haas 2004, xlvii). Whereas the traditional Neo-functionalism 
anticipates that “the actors adjust the failure of earlier behavior to realize their 
perceived interests, therefore, the later choices [mainly] are result of unwanted 
and unforeseen consequences” (Haas 2004, xxvi) of past. According to Ernst 
Haas, “instead of developing a notion of positive gains, the spill-over was 
driven by a postulated fear by the actors of suffering losses unless further 
sectors were integrated (Haas 2004, fn17). In this context, the revised Neo-
functionalism false back to shed light on the relationship dynamics between the 
initial generative mechanisms of the EU to advance the existing integration. 
Niemann underlines that the revised Neo-functionalism “does not strive for 
ontological purity” (Niemann 2006, 25) and, his approach acknowledges the 
dual nature of the structure and agency, that they mutually constitute each other 
(Niemann 2006, 26). In fact, according to the structuration theory, if the structure 
and agency are separated from each other, they cannot be ontologically existing 
and analytically being understood (Sarason et al. 2006, 289). The structuration 
theory further assumes that the actions of agencies create the structure, and the 
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structures enable and constrain the further actions of the agency within the 
social system. The further assumption is that the structures are subjective and 
virtual, which means “they are held in mind of agents until instantiated in the 
actions” (Mole and Mole 2010, 231). For this reason, structures do not exist 
independently from the human mind until they are initiated through practices. 
In a nutshell, within the structuration logic, “actors unconsciously reproduce 
rules and resources” (Mole and Mole 2010: 234) and the social systems emerge 
as a reproduction of relations between actors and collectivities, and those 
structures are being simultaneously the medium and outcome of actions in the 
practices. This interpretation inescapably “elides the structure and agency 
together and makes impossible to trace the interaction between them over the 
time” (Newman 2019, 110).  
In contrast to the structuration theory and as its alternative, Margaret Archer 
proposes the Morphogenetic approach as an interdisciplinary explanatory 
program based upon the ‘Critical Realist’ understanding of the philosophy of 
social science to study entrepreneurship activities in any kind of organization 
(Archer 2020, 137). The approach focuses on the agent-structure debate and 
suggests making an analytical distinction between agential and structural 
realms, as well as among structural and cultural realms to study the realm of all 
kinds of institutions independently from the realm of ideas (Greener 2005, 66). It 
claims that in the historical context of a given organizational system, the rules, 
designs and resources compose the structural and cultural constraints which 
also enable the actions of actors within the organizational system. An 
unexpected change in the system creates opportunity for agents to conduct 
entrepreneurial activities. The agents view the structural and ideational 
challenges in the social systems and act to “change the existing rules and 
resources to their advantage” (Mole and Mole 2010, 233).  The 
institutionalization of the system is seen as the result of the political struggle 
between holders and challengers of the system. In a nutshell, alongside the 
structural and cultural interests and properties, the Morphogenetic approach 
presents “a third kind of interest which is the reason[ed] interests of agents […] 
Agents may well define their own real interests completely differently to the 
vested interests inherent in their structural role(s) and/or cultural belief(s)” 
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(Newman 2019, 124) and hence there is a level of maneuverability for the 
reflexive power of the agency. In other words, the approach “allows for the 
identification of material interests, ideational (cultural) interests, and agential 
interests, while simultaneously accepting the social construction of each” 
(Newman 2019, 124). The approach further assumes that the structure and 
agency should be understood as relative and in terms of emergent properties, 
that “one stratum could be micro to another macro strata; however, that same 
macro strata maybe micro to an alternative strata” (Mole and Mole 2010, 234). 
Hence, in contrast to structuration logic, the Morphogenetic approach claims 
that opportunities exist independently from social structures. Its perspective on 
the actor`s interest formation not only allows for rational choice or logic of 
appropriateness or learning but also temporal differentiation of interests. 
However, it is an ideal type of explanatory methodology, which cannot explain 
or purport to explain anything at the empirical level unless merging its 
regulative role in theorizing practices with substantive theories (Wight 2006, 
287). 
  
  
3.2. Fusing the Revised Neo-functionalism with the Morphogenetic Approach 
  
The Morphogenetic approach suggests three interrelated stages of examination 
to analyse any form of institutional change at a formal level: Structural 
Condition (T1): the analysis of structural and cultural conditions that influence 
the structural content of action and the organizational system as the rules and 
resources which create emergent properties and situational logic for interaction. 
Social Interaction (T2-T3): the interaction of structural factors with agency and 
between agencies in terms of advantages/disadvantages and 
compatibility/incompatibility. Structural Elaboration (T3-T4): the modification 
of previous structural/cultural properties with the creation of new 
organizational properties and constraints in terms of rules and resources as a 
result of the social interaction stage (Archer 1995: 82-89). On this basis, the 
‘before, during after, schema’ constructs the main analytical scheme of the 
approach (Newman 2019, 109).  
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The analytical scheme of the Morphogenetic Approach can be reconstructed 
within the revised Neo-functionalist logic in the following way: An external 
shock, which reveals itself independently from the project of the European 
integration, triggers an ascent of the dysfunctionalities of the earlier institutional 
arrangements (structural conditioning) of European integration in the relevant 
policy area(s) (T1). In turn, the rise of perception of the externally induced 
dysfunctionalities and discrepancies provokes conflict between the actors of EU 
Politics and causes the politicization of the European integration in domestic 
politics in the social interaction stage (T2-T3). This (dys)functional rationale 
eventually invokes the decision-makers of European integration to redefine the 
regulation and governance capacity of the related policy domains at the EU level 
(Niemann 2006, 29-56) (T3-T4). In other words, the structural conditions of the 
European integration inevitably cause an inter-distributional conflict and actor 
dissatisfaction and thereby politicization. However, Neo-functionalism further 
argues that the conflict is closer to being resolved in the process itself and this 
eventually leads to unforeseen integrative outcomes in terms of the extension of 
the institutionalization process in the EU legal order (Stone-Sweet and 
Sandholtz 2010). The last phase constitutes the structural elaboration stage of the 
institutionalization process of the European Integration within a Morphogenetic 
jargon. 
The revised Neo-functionalism uses six explanatory variables for the 
conceptualization and operationalization of the historical-functional context of 
European integration, which are located within the domestic, supranational and 
international structural/cultural realms along with the politics of actors who are 
involved in the process of decision-making. These variables are, respectively, 1) 
functional spill-over, 2) exogenous spill-over, 3) political spill-over, 4) social 
spill-over, 5) cultivated spill-over and 6) counter-vailing forces (Niemann 2006, 
29-50). In the following section, these conceptualizations are introduced via a 
Morphogenetic reading, and explanatory assumptions of (New) 
Intergovernmentalism and Post-functionalism are reflected within the spill-over 
and counter-vailing forces concepts. 
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3.2.1. Exogenous Spill-over 
  
This concept is one of the structural components of the revised Neo-
functionalism, which gives an account to investigate the relationship between 
the initial integration process and the external context within which the 
European integration process is located. The presupposition is that “exogenous 
factors -although they can constitute an obstacle to further integration, generally 
encourage or provoke further integrative steps” (Niemann 2006, 33). The 
supposition is that the external pressures caused by a shock or crisis at 
international level become less exogenously determined and eventually create 
further (dys)functional integrative spill-over pressures (Schmitter 1970, 848). 
New Intergovernmentalism and Post-functionalism share a belief with the 
exogenous spill-over logic which advances that external shocks cause 
indeterminate outcomes regarding the durability of the European integration 
process. Meanwhile, the Intergovernmentalist school claims that exogenous 
shocks show the state of disequilibrium of the current integration dynamics and 
constitute an obstacle for the further integration (Bickerton et al. 2015, 719), and 
Post-functionalism is agnostic concerning the effects of exogenous pressures on 
the long-term development of European integration (Schimmelfennig 2018, 974-
975). 
  
  
3.2.2. Functional Spill-over 
  
The concept of functional spill-over is another structural component of the 
revised Neo-functionalism. It is a “mechanism arising from the inherent 
technical characteristic of the functional tasks themselves. The idea that some 
sectors within industrial economies are so interdependent that it is impossible to 
treat them in isolation” (Tranholm-Mikkelsen 1991, 5). The attempts to integrate 
certain functional tasks will inevitably lead to problems that can only be solved 
by giving more tasks to the regional community level. In this regard, the logic of 
functional spill-over refers to “a situation in which the original goal can be 
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assured only by taking further actions, which in turn create a further condition 
and need for more action, and so forth” (Niemann 2006, 30). 
The integrative logic of the relationship between the exogenous and functional 
spill-over forms can be observed while using “logical deduction, comparison 
with the last experiences under similar conditions” (Niemann 2006, 62) and by 
focusing on the cognitive perception of external challenges by decision-makers 
(Niemann 2006, 63). In contrast to Neo-functionalism, Intergovernmentalist 
tradition tends to understand the role of functional-rational in relation to the 
domestic preference formation, and Post-functionalism argues that 
dysfunctionalities eventually cause the rise of politicization in terms of identity 
politics, which counters the functional-rational. 
  
  
3.2.3. Cultivated Spill-over 
  
The cultivated spill-over logic assumes that as the integration process advances, 
the supranational institutions take their own forms over time and it would be 
increasingly difficult to control them by their founders, i.e., member state 
governments. The further assumption is that the manipulation of the elites by 
the supranational institutions causes unforeseen integrative policy outcomes. 
This concept contains two basic rationales. Firstly, it indicates further integrative 
pressures of EU level institutions and de-novo bodies. Secondly, it refers to a 
perception of change on actors who are involved in an interaction process with 
the supranational institutions, and European level agencies, as well as epistemic 
communities and technical knowledge experts in general during the decision-
making process (Niemann 2006, 42-47). The second rationale also bears with the 
social spill-over logic as it was discussed below. 
In contrast, New Intergovernmentalism downgrades the role of supranational 
institutions and de-novo bodies regarding their power to provoke further 
integrative steps. It assumes that the EU level agencies are not “hard-wired to 
seek ever closer union” (Bickerton et al. 2015, 713) and their manipulative power 
can be controlled by the member state governments which preserve any 
unintended task expansion at the supranational level (Hodson and Puetter 
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2019). Post-functionalism is silent and ill-suited to investigate the integrative 
impact of supranational level forces (Schimmelfennig 2018, 974-975). 
  
 

3.2.4. Political Spill-over 
  
The political spill-over concept refers to the integrative support of the non-
governmental elites and public in a broader sense based on incentive-based 
learning capacity. The political spill-over pressures “arise[s] from the pluralist 
nature of West European societies. In such societies, […] politics is based on a 
conflict between groups, each of which pursue their own (welfare) aims. […] the 
idea that such elites will undergo a learning process, developing perception that 
their interests are better served by seeking supranational rather than national 
solutions” (Tranholm-Mikkelsen 1991, 5). Nevertheless, the external pressures 
and domestic constraints also affect the behaviour of non-governmental elites 
and public. For this reason, political spill-over pressures may be inadequate to 
create integrative support if counter-vailing forces are on the forefront 
(Niemann 2006, 36-37). 
New Intergovernmentalism asserts that to prevent unwanted coalitions and 
influences at the EU level, such as pressures from transnational interest groups 
and supranational lobby activities, member states’ governments have taken a 
leadership role in the European Council. To this extent, New 
Intergovernmentalism downplays the role of non-governmental elites regarding 
the creation of integrative pressures (Bickerton et al. 2015, 713). Post-
functionalism moves from the elitist and functional perception of the above-
mentioned two approaches. It presents the role of mass mobilization in terms of 
exclusive/inclusive collective identities as a counter-vailing force against further 
integrative steps (Hooghe and Marks 2019, 1113-1114). 
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3.2.5. Social Spill-over 
  
The social spill-over concept was developed to analyse governmental elite 
behaviours in the decision-making process of the EU with reference to the ‘social 
learning’ (Checkel 2001), ‘communicative action’ (Habermas 1987) and the ‘logic 
of truth seeking/arguing’ (Risse 2000) concepts of soft constructivism (Niemann 
et al. 2018, 52-53). The social spill-over logic assumes that during a social 
interaction process, the actions of agents do not contain only the logic of 
appropriateness but also the logic of truth-seeking and arguing. In such an 
action, the actors can argue strategically and need to be convinced more sound 
arguments (Niemann 2006, 37-42). Therefore, the success of reaching consensual 
outcomes depends on the logic of rationality oriented towards a common 
understanding by the actors.  
Intergovernmentalist tradition ignores the manipulation of national elites by 
supranational and non-governmental elites within the context of a social 
learning capacity. Even though New Intergovernmentalism opens a space for 
the investigation of the role of deliberative decision-making outcomes, the 
reached decisions reflect the goal-oriented actions of member states’ 
governments in terms of simple learning logic between them (Schimmelfennig 
2015, 729). Post-functionalism is silent about the integrative role of elite 
socialization at the EU level, rather it argues that the politicization creates 
constraining dissensus on the national elites to reach consensual decision-
making outcomes (Börzel and Risse 2018, 93). 
  
  
3.2.6. Counter-vailing Forces 
 
The counter-vailing forces concept aims to locate disintegrative forces within the 
revised Neo-functionalist framework, which can cause a standstill or work 
against the institutionalization process of European integration. Niemann 
identifies two main counter-vailing forces: 1)‘Sovereignty consciousness’, which 
refers to the “extreme form of nationalism, which encapsulates actors’ lacking 
disposition to delegate sovereignty to the supranational level” (Niemann 2006, 
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48). 2)‘Domestic constraints and diversities’, which refers to “opposing parties, 
the media/public pressures or more indirectly by structural limitations, such as 
a country’s economy, its demography, its legal tradition or its administrative 
structure” (Niemann 2006, 48). 
The counter-vailing forces is a broader concept that can accommodate micro-
level political analysis tools under its empirical focus (Niemann 2006, 47-50). 
This research advocates that the degree of politicization and domestic 
contestation of the EU politics can be located within the indicators of the concept 
of counter-vailing forces in terms of the structural and cultural properties.  This 
helps us not only to provide a much more accurate analysis of the historical and 
domestic context of European integration in terms of state/society relations but 
also to look at different explanatory concepts of the three schools of thought 
within a larger Neo-functionalist framework through the spill-over and counter-
vailing forces logics. 
  
  
4. EMPIRICAL REFLECTIONS: THE POST-CRISIS 
MANAGEMENT OF THE SCHENGEN REGIME FOLLOWED 
BY THE 2015 MIGRATION CRISIS  
  
This section presents a ‘plausibility probe’ case (Levy 2008, 6-7) based upon the 
secondary literature to demonstrate the empirical relevance of the theoretical 
revisions provided in this research and to throw light on how the modification 
of the revised Neo-functionalism via the Morphogenetic approach adds value to 
the existing literature. The empirical investigation focuses on the short- and 
medium- term management of the Schengen regime followed by the 2015 
Migration crisis. Given the limited scope of the paper, the Readmission 
agreements are discarded from this section to focus on the endogenous reactions 
at the EU level (on this issue, see, for example, Smeets and Zaun 2020). 
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4.1. An Exogenously Induced Crisis and Exogenous Spill-over Logic 
  
The Migration crisis challenged not only the management of refugee flows, 
migration, and asylum issues but also other related policy domains of the 
Schengen regime such as free movement, external border management and 
police cooperation. Since 2015, the increasing number of asylum seekers and 
refugees on the EU borders put pressure on the periphery countries of the 
Schengen area. The refugee crisis eventually caused the temporary 
reintroduction of the internal border controls in a considerable number of 
member states. Eventually, the Migration crisis challenged one of the building 
blocks of the EU project in the post-Maastricht era: the free movement of people 
and the abolishment of internal borders (Schimmelfennig 2018, 975-976). 
Keeping the Exogenous spill-over logic in mind, it can be claimed that an 
external shock triggered the perception of the dysfunctionalities of the existing 
EU level governance settings of the relevant policy domains. This situation 
further catalyzed political and institutional crises in the internal dynamics of the 
European integration project to redefine the configuration of the institutional 
settings of the Schengen regime as expected by three schools of thought. Neo-
functionalism further assumes that as long as the spill-over forces are at play, an 
external crisis becomes incrementally internalized by the 
functional/institutional configuration of the regime, which gradually causes the 
extension of the level and scope of the EU level regulation and governance 
capacity in the related policy domains. 
  
  
4.2. Structural Conditioning and Functional Spill-over Dynamics 
  
In parallel with the completion of the Single Market, the Schengen regime has 
been created to operationalize and ensure the good functioning of the 
abolishment of internal borders and free movement of people across the 
European continent. The abolishment of the internal borders in the post-
Maastricht era has caused the external border management to be of the building 
blocks of the European integration project as well. Beginning in 1987, the 
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Schengen regime has spilled around the EU project to ensure the good 
functioning of the internal integration and the external border management. The 
provision of the Lisbon Treaty identifies the legal basis of the Schengen regime 
in the fields of framing ‘the area of freedom, security and justice’, developing 
‘common asylum and migration policy’ and ‘integrated border management’ 
(Eur-Lex 2012). While external border management does not mean asylum and 
migration management or judicial cooperation, all of these fields are 
functionally linked. In all these fields, the EU and member states share 
competences to develop common policies based on the solidarity principle, but 
the functionality of the Schengen area mainly depends on the individual 
responsibility of member states (Lavenex 2010, 463-470). In other words, the 
national border guards and authorities have first-degree control and 
surveillance rights on their territorial borders. In this respect, the Schengen 
regime contains a low level of resource and administrative governance capacity 
in comparison to the Eurozone regime. In order to support the cooperation 
between national border guards and to create risk analysis related to the border 
control issues, the Frontex agency was established in 2004. The Frontex can seem 
as the concrete expression of the aim of developing an integrated border 
management system and, it stands as the main body of the EU in relation to the 
control of the external borders of the Schengen area. Beginning in 2006, the joint 
operations were carried out in support of the member states on the 
Mediterranean coast through the operations of the Hermes, Triton and 
Poseidon. In the field of judicial cooperation, the EU Agency for Law 
Enforcement Cooperation (EUROPOL) and European Judicial Network; and in 
the field of asylum application and migration management, the Dublin 
regulation and European Asylum Support Office (EASO) coordinate and 
support the member states activities (Peers 2020). 
The 2015 Migration crisis led to new challenges which manifested the 
insufficiency of the existing financial and technical mechanisms of the Frontex 
agency and the Dublin system. The existing configuration of the Schengen 
regime was insufficient to overcome the border control problems and manage 
refugee flow after the peak of the Migration crisis. Additionally, the different 
opinions of the EU members regarding the allocation of asylum seekers and 
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migrants have raised concerns about the continuity of the Schengen project 
(Carrera - Den Hertog 2016).  
Regarding the functional spill-over, the following argument can be made: the 
perception of the externally induced dysfunctionalities and discrepancies of the 
existing regime triggered the politicization of the EU and eventually induced the 
decision-makers to redefine the earlier institutional configurations of the 
existing regulatory and governance capacity of the Schengen regime in terms of 
its rules, procedures and resources. 
  
 
4.3. Social Interaction: Cultivated, Political and Social Spill-over Pressures vs 
Counter-vailing Forces 
  
In relation to cultivated spill-over pressures, one of the first reactions to the 
Migration crisis was the ‘10 Point Action Plan’ which was presented by Dimitri 
Avrampoulos, the Migration, Home Affairs and Citizenship Commissioner of 
the EU, during a joint meeting of the Foreign and Interior Ministers chaired by 
the EU High Representative/Vice President Federica Mogherini in April 2015. 
After the meeting, Mogherini and Avrampoulos highlighted the need for a 
consistent reaction to the migration crisis at the EU level (European Commission 
2015a). One of the earliest short-term solutions of the European Commission 
was the proposal of the relocation of asylum seekers from Greece, Hungary, and 
Italy and redistribution of them among the EU members to share responsibility 
and ensure solidarity among the members. The main aim of the allocation 
system was to overcome the dysfunctionality of the ‘first entrance’ clause of the 
Dublin system. The proposal was initially prepared by the EASO and proposed 
by the Commission in its final form in September 2015 (European Commission 
2015b). The European Council agreed with the proposal, however, its 
actualization remained unsuccessful as it was rejected by the non-host countries 
of the EU led by the Visegrad group (Schimmelfennig 2017, 10-11).  
After the failure of the relocation system, the European Commission continued 
to highlight the dysfunctionalities of the current Dublin regulation, but it 
changed the direction of the discussion on the Schengen regime from the 
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management of asylum-seekers and refugees to the management of the internal 
and external borders of the EU (Niemann and Speyer 2018, 33). In December 
2015, the Commission adopted a new proposal to restore the Schengen regime 
which emphasized the urgent need for technical and functional harmonization 
between member states, the creation of the European Border and Guard Agency 
and a regulative institutional mechanism to link the information exchange 
between external border control, asylum and return management agencies of the 
EU, such as Europol, Frontex, and EASO (European Commission 2015c). The 
Commission’s attempts have led to the adoption of the two EU regulations in 
2016 and 2019, which have transformed the Frontex agency into the European 
Border and Guard Agency (EBCG), and have also introduced new elements to 
the EU level governance capacity in the fields of internal/external border 
management and migration-related issues (Deleixhe and Duez 2019, Niemann 
and Speyer 2018). 
In reference to the political spill-over, the European business associations and 
transnational NGOs played an active role in creating further support on the 
revision of the Schengen regime. The European business interest groups 
supported the need for enriching governance capacity on the external border 
management to overcome the existing dysfunctionalities of the Schengen regime 
(Niemann and Speyer 2018, 37). The other important non-governmental political 
pressures came from the United Nations Refugee Agency and European human 
rights organizations (Schimmelfennig 2018, 977). For example, the Meijers 
Committee and the European Council on Refugees and Exiles emphasized the 
inequality of the current Dublin regulation due to the first entry procedure and 
its neglection of the fundamental human rights. They pinpointed that the 
creation of the EBCG and its further practices should not create an irresponsible 
entity towards the fundamental human rights with an executive operational 
power and staff at the EU level (Fernandez-Rojo 2019). 
With reference to the social spill-over, the literature findings show that during 
the earlier periods of management of the Migration crisis, the attempts to 
redistribute the asylum-seekers were insufficient because the crisis’ 
politicization was penetrating the issue of national sovereignty within the 
absence of a transnational and liberal/cosmopolitan discourse and a common 
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understanding of the issue between the member states (Börzel and Risse 2018: 
88). Meanwhile, the European Commission’s entrepreneurship attempts played 
an important role in changing the quality of the communicative action between 
the governmental elites from bargaining to consensus during the medium-term 
management of the Schengen crisis. The Commission used the information from 
the EU agencies and supported the members of the Directed General of the 
Migration and Home Affairs to persuade national governments to take further 
integrative steps (Niemann and Speyer 2018, 32-37). 
Considering counter-vailing forces, the Migration crisis brought a strong level of 
politicization in the EU (members) on the issue of sovereignty and solidarity. 
Even though the legal traditions and state/society relations of the member states 
are crucial factors in understanding the positions of member states regarding 
migration-related issues, the geographic locations of the members were the key 
motive to drive the rise of sovereignty consciousness within the member states 
(Schimmelfennig 2018, 978). From the beginning of the Migration crisis, 
especially, the populist parties of Southern and Eastern Europe mobilized anti-
immigrant sentiments and exclusive collective identity definitions towards the 
issue of asylum seekers and refugees (Börzel and Risse 2018, 111). Nevertheless, 
cultivated spill-over, political spill-over and social spill-over pressures pushed 
the (dys)functional rationale of the earlier arrangements towards the need for 
more integration, while balancing the existing of strong counter-vailing forces in 
the medium-term with the manipulation of the national leaders via a 
deliberation process within the institutional structures of the EU. 
  
  
4.4. Structural Elaboration 
  
The medium-term institutional outcomes of the management of the 2015 
Migration crisis have enhanced the governance capacity at the EU level in 
certain fields of the Schengen area, which were under the exclusive competence 
of the member states prior to the crisis (Niemann and Speyer 2018, 27-29). In 
November 2019, the Council adopted a revised regulation on the EBCG (EU 
Regulation 2019). This regulation provided new developments to the EU level 
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governance capacity, especially in the fields of border management and 
migration-related issues. Firstly, the Frontex agency has been updated to the 
EBCG, which is a much stronger agency in terms of staff capacity and technical 
equipment. Secondly, the mandate of the EBCG has been extended to support 
member state activities on the border controls, return management, and 
cooperation with third countries. Thirdly, the European Border Surveillance 
system (EUROSUR), which coordinates and exchanges information among all 
the authorities responsible for external border surveillance, is now incorporated 
into the Frontex agency to improve the functionality of the latter. In terms of the 
inter-institutional dynamics, the European Parliament has been involved in the 
appointment process of the EBCG`s executive director, and the EBCG has 
compliance and accountability for the fundamental right protection during the 
conduct of its operations. In addition, the EBCG can now provide support for a 
particular member state to control borders in terms of identification and 
documentation. Considering the changing dynamics of the Schengen regime, it 
is worth mentioning that the member states are still the key actors in the 
management of the external borders and migration-related policies. 
Nevertheless, the steps taken have allowed the extension of the power and 
duties of the EU governance and agencies, in the fields, which were exclusively 
maintained by individual states prior to the Migration crisis (Niemann and 
Speyer 2018: 26-28). In this regard, the Schengen regime has been updated after 
the Migration crisis as a result of the unforeseen consequences of the earlier 
institutional arrangements and the entrepreneurship activities of its emergent 
properties. 
  
