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National Political Parties in the Realm of Deepening European 

Fiscal Integration 

I. Introduction: 

The persistent eurocrisis has caused serious turbulence in the European economic and 

political world, which has prematurely ended the “flights” of a number of cabinets in some of 

the EU member states – Slovakia, Greece, Italy, Romania, the Netherlands and Bulgaria, just 

to name a few - and rejected the “return tickets” (to office) of some political parties in Europe 

– Cowen’s FF, Sarkozi’s UMP and Zapatero’s PSOE, amongst others (Sanchez 2012). 

Unsustainable public debts and imprudent budgetary spendings have exposed certain 

European states (PIIGS) to the mercy of their fellow EMU fellow countries, while European 

citizens’ dissatisfaction with the performance of their national public sectors continues to 

increase the political uncertainty in Europe. On one hand, these developments vividly 

underline the growing economic and political interdependence between countries in the EU 

and, most evidently, in the EMU. On the other hand, they indicate that national governments 

have lost the power to manage their budgets and public sectors efficiently and the need for 

‘external salvation’ is becoming more and more pronounced.   

The questions in the air are as many as the number of those who dare ask them. But 

the reoccurring theme, both in questions and their answers, within the continental political 

discourse seems to be one - European integration. Member states wonder: ‘How much do we 

want of it? Which parts of it do we want and which ones are we better left without? And how 

do we achieve our national goals in the European regulatory jungle?’ The European 

institutions are puzzled: ‘What do we need to do to sustain it? What long-term vision and 

goals are we pursuing? And how do we get everyone to agree?’ Businesses ask for 

reassurances and incentives; interest groups lobby for an endless list of issues, citizens 

demand their jobs and securities… All seem absorbed with their own issues and pull the cart 

into a different direction, while omitting to realise that the ultimate goal – ending the 

eurocrisis – is commonly shared.    

Recently, the views of member states magnified to the extremes of ‘in or out’ (Peter 

2013) while scholars, experts and practitioners continue to speculate on plausible theories 

about the future of the EU and seek answers to the existential questions: where will the EU 

take us and will it last to get us there? As Ladrech – a European academic – notes, “since the 

beginning of the European integration process in the 1950s, scholars have debated the causes 
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and future developments of such institutional innovations as the relative autonomy of 

European Commission, the development of the European Parliament, and the evolution of 

European law through the actions of the European Court of Justice” (Ladrech 2010, 1). For its 

60 years of existence, the supranational level of governance and its institutions have had a 

considerable impact on national affairs and have brought about many changes within the 

national setting of its member states. Decisions that have previously been taken by national 

governments alone are now dependent upon bargaining and compromising in-between 

member states and European institutions. While many realise that the integration process, 

which took off with the signing of Treaty of Paris, has reached the point of no return, 

speculations about the plausible future development of the Union vary.  

The latest trends in European policy making and debating, concurrent to the crisis, 

have centred on the matter of fiscalisation. The alternatives discussed before the signing of the 

Fiscal Compact, – which stabilised the credibility of the European currency on the 

international markets – in March 2012, varied: from breakup of the Eurozone (Evans-

Pritchard 2012), suspension of membership (Chapman 2011), introduction of Eurobonds 

(Spiegel 2011) and a bailout fund (Emmott 2012), to emergence of a two speed Europe of 

financially prudent North and misbehaving South (Erlanger 2010), etc. Many fatalistic 

speculations circulated the European media domain. However, the reoccurring practice seems 

to hint towards a rather favourable outcome – according to Europhiles – where Europe always 

emerges stronger after crisis and where the solutions to the problems of the Union and its 

member states come with more, rather than less, integration. 

The scholarship dealing with European integration has distinguished between the 

different fields of integration unfolding in the Union, i.e. economic (or market integration, 

which is the primary type), legal, monetary, political, social and fiscal integration (all of 

which can be considered as spill-overs of the market integration processes, according to 

functionalists). Scholars generally agree that the former three types seem to be well developed 

and shaped predominantly at the EU level, while the latter three types remain less developed 

and more dependent upon the actions and willingness of nation states. 

Each of the integration processes mentioned above is typically associated with 

statehood in its traditional form. The emergence of European governance, floating above the 

national level of regulation, with its specific competences and powers of integration, however, 

marked the beginning of a centralisation process appearing and unfolding externally of 
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nation-state structures; which, in itself, was an innovation in the 20th century practice of 

international relations. In the 21st century, however, the number of international organisations 

acquiring competence to coordinate different regional affairs has evidently increased – OAS, 

UNASUR, AU, CCASG, ASEAN+3, CARICOM and others. ‘Rumour has it’ that even a 

Eurasian customs union will be set up by 2015 (Buckley 2011). However, while most of 

these, already functioning, organisations took an example from the EU, – and more 

particularly, from its organisational setup, fields of policy coordination and overall 

development – none of them is currently characterised the by the same, or even remotely 

similar, level of intensified transfers of sovereignty from the national to the above-national 

level of organisation. This very statement magnifies the uncertainties surrounding the future 

of Europe, for the shape and form of the EU are such of an incomparable kind - a sui generis.  

A. Theoretical Background 

Regardless of EU’s pronounced uniqueness, scholars of European integration have commonly 

strived to compare it to a state, in their attempt to demystify and understand it.1 As a result, 

many theories of integration have circulated the scholarly literature. Amongst them are 

intergovernmentalism (arguing that European integration should be a matter horizontal 

intergovernmental bargaining and nation states should remain the driving force behind EU’s 

steering wheel) and neo-functionalism (propagating that integration has a domino effect and 

cannot remain static or sector-isolated).  One of the most vigorously discussed and commonly 

resurrected theories of European integration, however, remains that of federalism – which has 

been present in the political elite discourse prior to the creation of the European Community.  

Following Spinelli’s federalist Ventoténe Manifesto, the views of federal Europe 

continued to develop at the Congress of Montreux and culminated in the European Manifesto, 

put forward during the Hague Congress of 1948 (Sidjanski 2000, 2). The pioneers of 

European federalism believed that integration should flow from politically conscious 

negotiations and processes, which nation states pursue on the basis of clearly pre-defined 

political and socioeconomic objectives. They envisioned that the EU should, eventually, 

evolve into a ‘federation of states’ with fully functional vertical and horizontal distribution of 

powers – just like present-day USA or Germany. The transfer of sovereignty from one level to 

another should appear voluntarily and as a result of politically streamlined, shared goals.  

                                                           
1 See for example comparative studies developed by (Friedman-Goldstein 2001), (Filippov, Ordeshook and Shvetsova 2004) and (Burgess 
2000). 
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Spinelli and Jean Monnet, both federalists considered as founding fathers of the 

European Community, played an active role in building the Community and “strengthening its 

institutions; Monnet as President of the High Authority of ECSC (1952-1955) and Spinelli as 

a European Commissioner (1970-1976) and Member of the European Parliament (1976-

1986)” (Burgess 1989, 27). Monnet was a collectivist who sought “to unite men, to solve the 

problems that divide them, and to persuade them to see their common interest” (Burgess 

1989, 29). The method though which he deemed to achieve this task was quite simple, yet 

creative. “He intended to change men’s attitudes by ‘transforming the very reasons for their 

rivalry;’” (Burgess 1989, 29) or put in other words, Monnet longed to trim down of the 

political charge escalating between sovereign European nation states by uniting them under a 

common framework of governance, floating above the national level.  

The circumstances in which Monnet developed his ideas were such of conflict, 

destruction and war, which led to his basic axiom saying that “people only accept change 

when they are faced with necessity and only recognise necessity when a crisis is upon them” 

(Burgess 1989, 30). Hence, if it were not for the post-WWII circumstances, European 

unification would not have been possible or even considered by political elites in the first 

place, for lack of disorder could not have pushed national leaders into making far-reaching 

and unprecedented decisions such as the set up of a supranational governing authority. On the 

contrary, only chaos, post-war misery, economic exhaustion and fears of what the future holds 

could. Spinelli, to a large extent, shared Monnet’s convictions. He considered crisis situations 

as crucial for the adoption of innovative approaches, for he “believed in ‘new moments of 

creative European tension’ in which action by individual men and women can shape events in 

a new direction” (Burgess 1989, 30). Hence, the observation which one can deduct from the 

believes of Europe’s founding fathers is that European integration is all about timing and that 

great leaps forward cannot be expected to occur in times of smooth sailing. 

For five years now, since the 2008 outburst of the global economic crisis, Europe’s 

voyage has been everything else but smooth. Piling debts, unstable euro, rising 

unemployment, economic downturn and political unpredictability stifle the relations between 

member states. This is why, one cannot help but wonder: where will this crisis tilt Europe to? 

Given the wisdom of Europe’s founding fathers – that crisis-like situations are necessary for 

European integration to thrive – and the severity of the crisis in Europe, it is worth examining 

whether epiphanies made in the past are going to materialise in the present and near future.   

Federalist theories deem to hold the answers to many presently circulating questions 

about Europe. In its essence, federalism is a regional integration theory, dealing with transfer 
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of sovereignty between levels of government, that argues that the EU will eventually acquire 

all features and functions of a state and that the currently existing nation states would, 

ultimately, turn into sub-constituencies or equivalents of the Länder in present day Germany 

or the federal states in the US  – where one can see partial or complete transfers of 

sovereignty to a common, centralised authority which is entitled with the execution of specific 

governing functions. “In a nutshell, a federal system is characterised by sovereignty being 

shared and divided between different levels of government rather than being located at one 

level exclusively” (Börzel 2003, 1). 

Traditional international relations and European integration theories are known to 

struggle in their attempts to convey the multi-level character of the EU. Federalism, on the 

other hand, has been audibly evoked to captivate the division of power that exists between the 

different levels of government in the Union. As William H. Riker once said “federalism is a 

political organisation in which the activities of government are divided between regional 

governments and a central government in such a way that each kind of government has some 

activities on which it makes final decisions” (Eagles, Holoman and Johnston 2004, 76). 

However, within the EU, there is not a unanimous agreement on what the precise distribution 

of such powers should be.  

The concepts of federalism and mixed representation have circulated both the 

European and American scholarly discourse and what both sides of the Atlantic Ocean tend to 

agree on is that “federalism involves a mixture of self-rule and shared rule” (Brizinski, 

Lancaster and Tuschhoff 1999, 3). The disagreement, however, springs from divergent 

answers to the questions how exactly should political powers in a federal system be organised 

and how should competences be distributed between the different levels? Within the literature 

on federalism, two ideal models for alignment of political powers - through its separation and 

distribution - have emerged. Both of these models derive examples from the present-day 

practice of federal governance. One, however, looks into the US’ federal system, while the 

other invokes the German version of federal governance.  

The type of federalism associated with the US is known as dual federalism and is 

characterised by clearly defined vertical separation of power and relative autonomy of the 

federal units (Börzel 2003, 3). The German model, on the other side, is known as cooperative 

federalism and derives its specificity from the fact that the division of power between the 

federation and its units is functional in character and the vast majority of competences tend to 

be shared. In the US, the capability to act at a given level is defined per policy sector, i.e. each 

level of government is bestowed with both legislative and executive powers, within a policy 
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area, and has the capacity to manage its own affairs somewhat autonomously. In Germany, 

where division of power is functional rather than sectoral, the federal level is in control of 

law-making, while power of implementation resides within the Länder. For some policy 

initiatives, which are of significant importance for Germany as a state, the consent of both the 

federal government and majority of the Länders is required.  

The US and Germany also differ in their models of representation at the central level. 

In America the representation of federal units in the Congress is perceived as rather weak, for 

the number of senators in the 2nd legislative chamber is fixed at 2 directly-elected 

representatives per State. Hence, the territory and population of the given state are not taken 

into account and representation tends to reflect the functional preferences of the voters, as 

they are channelled through the political parties that represent them. Moreover, federal units 

engage in voluntary coordination and cooperation with the central government in the form of 

intergovernmental conferences. On the contrary, in Germany, strong representation of federal 

units’ interests can be observed at the central legislature. The Bundesrat (German Federal 

Council) is widely perceived as a chamber of territorial representation, where the 

governments of the different Länders are represented according to the size of their population 

(though some small federal states, like Berlin, Bremen and Hamburg tend to be over-

represented).  Since Länders lack legislative autonomy, they rely heavily on their 

participatory rights in the decision-making processes, taking place in the 2nd chamber of the 

German legislature. Non-territorial interests, which tend to be weakly represented at the 

central level usually rely on alternatives forms of advocacy, such as sectoral organisations 

(Gunlicks 2003). 

Federalism, as exemplified by the American and German systems, “provides a better 

way of understanding political relationships that are neither purely domestic nor purely 

international than most theories of IR or European integration do, precisely because 

federalism does not rely on a state-centric ontology” (Börzel 2003, 2). Regardless of the fact 

that currently no one would dare proclaim that the EU is a fully-fledged federal state, many 

scholars and politicians argue that the gradual development of the European institutions, the 

growing body of acquis communautaire and the evermore occurring transfers of sovereignty 

from the national to the Union level will eventually transform the European supranational 

entity into the ‘United States of Europe.’ Indeed, scholars have already identified some of the 

federal features which the EU presently exhibits. Murray Forsyth described the state of 

governance in Europe in the following way: 
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“[In the European Community] a number of sovereign states… created a new sovereign 
body (in the special sense of a law making power) whose territorial shape of authority 
overlap but does not coincide with that of its constituent members. It is thus not a 
question of sovereignty being divided within one and the same political body politic, 
which is what the older theorists said was logically impossible, but rather of different 
but overlapping sovereign powers (the Union and member states) coexisting with one 
another [and each covering different “proper objects”]… What [was] established was… 
a “nascent federal system” (Friedman-Goldstein 2001, 3). 

In 1996, Persson, Roland and Tabellini (1997, 3) observed that “right now, Europe is not a 

true federation, but a confederate organisation: a much looser entity with more diverging 

interests across individual states.” Borzel (2003, 2) identified that the EU currently exhibits a 

number of federal system features: 

• European governance is organised on multiple levels – local/municipal/regional, 
national and centralised supranational – each of which has ‘the final say’ on some 
policy areas and capacity to interact directly with its citizens.  

• Majority of decision-making and resource allocation powers reside primarily within 
the national and European levels; although sub-national actors have started to gain 
more credibility through their delegations in the Committee of Regions.  

• Some policy areas, - like internal market and environmental policy, for example - in 
which the competences of the EU and its member states coincide, are shared. Hence, 
the Union and its member states share legislative powers.  

• However, community law has primacy over national legislation.  
• Most decisions at the EU level are taken on the basis of majority voting which, at 

times, results in suppression of the interests of those that happen to be in a minority. 
• This is why, just like in the German case, small states tend to be over-represented both 

in EP and the Council, in order for fair majoritarian representation to be established. 
• The EU Treaties cannot be amended single-sidedly, they require the unanimous 

consent of all member states.  
• The ECJ serves as a referee between the member states, European institutions and 

between member states and institutions. It also adjudicates on conflicts occurring 
between citizens and their national governments or between citizens and the European 
institutions. 

• EU has a directly elected Parliament, as a second legislative chamber, which has 

gained significance over the years and currently has co-decision powers together with 

the Council.  

Risse and Börzel, however, observe that the EU still lacks some of the significant features that 

shape a true federation. "First, the Member States remain the 'masters' of the treaties, i.e., they 

have the exclusive power to amend or change the constitutive treaties of the EU. Second, the 

EU lacks a real 'tax and spend' capacity, in other words, there is no fiscal federalism" (Brozel 

and Risse 2000, 10). 
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While the first observation which the authors make is still intact, – though practically 

impossible to occur with 27 member states having to agree unanimously on whatever Treaty 

changes – the second one has already become rather shaky. Present day developments, such 

as the signing of the European Fiscal Compact, in March 2012 (Reuters 2012), and the 2013 

decision of the European Council to allow 11 EMU member states to move forward with the 

introduction of a European financial transaction tax (FTT a.k.a. Tobin tax), signal that fiscal 

federalism should no longer be considered as a far-fetched theory of European integration.  

The father of fiscal federalism, Oates, designed his theory to explain ‘the economics of 

multi-level government’ and define the “roles of the different levels of government, as they 

encompass regulatory, as well as fiscal, functions and policy instruments” (Oates 2002, 36). 

He acknowledged that the understanding of fiscal policies has been developed in the context 

of modern nation states; which is why, fiscal federalism envisions a centralised governing 

authority, vested with monetary, fiscal and regulatory powers over its public sector and 

economy. The theory also propagates that public authority should be shared between two or 

more levels of government and that division of authority should occur in response to 

economic, socio-cultural and political developments. It argues that within a state the 

“macroeconomic stabilisation function must reside primarily with the central government… 

[because] it typically has at its disposal the power to regulate the supply of money and credit 

and, perhaps, some exchange rate prerogatives” (Oates 2002, 38). 

As described above, the American and German systems of governance have shaped 

two distinct forms of federalism. The countries’ divergence, in terms of federal autonomy and 

competences, in the two countries, has also led to the establishment of two different fiscal 

systems of governance. As a result of their extensive capacity for institutional and policy self-

determination, the federal states in US are enabled to levy their own taxes and determine their 

own spending, within the areas in which they have been assigned constitutional jurisdiction 

(Boadway and Watts 2004, 4). Allowing states to have their own independent source of 

revenues and to manage their own budgets, to a large extent, prevents the central authority 

from performing major fiscal interventions within its units and, as a result, preserves the 

federal units’ powers of discretions. What is peculiar in the American case is that its 

constitution does not have provisions governing intergovernmental transfers and does not 

specify how and if taxes collected by the central federal level should be allocated to the units. 

Hence, redistributive policies are lacking. Instead, emerging budgetary disparities between the 

federal units are tackled through a system of built-in stabilisers –  such as policies and 

institutions, within the economic system, that automatically dampen economic cycle 
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fluctuations in employment, income, and alike. When it comes to political dynamics at the 

central level, however, the division between executive and legislative power in the US 

Presidential and Congressional institutions provide for multiple points for checks and 

balances. Due to the autonomy of both levels of governance and the large number of federal 

states, financial transfers and intergovernmental budgetary practices (when occurring) tend to 

be too complex and discordant. 

In Germany, the sharing of policy competences requires a joint tax system, in which 

the central authority and its units share the majority of tax revenues. This deems to achieve 

fiscal equalisation between the units through redistribution of resources from Länders with 

high levels of spending to those with low level. This practice can be attributed to the 

unification of the 1990 unification of the German federal state. While German constitution 

allows the Länder to spend in the areas falling under its jurisdiction, it also explicitly sets the 

limit to such spending powers (Boadway and Watts 2004, 4). Hence, Länders’ spending 

should be incorporated within German federal laws in detail; while, in order to do so, the 

spending should acquire the approval of the majority in the Bundesrat (the Federal Council). 

The German constitution, however, has incorporated provisions which enable sharing of 

revenues with the Länder, i.e. intergovernmental transfers initiated by the central authority. 

These allocations of revenue appear non-discretionarily and the Länder benefits from them 

unconditionally. Moreover, two types of revenue transfers have been known to appear in-

between federal units themselves. The first type comes with ‘strings attached’ and falls under 

the “‘joint task category,’ for reimbursement of federally mandated expenditures, and for 

specific projects related to the creation of uniformity of living conditions” (Boadway and 

Watts 2004, 5). The second type of inter-Länder transfers are unconstrained –  just like the 

federal grants – and have two elements: “one, an interstate revenue pool into which rich 

Länder pay and from which poorer Länder draw according to specified criteria and a formula, 

and second federal supplementary payments based on a fixed percentage of the VAT” 

(Boadway and Watts 2004, 5). Sharing decision-making and revenue collection powers, 

therefore, leads to ‘interlocking politics’ in which the development and application of policies 

increasingly depends on the joint efforts of both administrative levels of government. A 

specificity of the German fiscal system is also that local governments have self-governing 

status, provided for in the constitution (Deutscher Bundestag 2010, Art. 28.3 & Part X, Art. 

104a - 115), which assures them some financial benefits and lays down specific municipal 

arrangements for funding. 
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If one were to think of the EU as federation and study the currents status of its fiscal 

policies, in comparison to the American of German models, it becomes obvious that the 

central European level of governance lacks centralised fiscal authority. Redistributive 

policies, such as Cohesion, are funded on the basis of member states’ contributions to the EU 

budget. The EU lacks a significant source of own resources – the fines and sanctions it 

imposed and collects under its Competition Policy constitute a small amount, in comparison 

to member states’ GNI contributions to the budget. It has a fiscal framework embedded in 

primary European law; however, its implementation depends on the member states, whose 

fiscal authorities are obliged to use the tools at their disposal to meet the pre-established 

targets, set in the Stability and Growth Pact. The eurocrisis brought to the surface one of EU’s 

major weaknesses, i.e. the lack of mechanisms and tools capable of monitoring and tackling 

emerging budgetary imbalance within the EMU. As Börzel notes, “the problem-solving 

capacity of the EU is increasingly at stake since it does not have the power to perform 

important federal policy tasks such as macroeconomic stabilisation and redistribution” 

(Börzel 2003, 10). 

Within the EMU, the supply of money and exchange rates are left at the discretion of 

the European Central Bank, whose main task is to administer the monetary policies of the 

eurozone member states in such a way as to ensure price stability and low inflation rates 

within the Union. However, having a centralised monetary authority at the European level and 

various independent/uncoordinated fiscal authorities at the national levels disables the ECB 

from fulfilling the duty which it would have naturally assumed in a federation - to stabilise 

appearing divergences from budgetary targets, through redistribution of wealth between 

different levels of government. Hence, “EMU (by managing monetary affairs) largely 

deprives member states of the capacity to ensure national macroeconomic stabilisation, 

whereas the EU as a whole does not possess these instruments (yet)” (Börzel 2003, 10). 

However, the eurocrisis did not only make this huge void in the European system of 

governance apparent but it also proved - what many economists have been warning about - 

that the EU does not fully meet the criteria for a successful currency union, developed by the 

Optimal Currency Area (OCA) theory.  

According to the theory, pioneered by Mundell in 1961, in order to benefit from 

establishing a monetary union, the different states intruding a common currency have to fulfil 

certain conditions as a region. An essential prerequisite is the high level of, what Mundell 

called, ‘internal factors mobility,’ i.e. the free flow of resources such as capital and labour 

across borders (Fürrutter 2012). Another condition necessity for a successful currency area is 
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that trade - occurring between the member states - and the overall regional economy have to 

driven by supply and demand forces, rather than controlled and planned/harmonised. The 

pliancy of the prices for goods and services, as well as the flexibility of wages in the various 

members predispose the creation of such a demand-driven regional market. However, this is 

not enough. The OCA theory also indicates that states should have similar business cycles 

(i.e. somewhat symmetric economic development) and established mechanisms for sharing of 

risk – be it in-built automatic stabilisers or fiscal policies that allow for redistribution to occur, 

in case that asymmetric shocks trouble the currency area.    

The EU has free flow of capital, goods and services, which is driven by supply and 

demand forces and reassured under the Single Act. The member states’ business cycles are 

also somewhat similar. What makes the euro area imperfect and fragile, - in terms of OCA 

theory - however, is the fact that there is no free movement of labour or any form of fiscal 

federalism put in place. The visa-free moving of Europeans across borders, although provided 

for in legislation, remains problematic because, unlike the US and Germany, the EU is 

composed of member states with divergent linguistic, cultural and institutional attachments. 

This, in practice, prevents citizens from relocating in times when budgetary disparities or 

asymmetric shocks occur. Hence, when unemployment rates rise in some states, jobless 

Europeans – unlike their American counterparts – rarely move in search for work. This 

indicates that the EU lacks essential automatic stabilisers. Mechanisms for redistribution of 

revenue/wealth from rich to poor member states and fiscal solidarity between Eurozone 

countries are also not present. Hence, according to OCA specialists, the two major flows of 

the European currency area are its ‘improperly consummated’ mobility of labour and lack of 

fiscal federalism (van Marrewijk, Ottens and Scheuller 2006, 620).  

Another macroeconomic economic theory, which inexplicitly advocates the 

establishment of shared fiscal policies at the European level, is that of the impossible trinity, 

or ‘the Trilemma’ (Aizenman 2011), also developed by Mundell in the 60s. He argued that if 

there is a policy triangle and its different angles represent, respectively: a) a fixed exchange 

rate, b) free capital movement and absence of capital controls, and c) an independent domestic 

monetary policy, it is impossible to have all 3 of the characteristics appearing at the same 

time, because when a triangle falls onto a surface it forms only two conjunction points at its 

angels. In the EMU case, the first two conditions have been fulfilled, hence, it is impossible to 

maintain an independent monetary policy at the national level. However, as mentioned 

previously, monetary union with uncoordinated, independently functioning fiscal authorities 
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is a recipe for disaster and the member states of the Union have come to realise this the hard 

way.  

Presently, more and more European scholars and economists agree that: 

“the transfer of stabilisation and redistribution competencies to the EU level, 

complemented by a strengthening of the taxation and spending capacity of the EU, 

might help to increase policy efficiency and, hence, alleviate the EU’s legitimacy 

problems on the output side” (Börzel 2003, 11). 

The European institutions seem to share this view and, increasingly, put forward policy 

proposals that lean in the direction of further European fiscalisation. However, while it is 

practically impossible to solve all the problems inflicted by the eurocrisis at once, it is 

notable that some significant efforts have been made. Efforts that, mainly, seek to align the 

national fiscal systems of the European member states and attempt to fill-in the gaps of the 

EU organisational project. The Treaty on Stability, Coordination and Governance has been 

signed, a mechanism for redistribution of resources within the Eurozone (ESM) has been 

set, and fiscal integration has evidently gained momentum within the span of the crisis. 

However, while scholarly and public deliberation on the effects that European fiscal 

policies have on national economies and institutions has been prolific; little, if anything, 

has been written or said about the impact which these policies have on national political 

parties. 

At first glance, the connection between European fiscal policies and national political 

parties is, indeed, difficult to establish. It is more typical for European scholarly literature to 

deal with how European policy integration affects national institutions and their functioning 

within a state. However, the national institutions which literature covers, i.e. governments and 

parliaments, are run by political parties that regularly compete for place in office. Hence, it is 

parties and their ideologies – among constitutional rules and procedures – that determine the 

actions and positions of state institutions. Parties campaign for office with divergent agendas 

and attract votes though propagating different policy prerogatives. Once elected, they push 

forward legislative acts that deem to achieve these agendas and prerogatives. Political actors 

are well-known for being opportunistic as they commonly strive to use their term in office in 

such a way as to secure a consequential re-election. This can be achieved when the citizenry is 

satisfied with the performance of the public sector within a country, the management of which 

rests within the hands of party officials in office. It is them who shape the tax and spending 
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policies of a state in such a way as to ensure social cohesion and equalize living conditions. 

