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Abstract

With its sui-generis institutional structure, the European Union (EU) is the most
successful regional grouping in the world today. Therefore, it is usually referred to as
a role model for other regional initiatives. In this respect, the mainstream literature
puts its emphasis on the EU’s exportability to other regions as an example of diffusing
regionalism. In this context, this research seeks to address how the Eurozone crisis has
affected the concept of regionalism in Europe. Accordingly, it argues that because of the
eruption of the crisis within the European political context, the EU’s image as the diffuser
of regionalism might have been stalemated. This is because it triggered the nationalist
and sub-nationalist waves along with the sentiments of Euroscepticism and anti-
globalization all around Europe. In this vein, this article will investigate how the concept
of regionalism is contested by the crisis context of the EU both at the sub-national and
the supra-national levels.
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VI1.2.1. Introduction

After the end of the Cold
War, which would imply the
transformation of the traditional
Westphalian ~ nation-state ~ and
national  borders, regionalism
has gained critical importance in
the face of the changing power
distribution in the international
system. In the multipolar world
order, the collective regional

projects mainly driven by functional
motives such as the access to the
international markets in the face
of the fast-growing economic and
financial  globalization process
have gained a remarkable pace
(Barsier, G. 2019). European
integration, having a common
identity, common goals within a
specified geographical region is
described as the most successful and
important example of supranational
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regionalism. That is why it is
usually referred to as the ‘model’
for other regional initiatives. In this
respect, the mainstream literature
puts its emphasis on the EU’s
exportability to other regions as the
model of diffusing regionalism (for
overviews see Borzel and Risse,
2009; Lenz, 2015; Risse,2015;
Haastrup,2013). However, this
research argues that because of
the eruption of the Eurozone crisis
within the European political
context, the EU’s image as the
diffuser of regionalism might be
stalemated. This is because the
Eurozone crisis has aggravated the
tension between the supranational

and  subnational  regionalism
along with  the  sentiments
of Euroscepticism and anti-

globalization all around Europe.
Therefore, the well-known phrase
‘Sovereignty is Back, Integration
Out’ at the supra-national level
uttered by Andrés Malamud is
highly in question (MaLamuD,
A. 2012). In addition, it has also
reverberated the tension between
supranational and  subnational
regionalism within the EU whose
supranational structure has heavily
affectedthe distribution of sovereign
and representative powers within
the domestic political context of the
member states (TosTes, A. P. 2013).
While scholars (Kenichi, O. 1993;
ALESINA, A. — SPoLAORE, E. 1997;
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Horkins, J. 2007; ELLison, D. 2008)
previously associated the factors
driving the desire for subnational

regional autonomy with ethnic
identity and  democratization,
this paper contributes to the

existing literature by including the
repercussions of the crisis which
threaten the political economy
interests of the subnational regional
entities. Therefore, this article aims
to fill this gap by contributing to the
relevant regionalism literature.

To this end, this article aims
to explain how the EU’s image as a
successful example of regionalism
has been affected by the Eurozone
crisis. The hypothetical background
of this article argues that the
success of the European integration
as a diffuser of a certain model of
regionalism cannot be maintained
unless the Member States are
willing to give up their individual
interest to the collective interest.
Accordingly, this article will
first briefly discuss the concept
of regions and regionalism in
order to build up a definitional
standpoint. That would provide a
basis for the connection between
regionalism and context of the EU.
Secondly, it will shift to the EU
and its integration process within
the framework of the success of
regional integration. Then, it will
deal with the Eurozone crisis as
triggering the cleavages among the
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member states. In this way, it will
question whether repercussions of
the crisis did put the EU’s image as
a role model for regionalism into
danger. After clarifying this inquiry,
this article will be concluded with
some findings of the research.