  
5. CONCLUSIVE REMARKS 
  
This research was conducted for several purposes which are, respectively, 
related to the theory-building and empirical investigation sides of the 
theorization of the European integration with special reference to the EU`s crises 
decade. Regarding the theory-building side, the recent developments in the 
inquiry of the explanatory approaches of the EIT are elaborated on with a critical 
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discussion in the light of the agent-structure debate, and the explanatory 
concepts of the Intergovernmentalist and Post-functionalist traditions are 
accommodated within a larger Neo-functionalist framework with the help of the 
Morphogenetic approach. This theoretical fusion was intended to capture 
different aspects of the broad and complex reality of the European integration 
dynamics and its politics in a pluralist sense. In the empirical section, the 
decision-making process of the post-crisis management period of the Schengen 
regime and its medium-term EU level governance and regulation outcomes 
were analysed with the revised Neo-functionalism, the latter informed by the 
three schools of thought within the spill-over and counter-vailing forces logics. 
The research also further specified the relationship dynamics between the 
different spill-over and counter-vailing forces logics through a temporal 
delamination to overcome the analytical deficiency of the revised Neo-
functionalism as it stands today.  
The research findings show that Neo-functionalism not only identifies and 
explains the main driving forces of the medium-term outcomes of the Schengen 
regime followed by the 2015 Migration crisis, but also demonstrates why short-
term solutions during its management were insufficient, and how the 
advancement of integration is conducted through various kinds of spill-over 
forces despite the existence of strong countervailing forces. In particular, the role 
of supranational and technical actors was critical to influence the governmental 
elites to reach consensual and integrative decision-making outcomes during the 
medium-term management of the Schengen regime. In this manner, the 
cultivated spill-over forces played a much more active role within the EU`s 
inter-institutional dynamics rather than what is expected/predicted by the New 
Intergovernmentalism and Post-functionalism. On this point, the findings of this 
research also highlight that the role of the quality of the communicative action 
within inter-institutional dynamics of the EU is a crucial factor to cultivate 
integrative pressures and its generative mechanisms require further 
investigation to study the role of entrepreneurship within the nexus of the EU 
Politics and agency.  
Finally, the results of this study encourage us to think about the inquiry of 
theorizing European Integration in a pragmatic sense, to move beyond the 
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limitations of the individual approaches and examine the European Integration 
within the wider area of the study of politics. In this context, the research 
suggests of the benefits of considering diverse “epistemological and 
methodological standpoints” (Rosamond 2007: 15) to study the complexity of 
European Integration and its politics. Current Neo-functionalists are aware that 
the approach cannot explain every aspect of European integration, but its 
disciplinary context allows to provide pragmatic theoretical investigations 
within the light of the recent pragmatic turn in both the social science studies 
and the management of the EU.  
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Abstract 
Over the last two decades, views regarding cyberspace and the usage of digital 
means by governments shifted from hopes of cyber-utopias to fears of cyber-
dystopias, fuelled by increasingly heavy limitations imposed on Internet 
freedoms and online privacy rights worldwide, a tightening grip of 
authoritarian regimes on cyberspace, disinformation campaigns, censorship, 
internet shutdowns, digitally-enabled mass surveillance both online and offline 
and so on. Thus, the discussion will be centred on Russia’s and China’s usage 
and export of digital authoritarianism, while also considering steps taken by 
liberal democracies to counter such actions, focusing on the role of the US and of 
the EU and its member-states. This paper will start with a literature review 
regarding digital authoritarianism and an exploration of how Russia and China 
are using and exporting it. States such as Russia and China are using digital 
means to bolster and expand their authoritarian regimes, while also exporting 
digital authoritarianism to other like-minded governments around the world, 
creating an unignorable challenge for liberal democracies and civil society 
groups everywhere. Finally, the paper will also address potential courses of 
action and policies that liberal democracies and international organisations can 
take for countering digital authoritarianism. For instance, they should promote 
an alternative model for digital governance and governance through digital 
means, starting by promoting digital liberties and privacy rights instead of 
trying to limit them for national security purposes (e.g., the case of encryption). 
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Thus, liberal democracies should respond to digital authoritarianism by further 
bolstering democracy.  

 
Keywords 
China; cyberspace; democracy; digital authoritarianism; Russia. 
 
 
1. INTRODUCTION 
 
The Internet, cyberspace and digital tools were firstly seen as means to enhance 
democracy and unite people all over the world, from marginalised people from 
democratic states to people living in autocracies. Cyber tools have been rather 
successfully used by social movements and protest movements in the 2000s and 
the early 2010s, as online messaging services and social media platforms 
facilitated the organisation and spread of the protests part of the Arab Spring or 
the Moldovan protests of 2009 (Feldstein 2019). However, the Internet and new 
digital tools proved to be double-edged swords, as the tide turned in favour of 
autocrats, who started exploiting digital tools in order to keep themselves in 
power and to reassert or maintain control over the people (Pytlak 2020). Thus, 
from the point of being used by citizens to uncover human rights abuses or to 
circumvent censorship, now digital tools are increasingly used by authoritarian 
governments to curtail human rights and consolidate public surveillance and 
censorship actions. Together with the growing trend of autocratization all over 
the world, democratic governments, civil society and academia need to closely 
study and monitor digital authoritarianism and to find ways of countering it 
and develop a democratic alternative to internet governance.  
Therefore, in this paper I shall discuss explore the current state of digital 
authoritarianism around the world, focusing on the Chinese and Russian 
models, and also on their export of digital authoritarian technologies and 
practices to other like-minded countries. Russia and China export digital 
authoritarian models, practices and technologies to authoritarian states, and 
even to illiberal and electoral democracies (Polyakova and Meserole 2019; 
Yayboke and Brannen 2020). However, the research will also look into some 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

41  Continuity and Change in European Governance 
 

examples of digital authoritarian practices used by liberal and electoral 
democracies in Europe and the United States. The US, United Kingdom and 
European Union member-states have their own digital authoritarian practices, 
albeit far less stringent and impactful than their Chinese and Russian 
counterparts. Western companies also export digital authoritarian tools to 
authoritarian states (e.g., Saudi Arabia) (Allen and La Lime 2021; Council on 
Foreign Relations 2022). In the end, the study of digital authoritarianism will be 
followed by a series of recommendations for countering digital authoritarian 
models and practices, as democracies need to find an alternative model of 
internet and technology governance in order to counter authoritarian models 
promoted by China or Russia. In order to do this, I shall consult relevant 
academic literature on this topic, as research looking into these areas is 
consistent and constantly developing. Moreover, the study will focus more on 
the digital authoritarian models for China and Russia and their efforts to export 
them abroad and less on controversial actions of liberal democracies in 
cyberspace. 
 
 
2. DIGITAL AUTHORITARIANISM, CYBERSPACE AND THE 
GLOBAL TREND OF AUTOCRATIZATION 
2.1. Digital authoritarianism – models, tools and practices 
 
New developments in digital technologies allow authoritarian and illiberal 
governments tools to easily monitor and track opponents, while also keeping 
down dissent or protests. Technological advances provide such regimes both a 
wider set of tools to quell dissent and also a reduction in the cost of repression. 
Thus, authoritarian governments use technological means to abuse human 
rights and protect their regime. (Dragu and Lupu 2021, 992-996) 
Instead of enabling activists and civil society to organise and bypass 
authoritarian controls in countries around the world, new technologies and 
digital tools have actually contributed more to allow governments to consolidate 
their authoritarian rule and control and enact widespread surveillance. Initially, 
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ICTs (Information and Communications Technology) and social media 
platforms (including messaging services) were used by citizens and civil society 
groups to organise and promote anti-government protests and keep leaders, 
authoritarian or not, in check (e.g. the cases of the Arab Spring and the 
Moldovan protests of 2009). However, such events were followed by various 
measures implemented by authorities to gain stricter control over the internet 
and social media. (Feldstein 2019; Pytlak 2020, 66-67) 
According to Freedom House (2021), the main countries rated as ‘not free’ 
regarding their internet controls are China, Russia, Iran, Cuba, Venezuela, 
Ethiopia, Belarus, Kazakhstan, Myanmar, Saudi Arabia, Thailand, Turkey, 
United Arab Emirates, Uzbekistan, Vietnam. The US, UK, EU, Japan, South 
Korea, Taiwan and Australia are part of the bloc of states that promote digital 
freedoms internationally, China, Iran, Russia and Saudi Arabia are part of the 
states that promote digital authoritarianism and a strict internet governance, 
whilst other countries such as Brazil, India and Indonesia are in the middle 
(Deibert 2015, 70; Knake 2020, 2). Furthermore, global internet freedom declined 
for the eleventh consecutive year in 2021, and Freedom House highlighted in 
2018 that digital authoritarianism had been already on the rise around the world 
(Shahbaz 2018; Freedom House 2021, 1). 
Digital authoritarianism is defined by Polyakova and Meserole (2019, 1) as the 
use of digital technology by authoritarian regimes to “surveil, repress, and 
manipulate domestic and foreign populations”. Digital authoritarianism, or 
tech-enabled authoritarianism, represents the use of technology by authoritarian 
governments to control and shape the behaviour of its citizens, using 
surveillance, censorship, manipulation and repression, in order to retain and 
expand control and power (Khalil 2020, 6). It is also defined by Yayboke and 
Brannen (2020, 2) as the usage of the Internet and digital technologies by 
governments (especially authoritarian ones) to increase social and political 
control and undermine civil liberties, curtailing the rights to privacy, freedom of 
speech or freedom of movement. 
Digital authoritarianism is consolidating in authoritarian states such as China, 
Russia, Iran and Saudi Arabia, but digital authoritarians are also exporting their 
models and tools to like-minded regimes. Moreover, tools and practices of 
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digital authoritarianism are also being used inside democratic countries, either 
by political parties or private companies (Yayboke and Brannen 2020, 2). The 
main threats for citizens emerging from authoritarian and illiberal practices in 
cyberspace are arbitrary surveillance, restricting the freedom of expression and 
the prevalence of secrecy and disinformation (Glasius and Michaelsen 2018, 
3796). Digital tools and the internet can be used to disrupt both democracies and 
dictatorships (Shahbaz 2018). 
In addition to this, an increasing number of states are using advanced artificial 
intelligence technology for surveillance tools in order to efficiently monitor and 
track their citizens, and a significant part of these states use such tools to curtail 
human rights, even if others may use it lawfully. In 2019, more than 40% of the 
world’s countries were using AI technologies for surveillance tools. More than 
50% of liberal democracies use AI surveillance systems, from facial recognition 
cameras to safe city platforms, but this does not imply that they are also abusing 
the systems. Furthermore, almost half of competitive autocratic states and 
illiberal democracies use AI surveillance technology and more than a third of 
closed authoritarian states, and these types of regimes are the most prone to 
abuse the systems. (Feldstein 2019, 1-2) 
Another tool of digital authoritarians is implementing partial or total internet 
shutdowns, with the former entailing only the blocking of specific websites or 
social media platforms. Such measures were used over the years in various 
countries all around the world, including Russia, Iran, Myanmar or Venezuela. 
For instance, Cuba’s internet shutdown during the 2021 anti-government 
protests lasted several days and it involved blocking access to communication 
and social media platforms such as Facebook or WhatsApp. (Newman 2021) 
Ron Deibert (2015) differentiates between three generations of information and 
internet controls and digital authoritarianism. First-generation controls are 
measures taken to raise borders in the global cyberspace and restrict citizens’ 
access to information from other countries, the most eloquent example being the 
Great Firewall of China (a system for filtering web information and URLs to 
control all internet traffic accessed from the country). The efficiency and 
stringency of the Great Firewall was more or less matched by few countries (e.g. 
Iran, Pakistan, Saudi Arabia and Vietnam), but Internet filtering became 
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widespread in most countries, even though in liberal democracies it was used 
mainly against websites perceived or accused to offer illegal content (e.g. digital 
piracy). According to Deibert, second-generation controls refer to a 
consolidation of information controls through laws and regulations and a 
stricter approach to private tech companies and network operators, including 
the requirement of providing backdoors to software and comply to surveillance 
and censorship requests. Furthermore, third-generation controls involve 
targeted espionage, surveillance and disruptions in cyberspace (e.g., 
cyberattacks, cyber espionage), their main element being that this kind of 
controls are offensive in nature, and not only defensive such as the first two. 
Consequently, in the 2010s a fourth generation emerged, as digital 
authoritarians adopted a more assertive position at the international level, 
promoting such measures worldwide. (Deibert 2015, 65-70) 
 
 
2.2. Cyberspace – less open and less global 
 
Cyberspace is a “complex socio-technical system”, consisting of interactions 
between humans and technology and interaction between humans facilitated by 
technology (Dunn Cavelty and Wenger 2022, 2). Consequently, cybersecurity is 
a “multifaceted set of practices designed to protect networks, computers, 
programs and data from attack, damage or unauthorised access” (Balzacq and 
Dunn Cavelty 2016, 183), encompassing policies, strategies and actions to 
protect networks, infrastructure and cyberspace. Despite the rise of various non-
state actors, from cybersecurity firms, big tech companies to hacking groups and 
so on, the state still maintains a central and key role in cyberspace, both as the 
owner of networks and as the main actor that must address and solve issues of 
cybersecurity (Dunn Cavelty and Egloff 2019, 48). 
Cyberspace, starting as a Western and Western-centric medium and set of 
technologies, is now more non-western than ever. Non-western countries and 
tech companies are becoming some of the most important players in cyberspace, 
especially Asian companies. Moreover, the majority of internet users are from 
Asian countries, taking into account China’s or India’s large populations. 
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Furthermore, China seems to be taking a leading role in the development and 
implementation of new technological advances, such as 5G and artificial 
intelligence. (Barrinha and Renard 2020, 756) 
 
 
2.3. A new wave of autocratization is undergoing 
 
According to the V-Dem Institute (2022), the global level of democracy in 2021 
reached 1989 levels, before the democratic revolutions in Central and Eastern 
Europe. Now, authoritarian regimes are increasing and encompass a total of 
70% of the world population and closed autocracies now number 30 countries 
with 26% of the world population, whilst the most common regime type is 
electoral autocracy (44% of the world population). Furthermore, 2021 set a 
negative record for the last 50 years as 33 countries are autocratizing and 20% of 
EU member-states are autocratizing. (V-Dem Institute 2022) 
V-Dem Institute (2022) differentiates between four different types of regimes: 
liberal democracies (full democracy), electoral democracies (hybrid regime 
tilting toward democracy), electoral autocracies (hybrid regime tilting toward 
authoritarian) and closed autocracies (full authoritarian). Most of China and 
Russia’s recipients of digital authoritarian tools and models are closed 
autocracies and electoral autocracies, even though a number of electoral 
democracies import such tools (such as Ecuador). 
The main type of authoritarian regime in the current world is the competitive 
authoritarian regime (or electoral autocracy), in which formal democratic 
institutions exist, but incumbents of power abuse and manipulate them against 
the opposition in order to maintain their rule. The regime is competitive because 
opposition parties exist and use democratic institutions to contest for power, but 
the competition is unfair and heavily balanced in favour of the incumbents. 
Furthermore, elections are held regularly and the opposition can organise and 
participate, even though it has little chance of actually winning. However, 
regimes where there are no real channels for opposition to contest legally for 
power are taken into account as full authoritarian regimes. Full authoritarian 
regimes include closed regimes where democratic institutions do not exist, such 
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as China, Cuba or Saudi Arabia and regimes where democratic instructions exist 
only formally and as a façade. (Levitsky and Way 2010, 5-7) 
Moreover, illiberal regimes are characterised by the implementation of 
institutional reforms that reduce that reduce the protection of minority and 
human rights, judicial independence, media independence and civil society. 
Furthermore, illiberal regimes are reasserting national sovereignty against 
multilateral instructions (e.g., against the EU). The main efforts of illiberal 
regimes have the goals to restrain judicial oversight, curtail political opposition, 
weaken independent media and demonize civil society groups. The main 
European examples of illiberal regimes over the last years are Hungary, Poland, 
Turkey and Serbia, but other European countries have experienced illiberal 
trends or inclinations, such as Czechia, Slovakia or Romania. (Polyakova et al. 
2019, 5-7) 
Conversely, liberal democracy’s main feature is the strive to secure individual 
freedom and protect society from the threat of majority tyranny, as they are 
governed by laws, hence the crucial role of the rule of law principle, ensuring 
that the government can also be held accountable (Hague and Harrop 2004, 39). 
Furthermore, according to Robert A. Dahl (1998, 37-38), there are five standards 
for a governing regime to be taken into account as democratic: effective 
participation, voting equality, enlightened understanding, control of the agenda 
and inclusion of all adults. 
 
 
3. TWO MAIN USERS AND EXPORTERS OF DIGITAL 
AUTHORITARIANISM: CHINA AND RUSSIA 
3.1. The Chinese model of digital authoritarianism – unescapable surveillance, 
censorship, big data, personal data and AI 
 
China is regarded by Freedom House as the worst abuser of internet freedom, 
whilst its government is supplying technology and software for facial 
recognition and data analytics tools to like-minded countries that have poor 
human rights records. China promotes and spreads its digital authoritarianism 
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over the world through providing trainings and seminars for governments, 
exporting tools for AI surveillance and building and installing telecom 
infrastructure (Shahbaz 2018). Furthermore, the emergency situation created by 
the COVID-19 pandemic allowed China to boast their use of digital tools to track 
and monitor their citizens, and also to expand the use of digital authoritarian 
means, using the need of preventing the spread of COVID-19 as a pretext (Khalil 
2020, 14). 
Moreover, China’s government-hackers intensified their cyber espionage 
operations after the Ministry of State Security gained a leading role in 2015. For 
instance, in 2021, the US, UK, EU, NATO and Japan accused Chinese 
government agencies of a series of significant and disruptive hacking 
campaigns, compromising thousands of public and private organisations 
around the world by exploiting a vulnerability in Microsoft’s Exchange Server 
software (Greenberg 2021). 
Since the enactment of the 2016 cybersecurity law, the Chinese government 
legally requires companies to facilitate data access and state control, such as 
increasing surveillance of their networks or censoring content and reducing 
online anonymity by requiring users to provide their real names for registration 
(Qiang 2019, 55). China’s largest tech companies work alongside the country’s 
government and intelligence agencies (Wang 2021). In this context, China’s 
internet traffic filtering system, the Great Firewall, blocks over 1.300 websites, 
including Google, Youtube, Facebook, Twitter or Wikipedia, while also heavily 
limiting the possibility of using virtual private networks (VPN) by individual 
users (Qiang 2019, 56). 
China’s video-surveillance network is the largest in the world, numbering more 
than 200 million cameras, many of them equipped with AI technologies for 
facial recognition, and Chinese tech companies Hikvision and Dahua control 
more than 40 percent of the global market of surveillance cameras. Moreover, 
the government also makes use of voice-recognition software and even DNA 
databases, comprised mostly with DNA samples from individuals with criminal 
convictions, alongside dissidents and members of the Uyghur ethnic community 
or migrant workers. Besides video surveillance and data collection, China is also 
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implementing the Social Credit System. (Qiang 2019, 56-59; Polyakova and 
Meserole 2019, 5; Khalil 2020, 10; Kovachich and Kolesnikov 2021) 
China’s law enforcement agencies collect a massive amount of data about people 
in order to monitor them. The Chinese government collects large amounts of 
data from its citizens, including online communication, health and education 
records, travel logs and biometric data. The data is then stored and analysed by 
AI systems. These actions are the most noticeable in the Xinjiang province, home 
to over 13 million Turkic Muslims (the Uyghurs). In Xinjiang, Chinese 
authorities use mandatory mobile apps, artificial intelligence, big data and even 
biometric collection to control the people of the Muslim minority. Uyghurs are 
frequently required by law-enforcement to have their DNA collected, eyes 
scanned and to install spyware apps on their phones to track all of their digital 
activity. In addition to this, video-surveillance has gone so ubiquitous in 
Xinjiang that authorities even use surveillance drones to cover areas that cannot 
be reached by cameras. (Wang 2021; Polyakova and Meserole 2019, 5; Khalil 
2020, 10) 
 
 
3.2. Chinese export of digital authoritarianism – all over the world, but mostly in 
Africa, South Asia and Latin America 
 
In 2015, China launched the Digital Silk Road, as part of the Belt and Road 
Initiative. Agreements and memorandums of understanding were signed with 
dozens of countries from Africa, South Asia, Latin America, Middle East or 
Eastern Europe, especially developing countries that need high-quality and 
inexpensive technology for expanding internet and wireless infrastructure. 
However, there are also some developed countries that signed agreements, such 
as South Korea, Hungary, Poland, Czechia, Estonia or the UK. Other states that 
participate in the Digital Silk Road are Pakistan, Myanmar, Kazakhstan, Turkey, 
Serbia, Ethiopia, Venezuela, Cuba, Peru, Ecuador or Zimbabwe. Nevertheless, 
China may use the Digital Silk Road to export its model of digital 
authoritarianism, even though this is not the main aim of the initiative. (Council 
on Foreign Relations 2022) 
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At the international level, besides the Shanghai Cooperation Organisation or UN 
discussions, Beijing is also promoting its digital authoritarian model and 
practices at an international level through annual meetings of the World Internet 
Conference held in Wuzhen, China. The conference brings together leaders of 
large tech companies (including Facebook, Amazon, Google, Apple, Alibaba and 
Tencent), members of research communities and world leaders, promoting both 
Internet sovereignty ideas and the Chinese tech industry. (McKune and Ahmed 
2018, 3845) 
China’s model of Internet sovereignty, where the state delimits and controls 
cyberspace within its borders, is inspiring illiberal and authoritarian 
governments around the world. Chinese technology is functional, affordable 
and offers similar features or levels of quality as its Western counterparts (Wang 
2021). Chinese companies such as Alibaba, TikTok, or Tencent’s WeChat have 
gone global and the first two are widely used all over the world, while WeChat 
is mainly used by the Chinese diaspora (Wang 2021). In addition to this, China’s 
Huawei and ZTE are the largest companies in the telecommunications sector 
worldwide and Tencent is a dominant social media platform and an increasingly 
large video game publisher (Knake 2020, 19). Some of the tech companies are 
owned directly by the Chinese state, but others are private companies heavily 
controlled by the authorities (Wang 2021). China exported surveillance 
technologies (especially camera systems, facial-recognition software and AI 
tools) to over 18 countries, such as Malaysia, Singapore, Ethiopia, Zimbabwe, 
Angola, UAE, Ecuador and Venezuela (Polyakova and Meserole 2019, 6). In 
addition to this, over 80 countries, most of them from Africa, Asia and Latin 
America, adopted Huawei’s safe city systems and other tools of surveillance 
technology supplied by Chinese-based companies (Khalil 2020, 26). 
For instance, China’s Huawei signed partnerships with Serbia to expand 
internet infrastructure and cooperate on smart cities projects, alongside opening 
a data storage site in the country. In addition to this, Huawei will also install 
surveillance cameras around the country, including in Belgrade, whilst Serbian 
opposition accused the government that the technology was used to monitor 
anti-government protests. Consequently, even though the EU remained the 
largest donor in Serbia, Chinese investment there is strengthening authoritarian 
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rule in the country in the face of reforms required for EU funding. (Council on 
Foreign Relations 2022; Brandt and Taussig 2019, 142) 
Furthermore, China is a major supplier and driver of AI surveillance 
technologies, as Chinese companies such as Huawei, Hikvision, Dahua and ZTE 
supply AI tools for surveillance purposes in more than 60 countries (Huawei 
supplies such tools to over 50 countries). However, AI surveillance technology is 
also supplied from companies based in liberal democracies. The largest non-
Chinese supplier of AI tools for surveillance is Japan-based NEC Corporation, 
supplying to over 14 countries. Furthermore, US-based companies (e.g. IBM, 
Palantir, Cisco) supply AI surveillance technology to over 32 countries, and 
there are also some firms in this sector in France, Germany and Israel. Most of 
the world’s countries that use AI surveillance tools us a mix of Chinese and US 
technology, including Russia, Germany, France, Spain, Romania, Turkey, China 
or US. However, according to 2019 data, several countries rely only on Chinese 
technology, such as Serbia, Italy, Argentina, Chile, Venezuela or the 
Netherlands, for instance. (Feldstein 2019, 2-3) 
 
 
3.3. The Russian model of digital authoritarianism – surveillance, web filtering, 
censorship and legal threats 
 
Russia’s digital authoritarianism is less stringent than China’s, one of the main 
dissimilarities being that Russian internet had originally developed in line with 
the Western model. Moscow started adopting a more authoritarian approach to 
internet governance especially after the 2011-2012 protests. The Russian model 
of digital authoritarianism stands as a lower-tech and less-expensive alternative 
to the Chinese one. The Russian model is characterised by highly restrictive laws 
on public expression and speech, state capture and corporate capture of ISPs 
(internet service providers), state manipulation of the market and internet 
filtering. The Russian model of Internet filtering is less draconian from a 
technical point of view, but similar when it comes to intimidation, fear of 
prosecution or fines and self-censorship. However, Russia constructed its own 
technology for internet surveillance, known as SORM (System for Operative 
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Investigative Activities), or the SORM network, storing and intercepting all 
Internet traffic inside the country, which is analysed or investigated by the 
Federal Security Service (FSB). (Morgus 2019, 89-91; Kerr 2018, 3821; Polyakova 
and Meserole 2019, 8; Kovachich and Kolesnikov 2021) 
For digital surveillance, Russia relies on both Chinese and Western technologies, 
and Russia is actually a receiver of China’s export of digital authoritarian tools 
and policies, their strong partnership in this regard starting as early as 2015. 
However, Moscow’s digital infrastructure for its smart city surveillance system 
was provided by Western tech companies such as Cisco, Dell or HP. (Kirilova 
2021; Kovachich and Kolesnikov 2021). Moscow and Beijing view their 
dependence on US or European technology as a significant vulnerability, but 
Moscow will encounter serious difficulties to replace Western technology in 
critical areas, especially compared to China’s ability to do so (Kovachich and 
Kolesnikov 2021).  
Russia and China also have different perceptions and strategies towards Europe 
and the EU. Russia views European democracy, security and prosperity as 
threats to its authoritarian regime, and so it makes efforts to undermine them 
and to destabilize countries. In contrast, China prefers a stable Europe with 
which it can freely trade, but a divided Europe that would trade on Beijing’s 
terms. However, both countries have used information operations (including 
disinformation campaigns) and cyber operations (including cyberattacks and 
cyber espionage) against European states (Brandt and Taussig 2019, 133-140). 
Moreover, Russia uses its own technology in sensitive areas for defence and 
national security, leaving out both Western and Chinese providers. For instance, 
Russia was far from eager to use Chinese equipment for the construction of 
Russian 5G infrastructure, opting for using only Russian telecommunications 
companies’ equipment, the main concern being that Chinese telecoms 
companies might leave backdoors into Russian networks which Beijing could 
use for spying. (Kovachich and Kolesnikov 2021) 
Nevertheless, international sanctions imposed against Russia by the US, UK or 
EU after Russia’s renewed invasion of Ukraine in 2022 will hamper Russia’s 
plans in this area, as sanctions against technology companies and export bans of 
US technology will weaken Russia’s digital authoritarianism and it will likely 
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make it more dependent on Chinese technology (Rappeport 2022). As a result, 
Russian telecom companies were cut off from acquiring new equipment and 
services from Cisco, Nokia or Ericsson and even Taiwan, home to the world’s 
largest maker of semiconductors, halted deliveries (Satariano and Hopkins 
2022). 
Furthermore, after the renewed Russian invasion of Ukraine started on 24 
February 2022, Russia started to cut itself from the global or Western internet, 
whilst US or European companies began suspending their operations in Russia. 
Western tech companies such as Apple, Samsung, Microsoft, Oracle or Cisco 
fully or partially pulled back from Russia, Netflix and Spotify suspended their 
services and Twitter, Facebook, Instagram and Youtube or partially or fully 
blocked. In addition to this online isolation, Russia strongly tightened the 
control of the internet and significantly increased the level of online censorship, 
especially regarding events or information regarding its war against Ukraine. 
(Satariano and Hopkins 2022) 
However, international backlash caused by Russia’s war against Ukraine and 
the need to quell domestic dissent against the invasion were only incentives to 
intensify ongoing processes of tightening control over cyberspace. In 2021, the 
Kremlin was already backing laws for expanding online censorship and also 
allowing Russian intelligence services to break encryption of online messages 
and even to require companies and software developers to provide law 
enforcement agencies full access to encrypted information (Kirilova 2021). 
Furthermore, similar to China’s Great Firewall, Russia was also testing its Runet, 
a closed ‘sovereign’ internet that would cut off traffic from other states, helped 
by China’s providing of know-how in this area (Knake 2020, 4). 
 