This is why, parties have developed attachment to fiscal policies and have developed 

divergent ideological views on how to manage them. These different views have been 

translated into the left-right dimensional competition, where the left-wing parties pursue 

higher tax rates and spending on social policies, while the right-wing ones advocate smaller 

levies and public spending. Hence, depending on the extent to which the issues of taxation 

and public policy management are politicised within a country, parties’ visions on how the 

public sector should be managed can be decisive at elections.  

If, as federalists argue, the EU is on the path to becoming a federal state with fiscal 

competences, national political parties will be those who lose the most, given their current 

status quo. They will be gradually deprived of the power to shape the budgets of their own 

countries independently and will, steadily, lose discretion over national fiscal policy planning.  

B. Research Question: 

Therefore, it becomes not only plausible but also necessary to ask the question: How is the 

deepening* of European fiscal integration affecting political parties** at the national level? 

* Introduction of FTT 

** Interparty competition 

 

As Ladrech indicates, the EU has become an external environment within which national 

political parties function, “it is therefore reasonable to expect parties to have engaged in 

formal and informal organisational adaptation,” (Ladrech 2012, 575) in response to this 

changing environment. Hence, appearing changes within the national political arena - as 

untraceable as they may be - should be studied and analysed. Mair argues that the amount of 

literature studying the effects of European integration on parties is not sufficient enough, 

which is why he expressed the concern that “the impact of Europeanization on parties and 

party systems, whether direct or indirect, needs to be integrated more closely into the more 

general theories of party change and development” (Mair 2007, 162).  

A common problem - worsened by the lack of credibility which European issues tend 

to have in national political debates – is that it is difficult to establish a direct causal link 

between political parties and European integration. This is why the scope of this research will 

be narrowed down to the introduction of FTT at the European level, as an isolated act of fiscal 

integration. It is also an act of significant magnitude, given the fact that in the 21st century 

taxation is typically associated with statehood. Since ‘gouverner c'est prévoir,’ i.e. governance 
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is the art of providing, planning and predicting, state institutions and, in particular, the 

political parties that manage them have used taxation to perform this art.  

Taxes are a vital component of national budgets which, to a large extent, determine the 

amount of public money available for spending within a state. Budgets, on the other hand, are 

essential for political parties in power, for they enable them to perform one of their main 

functions as state actors - that to shape public policies. As a result, political parties naturally 

compete with one another over the rate and type of taxation needed to nurture the public 

sector within their states. Hence, it is logical to expect that parties will engage in competition 

over the introduction of FTT at the European level; on one side, because they have 

ideologically pre-determined views on how taxation should be managed within the borders of 

their own states, and, on the other hand, because supranational taxation is an absolute 

precedent in the history of international relations.  

When it comes to the ideological aspect of taxation, political parties are expected to 

approach the issue of FTT at the EU level in the same way they approach taxes at the national 

level. Hence, emerging interparty competition should revolve around the left-right axis of 

contestation and arguments of parties (whether pro or against FTT) should be consistent with 

their ideological views.     

 When it comes to the European aspect of FTT, interparty competition is expected to 

be steered in two ways. Firstly, party’s approval or disapproval of the proposed act is 

expected to result from the general positions which the given party takes vis-à-vis the issue of 

European governance in general, i.e. pro or against. Secondly, competition is expected to 

result from political concerns about the nature of the act, i.e. transfer of more sovereignty 

from the national to the European level. On this matter it will be curious to observe whether 

parties acknowledge the power struggle between the national and European levels of 

governance when justifying their positions on FTT’s introduction, or not.  

C. Organisation: 

In order to study the effects which European fiscal integration has on national political parties, 

this research will be structured in the following way: 

Chapter 1 will outline the historical and legal development of fiscal policies at the 

European level and try to establish the parameters of the current state of fiscal integration in 

the EU. The interlocking relations between monetary and fiscal policies at the European level 

will be elaborated on, so that the need for European integration in the fiscal sector is 

accounted for. The 1st Chapter’s aim will be to determine whether European fiscal regulation 
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has affected national institutional actors and, if so, how; for, to assume that political parties 

have felt the need to adapt to the EU environment, it is necessary to prove that the national 

institutions which they manage have had to change the ways in which they function, due to 

supranational pressures. Particular attention will be paid to the regulatory measures and legal 

provisions adopted at the European level since the outburst of the economic crisis in 2008. 

Hence, the Chapter will strive to explain why fiscal European integration can be considered as 

deepening. 

Chapter 2 will deal with Europeanization of national political parties by providing an 

overview of the scholarly literature published on the issue. It will account for the different 

approaches which European scientists have developed to trace changes occurring at the level 

of national political parties, as a result of EU developments. The chapter will also discuss 

political parties’ attachment to fiscal policies, within the structure of a state, and resort to 

empirical studies, in an attempt to explain how party ideology shapes fiscal policies at the 

national level. Hypotheses - that can be tested in Chapter 3 - will also be developed.  

Chapter 3 will perform Political Rhetoric Analysis of French and German party 

stances on the issue of FTT, collected through the online media and official party websites. It 

will strive to see whether emerging interparty competition on the issue revolves around the 

pre-established ideological convictions of French and German parties or not. The continuality 

and predictability of party positions will be tested, for Europeanization can be proven to have 

occurred, when patterns of party competition within the national setting have been altered 

(Ladrech 2002, 397).  

The conclusion will elaborate on the findings of Chapter 3 and examine whether 

developed expectations and hypotheses have been proved. Moreover, suggestions for future 

research on the topic will be made.   

  



 22 

II. Chapter 1: Deepening Fiscal Integration at the EU Level. 

(Has the development of European fiscal integration altered the relationship between 
European institutions and national authorities, and that between the European institutions 
themselves?) 

Since the very first inclusion of fiscal provisions into primary European legislation, – within 

the Treaty of Maastricht – fiscal integration in Europe has slowly but steadily gained a 

momentum, especially so in the past couple of years – in the context of the infamous 

Eurozone debt crisis. This type of integration has increasingly exhibited dynamics of what 

scholars refer to as deepening integration, where “‘deepening’ [is] understood broadly as 

vertical integration (i.e. transfer of competences as shift of decision-making power to the 

European level)” (Umbach 2009, 3). More concretely, but non-exhaustively, European 

legislation has brought about significant changes – in terms of fiscal governance – within the 

EU ranging from establishment of debt and deficit benchmarks, through the modelling of 

completely novel institutions and practices, to the inclusion of new voting mechanisms into 

primary European law. But before one delves into the evolution of budgetary handling in 

Europe, in detail, it is necessary to explain the rationale in which European fiscal integration 

became necessary.     

 The need for a sound European fiscal sector, if one can – boldly, and somewhat 

prematurely, call it so – was evoked by the creation of the Single Market (a European public 

space without borders for goods, capital, workers and services) and, even more explicitly so, 

by the – politically negotiated – adoption of the euro currency in 17 member states, as of 

2013, and counting (considering the clauses in the accession agreements of the new comers 

from Central and Eastern Europe which oblige them to join the ‘bandwagon,’ in the near 

future).  While the single market in itself did not demand the strict coordination of budgetary 

affairs between member states; the common currency which sprung as a consequence of it 

clearly did so. The introduction of the euro, as the first world currency without a state, 

necessitated member states to take precautions and agree on targets in terms of what can be 

considered as prudent and acceptable spending or budget management.  

In 14 years, since the adoption of its common currency, the EU has managed to 

penetrate the national fiscal domains of its member states in various ways, mainly on the 

principle of trial and error in monetary and economic policy management. As the ex-president 

of ECB, Mr. Trichet recently noted: “the Euro area is presently learning the hard way that the 

level of interconnectedness between economies inside a single currency area is such that even 
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an economy of a modest size can impact significantly the Euro area as a whole” (Trichet 

2013, 9). As a result, the developed model of European fiscal governance has evolved mainly 

in response to critical crisis-like situations, instead of being purely driven by political will.  

 Table 1, compiled on the basis of the legal acts governing fiscal matters adopted in the 

EU, indicates that European fiscal integration has made some significant leaps forward in 

terms of expanding EU’s legal provisions, procedures and mechanisms on the matter, and 

empowering the European institutions vis-à-vis the national authorities. Hence, the fiscal 

sector has become subjected to governing processes appearing in a top-down direction – by 

acts of political agreement at the European level, of course. Table 1 also shows that legal 

provisions and mechanisms that have once been agreed upon never get abolished. Instead, 

they undergo regular adjustment and improvements, fostered by the immediate economic and 

monetary developments within the Union. What is more, with the revision of provisions, 

procedures and mechanisms and the introduction of new ones has, as a result, altered the 

institutional interplay in the European fiscal sector. Some old players have gained powers 

over others in the execution their roles, while other, completely novel, institutional 

settlements have entered the fiscal arena with a role to play, thus, affecting the position of 

those that have been ‘playing the European budgeting games.’  

a) Fiscal policies and budgeting (empirical relationship) 

From the perspective of every level of government – i.e. local, municipal, federal, and central 

(all but the European) – fiscal policies are mainly related to the budgeting capacity of state 

institutions. Fiscal powers reside both within the executive and legislative branches of 

government; however, their engagement in decision-making varies throughout the stages of 

the budgeting process. The executive is responsible for preparing the plan for the year ahead, 

by foreseeing what the country’s revenue collection will be and predicting what the need for 

spending in the public sector will be. Depending on the constitutional arrangements and 

political setting of a country, literature (von Hagen 2008, 471) has reported that two types of 

approaches exist, when it comes to state budgetary planning. The delegation approach, which 

is typical for one-party governments, vests the finance minister of a country with the power to 

draft its budget and define government prerogatives for the year ahead. The contract approach 

which is commonly applied in coalition governments, on the other hand, does not place the 

budgeting powers within the hands of a single person. Instead, key policy makers, appointed 

by each of the parties forming a coalition, form a team which jointly drafts the budget and 

foresees government spending for the following calendar year. Hence, depending on the 
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political setting within a country, the budgetary policy makers represent the views of one 

party or coalition of parties. The parliament, on the other hand, engages at a later stage of the 

process, to vote on the budget once it has already been submitted by the executive branch for 

review. It has the power to decide whether to: reject the entire budget, go through the budget 

chapter by chapter and vote on amendments, or accept it without any changes (Hallerberg, 

Strauch and van Hagen 2007, 346); depending on the support which the governing 

party/coalition generates under constitutionally defined voting procedures.     

At the European level, budgeting matters have evolved quite differently, mainly due to 

the facts that: there is not a clearly defined executive branch of government, nor direct 

channels for collection of own revenues (such as taxes). The budget of the Union is composed 

of percentage of GNI contributions, which member states – somewhat voluntarily – transfer 

into Union’s accounts. Spending on policies - such as agriculture and cohesion, for example – 

is decided upon for 7 years in advance and there is no polarisation of policy preferences, 

ideologically- or electorally-wise. Certain member states have been known for pursuing their 

interests with regards to certain policies (like France and agriculture, for example), which 

implies that agreeing on the budget at the EU level is much more a matter of 

intergovernmental bargaining, rather than of politically driven debate. What is more, fiscal 

policies in the EU are focused mostly on managing member states’ national budgets, rather 

than on the managing of the European one.   

The lack of direct EU taxation or any sort of direct fiscal intervention/pressure coming 

from above – as in, from the European institutions – has kept the issue of ‘European intrusion 

into national budgetary matters’ in the margins of political debate, at the national level. This, 

however, was the case only until recently; when Greece’s unsustainable national debt opened 

the Pandora’s Box, in terms of European fiscal legislation. The lack of bail-out fund – - or any 

reparatory measure (thought for in advance and provided for in law) for that matter, – strained 

the political dynamics within the EU and EMU, in particular.  

Europe has been known for revolutionising its organisational setting, in multiple times 

throughout history, when it was forced to take reactive actions. Many ‘fix on the spot’ or ‘fix 

as you go’ developments have shaped what we consider as ‘the organisational architecture of 

the EU’ in present days. The stepping milestones, in terms of fiscal integration and European 

intrusion into national budgetary matters are: Treaty of Maastricht; SGP; SGP 2005, SGP 
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2011 (“Six pack”), “Two pack” regulations, the Fiscal Compact and the European Financial 

Transaction Tax.    

b) 1992 Treaty of Maastricht (MT) 

The Treaty Maastricht is the first and only constructive - rather than reactive - legal act in the 

sphere of European fiscal integration. It came in being to consolidate the fiscal sectors of the 

EU member states and future EMU members. It set the adoption of the common European 

currency in motion by outlining the convergence criteria which member states, willing to join 

the common currency, had to meet in order to abolish their previously used national 

currencies and substitute them with a new and shared European one. The Treaty foresaw that 

the common currency should be adopted by some of the member states by 1999. Hence, its 

goal was to prepare member states for this major step of integration by aligning their 

monetary and fiscal policies.    

i. Convergence Criteria: 

The fiscal and monetary criteria for convergence were introduced in Art. 104 MT: 

1) Inflation rates should be kept under 1.5 percentage points above the average rate of the three 
EU member states exhibiting the lowest inflation rates over the previous budgetary year. 

2) The limit of the allowed national budget deficit was set at 3% of gross domestic product 
(GDP) but the desired outcome was for it to be lower, when possible. 

3) Public debt in the nation states should be contained within 60% of GDP or lower. Although 
the Treaty foresees that a country with a higher debt level than the one specified can still join 
the euro, if the given nation state shows that its debt level is falling steadily and continuously 
towards the achievement of the desired limit. (A specification included so that Italy and 
Greece can join the eurozone given their overly excessive deficits at the time MT was signed.) 

4) In the long-run, interest rates within a eurozone ‘wanna-be’ member should not exceed 2 
percentage points of the lowest recorded inflation rates, set by three best performing EU 
members, over the past year.  

5) The national currency is required to enter the ERM II exchange rate mechanisms two years 
prior the entry of a country in EMU.  

This 5-fold framework can be understood in relation to Delor’s Report of 1989, which 

“argued that monetary union without fiscal convergence might lead to monetary and 

economic instability” (Buiter, et al. 1993, 60). The so-defined 5 objectives constitute the 

primary fiscal law governing EMU membership and strive establish the budget discipline 

which member state have to uphold in order to enjoy a stable currency. Hence, national 

performance which meets the targets is considered as good and acceptable, while the one that 

does not is deemed as bad and punishable. However, the rules on their own do not ensure 

compliance or certainty of any kind, which is why, in an annex to the Treaty, a Protocol was 
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added to sets out the first European fiscal procedure dealing with inappropriate deficits - the 

so called Excessive Deficit Procedure (EDP).    

ii. Excessive Deficit Procedure 

This tool for fiscal surveillance follows procedural steps and deadlines set out in the Protocol. 

The Commission, following a technical assessment report of its Directorate General 

Economic and Fiscal Affairs (DG ECFIN), formulates reports and opinions on whether a 

given member state has reached, what by provisions in the Protocol can be considered as, an 

excessive deficit (Commission 2012). The assessment procedure is enacted when a country 

reaches a public-sector deficit larger than 3% of its GDP or public debt larger than 60% of its 

GDP. Along with the Economic and Financial Committee - which also provides annual 

reports on the budgetary management of member states - the Commission submits its findings 

to the European Council, which, under qualified majority voting, has the final say on whether 

EDP should be enacted against a given state or not.  

Under EDP countries can be admonished – whether in an open or closed manner – by 

the European Council, and if their deficit is not corrected within the time-span recommended 

by the Council (when the procedure has been initiated), they can be subjected to financial 

punishment (sanctions in terms of non-interest bearing deposits or fines). Moreover, the 

Council may ask ECB to cease or modify its lending policy towards the given state. Financial 

sanctions are applicable only to EMU states, of course, because it is their imprudent 

budgetary handling that has the capacity to damage the stability and credibility of the euro 

and, thus, indirectly affect the economies of the other eurozone members. MT’s EDP 

mentioned the use of sanctions as a punishing measure; however, it did not provide any 

numerical limits, as to how big these sanctions can be. It also has a non-spelled ‘no-bail-out-

clause,’ i.e. “each member state is alone responsible for servicing its own public debt, even in 

a fiscal crisis” (Buiter, et al. 1993, 60) (due to the fact that MT did not include any provisions 

on mechanisms such as automatic stabilisers, or invest the EU institutions with redistribution 

capacity in fiscal terms per se). Moreover, the criteria lacked provisions governing the 

management of the national economies member states. It depended on the political will of 

national authorities (and, to an extent, on the monitoring of the Commission) to enforce the 

rules which were laid down. These pitfalls lay in the core of the wide-spread criticism that 

MT was purely an act of soft political commitment that did not go too far into creating 

sufficient mechanisms for implementation and enforcement of the adopted rules.  



 27 

Institutionally speaking, MT did not result in any major shift of power from the 

national to the EU level, for the national fiscal authorities remained in control of their 

budgets. What is more, the set benchmarks were widely considered as a prescription for 

growth and sustainability of national economies, which was supposed to ensure their 

application. However, the Treaty subjected national authorities to the monitoring of the EU 

institutions, as the Commission and Ecofin gained the power to annually assess, review and 

report on the fiscal and monetary performance of member state’s governments. The European 

Council was invested with the power to issue opinions and recommendations in case of 

budgetary derivations from the rule; define a deadline in which corrective actions should be 

undertaken by the misbehaving state; and impose sanctions, if its recommendations are 

ignored and adjustments do not occur. No specific limits to the amount of sanctions that can 

be imposed ware set. Hence, the MT did not seem to evoke respect among member states.  

c) Stability and Growth Pact 

“The SGP was designed to provide concrete content to several provisions of the MT regarding 

economic policies in the EU” (Gali and Perotti 2003, 538). The Pact was based on the total of 

3 regulations. Appearing only 2 years prior to the adoption of the euro in 1999, the SGP 

introduced procedural changes deeming to ensure that budgetary discipline will be upheld by 

the future EMU members. In scholarly literature, “the Pact is commonly interpreted as major 

building block of EMU’s architecture [which] ranks as one of the most remarkable pieces of 

policy coordination in world history (…), comparable to the founding of the Bretton Woods 

system” (Buti and Sapir 2006, 13). This comparison can be accounted to the fact that, just like 

the Bretton Woods system, the SGP is a politically negotiated agreement concluded between 

independent states that sought to balance their monetary relations for their mutual benefit, i.e. 

it was a zero-sum kind of a deal.    

 From a legal perspective, the SGP appeared to facilitate fiscal alignment within the 

European Community, as it introduced surveillance and implementation mechanisms such as 

the Stability and Convergence Programmes, and updated EDP with two new tools, i.e. its 

corrective and preventive arms. The Stability Programmes were created for EMU members 

and the so-called Convergence Programmes, for non-EMU members that wish to join the 

euro. Both of programs basically required the same from the different member states, i.e. to 

submit yearly updates “containing a medium-term objective for budgetary position and a 

description of the assumptions and of the main economic policy measures the country intends 

to take to achieve the targets” (Gali and Perotti 2003, 538), for the following three years, in 
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advance. Thus, SGP reinforced MT’s rule that budgets should kept in balance or surplus at all 

times by providing more detailed mechanisms for supervision of long-term budgetary 

planning. The submitted programs were scrutinised the Commission and, on recommendation 

made by it, the Council could be asked to formulate an opinion on every programme and its 

yearly updates. When necessary, the Council could also resort to recommendations, which 

came in three forms. The first type of recommendation deemed to suggest adjustments of the 

overall program, when the Commission and Council perceived it as deficient in a major way. 

The second type activated the early warning mechanism, on a recommendation of the 

Commission, in cases when after the Council has approved the programme it identifies that 

“significant divergence of the budgetary position from the mid-term budgetary objective, or 

the adjustment path towards it” (SGP, Art.103(4)) has occurred. These two types of reporting 

mechanism jointly constituted the preventive arm of SGP. The third type of recommendations, 

which was also considered as the corrective arm of SGP, could be evoked only after the 

previous two recommendations have been exhausted, but not taken into account by the state to 

which they were addressed, or at least not in a satisfactory manner. Under the corrective arm 

the Council was vested the power to issue a recommendation for corrective actions, 

prescribing adjustment measures, and decide on whether to disclose this recommendation to 

the public or not – depending on whether it is considered that public pressure can provide 

additional incentives for the given state to comply with the suggested corrections, or not.

 The other significant contribution of SGP was the clarification of the EDP which it 

provided through the narrowing down of the circumstances which could be deemed as 

allowed “exceptional and temporary excess of the deficit over 3% of GDP threshold” (Gali 

and Perotti 2003, 538). Such derivations form the budget targets were permitted only “when 

resulting from an unusual event outside the control of the member state concerned and which 

has a major impact on the financial position of the general government or when resulting from 

a severe economic downturn” (SGP, Art.2(1)). Furthermore, deficits could be considered as 

exceptional only “if there is an annual fall of real GDP of at least 2%” (SGP, Art.2(2)), or in 

the cases in which a member state could prove that circumstances were exceptional in the 

sense a significant economic downturn could be proved or a reduction of productivity has 

occurred. Thus, by narrowing down conditions in which a deficit exceeding 3% of GDP can 

be viewed as acceptable, SGP, to a certain extent, provided an ‘escape clause’ through which 

member states could avoid future sanctions. Moreover, by acknowledging that there could be 

situations in which external factors prevent national authorities for complying with the targets, 
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SGP acquired a more alert understanding on how fiscal integration should be handled in the 

future, when perceived in comparison to its predecessor, the TM.     

 In terms of institutional interplay, the SGP did not alter the relationship between the 

institutions at the EU level; however, it strengthened their role with respect to that of national 

fiscal authorities. On one hand, SGP reinforced what was already provided for in MT, i.e. 

that: Ecofin remained in charge of technical assessments of the submitted 

Stability/Convergence programmes; the Commission had power to supervise and competence 

to issue reports and ask the Council for its opinion or recommendation; while the Council, 

through the clarified EDP, preserved it ultimate power to prescribe corrective actions. 

National fiscal authorities, however, acquired more obligations towards the European level, 

which, as a result, limited their power of discretion when it came to budgeting matters. The 

SGP also built on MT’s supervisory programmes - covering fiscal and macroeconomic 

projections for the year ahead - by obliging member states to submit reports on their medium 

term objectives (i.e. reports estimating what the national revenue collection and expenditures 

will be for the 3 years ahead). What is more, sanctions - which national fiscal authorities 

would have to face, in case that they derivate from the set budgetary benchmarks or fail to 

comply with Council’s recommendations - were clearly set out.  The misbehaving member 

states could be ask to transfer a non-interest bearing deposit of up to 0.5% of their GDP to the 

Commission. And, if case that the state concerned continued to misbehave and abstain from 

reducing its deficit, legal provisions indicated that the deposit could be turned into a fine. 

Despite bringing significant improvements to the European fiscal framework of 

governance, SGP faced criticism for not going far enough (in terms of scope). This was due to 

the fact that “SGP’s fiscal targets are expressed in terms of the size of deficit unadjusted for 

cyclical conditions” (Gali and Perotti 2003, 535), i.e. circumstances that fall outside national 

fiscal authorities’ scope of discretion. Hence, fluctuations in business cycles, such as 

increased unemployment rates and fluctuations in tax revenue collection resulting from 

decreased in income, were not taken into account in the formulation of the ‘escape clause.’ 

What is more, the SGP included the provision on medium term objectives without providing a 

framework through which they should be evaluated. Its only condition was that MTOs appear 

as balanced or in surplus to the budgetary benchmarks, outlined in the MT. It was up to the 

Commission and Ecofin to evaluate whether this requirement was upheld.   
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Once the euro area was established, in 1999, and the monetary policies of its member 

states shifted their locus of authority to the European level (in the hands ECB, to be precise), 

the ability of national fiscal authorities to define their own budgetary policies and influence 

their own national economies got impaired. States could no longer resort to liquidity or other, 

previously applied, combinations of monetary and fiscal policies used for the tackling of big 

deficit to GDP ratios, at the national level. At the same time, automatic stabilisers and 

credible mechanisms for enforcement and compliance were still in deficiency at the EU level. 

As a result, by “2002 six out of twelve euro area members have been subject to the EDP and 

the early warning mechanisms had been evoked in four cases” (Buti and Sapir 2006, 17). 

However, it did not take long for big states – such as Germany and France – to constitute a 

precedent to the application of the EDP’s corrective arm mechanism as in 2003 the Council, 

suspended the EDP proceedings against them. Moreover, although corrective proceedings 

were actually initiated in the case of Portugal, in 2002, and Greece, in 2005, sanctions were 

never applied (Morris, Ongena and Schuknecht 2006, 17). Hence, the credibility of the Pact 

was seriously damaged by its conceivably soft application and the lack of European 

institution’s willingness to bite. “Enforcement [was] partisan: national authorities [were] 

supposed to apply the rules to themselves, thereby having strong incentives for collusion and 

horse-trading” (Buti, Eijffinger and Franco 2005, 23). Since strong political commitment to 

play by the rules was notably lacking and the need for reform of the legal framework quickly 

became evident.  

d) 2005 SGP Revision 

The 2005 Revision of SGP tried to address some of the previously acknowledged points of 

criticism which the original version of the Pact faced by providing stricter definitions of 

terms, procedures and mechanisms for supervision and implementation; the aim of which was 

to strengthen the transparency in the application of rules. The applied changes, however, can 

be considered as “internal adjustments of the existing framework, rather than overhauls of the 

rules” (Buti and Sapir 2006, 17) as they simply deepen the numerical base of fiscal targets in 

European legislation. This in itself, however, decreased member states room for manoeuvre 

and provided more benchmarks the derivation from which they can hold accountable for.  

i. Deficit differentiation 

A major innovation, with positive implications, was the new Pact’s distinction between 

structural and cyclical budget deficits. Although both types are considered as bad for the 

shared currency and national economies, they originate from different problems, which 
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require different solutions. Cyclical deficits are those that counties run into in times of 

business or economic fluctuations. As unemployment rates increase, revenues decrease and, 

consequentially, governments cannot collect enough taxes to sustain their public spending 

(Larch and Turrini 2009). Of course, every state has in-built stabilisers, like welfare 

payments, unemployment insurances and even food coupons, designed to address such 

cyclical deficits. At the European level, however, such stabilisers were still missing. 

Discretionary policies, such as fluctuations in interest rates were also forbidden by European 

law and prevented by the supervision of ECB, which, as a result, tied the hands of national 

authorities when they happened to run into deficits caused by to cyclical conditions.  