V1.2.2. Regions and
Regionalism

Despite  the  widespread
interest in regionalism, there is a
lack of consensus on the definition
of the term within the literature.
Regionalism IS interpreted
differently by different academic
fields in different contexts and time-
periods. Therefore, regionalism
emergesasacontested phenomenon.
In part, it comes from the fact that
there is also no consensus on the
definition of the concept ‘region’
itself (MANSFIELD, E. D. — SOLINGEN,
E. 2010). In fact, where one region
ends and the next begins is not
clear. Moreover, every academic
discipline has its own definitional
standpoint to provide a basis for
the framework of research. Within
the international relations, there is
a cleavage between rationalist and
constructivist interpretations of
the term. Rationalist explanations
define regions through using more
material delineations such as
economic, institutional and intra-
and interregional ties between

the States (Russett 1967). In
this respect, political, economic
and cultural factors play in the
transformation of the regions
(VAYRYNEN, R. 2003). For example,
during the Cold War, the regions
were divided based on political and
military motives which reinforced
the establishment of organizations
such as the North Atlantic Treaty
Organization (NATO). However,
the fragmentation of the great-
power blocs since the 1980s led to
the rise of sub-regional and micro-
regional organizations such as the
Visegrad Four, Shangai group and
Baltic Council of Ministers.

On the other hand, a
constructivist definitional
standpoint explains the appearance
of the regions with the redefinition
of the norms, identities, civic groups
(VAYrYNEN, R. 2003). The idea of
what constitutes a region is subject
to political actors’ perceptions,
their interpretations, and social
constructions (KAtzenstelN, P. J.
2005). Soderbaum defines that
values and objectives contribute to
the creation of a particular region
or type of world order (SODERBAUM,
F. 2003). Falk in his valuable
contributions to the existing
literature explains the contributions
of regionalism in achieving world
order values including peace,
human rights and democracy (FALK,
R. 2003). Katzenstein argues that
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“regions are politically made”
(KatzensTeIN, P. J. 2005 p. 9.). This
may be interpreted as that there are
no natural ‘regions’. Accordingly,
through social construction, regions
are formed based on a collective
perception of identities which leads
to the creation of culture blocs.
Actors create the social facts to
which agentive or non-agentive
functions are assigned. In this
sense, constructivism regards the
construction of the regions as a
server to the political and economic
ends.

Hettne argues that
international relations treat regions
as “supranational subsystems of
the international system” (HETTNE,
B. 2005 p. 544.). This subsystem
consists of certain geographical
proximity within which the states
having shared perceptions interact
extensively (Tuompson, W. R.
1973). In this sense, high economic
interdependence between a group
of countries along with the shared
political attitudes and values
emerges (Deutsch 1957). Moreover,
they are tied by their security
concerns. That is why considering
the economic, ecological and
strategic interdependence, states of
a given region are counted as being
the members of the same ‘club’.
Therefore, Hurrell argues that states
should prioritize regional interests
rather than the national egoisms
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for the sake of forming cooperation
at the regional level (HUurreLL, A.
1995). Here, the tension between
“full’ sovereignty of the states and
subordination of the individual
interest to the collective interest
emerges. The issue is often in
question within the context of the
European integration which has
necessitated states’ giving up their
sovereignty in specific areas to the
supranational competency of the
EU.

The context and content
of the regionalism became also
subject to the transformation
because of the shifting nature of
world politics and the recent rise
of globalization (Hert~e, B. —
SopeErRBAUM, F. 1998; SODERBAUM,
F. 2012). Thus, there is a distinction
between the old and new debates of
regionalism. Old regionalism refers
to the limited scope of free trade
arrangements and security alliances
within the bipolar world structure
(SopErBAUM, F. 2003). On the other
hand, new regionalism is used as a
post-Cold War term when economic
globalization, which is boosted
by regional institutionalization
and regional groupings, has risen
dramatically (Rumiey, D. 2005).
Moreover, the post-Cold-War era
implied the increasing importance
of regionalism in the multipolar
world which provides a suitable
ground for the rising powers to exert
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their influence by strengthening
their international positions thanks
to regionalism (HerT~e, B. 1994).
In this respect, new regionalism is
associated with the transformation
of the global structure towards
globalization with the change in the
world order, relative decline of the
US hegemony, emergence of the
economic blocs i.e. EU, NAFTA,
Asia-Pacific, growth of economic
interdependence, transnationalism
and increased importance of the
non-state actors (HETTNE, B. —
SoberBaUM, F. 1998). Therefore,
today the regionalism appears as a
more complex phenomenon.
Accordingly, since there
are different interpretations of
the regions, there is no consensus
on the definition of regionalism
either. While some theorists define
regionalism from a state-led
perspective as a state-led project
(GamBLE, A. — Pavng, A. 2003),
others regard regionalism as a
political project which promotes
specific type of ideas, identities and
ideologies within a given regional
space (BoAs, M. etal. 2003; HETTNE,
B. 2003; 2006). In fact, the latter
definitional standpoint comes from
the fact that many new regionalism
theorists incline to go beyond the
state-centric approach in explaining
regionalism to which the non-state
actors are also heavily involved.
Such an explanation implies the