 
3.4. Russian export of digital authoritarianism – cheaper and low-tech 
alternative to the Chinese model 
 
The Russian model of digital authoritarianism is mainly appealing to countries 
from the area of the former Soviet Union, mainly because most of them have 
similar legal frameworks to Russia. Thus, Russia predominantly exports digital 
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authoritarian tools in its near abroad, exporting SORM-like systems to Belarus, 
Kazakhstan, Kyrgyzstan and Uzbekistan through two Russian companies, Protei 
and Peter-Service. However, the two companies also have clients in other parts 
of the world, such as the Middle East and North Africa (Bahrain, Iraq, Qatar, 
Tunisia or Yemen) and Latin America (Cuba, Mexico and Venezuela). Russia’s 
model of digital authoritarianism offers a low-tech and low-cost alternative to 
the Chinese model. Even though the main receivers of Russian digital 
authoritarian tools have been countries of Russia’s near abroad (former Soviet 
states), its technology has also been exported to the global south.  (Morgus 2019, 
92-95; Kerr 2018, 3821-3823; Polyakova and Meserole 2019, 7-8) 
Moreover, the Collective Security Treaty Organisation (CSTO) and the Shanghai 
Cooperation Organisation (SCO) are used by Russia (and China, in the case of 
SCO) to facilitate regional coordination and internationally promote digital 
authoritarianism and a unified approach to control of the Internet and of 
information. (Kerr 2018, 3825; McKune and Ahmed 2018, 3845) 
China and Russia are also promoting their views and models of internet 
governance and digital authoritarianism at the level of the UN (Knake 2020, 5). 
 
 
4. DIGITAL AUTHORITARIAN PRACTICES IN 
DEMOCRACIES AND DEMOCRATIC ALTERNATIVES TO 
DIGITAL AUTHORITARIANISM 
4.1. Digital authoritarian practices in the US, UK and EU member-states 
 
Mass surveillance is not a practice specific to authoritarian states such as China 
or Russia, as large US or Western tech companies have adopted a surveillance-
based business model, gathering people’s data in exchange for free services. 
Moreover, the US, UK, Australia, Canada and New Zealand, part of the Five 
Eyes intelligence coalition, is seeking to undermine encryption by pressuring 
software developers and companies to provide governments backdoor access to 
encrypted communications. For instance, government ministers of the Five Eyes 
alliance called on companies to provide backdoors to encrypted content, 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

54  Continuity and Change in European Governance 
 

otherwise intelligence agencies could make attempts to break their systems of 
encryption. (Wang 2021; Shahbaz 2018) 
Intelligence services exploit vulnerabilities and security gaps in common 
operating systems and software, ensuring much-needed backdoors inside 
networks that can enable access for deploying disruptive actions, surveillance or 
espionage. However, vulnerabilities found or directly created by intelligence 
services in software and networks reduce the level of security for everyone, as 
the backdoors can be exploited by other state and non-state actors for malicious 
purposes. Thus, no matter the purpose of the government that created or 
exploited security gaps in parts of cyberspace, such actions affect the security of 
every user, including the state which created the vulnerabilities. Nevertheless, 
intelligence services are making cyberspace more insecure directly and 
indirectly, in order to gain access to more data, even if the purpose may be 
preparing for potential conflicts. (Dunn Cavelty and Egloff 2019, 47; Dunn 
Cavelty 2014, 710) 
Furthermore, there was also the recent case of the Pegasus spyware scandal, 
uncovered by human rights groups and media. The Pegasus spyware, a type of 
malicious software (malware) used to spy individuals or organisations online, 
was uncovered by an investigation done by several organisations, such as 
Amnesty International, and published by a consortium of media organisations. 
The spyware was developed by the NSO Group, an Israeli-based surveillance 
company, and according to a data leak published in 2021, it was used to target 
human rights activists, journalists, business executives, academics, government 
officials (including presidents and prime ministers) and opposition politicians 
by authoritarian and illiberal government around the world. The malware, 
which the Israeli company said its scope was to be used against terrorists or 
criminals, infects mobile devices (running either Google’s Android or Apple’s 
iOS operating systems), allowing the extraction of messages, email and photos, 
whilst it can also be used to activate microphones or record calls. At least 10 
governments used NSO tools, including Azerbaijan, Kazakhstan, Mexico, 
Morocco, Saudi Arabia, Hungary or India, targeting individuals from over 45 
countries, including France, Spain, the UK or Turkey. (Kirchgaessner et al. 2021) 
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Furthermore, more than a dozen world leaders were targeted using Pegasus and 
the majority of them were government officials of African states, including the 
presidents of South Africa and Morocco and prime-ministers of Egypt or 
Algeria. However, Israeli-based NSO Group is not the only major player in the 
industry of digital surveillance in Africa, where China’s Huawei has a great role 
and even Western companies such as French-based firm Amesys, UK-based 
Gamma Group or Italy-based group Hacking Team. Nonetheless, Western tech 
companies also exported their services for surveillance or espionage, including 
US-based Gatekeeper Systems, which sold facial recognition technologies to 
Saudi Arabia and other authoritarian states. (Allen and La Lime 2021; Council 
on Foreign Relations 2022) 
In addition to this, even EU member-states used the spyware. Hungary’s 
government used Israeli-made Pegasus spyware against independent journalists 
and opposition politicians, and the same spyware was also used by Poland 
(Walker 2021; Chapman 2022). This shows that threats do not come exclusively 
from Chinese or Russian technology, as even digital tools created and exported 
from democracies can be used maliciously or in an authoritarian way. Thus, the 
export of digital authoritarianism can be regarded as more about the spread and 
implementation of a model and not exclusively of technology or software. 
Other instances of illiberal or authoritarian practices in cyberspace used by or 
inside democracies are the cases of Cambridge Analytica (which emphasised the 
dangers of exploiting big data for political goals) and the leaks and claims made 
public by American whistleblower Edward Snowden regarding the US 
intelligence agency NSA (National Security Agency), which highlighted the 
sometimes negative role played by intelligence agencies in cyberspace (Glasius 
and Michaelsen 2018, 3806-3808). Thus, the governments’ and companies’ 
collection and usage of big data for various political or market purposes can be 
characterised as a form of capitalist accumulation, which Shoshana Zuboff 
described as ‘surveillance capitalism’ (2015, 75). 
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4.2. Democracies’ search for a democratic model of internet governance – EU’s 
model of digital sovereignty focused on privacy 
 
The European Union’s model of internet governance represents a ‘third way’ 
between China’s model of digital authoritarianism and US’s model of 
unrestricted free markets and freedom of speech (Freedom House 2021, 15). 
EU’s model of technological sovereignty entails preserving European autonomy 
and leadership in crucial technological sectors in order to avoid dependencies 
(Csernatoni 2021). For the EU, the notion of digital sovereignty mainly refers to 
the need of protecting users’ privacy and personal data. Digital sovereignty 
entails that the EU should build a strong, innovative and secure technology 
sector, preserving the EU and its member states to keep a central role in 
cyberspace and still be regulators and legislators, or ‘rule-makers’ (Burwell and 
Propp 2020, 5-6). Accordingly, in its 2020 cybersecurity strategy, the European 
Union sets the goal of working with international partners to promote globally a 
model of cyberspace based on the respect of human rights, democratic values, 
fundamental freedoms and the rule of law, keeping cyberspace global, secure, 
stable and open (European Commission 2020, 19). 
EU institutions are working on promoting or preserving Europe’s role in key 
areas such as cybersecurity, quantum technology or artificial intelligence. For 
instance, in October 2020 the European Union enacted regulation on screening 
foreign direct investments, after fears of security threats stemming from foreign 
states providing 5G equipment through state-controlled companies (such as 
China and Huawei), an action that could enable interference of foreign states 
inside EU networks and communications. Thus, the European Commission has 
called on member states to exclude high-risk vendors from sensitive or critical 
parts of their 5G networks, including core networks that manage data traffic. In 
addition to this, the European Union is also targeting practices of large US-based 
tech companies with its focus on protecting user privacy and requirements for 
moderating online content. (Csernatoni 2021; Burwell and Propp 2020, 3-7; 
Knake 2020, 1) 
Furthermore, EU’s General Data Protection Regulation (GDPR), implemented 
during 2018, can become a good practices example for privacy regulations 
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worldwide, especially in democracies. GDPR sets forth significant mechanisms 
through which citizens gain rights over their online data. Another significant 
aspect of the regulation is that GDPR is extraterritorial, and so it applies to any 
business or country holding data of European citizens at a global level. (Knake 
2020, 4) 
 
 
4.3. Countering digital authoritarianism by promoting a model of techno-
democracy 
 
Digital authoritarian practices are spreading in both autocracies and 
democracies, along with the global trend of autocratization. China and Russia 
are solidifying their domestic digital authoritarian rule, whilst also exporting 
digital authoritarian models, practices and technologies to authoritarian states, 
and even to illiberal and electoral democracies (Polyakova and Meserole 2019). 
However, China’s model and digital tools are spreading faster and farther than 
Russia’s, along with the rapid increase of its tech industry. Furthermore, as 
autocratization trends all over the world (V-Dem Institute 2022), even in Europe, 
democracies need to concentrate their efforts to counter digital authoritarianism, 
including their own practices. ‘Softer’ digital authoritarian practices in 
democracies can be used as justifications for their own digital authoritarian 
models, even though surveillance is not exclusively an abuse of digital 
technologies. 
Thus, there is a serious need of developing an alternative, democratic model of 
internet governance and approach to cyberspace and digital technologies that 
should counter digital authoritarianism. A democratic model of internet 
governance should firstly protect both offline and online freedoms, freedom of 
speech and the right to privacy. Consequently, democracies should implement 
measures and regulations that promote the internet’s egalitarian nature and 
emancipatory potential, protecting the freedom of expression online, sharing 
information across borders and holding leadership to account (Freedom House 
2021, 1). Democracies should promote and defend internet freedom, digital 
rights and human rights and also enact and enforce significant data privacy 
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legislation (Freedom House 2021, 25-27). In addition to this, they should ensure 
that measures implemented to protect cybersecurity and national security 
maintain and do not restrict internet freedom and human rights, offering digital 
authoritarian models a democratic alternative (Yayboke and Brannen 2020, 8). 
Another important aspect of a democratic alternative to digital authoritarianism 
is respecting and promoting the right to encryption (both of communications 
and personal data) and also increasing the amount of encrypted data in 
cyberspace. Moreover, governments and intelligence agencies should work on 
finding an alternative to the idea of using pre-installed backdoors in software or 
networks. Freedom of speech and the right to privacy, including the right to 
data and communication encryption should be seen as beneficial to 
cybersecurity, as less encrypted data could lead to reduced cyber espionage and 
cybercrime (Dunn Cavelty 2014, 711). Thus, democracies should protect and 
promote the protection data and communications encryption, focusing on the 
protection of digital rights everywhere in the world (Freedom House 2021, 25; 
Yayboke and Brannen 2020, 8). Moreover, liberal democracies should make 
efforts to ensure the security of cyberspace, and this also means that 
governments must limit some actions of their intelligence agencies, such as 
efforts to create and exploit vulnerabilities and security gaps in software and 
networks (Dunn Cavelty 2014, 711). 
In order to contain the spread and usage of digital authoritarianism, a coalition 
of democracies should work together to impose sanctions against states that use 
digital authoritarianism, that export it and on companies that export such tools, 
especially if they export them to authoritarian countries, so countries that will 
abuse them and use them to curtail human rights. Furthermore, democracies 
should promote a global and open cyberspace, transparency, clear laws and 
regulations which should also prevent abuses of digital tools, monitor and 
regulate the extensive collection and use of personal data and of surveillance 
tools. The US, UK, EU and other democracies (e.g., Japan, Australia) should 
sanction regimes using and exporting digital authoritarianism and companies 
that supply such tools, tighten export controls on technologies related to this 
sector, whilst making efforts to develop a democratic model of digital 
governance as an alternative to digital authoritarianism (Polyakova and 
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Meserole 2019, 11). Liberal democracies should also tighten import and export 
controls and impose sanctions on tech companies that enable human rights 
abuses (Shahbaz 2018; Knake 2020, 14). Sanctions should be applied not only to 
Russian or Chinese companies that supply digital authoritarian tools, but also to 
companies based in the US, Europe, Israel or elsewhere that provide and sell 
surveillance technologies to authoritarian regimes (Polyakova and Meserole 
2019, 11). 
In addition to this, democracies should also regulate the usage of surveillance 
systems and the collection of personal data and information by government 
agencies, whilst also restricting the export of such technologies to abusers of 
digital tools and authoritarian regimes (Freedom House 2021, 25). The US must 
first work on reforming its own surveillance and data-gathering practices 
(countered even by allies such as the EU) and on protecting its citizens’ online 
privacy in order to showcase an alternative model to digital authoritarianism, a 
model that should protect privacy, promote civic participation and meet human 
rights standards (Wang 2021). At the same time, the United States and its allies 
should make efforts to establish and promote global standards for countries and 
tech companies that respect human rights and internet freedoms (Wang 2021). 
Finally, these efforts should also include raising public awareness and aiding 
citizens of digital authoritarian countries, as for instance democratic 
governments, civil society networks and/or private companies could work on 
facilitating Internet and information access to people living in autocracies (e.g., 
promoting and enabling the use of virtual private networks, encrypted and safe 
communications or developing digital tools to protect online privacy). 
 
 
5. CONCLUSIONS 
 
As new technologies continue to be developed and as more and more people, 
businesses and public institutions are dependent on digital tools and the 
Internet, digital authoritarianism will only get more powerful and will only 
spread even farther and further if left unchecked. Even though China and 
Russia are the main abusers of digital technologies and the main exporters of 
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digital authoritarian tools, similar practices are increasingly common in 
democracies, even though democracies are more transparent in their actions and 
citizens can hold leadership accountable for abuses (Wang 2021; Shahbaz 2018). 
However, if liberal and electoral democracies continue to adopt domestic or 
imported models of digital authoritarianism, the threshold for what counts as 
abuses of digital tools will lower significantly for digital authoritarians, at the 
cost of consolidating autocracies around the world and contributing to the 
curtailing of human rights. Digital authoritarians threaten democracies by 
exporting their practices and also by getting into an offensive, using 
cyberattacks and information operations against democracies in order to weaken 
their rule (Deibert 2015; Brandt and Taussig 2019), all the more reason to 
accelerate the development of an alternative. Furthermore, the new challenges 
spurred by the ongoing pandemic period were exploited by governments to 
embolden and condone various digital authoritarian practices in both 
democracies and autocracies, such as individual tracking, increased surveillance 
or information control (Khalil 2020). 
Thus, democracies should strive to both keep their own actions in cyberspace in 
check and scrutinise the actions of digital authoritarians, even by promoting 
models of democratic governance of the internet or by sanctioning states and 
private companies that engage in the usage and export of digital 
authoritarianism. Furthermore, the United States, United Kingdom and the 
European Union should lead the way of promoting an alternative model to 
digital authoritarianism, or even alternative models, such as EU’s idea of ‘digital 
sovereignty’. 
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Abstract   
The article assesses the incidence of regional policy on overcoming the crisis 
phenomena of territorial development in Ukraine. The evolution of regulatory 
and legal approaches to revitalization of degraded territories before Russian 
full-scale invasion of Ukraine (2022) are examined for compliance with 
sustainable development concept. The methodology for identification of 
depressed territories and the development of state programs to overcome their 
depressed condition, legally regulated but as yet unimplemented, are discussed. 
It was found that due to the adoption of a number of laws and the State Strategy 
for Regional Development for the period of 2021-2027, there has been a move 
from declaring depressed territories to be policy targets, which de facto were 
deprived of state support. Attention is focused on the transition to a territorially-
oriented state policy of regional development based on the identification of low-
capacity areas, and application of special mechanisms and tools of state support. 
Among the measures of state regional policy in this field, the state support for 
potential centres of economic growth and integrated projects of developing 
territories with special developmental challenges is becoming increasingly 
important. Ways to improve the regulatory and legal framework for the revival 
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of degraded territories in Ukraine are considered separately. The strategic 
priorities of the regional policy of territorial development are analysed for their 
compliance with the Sustainable Development Goals, which are the basic 
guidelines for the revitalization of territories. It has been established that 
measures to overcome the crisis phenomena of territorial development, 
contained in the existing regional strategies, are mostly piecemeal. At the 
regional level, the policy of revitalization of territories is characterized by the 
presence of single integrated projects, aimed mostly at the recovery of neglected 
infrastructure facilities. The experience of integrated planning of territorial 
development testifies to the attempts to balance spatial, economic, social and 
environmental goals when forming regional policies. In summation, the 
prospects for the development of the policy of revitalization of degraded 
territories with the existing legal regulation are substantiated; conditions, under 
which the appropriate regulatory and legal framework will contribute to 
overcoming the threats of territorial decline in Ukraine, are outlined. 
 
Keywords   
Degraded territory; revitalization of degraded territories; urban policy; Ukraine.  
  
 

1. INTRODUCTION AND METHODOLOGY 
  
The subject of ensuring sustainable development of all without exception 
territories requires proper state intervention. Since the late nineties of the last 
century, Ukraine attempts to focus its state regional policies on the problems of 
individual territories. In fact, the disproportions of regional development due to 
the general degradation (economic, social, spatial, and environmental) 
experienced by cities and communities are deepening. Thus, the state policies 
have got to develop measures for overcoming the depressiveness of territories, 
which is coming to be considered primarily on the subregional level. The 
approved legislative standards and strategic provisions focused on policies 
regarding territories with socio-economic problems of a local character. In 
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accordance with the approved methodology, the state programs should have 
been developed throughout the depressed industrial or rural areas, and 
settlements affected by economic restructuring. They had to provide measures 
and funding for a gradual pulling these areas out of the crisis. However, in 
practice, public stimulation of the revival of depressed areas has not led to 
qualitative changes. Designing and funding for overcoming the depressiveness 
of territories were insufficient (Shults et. al. 2018). This necessitated a revision of 
the state regional policy in Ukraine. 
The Ukrainian regions and cities themselves did not stand by the process of 
searching for ways to revitalize their degraded territories. Traditional 
approaches, in particular construction and repair of budget sphere facilities, 
proved to be unable to overcome crisis phenomena in a systematic manner. And 
thus, the strategic goals of regional development found a guideline – sustainable 
development of territories. Its realization requires that social, economic, and 
environmental interests are balanced in the course of revitalizing territories. On 
the other hand, a degraded territory’s ability to recover is determined by its local 
potential: there are abandoned infrastructure objects (architectural monuments, 
industrial zones, parks, public spaces, etc.), but also human and managerial 
capacities for generating and embodying ideas. This is how the policies of urban 
revitalization in Ukraine emerge, initiating the relevant local projects. 
The article aims to explore the evolution of the regulatory and legal framework 
for the revitalization of degraded territories in Ukraine. In order to achieve this 
goal, the following tasks are formulated: to establish state mechanisms for 
overcoming the depressiveness of territories at different stages of state 
formation; to define the change in approaches to the state regional policy 
regarding the support of low-capacity territories; to analyse regional and urban 
development strategies as to their orientation towards achievement of 
Sustainable Development Goals and revitalization of territories. Finally, it is 
necessary to answer the question whether the experience and the regulatory and 
legal framework developed at different levels of the Ukrainian public 
administration allow predicting the progress of city revitalization policy in the 
near future, as well as the conditions under which it can take place. Taking into 
account the successful global experience of city revitalization, substantiation of 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

70  Continuity and Change in European Governance 
 

these fundamental issues is important for public administration at the current 
stage. 
The study combines the qualitative and quantitative methods of document 
analysis. The basic research method is content analysis which analyses the 
enshrining of provisions on depressed territories, sustainable development, and 
revitalization of cities (restoration, revival of degraded territories) in the 
regulatory documents of Ukraine. These include: The Concept of state regional 
policy (2001); Laws: “On Stimulating Regional Development” (2005), “On 
Fundamentals of State Regional Policy” (2015); Draft Law “On the Peculiarities 
of Stimulating Regional Development” (2021); state strategies for regional 
development in different periods, and the actual regional development 
strategies (MinRegion 2020). 
The research envisaged a semantic analysis of the content of the key regulatory 
and legal acts in the field of the state regional policy of Ukraine regarding the 
principles of overcoming the depressiveness of territories, taking into account 
the evolution of their approval. Regional development strategies were analysed 
to better understand planning the Sustainable Development Goals and the 
measures for revitalization of degraded urban areas. Therefore, using 
comparative analysis, extrapolation and abstract-logical methods, the findings of 
the research are generalized, and conclusions are formulated as to the state of 
the regulatory and legal framework for revitalizing degraded territories in 
Ukraine. 
  