Structural budget deficits, on another hand, are unaffected by economic factors and result 

from the actual mismatch between tax revenue collection and spending which governments 

experience. Since they are unsusceptible to external events, structural deficits also tend to be 

more persistent in nature than cyclical ones. They trouble governments in the sense that they 

make them borrow in order to sustain their public spending, which often results in the piling 

of debts. The fiscal gap between revenues and spending that is created in such cases can be 

expressed in percentage of GDP and tackled either through reduction of expenditures or 

increase in tax rates. “Nevertheless, a balanced structural budget is not a necessary condition 

for achieving debt sustainability, although it is, of course, sufficient” (Collignon 2012, 344). 

ii. Medium-term Objectives (MTO) 

As a result of the acknowledged distinction between the two types of deficits which countries 

run into, the revised SGP provided a clarification on the requirements which should be met by 

the MTOs of a country. In essence, each member state was required to submit medium-term 

sustainable average-limit for the country’s structural deficit to the Commission and Council 

for revision. Differentiation between member states was made as targets were approached in 

structural terms rather than strictly numerical terms, i.e. “cyclically-adjusted and net of the 

effects of temporary measures, should range between a deficit of -1% of GDP and a small 

surplus” (Buti and Sapir 2006, 18). If the MTO requirements were not met, the member state 

was obliged to come up with a plan containing measures through which it can reach the 

objectives. A new requirement was included. Member states in trouble had to reduce their 

structural deficits with at least 0.5% of GDP per year, in order to avoid sanctions. This 

clarification strengthened the preventive arm of SGP as it imposed concrete margins on the 

targets that member states had to meet when drafting their annual Stability and Convergence 

Programmes. However, the revised SGP did not foresee sanctions for non-compliance with 
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MTO provisions and if a state failed to meet the requirements, a EDP against it would be set 

in motion.  

The updated Pact also touched on the preventative arm of EDP. While under the 

corrective arm the norm for sanctions remained a non-interest bearing deposit of up to 0.2% 

of GDP; under the preventative arm, however, an interest-bearing deposit of up to 0.2% of 

GDP was introduced. Legal provisions also clarified that the collected deposits would turn 

into a fine, if a member state does not show progress under EDP. The revised SGP also 

redefined what can be considered as exceptional circumstances when a state exceeds its 

deficit target. “A breach of threshold should now be considered exceptional if it results from a 

negative growth rate or an accumulated loss of output during protracted period of very low 

growth relative to potential growth” (Buti, Eijffinger and Franco 2005, 13). Hence, the revised 

Pact took into consideration country-specific developments within its ‘escape clause.’ 

iii. Institutional Interplay 

The relationship between institutions was slightly altered, only in the sense that the 

Commission acquired more powers to supervise the long-term panning of national budgets 

(under the re-shaped MTOs). It was also given the power to assess national MTO targets and 

demand from the Council to issue a corrective recommendation within 4 months. What is 

more, the appropriate timing in which the Commission should form and opinion and submit a 

recommendation to the Council was defined, to speed up the supervisory process. 

   Although the 2005 improvement of SGP, seemed better armed, than its predecessor, to 

tackle prevent deficits from appearing within Union member states; the European sovereign 

debt crisis which unfolded in the eurozone after the 2008 outbreak of the world economic 

crisis, underlined that European fiscal and monetary governance was not yet properly 

equipped to prevent countries from running large debt to GDP ratios, nor was it prepared to 

help them reduce such debts, once they have been accumulated them. The main criticism 

which European fiscal policies faced was that they lack credible mechanisms for multilateral 

surveillance, macroeconomic policy coordination and fiscal adjustments.    

e) The EU ‘Six-Pack’ (2011 Revision of SGP) 

In 2011, in the midst of the eurocrisis, 23 out of the 27 member states were subjected to EDP 

proceedings. The “six-pack,” which was agreed upon in the same year, thus, came to 

strengthen compliance with SGP rules and introduce new measures for supervision of 

budgetary matters. It also sought to focus on the monitoring and control of macro-economic 
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imbalances within the EU – an issue that has not been addresses by EU fiscal legislation 

previously. “This change represents the most comprehensive reinforcement of economic 

governance in the EU and the euro area since the launch of the Economic Monetary Union 

almost 20 years ago” (EUROPA - PRESS RELEASES - Press Release - EU Economic 

governance "Six-Pack" enters into force 2011). The new legislative package, although based 

in secondary legislation, appeared to tighten fiscal discipline in the Union, help stabilise its 

economy in the short-term and prevent future crisis from occurring in the long-run, all at 

once.  

i. The European Semester 

   While previously the supervision of national economic policy measures relied 

primarily on the annual Stability and Convergence Programmes, submitted by the member 

states and scrutinised by the Commission and European Council; following an amendment of 

the Code of Conduct for SGP implementation, a new six-month cycle for economic policy 

coordination was introduced. This, so called, ‘European semester’ provision enabled the 

Commission and Council to oversee the preparatory stage of the national budgeting processes. 

“The cycle commences in January with the European Commission’s annual growth survey 

that establishes economic priorities for the EU as a whole and for individual Member States. 

Thereafter, based on strategic advice provided by the European Council, Member States 

determine their budgetary strategies and prepare any required reform programmes” 

(Amtenbrink 2012, 134). Once the national plans are drafted, the Commission evaluates them 

and forwards its recommendations to the Council, which, in turn, can ask individual countries 

to review their budget and provide guidance on how this should be done. Giving the EU 

institutions stronger revisionary powers under the European Semester clearly strengthened 

their role with respect to that of national fiscal authorities, i.e. governments and parliaments. 

One may also argue that it impaired their right for self-determination, in fiscal terms.  

i. The Revised Voting Procedure 

 The mechanism for imposition of sanctions was also updated. Currently, if a member 

state fails to implement the recommendations of the Council, submitted under EDP, or 

derivates from the adjustment path prescribed by it, the Commission – following a month 

after its previous recommendation – can submit a new recommendation to the Council, asking 

for sanctions to be imposed. The Council then has 10 days in which it can reject the 

recommendation, otherwise it will come into force and the concerned member state will have 

to make an interest-bearing deposit of 0.2% of GDP to the Commission. This procedure is 
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known as reversed qualified majority voting (RQMV). The Council has the option to amend 

the recommendation using QMV, however, unless it does so in 10 days, the Commissions’ 

proposition for sanctions comes into play in the form in which it was submitted. The 

divergence with the previously applied practice of sanctioning comes from the fact before the 

‘six pack’ it was the Council who had the upper hand in the imposition of sanctions inder the 

preventive arm of SGP. The new RQMV procedure, however, gives the Commission 

precedence over the Council, for it foresees that Commission’s prescription of sanctions is 

adopted; unless the Council revokes it within the span of 10 days, following its submission by 

the Commission. Hence, under the ‘six-pack’ the Council can be considered as an enforcer of 

Commission’s recommendations. Moreover, the Commission was also vested with the 

capacity to ask the Council to draft a new revised recommendation, where it deems so 

necessary. These voting complications clearly appeared in reaction to the previously observed 

lack of eagerness within the European Council to impose EDP sanctions on big and powerful 

member states, such as France and Germany.  In a sense, this new voting procedure actually 

constitutes a type of semi-automatic sanctioning mechanism at the EU level.  

ii. The Excessive Imbalance Procedure (MIP) 

 Another innovation, brought by the ‘six-pack,’ is the procedure for coordination of 

macroeconomic imbalances within the Union. The “Excessive Imbalance Procedure (EIP) (..) 

is designed to correct (…) the lack of surveillance of competitiveness developments” (Trichet 

2013, 4). Under the preventative arm of this procedure, i.e. the Macroeconomic Imbalance 

Alert Mechanism,  the Commission monitors the macroeconomic development of the member 

states “based on a ‘scoreboard’ comprising indicative thresholds in order to detect any ‘severe 

imbalances, including imbalances that jeopardise or risk jeopardising the proper functioning 

of the economic and monetary union’ and that require corrective action by the Member 

States” (Amtenbrink 2012, 136). If the Commission observes that a state runs into an 

excessive imbalance it can initiate the early warning mechanism under EIP by ask the Council 

– in form of a recommendation – to adopt a recommendation acknowledging that the state has 

to undergo reforms. Within this recommendation the Council and Commission suggest 

adjustment actions that should be implemented by the national fiscal authorities and ask them 

to draft an action plan of their own, which they can assess and monitor. Within a defined 

time-span, the member state has the obligation to draft an action plan on how it plans to 

correct the imbalance. Once drafted, the plan needs to be approved by both the Commission 

and the Council and from then on monitoring occurs until the state concerned reaches the 
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benchmarks laid down in SGP. Under the corrective arm of EIP, if the Commission observes 

that a member state continuously fails to apply the adjustment measures prescribed to it and 

its macroeconomic indicators do not improve, so as to fall within the allowed margins, it can 

submit a recommendation to the Council, asking for sanctions to be enforced. Voting under 

RQMV, the Council has 10 days at its exposal to reject the recommendation, or amend it, 

using QMV. In case the Council does not take any action, the Commission’s proposal is 

automatically enforced and the state concerned will have to make an interest-bearing deposit 

of 0.2% of GDP to the Commission. The deposit would be converted into a fine, if the 

member state continuously fails to comply with its own action plan, as well as with the 

recommendations by the Commission and the Council. After two consequential 

recommendations, the state does not seem to improve its performance, the interest-bearing 

deposit will be turned into a fine or for persistent inaction, an annual fine can be imposed 

(Amtenbrink 2012, 136). If a state runs into an excessive deficit and gets under EDP, 

following the ‘six-pack’s entry in force, it will automatically be charged a non-interest deposit 

of 0.2% of its GDP – as GDP is reported for the previous budgetary year.  

iii. Deficit to Debt Shift 

 The six-pack also shifted the attention from public deficits to public debts. While in 

previous legal acts it was the former that took precedence, within the ‘six-pack’ the attention 

was shifted to the latter – which, by the way, tends to result from structural rather than 

cyclical deficit in a country. Under the new system, the Commission must account for: 

“the developments in the medium-term government debt position, its dynamics 

and sustainability, including, in particular, risk factors including the maturity 

structure and currency denomination of the debt, stock-flow adjustment and its 

composition, accumulated reserves and other financial assets, guarantees, in 

particular those linked to the financial sector, and any implicit liabilities related to 

ageing and private debt, to the extent that it may represent a contingent implicit 

liability for the government” (European Council (No 1467/97 ), Article 2(3)(c)). 

Thus, the scope of European surveillance was extended to cover not only budgetary matters, 

as before, but also macroeconomic ones.  

iv. Disclosure of Data  

 In addition to improved monitoring and sanctioning mechanisms, one of the Directives 

in the ‘six-pack’ – i.e. European Council Directive No 2011/85/EU – also obliged member 

states to disclose up-to-date information and realistic macroeconomic data to the EU 
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institutions and general public. This particular directive appeared in response to the formerly 

observed tendency of some member states, like Greece, to disclose false data. Hence, it 

established “detailed rules, concerning the characteristics of the budgetary frameworks of the 

Member States” (Council Directive No 2011/85, Art.1) in an attempt to reassure that the 

usage of both old and newly introduced surveillance mechanisms at the European level will 

not be jeopardised by false information in the future. The Directive also provides for fines 

when manipulation of deficit and debt data - whether intentionally or due to negligence - is 

reported.  

v. Institutional Interplay 

From the perspective of the players engaged in the European ‘budgetary wars,’ deepening 

integration and vertical allocation of competences, resulting from ‘six-pack’s introduction, 

can be observed. The Commission gained strength vis-à-vis the Council with the introduction 

of Reversed Qualified Majority Voting procedure (RQMV) for imposition of sanctions under 

EDP and EIP. Hence, within the currently functioning European fiscal framework, the 

Commission assumes the role of a watchdog and, although it might not, in practice, have the 

last word, it certainly has the upper hand when it comes to sanctioning. Moreover, while the 

original SGP relied on mainly on national authorities to apply its rules, now with the ‘six-

pack’ in force, the Commission has multiple points for checks and balances, i.e. it assesses the 

Stability/Convergence Programmes, the MTO reports and the draft national budgets, as well 

as the corrective/reform programmes, which member states have to undergo, once they fall 

under the scope of EDP or EIP. It monitors whether these documents are designed in 

consistence with SGP benchmarks and writes reports on its findings. If it considers that 

significant derivations have occurred, the Commission can submit a recommendation to the 

Council which has the power to initiate proceedings and issue country-specific advisory or 

corrective recommendations to the states that diverge from the targets. It has the power, in 

collaboration with the Council, to ask national authorities to review their MTO plans, as well 

as employment and economic. The system of surveillance has also been strengthened. Under 

the European Semester and the Macroeconomic Imbalance Alert Mechanism the Commission 

- along with ECB (which focuses mainly on the Euro zone members) - monitors the 

performance of states and publishes reports on its findings. It also has the task of informing 

the other European institutions about the risk of imbalances emerging within the EU.   

In addition, the European institutions seem to have lost trust in national authorities, 

given the fact that legal provisions on what can be considered as truthful data have been 
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adopted. Sanctions for falsifying information or disclosing untruthful data have also been 

provided for within the ‘six-pack’. On top of this, as a matter of transparency, member states 

are obliged to publicly disclose the various reports they submit to the European institutions. 

Given the intensified involvement of the Commission within pretty much every aspect of the 

national economic- and fiscal-planning processes, one cannot help but conclude that 

federalisation seems to have occurred, for the Commission is slowly but notably acquiring 

more and more of the functions typically associated with the executive branches of 

government within the European nation states.  

The ability of various other institutions to review the budgetary planning and spending 

affairs of national authorities has also been strengthened. When it comes to drafting 

adjustment plans and reforms for member states undergoing EDP and EIP, the ECB, the EP 

and the Eurozone Council have been included in the process as observers and participants 

with advisory powers. Moreover, ECB has acquired surveillance functions within the EMU, 

where along with the Commission it scrutinises the ‘European Semester’ and draft national 

budgets, prior to their adoption. In addition, when the need for reforms within a member state 

is considered as significant and cross-sectoral, relevant committees from the EP are invited to 

participate and give advice throughout the reform-planning process.  

Hence, those that seem to have lost from the most from the ‘six-pack’ deal are the 

national governments of member state, whose work under the ‘European Semester’ has been 

subjected to strict deadlines and multiple targets. Their leeway for discretion and self-

determination has also been limited within the scope of what the EU considers as the ‘holy 

grail’ of prudent fiscal governance. Moreover, the diversification of sanctions laid down in 

European legislation has made disobeying the SGP targets and newly introduced rules a costly 

endeavour for national authorities. In addition, the functioning of national fiscal authorities 

has become twice as hard with the Commission and ECB breathing in their necks on every 

step of the way. The stress which the European institutions have put on transparency and 

accountability in the management of national public sectors and budgets, seem to have turned 

national fiscal matters into a tango dance – where governing officials make one step 

(spending) at the national level  and two steps (accountability and transparency) to Brussels.    

The European Council has also been deprived of some powers, given that the 

Commission evaded its voting procedures in such a ways as to make it enforcer of its own 

recommendations. Its work has obviously been strained, on one hand, because it needs a 
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simple majority to reject a sanctioning recommendation made by the Commission; and, on the 

other, because it is has been given a limit of 10 days, in which it can mobilise itself to do so. 

A task which, in practice, seems almost unattainable with 27(EU), or 17(EMU), national 

representatives sitting around the decision-making table.   

f) European Stability Mechanism (ESM)  

ESM appeared in 2012 to replace the temporarily established European Financial Stability 

Facility (EFSF) and European Financial Stabilisation Mechanism (EFSM) - both financial 

instruments created in 2010 to assist Eurozone countries experiencing fiscal instability and 

monetary distress. “The ESM is a permanent crisis resolution mechanism for the countries of 

the euro area. Its purpose is to provide stability support through a number of financial 

assistance instruments to ESM Member States which are experiencing, or are threatened by 

severe financing problems” (European Stability Mechanism 2013, 1). The institution has little 

to do with European fiscal policies, as it functions on the basis of purely financial instruments, 

such as bonds and loans. However, its creation appeared in response to the lack of fiscal 

instruments, at the EU level, capable of collecting and redistributing resources to tackle 

budgetary imbalances caused by the crisis. The institution clearly appeared to fill the void of a 

bail-out fund within the eurozone. ESM has been empowered to raise funds in two ways: 

either through financial instruments, such as bonds and loans, or through forging financial 

agreements with Eurozone members, financial institutions or other third parties, such as the 

IMF. 

g) The ‘Two-Pack’ 

The ‘two-pack’ - a set of regulations, officially approved by the EP and Council in March 

2013 - addressed the need for stronger surveillance mechanisms within the euro area. It 

included legal provisions focused on making EMU member’ budgetary affairs more 

transparent and coordinated. It built on previous fiscal European legislation by constructing a 

framework for sharing of risk and responsibility between the countries who have adopted the 

euro. Unlike the ‘six-pack,’ which was agreed upon in an urgent manner to address the 

exacerbating eurocrisis, the ‘two-pack’ passed through a longer negotiation phase, mainly due 

to the tense political climate surrounding regulatory debates in Europe. The pact entered into 

force in May 2013; however, it is strictly binding only for Eurozone member states.  
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i. More Supervision on the Application of Rules 

The first regulation of the duo governs surveillance of eurozone members who are subjected 

to excessive deficit and excessive imbalance procedures, or involved in a financial assistance 

program with the ESM. According to its provisions, euro counties are required to further 

increase the depth and frequency of report they submit to the EU institutions, for monitoring 

and surveillance purposes. For example, if the Council has acknowledged that a certain 

member state has an excessive deficit, this state will be required to draft and submit an 

‘Economic Partnership Programme’ to the EU institutions. This type of programmes differ 

from the recovery/corrective plans which member states in EDP have to submit, that that they 

have to outline what structural reforms the state has to undertake to become more sustainable 

and efficient and what specific priorities the government will pursue to assure growth and 

competitiveness. Moreover, states have to indicate what “measures [they will take to] address 

the ‘structural weaknesses’” (Corporate Europe Observatory 2013) of their economies. 

Stricter monitoring would, thus, pose an “obligation on Member States to adopt measures to 

address the sources of instability; regular review missions and the provision of more detailed 

or disaggregated financial sector data, if requested; and quarterly reporting by Commission to 

Eurogroup Working Group” (European Commission Economic and Financial Affairs 2012). 

In addition to that, the ‘two-pack’ also provides clear procedures for EMU countries seeking 

financial assistance from the Union and obliges them to cooperate with the Commission and 

ECB in the drafting of their ‘Macroeconomic Adjustments Programmes.’  

ii. Common Budgetary Deadlines  

The second regulation of the two-pack is concerned with the monitoring and assessment of 

member states’ budget drafts. It outlines a timeline according to which all EMU members 

have to submit their budget plans, for the year ahead, for revision. The due date is the same 

for all governments, i.e. October 15. Hence, the regulation gives the Commission and the 

Eurogroup the chance to review and assess the budgets, before they are submitted for 

approved to the respective national parliaments of the Eurozone countries. Moreover, the 

Commission and the Eurogroup can express their opinion on the viability of the budgets, if 

they deem it needed. The Commission is enabled to ask national authorities to revise their 

drafts, when it identifies that compliance with the limits set in the acquis is not sufficient. The 

concrete deadlines which the regulation sets out are: 30 April, for publishing of the Stability/ 

Convergence Programmes, as well as of the National Reform Programmes (demanded within 

the framework of the European Semester); 15 October, for submission of draft budgets for the 
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following year; 30 November, for the Commission to issue its opinion on the submitted 

drafts; and 31 December, for adoption of budgets for the following year at the national level 

(applies to euro member states only). As a result of the provided procedural guidelines, the 

implementation of fiscal rules within the EMU was strengthened and somewhat harmonised. 

On one side, because the preventive arm of SGP acquired weight through the early 

intervention of the Commission in states’ budgetary planning activities at the national level; 

and, on the other, because of the peer pressure which the revision of budgets by the 

Eurogroup generates. In this sense, the regulation provided multiple points for checks and 

balances in the development of national budget, which ultimately aim to increase the level of 

fiscal/budgetary prudence throughout the euro area.         

iii. Institutional Interplay 

 Considering that management of budget laws is a fundamental sovereign right of each 

state in Europe, the intrusion of the Commission, appearing in the form of surveillance and 

austerity, seems problematic for the self-determination of national fiscal policies in EMU 

countries. What is more, the shaping of budgetary laws at the state level is considered as 

legitimate only when performed by parties – managing the state institutions – which have 

been democratically elected. Allowing the Commission – an unelected supranational body 

composed of technocrats – to permanently scrutinise national tax and spending matters and 

demand adjustments of national budgetary plans/legislation, when it perceives it as necessary, 

seems a lot like trespassing of national democratic procedures. It seems like the Commission 

is acquiring powers similar to those of the Federal German government; thus, starting to 

resemble a centralised executive vested with the power to oversee the spending of its federal 

units. For now, it can only ask member states for budget revisions, changes of national policy 

priorities and fiscal discipline, but if one day – sooner, rather than later – when it acquires the 

power to veto, we can openly start referring to the EMU as ‘the United States of Europe.’  It is 

clear that the ‘two-pack’ infringed upon eurozone members’ sovereignty by limiting their 

capacity for fiscal self-determination and subjecting their work to the scrutiny of the 

Commission. A 

h) The Fiscal Compact  

Probably the most controversial piece of European fiscal legislation – targeting both 

budgetary discipline and coordination of economic policies - is that of the Fiscal Compact, the 

adoption of which spurred audible political tension and antagonism in Europe. The Compact 
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is controversial on a number of points but mainly due to its intergovernmental character - 

falling outside the framework of the European Treaties, at least for now (with the legally 

embedded prospect of joining the aquis in 5 years time).  

From the perspective of legal provisions, TSCG uses the ‘six-pack’ deal as its 

backbone. Just like the ‘six-pack,’ TSCG “recognises the importance of structural balance, 

above and beyond deficit levels” (Marzinotto and Sapir 2012, 3). The application of medium-

term objectives (MTOs), definitions of what can be considered as significant deviation from 

the rules and exceptional circumstances are all matters included in the ‘six-pack’ as well as 

the Compact. The numerical budgetary benchmarks which the Compact outlines are also the 

same as those developed under SGP. The innovation the intergovernmental treaty brings, 

however, is that it demands from national authorities to assume ownership over the rules, i.e. 

to transpose them within their national legislations. In addition to this, the member states 

signing the Compact have been obliged to design and incorporate preventative measures 

within their respective national constitutions, such as stabilisers, that can be automatically 

triggered in case that the given state derivates from the SGP budgetary targets. Moreover, 

these corrective mechanisms must be introduced within national law "on the basis of common 

principles to be proposed by the European Commission, concerning in particular the nature, 

the size, and the time-frame of the corrective action to be undertaken also in the case of 

exceptional circumstances, and the role and independence of the institutions responsible at 

national level for monitoring the observance of the rules" (European Union 2012, Art. 3.2). 

But this is not all. If a member state fails to fulfil these duties, the matter could be brought to 

the attention of the European Court of Justice, either by the Commission or by another 

member state, party to the Compact. Once the Court announces its decision, the member state 

concerned if bound to abide and implement the demand of the court. Moreover, ECJ has been 

given the power to impose financial sanctions of 0.1% of GDP, if a country does not 

implement the new budget rules in its national law properly or if it fails to comply with the 

ECJ’s ruling that requires it to do so. In the case of eurozone member states, the sanctions 

collected will be channelled to the ESM; while in the case of ‘non-euro-area member states,’ 

the collected fines will be poured into the EU budget. What is more, if a state fulfils the 

requirement to transpose the rules into its national legal framework and introduces automatic 

stabilisers but fails to implement them, EDP proceedings will be initiates. Hence, the Treaty 

foresees the self-imposition of obligations by its member states but, just in case, to ensure 

compliance it has armed itself with mechanisms to ‘bite.’ This indicates that fiscal European 
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laws no longer rely on political will for their implementation. The very engagement of the 

Court constitutes a significant leap forward in turms European fiscal governance, in the sense 

that “the Fiscal Compact strikes at the heart of the institutions of parliamentary democracy by 

dislocating as a matter of constitutional principle the budgetary autonomy of member states” 

(LB and JHR 2012, 5). 

In addition to that, the Compact contains provisions on the usage of RQMV - a voting 

procedure that was applied for the first time within the regulatory framework outlined by the 

six-pack. The Compact, however, is the first primary European legislation (i.e. Treaty) which 

includes incorporates this voting procedure; thus, enhancing the role of the Commission vis-à-

vis the European Council when it comes to prescribing sanctions. This act sends a clear signal 

that fiscal integration is undergoing extensive deepening as process within Europe. In 

practice, this also implies that if a euro-area Member State dares to breach the deficit/debt 

criterion, RQMV will be applied to all stages of the EDP. 

i) Financial Transaction Tax (FTT)  

An observation that can be made from the above outlined fiscal framework that the Union has 

already created is that the European institutions have focused only on regulating the public 

sectors within its member states, i.e. the actions of fiscal authorities. The financial sector, - the 

fluctuations of which have the power to cause cyclical deficits within a state – however, has 

remained largely unsupervised and mismanaged. As a result, the Commission acknowledged 

that “the financial sector has played a major role in causing the economic crisis whilst 

governments and European citizens at large have born the cost” (European Commission 

2013), and made proposals to introduce measures that would insure the involvement of the 

financial sector in covering the costs of the crisis.    

In 2011 the Commission put forward a proposal for a Council Directive (European 

Commission 2011) establishing a common system for European Financial Transaction 

Taxation. According to it, harmonisation of legislation in the fiscal sphere has the potential to 

reassure the sound functioning of the single market and competitiveness of the established 

financial instruments within it. Thus, the proposed tax deems to make financial institutions 

share the burden of the crisis, and discourage transactions that decrease the efficiency of the 

financial markets and can lead to more crisis situations in the future.    
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In January 2013, Council Decision 2013/52/EU authorised 11 member states – 

namely, Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal, Slovenia 

and Slovakia - to proceed with the establishment of enhanced cooperation, based on Article 

329(1) TFEU, in the area of FTT. As a result of this development, the Commission put 

forward a Proposal for Council Directive laying down the legal provisions: defining the 

transactions and financial establishments that can be taxed; the application procedures to be 

carried out; the scope and value of the tax, as well as institutional arrangements that need to 

be made for its collection. Once adopted by the Council, the Directive is expected to enter 

into force in January 2014. Thus, the FTT will be the first regional tax of its kind in the world 

and a completely novel mechanism for collection of revenues at the European level. It will 

apply only to financial establishments and legal persons, defined in Article 2 of the Proposed 

Decision (European Commission 2013), in cases when they engage in financial transactions 

with financial establishment based in a FTT member state. Hence, only one of the parties in a 

transaction needs to be a FTT member for the tax to apply. Investment firms, organised trade 

venues or platforms, credit institutions, pension funds and alternative investment funds are 

just some of the financial undertakings which will be affected by the introduction of the tax. 