transformation of the notion of
traditional ‘Westphalian” nation-
state in the face of globalization
(Cooper, Hughes & de Lombaerde
2008). Moreover, emphasis on the
weakened capacity of the state in
state-society complexes brings
also Polanyian ideas regarding the
political role of the civil society
(SoperBAUM, F. 2003).

V1.2.3. The European
Integration and
Regionalism

Regionalism as an attempt of
the open-ended process of region
formationisoftenassociatedwiththe
institution-building  (SODERBAUM,
F. 2012). In fact, there are several
regional organizations besides the
EU covering the cooperation of
states in economic, security and
political spheres such as the African
Union (AU) or the Association of
Southeast Asian Nations (ASEAN).

Nevertheless, with its highly
elaborated institutionalization
towards becoming a regional

trading hub (Malamud & Schmitter
2011), European integration often
provides the main role model to
theorize the regional experiments.
Moreover, while international
organizations such as ASEAN
remains a purely intergovernmental
organization, the EU encompasses
some degree of supranationalism as
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well (Camroux, D. 2008).

In order to fully acquire the
dynamics of regional integration
initiatives, it is necessary to point
out the main difference between
regional cooperation and regional
integration. In this way, the sui-
generis formation of European
integration may be uncovered in a
more systematic way. Accordingly,
regional cooperation refers to joint
attempts of neighboring states to
reach a cooperative solution in
specific areas (WINTERs, L. A. —
Scurrr, M. 2002). In this respect,
regional cooperation (especially
economic) refers to the regional
phenomenon in the rest of the
world (ChrisTiansen, T. 2001).
However, because of past problems
and thus lack of trust between
them, there is a high possibility
that they end up not reaching any
cooperative solution. Moreover,
other constraining factors include
financial ~ burden-sharing  and
complex decision-making process
aiming to maximize the interests of
each state.

On the other side, Haas argues
that the study of regional integration
explains the reasons why states give
up their full sovereignty in specific
areas (Hert~e, B. 2006). The
concept of integration is categorized
by Joseph Nye as economic
integration, social integration, and
political integration (HeTT~NE, B.
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2006). In this sense, from a neo-
functionalist perspective, European
integration is mostly referred to as
a spillover of a common policy into
areas of other common policies.
Therefore, European integration is
regarded as a form of incremental
cooperation in economic, social
and political fields. This form of
cooperation invoking the idea of
‘ever closer Union’ was based on
the calculation that each new step
towards more integration which
necessitated short-term sacrifices
would bring long-term gains to the
member states (Hart, P. A. 2015).
In fact, there are numerous
other theories explaining
European integration with
different perspectives and reasons
including  intergovernmentalism,
functionalism, neo-functionalism,
liberal institutionalism or
constructivism.  However, what
matters most for the main purpose
of this article is to enlighten
the underlying reasons for such
integration. Whatever the approach
is, the main driving factor in
promoting regionalism through
integration has been the preservation
of sustainable peace and peaceful
coexistence in the region (Haas,
1971). European integration was
achieved through the elimination
of the rivalry between France and
Germany and through de facto
solidarity to prevent the repetition
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of the two world wars.