  
2. ATTEMPTS TO OVERCOME THE DEPRESSIVENESS OF 
TERRITORIES IN UKRAINE 
 
At the beginning of the 21st century, the President of Ukraine approved the 
Concept of State Regional Policy (Decree 2001). Stimulation of the development 
of regions or their parts, where indicators of economic development and social 
protection of citizens, established by law, were significantly lower than the 
corresponding average indicators across the country (depressed territories), was 
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determined as one of the areas of activity to improve the then state of regional 
governance. It was planned to achieve the above-mentioned by introducing 
special mechanisms of budget, tax, price, monetary, innovation and investment 
policy relating to depressed territories. They had to aim at stimulation of a more 
efficient use of the territories’ natural, economic, scientific, and labour resources. 
It needed to create the most favourable economic, legal and institutional 
conditions to speed up the acceleration of socio-economic development, 
overcoming territorial depressiveness. At the same time, the status of a 
depressed territory and the forms of state support for the development of such 
territories were to be determined by law on the basis of a comprehensive 
scientifically substantiated assessment of their economic, financial, ecological, 
and social status. 
In accordance with the aforementioned Concept, at the first stage (2001-2003), it 
was envisaged to improve the legislation on regional policies, including state 
incentives for depressed territories development. The central executive body in 
charge of regional policy and support for local self-government had to be 
established. 
In practice, the execution of this Decree was carried out quite slowly and 
practically did not correspond to the timeframe set by the Concept (Natalenko 
2021). The formulation of legislation in the field of state regional policy was 
started belatedly in 2005 with the adoption of the Law “On Stimulating Regional 
Development”, the Ministry of Regional Development and Construction of 
Ukraine was established in 2007; the while the framework Law “On the 
Fundamentals of State Regional Policy” was adopted only in 2015. 
The Law of Ukraine dated September 8, 2005 No. 2850-IV “On Stimulating 
Regional Development” (2005) determined the legal, economic and 
organizational principles of implementing the state regional policy, to provide 
incentives for the development of regions and overcome the depression of 
territories. First of all, it defined the term ‘depressive territory’ as a region or 
part of it (an area or settlement) recognized as depressed under conditions and 
in accordance with the procedure specified by this Law. According to the Law, 
the depressed status is provided to a territory with the aim to create legal, 
economic and organizational basis for public authorities and local self-
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government bodies to use special measures stimulating the development of such 
territories (Article 6). The Law divides depressed territories into the following 
groups: a region; an industrial district; a rural district; a city of regional, or 
republican (in the Autonomous Republic of Crimea) significance (Article 6). In 
this case, a territory may be recognized as depressed, if the socio-economic 
indicators of its development correspond to all the conditions established for its 
group (Article 9), namely: 
1) The region where, over the past five years, the average volume of gross 
regional product (before 2004 – volume of gross added value) per person was 
the lowest; 
2) The industrial district, in which, over the past three years, the registered 
unemployment rate and the share of the population employed in industry were 
significantly higher, while the volume of sold industrial production (works, 
services) per person and average monthly wages were significantly lower than 
the relevant average development indicators for the territories of this group; 
3) The rural district where, over the past three years, the density of rural 
population, the coefficient of natural population growth, average monthly 
wages and the volume of sold agricultural products (works, services) per person 
were significantly lower, while the share of farm workers is significantly higher 
than the relevant average development rates for territories of this group; 
4) The city of regional or republican (in the Autonomous Republic of Crimea) 
significance, in which over the past three years, the rate of registered 
unemployment, in particular long-term, is much higher, and the average 
monthly wage level is much lower than the corresponding average rates 
development for the territories of this group; 
5) The settlement, in the territory of which coal mines and coal refineries have 
been liquidated since 1996, but the measures, envisaged by the liquidation 
projects to resolve socio-economic and environmental issues were not 
implemented in full. 
The Cabinet of Ministers of Ukraine, based on the monitoring of the relevant 
indicators of the development of regions, districts and cities of the regional or 
republican (in the Autonomous Republic of Crimea) significance, is authorized 
to identify territories to be given the depressed status, and to establish their 
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boundaries; to determine the term, for which a territory is given the depressed 
status; to set out state incentive for territorial development in order to overcome 
the depressiveness,  their forms and conditions of use; the ratio of state, regional 
and other kinds of financial resources allocated to specific measures, etc. (Law 
2005). 
The Programme for overcoming the depressiveness of territories was to be the 
main tool of depressed territories’ revitalization. The central executive body 
responsible for state regional policy was to develop the Programme by getting 
other central executive authorities, local executive authorities, and local 
governments involved in that process. Yet, unfortunately, this tool was not used. 
During the years of implementation of the Law of Ukraine “On Stimulating 
Regional Development”, four cities (Tokmak, Zaporizhzhia region; Novyi 
Rozdil, Lviv region; Izium, Kharkiv region; and Pervomaisk, Kharkiv region) 
received the status of a depressed territory (Resolution 2011). However, no 
program for addressing the depressiveness of these and other territories has 
ever been adopted (Explanatory note 2021). 
The depressed territories were also mentioned in the State Strategy for Regional 
Development for the period up to 2020, approved by the Resolution of the 
Cabinet of Ministers of Ukraine of 6 August, 2014 No. 385. It was determined 
that a vehicle for implementing the Strategy is the creation of the state programs 
addressing the depressiveness of individual territories. In order to reconcile 
these programs with regional development strategies and their implementation 
plans, it was planned to amend the legislation by extending the list of indicators 
that characterize the state of depressiveness (to include indicators characterizing 
local population’s social situation) (Resolution 2014). Yet, the list of relevant 
indicators was not identified during legislative work. Partial solutions to one or 
another problem of regional policy were continuously proposed without 
coordination and formation of a holistic view of the development of territories 
(Kuibida 2017, 13). 
Therefore, due to the absence of systematic measures regarding the alleviation 
of depressiveness, and inadequate substantiation of the criteria for assigning 
territories the depressed status, the state regional policy was declarative and did 
not have a real impact on the revitalization of territories. 
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3. CHANGING APPROACHES TO STATE REGIONAL POLICY   
 
An important step towards the further formation of state regional policy in 
Ukraine was the adoption of the Law of Ukraine dated 5 February, 2015, No. 
156-VIII “On the Fundamentals of State Regional Policy” (2015), which defined 
the main legal, economic, social, environmental, humanitarian and 
organizational principles of the state regional policies as an integral part of 
Ukraine's internal policy. Being a framework law, it outlined possible targets of 
state regional policy: the territory of regions, macro-regions, and micro-regions 
(Article 4). In particular, the macro-region is part of the territory of Ukraine 
comprising several regions or parts thereof, united by common features deriving 
from common developmental challenges, within which development programs 
intended specifically for this territory are implemented. Whereas the micro-
region is part of the territory of a region, characterized by territorial integrity 
and certain developmental features, within which regional development projects 
intended specifically for this territory are implemented. Thus, the subjects of 
state regional policy were enabled to single out certain territories of various 
sizes in order to exert a targeted public-administrative impact. 
Along with that, one of the state regional policy priorities (Article 6) was defined 
to be the identification of problematic territories within the regions and 
implementation of state actions to address their problems. The Law established 
the basis of a new territorially-oriented state regional policy, which provides for 
both extension of the general policy rules to all regions, and identification of 
territories, to which special approaches may be applied when solving their 
problems and supporting their development (Tkachuk 2021). 
Improvement of the approaches to forming and implementing the state regional 
policy of Ukraine was presented in the State Strategy of Regional Development 
for the period of 2021-2027, approved by the Resolution of the Cabinet of 
Ministers of Ukraine of 5 August, 2020, No. 695. Comparative characteristics of 
the introduced changes is given in Table no 1. 
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Table no 1. Comparative characteristics of approaches to forming and 
implementing the state regional policy of Ukraine within the framework of the 

implementation of the State Strategy of Regional Development 
  

## 
Elements of the 

policy 

Approaches to forming and implementing the state 
regional policy 

2014-2020 2021-2027 
1. Targets of the 

policy 
providing financial 
support to less developed 
regions 
 
declaring depressed 
territories to be policy 
targets, which de facto 
did not receive assistance 

determining the type of 
territories that require the 
use of special mechanisms 
and state support tools 
 
building competitive 
regions and a functional 
territory by attracting all 
development actors and the 
use of the key assets of the 
region / territory as the 
basis for providing financial 
support from the state 
budget 

2. Approach to 
planning 

dominance of a sectoral 
approach that does not 
take into account the 
specifics of different 
types of the country’s 
territories 

identification of territories in 
need of state support, and 
planning their development 
on the basis of an integrated 
approach (combination of 
branch-specific and 
territorial approaches) 

3. Types of 
projects 

directing subsidies and 
state aid mainly to capital 
construction facilities 
(state investment 

directing state investments 
in material and intangible 
assets in the form of the so-
called ‘hard’ and ‘soft’ 
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exclusively in objects of 
state or communal 
property) 

development projects based 
on high-quality diagnostics 
of the potential and 
problems of territories in 
need of state support 

4. Subjects of 
policy 
formation and 
implementation 

policy-making and 
implementation was 
carried out exclusively by 
central executive 
authorities, the Council 
of Ministers of the 
Autonomous Republic of 
Crimea, regional, Kyiv 
and Sevastopol City State 
Administrations 

policy-making and 
implementation is carried 
out at all levels of 
governance (central, 
regional, local) with 
involvement of non-
governmental organizations 

5. Financing lack of targeted financing 
of the Strategy and 
programs of regional 
development, a program 
of sectoral budget 
support within the 
framework of 
implementing action 
plans of the Strategy 

targeted allocation of the 
funds of the State Regional 
Development Fund for the 
implementation of regional 
development programs that 
ensure the fulfilment of 
specific tasks of the Strategy 

6. Spatial 
planning 

failure to comply with 
the requirements of 
urban development 
documentation (General 
scheme of planning of the 
territory of Ukraine, 
land-planning schemes of 
the regional level, general 

mandatory taking into 
account the requirements of 
urban development 
documentation (General 
scheme of planning of the 
territory of Ukraine, land-
planning schemes of the 
regional level, general plans 
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plans of settlements) 
when implementing state 
investment programs / 
measures 

of settlements) when 
implementing state 
investment programs / 
measures 

7. Inter-
ministerial 
coordination 

inter-ministerial 
coordination is absent 
due to inefficient work of 
the Interdepartmental 
Coordination 
Commission on Regional 
Development 

ensuring by the Cabinet of 
Ministers of Ukraine of a 
proper level of coordination, 
in particular through the 
Interdepartmental 
Coordination Commission 
on Regional Development 

8. Institutional 
capacity 

the institutional capacity 
of the baseline level of 
governance is at the 
initial stage 
 
formation of regional 
development agencies as 
regional policy subjects 

ensuring the capacity of 
territorial communities to 
strategically plan 
development and effectively 
manage resources for 
development 
 
formation of regional 
development agencies as 
real subjects of regional 
policy 

Source: Resolution 2020. 
  

The changes to forming and implementing the state regional policy indicate the 
attempt to define the object of policy in a different way, planning territorial 
development on the basis of an integrated approach, improving inter-ministerial 
coordination and institutional capacity. It assumes regional policy-making at all 
levels of governance with involvement of non-governmental organizations, 
ensuring the capacity of territorial communities to strategically plan 
development and effectively manage resources for development. The new state 
regional policy provides directing state investments in material and intangible 
assets in the form of the so-called ‘hard’ and ‘soft’ development projects. They 
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have to be based on high-quality diagnostics of the potential and problems of 
territories in need of state support. The changes are advisable with a view to 
open up new opportunities for territorial development. 
Consequently, the state territorial development policy has shifted from 
declarative attempts at the central level to outline depressed territories and 
implementation programs to overcome their depressiveness. The State Strategy 
for Regional Development for the period of 2021-2027, defines the following 
types of territories that need particular attention from the state and the use of 
special mechanisms and tools to provide incentives for their development: 
agglomerations; large, middle-size and small towns; mono-functional cities, 
rural areas in unfavourable conditions; mountainous areas in the Ukrainian 
Carpathians; the macro-region “Azov-Black Sea”; zones of impact of 
international transport corridors; border regions; border territories in adverse 
conditions; temporarily occupied territories of Ukraine; natural conservation 
areas and objects (Resolution 2020). 
The current Strategy proclaims a transition to a territorially-oriented 
development policy based on stimulating the use of the territories’ own 
potential, providing support to individual territories characterized by special 
challenges of socio-economic development, high historical and cultural 
potential, high level of environmental protection and care for environmental 
needs. It is assumed that the state regional policy measures will be directed, 
among other things, to support potential centres for economic growth that may 
have a positive impact on the development of neighbouring territories, affecting 
positively the development of the region as a whole, as well as to support 
integrated projects of development of territories with special developmental 
challenges.  
The outlined in the State Regional Development Strategy for the period of 2021-
2027 functional territories (centres that have signs of development kernels; 
centres in need of support; centres that need assistance; centres that are badly in 
need of assistance) will be in the focus of state regional policy for the nearest 
future. At the same time, the document does not reflect the methods of 
identifying these territories, in particular criteria for determining crisis 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

79  Continuity and Change in European Governance 
 

phenomena concentration, or a list of territories that can be attributed to a 
particular group, etc. (Storonianska 2020, 4). 
Eventually, the Verkhovna Rada of Ukraine in June 2021, registered a draft Law 
of Ukraine “On the Peculiarities of Stimulating Regional Development”, 
introduced by the Cabinet of Ministers of Ukraine (2021). It defines the special 
aspects of implementing the state regional policy regarding incentives for the 
development of regions and certain types of territories that require special 
attention from the state, as well as the use of special incentives for their 
development. In this Law, the Cabinet of Ministers of Ukraine proposes: 
introduction of a new terminology and the procedure for identifying the types 
of territories that require special attention from the state (taking into account 
certain features of economic development, geographic location, environmental 
condition, demographic situation); stimulation of regional development at the 
national and regional levels; extending the list of instruments for stimulating the 
development of territories with limited developmental capacities; and declaring 
the Law of Ukraine “On Stimulating Regional Development” repealed 
(Explanatory note 2021). 
The draft Law (2021) divides territories with limited capacities for development 
into the following functional types: 
– a territory that is subject to economic restructuring (micro-regions or territorial 
communities, in which the volumes of production and the number of the 
population employed in production were reduced over the past five years, 
leading to unemployment, the rate of which is significantly higher than the 
regional average; their development is connected with a single industrial 
function, or they are classified as centres of coal-mining, extraction of ore and 
non-ore raw materials, chemical and oil refining industry, the decline of which 
results in intense depopulation processes, deterioration of the environment, and 
a growth of unemployment rates); 
– a border territory in adverse conditions; 
– a rural territory in unfavourable conditions; 
– a territory with development restrictions (territorial communities located in 
the mountain lands of the Carpathians; territories including nature reserve areas 
and objects, and their functional and conservation zones, protected areas and 
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objects of the ecological network, wetlands of international importance, 
UNESCO World Heritage objects, etc.). 
State and regional programs of regional development of territories of low 
developmental capacity are considered as new instruments for overcoming the 
depressiveness of territories, which means the need to substantiate 
methodological principles of this activity. It applies to the procedure for 
developing, approving, implementing, monitoring and evaluating the 
implementation of such programs. This task is facing the central and regional 
authorities. 
 
  
4. ORIENTATION OF REGIONAL DEVELOPMENT 
STRATEGIES  
 
The State Strategy of Regional Development for the period of 2021-2027, 
developed in compliance with the Sustainable Development Goals of Ukraine 
until 2030, approved by the Decree of the President of Ukraine dated 30 
September, 2019 No. 722, determines the general vector of the regions’ 
sustainable development. In accordance with the Law of Ukraine “On the 
Fundamentals of State Regional Policy” (2015), regional development strategies 
must comply with the provisions of the State Strategy for Regional Development 
of Ukraine. Article 10 of this Law says that the devising of regional development 
strategies is carried out, taking into account the development strategies of cities, 
towns and villages, the priority development of depressed territories, and 
strategic priorities of developing these regions’ districts. 
For the period of validity of the State Strategy for Regional Development of 
Ukraine, i.e. 2021-2027, each region of Ukraine has approved its own regional 
development strategy (MinRegion 2020). However, only a few regional 
strategies (Donetsk, Kharkiv, and Ternopil regions) mention their depressed 
territories here and there, although without any specific tasks for their 
development. This lack of mentioning has a negative effect over the further 
focusing the attention of policy makers on approaches out of the territorial crisis, 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

81  Continuity and Change in European Governance 
 

implementation of tools for overcoming the depressiveness of territories for a 
strategic perspective. At the same time, a detailed diagnostics of the crisis 
phenomena of territorial development (social, economic, spatial, and 
environmental) is contained in all the regional strategies, which ultimately leads 
to seeking ways to revitalize individual territories of cities and communities. For 
the most part, the strategies provide for the development of infrastructure, in the 
first place the restoration of highways; improving the quality and availability of 
public services, including in the field of education, medicine, social protection; 
protection and reproduction of natural resources. The strategic goals specified in 
these documents reflect the Sustainable Development Goals. It should be noted 
that there are sustainable development goals that dominate in the regional 
development strategies of Ukraine, namely: 
– ensuring openness, safety, vitality and environmental stability of cities and 
other settlements (all regions); 
– creation of sustainable infrastructure, promotion of comprehensive and steady 
industrialization and innovation (an overwhelming majority of regions); 
– promotion of sustainable economic growth, full productive employment and 
decent work for all (Donetsk, Zhytomyr, Kirovohrad, Mykolaiv, Rivne, 
Chernivtsi regions); 
– provision of high-quality education (Volyn, Dnipropetrovsk, Transcarpathian, 
Kyiv region, the city of Kyiv); 
– promotion of sustainable development of agriculture (Zhytomyr, Kherson, 
Cherkasy and Chernihiv regions); 
– building of a peaceful society in the interests of sustainable development; 
creation of effective, accountable and participative institutions (Vinnytsia, 
Donetsk, Luhansk, Kharkiv regions). 
According to the strategic priorities Ukrainian regional and local authorities 
must develop effective measures to address socially significant issues of 
sustainable development, including for overcoming the degradation of urban 
areas. 
The sustainable development of cities and communities are affected by the 
measures for revitalizing territories, in particular those taken to revitalize the 
economy of the territories in the northern part of Kyiv region which suffered as 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

82  Continuity and Change in European Governance 
 

a result of the Chernobyl catastrophe; support for small mono-functional cities, 
and revitalization of territories contaminated by explosive objects (Donetsk 
region); revitalization (restoration) of the central part of the historical cities of 
Ternopil region; reconstruction of the historical and architectural heritage of 
Volyn region; revitalization of castles in Cherkasy region; re-arrangement and 
development of public spaces in Kyiv; protection, restoration and preservation 
of cultural heritage objects (Zhytomyr, Kherson, Chernivtsi, Chernihiv regions), 
etc. 
Along with this, a new direction in urban policy is developing – strategic 
planning of integrated development of territories. Within the framework of the 
Project “Municipal Development and Rehabilitation of the Old Part of Lviv”, 
which was carried out by the German Agency for International Cooperation 
(GIZ), GmbH, two integrated development concepts were presented: in 2011 – 
for the central part of Lviv (Lviv City Council 2011); and in 2015 – for downtown 
Chernivtsi (Chernivtsi City Council 2015). The concepts are based on short-, 
medium- and long-term projects of revitalizing residential buildings, cultural 
sites, architectural monuments; development of public spaces; environmental 
protection and adaptation to climate change; updating of engineering and 
technical infrastructure; streamlining of the work of public transport; expansion 
of proposals in tourism and culture; intensifying business activity, in particular 
in trade and services; modernization of urban governance; stimulating social 
partnership and public partisipation, etc. Subsequently, with the support of a 
GIZ project “Integrated Development of Cities in Ukraine I, II”, the integrated 
planning measures are realized in Lviv, Chernivtsi, Vinnytsia, Zhytomyr, 
Poltava, Melitopol, Kharkiv, and Podilskyi district of Kyiv (GIZ 2019). 
The experience of strategic integrated planning of territorial development is 
important for the formation of policies of urban revitalization in Ukraine, since it 
addresses spatial, economic, social and environmental goals. Alongside with 
application of a comprehensive approach to sustainable development of the 
entire urban territory, attempts to zone the city’s territory in the process of 
strategic territorial planning have become more prevalent. Thus, preconditions 
are created for a better understanding of the needs and identification of local 
capacities of individual urban areas, and if necessary, restoration of their 
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functions and attractiveness. The integrated measures for revitalizing degraded 
territories should be consistent with the concept of urban development and 
innovative (Horbliuk and Dehtiarova 2021). In this process, it is necessary to 
reconcile the interests of all stakeholders, applying the instruments of public 
participation and public-private partnership. 
It should be noted that strategic planning of regional development based on the 
Sustainable Development Goals and the integrated approach to territorial 
development creates an effective basis for the revival of degraded areas. At the 
same time, as a result of the decentralization reform in Ukraine (2014-2020), the 
certain powers and financial resources for the implementation of territorial 
development policy were transferred to local governments. The dominant 
influence of the central government on the development of territories in the 
previous period did not lead to significant results. The problems of Ukraine's 
cohesion were identified and included in the strategic goal of forming a single 
space on the entire state territory only after the beginning of the Russian military 
aggression against Ukraine (2014). For a long time, low coordination of actions 
of public authorities that impacted on regional development had remained a 
serious challenge. The role of cities in the development of regions and territories 
has increased sharply in the process of decentralization. Cities can extend their 
influence to degraded areas, reducing socio-economic disparities between 
regions. Establishing an effective system of multilevel governance can solve the 
most of territorial problems in the state. 
 
  
5. CONCLUSIONS 
 
Summing up the analysis of the formation of the regulatory and legal 
framework for revitalization of degraded territories in Ukraine, it is necessary to 
emphasize the basic characteristics of this process. 
1. The initiative of public support of territories that are in crisis belongs to the 
state; it was implemented in the early 2000s. Legislative settlement of issues 
pertinent to overcoming depressiveness of territories is associated with the 
adoption of the Law of Ukraine “On Stimulating Regional Development”. 
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However, the mechanisms of the policies that were based on the proposed 
methodology for identification of depressed territories and state programs to 
overcome their depressiveness have not been put into practice. This is due to the 
lack of sufficient funding and investment, low level of designing the 
development of depressed areas. The central level of government was not able 
to solve all the problems of the territories that were in crisis. 
2. In the course of further evolution of state regional policy, primarily as a result 
of the adoption of the Law of Ukraine “On the Fundamentals of State Regional 
Policy” and approval of the State Regional Development Strategy for the period 
of 2021-2027, there was an ultimate shift from declaring depressed territories as 
policy targets, which de-facto did not receive state assistance, to identification of 
different types of territories (including centres of economic development that 
require state support and assistance), with applying to them special mechanisms 
and state support instruments. However, the methodology for identifying such 
territories and the relevant policy tools are still insufficiently substantiated. It 
primarily applies to the criteria for determining the concentration of crisis 
phenomena of territorial development. Inconsistency of actions at the stage of 
diagnosing the conditions leads to low motivation of some public authorities in 
the process of revitalization of degraded territories. At the same time, a set of 
tools for their overcoming depends on the results of the diagnosis of crisis 
phenomena. 
3. Regional development strategies are largely aimed at achieving Sustainable 
Development Goals, in the first place Goal 11 “Sustainable development of cities 
and communities”, which can be traced in the strategic provisions of the 
development of all the regions and the city of Kyiv. At the same time, measures 
envisaged by regional strategies for overcoming the crisis phenomena in 
territorial development are mostly piecemeal. The policy of revitalization of 
territories at the regional level was not expressed clearly, being characterized by 
single integrated projects that mostly provide for restoration of neglected 
infrastructure facilities. 
The policy of city revitalization, being based on the regulations existing in 
Ukraine, can develop slowly at the expense of local initiatives. Rapid changes in 
this field are only possible, in case policies for revitalizing degraded urban 
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territories are formed at all levels of public governance. To achieve this, the state 
should pay a close attention to urban politics, announcing revitalization of 
territories a strategic priority. When considering certain types of territories that 
require a special attention of the state, it is expedient to add a ‘degraded local 
area’ (part of the territory of a city or community). The concept of urban 
revitalization should be consolidated at the legislative level through establishing 
a procedure for the development and implementation of programs of degraded 
territories revitalization. At the same time, financial support instruments for 
implementing such programs should be developed at the regional level. Under 
these conditions, the regulatory framework for the introduction of revitalization 
of degraded territories will become an adequate response to the threat of 
territorial decline in Ukraine. 
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Abstract 
The paper aims to look at the EU Fiscal Framework and Governance from the 
viewpoints of the challenges to economic growth in a context marked by high 
inflation, geostrategic risks and commodities markets pressures, of the 
challenges stemming from the interplay between the fiscal and monetary 
policies when the monetary policy is constraint to tighten and of the challenges 
for the national authorities to deploy fiscal measures in a post-pandemic context 
in which the level of public debts increased substantially and constrain the fiscal 
space and affect the macro-financial stability. The paper takes into account the 
considerations and the past approaches at EU level to respond to crises with a 
view on the fiscal implications to achieve the financial stability, implementing 
legislative adjustments and working on institutional architecture development. 
This research takes a look at how to assess and understand the public debts 
sustainability and explores models and options that are possible to be taken into 
account by the EU leaders to strengthen the resilience of the EU fiscal 
framework. The paper concludes that, given the uncertainties caused by 
inflation, geostrategic tensions, prolonged supply chains bottlenecks, rising 
commodity prices and diminished fiscal space availability, all these imply 
expectations for further increases in new government debt instruments issuance, 
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at a moment when the balance sheets in the financial sector (including the 
central banks) are already constrained by the existing debt. 
 
 
Keywords 
EU Fiscal Governance; Debt-led Economic Growth; Inflation; Debt 
Sustainability; Stability and Growth Pact; Fiscal Policy and Monetary Policy 
Interactions; Sovereign-Debt Nexus. 
 

 
“Over the past years, we have already strengthened our economic resilience and we 
must now stay on track, maintain our unity and ensure strong coordination of our 
fiscal policies. This is the key to maintain a stable and sustainable growth path in 
today's unstable geopolitical environment.” 