The transactions which will not be subjected to FTT are: 

“primary market transactions referred to in Article 5(c) of Regulation (EC) 
No1287/2006; transactions with the central banks of Member States; transactions with 
the European Central Bank; transactions with the European Financial Stability Facility 
and the European Stability Mechanism; and transactions with the European Union, the 
European Atomic Energy Community, the European Investment Bank and with bodies 
set up by the European Union or the European Atomic Energy Community to which the 
Protocol on the privileges and immunities of the European Union applies.” (European 
Council 2013, Art. 3) 
 

 The minimum amount of the FTT which member states should require is set at 0.1% in 

respect of the financial transaction; however, member states can - if they decide so – 

introduce in their national legislations a value higher than the amount provided for in the 

Proposal. They all will, however, be obliged to establish financial institutions within their 

national setting, responsible for the collection of the tax. This proposal does not indicate how 

the collected taxes should be utilised; however, the Commission has made and already 

amended a Proposal for a Council Decision on the system of own resources of the Union 

{SEC(2011) 876 final}, demanding that part of the collected taxes should be poured into to 

the European Budget. Thus, they will constitute an own revenue source for the EU. The 

Proposal also suggests that if member states submit part of the FTT taxes – i.e. amount no 

bigger than the minimum of 0.1% per transaction - they collect to the EU Budget, they will 
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consequentially have to make smaller contributions to it from their Gross National Incomes 

(GNI). The Proposal also foresees that FTT member states should be given the right to 

preserve 10% of the revenue they gather to cover the expenses generated by the national 

establishments collecting the tax.        

 Once adopted and enforced the proposed FTT will alter dramatically the setting of 

European fiscal governance and take it one step closer to the establishment of a fiscal 

federation at the EU level. Although the FTT is planned as an indirect tax (meaning that 

national authorities will be the ones collecting it rather than the European institutions 

themselves), it will enhance the power of EU in terms of self-governance. Once the 

supranational organisation is provided with channels through which it can generate its own 

resources, it can basically take on a life of its own. Taxes are the existence of a state. What is 

more, “Schumpeter observed that the extraction of tax revenue by the state has an enormous 

influence on economic organisation, social structure, human spirit and culture, and fate of 

nation states” (Campbell 1993, 163). Thus, the when European taxation becomes reality the 

fate of nation states and the actors that steer their governance will be altered. Making the EU 

budget will be less dependable upon national contributions and more susceptible to other 

sources of income will inevitably change the relations between European and national 

institutions - mostly, in the sense that the role of the latter will be further undermined vis-à-vis 

the former.  

j) Concluding remarks: 

As Table 1 indicates, the development of fiscal integration in Europe has been marked 

by the creation and constant streamlining of legal provisions, procedures and mechanisms at 

the EU level. What is more, new methods for supervision, monitoring and enforcement have 

grown exponentially, thus leaving national fiscal authorities a minimal leeway for manoeuvre. 

European institutions and the Commission, in particular, have assumed the role of 

disciplinarians vis-à-vis national authorities and have sought to steadily fill-in the gaps of the 

primary fiscal rules.  

 At its initial stages, this process of integrating fiscal policies at the European level 

was perceived as an attempt to create a win-win situation within the EU, or what game theory 

refers to as a ‘zero-sum’ outcome. In both cases interdependent actors voluntarily decide to 

cooperate for the mutual benefits that such cooperation can bring. Addressing budgetary 

problems appearing in different - both small and big - member states of the EU, the fiscal 

policies, developed at the European level aimed to secure the stability and credibility of the 
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euro and, thus, preserve the robust economy of the Single Market. However, since the 

outburst of the crisis, the integration process in the fiscal sector has been marked by increased 

vertical sifts of competences - where the locus of power is slowly but steadily lifted above 

national authorities’ scope of discretion and placed in the hands of European institutions.  “It 

is the nature of the EU that there is only one way of travel, which is to more and more powers 

to the centre” (Grice 2013).  As a result, present-day national authorities, be it governments or 

parliaments, find themselves entangled in nets of European regulatory legislation, which 

restricts their capacity to perform some of the functions that they typically assume within a 

democratic state – such as the management of public budgets and sectors, for example.    

The observed shift of competences necessitates digging beyond the surface - i.e. the 

altering of institutional interplay in Europe - and looking into the effects which these 

processes of deepening integration have on national political parties. As scholars, debating on 

the measures which the EU has put forward to tackle the sovereign debt crisis, commonly 

observe, national fiscal institutions – both executive and parliamentary – have become more 

constrained in terms of their fiscal decision-making power. However, while a lot has been 

said in the media, scholarly, political and economic discourse about the effects of European 

fiscal integration on national governments, little, if anything at all, has been mentioned about 

the way in which political parties - whose existential purpose is to run for government - have 

been affected. 
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III. Chapter 2: European Integration, National Political Parties and Fiscal Sociology  

(How can changes within national political parties/party systems, appearing as a result of 

European integration, be studied?) 

“Searching for evidence of Europeanization and change in the dimension of politics would 

seem, at first sight, to be a rather straightforward undertaking” (Ladrech 2010, 128), 

considering that the EU is, to a large extent, run by politicians, residing in the EP and party 

governments - delegating representatives to the European Council and Council of Ministers. 

However, establishing a link between changes appearing at the level of national political 

parties and European integration appears to be a tiresome task, mostly due to the facts that 

direct cause-effect developments are rather hard to isolate and that “there is practically no 

mention of the role of political parties as actors in the integration process” (Ladrech 2002, 

390).  

Political parties are commonly perceived as a linkage between civil society and the state 

which, to a certain extent, explains why it is untypical for European integration to be analysed 

from their perspective. Ladrech, however, indicates that “interaction between organisational 

actors, especially when one increases its scope and jurisdictional influence, will result in the 

possibility of changes in the relationship” (Ladrech 2010, 23); which is why, it seems 

plausible to assume that fiscal integration in Europe, as presented in Chapter 1, has altered the 

relationship not only between national authorities and the European institutions, but also that 

between political parties, dwelling in the national institutions.  

It took three decades of European integration for scholars to start debating about the 

adaptational pressures which national political parties experience in the realm of increasing 

supranationalism in Europe. Whether a coincidence or not, it was the Treaty of Maastricht, 

dating from the same period, that included the first reference to political parties in Union 

legislation, - under its Article 138a - as Borzel (2012) notes. Since then, changes in the 

organisation and functioning of parties and party systems resulting from Europeanization, 

have become an important area of investigation for scholars seeking to establish the causality 

of European dynamics of governance.         

i.) Tracing Party Changes Resulting from Europeanization 
Scholarly literature dealing with Europeanization has developed various approaches to 

address the complex issue at stake.  Ladrech identifies of “five areas of investigation for 

evidence of Europeanization in parties and party activity: 1) policy/programmatic content; 2) 
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organisational; 3) party-government relations; 4) relations beyond the national party system; 

and 5) patterns of party competition” (Ladrech 2002, 396). In all these areas member states 

serve as laboratories for comparative studies. So far, research indicates that, indeed, parties 

have responded to adaptational pressures coming from a top-down direction as result of EU’s 

actions, though changes in political life at the national level have not been of significant 

character, yet. 

The first area of investigation is relevant because political parties are, without a doubt, 

the natural shapers of policies within a state. Scholars report that changes in 

policy/programmatic content, resulting from Europeanization, appear when parties increase 

the references they make to European issues, within their manifestos prior to national or 

European elections. The most evident policy changes of this kind establish a clear link 

between a pursued policy and the general position of the party on the issue of European 

integration, be it pro- or against-EU. Ladrech (2010) observes that, empirically, extreme 

parties tend to be the most active agents propagating policy changes in relation to 

Europeanization. As they are usually marginalised by the mainstream parties, who tend to 

have pro-EU disposition, extreme political parties usually mobilise the anti-EU card to steer 

opposition and attract supporters. However, as Petithomme argues, “the extent to which EU-

related issues might potentially constitute a matter of partisan debates in domestic campaigns 

in fact remains strongly influenced by contextual factors, and especially by their temporal 

proximity to ‘EU grand bargains’ and Treaty negotiations” (Petithomme 2012, 69). Hence, 

salience of the EU, as a whole, or any European issue, in particular, as well as policy changes 

proposed in reaction to EU’s actions are expected to preoccupy political debate, at the 

national level, only if parties perceive the polarisation of such issues and the pursuit of such 

policies as beneficial for their performance in elections. As Bandau and Zohlnhöfer put it, “in 

most cases considerations regarding vote or office seeking, rather than lack of policy success, 

drive programmatic change” (Bandau and Zohlnhöfer 2012, 2). 

Secondly, on the organisational level, changes occurring internally within a party in 

terms of distribution of power have been studied by scholars (Carter, Luther and Poguntke 

2007, Rauino 2002) who observed that empowerment of the central party leadership, within 

office, has occurred as a result of Europeanization. The authors argue that it is the exposure to 

and interaction with European institutions and officials that vests national party officials with 

first-hand information which they can use to their advantage. Party officials – mostly 

executive office holders and MEPs - engaged in the EU decision-making process have the 
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power to share with or withhold information from their respective party members, – or 

citizens, as a whole, - once the socialising or decision-making process ‘in Brussels’ has ended. 

Scholars (Carter and Poguntke 2009) indicate that some national parties have resorted to 

accountability channels such as ex ante and ex post talks with their representatives in the EU 

decision-making process; however, these meetings usually tend to have a tentative character, 

meaning that the instructions, which officials are sent to Brussels with, often undergo 

adjustment in the complex EU voting system - where countries have to align into a majority 

of somewhat converging interests (Raunio 2002, 420). Hence, the legislative procedures in the 

EU demand from national party official to form coalitions with representatives of other 

member states and negotiate in a flexible way. Moreover, internal party splits over EU issues 

– such as the resent split of the British Conservative party (Castle and Cowell 2013) over EU 

membership, for example – have also been studied by scholars (Smith 2012) embarking on 

the conquest of tracing signs of Europeanization at the organisational level of national parties. 

“The impact of British membership of the Union on political parties has been one of division 

and fragmentation” (Smith 2012, 1277), which implies that Europeanization does not have a 

positive effect on party systems. 

       Thirdly, changes in the relationship between parties and government have been 

uncovered by scholars like Mair and Katz (2002). Mair himself distinguished between ‘party 

in public office,’ ‘party on the ground’ and ‘party in central office;’ where the first type refers 

to the party members who have gained positions in parliament and government, at a given 

time; the second to the combination of all party members and electoral supporters in a 

country; and the third to the central party organisation and leadership, i.e. the executive 

branch of the party itself which usually coordinates party activities, recruits cadres, foresees 

spending of party resources, assures functioning of party bureaucracy and resides within 

party’s ‘headquarters.’ All three types of organisation compose and characterise present day 

mass and cartel parties throughout Europe. Globalisation studies indicate that the party on the 

ground has lost significance with regard to the other two; however, it is Europeanization 

literature that indicates that the relationship between party in public and central office has also 

undergone alternation. In some specific cases, like that of the French Socialist Party, both the 

party in public and that in central office share powers and jointly coordinate party’s policy 

positions. However, in most cases this is not the case and scholars dealing with this area of 

investigation (Katz and Mair 2002) (Molenaar and van Biezen 2012) report that, as a result of 

European integration and dynamics of supranational decision-making processes, the party in 
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public office has been empowered vis-à-vis that in central office. The latter has lost power due 

to the fact that elite socialisation and intergovernmental bargaining in Europe have 

predisposed party leaders to be more adaptive when negotiating a deal, under the umbrella of 

EU. Hence, the policy preferences and interests of the party in central office often get 

neglected, undefended or ignored in the supranational decision-making process.  

In addition to this, European legislation has targeted issues of transparency and 

accountability when it comes to party organisation and functioning at the national level. 

Regulations on funding, spending and European values of democratic governance have set the 

legitimate organisational framework which national parties have to live up to. This - in 

addition to national legislation governing the same matters – has left the party in central office 

with a tighter scope for manoeuvre and less influence over organisational matters.  

Some scholars (Ladrech 2010) (Auel and Raunio 2012) have focused on changes 

appearing within the party in public office alone by studying the altering relations between 

executives and legislatives within member states. The executive branch and the role of the 

prime minister have notably been strengthened vis-à-vis the parliamentary branch. On one 

side, the involvement of ministers and heads of government at the EU level has enabled them 

to initiate policy changes, which would not have passed within national parliament, from a top 

down perspective and wash their hands by simply saying ‘We had no other choice… Brussels 

made us do it…’ – or something along these lines. On the other side, EU decision-making 

limits the legislative autonomy of national parliaments and sets a regulatory framework which 

surpasses their scope discretion.  

Forthly, scholars (Braghiroli 2008) look into the connections which national parties 

have developed with their representatives in the EP/ European party groups. They report that 

the development of mechanisms for accountability and coordination between politicians in the 

national arena and those in the European one have been established, though rather poorly. The 

ambiguity surrounding direct democratic representation at the EU level is that most MEPs are 

attached to national parties, meaning that they run for a mandate in EP under the umbrella of 

the national political parties they come from, unless they apply as independent candidates, of 

course. However, once in office, MEPs are expected to distance themselves from national 

politics and take decisions applicable to the entire European citizenry, irrespective of their 

national party’s views and interests. Molenar and van Biezen (2012) investigate what 

mechanisms have been put in place within the European legal framework, governing the 
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actions of supranational parliamentarians. Party funding regulations targeting corruption and 

fostering transparency have been put in place to make sure that MEP candidates come from 

political parties which are eligible to exist and operate within the national setting. Moreover, 

provisions on democratic values, freedom of association, and party proscription have also 

been embedded in European legislation to assure that the respective candidate’s party has 

legitimacy to govern. However, once MEPs start relying on the Union, rather than national 

authorities, for their salaries, their loyalty and behaviour as political actors tends to shift away 

from national party preferences. This is why scholars study what mechanisms have been 

developed by national parties to keep their agents in EP in line with party interests. Scully 

notes that some parties, like the British Labour Party, have developed systems of policy 

discussions, in which MEPs coming from the party and national ministers – who are fellow 

party members - in office sit together to streamline the positions which the party will take at 

the EU level. However, the author acknowledges that such mechanisms for accountability are 

still rather scarce within member states and “the main compliance tool that parties possess 

over MEPs would appear to be control over re-nomination and/or political advancement” 

(Scully n.d., 12).  

Lastly, the fifth area of investigation deals with alternation of interparty competition 

dynamics in the national arena, appearing as a result of European integration processes. 

Generally speaking, patterns of competition develop over time within a political system - 

composed of two or more political parties - as a result of the political contestation unfolding 

between parties. Since political parties, existentially, seek to gain office, they naturally 

compete for the support of a given state’s citizenry through voicing their positions and stances 

on various issues of governance. Competition steered between parties, thus, usually revolves 

around the clash of their ideological convictions, which are commonly perceived as indicative 

of the ‘ideal version of society’ and the policy objectives which a national party pursues. 

Given the fact that post-industrial European states have been characterised by the a 

multiplying number of parties competing for access to government, the ideological distancing 

of parties from one another, has played an important role for interparty competition in the race 

for supporters at the national level.  

When it comes to European integration, parties compete along the pro-EU or against-

EU line of reasoning, whether on the issue of membership, as a whole, or on a particular EU 

issue, which has gained temporary salience in national political debates. Hence, “to the extent 

EU itself becomes politicised in national politics, new voters may be targeted in an 
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opportunistic strategy, either in a pro- or anti-EU position” (Ladrech 2002, 397). Past research 

(Taggart and Szczerbiak 2003), (Conti 2007) studying party attitudes to the EU has targeted 

the emergence of Eurosceptic parties throughout Europe and the dynamics which they 

accelerate within national political arenas. Depending on whether a party opposes the EU as a 

project or a particular issue emerging within European governance, Szczerbiak and Taggart, 

differentiate between ‘hard’ and ‘soft’ Euroscepticism. In present-day Europe, parties that are 

known for being hard eurosceptics are scarce and tend to be “confined to the periphery of the 

political spectrum, while parties located near the centre are pro-European” (Taggart and 

Szczerbiak 2003, 21) - with the British Conservatives constituting an exception to the rule (of 

course). It is indeed only in the UK that the polarisation of EU has reached such a high level 

as to establish a durable pro-/anti-EU dimension of party competition. Hence, competition 

over European integration is mostly spurred on an issue-by-issue basis.  

 Hellstorm (2008) and others (Hix 1999, Marks 2002) observe that throughout Europe, 

mainstream parties strive to transpose European issues into the left/right dimension of 

contestation and usually take a pro-EU stance to avoid additional polarisation of EU matters 

and preserving the status quo. The marginalised parties on the extreme left and right are those 

that strive to disturb the mainstream consensus, shake up the political debate and strategically 

attract voters discontent with the European phenomenon of ‘permissive consensus,’ by 

opposing the EU and the changes it brings. As a result of this, within all other member states, 

except the UK, issues of European integration tend to be transposed into the pre-established 

dimensions of contestation on an issue-by-issue basis. Thus, when national parties decide to 

oppose a particular European issue, they do so by evoking ‘soft’ Euroscepticism.  

To capture the effects of Europeanization in more detail, scholars look either at 

changing dynamics of political interaction within a selection of parties (those in government 

and opposition or those within a coalition, for example), or study the party system (with its 

left/right ideological continuum) as a whole. Converging patterns of government/opposition 

dynamics of political contestation, with regards to EU issues, have been exhibited; where 

parties in government generally tend to adopt pro-EU stances, - due to their interaction with 

EU actors and inside understanding of how the Union functions – those in opposition tend to 

resort to anti-EU rhetoric. In cases when governments are run by coalition of political parties 

or the passing of a bill in parliament/referenda depends on coalition formation, scholars 

(Brouard, Costa and König 2012) look into the power dynamics and interparty organisational 

efforts which EU issues steer. On the level of party systems, scholars (Conti 2007, Hellstorm 
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2008) look at how parties frame European issues and what sentiments they evoke when they 

decide to express their positions publicly; thus, trying to locate the party’s position on the 

left/right ideological continuum,that has been developed within a given state. The left/right 

demarcation of contestation has been developed and refined through research in comparative 

political studies. The idea these studies convey is that national political parties are not just 

‘empty vessels’ but ideologically charged actors, with established views and goals, when it 

comes to policy-shaping and matters of governance.   

Just like in the case of programmatic/policy change, politicisation of EU issues and 

changes in patterns of political competition, resulting from such politicisation, can be 

observed, most notably, in pre-election times - be it national or European - or when the Union 

infringes upon national sovereignty, though bringing about more supranational regulation. 

While political parties’ election campaigns often get scrutinised by both media and scholars, 

issues concerning the ideological consistency of parties, – whether observed through voting 

behaviour or ideological continuation of party legacy throughout time and across issues - 

when it comes to competition over matters of European integration, often remain unexplored.  

In this respect, the introduction of a Financial Transaction Tax at the EU level poses 

an interesting case for investigation. On one hand, it comes after a series of major, 

consequential changes in the European fiscal framework – which, supposedly, have already 

fostered political debate on fiscal matters, at the national arena. On the other, the issue of 

taxation, in itself, and fiscal matters, as a whole, have become politically sensitive within 

member states, ideologically speaking. Hence, it seems logical to expect that the translation of 

pre-existing political conflict on fiscal matters into a new level of contestation, i.e. the 

European, will have implications for the competition between political parties at the national 

level.  

ii.) Axis of Competition and Ideology of National Political Parties 

Within the national setting, parties naturally compete for supporters on the basis their 

ideological convictions, which can generally be translated along the one-dimensional left/right 

demarcation of political contestation. Stokes notes that “Downs interprets this dimension as 

the degree of government intervention in the economy. At the extreme left is complete 

government control, and at the extreme right no government intervention beyond the most 

limited state operations” (D. E. Stokes 1963, 398). As every democratic state in Europe has 

developed its own and specific political system, be it two-party or multi-party one, the 
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positioning of parties on the left/right axis alone is not indicative enough of the diverse 

ideological positions which parties have developed. As a result, theorists have introduced the 

notion of ‘political cleavages,’ which deems to further differentiate between the ideological 

affiliations of present-day national parties.  

Rovny provides a distinction between the terms ‘cleavage’ and ‘dimension,’ which are 

used commonly in party competition analysis. He notes that “cleavages appear on issues 

which a large number of individuals hold different views, while assigning relatively 

significant salience levels to it” (Ronvy 2011, 5). This confirms Lipset and Rokkan’s (1967) 

assumption that cleavages represent deep and long standing rifts in society, manifested by 

social rootedness and organisation. Dimensions, on the other hand, can be perceived as 

clusters of cleavages which form “coherent parcels of political values” (Ronvy 2011, 5). 

Hence, dimensions are “bundles of issues on which actors positions are more or less tightly 

correlated – which are the unintentional consequences of partisan struggle for political 

support, and thus are the building blocks of political space” (Ronvy 2011, 8). 

Kreisi and Grande identify four cleavages that have historically structured the 

European political space, namely, the centre/periphery, religious/secular, rural/urban and 

owner/worker cleavages. The authors also indicate that those four cleavages can be “boiled 

down to two dimensions: a cultural (religion) and social-economic one (class)” (Grande and 

Kriesi 2006, 923). They claim that despite the fact that the terms within which the two 

dimensions are discussed in present day politics have changed, - due to the evolved nature of 

political conflicts – their general classification still remains valid. The cultural dimension was 

transformed from “one mainly defined in terms of religious concerns to one opposing 

culturally liberal or libertarian concerns, on one side, and the defence of traditional 

(authoritarian) values and institutions, on the other” (Grande and Kriesi 2006, 924). On the 

socio-economic dimension, however, 

“new conflicts can be expected to reinforce the classic opposition between pro-state and 
pro-market position, while giving it a new meaning. The pro-state position is likely to 
become more defensive and more protectionists, while the pro-market position is likely 
to become more assertive in favour of the enhancement of national competitiveness on 
world markets.” (ibid. 924) 

The underlying message of the authors is that new conflicts which arise in society tend to be 

translated and encapsulated within the old dimensions of political conflict, in the shape of new 
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cleavage demarcations. Hooghe, Marks and Wilson also argue that “the standard model of 

European party system dynamics consisting of the following elements: 

• Contestation among political parties is limited to one or two dimensions. This renders 
competition among parties institutionally and intellectually tractable. 

• These dimensions are, first, a Left/Right dimension tapping greater versus lesser government 
regulation of market outcomes and, in many party systems, a related new politics dimension 
tapping communal, environmental, and cultural issues” (Hooghe, Marks and Wilson 2002, 
966) 

Scholarly literature ( (Mair 2000), (Conti 2006), (Grande and Kriesi 2006)) and 

debates on the democratic deficit of the EU, as well as on the ‘second-order’ character of EP 

elections, have led to the observation that EU issues have not constituted a new dimension for 

political competition, neither at national nor at European elections – the UK being an 

exception to the rule. Instead, scholars ( (Helbling, Hoeglinger and Wuest 2010), (Dechezelles 

and Neumayer 2010), (Parsons and Weber 2009)) tend to agree that European issues get 

transposed into the already established dimensions and cleavages on an issue-by-issue basis; 

meaning that if an EU decision has an implication for the market economy of the nation state, 

this decision will be polarised, or not, – depending on the willingness of parties to increase the 

salience of the given issue and on the perceived gains which the mobilisation of society on 

this particular issue may lead them to - by political parties along the socio-economic or 

cultural dimension. However, parties on the left and right defend different interests within a 

state and - as a result - their expectations from and satisfaction with European integration 

processes differ.  

iii.) Link between Political Ideology and Fiscal Sociology at the National Level 

In order to study whether the state of deepening European fiscal integration, as presented in 

Chapter 1, has led to changes in the patterns of party competition at the national level, it is 

necessary to understand how political ideology has been used, empirically speaking, to shape 

fiscal policies within a state.   

In the European context, fiscal policies are of great importance, especially, when it 

comes to political parties, as the ultimate goal of every party within a state is to gain office. 

Firstly, this is the case because parties in office have discretion as to how to dispose of public 

revenues and make use of public borrowing, which empowers them to shift the status quo 

towards what the given party perceives as its own ideal version of societal order. Hence, by 

gaining office the party, or coalition of parties, acquires resources to transform its ideological 
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convictions into policy changes. Secondly, being in office implies that the party/coalition will 

have the capacity to impose policy changes on tax matters, which can have implications for 

the amount of revenue that the government will collect and use to pursue its interests. The 

issue of taxation has had a great impact on the history of the national political spaces within 

Europe and it has been translated into the economic axis of competition, where the left 

generally supports collection of bigger taxes for the common good and welfare, while the 

right propagates tax reduction and less state intrusion into private and market matters (Tavares 

2004). 

Determinants of fiscal policies within a state are numerous - type of political system 

(parliamentary/presidential), voting rules (veto players), political fragmentation, size of 

government, degree of centralisation, (macro)economic and monetary conditions, fiscal crises,  

voters’ preferences, interest group representation, etc. Theory of fiscal sociology provides a 

framework for understanding how public policies are shaped and is handy when one speaks 

about management of public money from a political perspective, because it acknowledges that 

there are important non-economic determinants that shape tax policies. Campbell argues that 

fiscal sociologists perceive systems of political representation influential, if not even essential, 

in the determination of taxation tactics in ‘advanced capitalist societies’. Moreover, unlike 

economically centred theories which commonly seek numerical answers for and mathematical 

justification of public spending, fiscal sociology focuses on the effects which taxing, i.e. 

collection of public revenues,  has on state building, political rebellion and revolution, 

economic organisation, labour force participation and philanthropy. When it comes to the 

ideology behind taxation, “comparative studies suggest that governments run by leftist parties 

favour taxation and more progressive tax systems than those run by conservative parties 

because leftist governments tend to spend more and favour progressive income distribution” 

(Campbell 1993, 170). It has also been observed fiscal policies more susceptible to partisan 

politics within countries with pluralist party systems and/or coalition governments than within 

two-party democracies or those in which a single party has exclusive control over the 

executive and a majority within the legislative.     

Comparative studies ( (Tavares 2004), (Angelopoulos, Economides and Kammas 

2009), (Goodspeed, Le Maux and Rocaboy 2010)) on fiscal adjustments also indicate “the 

ideology of the party in government has become the most powerful predictor of fiscal policies 

and strategies of adjustment” (Tavares 2004, 2454). Hence, looking into the ideological 

affiliation of parties and their alignment on the left/right political spectrum, at the national 
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level, can be indicative as to why when governments change, fiscal policies tend to change 

along with them. Empirical results convey that left-wing governments are more likely to 

increase public social spending, when compared to right-wing ones. They are also known for 

generally spending more than right-wing governments (due to their attachment to 

redistribution and social assistance policies) and putting in place higher taxes for: capital 

income - rather than labour income - and consumption of goods and services (Angelopoulos, 

Economides and Kammas 2009).  