To this end, Germany was
highly ready to adopt a federal
system which would weaken the
German nationalism for the sake
of European integration that would
overcome its economic and political
isolation from the rest of Europe.
In this sense, European integration
aimed to overcome or abandon the
mentality of ‘nationalism’ which
had led to detrimental rivalry
between European nations (Szut,
R. 2015). That is why European
integration emerged as an antidote
to the Nation States and nationalism
which would European integration
and regionalism as two allies. In this
respect, European integration has
foreseen weakening of nationalism,
decentralization of the State power
both in political and economic
terms. In fact, the envision to
preserve the peace did go hand in
hand with the economic growth in
the war-torn continental Europe.
Economic unification marked the
removal of barriers, curtailing of
state intervention and preventing
of distortion of competition and
the free movement of goods,
services, capital and labor with a
certain degree of harmonization
of the legislation at the European
level (Egan 2010). To this end,
the stages towards the economic
integration i.e. Free Trade Area,
Customs Union, Single Market

were followed by the member states
(Egan 2010). With these aspects of
transborder elimination of the rise
of the nationalism and economic
liberalization, EU is seen as the true
agent of the globalization boosted
and completed by regionalist
aspirations.

The decades of European
collaboration  resulted in the
establishment of the European
Monetary Union (EMU) which
appeared as the integral aspect of the
Union. The institutional design of
the EMU was based on the uneven
integration of  macroeconomic
policies encompassing centralized
monetary policy and decentralized
fiscal policy (SCHIMMELFENNIG, F.
2014). Accordingly, the monetary
policy is handled at the independent
level of the European Central
Bank while the EU has no legal
competence over the fiscal policy
of the Member States such as
taxation, getting into debt or bailing
out (ScHIMMELFENNIG, F. 2014). This
institutional structure has paved
the way for the aggravation of the
Eurozone crisis, which appeared
as an impediment to its image of
the diffuser of regionalism. The
structural reforms implemented
during the crisis will be enlightened
in the following to provide an
elaborative analysis of the EU’s
commitment to its wave of
regionalism.
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V1.2.4. European
Integration as Sub-National
and Supra-National

Regionalism
This article regards two-
faceted regionalism in Europe

namely as sub-national and supra-
national. =~ While  sub-national
regionalism is explained as related
to regions as the part of the nation-
states, supra-national regionalism
is explained as related to the
integration of states belonging to
the same world region (Szut, R.
2015). Highlighting this difference
is of critical importance since the

regional frictions at the sub-national
level, which was witnessed during
the Eurozone crisis highly stemmed
from the divisions between
central and regional governance.
This is because Western Europe
is encompassed of a variety of
subnational regional structures such
as federal, constitutional/legislative
and local government regions as
clearly outlined (Horkins, J. 2007).
(Table 17) Accordingly, during
the crisis, the EU’s supranational
competency has triggered an
already existent tension between
the national governments and sub-
national regional entities that have
no place at the international table.

constitutional/legislative | local government regions
federal systems .

regions (examples)

Germany Spain France

Austria Italy Sweden

. Scotland, Wales & N

Belgium Ireland (UK) Denmark

Aland (Finland) Poland

Azores and Madeira (Port)

Table 17: Sub-national regional structures in Western Europe

Source: Hopkins, J. 2007, p. 23

These frictions were
aggravated because of the system
of redistribution of money from
richer regions to poorer ones
as in the example of Spain and
Catalonia or Scotland and the
United Kingdom (UK) (Szut, R.
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2015). Therefore, from a political
economy perspective, subnational
regions economically doing better
than the other regions are viewed
as the principal losers (ELLison, D.
2008). Alesina and Spolaore explain
that integration to the supranational
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institutions deepening the trade
relations reduces the dependency on
the state, which in return triggered
the aspirations for greater regional
autonomy (ALESINA, A. — SPOLAORE,
E. 1997). The demands for self-
determination of the richer regional
entities came into question. The
real paradox here is that regional
entities aspire self-determination
by becoming independent from the
national governments however that
does not necessarily mean that they
have an anti-Eurosceptic stance.
The most remarkable example
representing this paradox is
Scotland which already organized
a referendum for independence in
2014 (Scunapper, P. 2015). EU’s
role in the Scottish referendum
campaign is beyond the scope of

this research. Nevertheless, this
separatist movement has also
affected the supranational level

when the regions have attempted
to call for a referendum on
independence in the Member States
because of the possible domino
effect in other sub-national regions
e.g. Catalans, Corsicans, Flanders
and Basques.