 
Valdis Dombrovskis (Executive Vice-President for an Economy 
that Works for People, European Commission)  
“Fiscal Policy Guidance for 2023”, (March 2, 2022)  

 
 
1. THE PRE-PANDEMIC EFFORTS IN EU TOWARDS 
FINANCIAL STABILITY  
 
At the end of the year 2019, a whole decade of relentless efforts of the European 
Union (EU) institutions and of the member states had already paid off in 
achieving a macro-financial stability across the EU countries, although 
conditions varied from one country to another. After a period of relative 
macroeconomic stability following the implementation of the Economic and 
Monetary Union and the Stability and Growth Pact (SGP), where the average 
annual Public Debt-to-Gross Domestic Product (GDP), the Maastricht indicator, 
stood around 65 per cent, following the onset of the Global Financial Crisis and 
the sharp economic contraction, in 2009, the average public debt level grew by 
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around 17 per cent, reaching 76 per cent in average, in 2009 (Eurostat 2021). It 
continued to grow, reaching 86.5 per cent in 2014, and slowly decreased towards 
77 per cent, at the end of 2019 (Eurostat 2022), following vigorous reforms 
within the EU framework that involved legislative adjustments and institutional 
architecture development in the EU financial ecosystem.  
The fiscal approach meant, mainly, a stronger coordination and cooperation 
among member states and also between the member states and the European 
Commission within the process of the European Semester, while the adoption of 
the Treaty for Stability, Cooperation and Governance and the “6-pack” and “2-
pack” has strengthened the fiscal policies. At the same time, the European 
Stability Mechanism acts as a backstop for the Euro Area member states that 
experience fiscal imbalances, conditional of future reforms assumed, depending 
on the circumstances of each member state.  
Moreover, due to limited fiscal space in the member states and the efforts for 
rebuilding it while allowing for economic growth, the monetary policy had to be 
loose, to allow the much-needed liquidity flows to reach in all sectors of the 
economies, and a relevant example is the approach adopted by the European 
Central Bank (ECB) between 1999 and 2018 (Hartmann and Smets 2018), even if 
the message had been that the monetary policy shouldn’t be “the only game in 
town” (Draghi 2015).  
In addition, the emergence of the Banking Union (BU) consolidated the 
European banking system, being established on three pillars – micro-prudential 
supervision (Single Supervision Mechanism – SSM, part of ECB), resolution of 
likely to fail or failing financial institutions with systemic importance (an 
independent Single Resolution Board – SRB and Single Resolution Mechanism – 
SRM) and a safety net for EU banks deposits (European Deposit Insurance 
Scheme – EDIS). Moreover, the European Banking Authority tasked for banking 
regulation has been established and a set of prudential capitalization 
requirements has been issued and updated (the Single Rulebook). The financial 
framework has been expanded also with the proposed creation of the Capital 
Markets Union (CMU), where two regulatory and supervisory EU authorities 
oversee the financial stability of the capital markets across the EU countries - 
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European Securities and Markets Authority (ESMA) and European Insurance 
and Occupational Pensions Authority (EIOPA).  
The macro-financial stability function is exerted within the European Systemic 
Risk Board (ESRB), that reunites ECB, ESMA, EIOPA and other relevant 
representatives at EU level. However, although the essential purpose of 
reforming the EU financial architecture, processes and instruments that have 
been achieved, is to break the Sovereign Debt Nexus and allow for financial 
stability, the BU is still incomplete (missing EDIS as a risk-sharing mechanism 
based on Art. 122 of the TFUE – the solidarity principle, dealing with 27 
different national insolvency regimes, just to name a few examples), the CMU is 
still incipient and the debt levels have risen in 2020 and 2021, in response to the 
coronavirus to support national economies and foster a fast economic recovery 
(Schnabel and Veron 2018). 
Reaping positive results from the 2016 – 2019 period that led to a fiscal 
consolidation, marked by a decrease in public deficits in most of the member 
states and in the sovereign debts, as well as a strengthening of the financial 
sector, the EU had a resilient capacity to respond to economic and financial 
crises, although there is still space for improvements. However, a sanitary crisis 
at a global level couldn’t have been foreseeable. The pandemic shock has been 
sudden, intense and with negative effects at social level and at economic and 
financial level at the same time.  
In March 2020, the coronavirus pandemic resulted in a severe economic 
downturn and the European Commission decided the activation of the general 
escape clause of the SGP. However, the activated general escape clause does not 
suspend the procedures of the SGP, but allows the European Commission and 
the EU Council to depart from the budgetary requirements that would normally 
apply under the preventive and corrective arms of the SGP. The general escape 
clause of SGP has been extended up to the end of 2023. European Commission is 
assessing the status and continues the fiscal guidance under the European 
Semester for member states, in the process of gradually reopening the 
economies.  
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At the same time, more costs are involved to tackle down the coronavirus 
pandemic and some advanced economies of the EU are also part of G20 and 
global initiatives to provide support to other countries in need, resulting 
eventually in debt growth. Concerted multilateral efforts to ensure adequate 
international liquidity for constrained economies and faster implementation of 
the G20 Common Framework for Debt Treatment to restructure unsustainable 
debt, would help limit divergences across countries (Gopinath 2021). 
 
 
2. RATIONALE FOR THE LINKAGES BETWEEN THE 
SOVEREIGN DEBT AND THE CURRENT POLICY ISSUES 
 
Unlike in the context of the Global Financial Crisis (GFC) after 2008, when 
deteriorating asset quality of banks’ portfolios and the tightening of the financial 
markets financing conditions led to public finance support to the aid of the 
financial private sector led to a pressure on the sovereign debts and 
subsequently to an effort for reforming the EU frame to restore macro-financial 
stability, at the beginning of 2020, the European financial system was in a strong 
position to be a part of the response to the current crisis of medical nature, but 
with strong impact on the economies, the financial systems and at social level. 
Both the fiscal response and the monetary response have been resolute to 
support the vulnerable categories of workers, entrepreneurs and companies, to 
preserve labour capacities in the economies, the income sources and levels, as 
well as to allow for a fast recovery and continued growth. 
The economic and monetary union has been founded on the principle of 
monetary dominance (Schnabel 2020), but the sovereign debt nexus and the 
unconventional monetary policy measures that have been adopted, mainly the 
implementation of quantitative easing programs that inflated the central banks’ 
balance sheets gave way to the perspectives of fiscal dominance consequences 
(Bank for International Settlements 2012) and to affecting central banks’ 
monetary policy independence (Heinemann and Kemper 2021). The interplay 
between fiscal and monetary policy is not a new subject. However, the current 
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context of both supply side and demand side shock at the same time required 
that public sector intervention be immediate, to offset the negative effects and 
the volatility on financial markets. Persistently high volatility of inflation can 
amplify the uncertainty regarding the expectations in regards to future prices 
and this translates to volatile risk premia for long-term financing contracts. In 
turn, this evolution can determine an increase in costs related to hedging 
operations against inflation risks. Furthermore, the phenomenon of inflation has 
redistributive effects in an economy upon wealth and capital accumulation. 
Thus, inflation volatility can impede growth even if inflation on average remains 
restrained (Rother 2004). 
Fiscal policy measures can influence the aggregate demand, leading to changes 
in Gross Domestic Product (GDP) and the prices in an economy, even if the 
change in prices might be temporary (Krugman 2021) or more persistent 
(Summers 2021). Furthermore, the changes in income level affect the future 
prices evolution via the expectations channel and the consumption. The 
economic theory postulates that in the long term, the monetary policies might be 
able to offset the short-term inflationary impact of discretionary fiscal policies, 
but this impact could translate in short term volatility of prices (Rother 2004).  
The literature on debt led economic growth and the demand for sovereign debt 
analyses also the sustainability of sovereign debt and the sovereign’s capacity 
for repayment. Modigliani (1961), Diamond (1965) and Phelps and Shell (1969) 
suggested that the fiscal policies which increase the outstanding debt over time, 
actually shift capital accumulation from regular savers to large private wealth, 
investors who acquire the bonds while for repayment, taxes could be increased 
as source for repayment. At the same time, Tobin (1965) postulates that 
government debt serves for the money creation, as banks pledge the sovereign 
debt financial instruments as collateral for borrowing, leading to capital gains on 
the sovereign debts (Eaton 1981). Thus, the interplay between the fiscal policy 
and monetary policy can be very strong, and in the pandemic context, the pro-
cyclical stance of both policies to restart the economic activities and foster the 
recovery has proven to be quite intense on the short term. 
Fiscal measures have been conducive in an effective way at jumpstarting 
inflation, in a context when monetary measures’ efficiency have proven to be 
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weak when interest rates are persistently low at around the zero lower bound 
(ZLB), yet it remains to be seen whether the effects of fiscal support on inflation 
is temporary or more persistent (Bivens 2021). However, even if temporary, 
higher global inflation may complicate the near-term policy choices of 
economies that still rely on expansionary support measures to ensure a durable 
recovery (Ha, Kose and Ohnsorge 2021). The resurgence of the pandemic and 
the latest variant, Omicron, have sharply increased uncertainty around global 
economic prospects. This comes as several countries grapple with inflation well 
above their monetary policy targets (Adrian and Gopinath 2021). In addition, 
the increase in inflation has onset renewed discussions in academia about the 
normalizing the monetary policy, the impact of tightening interest rates upon 
the larger sovereign debts, the shift to fiscal dominance over the monetary 
dominance and the risks for a sovereign debt nexus. 
According to the ECB’s Financial Stability Review from November 2021: 
 

“The ongoing economic recovery has also helped debt-to-GDP ratios to stabilise. The 
transition from blanket fiscal support to more targeted measures, coupled with the 
gradual exit from support schemes, has reduced strains on public finances. The positive 
role that fiscal (and monetary) policies have had in limiting lasting damage to corporates 
and banks has in turn limited negative feedback to governments via the sovereign-bank-
corporate nexus. That said, if financing costs were to rise and economic growth were to 
fall short of expectations, this could put sovereign debt dynamics on an unfavourable 
trajectory, in particular in higher-debt countries, and contribute to some reassessment of 
sovereign risk by market participants going forward”.  
 
In November 2020, the ECB’s Financial Stability Review stated: 
 
“Rising sovereign debt in the wake of the pandemic has renewed concerns about the euro 
area sovereign-bank nexus ‒ a major amplifier in the euro area sovereign debt crisis. 
[...] the pandemic and the fiscal measures to support the economy that followed are likely 
to prompt an increase in sovereign debt, and in turn in the exposures between 
governments and their banking systems. In addition, the sovereign-bank nexus may 
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develop also via indirect channels, including banks’ exposure to the state of the domestic 
economy; whereby direct holdings can amplify these indirect effects.” 
 
In the EA, in February 2022, the inflation rate reached 5.9 per cent YoY, while for 
EU, the inflation rate stood at 6.2 per cent for the same time horizon (Eurostat, 
2022), the highest value at that point since the common eurocurrency has been 
launched. This value hides a wide differential, from 4.2 in France and Malta to 
14 per cent in Lithuania. Many economists assert whether this generalized 
increase in prices across EA, the EU and at global level can be deemed as 
transitory or it is persistent, with more permanent effects in the economies on 
the long run (Goodhard and Pradhan 2021). Taking into account the robust rise 
in the commodity prices internationally, reflected by S&P GSCI which reached 
its highest value in the last decade (on March 8, 2022 it exceeded 822 points), 
especially for fossil fuels (in principal oil, gas, and derivate products) and the 
deep backwardation of commodities markets, the impact in inflation has been 
strong with persistent, long-term effects (Currie 2022). The relevant explanations 
pertain mainly to supply chains bottlenecks, loose government support and 
accommodative monetary policy measures that allowed for a fast-rising 
demand-led economic recovery in 2021 (Andre, Haaland, Roth and Wohlfart 
2021). 
 
 
3. CURRENT CHALLENGES FOR THE FISCAL POLICIES 
 
The EA budget deficit increased from 0.6 per cent of GDP in 2019 to 7.2 per cent 
of GDP in 2020 while in the EU, the average budget deficit increased from 0.5 
per cent of GDP to 6.9 per cent of GDP for the same period of time. The fiscal 
deficits and the contraction in GDP led to an increase in the EA debt ratio from 
85.9 per cent of GDP in 2019 to 97.3 per cent of GDP in 2020, while at EU level, in 
2020, the debt-to GDP ratio increased from 77.2 per cent of GDP to 90.1 per cent 
(Eurostat 2021). The deterioration in fiscal balances partly reflects the operation 
of automatic stabilisers in the EU economies (Haroutunian, Osterloh and 
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Slawinska 2021). By comparison to the GFC in 2009, the support package of the 
fiscal policy has been of around 1.5 per cent of GDP (European Commission, 
2010). 
In the volatile geopolitical context in the first half of 2022, the European 
Commission evaluated and announced on May 23, 2022 that the general escape 
clause under the Stability and Growth Pact shall be kept into force until 2023 it 
shall be reinstated from 2024 (European Commission 2022). Thus, the suspended 
fiscal rules under SGP, that supported the economic during the COVID-19 
pandemic shall be prolonged during the geostrategic situation in Ukraine, 
favouring an expansionary fiscal stance (European Commission 2022).  
Initially, in February 2020, European Commission has initiated a review process 
of the SGP, but was soon put on hold after the coronavirus pandemic outbroke. 
On October 19, 2021, the process of reviewing SGP has been restarted, but 
Russia’s invasion in Ukraine on February 24, 2022, triggered severe effects in 
Ukraine and reverberated in the EU economies. As of March 2022, European 
Commission takes into account whether fiscal rules related to government 
borrowing should be kept suspended in 2023. European Commission had 
presented the most recent economic outlook on February 10, 2022, however the 
developments between Russia and Ukraine gave way to increased uncertainties, 
new risks that skewed the balance downwards. European Commission’s revised 
economic outlooks are to be presented in May, 2022 and discussions regarding 
changes to SGP should be based on thorough economic assessments. Under 
current SGP, governments need to reduce the public debt by at least 1/20th of 
the excess above 60% of GDP, every year, until the limit is reached (the 
“corrective arm” of SGP). Under the review process of SGP, all the stakeholders 
aim to build a consensus on the economic governance framework.  
The 2022 European Semester Spring Package for 2022 released by the European 
Commission is providing guidance to member states, while the Spring 
Economic Forecast projections for 2022 (European Commission 2022) expects the 
economic growth to continue this year and well into 2023. At the same time, the 
“REPowerEU” Plan should decrease and phase out the dependence on the 
imports and usage of hydrocarbures (European Commission 2022) in a shift to 
support the “EU Green Deal” and the “Fit for 55” package. Nonetheless, the 
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funding for greening the EU economies should be disbursed via NextGeneration 
EU Program and in line with the National Plans for Recovery and Resilience. 
On March 2, 2022, European Commission has published its most recent fiscal 
guidance for member states, on the conduct of fiscal policy in 2023 to foster 
stability and convergence. The key messages are pertaining to continued strong 
coordination of economic and fiscal policies, and for fiscal policies to be adapted 
in reaction to rapidly changing circumstances. Governments are advised to 
resort to a neutral fiscal stance and strengthen the reaction function for a fast 
response should the Ukraine crisis determine economic challenges for the 
member states. From European Commission’s perspective in 2023, highly 
indebted countries should attempt to tighten the fiscal policy, whilst the 
countries with low public debt and available fiscal space should favour 
investments, notably to make the transition to digital and green economies, 
leveraging the benefits of Recovery and Resilience Fund and other funding 
under Next Generation EU. According to most recent Eurostat data from April 
2022, the highest ratios of government debt-to-GDP at the end of the fourth 
quarter of 2021 were recorded in Greece (193.3 %), Italy (150.8 %), Portugal 
(127.4 %), Spain (118.4 %), France (112.9 %), Belgium (108.2 %) and Cyprus 
(103.6 %), and the lowest in Estonia (18.1%), Luxembourg (24.4%) and Bulgaria 
(25.1%). 
As of May 2022, under the Article 126 (3) of the TFEU, the European 
Commission issued a report on compliance with the deficit and debt criteria of 
the Treaty for 18 member states, while under the 2022 in-depth reviews, an 
analysis of fiscal imbalances for 12 countries has been conducted. It shows that 7 
member states (Germany, Spain, France, the Netherlands, Portugal, Romania, 
and Sweden) continue to experience imbalances, while 3 member states (Greece, 
Italy, and Cyprus) continue to experience excessive imbalances - both the fiscal 
deficit and the debt-to-GDP ratios are above the limits (European Commission 
2022).  
Earlier, EU commissioner Paolo Gentiloni stated on March 2, 2022: “The 
powerful fiscal support provided during the pandemic has led to higher debt 
levels […] These challenges make it all the more essential to have a transparent 
and effective fiscal framework”.  
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However, taking into account the past approach in the context of the global 
financial crisis of 2008-2009 and the crisis of the sovereign-debt nexus in 2011-
2015, fiscal policy had a lesser role in downturns when it is most needed, while 
at the same time, prior to the 2008, the fiscal policies had a more pronounced 
relaxed stance in booming times, while the fiscal buffers should have been 
strengthened and automatic stabilizers should be enforced (Demertzis 2022). 
A brief outline of the sovereign-bank nexus explains why the ECB’s monetary 
policy remained “the only game in town” to support economic recovery in the 
EA. In a financial crisis, the banking system is confronted to asset quality 
deterioration and erosion of guarantees eligible for the lender of the last resort. 
At the same time, the banks are a large creditor to the sovereign state, holding 
public debt instruments in the balance sheet. In a financial crisis, the banks are 
constraint to tighten lending, review the asset quality, prevent misallocation of 
capital and the economy receives less loans, affecting liquidity and payments 
between companies, triggering a downturn. Less jobs and restructurings mean 
lower tax revenues for the sovereign government, that might resort to austerity 
and to issuing debt to finance gaps in the budget. This constraint usually leads 
to a deterioration in financing conditions for the sovereign, i.e. leading to a 
depreciation in previously issued debt (also held by banks), spiraling the 
negative impact on banks and on the economy. Breaking this cycle requires a 
tango of fiscal and monetary approach, that work to advance a robust fiscal 
governance, a strong monetary frame and a cooperation between the two to 
allow for public debt alleviation, for a stable financial system and for economic 
growth on the long term. The current context, however, led the EU countries to 
take on more debt whose sustainability comes into question and political 
compromise on changing the fiscal rules might weaken the soundness of public 
finances on the long-run. 
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4. CONSIDERATIONS ON THE DEBT-LED ECONOMIC 
GROWTH AND POSSIBLE APPROACHES 
 
On April 23, 2020, EU first discussed the establishment of an EU recovery to 
respond and address the negative effects triggered by the coronavirus crisis. The 
European Commission suggested a new program of EU funds in addition to the 
Multiannual Financial Framework for 2021-2027 EU budget. The Recovery and 
Resilience strategic funding has been presented by the European Commission 
on May 27, 2020 and on July 21, 2020, EU leaders agreed on a EUR 750 billion 
program ”Next Generation EU”, supplementary to the EUR 1,074 billion long-
term EU budget for 2021-2027. Most of the funds should support the economic 
recovery while orienting around 2/3 of the investments to a new growth 
paradigm shifting the economies towards the digital and green transitions for 
resilience and sustainability. To these amounts, another EUR 540 billion is 
already allocated as safety net to counter distress (for workers, for businesses 
and for member states). Therefore, the overall recovery package at EU level 
amounts to EUR 2,364.3 billion, representing the largest budgetary and 
budgetary-like expenditures in the history of the EU (EU Council 2021).  
In addition to the supra-national effort, the EU member states allocated between 
April 2020 and October 2021 2,157 billion in fiscal measures (IMF, 2021), but the 
financial amount of various measures have been significantly revised over time. 
The overall fiscal support of EU and EU member states governments proved 
effective to smoothen the social and economic impact of the COVID-19. 
However, the structure of direct fiscal spending, of tax deferrals and guarantees 
varied among countries depending on the available fiscal space. Consequently, 
in 2020 the general government deficit-to-GDP and public debt-to-GDP ratios 
recorded the largest historical increases. The EU member states adopted more 
than 1,000 budgetary measures during 2020 and 2021, in the efforts to respond 
to the pandemic. The fiscal measures adopted by EU governments have been 
around 5% of GDP in 2020 and 4% of GDP in 2021 (European Fiscal Monitor 
2021).  
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The differences in fiscal support among the EU member states reflected the 
discretionary measures taken during the crisis and the various automatic 
stabilisers deployed, that weakened the fiscal position and lead to a 
deterioration of the fiscal balance, narrowing the fiscal space available for 
responding to future imbalances in the economies. Let’s consider the countries 
with a system that ensures a higher protection for unemployment, where a 
larger short-term increase in unemployment will determine an automatic fiscal 
stimulus deployed as a larger public spending, without having to take any 
further action. Assuming that the overall deterioration in the fiscal balance is 
similar among these countries, the decomposition of stimulus in automatic and 
discretionary measure “reveals significant differences and will influence the 
economic growth depending on the effectiveness of the measures, rather than 
their size” (Leandro 2020). The EU Single Market and the level of integration of 
EU member states is based on a strong coordination capacity of implementing 
the measures adopted by governments, taking into account the fact that a fiscal 
stimulus in one country determines beneficial externalities in other EU 
economies (Dabla-Norris, Dallari and Poghosyan 2017). 
The implementation of the EU’s Recovery and Resilience Fund (RRF) represents 
an opportunity for EU countries to address the needed structural reforms, 
benefiting from the temporary suspension of SGP. Nonetheless, the moment is 
seen as an occasion for reform or review of the EU fiscal rules, especially under 
the terms of the pace of fiscal consolidation being resilient in the context of 
higher government debt ratios, to solve the underlying problem of debt 
sustainability (Larch, Malzubris and Santacroce 2021). 
National budgets came under stress as central banks started a process of 
monetary tightening, with the risks of a de-balanced interplay between the fiscal 
and monetary policy (ECB 2021). In case the fiscal expansion might not be 
sustained by future national budgets, this will lead to rolling over higher and 
persistent fiscal deficits of EU states, while the repayment capacity and the debt 
sustainability might be questioned by international investors on financial 
markets. Anchoring the inflation that is supported by past fiscal stimulus to the 
economies, by demand-driven commodity prices growth and by the geostrategic 
uncertainties is a challenge for central banks. The monetary policymakers might 
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decide raising interest rates earlier than anticipated and to a higher extent than 
estimated, as well as scaling down asset purchase programs sooner and in a 
more resolute manner. The consequence might be that future debt becomes 
more expensive and existing sovereign bonds portfolios depreciate in value, 
triggering a potential sovereign bank nexus in the financial systems, even for the 
central banks, with an impact also on their role as lender of the last resort. 
Therefore, scaling down fiscal stimulus and tightening monetary policies should 
be done gradually and predictably. Estimates point out that an increase in 
monetary policy rates of 5% would greatly increase the costs for the sovereign 
debt. However, if the increase of monetary policy rates is modest, significantly 
less than the inflation rate, then the economic growth is affected by a “higher for 
longer” inflation (Cochrane 2021). 
The divergent economic growth between advanced economies globally and the 
emerging markets is further reflected in the most recent estimates released in 
April 2022, while the economic growth is slowing down to 3.6% this year (-0.8 
pp compared to previous estimates), while inflation is projected at 5.7% in 
advanced economies and 8.7% in emerging markets, given the challenges to 
prevent humanitarian crisis, to prevent further economic fragmentation, to 
maintain global liquidity, to manage debt distress, to tackle climate change, and 
to fight the COVID-19 (IMF 2022). The linkages of EU to the international 
environment are strong and macroeconomic imbalances will reverberate in the 
EU economies further into the future, as the interdependencies between EU and 
the main trading partners will imply spillover effects into the EU via the various 
economic and financial channels. 
For the EU economies, under such circumstances, is therefore essential to absorb 
the EU funds available through the Next Generation EU and the regular EU 
funds as fast and fully as possible, in order to channel the capital into growth-
enhancing investment projects for an eco-oriented and digitally competitive 
economy. EU member states should ensure, in line with the National Plans for 
Recovery and Resilience conditionalities – milestones and targets, that the 
medium-term fiscal policies are designed in a way that ensures public debt 
sustainability. Although countries should gradually diminish the fiscal support 
to foster the consolidation of the recovery and the continuation of economic 
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growth, the governments should approach the scaling down of the debt levels, 
as it is essential that EU member states resort to credible fiscal consolidation 
strategies in the medium term, as the accumulation of fiscal buffers during 
phases of economic growth builds capacity to address the negative effects 
during downturns triggered by exogenous events (Blanchard 2021). 
The general consensus among economists is that secular stagnation is marked by 
a decline in neutral interest rates (i.e., the rates consistent with full employment) 
reflects a long-term weakness in private demand as the premises favour a strong 
saving process detrimental to investment, boosting demand for safe assets, 
given the risk-adversity orientation (Hansen, 1939 and Summers 2014).  
Neutral rates interplay with the fiscal policy measures. During the phases of 
fiscal expansion aggregate demand increases, leading to higher levels for the 
neutral rates r* and eventually to an increase in real interest rates on the 
markets. Given the strong fiscal expansion in 2021, fiscal and monetary 
policymakers assess that “r*<g” has important implications for debt dynamics 
(Mauro and Zhou, 2020), contrary to the previously observed “r*>g” (Pickety, 
2014). The equation r*-g< 0 implies for countries that fiscal space is created, 
although governments can borrow more. Simply speaking, when the return on 
capital is less than the economic growth, although debt is increasing, the 
economy is increasing at a faster pace and the fiscal burden is actually 
decreasing. At such times, countries might have primary deficits and maintain 
debt-to-GDP ratio constant, or even decrease this ratio (Crowe, Haas, Millot, 
Rawdanowicz and Turban 2022). A neutral interest rate on a downward long-
term trend means that the effective lower bound will tighten and will constrain 
more and more the central banks’ capacity to diminish the monetary policy rates 
to offset the decreasing demand, leading to a decline in economic activity and 
employment. 
Debt sustainability depends on the evolution of primary budget balances, on the 
real interest rates, and economic growth rate, but also on the fiscal governance 
and fiscal strategy (Gottschalk 2014). The simple fiscal rules enshrined in the 
Maastricht Treaty (public debt ratio less than 60% of GDP and budget deficit 
ratio less than 3% of GDP) provide an anchor to run sustainable fiscal policies. 
However, this fiscal conformity could hinder economic growth by limiting 
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public investments, affecting job creation in the economies and triggering wage 
adjustments, leading to a larger output gap and determining higher costs to 
finance the national budgets. Furthermore, whether public investments might be 
financed more by debt issuance or by raising taxes should depend both on how 
much the fiscal strategy increases future fiscal revenues and on macro-economic 
stabilization objectives. Debt issued on longer maturities allows governments to 
mitigate the effects of temporary increases in real interest rates, as well as to 
have an extended to adjust to permanent increases in interest rates. Therefore, a 
debt consolidation by rolling over short term government bonds being replaced 
with long term government bonds allows for decreasing fiscal pressure, while 
lower for longer interest rates, in a context when r*<g, allow for more fiscal 
space available. Under Covid-19 pressures, governments resorted to a major 
fiscal expansion having the leading role to increase the demand and restart 
economic growth, while the monetary policies slowly started to increase the 
interest rates to the neutral rate, in this process resulting an uplift in inflation, 
that proved higher than expected for many policymakers, investors and 
economists. Recent projections by Eurosystem and ECB staff have substantially 
underestimated the surge in inflation, largely due to exceptional developments 
such as unprecedented energy price dynamics and supply bottlenecks. (ECB 
2022) The upward revision to 6% (from 3% previously forecasted) for 2022 
mainly reflects higher expected energy and food price inflation (ECB, Lane 
2022). 
 