When it comes to tackling of budgetary imbalances, empirical studies also indicate 

that “the left tends to reduce the deficit by raising tax revenues, while the right relies mostly 

on spending cuts” (Tavares 2004). This is the case, for parties on the left typically gain the 

support of their electorates through favouring public policies such as social security and well-

fare, i.e. they are committed to public investment and employment, while those on the right 

gain supporters by propagating more public consumption, rather spending, and, thus, rely 

more on business cycles – than public intervention - to stabilise national economies. 

Therefore, one can conclude that “taxation is at the centre of ideological debate between left 

and right in every modern welfare state. Taxation is a critical arena in the politics of who gets 

what in society and who pays for it in all polities” (Steinmo 1989, 500). 

iv.) Why Study the Response of Political Parties to the Introduction of a Common 

European Financial Transaction Tax? 

The decision of the Council to allow 11 member states to move forward with the introduction 

of FTT comes after series of fiscal innovations in the EU legal framework – namely, the Six-

pack, the Fiscal Compact and the Two-pack – and major interventions in sovereign states’ 

policies on public spending – namely, austerity measures demanded from Greece, Ireland, 

Portugal and Spain, among others – which has inevitably politicised the topic of revenue 

collection and management, throughout Europe. The salience of EU governance in monetary 

affairs and its interference in budgetary matters has been brought along EU-wide public 

discussion about the Eurozone sovereign debt crisis. Media, political and economic 

stakeholders and citizens, in general, have followed the developments taking place in 

Brussels, and political contestation revolving around the eurocrisis vigorously, which suggests 

that polarisation of Union’s re-active actions to tackle the crisis, within national public spaces, 

has increased. Thus, it is expected that political parties have already felt the pressure to adopt 

a position with regards to the unfolding discussion on Europe’s future. 
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 Given (1) the conclusion of Chapter 1 that national authorities (executives and 

parliaments) have been affected by the tightening of EU’s fiscal framework and (2) the fact 

that it is political parties who dwell and compete for position in these national institutions; 

application of deductive reasoning would imply that political parties have been affected by the 

deepening process too (3) [where (1) + (2) = (3)]. It is, therefore, necessary to examine how 

political parties have responded to this development and positioned themselves with regards 

to it. Here, comparison of positioning of parties on the issue of FTT and their ideological 

justification of their positioning can serve to indicate whether interparty competition has been 

altered - in any way - or has remained indifferent to the matter.   

What is more, the introduction of a tax at the EU level is expected to cause 

polarisation in the national setting because it constitutes a new sphere in which the EU 

institutions acquire discretion. Hence, it is an event which can be isolated and studied as an 

issue of focal importance for political life in Europe. Borzel and Risse argue that there are two 

factors necessary for the occurrence of domestic changes in response to European integration. 

“First, Europeanization must be ‘inconvenient,’ i.e. there must be some degree of ‘misfit’ or 

incompatibility between European-level (…) policies (…), on one hand and domestic level 

(…) policies (…), on the other” (Börzel and Risse 2009, 1). The assumption here is that the 

higher the ‘misfit’ the bigger the adaptational pressure. “The second condition is that various 

facilitating factors – be it actors, be it institutions – respond to adaptational pressures, thus 

inducing the change” (ibid., 2)  

In the case of FTT, both conditions are met, which is why transformational changes 

are expected to appear within the national setting. Firstly, due to the fact that taxation 

appearing on a level higher than that of the central state government is an absolute precedent, 

not only in European but also in world history. Secondly, because the draft proposal foresees 

the set up of novel institutional settlements, within the nation states, responsible for the 

collection of FTT revenues, thus, implying that parliaments will have to lay down legislation 

addressing the establishment and functioning of these institutions. Moreover, public resources 

will have to be allocated to cover the expenses of these institutional establishments, staff will 

have to be recruited, operational procedures drafted, etc. With regards to the second condition, 

fuss about taxation of financial transaction is expected to come from labour unions 

representing workers that have felt the costs of the crisis the most. In Germany, “the campaign 

"tax against poverty", gathered a broad coalition of church, development aid and trade union 

organisations, and was able to win around 65 000 signatories to December 2009” (Die Linke* 
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2010). Moreover, a single-issue movement to promote the Tobin Tax called the Association 

for the Taxation of Financial Transactions and Aid to Citizens (ATTAC) has been established 

in France since 1998. Since the outburst of the crisis ATTAC has gained popularity and 

become globally represented with established branches in 33 countries around the globe - 

including Germany, Norway, Switzerland, Sweden and the Netherlands, amongst others 

(Association for the Taxation of Financial Transactions and Aid to Citizens (ATTAC) n.d.). 

v.) Changes in Competition Dynamics between National Political Parties, in 

Response European Fiscal Integration 

There is an absolute lack of research targeting this particular issue. However, since EU 

institutions’ scope of discretion is about to increase dramatically, - in terms of fiscal 

governance - the policy space within which political parties compete, at the national level, 

will inevitably decrease. What is more, parties will not only be deprived of policy space on 

fiscal matters but also of the capacity to claim responsibility for policy outputs, i.e. when 

austerity measures come from above, parties cannot argue that the results (whether positive or 

negative) of these measures are their achievements/failures. This is expected to alter patterns 

of competition, for as Borzel and Risse note: “Europeanization processes are constantly in 

motion and so are the domestic adaptations to them” (Börzel and Risse 2009, 18). 

Political scientists tend to agree that “parties essentially remain faithful to their basic 

ideology” (Bandau and Zohlnhöfer 2012, 3). As Conti (2007) notes, comparative political 

studies have so far put forward two major arguments with regards to Europeanization of 

political parties. “Firstly, there is cross-national tendency towards structured, rather than 

random party positions on the EU” (Conti 2007, 194), and ideology and strategic positioning 

of parties within the national political space can be significatory of these positions. “Second, 

not only are parties in every country expected to respond to the EU in a predictable way, but 

they also respond in a similar way across countries”(ibid., 194). Hence, in order to exhibit 

changes appearing at the level of national political parties, as a result of European fiscal 

integration, one can look for alternation in competition dynamics, resulting from the particular 

EU action of introducing FTT, beyond the borders of a single country.  

So far, studies on the changes in competition patterns within national political spaces 

have looked into “changing tactics and strategies by parties designed to capitalise on the ‘EU 

issue’” (Ladrech 2002, 397). The main area of investigation has been how parties respond to 

the EU as a political and economic project, on an individual or party system level. Findings 
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suggest that “the ideological location of a party in a party family is a powerful predictor of its 

position on this (European) issue” (Marks, Ray and Wilson 2002, 585). Moreover, a general 

observation has been made that the left side of the political spectrum has become increasingly 

excited over the opportunities regulation of capitalism that the EU provides, while the right 

has been increasingly displeased by the increased regulation which EU institutions exercise 

on the Single Market. However, it is not enough to simply establish whether a party supports 

or opposes the introduction of FTT. It is necessary to see also whether political ideology 

applied to the issue of taxation at the national level extends beyond the borders of the given 

state, i.e. whether parties follow the pre-electoral pledges/manifesto-promises they have made 

to their electorates with regards to the issue of taxation, or not.  

Hypotheses to be tested in Chapter 3 (on Germany and France as case studies): 

1. National parties address the issue of European taxation in the same way they 
address the issue of taxation within their respective national setting. Hence, 
deepening fiscal European integration does not change patterns of party 
competition within the national political arena. This outcome will prove that 
parties are not empty vessels, but ideologically driven actors the positions of which 
are rooted in consistency. It will also imply that the current status quo, where 
European issues remain secondary to national politics, will be preserved with 
respect to issues of European fiscal integration. 

2. National parties position themselves differently on the issues of European taxation 
and national taxation. Hence, Europeanization has occurred and changes in party 
competition can be observed. This will signal polarisation of the pro-/anti-EU 
dimension of political contestation within member state or imply that EU 
governance has become a diffusive factor in national politics. 

3. National political parties approve or reject the introduction of the FTT at the 
European level on the basis of their general positions vis-à-vis the EU. In case that 
a party is pro-EU and rejects the introduction of FTT or is against-EU and accept 
it, Europeanization can be considered to have occurred. Moreover, if internal party 
splits on the issue appear, this would also signal that Europeanization has taken 
place.   

The 3 hypotheses will be tested in Chapter 3 though analysis of: 1) political rhetoric, 

unfolding within the French and German party systems on national taxation policies and 2) 

the positioning of French and German national parties on the matter of FTT and the 

argumentation that they put forward to justify their positioning.  
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IV. Chapter 3: Europeanization of French and German Political Parties? 

(Have deepening fiscal integration and the introduction of FTT, in particular, let to 

Europeanization of national political parties and changed the patterns of interparty 

competition in Germany and France?) 

Competition on purely national affairs is a complex matter for political parties operating 

within a state, let alone competition on affairs of European governance, which - as Ladrech 

notes - constitute an external environment or, metaphorically put, a larger political ‘aquarium’ 

than the one which national parties are used to swim in. The complicatedness of politics in 

present day European states and the constantly evolving matters of social contestation, which 

political parties deliberate on, are ever-multiplying and the ability of political parties to 

communicate their preferences and perceived ideas have become decisive in the interparty 

competition for power and authority. This hard task has been additionally exacerbated by the 

penetration of European issues into the national political domain, which brings new 

uncertainties and obliges political actors to think of their states and constituencies with an 

outlook focused on the world and immediate regional environment, i.e. Europe, and take 

actions and decisions that are of national but also global/European relevance and significance. 

As a result, scholars (Helbling, Hoeglinger and Wuest 2010, 516) have observed that 

“political parties’ framing of European integration depends on the interests they traditionally 

defend at the national level, their general positions towards the EU and whether or not they 

belong to the established political forces in their particular country.” This implies, firstly, that 

a given party’s interests, as they are typically represented on the linear left-right ideological 

dimension of political contestation, can be indicative of the position which it will take on a 

particular European issue. Secondly, that all political parties in European member states have 

developed a general attitude towards the EU as a structure of governance, on the basis of 

whether they approve or disapprove of its existence and ways of functioning. And lastly, that 

– again, metaphorically put – parties that have been swimming in the institutionalised national 

‘fish tank’ for long enough have developed survival techniques, which serve them well in 

times when the political ‘water’ gets mudded by issues of European integration. Hence, 

knowing how a given party is positioned within its national ‘aquarium’ can be indicative, if 

not decisive, of how it positions itself within the European one.    

Given the fact that national political parties constantly feel the need to persuade their 

electorates about their capacity, ability and legitimacy to govern, issues on the public agenda 

often become subjects of political rhetoric. The composing units of a national party system 
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naturally engage in deliberation of societal matters, in an attempt to “build on a common 

information base, shared understanding and agreed ways of examining issues” (Finlayson 

2007, 545) Hence, national politics are, to a large extent, about the ideas, beliefs and 

meanings which parties attach to disputed issues and decisions within their national arena. 

This is why, if changes in patters of party competition at the national level, resulting from the 

introduction of FTT at the European level, are to be observed, it is necessary to study how 

national parties translate/introduce the particular issue within their natural terrains of political 

contestation, in terms not only of ideology (i.e. ideational framework and inherited beliefs) 

but also in terms of argumentation (i.e. reasoning justifying their positions and decisions).  

a) Methodology:  

In order to apprehend the complexity of interparty competition dynamics, unfolding over the 

issue of European FTT, in France and Germany, this chapter will apply rhetorical political 

analysis (RPA) as a methodology, developed by Alan Finlayson (2007). This particular 

method for analysing political contestation derives its strength from focusing not on the 

perceived interests of political actors – as rational choice theory does – or on institutional 

constructs which contain political actions, – that new institutionalist are preoccupied with – 

but on the argumentation which politicians and parties resort to in order to justify their actions 

and decisions, within the national setting. Aristotle, one of the first and most influential 

thinkers that developed this method, perceived rhetoric as the art of discourse in which one 

has to talk people into perceiving and apprehending the truth, as one sees it himself/herself. 

However, in present day democratic states, where it is commonly accepted that there is not a 

single viewpoint containing the universal truth to one or more policy matters, it is up to 

political actors to be as persuasive in their argumentation as to make the majority of people 

side with them. This is why present day political rhetoric is all about the “strategies used to 

construct persuasive arguments in formal public debates and in everyday political disputes” 

(Condor, Tileaga and Billig 2013, 262) Hence, the authority of political actors is dependent on 

their ability to articulate why a certain binding decision or policy action should take place in a 

given field or sector. This is precisely why Finlayson argues that it is worth looking into “the 

ways in which fundamental principles and ideas are (re)formulated, expressed and then 

(re)developed in argumentative action” (Finlayson 2007, 553) by political actors within the 

national terrain of contestation.  

 The method outlines four steps or areas of investigation/interpretation which unfold 

consequentially - each one focusing on a different aspect of political rhetoric - in an attempt to 
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capture the comprehensive image of contemporary interparty competition. The first 

methodological step is to identify the corpus of argument for analysis or the party stances that 

can be scrutinised. Since the main focus of this chapter is to examine whether there is 

consistency and continuity in political parties’ positions on the issues related to taxation, 

corporate governance (market regulation) and the EU, or not; the arguments which will be 

interpreted will come from different sources. Firstly, the data compiled by the Comparative 

Manifesto Project (CMP) - on how parties frame certain ideologically contentious issues 

within their electoral manifestos - will be used as to build a basis for comparison or a 

framework through which political argumentation on the issue of FTT can be analyzed. 

CMP’s dataset has been collected through the method of content-codification of party stances 

from electoral campaigns, held in the time span 1920-2012 across 55 different countries. Each 

code (from the total of 56 available) represents an issue category that has been addresses by a 

given party in its manifesto. The number of sentences/quasi-sentences containing a given code 

is weighted, percentage-wise, vis-à-vis all issue categories - that have been touched upon in 

the given party’s electoral campaign - to identify which issues and areas of contestation 

parties have stressed upon within their agendas, in the national race for supporters. The CMP 

data also provides an estimation of the left/right positioning of parties, based on the left/right 

distinction between codes provided by Laver and Budge (eds.): Government and Coalitions, 

Houndmills, Basingstike, Hampshire, the MacMillan Press 1992; where the left generally 

stands for market regulation and welfare state with high levels of taxation, collected and spent 

for the common good, while the right supports free enterprise and welfare state limitation with 

low levels of taxation. Since, however, the analysis of this chapter is focused on only two 

countries - namely, Germany and France - and strives to provide a contemporary overview of 

political parties’ ideological positioning in these two countries; the data which will serve as 

basis for comparison will be derived from the latest 2 electoral campaigns in France and 

Germany, coded by CMP. For France, these are the 2002 and 2007 legislative elections, while 

for Germany the last elections were held in 2005 and 2009. Although, France held its latest 

presidential elections in April 2012, the CMP project has not published data for this particular 

campaign yet, which might, to an extent, constitute a pitfall in the following research. 

However, since France is a democratic state with a stable political system, French parties are 

considered as consistent political actors whose actions and convictions are continuous and 

ideologically persistent. Hence, the lack of data from the French parties’ 2012 electoral 

campaign might challenge the currency of this research but not its overall substance.  
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The CMP’s data covers six French and five German political parties, which have been 

well established within their respective national setting; – meaning that they have gained seats 

in parliament in a number of consequential elections – hence, only the positions of these 

studied parties will be subjected to analysis in conducted this chapter. Namely, for France 

these will be Les Verts, PCF, PS, UDF, UMP and FN, and for Germany – The Green 

Alliance’90, PDS, SPD, FDP, and CDU/CSU. The fact that the analysis will not cover the 

entire arsenal of political forces, present within both countries, will not undermine the 

credibility of the following research for, as Petithomme argues, an important condition for 

Europeanization of political parties to become evident is that “mainstream parties need to be 

sufficiently divided and polarised on European integration, otherwise it would remain a 

‘valence’ and consensual issue that would not affect political competition” (Petithomme 2012, 

73). Hence, covering the political rhetoric unfolding within the mainstream political parties, 

i.e. those with significant influence in the process of policy shaping within the national setting 

in both countries, should suffice for the purpose of this research. The second source of 

political arguments is party stances on the introduction of FTT at the EU level, published on 

the official websites of the respective parties, and citations of party positions that have 

appeared in news articles, dispersed through online media.   

 The second step in the analysis will be to identify the context of relations/rhetorical 

situation in which the arguments, outlined in step one, took place. Since the CMP is based on 

party manifestos, officially distributed in pre-election times, the ideological legacy which is 

derived from CMP’s data need not require further contextual deliberation. Instead, what is 

important in this methodological step is to identify what positions political parties adopt vis-à-

vis one another - when it comes to the introduction of FTT - within their respective national 

settings. The political role-play, which the parties in France and Germany engage in, will 

provide valuable source of information about the context from which parties’ arguments 

originate.          

The third step will be to look into the form/shape of argumentation, i.e. whether it is 

the conjecture, definition, quality or place of the issue that parties preoccupy their 

stances/arguments with. The forth step deals with the substance of position justification and 

focuses on a number of aspects: how parties frame the problems related to FTT in terms of 

Aristotle’s differentiation between forensic, epideictic and deliberative types of rhetoric; the 

narrative through which arguments are carried out, i.e. what are the factors that parties use to 

justify or revoke the introduction the FTT; and lastly, the analysis will try to identify whether 
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parties’ arguments strive to appeal to the electorate through ethos, pathos, or logos. This final 

step of the method will serve to identify the codes through which parties communicate the 

issue to their constituencies and the ideational reasoning they deploy to explain its magnitude, 

only so that convergence/divergence with the findings of CMP can be exhibited.  

1. Corpus of argument for analysis 

The CMP dataset provides a general estimation on the left/right positioning of French and 

German parties, however, the factors (or codes) taken into account in that estimation include a 

broader range of issues, - such as party’s positions on matters like military expenditures, 

freedom and human rights, amongst others - which surpass the scope of issues relevant for 

this research. This is why, Table 2 has been constructed to encompass a smaller range of 

codes that provide an overview of parties’ ideological affiliations and can be 

indicative/explanatory of unfolding party competition on the issue of FTT. Firstly, the general 

positioning of parties on the issue of European integration, whether positive or negative, is 

recorded.  Secondly, party use of 12 different codes, characteristic for the left/right 

ideological alignment on the one-dimensional scale are taken into consideration. The codes 

are grouped into six pairs; where a pair contains one code/argument that parties on the left 

typically ‘pull out their sleeves’ during campaigns and one code that the parties aligning to the 

right often use as a counter that argument. The general question each pair of codes addresses 

is one, i.e. how to govern the country?, and the available choices for political decision on 

policies are two - a left-wing and a right-wing one. The first pair of codes seeks to indicate 

whether parties favour free or regulated market economy. Here the right typically fights for 

the liberalisation and freedom of enterprises, while the left supports state intervention in 

corporate activities and regulation of the private sector, as a whole. The second pair deals with 

the issue of protectionism. Parties that favour free trade and open economy usually stand on 

the right side of the ideological divide, while those that advocate extension/maintenance of 

tariffs or other domestic measures to protect the national economy, position themselves on the 

left. The third pair of codes indicates whether parties preoccupy themselves with the need for 

more market or economic planning (capitalism or socialism), i.e. whether they prefer dealing 

with direct allocation of resources for the market (such as subsidies or tax incentives aiming 

to attract investment and foster growth) or social sector expansion.  On this matter, the right is 

more favourable of capitalism and generally pursues establishment of incentives to induce 

enterprise and attract business development. The left, on the other hand, often stresses on the 

need for long-term economic forecasting of the expenditures needed to sustain the public 
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sector of a state and pursues planning of resource allocation and policies that boost the 

robustness education, healthcare, and other social services within a state. The forth pair of 

codes is concerned with the organisation and development of economics within the state, i.e. 

Orthodox (mainstream) economics vs. controlled/planned (heterodox) economy. Here the 

right vouches for economic institutions like stock markets and banking systems and generally 

expresses support for the engagement of such institutions for the maintenance of a strong 

currency, reduction of budget deficits and retrenchment in crisis; while the left propagates 

intervention of the state into the economic domain - meaning supervision and regulation of 

economic institutions, fixation of prices, wages, rent levels and working hours, amongst 

others. The fifth area of competition is that of welfare, where the right has been known for 

demanding reduction of public spending on social benefits and limitation of public money 

spent to support the unemployed and disabled citizens; while the left has taken the opposite 

stance – that of expanding the welfare state and providing more social security benefits to the 

citizens. The last, sixth, issue of ideological contestation, accounted for in Table 2, is whether 

or not labour groups should be involved in state-planning activities. Here, the right often 

propagates that trade unions abuse their power and demand working conditions that harm the 

profitability and functioning of enterprises in a state or limit the freedom of businesses. The 

left, on the other hand, commonly engages in dialogue with the working class, the 

unemployed and trade unions and prioritises on their expressed needs, when drafting its 

policies. The positioning of parties on this last issue is important due to the fact that the FTT 

evokes tension between capital and labour which has been increasingly polarised, cleavage-

wise, in present day European member states.    

 In order to analyse how parties in France and Germany position themselves on the 

above-outlined areas of contestation, Table 2 has been constructed on the basis of the 

frequency in which the issue-codes appeared in parties’ manifestos. In addition to the number 

of times a party has mentioned both of two codes, composing a pair, a calculation has been 

made to establish whether the party aligns to the right or left side of the ideological 

dimension. The applied formula is the same as the one used by CMP’s researchers to calculate 

the left/right estimates of party ideology: 

 
Left-right sore = Proportion (right - left) % 
(R – L)/(R + L) % 
Scale ranges from -100 to +100 
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However, it has been applied to each pair of codes (one associated with the right and one 

associated with the left (Budge 2013)) independently. The point of these calculations is not 

only to identify the priorities which parties have expressed in their manifestos but also their 

ideological distancing from one another on an issue-by-issue basis. Graph 1 and 2 represent a 

visualisation of French and German parties’ positioning on a one-dimensional space to help 

designate emerging patterns of competitions and polarisation on each of the 7 issues.  

1.1. Ideological Findings:  

a) France: 

When it comes to the general positioning of French parties on the issue of European 

integration, Table 2 and Graph 1 clearly indicate that the majority of parties, with FN being 

the exception, unanimously favour the EU and its way of functioning. Five of the parties align 

to the most favourable position possible, while FN stands in exact opposition. Hence, under 

this indicator, all parties – but the FN – are expected to support the introduction of FTT at the 

European level. If the expectation is not fulfilled by the following research, this would 

indicate that Europeanization has occurred and patterns of competition have been changed, at 

least to a certain extent. 

With regards to the issue of market regulation, The Greens, PCF, PS and UDF 

evidently align to the left, thus favouring state intervention in matters of corporate 

governance. While in 2002 PCF and UDF showed no preference on the issue, in 2007 they 

clearly stressed on the need for corporate regulation within their agendas. UMP, on the other 

hand, has changed its stance on the matter in the period between the two elections. While it 

seemed to be strongly pro-market regulation in 2002, in 2007 it undertook a milder approach 

by making more references to the need of free enterprise functioning within the country, thus 

aligning closer to the right. Hence, the only remaining party, FN appears to be a minority on 

the right with its support for free functioning of enterprises and less state control over the 

market. Moreover, its position has strengthened over time as the references it made to the 

need for free enterprise, within its manifestos, drastically increased (from 8 to 64) in the 

period between the two elections. Hence, the Greens, PCF, PS and UDF which are left, and 

centre-left parties, are expected to show support for the introduction of FTT at the European 

level as it aims to regulate the functioning of financial institutions within the Single Market; 

while UPM, which slightly favours market regulation over free enterprise might express a 

different opinion and oppose the FTT, given its fragile ideological alignment to the left and 
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overall centre-right position. However, as UPM’s position is ambiguous, it would be worth 

looking into the arguments which the party puts forward to justify its opinion on FTT. The 

FN, which is the only party on the right within this estimation, is expected to oppose any 

further European intervention in the functioning of the market.     

With regards to the issue of protectionism, in 2002, only UDF and FN expressed the 

need for such and aligned strongly to the left side of the dimension. UDF’s position is formed 

by the 2 positive references it made on the matter, during both elections. FN’s one, however, 

seems way more intentional and forethought, as the party made 22 and 29 references stressing 

on the need for protectionism, in, respectively, its 2002 and 2007 electoral campaigns. Hence, 

FN, which is a far right party, underlined that national policies should aim at preserving the 

French market from externalities - a leftist position that can be, to a certain extent, accounted 

for by the party’s nationalistic family origin. In 2007, PCF also included the issue of 

protectionism within its manifestos in a favourable way. UMP, on the other hand, appeared to 

support the opening of the French market and aligned to the right.   

The third issue of economic planning causes ambiguity in the left/right positioning of 

French parties due to the fact that parties that are typically associated with the left (the 

Greens, PCF, PS and UDF) align themselves to the right; thus, approving of the need to 

provide incentives for businesses development and attraction of investment (through 

reduction of corporate tax levels and subsidising of start-up companies). Another ambiguity 

under this issue springs from the fact that UMP, which is a centre-right party, aligned to the 

left side of the ideological continuum by stressing on the importance of economic planning. In 

2007, however, it made a shift to where it belongs, i.e. the right, and joined its competitors in 

their support for capital tax reduction. FN shows the only unsurprising outcome of all as it 

sticks to its far right views on the matter during both election years. Hence, competition on 

the matter has lost momentum and amalgamation of party positions has notably occurred. 

On the contentious matter of pursuing Orthodox versus controlled economy in France, 

polarisation also seems to be lacking. In 2002, only FN expressed position on the issue by 

making a single reference in support of the former and, thus, aligning to the right. In 2007, all 

parties, but PCF, expressed views on the issue; however, alignment to the right side of the 

political spectrum and convergence of political views can be observed in Graph 1. Les Verts 

and FN supported economic Orthodoxy at 100%, while PS and UMP did so to a lesser degree, 

by acknowledging the counter need for a controlled economy with a few references. 
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Therefore, this particular divide does not seem to steer significant competition between 

French parties. 

On the issue of welfare in France, yet another ideological conversion of parties can be 

observed. All six parties support the expansion of social services and public spending on 

matters such as health, social housing, unemployed benefits, etc. What is surprising is that 

UMP, which is a centre-right party, seems to stress on the need for welfare expansion the 

most, by making the total of 130 references in support of it. This finding clearly contradicts 

the expectation that the party’s general positioning on the right-wing of the ideological 

continuum would advocate cuts in public sector spending. Hence, yet again, there seems to be 

political consensus and, as a result, lack of competition on the matter of welfare in France.  