V1.2.5. The Eurozone Crisis
of 2009

Against  the  promising
background of the European
integration described as often

ambitious and successful as being
the most developed model of
regionalism so far, the integration
came to the point where massive

cleavages among the member
states along with the politicization
emerged. This is where the

hypothesis of this article comes
from as already defined that the
success of the European integration
as a diffuser of a certain model of
regionalism cannot be maintained
unless the Member States are
willing to subordinate the individual
interest to the supranational level
of collective interest. The crisis
emerged as the rising of conflicting
interests and priorities of the
Member States which triggered
the drift towards nationalism and
Euroscepticism withinthe European
political context (OzorLu, M. A.
2017). As a result, the Eurozone
Crisis has first brought the sense
of solidarity into question which
would result that the notion of
European identity as the facilitator
of the aspirations of regionalism
would be contested (OzorLu, M.
A. —Kanraman, S. 2019). That was
because of the fact that the reason
for adopting common currency was
an ambitious step towards building
an upper collective identity at the
European level (Garrin, C. A.
2015). In this sense, that can be
also interpreted as an ambitious aim
towards realizing the aspirations of
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regionalism. Therefore, the crisis
was interpreted as both an economic
and an identity crisis. Later, it also
turned into a political one because
of the design flaws of the EMU
(Ercin, N. E. 2013) and because
of the friction between solvent and
insolvent States which invoked
harsh bailout debates (Nicovi, F.
2017).

In this sense, the Eurozone
crisis  reactivated the  core-
periphery divide or North/South
split- manifested itself as Germany
versus Greece or Spain- within
the EU encountered at the level
of “‘supranational regionalism’.
The member states which have
been unwilling to subordinate
their individual interests to the
collective interest have been the
ones financially doing well such as
Germany and the Netherlands. The
tension, especially between Greece
and Germany, was self-evident
during the bail-out negotiations.
Firstly, the ‘conditionality’ which
was imposed on Greece and other
debtor member states, was a highly
repeated term along with a threat of
‘Grexit’ during each round bailout
negotiations (THEODOROPOULOU,
S. 2016). Germany  was
extremely strict regarding the
fiscal austerity measures and
necessary policy changes in Greece
(THEODOROPOULOU,  S.  2016).
Austerity measures taken by the
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elites triggered a mass reaction at
the public level. In their valuable
contribution Hooghe and Marks
(HoocHE, L. — Marks, G. 2009)
argue that the European public
shifted from ‘permissive consensus’
to ‘constraining dissensus’ with
regard to the EU-level decision-
making mechanism. In this respect,
Eurozone crisis symbolizes
the post-functionalist ~moment
when the politicization of the
European integration has increased
unprecedently (SCHIMMELFENNIG, F.
2014). Accordingly, long-standing
financial crisis has triggered the
protectionist tendencies at the
EU-wide level (New Delhi Times
Bureau 2014). The concrete proof
of such tendencies was the rise
of Eurosceptic parties within the
European political setting. It was
affirmed by the victory of the Greek
radical left SYRIZA which adopted
an anti-austerity stance in January
2015 (New Delhi Times Bureau
2014). In a general overview,
deteriorating economic situation
that invokes the tendency of
preserving national priorities limits
the suitable ground which provides
regions to act in collaboration in the
economic sphere.

In  this  respect, the
protectionist tendencies are felt
also at the sub-national level by
increasing dissatisfaction with the
interregional distribution of funds
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in regions. The crisis has triggered
the calls for independence from
member countries’ richer regions
(ERLANGER, S. 2012). Thisis because
the richer and more productive
regions consider themselves as
being exploited by poorer regions
within the Member States (New
Delhi Times Bureau 2014). There
happened a cleavage between
them as net givers and net takers.
That is why the independence
debates of some regions from the
member states came to existence.
The most salient example that can
be traced for the repercussions of
the economic crisis on the policy
on regionalism at the sub-national
level has been Spain. Accordingly,
the economic performance and
austerities along with the revealed
corruption and political sclerosis
pushed Catalonia, which is a
relatively richer region, towards
independence (Mason, P. 2017).
On the other hand, to provide
an elaborative analysis of the EU
as an example of regionalism in
the context of crisis, mentioning
EU level measures to solve or at
least manage the crisis is of critical
importance. In fact, the Eurozone
crisis has resulted in critical
initiatives towards more fiscal
unity and centralized control over
national banks and budgets. This
can be described as the “functional
spillover camp’ by the elites who