 
5. CHOICES TO FINANCE THE FISCAL BUDGETS 
 
Fiscal governance, conformity to rules and convergence ensured via sound 
procedures for budgetary executions ensure sound public finances and a long-
term view oriented towards sustainability and inclusive growth. Government 
budgetary revenues and expenditures have effects on the allocation and 
distribution of resources within the economy. (Gaspar 2022) 
In a context marked prominently by high inflationary pressures due to global 
commodities supply-side shocks (especially for fossil fuels and agri-food 
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products) and expansionary fiscal policies, a consistent and coherent approach 
to strengthen the fiscal frameworks and strategies should aim for convergent 
measures, taking into account subsidies and transfers to society and the 
budgetary impact of sanctions against Russia. The 6th sanctions package 
adopted by the EU against Russia covering 90% of fossil fuels imports from this 
state and the “RePowerEU” plan (European Commission, 2022) could impact 
the 27 member states budgets via the energy prices channel, given the current 
EU dependency and the plan to phase out the import of oil and natural gas from 
Russia by 2030. 
The implications of the geostrategic situation in Ukraine have a direct impact on 
the EU fiscal policies of member states, from the viewpoint of offsetting the 
negative social effects. It is paramount to determine the fiscal space available for 
resorting to subsidizing fuel prices, implement direct transfers to population or 
issue regulations related to pricing. Subsequently is to determine the source of 
financing for such measures, i.e., raise taxes and consolidate fiscal revenues or 
issue debt instruments and enlarge the fiscal stress (Blanchard and Pisani-Ferry, 
2022). Thus, the choices for governments are either to record future primary 
budget surpluses by raising taxes and diminishing social transfers and 
budgetary expenditures or to record an increase in debt in the future favoured 
by lower for longer interest rates, i.e., a discounted financing rate compared to 
the market rates for financing the private sector (Reis 2022). On the other hand, 
the monetary policy is constrained by inflation to further tightening, which 
could strain the debt finance of budgetary expenditures and could lead to 
financial assets quality deterioration and premises for sovereign-debt nexus 
risks (Schnabel 2018). The interplay between the fiscal and the monetary policies 
needs to be carefully taken into account when calibrating the measures (ECB 
2021; IMF 2021 and BIS 2021). Generally speaking, the inflation (price instability) 
is one side of the macroeconomic balance and tightening the monetary policy 
too strongly in the quest to accomplish the central banks’ primordial objective of 
price stability could affect the financing conditions for the public and private 
debt, resulting in financial instability and systemic risks (Vileroy de Galhau 
2021). Therefore, when discussing about the EU fiscal framework, all 
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stakeholders should have a voice for the proposed reforms of the EU fiscal 
framework. 
 
 
6. VIEWPOINTS OF THE INTERNATIONAL FINANCIAL 
INSTITUTIONS REGARDING PUBLIC DEBT 
SUSTAINABILITY  
 
The debt sustainability analysis requires a long-term view and a cumulative set 
of factors of monetary and fiscal nature intertwined. Over the past 20 years 
however, the central banks independence consolidated and the public spending 
under the constraint of fiscal rules led to a more predictable business 
environment and a downward trend of interest rates globally. The monetary 
framework relied on a clear institutional architecture with clear mandates for 
central banks and fiscal authorities, on inflation-targeting regimes and on yield 
curves management, that decreased the cost of debt financing and strengthened 
the systemic financial stability. Such an environment, where the general 
equilibrium interest rate r* is less than the economic growth g (r* < g) 
determines an extension of space for debt financing and debt taking without 
increasing the pressure on the debt service repayment. Such an environment is 
marked by liquidity and a loose monetary policy. When external shocks such as 
the pandemic of coronavirus in 2020 and the geostrategic situation in Ukraine in 
2022 triggered supply-side disturbances, inflation accelerated and the monetary 
policies started to constrain the supportive stance, therefore the public debt 
sustainability question in a context when many countries record historic high 
volumes of sovereign debt. 
Debt sustainability is an elusive concept. Debt sustainability involves the ability 
of the borrowers to repay the financial obligation at maturity, in the present as 
well as in the future (IMF 2020 and World Bank 2020), but it actually implies an 
analysis regarding the probability of the default risk materialization under 
existing and estimated government policies over time in a context when the 
dynamics of debt-to-GDP ratio is on an ascendent trend. This dynamic is 
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dependent on three variables – the evolution of the primary budget balance, the 
real interest rate (nominal interest rate affected by the inflation rate) and the real 
rate of economic growth. Under such hypothesis, for the EU, the general rules 
related to fiscal policy deems the debt as sustainable when the budgetary deficit 
is below 3% of GDP and the public debt is below 60%, however the Maastricht 
Treaty is most relevant for the period of time it has been negotiated among the 
EU leaders at that time. Under the global financial crisis and afterwards, these 
rules ensure the debt sustainability at the cost of fiscal policy constraints, even 
when it should be more accommodative and the consequence has been that the 
fiscal policies consolidation proved to be too strong and delayed the recovery 
(Blanchard 2022).  
Today, weaker growth prospects (IMF 2022 and World Bank 2022), a more 
limited fiscal space (IMF 2022) and higher debt refinancing risks under a greater 
macroeconomic volatility affect the fiscal strength and the central banks’ balance 
sheets increasing the risks for the “doom loop”.  
Based on past experiences, the following assertion reflects how the ratings have 
an impact on the financial system and on the economy of a country: 
 

“a common feature of debt crises has been a sudden jump in debt levels, often driven by 
large exchange rate depreciations in countries with foreign currency debt, and 
governments’ assumption of so-called contingent liabilities amassed by state-owned 
enterprises, subnational governments, banks, or corporations. Because these crises are 
associated with lower growth, higher inflation, and setbacks in the fight against poverty 
and other development goals, protracted defaults are damaging to the economic and 
social fabric of the debtor country” (Pazarbasioglu and Reinhart 2022). 
 
Given the current complexities of the financial systems globally, as well as for 
the EU countries, the French president and the Italian prime minister (Macron 
and Draghi 2021) appealed publicly for reforming the EU fiscal rules:  
“we will need a framework that is credible, transparent and capable of contributing to 
our collective ambition for a stronger, more sustainable and fairer Europe. There is no 
doubt that we must bring down our levels of indebtedness. But we cannot expect to do 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

108  Continuity and Change in European Governance 
 

this through higher taxes or unsustainable cuts in social spending, nor can we choke off 
growth through unviable fiscal adjustment”. 
 
The European Commission has launched a public consultation on the future of 
the EU economic governance “on how to ensure sustainable public finances, prevent 
and correct macroeconomic imbalances, simplify existing rules, and improve their 
transparency, ownership and enforcement”, including the fiscal rules (European 
Commission 2021) and proposals have been submitted for discussion. 
In the past, authorities resorted to various degrees of temporarily 
countercyclical fiscal policies to lower the debt pressures via conventional tools, 
such as advancing investments to stimulate economic growth, reforming the 
recurrent expenditures framework to consolidate payment obligations or raising 
taxes on wealth and properties, or via heterodox ways that included inflation, 
debt restructuring or currency devaluation. Any combination of such measures 
had social, economic and political costs (Kose, Ohnsorge, Reinhart and Rogoff, 
2021). Given the increasing financing needs of governments and the private 
sector, the fiscal constraints and rising inflation, a public debt resolution 
framework emerges as an important concept, when the economic environment 
is marked by a fragmented base of creditors, various degrees of debt 
transparency and issues related to public debt reporting (Kose, Nagle, Ohnsorge 
and Sugawara 2021). 
The proposal to reconciliate the financial market discipline of the fiscal policies 
in the EU with the need to raise funding while keeping the debt sustainability is 
not new. In fact, under an incomplete Banking Union and an incipient Capital 
Markets Union, as well as the fragmentation of countries in the Euro Area and 
outside the Euro Area, a question has been raised in the “7+7” report on how to 
harmonize the interests in an optimal way to strike a balance between the risk-
sharing European frame and the motivation for reforming the economic 
governance of the EU (Benassy-Quere et al. 2018). 
The general escape clause activation under SGP has deferred several times and 
for several years the compliance of fiscal authorities with the EU fiscal rules, 
however it should be re-enacted. Meanwhile, to my view, the EU countries 
should attempt to change the concept of “one rule fit for all” to “one frame that 
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works for all”. Discussions should include indicators such as public 
investments-to-GDP, a simpler structural view of the budgets oriented towards 
non-debt generating capital flows to support the economic growth and debt-
service-to-fiscal-income ratio dynamics that should allow for fiscal buffers and 
automatic stabilizers in a countercyclical approach. At the same time, 
independent fiscal councils’ role should be strengthened, in addition to 
European Commission’s role in the European Semester and a dispute / 
litigation body at supra-national level should arbitrage the various fiscal-related 
disputes concerning the member states. Strictly related to the SGP need for 
reforming, my view is that given the debt-to-GDP ratio well above the 
Maastricht limit for many member states, it is clear that the SGP’s preventive 
arm proved to be a weak instrument. Although some later reforms have been 
addressing the shortcomings of the SGP, it is evident that there is a need to 
enhance the corrective arm of SGP as well, while also reforming the EU fiscal 
framework. The call for reform has been triggered by a wide range of 
stakeholders, including academia and institutions (European Commission 2017; 
European Fiscal Board 2017; Eyraud, Debrun and Hodge 2018; Darvas, Martin 
and Ragot 2018; Feld, Schmidt, Schnabel and Wieland 2018), however no 
consensus on the various views has been achieved. 
 
 
7. OPTIONS FOR CHANGES TO THE EU FISCAL 
FRAMEWORK 
 
My assumptions are that the fiscal policies shall be kept at national level and 
that debt sustainability should prevail over the debt constraints approach, 
however the EU fiscal framework should continue to be rules-based, but with a 
more detailed view on implementation rather than on actual figures to comply 
with. Given the 27 particular economic conditions, the long-term view and the 
budgetary pressures under the transition to net-zero emissions economies 
should strengthen the debt sustainability framework on long term horizons, 
with a view for the next 30 years. One prerequisite of the debt sustainability is 
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that the general government budget should be net-neutral, or balanced per 
economic cycle, which should translate in a compliance with the medium-term 
structural deficit rule (maximum 0.5% of GDP for countries that exceed the long-
term debt limit of 60% of GDP and maximum 1% for the countries with the debt-
to-GDP ratio maximum 60% of GDP). However, fiscal imbalances take years to 
be scaled down and the current EU guide on the implementation of SGP 
(European Commission 2019) still needs improvements. 
Options for reform include capping the expenditures based on the economic 
growth dynamics (Feld, Schmidt, Schnabel and Wieland 2018), reviewing the 
percentages deemed “fiscal rules” to various new levels (Regling 2022) and by 
various means including Maastricht Treaty amendments and country-specific 
rules (Martin, Pisani-Ferry and Ragot 2021). Some economists even argue for a 
supplementary strategic orientation within the Ecofin, as a body for determining 
the overall fiscal stance for Euro Area, approving or rejecting the member states’ 
debt targets and expenditure ceilings, while enhancing the backstop role for the 
European Stability Mechanism and strengthening the regulatory fiscal 
framework. (Martin, Pisani-Ferry and Ragot 2021).  
Still, under Article 123 and Article 125 (TFEU), debt monetization is prohibited, 
to safeguard the central bank’s independence and prevent pressures from states 
with weak fiscal situation to ask for using the monetary policy in order to 
prevent a default on the state’s sovereign debt. In a non-optimal monetary 
union, the fiscal policies can correct prices divergence (including wages, as price 
of labour) and orientate the allocation of capital. However, in practice, debt 
management is permitted for central banks on the secondary financial market 
and central banks can use their balance sheets to purchase financial assets, 
including sovereign debt instruments in accordance with their risk policies, to 
ensure financial stability and price stability (including the prices for the 
sovereign debt – the yields curve).  
One problem for the central banks’ balance sheets exposures is that these 
financial instruments are rated to reflect risks associated, by the rating agencies. 
These specialized agencies and their risk models have come under scrutiny over 
various financial crises in the past (Bank for International Settlements, 2003). A 
notable impact was, for instance, the downgrade decision of S&P, on June 13, 
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2012 regarding nine Euro Area countries, that affected the European Central 
Bank’s balance sheet in relation to its Long-Term Refinancing Operations (ECB 
2013), as stated by the ECB:  
 

“the Eurosystem credit assessment framework (ECAF) defines the procedures, rules and 
techniques which ensure that the Eurosystem’s requirement for high credit standards is 
met for all eligible assets. The details of the ECAF have been published in Title V of 
Guideline of the ECB of 19 December 2014 on the implementation of the Eurosystem 
monetary policy framework (recast) (ECB/2014/60). The ECAF builds on credit 
assessment information from three sources, with external credit assessment institutions 
(ECAIs) being one of them. ECAIs refer to credit rating agencies (CRAs) that issue 
and/or endorse credit assessments about entities and debt instruments in the form of 
credit ratings”. 
 
The EU fiscal framework after the COVID-19 pandemic has been supplemented 
with a new dimension – an insurance for exceptional events, that has come 
under the form of EU funds in addition to the EU budget – the creation of Next 
Generation EU program, providing loans and grants conditional on the National 
Plans for Resilience and Recovery. These plans might actually support a revision 
of the EU fiscal frame, an overhaul on a supranational debt framework and a 
progress in deepening and completing the economic and monetary union. Any 
adjustments in the EU fiscal framework should take into account the projected 
economic growth over the business cycle, a countercyclical approach of the fiscal 
stance and the secular trend of lower interest rates (Summers 2014) in an 
economic context marked by subdued economic growth, significantly below 
potential growth rate. Such an environment allowed a debt-led economic 
growth for EU countries, and the accumulation of significant debt levels. Scaling 
down the debt-to-GDP ratios with 1/20 of the difference between the actual debt 
level and the 60% level would take years of fiscal tightness, raising the risks for 
economic slowdown or even recessions, in a context when also the monetary 
policy is confronted with the challenges posed by rising inflation. An orderly 
transition to financial stability is preferable to a disorderly correction triggered 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

112  Continuity and Change in European Governance 
 

by markets. That is why it is essential to agree on rules and amend the existing 
rules framework to allow for a predictable return towards sustainability of 
sovereign debts. 
To my view, the long-term debt growth and management for EU countries 
could fall under several constraints: prevent excessive debt growth while at the 
same time benefit from favourable conditions (when they are present in the 
financial markets) allowing also for debt consolidation and refinancing; in 
addition address the divergences between the countries running budget 
surpluses versus countries with budget deficits and mitigate the shortcomings of 
the late response in the case of the Excessive Deficit Procedure; and in dynamics, 
link debt evolution to economic performance measured by the GDP. 
Debt dynamics over time could be seen on a trajectory that prevents its excessive 
growth, via a formula of the following outline, similar to other comparable 
views in the academia (Scheuermeyer, 2021): 
 

Debt Growth (YoY) = {[(yt-gt)/(1+gt)]*Dt-1 – GGBt-1} / GDPt-1 < 
gt, where: 
t = the current year 
yt = average yields for the sovereign member state 
gt = economic growth rate for the sovereign member state 
Dt-1 = debt level for the sovereign member state at the end of the 
previous year 
GGBt-1 = general government budgetary balance for the 
sovereign member state at the end of the previous year 
GDPt-1 = Gross Domestic Product for the sovereign member 
state at the end of the previous year 

 
To my view, the debt-to-GDP limit should be kept at 60%, although there is a 
risk for the member states to agree on raising this level to reflect “a new normal” 
where most of the countries are indebted above this threshold, since this is the 
current reality anyway, while GGB should be determined nationally, based on 
independent reviews from the fiscal boards already existing, and subject to the 
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validation by the European Commission, as a part of the European Semester 
Process and assessments. 
Considering the above-mentioned aspects, on a positive view, when the yields 
curve is lower than the rate of economic growth and the country has a balanced 
or even a positive general government budgetary balance, taking on more debt 
for public investments can be done while the debt burden actually decreases. On 
a negative view, if the country records a general government deficit, the Debt 
Growth increases and should be capped by the European Commission, based on 
the calculations of the national fiscal board. In a worst case, in addition to the 
budget deficit, should inflation rise, the yields curve will mimic and reflect the 
tightening monetary policy, rising in relation with the inflation and the 
financing conditions on markets. Therefore, the debt growth is constrained 
automatically by a tighter financial market and a higher budget deficit, limiting 
future debt growth. 
Such an approach would not require changes to the Maastricht Treaty and 
would build on the reformed framework of SGP. Although the fiscal criteria are 
expressed in Article 126 of the TFEU, the actual values of 3% and 60% are 
specified in the Protocol 12 annexed to TFEU. Furthermore, the preventive arm 
and the corrective arm of SGP, as well as the process related to the Commission 
procedures are laid out in the secondary legislation of the EU (Directives and 
Regulations). This proposal to limit debt growth and allow for fiscal space be 
built over time would still rely on the Excessive Deficit Procedure for breaches 
of the budget deficit rule, it would provide an anchoring of debt growth on 
medium term and it would limit the excessive budgetary expenditures. 
Moreover, in exceptional circumstances, it would still be possible to trigger the 
general escape clause under SGP. However, a plethora of additional fiscal 
measures and tools should be required to build a resilient and robust frame for 
sound fiscal policies in EU. At the end of 2021, the Centre for Economic Policy 
Research did a comprehensive analysis from the legal perspective of what 
options could be explored and what legal consequences would be for the EU 
fiscal Framework (Maduro, Martin, Piris, Pisani-Ferry, Reichlin, Steinbach and 
Weder di Mauro 2021) 
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Keeping specific numerical fiscal objectives for the budget deficit and the public 
debt has its benefits. The member states are already accustomed to these 
numbers, calibrate the fiscal policies taking guidance from the European 
Commission and those anchors represent a politically accepted sustainable debt 
dynamics. In practice, given the lack of accountability for breaching the fiscal 
rules by member states, my take is that it is not a question of percentages and 
about establishing what are the limits for debt sustainability, but it is a question 
of enforcing the infringement process and its consequences on member states, in 
order to constrain the public authorities to be accountable for the EU 
membership commitments. This strengthening of infringement should also 
come together with flexibility for the best approach to the member states specific 
situation breaching EU fiscal framework. 
A more complicated approach would entail creating a European Debt Agency 
and a split of the debt-to-GDP into a slow adjusting part and another fast-
adjusting part (in excess of 60%) that should be decreased. The rate of decrease 
for the components should be different, over a 10-year time horizon. The 
formula proposed by some researchers is (dt+10 – dt)/10 = beta (dFt – d*) + 
gamma x dSt, where beta and gamma are the speeds of debt components 
adjustments and beta > gamma in relation to d* - the long-term debt target 
(D’Amico, Giavazzi, Guerrieri, Lorenzoni and Weymuller, 2022). However, the 
proposal suggests the creation of yet another agency to the already complex EU 
institutional architecture and it seems to give a lesser role for the investments 
and asset-led economic growth raising GDP over the long-term. 
From a central bank’s perspective, new research on reforming the EU fiscal 
frame builds on the European Fiscal Board’s proposal, on a two-tier system that 
links the debt anchor with the expenditure rule, maintaining the current SGP 
and the 60% debt-to-GDP, but replacing the GDP deflator with the 2% ECB’s 
inflation target and adjusting the speed of debt reduction from 1/20 (5%) with a 
3% speed adjustment (Haroutunian, Hauptmeier, Leiner-Killinger and 
Muggenthaler 2022). To my view, it implies a less constraining requirement for 
national fiscal authorities and could delay the necessary decrease of the debt 
burden. 
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8. FURTHER CONSIDERATIONS RELATED TO THE HIGH 
DEBT ENVIRONMENT IN EU 
 
Considering the geostrategic uncertainties currently unfolding, the EU member 
state governments are confronted with an immediate need to increase public 
spending significantly for defence capabilities, for new energy infrastructures, 
for compensating / subsidizing the energy costs for households and businesses, 
as well as with absorbing the costs with the refugees. These needs imply 
expectations for further increases in new government debt instruments issuance, 
at a moment when the balance sheets in the financial sector (including the 
central banks) are already constrained by the existing debt. In addition to the 
fiscal pressures, inflation also exacerbates the economic strains, rising the costs 
with financing, as the monetary policy is compelled to rise the interest rates.  
Furthermore, prolonged supply chains bottlenecks, rising commodity prices and 
diminished fiscal space availability build an upward pressure on the 
equilibrium real interest rate, volatility in output growth, and a likely surge in 
risk premia in some countries, which could lead to financial fragmentation. The 
European Commission is discussing an economic package with three pillars: the 
repurposing of loans issued under the Next Generation EU pandemic-recovery 
fund, issuance of new debt to raise money for loans in case of energy-price 
spikes and new guidance on a fast-track approval of state subsidies (Reichlin 
2022)  
However, there is no quick fix, nor a miraculous solution to long term 
indebtness. Regardless of the models to address the debt imbalances, the 
strategies under discussion, the proposed reforms for the EU fiscal framework, 
debt reduction is eventually dependent on national authorities’ commitment to 
fiscal conformity, on the cooperation between the fiscal and monetary 
authorities to overcome shocks to the economy in the long-run and to 
accountability for balancing the present financing needs with the future burden 
on the next generation. 
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NOTES 
 
1. The opinions expressed in this paper reflect the personal viewpoint of the 

author and do not involve the institutions with which the author is 
affiliated. 

2. The purpose of this article is to analyse public data and information. All this 
information is available from public sources in a complete form and 
according to specified methodology and can be accessed and seen in the 
sources indicated for reference. Therefore, it is not in the scope of the article 
to reproduce tables and charts, but to use the relevant data to answer to 
questions about causes, effects, time, locations, impacts, costs, 
responsibilities, actions, benefits. 

3. This article focuses on a very specific subject (the aspects related to possible 
reforms of the EU economic framework and governance) and takes into 
account a multi-disciplinary approach (financial, economic, political as in 
policies, etc). Being a broad topic, it needs future observation, analysis and 
in-depth survey on all coordinates.  It remains open for further 
development. 
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Abstract: 
This paper intends to chart throughout history the foundation and 
transformations experienced by world fairs – starting with the first-ever 
international exposition in London in 1851, and continuing up until the present 
day, with the Dubai 2020 world exposition having been rescheduled to run from 
October 2021 until March 2022, in order to analyse the role of this type of large-
scale events. Special focus in this paper is on the Romanian participation at 
world fairs, starting from 1867 until today. 
In analysing the purpose and evolution of world exhibitions this study applies 
the theory of constructivism in order to explore the images that state project 
when they participate at this particular type of event. At the same time, the 
research examines world expositions as part and parcel of any state’s public 
diplomacy strategy for its own promotion on the global stage, as it contributes to 
national branding.  
In terms of methodology, for the purpose of research, this paper relies mainly on 
document analysis, both from open sources and from archives, those of the 
International Exhibitions Bureau (BIE) and the Romanian Ministry of Foreign 
Affairs. 
Regarding the focus of the analysis, and in order to offer a broader overview of 
this topic, some of the more famous world expositions from the past were 
selected and, in order to counterbalance, some of the more recent ones.  
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1.PREAMBLE 
 
Beginning with the first World Exhibition, organized and held in 1851 London 
and hosting roughly 6 million visitors1, up to and including the World 
Exhibition in Dubai (held actually between 1 October 2021- 31 March 2022, being 
postponed because of the Coronavirus pandemic), with more than 24 million 
visitors, world expositions have served as unique international platforms aimed 
at promoting the image of a country, showcasing its best, most innovative, and 
creative products.  
Created at first to promote industrial progress (the concept of the London Expo 
was “the Great Exhibition of the Works of Industry of all Nations”) and, of 
course, attract visitors to the host city, international expositions gradually 
developed their own central themes, attractive visuals, designs, and 
frameworks, which continued to impress years after the closing of the event 
itself. One such example is the Eiffel Tower, a monumental construction, built 
on the occasion of the Universal Exposition of 1889 that took place in Paris. This 
icon has now become, more than 100 years later, the most visited paid 
monument in the world.  
Similarly, having its own group of admirers, the Atomium was created for the 
1958 World Exhibition held in Brussels, having become a true symbol of the city 
many years after the event.  