Lastly, the issue of labour group inclusion in policy planning also seems to be 

addressed by parties with unanimity, at least in the 2002 electoral campaign. Table 2 and 

Graph 1 indicate that party consensus on the position that the voice of the labour should to be 

respected and acknowledged by the government seems evident in 2002. In 2007 a slight 

diversification of party opinion can be observed as UMP indicated that labour inclusion can 

be both beneficial and harmful to policy planning, thus, adopting a neutral position on the 

matter. FN references also indicate that the issue should be approached with more caution as 

it increased its references to the negative consequences which labour groups involvement may 

lead to. However, its overall score still indicates that the party adopts a leftist position on the 

issue. Thus, political polarisation of the issue is rather non-existent.  

b) Germany 

In the German case, political parties seem to have an overall positive attitude towards the EU; 

however, significant changes in the positions of two parties (PDS and CDU/CSU) can be 

exhibited in the time span between the two elections. While in 2005 CDU/CSU seemed to be 

the most Eurosceptic party of them all, - due to making an almost equal number of positive 

and negative references to the EU - in 2009 the party clearly shifted its opinion towards the 

pro-EU side of the dimension. On the contrary, PDS seemed to be more supportive of the EU 

in 2005 than in was in 2009 - when its overall pro-EU stance came close to the negative side 

of the equation, with just one more stance on the pro-side than on the against-EU one. The 

Greens, SPD and FDP show an increase in their support for the EU in the period between the 

two elections, although all 3 parties appear to make some negative references to the 

integration process. Hence, if one were to exhibit opposition to the introduction of FTT at the 
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EU level, it will most probably come from PSD, which has evidently lost confidence in the 

EU over time.  

 The debate on market regulation seems way more polarised in the German political 

systems during the 2005 elections, than it does in the 2009 ones. While in 2005 there was a 

somewhat clear divide between left/right, with PDS being the most leftist, followed by the 

Greens and SPD ; and FDP and CDU/CSU and aligning to the right, with an almost equal 

support for free functioning of enterprises. In 2009, however, all parties align to the left side 

of the ideological continuum, with divergent degree of support for state interference in the 

German’s market economy. PDS, the Greens and SPD remained the parties most supportive 

of corporate governance policies, while CDU/CSU attributed only 35% of its support for such 

measures. FDP almost aligned in the very centre of left/right divide as it refers to market 

regulation just 5 times more than it did to free market enterprise. This convergence of German 

parties to the left can, to an extent, be attributed to the fact that the elections in 2009 followed 

the outburst of the economic crisis, which alarmed governments across the world about the 

need for more state supervision of certain private sectors, such as the housing and banking 

ones. Hence, in the German case, if one is to expect opposition to the introduction of FTT it 

will most probably come from FDP and CDU/CSU, for they are both centre-right parties, 

which seemed to have temporarily lost their ‘rightness’ on the issue of market governance in 

the 2009 elections. 

 Polarisation on the issue of protectionism of German market economy seems to have 

appeared in the 2009 elections. While in 2005 the Greens and FDP seemed to be the only ones 

expressing positive opinion about the need for free trade and opening up of the German 

market (thus aligning to the right), the other parties remained indifferent to the given matter. 

In 2009, however, the Greens shifted their preference on the left side of the scale as they 

expressed the need for more protection of the German market - a position that is more intact 

with the overall centre-left ideology of the party. PDS also took a left stance on the issue in 

the 2009 elections by making 3 references to the need to keep trade tariffs and quotas in place. 

The rest of the parties (SPD, FDP and CDU/CSU), however, clearly aligned to the right and 

underlined the need for opening up of the national market. Only in the case of SPD does this 

constitute divergence from party’s overall centre-left ideology. 

 Notable convergence in political positions on the contentions issues of incentives 

versus economic planning can also be observed in the 2009 German elections. While in 2005 
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the Greens and PDS aligned to the left, in compatibility with their overall left-wing ideologies 

(where governments headed by them would typically engage in long-term planning of the 

economy); SPD diverged from its expected position by adopting a rightist attitude and 

favouring reduction of taxes and introduction of aid policies for developing businesses, 

instead of economic planning. On the right side of the equation remained FDP and 

CDU/CSU, where the later clearly indicated that incentives aiming to attract investment are 

needed, while the former did so but to a lesser extent. In the 2009 elections, however, all 

parties – with the exception of SPD – adopted right positions on the given matter. Those that 

clearly advocated the need for incentives were the PDS, CDU/CSU and FDP. While the latter 

two are right-wing parties and are naturally expected to do so, PDS seemed to have adopted a 

position which is untypical for a left-wing party. Moreover, the Greens also altered their 

position and expressed more support for tax incentives than for economic planning. This 

alignment to the right can be result of the economic downturn which the 2008 crisis brought 

and can, thus, be interpreted as a general political will to attract investment and increase 

growth in though global times.   

 On the orthodox versus controlled economy, interparty competition is more 

pronounced – although not entirely polarised - in the 2009 elections than in the 2005 ones. In 

the latter, all but PDS aligned to the right and put forward arguments in favour of strong 

economic institutions and currency. In 2009, however, party positions diversified to an extent. 

While PDS remained the only competitor on the left, the Greens and SPD became 

increasingly more sceptical of orthodox economic policies, thus moving closer towards the 

centre with more modest positions on this particular contestation. FDP and the Greens took a 

far-right stance in 2009, thus, clearly expressing objection to state control over the economy.    

 On the issue of welfare management within Germany, political parties’ opinions 

converge to the left, just like in the French case, although more distancing can be observed. 

Graph 2 shows that, in 2009, all parties support expansion of the welfare state, however, FDP 

seemed the most dubious about the pursuit of such policies.  

 The same observation applies to the issue of labour group involvement in state policy-

planning activities. Regardless of their general ideological predispositions, all parties favour 

engaging with trade unions and labour organisations and acknowledging their needs. 

However, FDP seems to be the most alert party, in the sense that it warns that the inclusion of 

such groups in the planning process can be harmful to the economy way more than others did. 
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Thus, its position comes very close to the centre of the left/right divide. Hence, if any of the 

German parties are to favour capital over labour involvement and reject the FTT on those 

grounds, it will most probably be the FDP - due to its right ideological predisposition.               

c) Conclusions  

Although one would expect parties to fiercely compete on all seven pairs of issues (EU + 6 

left/right issues) for the attention and support of voters, the findings of Table 2 and Graph 

1&2 indicate that convergence of party positions on certain policy areas has occurred and 

competition, on some matters, has decreased over time. For France, 2007 brought 

convergence to the right, when it comes to incentives and economic orthodoxy; and 

convergence to the left, on the matters of welfare and labour groups inclusion. In Germany, 3 

left issues appeared to align all German parties on the same side of the dimension in 2009 

(regardless of their overall left/right ideological position), i.e. market regulation, welfare and 

labour groups. Surprisingly enough, on two of these ideological indicators (welfare and labour 

groups),   the positions of French and German parties seem to converge to the left, across 

borders. Since so observed points of political convergence cannot be used to explain any party 

competition that might occur on the matter of FTT, it is worth looking for factors, such as 

internal national developments and external circumstances, to account for the unveiled 

political consensus and provide explanation for this odd political behaviour, occurring within 

and between the two countries.  

In the French 2007 elections, the six analysed parties aligned to the right-wing of the 

dimension by advocating for more tax incentives and subsidies, provided by the state, to boost 

business development in France. While this can be considered as a typical position for UMP 

and FN, for the rest (left and centre-left parties) such alignment to the right is in contradiction 

with their ideological placement within the French party system. This development can, to an 

extent, be explained with the globally-shared perception - at that times of global economic 

growth - that neoliberal policies are lucrative, rather than risky, for national economies and 

that more corporate investment can brings more growth and higher levels of employment. 

Hence, the stability of the global market and the lack of economic retrenchment in 2007 can 

be the cause of the rightist convictions of French parties, when it comes to ‘inviting’ 

businesses to their country. In this sense, it is a pity that there is no data from the 2012 French 

elections, for the positioning of parties in this troublesome period of global economic and 

financial turbulence had most probably steered more political competition on the issue than in 

the electoral 2007 did.      
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Alignment to the right side of the scale is also evident in the French parties’ positions 

on the issue of Economic Orthodoxy, in 2007. The four parties that expressed an opinion on 

the matter (Les Verts, PS, UMP and FN) seemed to jointly favour free functioning of 

traditional economic institutions, such as stock markets and banking systems, over direct 

government control of and intervention in the economy. While for UMP and FN the right-

wing can be considered as their natural habitat, for Les Verts and PS it is supposed to be a 

rival’s territory. The formation of party consensus on the right in 2007, thus, can be attributed 

to the good fiscal and economic performance of the country in the year prior to that of the 

elections. France’s deficit, under Chirac, shrunk from 3.6%, in 2005, to 2.9%, in 2006 

(Trading Economics 2013), thus, passing the 0.5% reduction threshold and falling under the 

3% debt limit, required by SGP. Hence, the liberalisation of market policies undertaken by 

Chirac – President of France and member of the UMP, at this time, who removed price 

controls and lowered taxes rates – and the positive effects it seemed to have on the French 

fiscal year, might have allured his opponents into trusting right-wing policies more than left-

wing ones, at the given election time.  

In Germany, the party manifestos for the 2009 Bundestag race revealed a different 

development, i.e. party alignment to the left side of the dimension, when it comes to market 

regulation. FDP and CDU/CSU’s joining of the left-wing club here seems rather peculiar, 

given that the two parties composed a notably centre-right government after the elections. 

What is more, in 2008 the country recorded a budget surplus of 0.2% (Trading Economics 

2013) which indicates that the national economy was performing well during the outburst of 

the global financial crisis, under the governance of CDU/CSU and SPD - the grand coalition 

whose policy “talks focused mostly on budget reductions and tax increases” (Miko 2006). 

What is more, the elections took place a few months prior to the outburst of the Greek 

sovereign debt crisis, at times when the country’s urgent need to borrow from fellow eurozone 

member states (like Germany) was not evident yet. Hence, left alignment of right-wing parties 

on the issue of market regulation can only be attributed to external factors such as the burst of 

the housing bubble and bankruptcy of Lehman Brothers in US and understood as an act of 

political precaution and awareness of the global economic situation.       

The French and German parties’ alignment to the left on the issues of welfare 

expansion and labour groups inclusion can be attributed to a number of similar developments 

which present-day, post-industrial European societies share. When it comes to welfare, “Mrs 

Merkel never tires of saying that Europe has 7% of the world’s population, 25% of its GDP 
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and 50% of its social spending.” (The Economist 2013) Indeed, the ‘European social model’ is 

distinct in its pursuit to strike the balance between economic growth, living stands and 

working conditions or, in a sense, to reconcile and synchronise the economic, social and 

political life within a given country. It has often been contrasted to the neo-liberal American - 

almost-non-existent - welfare system, which Obama strived so vigorously, yet unsuccessfully, 

improve during his second term in office. Obama himself declared that Americans have much 

to learn from Europeans when it comes to social security. Many developed and developing 

states have used European countries as role models on the example of which they construct 

their public policies issues such as taxation, healthcare, education, unemployment and others, 

for the ‘European social model’ seems proved its capacity to establish social cohesion.  

From the Europeans’ point of view, states’ ability to provide social security and public 

services is perceived as essential as the ability to preserve piece. What is more, welfare has 

become a norm in Europe, pretty much like democracy has. Just like voting in elections, 

paying taxes has become an act though which citizens affirm the rightfulness of political 

governance within their countries. When citizens are dissatisfied with the management of 

national economics or displeased about the public services, which governments provide them 

with, they tend to punish the political rulers by lowering the amount of taxes collected - until 

the economic conditions and the standard of living are improved. Revenues distribution for 

the achievement of social cohesion and public contempt with living conditions has, thus, 

become an indispensible function of governments throughout Europe, and French and 

German parties’ alignment to the left side of the dimension clearly indicates this. Although all 

parties appear to be supportive of welfare expansion, they most probably understand it 

differently. Typical left-wing parties’ focus on policies such as social benefits for unemployed 

and disadvantaged segments of society, while for a typical right-wing government welfare 

expansion would most probably mean more public investment in education and healthcare, for 

both of these factors have the potential to increase productivity and economic growth. Hence, 

the political debate on social market economy in present-day Europe is way more about the 

type of policies though which it can be achieved, rather than about a clear cut pro/against-

welfare dichotomy.  

    When it comes to the left alignment of political parties on the issue of labour 

groups’ inclusion into policy planning activities within France and Germany, the external 

explanatory factors can be numerous, ranging from decline of industrial production and 

assembly-line work to the rise of economic globalisation and education levels around the 
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world. Internally, however, the reasons for such favouritism towards labour groups can be 

attributed to political strategy and, to an extent, balancing function which state forces have on 

the markets. On the first matter, political parties have realised that workers are the biggest and 

most important segment of voters, the satisfaction of which is a prerequisite for political 

stability. Throughout Europe, white- and blue-colour workers are the most politically active 

chunks of society and their targeting in electoral campaigns is a necessity for the success of 

political parties. In contrast, corporate workers in international firms and those engaged in the 

global finance and trading sectors have been known for their mobility and increased 

cosmopolitanism, due to their work-related travels and relocation throughout career 

development. As a result, these types of workers lack attachment to national states and often 

ignore elections as something they either have no time, or no willingness to participate in. On 

the second matter, big corporations and organised interests groups (which tend to be industry- 

or sector-based) have increasingly resorted to lobbying national and European institutions 

directly – especially so in the past decade; thus, influencing governance and policies though 

non-democratic channels of representation. Those who have the resources and networks to 

influence legislation do not wait for elections to come but establish offices near national and 

European institutions and engage in day-to-day dialogue with them. Due to lack of resources 

and cross-sector cohesion, workers and their unions often find it hard to make their interests 

heard and feel increasingly underrepresented and unprotected from the more powerful and 

resourceful businesses and corporations. Hence, it seems natural for political parties to side 

with labour groups in an attempt to strike a fair balance between corporate and labour 

representation within state policy-planning. Citizens and workers need to feel protected from 

emerging global economic forces - which notably, since 2008, have been acknowledged to 

posses the power to impact on the daily lives of many, across the globe - and they expect to 

receive that protection from their state institutions, which happen to be run primarily by 

political parties.  

These observations lead us to the eternal question in politics – who leads and who 

follows? Is it parties who strategically propose policies that target the needs of their citizens in 

pursuit of office, or is it citizens who follow the policy ideas that political parties develop, 

based on their options and preferences? The social unrest which Europe experienced and still 

is experiencing, as a result of the crisis, spur from the fact that many European citizens felt 

victims of global and regional/European circumstances, which their states were supposed to 

protect them from. Many governments fell and the parties that campaigned to replace them 
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seemed to promise citizens what they wanted, rather than needed, to hear - with Greece being 

the perfect example of this. What parties across Europe seem to leave out of their manifestos 

is the fact that globalisation of trade, markets and capital has given enormous power to non-

governmental establishments whose regulation falls beyond the scope of any state. Moreover, 

instead of communicating to their citizens the changes and problems which growing global 

interdependence (both financial and economic) brings, parties continue proclaiming that local 

solutions and remedies can cure global problems or prevent them from affecting national 

societies. As the Financial Times reports, the position of nation states is dubious:  

“On the one hand, the market economy seeks opportunities across national borders. 
Most manufacturing, finance and any service that can be digitised are highly tradable. 
On the other hand, political institutions, regulatory frameworks and human loyalties are 
national or even local. Destabilising this uneasy balance has been a loss of trust in the 
justice and efficiency of the market economy” (Financial Times 2013, 25). 

Indeed, admitting that you have been outnumbered and overpowered by global forces, which 

do not fall under your democratic rule (such as IMF for example), is not the best political 

campaign a party can pursue; due to the fact that proclaiming yourself as helpless will not 

bring you popular support, mostly because the illusion of political power lies in perceived 

grandness and capacity of actors to alter circumstances and steer change. Hence, it seems 

logical to ask “whether one can induce sufficient outcomes by way of changing people’s 

expectations?” (Costa-Gomes, Huck and Weizsäcker 2010, 1) Since ideology is rooted in 

beliefs and pre-defined worldviews, - “where beliefs are targeted to bring about behavioural 

change” (ibid., 5) - it is worth looking into how parties communicate the issue of FTT within 

their national arena and whether globalisation pops up in their argumentation or not.  

1.2.Party Stances on the Introduction of FTT at the European Level2  

a) France  

i. The Greens 
François de Rugy (Member of the National Assembly) Debate Prior to the European Council 
(16.6.2010): “We promise a firm and bold common positions on the international scene at the 
next G20 – to see taxes on financial transactions and banking regulations strengthened. If only 
that were true, Ministers, you have our support! But beyond these promises, coming after so 
many others not acted upon statements, our citizens expect actions. And these acts are to ask 
the European Council” (de Rugy 2010). 

                                                           
2 The stances of French and German parties have been extracted primarily from French and German websites 
and Google Translation has been used for their adaptation to English. As a result, some linguistic errors are 
expected to have occurred in the process.   
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Eva Joly (MEP) ‘Ecology, solution, The Eva Joly presidential project’ (11.02.2012): “France 
will put all its weight behind the establishment of a true tax on financial transactions within 
the European Union, starting with the euro area.” (Chiffrages/Dechiffrages 2012) 
Pascal Canfin (economic adviser of Eva Joly, MEP, and co-founder of Finance Watch): “One 
state cannot impose tax so ambitious. A global tax on all financial transactions could raise 
tens of billions of euros. The approach is counterproductive to the ultimate goal which is to 
have a global tax on financial transactions. As all financial markets (excluding London) are 
located in the euro area, it’s the right level to do that in Europe.” www.europeecologie.eu, 13-
01-2012; "The vote of the Committee on Economic and Monetary Affairs of the European 
Parliament is a strong support for the original proposal, which would raise 55 billion 
euros." An amount that would, according to the MEP fund "both the EU budget and national 
budgets." (La Tribune 2012)"This vote is a blow to the mini-tax Sarkozy." 

ii. PCF 
Eric Bocquet (Senator, PCF Member): “In an ideal world we would control tax evasion, in a 
few years, we could reduce the deficit.”;"The difference between optimisation and evasion is 
the thickness of the wall of a prison." (Bocquet, Évasion fiscale: "en quelques années, on 
pourrait résorber le déficit"/Tax evasion: "In a few years, we could reduce the deficit" 2013); 
“The fight against tax evasion is the civic dimension, including the workplace. The 
representative bodies should have expanded powers to undermine these practices. Institutional 
actions are not enough. This is a matter that concerns all citizens.” (Bocquet, Eric Bocquet: 
"Les évadés fiscaux ont toujours un coup d'avance"/"The tax evaders are always one step 
ahead" 2013) 

Pierre Laurent (National secretary of PCF): “This is a very serious crisis, we must get to the 
root of the problems, we will not just rhetoric. Clearly, it is the conflict of interest between the 
world of finance and significant fractions of the political world which are at the origin of the 
crisis. And this is what we must address. There are proposals to do what is on the table for a 
long time. So we have to act.” (Laurent 2013) 

Francis Wurtz (MEP) "It will lead to tough battles with breakdowns and crises." But no, "it 
is not a mere utopia." (L'actualité du PCF 2013); “We need to show alternative paths for the 
rebirth of hope among the people and universalist ideas are needed.” (Wurtz 2010) 

André Chassaigne (Member of the National Assembly): “But I was that night in the 
Chamber to fight against an aggressive right headwind against the first government measures, 
without any sense of shame... the defender of workers and smaller! Left Front MPs vote with 
conviction the provisions of this bill supplementing the budget: repeal of the so-called social 
VAT, removal of the social and tax exemptions attached overtime, […] doubling of the tax on 
financial transactions, etc…”1 (Chassaigne 2012) 

iii. PS: 
Francois Hollande (President of France) Speech Bourget (22.01.2012): "I propose a real tax 
on financial transactions to those in Europe who want to implement it with us." 
(Chiffrages/Dechiffrages 2012); I brought up the idea on the tax on financial transactions long 
time ago, arguing of course that it is going to be effective and perform well, if introduced in 
several countries in Europe.” Speech Project presentation (26.01.2012) 
(Chiffrages/Dechiffrages 2012); “Today we need to take a second step and introduce a tax on 
financial transactions – that has already been agreed on by several European states – so that 
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the capital movements that profit from globalisation can contribute to international 
development and the fight against pandemics.” (François Hollande 2012) 

Socialist Party: We propose to introduce a tax on financial transaction of 0.05% […] At the 
level of the European Union it will generate an additional 200 billion euros per year. The 
revenues collected can be assigned to two priorities: funding assistance for developing 
countries to help their adaptation to climate change, and reduction of member states’ 
deficits."Socialist Project 2012 Change" (16.04.2012) 
Arnaud Montebourg (Minister of Industrial Renewal): We cannot make the middle and 
working classes pay the bill and the debt slate of France. They need to be paid by the financial 
system and banks. AFP 08-01-2012 
Pierre Moscovici (Minister of Finance): "I think they (revenues from the tax) should rather 
go to the EU budget (rather than national budgets), but we have time to discuss it," "Are we 
making plans for growth? I am for. Is it because of development projects, I am for too," (Le 
Huffington Post 2013) 
“The projects launched in France and in Europe under the leadership of François 
Hollande: 

1. Adopt the automatic exchange of information as new European and global 
standard; 

2. Fight against the erosion of tax bases, especially in the digital; 
3. Fight against the opacity of legal entities, and the identification of beneficial 

owners 
4. Fight against money laundering and generalise the obligation of transparency, 

country by country, beyond the banks. 
5. Deny tax benefits for transactions lacking economic substance; 
6. Review the list of non-cooperative and make joint retaliation against the ETNC 

States; 
7. Review the criminal offense of tax evasion by making the deterrent and easier to 

implement sanctions; 
8. Harmonise criminal law of tax evasion in the EU; 
9. Impose financial groups to provide to the tax authorities, a country by country 

accounting; 
10. Introduce the objective of good tax governance in all relevant national and 

international.” (Party Socialiste 2013) 

iv. UDF 
François Bayrou (Party Leader/ Presidential Candidate in the 2012 Elections): “It will collect 
tens of billions which must be spending on social protection and to cover the costs of the 
labour. It is progressive, it does not affect the consumption of France and it does not lower the 
standard of living. I also wish that some of the revenues from this tax go to the poorest 
countries in the world and the developing ones. Say 9/10 for social protection and 1/10 for the 
poorest countries.” (Chiffrages/Dechiffrages 2012) 
Marielle De Sarnez (campaign manager of François Bayrou): “Taxing the banking would be 
a fair contribution to the collective effort by the financial sector. In this time of crisis in which 
we are, it is a good signal for all Europeans. This tax is good because it favours the long-term 
over the short-term. With the development of high-frequency trading, […] it is quite normal 
for this type of transaction tax of 0.01% or more to be implemented. Such a measure could 
yield 55 billion euros per year.” www.mouvementdemocrate.fr, 28-09-2011;"It would be 
better for everyone that this is done at the European level, or at least at the level of the euro 
area." (LeJDD 2012) 
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v. UMP 
UMP: “We want to be put in place a tax on financial transactions to help finance economic 
and social development of less developed countries and to help finance the fight against 
climate change.” “The ambition for France is to place itself in Europe and the world.” 
(Chiffrages/Dechiffrages 2012);  
Nicolas Sarkozy (Former President of France): “A tax on financial transactions is technically 
possible, financially indispensible and morally unavoidable.” Speech at the G20, 
(03.11.2011); Involving the finance to repair the damage it has caused – it is a question of 
efficiency. It is a matter of justice. It is a moral issue. Tax on financial transactions must be 
implemented. Greeting to the French, (31.12.2011); “the world of finance must contribute to 
solving the crisis that we face today.” (LeMonde 2011) “When you buy a flat, in every 
country in the world you pay tax. When you go into a supermarket for food, you pay tax. 
When you conduct a financial transaction, you don't pay tax," he said. Who understands this? 
Who accepts it?” (Zuvela 2012) 

Francois Baroin (Ex-Minister of Finance): “Since much of the crisis was due to changes in 
the financial industry, it is a moral issue first before being assigned to an issue of particular 
funding or budget revenue deficit of the Commission.” (Chiffrages/Dechiffrages 2012) 
“When the European tax has been finalised, it will replace the course fee that is offered today, 
but France has been the first country to implement this Safety Device.” (Libération 2012) 

Jean Leonetti (UMP Vice-president at the National Assembly)"The future of Europe depends 
on fiscal federalism." (Jaigu 2013) 

Luc Chatel (Deputy Vice-president of the UMP): "Ee need a Europe that goes towards a 
federation (...). We want an immediate fiscal federalism, we must pool our fiscal policy is 
essential. We particularly support the idea of a Franco-German federation: the idea that we 
gradually harmonise our policies on economic, fiscal plans, but also social. This is exactly the 
opposite of what Francois Hollande practices.” (Jaigu 2013); “The creation of a true European 
Ministry of Finance," the establishment of a "sanctioning authority" which is "the minimum 
return to solidarity within the Union "," power to review national budgets.” "Favourable tax 
convergence in Europe, it also calls for "abandoning the unanimity rule for tax purposes" and 
"the gradual introduction of a European tax." "The tax on financial transactions sought by 
Nicolas Sarkozy and Angela Merkel is a great progress in this direction. We must go further 
with, for example, a European carbon tax, "he suggested. (Jaigu 2013) 
Jean-Pierre Raffarin (Former Prime Minister of France): "a project for the whole of Europe, 
a kind of an ideal perspective. The draft Franco-German federation is the construction of an 
initial model which aims to develop, it is the matrix of the Europe we want.”  
 

vi. FN 
Marine Le Pen (Presidential candidate of FN): “I’m in favour of the tax. (…) I know that this 
tax will only be effective if all European countries agree to implement it. Otherwise it is 
useless, it will be even negative for us.” (LeJDD 2012) BFM (09.01.2012) 
 
FN (official website): The reduction of labour costs: “It should at the same time increase the 
purchasing power, without straining corporate profitability; we propose to fund a reduction in 
costs of employee contributions by establishing a social contribution to imports equal to 3% 
of the amount imported goods - and not a VAT "social" which is really nothing social. The 
application of the Social Contribution imports will increase to 200 euros net pay wages up to 
1.4 times the minimum wage.” 
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“Meanwhile, France will support the introduction of a tax on financial transactions at the 
international level.” 