were looking for functionally
efficient and politically feasible
solutions (HooGHe, L. — MARKS,
G. 2009). Therefore, measures
were envisaged towards creating
emergency funds and increasing
the budgetary discipline in the
member states (Beukers, T. 2013).
Moreover, they came in the form of
intergovernmental treaties to avoid
both the increase in supranational
competency of the EMU and
revision of the major treaties, which
could have implied the ratification
by referendum in the Member
states. The response was based
on the strengthened cooperation
of article 136 of Treaty on the
Functioning of the European Union
(TFEU) which was introduced to
“(a) to strengthen the coordination
and surveillance of their budgetary
discipline...” in order to “...ensure
the proper functioning of economic
and monetary union” ( article
136(1) TFEU).

Accordingly, the first
important step was taken to
revise the infamous non-bail out
clause which had triggered the
triple sequence of financial crisis,
sovereign debt crisis and Eurozone
crisis (ScHiMMELFENNIG, F. 2014).
The infamous non-bailout clause
was replaced by the temporary
assistance mechanism European
Financial Stability Facility (EFSF)
providing temporarily financial
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assistance to highly indebted
Greece, Ireland and Portugal in
June 2010 (European Commission).
Afterwards, the permanent
international financing institution
European Stability Mechanism
(ESM) was established in 2012
(European Stability Mechanism).
By creating €500 million fund,
the establishment of the ESM was
aimed to assure markets for long-
term commitment to the single
currency (GLENCROsS, A. 2013).

In addition, the vision for
prosperous EMU was introduced
in 2012 by the President of the
European  Council  (European
Council 2012). In this direction,
the budgetary framework was
integrated. EU institutions agreed
to establish a single supervisory
system (SSM) and single resolution
mechanism (SRM) for banks as
the two-pillars of the banking
union (European Commission).
Besides, economic governance of
the EMU was reinforced. European
Semester was initiated along with
the legislative packages known
as the Six-Pack (2011) and Two-
Pack (2013), which were aimed
to strengthen the discipline of the
Stability and Growth Pact which
limited government budget deficits
to 3 percent and public debt levels
to 60 percent of gross domestic
product (Kreckg, E. 2018). With
the German initiative, the Fiscal
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Compact entered into force in 2013
to bind national commitments to
run the balanced budgets towards
ensuring national fiscal disciplines
(GLENCROSS, A. 2013). Itis of critical
importance to highlight that the
intergovernmental treaties signed
during the crisis i.e. the ESM treaty
and the Fiscal Compact did not
require the unanimous ratification
of all participating countries
(Kumar, R. 2014). Therefore, the
reluctant member states could not
block the deepening. Accordingly,
ratification of the Fiscal Compact
within the specified one-year
time frame was mandatory for the
Eurozone Member States.

The mandatory nature of
the ratification can be interpreted
as the top-down manner of the
measures in the face of the crisis.
Even so, the introduction of the
new mechanisms to preserve the
Euro implied the further deepening
of the EU which appeared as
unintended consequences of the
crisis. In this respect, despite the
massive increase in politicization
of the European public and the
rise of the Eurosceptic parties, the
technocratic level of integration
which was foreseen by the neo-
functionalist agenda was achieved
to be realized by the political leaders
of the member states. Although EU
level measures did not pave way for
the establishment of radically new
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frameworks such as EU treasury or
post of minister of finance, the new
mechanisms can play crucial roles
in the prospective crises.

V1.2.6. Conclusion

This research aimed to find
out the nexus between European
integration and its promises as a
diffuser of regionalism to the other
regions in the EU’s crisis context.
Considering the main fundamentals
of the integration, it is observed that
the two phenomena; regionalism
and European integration were
parallel during the post-war
period. This was based on the
diminishing role of the nation-state
and redefinition of international
(interstate) relations. It created a
conviction that regionalism and
the EU were *“natural allies”.
The Eurozone crisis has initiated
the disruption of the successful
continuation of these aspirations
because of the tendencies towards
the nationalism at the supra-
national level, and separatism at
the sub-national level. Accordingly,

V1.2.7. References
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