 

1 More details on World Exhibitions, from Expo 1851 London to Expo 2020 Dubai are 
provided by the International Exhibitions Bureau (BIE), available here: https://www.bie-
paris.org/site/en/all-world-expos. 
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Another relevant landmark – this time in Asia – the Big-O in Yeosu, South 
Korea, was created for the 2012 International Exhibition; and it remains an 
attraction for visitors from around the world, with its own media show 
featuring water and fire as well as light and sound effects. 
These are just some of the most relevant exposition remnants that continue to 
captivate the public years after the closure of such amazing events. 
 
 
2.THEORETICAL PERSPECTIVES ON THE EMERGENCE 
AND ROLE OF INTERNATIONAL EXHIBITIONS 
2.1. A constructivist approach 
 
In this analysis of the role of international exhibitions and its evolution over 
time, one theory that fits the description is constructivism, as introduced by 
Nicholas Onuf in 1989, in connection with the name of Alexander Wendt, one of 
its most visible exponents today.  
As defined by Matthew Hoffmann, constructivism “…assumes a generic process 
of interaction between agents and social structures, rather than making 
assumptions about the ahistorical nature of particular constellations of actors or 
behavioral patterns. Specifically, mutual constitution of actors and their 
intersubjective context is the unexamined given in social constructivism…. 
World politics is conceived of as contingently unfolding through this given 
social process—world politics results from social construction” (2009, 241). 
Following Nicholas Onuf’s definition, “constructivism is a way of studying 
social relations-any kind of social relations. While it draws from a variety of 
other ways of studying such a broad and complex subject, it stands on its own as 
a system of concepts and propositions… Constructivism holds that people make 
society, and society makes people. This is a continuous, two-way process” 
(Kubalkova, Onuf and Paul 1998, 58-59). 
From this point of view, the meanings we attribute to the social world, including 
the international world, depend on the intersubjective understandings and 
expectations that we have regarding others, which are created by participating 
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in collective meanings and are the result of interactions between the agents, 
creating identities for us and the other (Wendt 1992, 397). 
From Matthew Hoffmann’s perspective, constructivism is a theory of process, 
being important in analysing how social life is socially constructed, through the 
interactions between actors and their social context (2009, 243-244). 
Jeffrey Checkel also adds to this view, considering that: “For constructivists, 
agents (states) and structures (global norms) are inter-acting; they are mutually 
constituted” (1998, 327-328). 
Nicholas Onuf also accentuates the importance of talk, of discourse, in creating 
the world and the reality we live in, as we are all part of, and participate in an 
intersubjective world. 
From this perspective, the social interactions between international actors, the 
states in this case, coordinated in an organized framework, for a definite 
timeframe (three to six months), by BIE – the official international institution in 
charge of world expos – contribute to the projection of an image of political, 
economic, and technological power by the respective states.  
Expositions offer one of the most important opportunities for bringing nations 
and countries together, for a specific period of time and space, thereby 
showcasing at a smaller level the state-to-state dynamics and interactions, taking 
into consideration that “the daily life of international politics is an on-going 
process of states taking identities in relation to Others, casting them into 
corresponding counter-identities, and playing out the result. These identities 
may be hard to change, but they are not carved in stone, and indeed sometimes 
are the only variable actors can manipulate in a situation. Managing this process 
is the basic practical problem of foreign policy, and its ethical dimension is the 
question of how we should treat the Other” (Wendt 1999, 21-22). 
International exhibitions are, by their very nature, based a great deal on the 
symbols and the meanings we attribute to different countries. In this context, a 
successful exhibit is defined by the way they showcase their capacity to 
innovate, how they promote an attractive image through their cultural and 
public diplomacy program, and through a display of political power, 
contributing to the construction and consolidation of state identities within the 
framework offered by this type of event. The main purpose of participating at 
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world expositions is to impress, demonstrating in a symbolic manifestation the 
superiority, the power, influence, and capacity that a state has at the 
international level. Participation contributes to promoting the national interest, 
defined by Wendt: “as the objective interests of state-society complexes, 
consisting of four needs: physical survival, autonomy, economic well-being, and 
collective self-esteem” (1999, 198). 
With ample communication instruments and strategies being put to use, 
international exhibitions have an incredible power to shape perceptions of 
nations and cultures, not least the image of the host country itself, by shaping 
and enhancing the nation’s image. 
 
 
2.2.Branding a country through world expositions 
 
Likewise, if one analyses the creation and development of these large-scale 
events – from the perspective that they serve the role of a public diplomacy tool 
for any state – it is relevant to mention here the concept of “soft power” as 
promoted by Joseph Nye. In his words, “traditionally the test of a great power 
was its strength in war. Today, however, the definition of power is losing its 
emphasis on military force and conquest that marked earlier eras. The factors of 
technology, education and economic growth are becoming more significant in 
international power, while geography, population, and raw materials are 
becoming somewhat less important” (Nye 1990, 154). 
In the multipolar world that we now live in, Nye realizes that the power of 
states lies “not in the resources, but in the ability to change the behavior of 
states” (1990, 155). 
Discussing about the changing nature of power, Nye makes the connection to 
public diplomacy by considering that the new trends in international relations 
“suggest a second, more attractive way of exercising power than traditional 
means. A state may achieve the outcomes it prefers in world politics because 
other states want to follow it or have agreed to a situation that produces such 
effects. In this sense, it is just as important to set the agenda and structure the 
situations in world politics as to get others to change in particular cases…This 
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second aspect of power – which occurs when one country gets other countries to 
want what it wants – might be called co-optive or soft power, in contrast with 
the hard or command power of ordering others to do what it wants” (1990, 166). 
Referring to what he defines as soft power, he mentions that “soft co-optive 
power is just as important as hard command power. If a state can make its 
power seem legitimate in the eyes of others, it will encounter less resistance to 
its wishes. If its culture and ideology are attractive, others will more willingly 
follow” (1990, 167). 
From this perspective, public diplomacy is one of the most important 
components of soft power.  
 
 
2.3.World expositions as public diplomacy instruments 
 
As defined by Snow, “Public diplomacy refers to statecraft activities and 
engagements beyond traditional diplomacy, predominantly cultural and 
informational, that are designed to inform, influence, and engage global publics 
in support of foreign policy objectives tied to national interests” (Snow 2020). 
From Snow’s perspective, some of the advantages that accrue to a country via its 
soft-power actions are related to its access to multiple communication channels 
that influence how it is presented in the global media, and when a country’s 
credibility is increased by its internal and international behaviour (Snow and 
Cull 2020, 5). 
Public diplomacy methods contribute to the efforts of nation branding by any 
given state, for the purpose of creating a favorable image for the relevant public 
(i.e., other states, international organizations, foreign public, etc.), which is very 
much the case of large-scale events such as these ones. 
From this perspective, as mentioned by Ilan Manor, “public diplomacy activities 
focus on the promotion of a nation’s cultural and intellectual achievements, as is 
evident in World Expos, the architectural design of new embassies, and 
networks of cultural institutions, such as the Institute Français” (2019, 183). 
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3.THE METHODOLOGICAL APPROACH  
 
As mentioned at the beginning of the paper, in order to offer a comprehensive 
overview of the subject of world expositions, this paper uses a qualitative 
methodology – focused on document analysis from public records, both from 
open sources (the official website and the websites dedicated to specific 
expositions) and from the archive of the International Exhibitions Bureau (BIE), 
the intergovernmental organization created in Paris in 1928 for the purpose of 
managing all international exhibitions.  
At the same time, for the purpose of corroborating the results and in order to 
accurately illustrate Romania’s participation at world fairs, this paper draws 
both on publicly available information on the official website and on those sites 
created especially for showcasing Romania’s participation at specific 
expositions; and on official documents from the archive of the Romanian 
Ministry of Foreign Affairs. 
Additionally, in order to obtain further background information so as to 
properly contextualize the study, papers and articles that addressed this topic 
were consulted. 
 
 
4.A BIT OF HISTORY 
 
Since their creation in 1851, International Expositions have helped to promote 
the latest technological discoveries and innovations of their time, as well as 
encourage world cooperation. At a time when countries were not accustomed to 
collaborating and to getting together under the same roof for various common 
goals, world expositions offered the perfect framework for attracting countries 
from all over the world – and uniting them under the umbrella of a shared idea 
or a general topic, in order to showcase their best innovative work and foster 
progress together.  
At the same time, Expositions offered a one-of-a-kind experience to the general 
public, attracting millions of visitors worldwide. From this perspective, world 
expositions represent major instruments used by any state as part of its public 
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diplomacy toolkit for national branding. In this respect, world fairs offer the 
perfect opportunity for promoting tourism and business for each country, 
including through the cultural program that any specific country organizes for 
the duration of an exposition. This program covers the celebration of the 
National Day1, probably the most visible event, as demonstrated by the 
extensive media coverage. 
In terms of architectural structure, world fairs have, from the very beginning, 
been used as an occasion for celebrating modernity and innovation – with each 
country’s pavilion being designed so as to showcase the very best that a country 
had to offer towards global technological progress. 
Ever since 1928, with the creation in Paris of the International Exhibitions 
Bureau (in French: Bureau International des Expositions/BIE) and the entering 
into force of the Convention Relating to International Exhibitions, it has been the 
responsibility of this intergovernmental organization to manage international 
exhibitions. In effect, this institution has served as the international sanctioning 
body in charge of all world fairs. 
Conventions and Bureaus aside, world fairs are quite interesting and 
entertaining. One hundred seventy years ago, such events were one of the very 
few opportunities for people to learn about the world around them. The general 
public would get to wonder at what it considered to be exotic treasures brought 
from across colonial empires, and marvel at the latest steam engines on display. 
Countries would showcase their own technological achievements through a 
kind of friendly competition and, in true spirit of those times, try to outshine 
each other, all the while projecting images of political power and international 
strength.  

 

1 Every country celebrates its so-called “national day” during the international 
exposition, on a chosen date which is different from the official national day. The former 
usually includes many cultural events, officials, and press delegations while also 
attracting a large number of visitors.  
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In order to analyse this phenomenon through the right lens, it should be borne 
in mind that, in 1851, a fair with two dozen pavilions would cover most of the 
known world (taking into consideration the colonial empires of the time). Those 
were the days when a 15-story building would be called a skyscraper and the 
elevator was an innovative (and dangerous) invention. Today, with over 190 
states existing across the globe, of which 170 are members of BIE, a world fair 
represents a serious business. No longer a village of two dozen huts, the fair has 
become a metropolis in its own right.  
Speaking of visitors, just for the sake of the example, during 1889 a respectable 
number of more than 32 million people visited the Paris fair, which represents 
almost half of the population of France today. Many were, unsurprisingly, 
French citizens – with some of them being quite upset about all of the noise and 
what they considered to be hideous buildings, such as the Eiffel Tower, which 
the fair had brought to their fair city.  
For a long time, the inherent difficulties of international travel, be they technical 
or political, meant that a world fair was, in many cases, a rather local event. 
Today, the number of visitors at a single world fair edition would easily 
populate a country. For instance, in 2010, Expo Shanghai broke all records with 
73 million visitors, according to the BIE site.  
In terms of innovation, countries compete during a World Exposition to display 
to the international public their best high-tech creations. To mention just some of 
the most interesting throughout history: the first telephone – and many years 
later the first cell phone, the microphone, diesel engines, the elevator, escalators, 
the commercial typewriter, Edison’s phonograph, a soft drink maker, a 
predecessor of the solar panel, the X-ray machine, the first live TV broadcast, etc. 
 
 
5.A TAXONOMY OF WORLD FAIRS 
 
As for the official definition and purpose of a World Expo, Article of 1the 
Protocol amending the Convention signed at Paris on the 22nd of November 
1928, relating to international exhibitions mentions that: “An exhibition is a 
display which, whatever its title, has as its principal purpose the education of 
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the public: it may exhibit the means at man’s disposal for meeting the needs of 
civilisation, or demonstrate the progress achieved in one or more branches of 
human endeavour, or show prospects for the future. An exhibition is 
international when more than one State takes part in it. “ 
As stated in Article 11 from the Paris Convention, the country organizing the 
exposition communicates through diplomatic channels - the ministries of foreign 
affairs - to other states on the organization of an expo; and often it is the ministry 
of foreign affairs, together with other official institutions, that coordinates the 
participation of its respective country at the exposition.  
At the same time, according to the Paris Convention (art. 12, 13, 17), every 
country participating at the exposition should appoint a Commissioner-General 
of the Exhibition, with that person being authorized to represent the 
government of that country in all matters concerning the exhibition. 
Another important aspect, according to the BIE rules, is the type of fair: 
international, specialized, horticultural expos and the Milan Triennial exhibition 
of Decorative Arts and Modern Architecture. Each type has a specific duration 
and frequency, on average lasting from three weeks to six months. 
The types that are of interest for this paper and are being analysed here are the 
world and specialized expositions. 
On the one hand, World Expos, officially named International Registered 
Exhibitions, take place every five years, last up to six months, and are not 
limited in size; participants (countries and international organizations) can build 
their own pavilion, while the general theme has to be of universal concern. 
On the other hand, Specialised Expos, officially titled International Recognised 
Exhibitions, are organized between two consecutive World Expos. According to 
Article 4 of the Paris Convention, they are limited to 25 ha, can last up to 3 
months, and are centered around a narrow theme; with the hosts providing 
participants with space inside a pavilion. They were created in order to limit the 
organizational expenses on the part of hosts and participant countries.  
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6.HOW DID WORLD EXPOS COME INTO EXISTENCE? 
 
Major economic and cultural events, world fairs first developed at the dawn of 
the industrial revolution, just as cities boomed in population, thereby offering 
one of the best opportunities for promoting the respective city and attracting 
visitors and buyers from abroad. At the beginning, their main purpose was 
promoting national products, showcasing industrial progress, and praising the 
image of the large nation state. Later in history, they acquired an important 
cultural and educational mission, while gaining an incredible ability to attract 
the public from all over the world with the new technological and 
communication developments (railways, airplanes, etc.) which allowed for 
faster transportation to the fair. 
It is surely no surprise that for more than 100 years since the first world expo 
took place, Europe – especially France and Belgium – has been the favored 
continent for host such type of events. 
Though their initial role was one of promoting industry, world exhibitions have 
since become a means of seeking rapprochement and sharing knowledge 
amongst states; as well as a space for collaboration in promoting the latest 
technological developments, where states contribute to general societal 
progress. 
Nowadays, with the exception of the Olympic Games, only world fairs have the 
capacity to bring, under the same roof, representatives from so many states, and 
such an impressive number of visitors. 
 
 
7.DEVELOPING A CONCEPT FOR THE THEME OF THE 
EXPOSITION 
 
The general theme of any exposition is at the very core of the event. From “the 
Industry of all Nations” theme at the 1851 Expo London all the way to the 
“Connecting Minds, Creating the Future” theme at the 2020 Expo Dubai, ideas 
promoted by the participating national pavilions at an exposition are usually 
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generated via a national brainstorming process – bringing together various 
experts, representatives from academia, civil society, media, etc. 
Considering the focus of the themes chosen for the most recent world 
expositions and the official information provided by BIE it results that, over 
time, the main objective behind modern world fairs developed into addressing 
global challenges, with a focus on the idea of sustainability, very much in line 
with the UN Sustainable Development Agenda1. Particular interest and special 
attention are given to respecting nature and the environment and promoting 
national solutions so as to properly address the fundamental global challenges 
in today’s interconnected world. 
At the same time, the strong emphasis on innovative architecture and the latest 
technology used in designing and organizing the host site; the state-of-the-art 
interactive exhibitions that every pavilion is trying to promote; the interesting 
and entertaining cultural program in place for the whole duration of the 
exposition, all generate a very engaging and attractive experience for visitors 
worldwide. 
All such ideas centered around the theme of the exposition are usually gathered 
at the end of the event in a policy document. This declaration is the result of 
dialogue between the countries and international organizations that participate 
at this large-scale event. 
 
 
8.ACROSS TIME - WORLD FAIRS TO REMEMBER 
 
London 1851 
The first-ever international exhibition was hosted by London in Hyde Park in a 
custom-built Crystal Palace, between May and October 1851. It was dedicated to 
industrialization, titled “The Great Exhibition of the Works of Industry of all 
Nations”. 

 

1 More information on the “UN Sustainable Development Agenda” on the UN site, 
accessed on 26 November 2021, available here: 
https://www.un.org/sustainabledevelopment/development-agenda/  
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On the role of the world expo, Patrick Beaver mentions that: “Industrial 
exhibitions were the natural outcome of the Industrial Revolution. The 
enormous increase of manufactured goods that followed the harnessing of 
steam-power brought about the problems of mass marketing and the need for 
national shop windows… For centuries Europe had worshipped the sword. 
Here was an opportunity to exalt the creative rather than the destructive, 
through the presentation of the quiet industry of the craftsman” (2001, 12). 
According to Jeffrey Auerbach, given the success of trade fairs and regional 
markets, some European countries already contemplated the idea of organizing 
large-scale exhibitions years before the world exposition in London took place. 
Referring to the specific atmosphere, Auerbach writes that “these fairs were 
extraordinary gatherings, mobilizing the inhabitants and economies of entire 
regions. There was entertainment in the form of plays, jugglers, and fortune-
tellers; there were processions and displays of power and authority; and, of 
course, there were economic exchanges, settling of accounts and display of new 
products, combining business and pleasure” (1999, 12). 
Following the French model of national exhibitions – its main economic 
competitor – and successfully resolving the tension between nationalism and 
internationalism, Great Britain used its position as “the first industrial nation” in 
order to organize the first world exposition. One of the main reasons for 
deciding to hold an international exhibition was the anticipation of an influx of 
visitors to London. At the same time, Britain needed to develop a bigger 
platform for displaying its products, in order to attract foreign investors and 
consumers as well as promote its British identity.  
Communicating the idea to the British people, “the organizers promoted the 
exhibition as a tribute to peace, progress, and prosperity; to social integration, to 
internationalism, to voluntarism, and to laissez-faire economics” (Auerbach 
1999, 230). As expected, according to papers of that time, the idea was first 
received with objections from London citizens, who were scared of the possible 
health epidemics that the large number of foreign tourists might bring. 
Nevertheless, the exposition had great success and has remained in history as 
one of the most amazing experiences of that time. 
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Paris 1937 
One of the most successful expositions of its time, it took place from May to 
November 1937 in Paris, France. It was organized under the theme of “Arts and 
Technology in Modern Life” and attracted more than 31 million tourists. The 
exposition’s scope included contemporary science, industry, commerce, and art; 
it was held in the Place de Trocadero all the way to Champs-de-Mars, which 
included the Eiffel Tower. 
France had chosen that year in order to celebrate the memory of the most 
profound idea to which it gave birth, i.e. three hundred years since the famous 
Discours sur la Méthode / Discourse on Method by Descartes first appeared.  
As mentioned in the event’s brochure, “its object is to constitute a manifestation 
of concord and peace, striving to increase among peoples not only economic 
exchanges, but also the exchange of ideas and sympathies…. It will therefore 
establish the result of the universal civilization” (Georges, 1). 
 
New York City 1939-1940 
Organized at a very delicate moment in time, after the 1929 stock market crash 
and at the beginning of World War II, New York city’s World’s Fair, dedicated 
to Building the “World of Tomorrow”, was also important for celebrating the 
150th anniversary of George Washington's inauguration as President of the 
United States. It had an important impact on the transformation of the city while 
preparing to host the expo. 
The difficult international environment acted as a limit on foreign participation, 
under the effects of World War II. Some states did not continue participating at 
the exposition during the year 1940, while the Soviet Union withdrew from the 
exposition (Weglein, Scheir, Peterson, Malsbury and Schwartz 2008). 
Regardless, with approximately 45 million visitors, it was one of the most 
remarkable expositions ever organized in the United States.  
 
Brussels 1958 
The Brussels 1958 World Exhibition took place from April to October, under the 
heading of “A World View: A New Humanism”. Symbolically, this world 
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exposition in Brussels – recently elected as capital of the European Economic 
Community – was the first one to be organized after the end of World War II. 
Regarding the theme of the exposition, “taking into account that Belgium, at the 
crossroads of history and the great currents of Western civilization, is also at a 
geographical crossroads open to all exchanges, the promoters of the Exhibition 
wanted the themes to be also realistic, as possible” (Lambilliotte 1961, 19). 
The 1954 message from the General Commissary of the Government, Baron 
Moens de Fernig, focusing on the idea of international interdependence and 
solidarity, seems relevant even today1: “Global collaboration is becoming an 
obligation… The first task of the Brussels Exhibition will therefore be to increase 
the opportunities and means of such knowledge. This will cover all aspects of 
human activity – the Exhibition is universal – on religious, moral, philosophical 
questions, on everything that touches on the scientific, artistic, economic and 
social progress of our time… Our generation has the duty to be concerned with 
the problems posed by the demographic growth, which will multiply 
considerably in a few decades, the population of the planet. It is imperative to 
meet the needs of this increased population.” 
For an illustration of the great power politics of that time, which very much 
reflects the theory of constructivism, one only needs to read a guide found in 
today’s Atomium museum and on its official site: “With its national and 
commercial pavilions, Expo 58 literally presented a state of the world. Despite 
its message of peace and fraternity among nations, the great celebration of 58 
was not spared Cold War tensions. At the foot of the Atomium, the Soviet Union 
(now Russia and the other Central European countries) and the United States of 
American mocked each other in a symbolic confrontation. Both attracted a 
curious and seduced crowd, the Soviet pavilion, with Sputnik at the centre, the 
first satellite in space, showcased the achievements of the communist society. 

 

1 Archives of the Romanian Ministry of Foreign Affairs, Fond Brussels 1958, Vol. 687, 
message from the General Commissary of the Government, Baron Moens de Fernig to 
the Brussels Expo 1958, part of the official brochure dedicated to EXPO 1958. 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

144  Continuity and Change in European Governance 
 

Opposite, the American pavilion summarised the American Dream, consumer 
society and a certain comfort in life…” 1 
 
 
9.ROMANIA’S PARTICIPATION AT WORLD EXPOSITIONS 
 
Romania first participated at a world exposition during the 1867 Paris world 
exposition, and is one of the founding members of BIE.2 It first joined the BIE 
Executive Committee in 2005. 
Official information on Romania’s participation at world expositions is provided 
by the Romanian Ministry of Foreign Affairs on its site or from its archives, as 
this institution was charged with organizing Romania’s pavilion for this type of 
event, or otherwise providing services to the organizing Romanian institution. 
Similar to many other countries, Romania's participation at international 
expositions has always had a significant public diplomacy component, followed 
by economic diplomacy. As mentioned by the Romanian MFA, the main 
purpose behind participating was to present a real and authentic picture of the 
country, by promoting Romania’s cultural, historical, and innovative heritage. 
As for the main purpose of participating at this type of event, the appeal made 
by the general commissioner of the Romanian pavilion at the 1937 Paris 
exposition –  shortly after the Great Union of 1918 and after the traumatic 
experience of the First World War, when the main purpose behind taking part at 
this type of exposition was promoting the national identity of Romania as a 
sovereign state –  reflects the political relevance of participating: “…All the 
peoples hasten to be present at this commemoration and each to overtake the 
other. It is, for them, a welcome opportunity to meet and to get closer… 

 

1 From the Atomium official site, accessed on 24 January 2022, available here: 
https://atomium.be/expo58 . 
2More details on Romania’s participation at World Expo are provided by the Romanian 
MFA, available here: https://romaniaexpo2020.ro/expozitia/?lang=en#romania-la-world-
expo; Istoricul participării României la expoziţii mondiale în perioada 1867-1937 | 
Ministry of Foreign Affairs (mae.ro). 
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Romania's participation in the International Exhibition in Paris in 1937 is a 
serious test for us, post-war Romania must prove that it constitutes here, in the 
East, in its new form a creative power of value, worthy of measuring itself with 
all other peoples. The stranger awaits us and we must awaken confidence and 
appreciation there.”1 
From the angle of public diplomacy, presenting a country’s most interesting and 
appealing products, including its cuisine2, was imperative when participating at 
a world exposition, including for Romania.  
At the same time, the cultural program organized for the duration of the 
exposition also represented an opportunity for promoting any given country 
abroad. 
 
 
10.THE MOST RECENT WORLD EXPOSITIONS 
 
As for Romania’s participation at the most recent World Expositions, the 
country has always sought to promote a picture of modernity, ever since the 
main purpose of modern expositions became national branding. This has meant 
highlighting innovation, interest in United Nations agenda topics, as well as its 
support of international collaboration at regional and international levels. 
 
Shanghai 2010 
The general theme of the expo was “Better City, Better Life”. 
The central theme of the Romanian pavilion was Greenopolis “Green Mega 
Polis”, symbolized by a fruit – the apple – symbolizing health, knowledge, 
freshness, temptation, eternity, and regeneration. The outdoor space was 
integrated inside and featured the main elements found in nature (the meadow, 
the hill, rivers, grass).  

 

1 Archives of the Romanian Ministry of Foreign Affairs, Fond Paris 1920-1944, 
International expo in Paris from 1937, Vol. 287, Appel du Commissaire Générale du 
Pavillon Roumain, p.4. 
2 Every pavilion featured a restaurant packed with national, traditional dishes. 
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The apple structure was divided into two sections: the main body from which a 
slice of the secondary body emerged. The interior architectural design offered a 
generous multifunctional space, organized on 5 levels, with access to 
Greenopolis via a natural route that allowed access to all the modules. 
For the whole duration of the exhibition, which attracted a record number of at 
least 73 million people, the Romanian pavilion organized numerous cultural 
events. These included art exhibitions, design and multimedia events, as well as 
seminars and conferences focused on the development of economic, scientific, 
touristic exchanges. 
 