“In addition, there has been an exponential growth in offshoring services ordered by the 
companies that have a financial interest (call centre consulting services, accounting, IT, 
etc...). These will be of a tax, at 33%, calculated on the basis of the declaration of exchange 
services.” (Front National n.d.) 

b) Germany  

i. The Greens 
Juergen Trittin (Green Politician): “Today, the question is whether the chancellor's 
(Merkel's) word is worth anything, or if the centre-right coalition have bent again to lobbying 
pressure from the financial sector.” (Independent.ie 2013); “Our conditions are on the table: a 
financial transaction tax, a strong democratic participation of the Bundestag, a substantial 
ecological and social investment program and also a European old debt redemption fund is 
central to us - it also Spain and Italy will throb;” “A hearing in the Bundestag has clearly 
shown that a financial transaction tax is especially helpful for the Riester savers. Because the 
tax would increase the cost of permanent restructuring of the fund and thus reduce the 
enormous fees that this would otherwise cost the savers.” (Handelsblatt 2012) 

Jurgen Trettin, Lisa Paus and Thilo Hoppe (Members of The Greens): Official letter  

“Love Campaign "tax against poverty,” 

“We thank the tax campaign against poverty is very much a job well done for our common 
goal of an effective financial transaction tax. We could move the black and yellow federal 
government to finally work for a FTT. Therefore we also support Germany in the decision of 
the European Council to introducuce the FTT in a reinforced Cooperation. (…) effort needed 
to defend the financial transaction tax against the installation of loopholes that the project 
could still bring down. 

We aim to ensure that the potential revenues from a tax on financial transactions are supplied 
to the EU budget and to lower the national contributions in return. The financial transaction 
tax would open up additional margins that we want to use to combat climate change, both for 
the funding of economic stimulus as well as for increased spending on development 
cooperation and the international world.  

Germany currently spends 0.39% of gross national income for development and cooperation. 
CDU and FDP have explicitly put in their coalition agreement the known 0.7 percent target. 
The practical black-yellow policy debunked this, however, was an empty promise. Since 2009 
the funds for Development and Cooperation recorded no significant growths and the budget 
negotiations in 2013 fell for the first time in years. To reach the 0.7 percent target, the 
resources should be doubled. […] 

For us Greens, the 0.7 per cent target is of high importance (…) we propose an increase in 
funding for Development and Cooperation to 1.2 billion for the year 2013. [...] 

We do not make promises we cannot keep. The black and yellow failures of the past eight 
years can hardly be made up for at once, but if we get to government we will try to achieve 
the 0.7% target by 2017. We will also make sure that funds for international climate 
protection are increased annually by 500 million euros. It is a requirement of international 
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solidarity to mobilise significantly more funds for hunger and climate change and for better 
educational opportunities.” (Hoppe, Paus and Trittin 2013) 

ii. PDS/Die Linke 
Official website: “DIE LINKE demands the introduction of a financial transaction tax in the 
amount of at least 0.1 percent. The longer-term goal must be a global launch. The short term – 
joint introduction with other European countries is possible. Parallel to the international 
negotiations, the financial transaction tax in Germany is to be initially charged at a rate of at 
least 0.01 percent. Revenue from the financial transaction tax should be used in equal parts: 
for sustainable development in the countries of the South and for global climate change, on 
the one hand, and for the social-ecological transformation of our industrial society, on the 
other hand. With a tax rate of at least 0.1 percent a revenues of 30 billion euros or more would 
be feasible in Germany.” (Die Linke n.d.) 

“The Left calls for effective fiscal consolidation through greater involvement of the 
economically powerful at the expense of the community: increase top rate of income tax, 
introduce special levy on bonuses in the financial sector, millionaire’s tax and financial 
transaction tax, taxing profits on the sale of shares in corporations, lowering the corporate tax 
rate from 25% back to 15%, tax on capital gains back to the personal tax rate, no load 
generates special skim profits of power supply enterprises from emissions trading. Through 
intensive audits of large companies and banks, as well as a better human and technical 
resources of the higher income tax investigation can be achieved. There is emphasis on 
combating tax evasion through ticket sales companies. The Left rejects reduction of public 
debt through reduction of benefits for low-income people and the removal of resources that 
create jobs and secury.” (Die Linke n.d.)  

“The Left fights together with partners, such as the extra-parliamentary anti-globalisation 
network ATTAC and unions for the implementation of the FTT. The Left in the German 
parliament have long been the only force that advocated for this tax. In essence, it comes to 
the tax revenues from the financial markets, arising from trading in all types of financial 
assets. Two objectives: less speculation and risk in financial markets and additional revenue 
for eco-social reconstruction, development and climate change.” (Die Linke n.d.)  

 

iii. SPD 
Peer Steinbrück (SPD chancellor candidate): “The crisis has revealed a brutally frank 
weaknesses in the global financial system: the absence of regulation of high-risk speculation.” 
(SPD 2010) “It's about time for the leaders to join the costs of the crisis. Thanks to social-
democratic perseverance and consistent use of the road, in May 2012, the European level was 
cleared for the introduction of a so-called tax on financial transactions.(...) It is to be 
understood as a kind of tax on stock exchange transactions. According to the European 
Council, the decisions will be introduced under the framework of enhanced cooperation, in at 
least nine Member States. The decision must be implemented now though.” 
“The requirement of the SPD: Control must be introduced in Europe with a broad tax base 
and tax rates of 0.1% for trade in shares and bonds and 0.01% for trading of derivatives. It is 
clear that the normal ‘small’ shareholders are exempt from this tax. It’s for gigantic 
transactions. 
“The EU Commission proposal for such a tax provides a good basis, but it has 
loopholes. Foreign subsidiaries of European banks will not like the extra-European trade in 
securities. Foreign currency transactions are exempt from taxation. They should not. 
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The revenue from the tax is the much-needed impetus for growth, employment and 
particularly for the fight against the appalling youth unemployment in Europe. It also enables 
collecting and pension solutions for crises in the banking sector, gave inferior 
financially. Finally it comes to social justice.” (SPD Bundestags Fraktion 2012) 
Nils Schmid (SPD leader in Baden-Württemberg): Letter to the Minister of Finance: 
"A financial transaction tax is important and right. The European Commission's current 
design is simple but crap. It means that especially cooperative and savings banks will be 
charged. Also, the private pensions will become more expensive. That is why I have fought 
with the German Finance Minister Wolfgang Schaeuble for a good and meaningful 
design. The widespread impression in the press was that I’m against the financial transaction 
tax is untrue." 
In the letter to Schaeuble says: "If the financial transaction tax is introduced according to 
current plans, a serious impact in certain segments of the market (money markets and capital 
markets) is expected after initial estimates showed that of the result of a shortage of the action 
taken on these markets, liquidity would lead banks, but also the real economy and the public 
and private households." 
He continued: "Even though I am like you, Sir, a supporter of the FTT, this new impact 
assessment demands us to rethink it. So I ask you to consider the arguments of the banking 
industry and to work for a proper development of the financial transaction tax." 
“The financial transaction tax in its current form, for example, the transactions between the 
(so-called repo) banks which will be taxed are expected to cause high costs. The consequence 
would be that the banks will charge each other to borrow more money. Ultimately, this would 
also impact the companies as well as public and private households because it is the 
transactions between banks that make their loans possible.” (SPD Badden-Wurttemberg 2013) 

iv. FDP  
Claus Theissen (Member): "The industry lives of very many, very small business."; "If the 
proposed tax on financial transactions is implemented, such transactions will no longer held 
or will be held somewhere else." (Frantfurter Allgemeine (FAZ) 2013) 
Remco Lenterman: “The danger for Germany is that trading volume will be moved to 
London.” (Frantfurter Allgemeine (FAZ) 2013) 
Rainer Brüderle (ex-Minister of Economics and Technology): If such a financial transaction 
tax cannot be introduced across Europe, we mount the ‘great danger’ of distortion in 
competition. London is benefitting, Frankfurt and continental Europe losing.” (N-TV 2012) 
Phillip Rösler (Vice Chancellor of Germany, FDP Member): "I'm saying: Such a tax must 
apply to all EU countries, not only for the euro countries." (FAZ 2012) 
FDP Official Party Letter: 
WHAT IS THE FINANCIAL TRANSACTION TAX?  
The financial transaction tax means that any financial transaction will be taxed. It concerns 
the trading, derivatives, bonds, but also hedging transactions in the real economy. 
WHAT IS THE TAX? 
Proponents of the tax want financial increase in the cost of transactions, so purely speculative 
businesses with low profit margins will become unprofitable. This should contribute to the 
stabilisation of the financial markets. 
WHY WOULD FDP AGREE TO THIS TAX? 
The FDP has always made it clear that we reject the financial transaction tax for technical 
reasons, because we fear that it will cast additional burden on small savers, pensioners and the 
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real economy. The time is now for us, in a bipartisan compromise, to succeed in reaching a 
consensus that for these groups the tax on financial transactions will not be an additional 
burden. At the same time, the parties have agreed that it not come to shift from allowed 
financial transactions. We will check the implementation of all these conditions in the 
legislative initiative before we agree to comply. 
WHERE TO INTRODUCE THE TAX? 
Should the introduction of such a tax come, the principle is: The more states participate in it, 
the better. 
WHAT IS THE TAX? 
It is not yet decided. The basis for consideration is the model of the European Commission. 
Trade in bonds and shares - with a tax rate of 0.1% of revenue and derivatives and business - 
with a tax rate of 0.01%. 
THE TAX AFFECTS SMALL INVESTORS? 
Since the FTT taxes every transaction, it shall, in principle, tax even small investors. 
Particularly affected are financial products that are based on securities and that are frequently 
redeployed. According to industry calculations of a financial transaction tax would be a 
burden for the Riester savers that invests €100 per month for over 40 years with a total of 
14,000 euros. For this reason, the FDP has subjected its approval of a financial transaction tax 
to the condition that such a tax should not lead to additional burden for small savers, 
pensioners and the real economy or a balance must be created. 
WHY THE TAX BURDEN IS NOT THE REAL ECONOMY? 
The export-oriented German economy depends especially on a variety of hedges, for example, 
airlines need to hedge against fuel price increases, exporters against currency fluctuations and 
the processing industry against rising commodity prices. Such financial transactions serve to 
protect the economy and jobs. If these financial transactions are made more difficult or more 
expensive, the result is that in the future exchange rate and commodity price fluctuations will 
directly impact the companies and their employees. The FDP is therefore not prepared to 
accept an increase in the price of these important hedging transactions. 
WHEN WILL THE LAW BE IN FORCE? 
An exact date is not foreseeable. Responsible for the design of such a tax is the Federal 
Minister of Finance. He is required to submit to the Bundestag a bill that takes the conditions 
imposed by the FDP fully into account. Only if this is the case, will the FDP agree. 
The FDP: We support the requirement that those who caused the financial crisis should be 
addressed. However, there is no reason to burden those who bear no responsibility for the 
crisis: small savers, pensioners and the real economy. (PDF 2012) 

i. CDU/CSU  
 
Volker Kauder (Chairman):  "Every turnover in our country is taxed, then why not tax the 
financial markets? Each cup of espresso, we drink somewhere, is subject to a sales tax. So 
why not then also tax the financial markets?"; “Mrs. Merkel shows leadership. She has 
launched a campaigned for a decision in the national party. The CDU wants to control Europe 
- if it is not going to need, even when in the euro zone. I did this so quite clearly stated at the 
federal party, the British asked not to build here. Our position in the Union is clear.” 
(CDU/CSU Fraktion im Deutschen Bungestag 2012) 

Peter Altmaier (Federal Minister for the Environment, Nature Conservation and Nuclear 
Safety, CDU): "We need to send the same common clear signal to the financial markets." (N-
TV 2012) 
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CDU Federal Board: “When its introduction as part of a joint action of EU und USA or even 
within the EU is not possible, we support its implementation in the euro countries." (N-TV 
2012) 

Markus Söder (CSU, Bavarian Minister of Finance): “We are not there for the financial 
markets, but they are there for us. This is why the financial transaction tax is the first 
approach.” “You can always find out arguments why you want it (FTT) and protect those. I 
think only that we must protect the citizens. (BR 2012) 

Horst Seehofer (CSU-Chief): "The transaction tax must come now, if need be it only in the 
euro area. It would be a loss of credibility for the policy, if you do not trust."; "It makes sense, 
it is justified and necessary."; "The argument, then the shops in London were taking place, has 
never convinced me."; "The transaction tax is an income stream in which those markets make 
a financial contribution, of which not insignificant economic losses ran out."; "We need more 
Europe only where the stability mechanisms were not effective. But there will be no pooling 
of financial and economic policy, no release of national sovereignty of the financial or the 
Minister of Economy. ‘United States of Europe’ is absolutely unrealistic." (Krumrey and 
Schmergal 2011) 

Angela Merkel (German Chancellor): “We commit towards the European Commission for 
the implementation of pro-competitive measures.”; “We do not want to split the EU” 
(Deutsche Wirtschafts Nachrichten 2012) “We all agree that a financial transaction tax would 
be the right signal to show that we have understood that financial markets have to contribute 
their share to the recovery of economies.” (Greenhouse and Bowley 2011); "Certainly this is 
only just the beginning and it would have been better if all the countries (in the EU) were 
taking part. (…) Naturally it's important that it's not only Europe that is taking action but 
rather all parts of the world are subject to such financial market regulations." (Reuters 2013) 

2. Context:  
The original idea of FTT was born as early as 1936, - during the Great Depression - when 

John Maynard Keynes, a British economist who left a significant mark on the way we 

perceive macroeconomics today, started advocating for the levying of a small financial tax to 

combat excessive speculation in the world markets and especially on Wall Street. During the 

Bretton Woods era, James Tobin – a Nobel Laureate – took the idea further by propagating 

the need to introduce a financial transaction tax for international currency exchanges.   

a) Present day context in the EU: 
The European Commission put forward its FTT proposal in September 2011 with two major 

arguments. Firstly, “to ensure that the financial sector makes a fair contribution at a time of 

fiscal consolidation in the Member States” (European Commission FTT Press Release 2011). 

Acknowledging that member states’ governments and tax payers have had to carry the burden 

of the crisis, and that the crisis spur from the global financial sector, the Commission 

advocated the establishment of a European FTT as a form of financial reimbursement that can 
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compensate for the inflicted costs, in the future. It also indicated that the financial sector - 

which is, for the most part, privately owned - should pay fees that can be used for the sound 

functioning of the public sector. A statement that gets one thinking that, if the EU was a state 

and the Commission was a typical government, it would be a very socialist one. Secondly, the 

Commission justified its proposal with the goal to create “a coordinated framework at the EU 

level that would help to strengthen the Single Market.” (European Commission 2011) Hence, 

it foresaw the need to harmonise the different kinds of financial transaction taxes which some 

member states have already put in place and combat distortions in competitiveness within the 

European market. The application of common levels of taxation throughout the EU was 

perceives as a prerequisite for stability and a treatment for speculation in the financial sector. 

The Commission also sought to export this model of governance, once it has been applied 

within Europe, to the global arena (through G20); thus, indicating its aim to strengthen EU’s 

leadership in the globalised world through the promotion of European norms, values and 

policies.     

The proposal was granted ‘green light’ by the European Council in January 2013, 

when it allowed 11 EU members to adopt the FTT, under the enhanced cooperation 

procedure. Since then UK, Luxembourg – both countries hosting important European 

financial centres – and Sweden – a country which abolished its FTT in 1991, after 

implementing it for less than 10 years – have expressed strong opposition to the idea; with 

UK going as far as to file a suit (Elliott 2013) to the European Court of Justice, question the 

legality of adopting such a tax. Banks, trading groups and business lobbies have also 

organised against FTT’s implementation. Regardless, two official meetings of the 11 member-

state-volunteers have already passed and revision of the policy draft has been on the table. 

Scaling down of the proposed numerical tax levels seems to be in demand. The EP – which 

exercises its consultative powers on the matter – “voted for trades in sovereign bonds and 

pension funds to be taxed at 0.05%, half the 0.1% standard rate” (EUobserver 2013); while 

Austria and Belgium push for the exclusion of pension funds (Rettman 2013) from the 

proposal. Both France and Italy insist that their own model of FTT becomes the norm in 

Europe (Atkins 2013), although neither of them has put a place a tax that is as far reaching as 

the one the Commission proposed. The overall design of the tax is at stake as member states 

also seem to find it hard to agree on how the tax should be collected and where the revenue 

collected from it should go (BE, DE, EE, EL, ES, FR, IT, AT, PT, SI, SK 2013) – the national 

budgets, the European one, or both? As developments unfold and the complexity of 
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technicalities considered in the drafting of the policy increase, it has become clear that the 

initially proposed entry date of the tax will most probably be delayed.  

b) Global context: 
Globally speaking, taxation of financial transactions is not a mirage. Such taxes have been put 

in place in Taiwan, South Korea and places where financial services flourish - such as 

Singapore, Hong Kong and the UK which apply ‘stamp duties,’ i.e. FTTs on equities. 

Scholars estimate that around 38bn dollars are collected annually, across 40 countries, in the 

form of such taxes (Atkins 2013); however the levels of tax collected and the transactions 

subjected to such taxes vary. In a globalised economy, where the issue of taxation has become 

a matter of inter-state competition and countries shape their policies so as to attract more 

business and investment, the regionalisation of FTT at the EU11 level would constitute the 

first block of countries with harmonised FTT policies in the world.   

The matter of international tax competition and the worrisome tendency of large 

corporations to migrate in search of lucrative tax conditions have started preoccupying global 

policy makers. At the recent G8 summit - held in June 17-18, 2013, in Northern Ireland – the 

leaders of the largest economies in the world gathered to discuss the issues of tax evasion and 

transparency. As a result of the summit, the  leaders put forward the Lougn Erne Declaration, 

enlisting 10 points that tax authorities around the world should aspire to as core principles. 

The declaration asks for: automatic sharing of information between tax authorities, 

publicising of information on ownership of companies and disclosing of payments made by 

extractive companies, among other things. It also pleads governments to: “roll back 

protectionism” (G8 2013); shrink their excessive bureaucratic regimes and share information 

on “laws, budget, spending, national statistics, elections and government contacts.” (ibid.) The 

most significant point (2) of the declaration, when it comes to this research, however, asks 

governments to “change rules that let companies shift their profits across borders to avoid 

taxes” (ibid.) and demand from multinationals to declare what taxes they pay and where. The 

so formulated plead to national governments and fiscal authorities indicates that global 

leaders have realised that countries need to exercise more regulation of corporate activities, 

whether jointly or singly. If acted upon globally, the G8 Lougn Erne Declaration can pave the 

way for introduction of FTT throughout the entire EU, as it would tackle some of the concerns 

which member states currently put forward in objection to joining the ’11-country-act.’  
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c) France 

As a result of the growing globalisation of market economies in the 90s and the Asian 

financial crisis (1997), which led to a world economic meltdown, “The ‘Association pour la 

Taxation des Transactions financière et l'Aide aux Citoyens’ (Association for the Taxation of 

financial Transactions and Aid to Citizens - ATTAC) was founded in France, in December 

1998” (Association for the Taxation of financial Transactions and Aid to Citizens n.d.). The 

idea which this organisation still stands for, in its expanded version (33 offices spread in 

countries across the world), is the need for introduction of the Tobin tax within the 

international setting, the resources from which should be used the good of the common 

citizens, which often become victims of international crisis developments that fall beyond 

their scope of discretion. Hence, the French civil society sought the need to make financial 

institutions pay for the social disturbances they cause way before FTT became a topic of 

political debate in the country.    

Although talks about FTT in Europe were initiated in 2011, when the Commission 

released its research on the feasibility of introducing such a tax across the EU, the draft 

directive on the ‘Tobin tax’ came out as late as February 2013. This type of taxation, 

however, has preoccupied the French political elite long before its implementation at the 

European level came into consideration. Jacques Chirac’s government was the first to initiate 

talks about the need for financial transparency and taxation of financial transactions (in 2005, 

i.e. way before the 2008 financial crisis) internationally (KHN 2005). His main argument for 

the introduction of such tax was to use the money collected by it to combat climate change 

and to initiate a war against poverty and AIDS in the developing world, and Africa in 

particular (WND 2005). However, during Chirac’s term in office the talks did not materialise 

in practice. On one side, due to the fact that the idea was not welcomed by the international 

community (G8 and the World Economic Forum) and, on the other, because the National 

Assembly was not ready to undertake such a potentially harmful action for its economy.   

The former French President, Mr. Sarkozy, resurrected Chirac’s idea and began 

advocating for the application of FTT at the international level – most evidently at the G20 

summit held in November 2011 - but his arguments did not meet the approval of the global 

leaders and the idea was tossed aside (Reuters 2011). This, however, did not discourage 

Sarkozy from pursuing the implementation of the tax within the EU. By the beginning of 

2012 he managed to win Merkel on his side (Wishart 2012) and the fact that the first draft of 

the policy became reality is, to a large extent, his to take credit for. However, as French 
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elections were approaching faster than the negotiations on FTT at the EU level were 

developing, Sarkozy took a bold move and declared that "we will not wait until all the others 

agree on it before we implement it, we'll do it because we believe in it;" (Zuvela 2012) thus, 

unknowingly, making the made FTT’s introduction his final crusade. In March 2012, FTT 

was enacted by the National Assembly and became part of French tax law. In April Sarkozy 

lost his fight for re-election.  

In the eyes of his opponents, Sakozy’s effort to make the FTT reality in France was a 

mere act of desperation, through which he intended to regain the sympathy of French voters. 

The PS perceived Sarkozy’s move as a way to steal voters away from their candidate as, 

according to them, it they had “fought until now” (Pomponio 2012)for this a tax. According to 

Hollande’s spokesman Manuel Valls, Sarkozy “once again played the bluff and 

inconsistency” (ibid.). The rest of the parties welcomed the proposal but sought it as a 

strategic display of Sarkozy’s political will to combat the economic/euro-crisis. Or, as 

Sandrier puts it, a “small rate, small plate, small effect, you are once again in the electoral 

display.” After winning the elections, Hollande enforced the FTT bill in August 2012 but 

doubled the initially proposed amount, from 0.1% to 0.2%. This turned into a political betting 

game of ‘who can do more’ when in October, the same year, Les Verts submitted to the 

National Assembly a proposal for amendment of FTT, asking to double the tax rate to 0.4% 

(La Croix 2012); however, the proposal did not pass.  Currently anyone who is “buying 

shares, including credit default swaps, in 109 (French) companies will have to shell out the 

extra euros to the French Treasury” (Nisbet 2012). 

Hence, French political rhetoric on FTT’s introduction at the European level unfolded 

after France had already introduced the tax within its national legislation. As a result, the issue 

has not been as heavily polarised as it would have been, had France not adopted the tax in 

advance. Currently all parties support FTT’s enforcement at the EU level.  

d) Germany 

In Germany, where the adoption of such tax has not been officially discussed in the national 

political setting prior to the beginning of 2012, - when Sarkozy won Merkel on his side 

(Viscusi 2012) - the idea of FTT came as a foreign (French/European) import. Initially, in 

2010 Merkel herself considered the FTT as “unworkable” (The Hindu 2010), however, as the 

crisis turned out to be more persistent and hard to tackle than expected, by 2012 she changed 

her mind and joint the ‘whatever-it-takes-to-save-the-euro’ group of EU leaders. As Germany 
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is expected to hold its Bundestag elections in September 2013, the topic has become very 

politically sensitive. Unlike in France, where one party wins it all (the President appoints his 

PM and has majority in the National Assembly), in Germany the political system rests on 

coalition governments. Hence, it is essential that all coalition partners agree on a bill, such as 

the FTT, for it to be adopted under German law.  

 Immediately after Merkel announced her will to introduce the tax in Germany and 

Europe, in January 2012, her party’s coalition partners, FDP, expressed reluctance to support 

such a move. Prior to UK’s blockage that made the FTT impossible to adopt under primary 

European legislation, Merkel envisioned that the FTT should be implemented by all Eurozone 

members (N-TV 2012). PDF, on the other hand, announced that they would consider FTT 

only if it is applied uniformly throughout the EU; for, according to FDP, its introduction at the 

Eurozone would put its members at disadvantage vis-à-vis the rest (The Local 2011). For FDP 

the inclusion of UK in the deal was considered as a total must, given London’s strength as a 

financial centre. Once it became clear that Britain will not join the club and Merkel firmly 

determined that she will push the deal forward even without it, the coalition dynamics in 

Germany turned into a political stalemate. SDP (The Local 2012) and the Greens initially 

decided to side with Merkel and her party. However, since the ruling coalition is in major 

disagreement, the issue could no longer be brought to the Bundestag for voting. At least not 

until the elections have passed.  

 As the elections are approaching and UK’s pronounced opposition has turned the 

European FTT into a front-page news across the EU, the political debate in Germany has 

gained momentum. Since Germany allocated public money for the Greek bail-out, the 

German tax pairs have also become increasingly sensitive to the issue of taxation, which 

additionally puts pressure on the political deliberation over FTT.  

3. Form of Argumentation: 

Stasis theory – a theory commonly used in rhetorical analysis - provides a guide on how to 

determine the form of argumentation, which is outlined in Table 3.  

Table 3. Stasis Theory Overview  
Category  Question 

Conjuncture (facts) • Did something happen? 
• What are the facts? 
• Is there a problem/issue? 
• How did it begin and what are its causes? 
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• What changed to create the problem/issue? 
• Can it be changed? 

Definition (meaning or nature of the issue) • What is the nature of the problem/issue? 
• What exactly is the problem/issue? 
• What kind of a problem/issue is it? 
• To what larger class of things or events does it belong? 
• What are its parts, and how are they related? 

Quality (seriousness of the issue) • Is it a good thing or a bad thing? 
• How serious is the problem/issue? 
• Whom might it affect (stakeholders)? 
• What happens if we don't do anything? 
• What are the costs of solving the problem/issue? 

Place (boundaries of the issue)  • Who should address the issue? 
• What is the most appropriate level to take actions at? 