Expo Yeosu 2012 
The general theme of this specialized exposition was “The Living Ocean and 
Coast”. 
The Romanian Ministry of Foreign Affairs, as coordinator of Romania's 
participation at EXPO 2012, imagined the pavilion as a trip through the Danube 
Delta, with visitors having access to interactive information on tourism as well 
as economic and cultural opportunities. The state-of-the-art architectural design, 
based on innovative technologies – such as augmented reality or Kinect 
applications – made the Romanian pavilion particularly attractive to the public. 
 
Expo Milano 2015 
The general theme of this international exposition was “Feeding the Planet, 
Energy for Life”. 
The Romanian pavilion was built around the slogan of “In Harmony with 
Nature”. Its message was that of a country in which space creates harmony 
between nature and humanity; that of a welcoming house in harmony with the 
elements of nature; and that of a modern home with a lot of creative potential. 
Given this interpretation, the pavilion was a modern take on a traditional 
Romanian house. Built mainly of glass and wood, the pavilion’s roof was made 
of reeds, with a plant garden upstairs around a traditional Romanian restaurant. 
Images of Romania were shown through interactive video content, showcasing 
sustainable agriculture and the preservation of Romanian traditions. Visitors 
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were also presented with visuals of biodiversity, protected nature, rich harvests 
of fruits and vegetables, and picturesque landscapes. 
 
Expo Astana 2017 
This was a specialized exposition, created under the theme of “Future Energy”.  
The Romanian pavilion was developed under the heading of “Energy of Light – 
A Journey into the Future”. The central element was the presentation of the ELI-
NP project, implemented by the National Institute of Physics and Nuclear 
Engineering – Horia Hulubei (IFIN-HH), from Măgurele. 
The Romanian pavilion highlighted Romania's contribution to European and 
international scientific and technological research, with an emphasis on 
Romanian innovation. The visitor was invited to discover what Romania means: 
from its geographical position, traditions, culture, and history, all the way to 
technological research, innovation, and its human potential. The pavilion also 
contributed to shaping Romania's profile as a future-oriented country 
characterized by energy and optimism. 
 
Expo Dubai 2020 
This was the first world expo organized in the Middle East. The general theme 
of the exposition was “Connecting Minds, Creating the Future”.  
Romania participated with a pavilion developed around the concept of “New 
Nature”, suggesting the idea of the fragile balance between nature and 
technology and intending to bring public attention to the cultural and scientific 
history of Romania's relationship to nature. At the same time, the pavilion was 
highly interactive, offering numerous opportunities for visitors to connect, 
through digital tools and applications, with Romania's diverse natural and 
cultural heritage. 
Romania’s participation at Expo 2020 Dubai was structured around three pillars: 
technology, environment, and culture. The goal was to demonstrate the close 
relationship between humanity and nature, a relationship that promotes 
sustainable economic development and scientific innovation. The pavilion 
symbolically illustrated the works of Romanian creators in the fields of art and 
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scientific research, such as Constantin Brâncuși, George Enescu, Grigore Antipa 
and Nicholas Georgescu-Roegen.  
 
 
11.CONCLUSIONS 
 
World expositions are unique global events which have evolved over time in 
terms of role and content from stimulating industrial progress and commerce to 
promoting innovation with an emphasis on addressing global challenges. From 
this perspective their main purpose today, as mentioned by BIE, is the bringing 
together of the best and most innovative products that countries around the 
world have to offer, all centered around one theme of global interest with a 
focus on sustainability. 
Examining the evolution of world expositions through the analysis of official 
documents both from the sites and the archives of the International Exhibitions 
Bureau/BIE and of those of the Romanian Ministry of Foreign Affairs, including 
diplomatic correspondence, we find that they have long played a significant role 
in the public diplomacy campaigns, developing innovating communication tools 
through their soft power capability, by promoting an innovative and modern 
image of those states on the international arena.  
Starting with the first great exhibition organized in London in 1851, with 25 
participating states, which had as its main purpose the promotion of industry in 
order to attract consumers, up to and including the most recent and current one, 
hosted by Dubai, with 192 participating states, world expositions have become 
global events connecting various cultures. Initially organized in Europe at the 
initiative of a host country/city, as it is the case of the original expos, later 
hosted by large cities all over the world, after being elected as a host country, 
following the BIE procedure. 
They present the most modern and innovative national products from various 
fields – economic, cultural, political, etc. – in order to attract tourists from 
around the world and make use of public diplomacy tools in order to promote 
their respective countries. 



EUROPOLITY, vol. 16, no. 1, 2022 
 
 

 
 
 

 
 
 

149  Continuity and Change in European Governance 
 

At the same time, international exhibitions represent a unique type of event, 
combining entertainment with public diplomacy so as to offer the international 
public a one-of-a-kind experience, both enjoyable and educational.  
For the countries and cities hosting this type of event it represents an 
exceptional opportunity to develop, by using the process of creating the 
necessary exhibition infrastructure, attracting tourists and raising the country’s 
international profile. This is the reason for the growing number of candidate 
countries looking to host future expositions, not to mention the ever more 
demanding competition among the candidate cities looking to outbid each other 
for the prize of being the future host. 
For the purpose of this article, reference to constructivism was established, 
mentioning also public diplomacy as a tool of national branding. This was 
illustrated by referring to some of the most important world exhibitions in 
history and using Romania as the prime example of state participation at 
international expositions. Its own experience can help to better explain both the 
attraction by the international public to expositions in general, and the interest 
shown from countries worldwide for hosting future expositions.  
No matter which lens one applies for analysing them, world expositions remain 
a magical, entertaining destination for visitors. More importantly, these 
expositions are a most valuable opportunity for countries to showcase their 
modern technologies, and promote their national brand by highlighting only 
their very best economic, cultural, touristic attractions to the interested public.  
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	State and regional programs of regional development of territories of low developmental capacity are considered as new instruments for overcoming the depressiveness of territories, which means the need to substantiate methodological principles of this...
	4. ORIENTATION OF REGIONAL DEVELOPMENT STRATEGIES
	The State Strategy of Regional Development for the period of 2021-2027, developed in compliance with the Sustainable Development Goals of Ukraine until 2030, approved by the Decree of the President of Ukraine dated 30 September, 2019 No. 722, determin...
	For the period of validity of the State Strategy for Regional Development of Ukraine, i.e. 2021-2027, each region of Ukraine has approved its own regional development strategy (MinRegion 2020). However, only a few regional strategies (Donetsk, Kharkiv...
	– ensuring openness, safety, vitality and environmental stability of cities and other settlements (all regions);
	– creation of sustainable infrastructure, promotion of comprehensive and steady industrialization and innovation (an overwhelming majority of regions);
	– promotion of sustainable economic growth, full productive employment and decent work for all (Donetsk, Zhytomyr, Kirovohrad, Mykolaiv, Rivne, Chernivtsi regions);
	– provision of high-quality education (Volyn, Dnipropetrovsk, Transcarpathian, Kyiv region, the city of Kyiv);
	– promotion of sustainable development of agriculture (Zhytomyr, Kherson, Cherkasy and Chernihiv regions);
	– building of a peaceful society in the interests of sustainable development; creation of effective, accountable and participative institutions (Vinnytsia, Donetsk, Luhansk, Kharkiv regions).
	According to the strategic priorities Ukrainian regional and local authorities must develop effective measures to address socially significant issues of sustainable development, including for overcoming the degradation of urban areas.
	The sustainable development of cities and communities are affected by the measures for revitalizing territories, in particular those taken to revitalize the economy of the territories in the northern part of Kyiv region which suffered as a result of t...
	Along with this, a new direction in urban policy is developing – strategic planning of integrated development of territories. Within the framework of the Project “Municipal Development and Rehabilitation of the Old Part of Lviv”, which was carried out...
	The experience of strategic integrated planning of territorial development is important for the formation of policies of urban revitalization in Ukraine, since it addresses spatial, economic, social and environmental goals. Alongside with application ...
	It should be noted that strategic planning of regional development based on the Sustainable Development Goals and the integrated approach to territorial development creates an effective basis for the revival of degraded areas. At the same time, as a r...
	5. CONCLUSIONS
	Summing up the analysis of the formation of the regulatory and legal framework for revitalization of degraded territories in Ukraine, it is necessary to emphasize the basic characteristics of this process.
	1. The initiative of public support of territories that are in crisis belongs to the state; it was implemented in the early 2000s. Legislative settlement of issues pertinent to overcoming depressiveness of territories is associated with the adoption o...
	2. In the course of further evolution of state regional policy, primarily as a result of the adoption of the Law of Ukraine “On the Fundamentals of State Regional Policy” and approval of the State Regional Development Strategy for the period of 2021-2...
	3. Regional development strategies are largely aimed at achieving Sustainable Development Goals, in the first place Goal 11 “Sustainable development of cities and communities”, which can be traced in the strategic provisions of the development of all ...
	The policy of city revitalization, being based on the regulations existing in Ukraine, can develop slowly at the expense of local initiatives. Rapid changes in this field are only possible, in case policies for revitalizing degraded urban territories ...
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	The macro-financial stability function is exerted within the European Systemic Risk Board (ESRB), that reunites ECB, ESMA, EIOPA and other relevant representatives at EU level. However, although the essential purpose of reforming the EU financial arch...
	Reaping positive results from the 2016 – 2019 period that led to a fiscal consolidation, marked by a decrease in public deficits in most of the member states and in the sovereign debts, as well as a strengthening of the financial sector, the EU had a ...
	In March 2020, the coronavirus pandemic resulted in a severe economic downturn and the European Commission decided the activation of the general escape clause of the SGP. However, the activated general escape clause does not suspend the procedures of ...
	At the same time, more costs are involved to tackle down the coronavirus pandemic and some advanced economies of the EU are also part of G20 and global initiatives to provide support to other countries in need, resulting eventually in debt growth. Con...
	2. RATIONALE FOR THE LINKAGES BETWEEN THE SOVEREIGN DEBT AND THE CURRENT POLICY ISSUES
	Unlike in the context of the Global Financial Crisis (GFC) after 2008, when deteriorating asset quality of banks’ portfolios and the tightening of the financial markets financing conditions led to public finance support to the aid of the financial pri...
	The economic and monetary union has been founded on the principle of monetary dominance (Schnabel 2020), but the sovereign debt nexus and the unconventional monetary policy measures that have been adopted, mainly the implementation of quantitative eas...
	Fiscal policy measures can influence the aggregate demand, leading to changes in Gross Domestic Product (GDP) and the prices in an economy, even if the change in prices might be temporary (Krugman 2021) or more persistent (Summers 2021). Furthermore, ...
	The literature on debt led economic growth and the demand for sovereign debt analyses also the sustainability of sovereign debt and the sovereign’s capacity for repayment. Modigliani (1961), Diamond (1965) and Phelps and Shell (1969) suggested that th...
	Fiscal measures have been conducive in an effective way at jumpstarting inflation, in a context when monetary measures’ efficiency have proven to be weak when interest rates are persistently low at around the zero lower bound (ZLB), yet it remains to ...
	According to the ECB’s Financial Stability Review from November 2021:
	“The ongoing economic recovery has also helped debt-to-GDP ratios to stabilise. The transition from blanket fiscal support to more targeted measures, coupled with the gradual exit from support schemes, has reduced strains on public finances. The posit...
	“The ongoing economic recovery has also helped debt-to-GDP ratios to stabilise. The transition from blanket fiscal support to more targeted measures, coupled with the gradual exit from support schemes, has reduced strains on public finances. The posit...
	In November 2020, the ECB’s Financial Stability Review stated:
	“Rising sovereign debt in the wake of the pandemic has renewed concerns about the euro area sovereign-bank nexus ‒ a major amplifier in the euro area sovereign debt crisis. [...] the pandemic and the fiscal measures to support the economy that followe...
	“Rising sovereign debt in the wake of the pandemic has renewed concerns about the euro area sovereign-bank nexus ‒ a major amplifier in the euro area sovereign debt crisis. [...] the pandemic and the fiscal measures to support the economy that followe...
	In the EA, in February 2022, the inflation rate reached 5.9 per cent YoY, while for EU, the inflation rate stood at 6.2 per cent for the same time horizon (Eurostat, 2022), the highest value at that point since the common eurocurrency has been launche...
	3. CURRENT CHALLENGES FOR THE FISCAL POLICIES
	The EA budget deficit increased from 0.6 per cent of GDP in 2019 to 7.2 per cent of GDP in 2020 while in the EU, the average budget deficit increased from 0.5 per cent of GDP to 6.9 per cent of GDP for the same period of time. The fiscal deficits and ...
	In the volatile geopolitical context in the first half of 2022, the European Commission evaluated and announced on May 23, 2022 that the general escape clause under the Stability and Growth Pact shall be kept into force until 2023 it shall be reinstat...
	Initially, in February 2020, European Commission has initiated a review process of the SGP, but was soon put on hold after the coronavirus pandemic outbroke. On October 19, 2021, the process of reviewing SGP has been restarted, but Russia’s invasion i...
	The 2022 European Semester Spring Package for 2022 released by the European Commission is providing guidance to member states, while the Spring Economic Forecast projections for 2022 (European Commission 2022) expects the economic growth to continue t...
	On March 2, 2022, European Commission has published its most recent fiscal guidance for member states, on the conduct of fiscal policy in 2023 to foster stability and convergence. The key messages are pertaining to continued strong coordination of eco...
	As of May 2022, under the Article 126 (3) of the TFEU, the European Commission issued a report on compliance with the deficit and debt criteria of the Treaty for 18 member states, while under the 2022 in-depth reviews, an analysis of fiscal imbalances...
	Earlier, EU commissioner Paolo Gentiloni stated on March 2, 2022: “The powerful fiscal support provided during the pandemic has led to higher debt levels […] These challenges make it all the more essential to have a transparent and effective fiscal fr...
	However, taking into account the past approach in the context of the global financial crisis of 2008-2009 and the crisis of the sovereign-debt nexus in 2011-2015, fiscal policy had a lesser role in downturns when it is most needed, while at the same t...
	A brief outline of the sovereign-bank nexus explains why the ECB’s monetary policy remained “the only game in town” to support economic recovery in the EA. In a financial crisis, the banking system is confronted to asset quality deterioration and eros...
	4. CONSIDERATIONS ON THE DEBT-LED ECONOMIC GROWTH AND POSSIBLE APPROACHES
	On April 23, 2020, EU first discussed the establishment of an EU recovery to respond and address the negative effects triggered by the coronavirus crisis. The European Commission suggested a new program of EU funds in addition to the Multiannual Finan...
	In addition to the supra-national effort, the EU member states allocated between April 2020 and October 2021 2,157 billion in fiscal measures (IMF, 2021), but the financial amount of various measures have been significantly revised over time. The over...
	The differences in fiscal support among the EU member states reflected the discretionary measures taken during the crisis and the various automatic stabilisers deployed, that weakened the fiscal position and lead to a deterioration of the fiscal balan...
	The implementation of the EU’s Recovery and Resilience Fund (RRF) represents an opportunity for EU countries to address the needed structural reforms, benefiting from the temporary suspension of SGP. Nonetheless, the moment is seen as an occasion for ...
	National budgets came under stress as central banks started a process of monetary tightening, with the risks of a de-balanced interplay between the fiscal and monetary policy (ECB 2021). In case the fiscal expansion might not be sustained by future na...
	The divergent economic growth between advanced economies globally and the emerging markets is further reflected in the most recent estimates released in April 2022, while the economic growth is slowing down to 3.6% this year (-0.8 pp compared to previ...
	For the EU economies, under such circumstances, is therefore essential to absorb the EU funds available through the Next Generation EU and the regular EU funds as fast and fully as possible, in order to channel the capital into growth-enhancing invest...
	The general consensus among economists is that secular stagnation is marked by a decline in neutral interest rates (i.e., the rates consistent with full employment) reflects a long-term weakness in private demand as the premises favour a strong saving...
	Neutral rates interplay with the fiscal policy measures. During the phases of fiscal expansion aggregate demand increases, leading to higher levels for the neutral rates r* and eventually to an increase in real interest rates on the markets. Given the...
	Debt sustainability depends on the evolution of primary budget balances, on the real interest rates, and economic growth rate, but also on the fiscal governance and fiscal strategy (Gottschalk 2014). The simple fiscal rules enshrined in the Maastricht...
	5. CHOICES TO FINANCE THE FISCAL BUDGETS
	Fiscal governance, conformity to rules and convergence ensured via sound procedures for budgetary executions ensure sound public finances and a long-term view oriented towards sustainability and inclusive growth. Government budgetary revenues and expe...
	In a context marked prominently by high inflationary pressures due to global commodities supply-side shocks (especially for fossil fuels and agri-food products) and expansionary fiscal policies, a consistent and coherent approach to strengthen the fis...
	The implications of the geostrategic situation in Ukraine have a direct impact on the EU fiscal policies of member states, from the viewpoint of offsetting the negative social effects. It is paramount to determine the fiscal space available for resort...
	6. VIEWPOINTS OF THE INTERNATIONAL FINANCIAL INSTITUTIONS REGARDING PUBLIC DEBT SUSTAINABILITY
	The debt sustainability analysis requires a long-term view and a cumulative set of factors of monetary and fiscal nature intertwined. Over the past 20 years however, the central banks independence consolidated and the public spending under the constra...
	Debt sustainability is an elusive concept. Debt sustainability involves the ability of the borrowers to repay the financial obligation at maturity, in the present as well as in the future (IMF 2020 and World Bank 2020), but it actually implies an anal...
	Today, weaker growth prospects (IMF 2022 and World Bank 2022), a more limited fiscal space (IMF 2022) and higher debt refinancing risks under a greater macroeconomic volatility affect the fiscal strength and the central banks’ balance sheets increasin...
	Based on past experiences, the following assertion reflects how the ratings have an impact on the financial system and on the economy of a country:
	“a common feature of debt crises has been a sudden jump in debt levels, often driven by large exchange rate depreciations in countries with foreign currency debt, and governments’ assumption of so-called contingent liabilities amassed by state-owned e...
	“a common feature of debt crises has been a sudden jump in debt levels, often driven by large exchange rate depreciations in countries with foreign currency debt, and governments’ assumption of so-called contingent liabilities amassed by state-owned e...
	Given the current complexities of the financial systems globally, as well as for the EU countries, the French president and the Italian prime minister (Macron and Draghi 2021) appealed publicly for reforming the EU fiscal rules:
	“we will need a framework that is credible, transparent and capable of contributing to our collective ambition for a stronger, more sustainable and fairer Europe. There is no doubt that we must bring down our levels of indebtedness. But we cannot expe...
	“we will need a framework that is credible, transparent and capable of contributing to our collective ambition for a stronger, more sustainable and fairer Europe. There is no doubt that we must bring down our levels of indebtedness. But we cannot expe...
	The European Commission has launched a public consultation on the future of the EU economic governance “on how to ensure sustainable public finances, prevent and correct macroeconomic imbalances, simplify existing rules, and improve their transparency...
	In the past, authorities resorted to various degrees of temporarily countercyclical fiscal policies to lower the debt pressures via conventional tools, such as advancing investments to stimulate economic growth, reforming the recurrent expenditures fr...
	The proposal to reconciliate the financial market discipline of the fiscal policies in the EU with the need to raise funding while keeping the debt sustainability is not new. In fact, under an incomplete Banking Union and an incipient Capital Markets ...
	The general escape clause activation under SGP has deferred several times and for several years the compliance of fiscal authorities with the EU fiscal rules, however it should be re-enacted. Meanwhile, to my view, the EU countries should attempt to c...
	7. OPTIONS FOR CHANGES TO THE EU FISCAL FRAMEWORK
	My assumptions are that the fiscal policies shall be kept at national level and that debt sustainability should prevail over the debt constraints approach, however the EU fiscal framework should continue to be rules-based, but with a more detailed vie...
	Options for reform include capping the expenditures based on the economic growth dynamics (Feld, Schmidt, Schnabel and Wieland 2018), reviewing the percentages deemed “fiscal rules” to various new levels (Regling 2022) and by various means including M...
	Still, under Article 123 and Article 125 (TFEU), debt monetization is prohibited, to safeguard the central bank’s independence and prevent pressures from states with weak fiscal situation to ask for using the monetary policy in order to prevent a defa...
	One problem for the central banks’ balance sheets exposures is that these financial instruments are rated to reflect risks associated, by the rating agencies. These specialized agencies and their risk models have come under scrutiny over various finan...
	“the Eurosystem credit assessment framework (ECAF) defines the procedures, rules and techniques which ensure that the Eurosystem’s requirement for high credit standards is met for all eligible assets. The details of the ECAF have been published in Tit...
	“the Eurosystem credit assessment framework (ECAF) defines the procedures, rules and techniques which ensure that the Eurosystem’s requirement for high credit standards is met for all eligible assets. The details of the ECAF have been published in Tit...
	The EU fiscal framework after the COVID-19 pandemic has been supplemented with a new dimension – an insurance for exceptional events, that has come under the form of EU funds in addition to the EU budget – the creation of Next Generation EU program, p...
	To my view, the long-term debt growth and management for EU countries could fall under several constraints: prevent excessive debt growth while at the same time benefit from favourable conditions (when they are present in the financial markets) allowi...
	Debt dynamics over time could be seen on a trajectory that prevents its excessive growth, via a formula of the following outline, similar to other comparable views in the academia (Scheuermeyer, 2021):
	Debt Growth (YoY) = {[(yt-gt)/(1+gt)]*Dt-1 – GGBt-1} / GDPt-1 < gt, where:
	t = the current year
	yt = average yields for the sovereign member state
	gt = economic growth rate for the sovereign member state
	Dt-1 = debt level for the sovereign member state at the end of the previous year
	GGBt-1 = general government budgetary balance for the sovereign member state at the end of the previous year
	GDPt-1 = Gross Domestic Product for the sovereign member state at the end of the previous year
	To my view, the debt-to-GDP limit should be kept at 60%, although there is a risk for the member states to agree on raising this level to reflect “a new normal” where most of the countries are indebted above this threshold, since this is the current r...
	Considering the above-mentioned aspects, on a positive view, when the yields curve is lower than the rate of economic growth and the country has a balanced or even a positive general government budgetary balance, taking on more debt for public investm...
	Such an approach would not require changes to the Maastricht Treaty and would build on the reformed framework of SGP. Although the fiscal criteria are expressed in Article 126 of the TFEU, the actual values of 3% and 60% are specified in the Protocol ...
	Keeping specific numerical fiscal objectives for the budget deficit and the public debt has its benefits. The member states are already accustomed to these numbers, calibrate the fiscal policies taking guidance from the European Commission and those a...
	A more complicated approach would entail creating a European Debt Agency and a split of the debt-to-GDP into a slow adjusting part and another fast-adjusting part (in excess of 60%) that should be decreased. The rate of decrease for the components sho...
	From a central bank’s perspective, new research on reforming the EU fiscal frame builds on the European Fiscal Board’s proposal, on a two-tier system that links the debt anchor with the expenditure rule, maintaining the current SGP and the 60% debt-to...
	8. FURTHER CONSIDERATIONS RELATED TO THE HIGH DEBT ENVIRONMENT IN EU
	Considering the geostrategic uncertainties currently unfolding, the EU member state governments are confronted with an immediate need to increase public spending significantly for defence capabilities, for new energy infrastructures, for compensating ...
	Furthermore, prolonged supply chains bottlenecks, rising commodity prices and diminished fiscal space availability build an upward pressure on the equilibrium real interest rate, volatility in output growth, and a likely surge in risk premia in some c...
	However, there is no quick fix, nor a miraculous solution to long term indebtness. Regardless of the models to address the debt imbalances, the strategies under discussion, the proposed reforms for the EU fiscal framework, debt reduction is eventually...
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	Romania first participated at a world exposition during the 1867 Paris world exposition, and is one of the founding members of BIE.5F  It first joined the BIE Executive Committee in 2005.
	Official information on Romania’s participation at world expositions is provided by the Romanian Ministry of Foreign Affairs on its site or from its archives, as this institution was charged with organizing Romania’s pavilion for this type of event, o...
	Similar to many other countries, Romania's participation at international expositions has always had a significant public diplomacy component, followed by economic diplomacy. As mentioned by the Romanian MFA, the main purpose behind participating was ...
	At the same time, the cultural program organized for the duration of the exposition also represented an opportunity for promoting any given country abroad.
	Expo Yeosu 2012
	The general theme of this specialized exposition was “The Living Ocean and Coast”.
	The Romanian Ministry of Foreign Affairs, as coordinator of Romania's participation at EXPO 2012, imagined the pavilion as a trip through the Danube Delta, with visitors having access to interactive information on tourism as well as economic and cultu...
	Expo Milano 2015
	The general theme of this international exposition was “Feeding the Planet, Energy for Life”.
	The Romanian pavilion was built around the slogan of “In Harmony with Nature”. Its message was that of a country in which space creates harmony between nature and humanity; that of a welcoming house in harmony with the elements of nature; and that of ...
	Given this interpretation, the pavilion was a modern take on a traditional Romanian house. Built mainly of glass and wood, the pavilion’s roof was made of reeds, with a plant garden upstairs around a traditional Romanian restaurant. Images of Romania ...
	Expo Astana 2017
	This was a specialized exposition, created under the theme of “Future Energy”.
	The Romanian pavilion was developed under the heading of “Energy of Light – A Journey into the Future”. The central element was the presentation of the ELI-NP project, implemented by the National Institute of Physics and Nuclear Engineering – Horia Hu...
	The Romanian pavilion highlighted Romania's contribution to European and international scientific and technological research, with an emphasis on Romanian innovation. The visitor was invited to discover what Romania means: from its geographical positi...