Source: (Purdue Online Writing Lab 2013) 

a) France 

Since France has already adopted the tax and its national elections have passed, most national 

parties did not perceive it as necessary to publish official documents with their positions on 

the introduction of FTT at the EU level. This is why, to analyse the positions of national 

parties on the issue, one has to rely mostly on citations of individual French party leaders and 

MEPs - published in the online media - and judge about the general position of the party on 

their basis. Whether it is because France already has such a tax or because no party documents 

with comprehensive elaboration on the FTT have been published, the French parties do not 

seem to concern themselves with providing a definition of the policy. The elevation of the tax 

to the EU is, thus, perceived merely as an extension of the French practices beyond national 

borders and most parties preoccupy their arguments with where the tax should be enacted 

next, i.e. the place to take action at. Les Verts arguments focus exactly on this. Francois de 

Rugy regards the G20 and the European Council as appropriate venues to promote FTT. MEP 

Eva Joly points at the euro area as the place to implement it. Pascal Cafin (MEP) stresses that 

Europe (EU27) is the place where the tax should be enacted, but he also foresees that, in the 

long-run, the tax should become global. Hollande (PS) points at Europe but only at those 

member states that are willing, rather than the EU27 or EMU17. UDF aims at the European 

level as a whole, but states that the euro area would also suffice. UMP views FTT as a matter 

that can help strengthen the role of France both in Europe and the world. The vice-president 

of the party, Lue Chatel, seeks the creation of a European Ministry of Finance as the most 

appropriate place to handle such issues. FN’s presidential candidate, Le Pen, considers all 

European countries as appropriate hosts of the policy.       

Most parties also resort to conjuncture in their arguments and seek to provide facts that 

relate to and support the introduction of the ‘Tobin tax.’ PCF’s representatives call it a “small 
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rate,” concern of all citizens, conflict of interest, and not a mere utopia but action that steers 

hope. UDF acknowledges that: “it is progressive, it does not affect consumption and it does 

not lower the standard of living.” It also sees it as “fair contribution from the financial sector.” 

Sarkozy (UMP) calls FTT “a question of efficiency and a matter of justice,” which is 

“technically possible, financially indispensible and morally unavoidable.” His colleague, 

Baroin depicts it as a “moral issue,” while their colleague Raffarin sees it as “a project for the 

whole of Europe.” All parties agree that the problem surrounding the issue is a conflict of 

interest between the financial sector, which has inflicted the crisis on tax payers, and 

regulatory regimes, both national and European. All parties also seem to agree on the fact that 

the situation can be changed, if measures are adopted at the relevant level.  

The quality of FTT is also addressed by the arguments which some French parties put 

forward. UDF members call it “a good signal for all Europeans” and underline the huge 

amount of revenues which it can bring. UMP sees it as “a favourable tax convergence” and “a 

progress in the right direction” that would foster fiscal federalism, Franco-German 

federalisation and solidarity.   

b) Germany  

FTT is a novel concept for the German Federal system and since elections are about to be held 

in September, 2013, most parties have come up with official party documents expressing their 

position on the issue. Thus, parties aim to communicate to and inform the German electorate 

about their ideas, beliefs and meanings that the party attaches to the issue, but also about the 

magnitude of such act as a whole. As a result, German political rhetoric on FTT is centred on 

explaining: what the tax is about and how it can be defined in the real world situation; how it 

generally functions and what changes it can bring within the German market; as well as what 

the merits and pitfalls of its introduction might be. Hence, it German political rhetoric mainly 

strives to provide definition of the issue at stake.  

The Greens define FTT as “tax against poverty” and a way to combat legal loopholes 

and climate change, and as a source of revenue that can be channelled to the developing 

world. What is interesting is that the Greens define the problem not around the crisis itself but 

around the fact that Germany does not spend enough on development aid abroad. Hence, they 

see FTT as an opportunity to fix national external policies, rather than social ones. PDS 

focuses on the numerical definition of the tax. It indicates with 0.1% rate of revenue 

collection from FTT Germany can raise 30bn or more. The party also sees FTT as a tool 
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through which they can achieve two of their political priorities: to reduce speculation and risk 

in the financial markets and to facilitate “eco-social reconstruction, development and climate 

change.” SPD also thinks that the global “absence of regulation of high-risk speculation” is 

the problem which necessitates the adoption of FTT. It defines it as “tax on stock exchange 

transitions” and sees it as a tool though which growth and employment, especially amongst 

youths, can be fostered. Overall, SPD seems to perceive the FTT with the same lens that 

Sarkozy does, for they too consider it a matter of social justice. FDP is the only party which 

strives to provide a comprehensive explanation about the nature of the disputed act. It 

explains that every transaction will be taxed, even those in the real economy. Hence, it 

foresees that the FTT will make transactions more expensive and, therefore, affect the profit 

of companies, regardless of their size. This, for FPD, constitutes a problem for savers, 

pensioners and small investors who, unlike large corporations, will feel the negative 

consequences of increased transaction costs the most. FDP is also concerned that FTT will 

affect the exporting abilities of Germany as well as its real market economy. For CSU/CDU 

FTT is common sense, meaning that if all services are subjected to tax, financial transactions 

should be too. Merkel also defines it as a matter of competitiveness.  

When it comes to facts (conjuncture), German also parties differ in their 

argumentation. The Greens acknowledge the lobbying from the financial sector as a strong 

force which obstructs government functioning. According to them the tackling this force 

should be a shared goal. PDS perceives FTT as act of fiscal consolidation that seeks to strike a 

balance between the economically powerful and the community. SPD, to an extent, shares this 

view by declaring that more European regulation of stock exchange transactions is needed to 

counterbalance the world of finance and make it less risky for the German and European 

economy. FDP states that the transaction tax will make financial operations expensive, which 

in turn will result in fluctuation of exchange rate and commodity prices, thus, harming 

companies and their employees. Moreover, FDP considers the fact that it is the Federal 

Ministry of Finance’s job to design the bill, if it is to be adopted by Germany. Hence, 

according to the party FTT it is a matter of practicality and legality, rather than social justice. 

CDU/CSU indicates that “we are not there for the financial markets, but they are there for us,” 

thus, prioritising citizens’ interest over that of the financial world. Hence, for the party, 

introduction of FTT is justified and necessary.     

 When it comes to evaluating the FTT, it is obvious that disagreement between German 

parties about the quality and nature of the act has occurred. The Greens view it as helpful for 
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the Reister saver, i.e. employees who invest in state-subsidies pensions. The argument being 

that major restructuring of state-subsidised pension funds would become impossible with the 

increased cost for transactions that FTT would bring; hence, the costs that employees pay for 

such restructuring would be avoided. According to PDS FTT is a positive policy, which 

provides an alternative way to reduce public debts. As the party opposes cuts in public 

spending and in resources that boost employment, it sees the revenue collection from FTT as 

a way to avoid such actions. SPD’s position is dubious. It calls FTT a ‘good proposal’ but 

indicates that loopholes are present. It indicates that foreign currency transactions should also 

be included in the bill and taxed. Schmid warns that FTT would have “a serious impact on 

certain segments of the market” and calls for new assessment and redesigning of the policy. 

For FPD, FTT is a real danger. On one side, because its party members think that London – 

by staying outside the agreement – will benefit from the trading volume that will move away 

from Germany and Europe, once the tax is applied. On the other hand, FPD rejects the 

proposal on purely technical grounds, arguing that “small investors, pensioners and the real 

economy” will be unfavourably impacted by the tax. Hence, the party seems to offer a 

contradictory statement to that of the Greens (that the savers will benefit) and seeks ways to 

redesign the policy in such a way as to prevent these groups from being affected. For 

CDU/CSU the issue FTT is a positive idea that will send a clear signal to the world of finance 

and help protect citizens in the future. Hence, the party advocates for “more Europe only 

where the stability mechanisms were not effective.”   

 When it comes to the appropriate place at which the FTT should be introduced 

German parties also seem to diverge in their positions. The Greens support the 11 member 

states that want to move forward with the tax and advocates for its adoption in Germany. PDS 

is strongly for FTT’s introduction in Germany. It believes that in the short term this acts 

should be undertaken with other European countries, while in the long run, it should be 

launched globally. SPD considers that such control should be exercised in Europe, without 

providing further specifications. FDP’s motto is “the more states, the better,” while its 

ultimate plead is for FTT to apply to the entire EU27 so that no distortion in competition 

occurs. CDU/CSU sees the EU and US as good venues at which to push the tax forward. It 

does not want to split Europe but it sees FTT introduction as necessary at least within the euro 

area.  
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4. Substantive content analysis:   

a) France: 

i. Les Verts: 
In the case of the French Les Verts what is striking is that party positions on the introduction 

of FTT come mostly from its representatives at the European Parliament (Joly and Cafin). 

Moreover, party’s positions on its official website coincide with the agenda of the Green Party 

Group in the EP. This signals that all Green parties, across Europe, have developed strong 

attachment to the European level of governance as the appropriate level at which their 

interests (ecology and development aid) can be achieved.  

The rhetoric of the collected stances is clearly epideictic, meaning that the Greens 

express condemnation of the actions or lack such of certain actors. In relation to EP’s 

Economic and Monitory Affairs Committee support for FTT, Canfin calls the French FTT a 

‘mini-tax Sarkozy.’ He also clearly indicates that adopting such a tax in France was 

counterproductive to the ultimate goal of the party to make FTT a global, not just national, 

norm. De Rugy, on the other hand, criticises the ministers, within the French National 

Assembly, for not being pro-active in the promotion of the tax at the global level, i.e. G20. He 

also blames the ministers for not acting upon their promises and pleads for more pressure to 

be exercised in the European Council. The Greens also stress that they have been advocating 

FTT’s introduction for a long time now and their stances indicate determination, i.e. they 

make promises to act and make their intentions to put all their weight behind the introduction 

of FTT within the euro area evident. Given the epideictic nature of the stances, the argument 

strives to appeal from credibility, i.e. the ethos. The speakers (2 MEPs and a National 

Assembly Member) are democratically elected representatives who speak of their citizens’ 

expectations and, thus, present themselves as authoritative and trustworthy figures that know 

what is best for society.   

When it comes to the findings of Table 2, the Greens’ positive position on the 

introduction of FTT at the European level seems consistent with the ideological 

predispositions of the party. As a pro-European party they advocate for the sharing of FTT 

revenues between the national and European budgets. Their support for strong market 

regulation, within the national setting, is extended to the European level, meaning that they 

see the EU as a framework of governance which has the credibility to regulate financial 

markets. Although at the national level Les Verts support Orthodox economy, i.e. reduction of 
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deficit, retrenchment in crisis and support for strong currency, none of these points seems to 

be evoked in their pro-FTT argumentation. They also do not seem to address the point of how 

FTT will affect investment and business development in the country. The party leaders’ 

arguments also lack vision as to how the revenues collected should be spent. However, the 

overall position of the party seems to be coherent with the findings of Table 2.        

ii. PCF 
The arguments which PCF’s members use to speak of FTT, presents the bill and its 

introduction in Europe as the idealistic thing to do, in a forensic way. Bocquet speaks about 

an ideal world where governments have expanded their regulatory powers over the world of 

finance and citizens live free of tax evasion practices. His colleague, Wurtz also puts forward 

a universalist argument by calling the FTT ‘not a mere utopia’ but ‘alternative path to bring 

hope.’ Both appeal to the pathos as they tickle the belief system of their constituencies, i.e. 

separating what is just from unjust (optimisation vs. evasion) and real from non-real. 

Laurent’s stance also resorts to forensic argumentation. He looks into the past and observes 

that the ‘conflict of interest’ which exists between the financial and political worlds is what 

caused the crisis in the first place. Then he uses logos to appeal to his electorate by reasoning 

that this is the problem which needs to be addressed for the crisis to be resolved, and FTT is 

just one way in which it can be tackled. All party members see themselves as the defenders of 

society, the ‘workers and the smaller.’      

 The approval of FTT and the arguments which PCF members resort to are consistent 

with the party’s communist family origin, as well as with the indicators of Table 2. It pleads 

for removal of tax exemptions on capital and introduction of stricter tax rules for the rich.  

iii. PS 
The party supports FTT at the EU level and resorts to deliberative argumentation - explaining 

the nature and value of the act - to justify it. Moreover, appeal to the ethos, by putting 

President Hollande forward as a visionary reformer. Hollande himself states that he was the 

one who initiated talks about FTT in Europe, arguing that such would be effective if 

introduced within several countries. He also engages his predecessor, Sarkozy, in the polemic 

by saying that he has to reverse his actions and bring back the tax on stock exchanges. The 

argument pro-FTT is that moving capital, which profits by globalisation, should be taxed and 

the revenues collected should be used for humanitarian purposes, i.e. for development and to 

combat pandemics. Hence, explaining that the value of FTT is not in the money it will bring 

but in the possibilities it will open. Without spelling it out, Hollande envisions FTT as a 
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‘Robin Hood tax,’ where it is noble and right to take from the rich and give to the poor and 

needy. Montebourg supports his vision as he says that the middle and working classes should 

not bear the debt of France, accumulated through the crisis; it is the financial sector that 

should. Hence, the party intends to utilise the collected revenues in two ways: as funding for 

the developing world in its struggle to combat climate change and diseases; and as a source 

from which member states can pull from to reduce their deficits. It also put forward 10 

objectives - supported by President Hollande - which the FTT policy should aim at achieving, 

at the EU level. This party position in line with its socialist ideology and in consistence with 

the finding of Table 2.  

iv. UDF 
The party and its leadership (Bayrou) approve FTT’s and uses deliberative argumentation to 

legitimise its position. Bayrou clearly indicates that such action would affect many; however, 

it will do so for the better, for it is not expected to have an impact on consumption and the 

living standard in France. Instead, the party draws attention to the benefits which the tax can 

bring – to generate revenues that can be used for social protection, in Europeans, and aid, 

abroad. Hence, the FTT should be introduced to establish fair conditions across Europe, 

where the financial sector contributes for the common good just like citizens/consumers do – 

though taxes. Bayrou even goes as far as to indicate the share which should be attributed to 

the two goals of the tax – 9/10 should go for social protection policies and the rest for 

development policies abroad. Thus, the party appeals through logical justification of the act, 

i.e. logos. The argumentation bears a social rather than economic concern, i.e. issues like tax 

evasion and abuse of market power do not seem to preoccupy UDF’s members but social 

benefits do. The position is in line with the findings of Table 2.  

v. UMP 
The UMP’s support for FTT’s introduction at the EU level does not come as a surprise, 

considering that Sarkozy was the main promoter of the bill amongst the European leaders. 

Both the ex-President and ex-Minister of Finance perceived taxing the financial sector as the 

moral thing to do, given how much it has cost the average tax payer to bear the crisis caused 

by it on his/her feet. Sarkozy’s argument is the same as the one the advocated by the 

commission – that the financial sector should make a contribution for the resolving of the 

crisis. His party, however, has a more sophisticated vision of FTT – it sees it not only as a 

way to tackle the crisis but also as a potential source of funds for developing countries and the 

combat against climate change. For other UMP members (Chatel and Leonetti and Raffin), 
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FTT is also a step forward in the fiscal unification and federalisation of Europe. They see the 

harmonisation of fiscal policies in Europe - and between France and Germany, in particular, - 

as a kind of ‘ideal perspective’ on which the future of Europe depends. Fiscal solidarity and 

creation of more own revenue streams for the European budget (i.e. a carbon tax) also meet 

the support of UMP members. UMP’s rhetoric is, thus, forensic – seeking to provide motives 

for and give meaning to the adoption of the FTT policy on a regional level. Argumentation 

strives to appeal to the ethos, for it tries to designate Sarkozy and France as leaders in the 

global world and the European integration process.   

The argumentation of UMP is somewhat consistent with the findings of Table 2. The only 

indicator which seems problematic is that of Economic Orthodoxy, where in the national 

setting UMP favours free functioning of financial institutions and stock markets, while at the 

European level it seems to support the control of such institutions through taxation. One 

would also expect the party to be less supportive of market regulation than it is, given its 

overall centre-right ideological position in the French party system and its slight alignment to 

the left on this particular issue, depicted in Graph 1. What is more, the party’s favouritism of 

European federalisation seems at odds with the conservative family origin of UMP. However, 

as scholars have observed, parties in government become subject to elite-socialisation 

processes in Brussels, which often result in shift of loyalties from the national to the European 

level. UMP seems to prove this observation right.     
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vi. FN 

The party does not seem to deliberate much on the topic. It simply approves of adopting FTT 

at the EU level because it considers such an action as beneficial for the party’s goal to reduce 

labour costs in France. Hence, the party also plays the protectionist card by saying that, if 

France remains the only country that implements such a tax in Europe, it will have negatively 

consequences for its economy. Argumentation is forensic as it attempts to justify FN’s 

position. The reasoning appears to be logical. However, the positive standpoint which the 

party takes on this issue contradicts the overall anti-EU ideology, depicted by Table 2 where 

the country is an evident opponent of the EU project. What is more, FN is the only party in 

France which stands on the right when it comes to less intervention of the state into market 

economy. Thus, it seems odd that it supports free enterprise at home and more market 

regulation in Europe. Hence, a change of heart seems to have occurred. It is unclear whether 

the party endorsed FTT’s introduction at the EU level expressed support due to the fact that 

FTT was originally a French idea - before it became a European project. Regardless, 

Europeanization has obviously occurred. 

b) Germany: 

i. The Greens  
The argumentation which the Greens in Germany resort to is epideictic – they praise the idea 

of FTT and condemn the governing coalition’s lack of determination to adopt it. For the party 

the FTT is a type of a ‘Robin Hood tax’ or, as they call it, ‘tax against poverty.’ Party’s 

members also express their fear that lobbying pressures from the world of finance can 

influence the coalition and push it into adopting a policy version with loopholes, or 

exemptions from the rule. This is why, the party expresses willingness to defend the tax and 

use its influence to secure its introduction. The perceived benefits which make the Greens 

support the policy are two. On one side, it will constitute an economic stimulus both for the 

national and European budgets and will result in reduction of national contributions to the 

latter. On the other, the collected revenue will make more resources available for allocation to 

the German development aid mission abroad. The rhetoric used by the Greens is pathos. They 

narrate how the coalition has not fulfilled its promise to devote a higher percentage of the 

GDP to development and strive to make the German electorate feel betrayed. The so-put 

argument and the promise that the Greens will make a difference, if given the chance to, 

deems to persuade supporters to give their vote for the party.      
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 The arguments of the Greens are in consistence with the scores of the party in Table 2. 

It generally supports the EU and market regulation.  

ii. PDS/ Die Linke 
PDS resorts to deliberative argumentation to support the introduction of FTT in Germany and 

at the EU level. The objectives of FTT which the party aspires to are: to reduce speculation 

and risky operations in the financial market, and to generate resources development, ecology 

and social reconstruction. It does not, however, express opinion as to whether the revenues 

collected should be channelled to the EU budget, the national one, or shared. Just like its left-

wing communist French counterpart PCF, the PDS sees tax evasion as a serious matter which 

needs to be addressed. The party also puts forward proposal for progressive taxing of the rich 

and propagates the introduction of ‘special levies on bonuses in the financial sector’ and more 

corporate taxation. In doing so the party appeals to the ethos, for it uses its leftist ideology to 

gain supporters and credibility to pursue its policy objectives. The party’s strategy and 

argumentation are consistent with the findings of Table 2.   

iii. SPD 
SPD’s position on FTT is dubious. The party uses deliberative argumentation, explaining both 

the pros and cons of the proposal. On the pro side, it identifies the lack of regulation in the 

financial sector has caused the crisis and sees the ‘Tobin tax’ as a way to make the sector 

share the inflicted costs. The party’s candidate for chancellor, Peer Steinbruck, supports the 

introduction of FTT both in Germany and Europe, within his electoral campaign, and notes 

that the amounts which the levy will bring can be used to foster growth and create jobs, 

especially for youths. On the other side, he indicates that the draft policy has some faults, i.e. 

it includes small stakeholders – which according to him should be spared from such taxation – 

and excludes foreign currency transactions – which he feels the need to be subjected to tax. 

However, the candidate appeals to the ethos on ideological grounds by saying that it was 

social-democrats’ perseverance that led to approval of the European Council to allow FTT 

introduction under enhanced cooperation. Thus, claiming recognition for promoting the act.  

His colleague and leader of SPD in Baden-Württemberg, Nils Schmid, however, 

seems to oppose the FTT. In a letter to the German Finance Minister Schmid condemned the 

tax - a move that the German media considered to be “against his own party.”3 Although 

Schmid argues that he is not against FTT as a whole, but against its current formulation; the 

argumentation to which he resorts to criticise it favour the views of the banking industry and 
                                                           
3 (Rossman 2013) 
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segments of the market, rather than society and the small players whose interests SPD stands 

for. According to German media, “the SPD wants the European Commission’s proposal to be 

implemented without "diluting corrections";”4 Schmid, on the other hand, considers this as a 

‘no-no.’ The argumentations of Schmid are epideictic – he condemns the FTT in its current 

form by exposing the impact assessments made by the banking sector. The media reports that 

the Federal Minister of Finance, a CDU member who has fought for FTT at the EU, was 

surprised to receive such a letter from a SPD member. As far as the media is concerned, a 

party split on the issue has occurred.  

Table 2 also indicates that Schmid’s arguments are inconsistent with SPD’s ideology. 

The party notably favours market regulation and economic planning over capitalism and 

freedom of financial institutions, while Schmid’s arguments appear to favour the opposite. 

Hence, the issue of FTT has led to Europeanization in the form of internal party split within 

the SPD.  

iv. FPD  
FDP is the only party in Germany which fiercely opposes FTT’s introduction. Had CDU/CSU 

had a different coalition partner, the bill might have been passed by now. However, as 

elections are approaching, FDP seems eager to show that it stands firmly on the right side of 

the political continuum and, thus, gain the support of those disappointed with Merkel’s 

‘socialist conquest’ in Europe. The arguments which FDP puts forward are deliberative, 

mostly on the con-side of FTT, and aim to deter the policy from its current course of action. A 

major argument against FTT, accepted by FDP members, is that financial institutions will flee 

from Germany to London and do their transactions there, if the law passes in the Bundestag. 

Hence, the centre-right party is concerned with the competitiveness of Germany in the Single 

Market. This concern is consistent with the party’s anti-protectionist and pro-free movement 

of capital position, recorded in Table 2. FDP’s official document on FTT warns about the 

danger which it constitutes for small savers, pensioners and the real economy, thus, 

contradicting the statement of the Greens that FTT will benefit the Riester savers. It also 

warns that taxing hedging transactions, which are essential for the German export-oriented 

economy, might lead to fluctuation in exchange rates and prices. Therefore, the rhetoric seems 

to rely on logic, rather than on ethos or pathos. 

                                                           
4 (Rossman 2013) 
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When it comes to Table 2’s findings, FDP’s position on FTT seems to be coherent. It 

is not against adopting FTT at the EU level, it is against adopting it at the national level, while 

the rest of Europe does not. FDP expressed the need for uniform application of the tax 

throughout EU on the grounds that only such an act will preserve competitiveness within the 

Single Market. Given FDP’s -1 score on the issue of free vs. regulated market economy - i.e. 

its insignificant alignment to the left – its advocacy for less regulation in the case of FTT 

seems justified.   

v. CDU/CSU  
CDU/CSU strongly supports FTT and advocates for its introduction in Germany and Europe. 

In contradiction with FDP, according to Merkel, the Commission’s proposal on FTT is seen 

as a ‘pro-competitive measure,’ which aims to harmonise the diverging tax legislation of 

member states and, thus, tackle tax avoidance, at least within the block of countries which 

decides to adopt the tax. The arguments which CDU/CSU put forward are deliberative in 

favour of FTT. It is seen as a way through which a common signal can be sent, by Europe, to 

the global financial sector, for it is the financial markets that are there for citizens, not the 

other way around. Hence, the ultimate goal is to make the financial sector pay for the costs of 

the crisis and share the burden which European citizens feel. The rhetoric is mainly logical, 

for as Kauder argues, taxation of the financial sector is a matter of consistency in governance, 

where if every other turnover is subjected to taxation, financial transactions should be too. 

Party members argue that FTT is both ‘justified and necessary’ and do not support the 

argument that UK will benefit at the expense of Germany and Europe, if the tax is to pass. For 

CDU/CSU the matter is of global scale, where Merkel exercises strong leadership and where 

Europe is just the beginning of what is to become a global trend. Members of the party, 

however, reject the idea that FTT would lead to further federalisation in Europe and see the 

act as an attempt to bring stability where it is lacking, rather than a pull of national 

sovereignty.   

In relation to the findings of Table 2, CDU/CSU’s position, expressed through its 

political rhetoric, is somewhat unaccounted for. Just like its French counterpart, UMP, 

CDU/CSU favours free functioning of financial institutions at its national level, while 

supporting their regulation at the European one. What is more, the party is very much against 

protectionism within its national setting, i.e. rejects measures which impair the openness of its 

market, but it seems ok with establishing of such measures, i.e. FTT, within the European 

context. Given the general centre-right ideology which the party pursues within its country, its 
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support for more market regulation also seems rather surprising. Considering that on this 

matter CDU/CSU resembles its French counterpart UMP and acknowledging that it was the 

leaders of these two parties that initiated the talks on FTT at the EU level, it seems plausible 

to assume that elite socialisation in Brussels has, indeed, played an important role in the 

European integration process – i.e. shift of loyalties from national party ideology to European 

values seems to have occurred.    
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V. Conclusion 

A. Concluding observations on the findings of Chapter 3 
The analysis of French and German political rhetoric on FTT’s introduction at the European 

level indicates a number of things, but what is most striking is that the magnitude of the act is 

not commonly perceived in terms of national sovereignty being impaired. Given the 

acknowledged scholarly debate on European fiscal federalisation – arguing that taxing 

capacity is one of the essential features of fiscal federalism which the EU currently lacks – 

and the findings of fiscal sociology, – that taxes play an essential role in state-building – one 

would expect national political parties to feel threatened by, or at least concerned with, the 

extension of taxing competences to the European level. However, this does not seem to be the 

case, given that only three of the nine political parties covered, i.e. UMP, CDU/CSU and 

FPD, touch upon the issue of national sovereignty within their arguments.    

In the French political debate only the UMP members, Leonetti, Chatrel and Raffarin, 

relate the adoption of FTT to European fiscal federalism (or Franco-German federalisation, 

which bears the same connotation) within their stances and do so in a positive way, i.e. they 

express support for uniform harmonisation of national policies within the EU. What is more, 

Chatel goes a step further as to suggest that the EU should think about adopting a common 

‘carbon tax’ and establishing its own Ministry of Finance; which signals that, according to the 

party, France is ready to surrender some of its tax prerogatives and its sovereign right to 

manage its financial sector. In Germany, on the other hand, Seehofer, a CSU member, 

expresses concern about the sovereignty of the federal ministries of finance and economy; 

however, he does not see FTT as an act of European governance which has the power to 

impair it. Instead, he argues that the Tobin tax is a mechanism through which European 

regulation can increase its efficiency, rather than as a step through which European member 

states can be united within a federal framework of a fiscal kind. FDP, which is the only party - 

in both countries - that clearly opposes FTT, expresses concern that such tax should be 

designed by the Federal Ministry of Finance; hence, without spelling it out, it hints that 

German sovereignty has being impacted by the European Commission which drafted the 

proposal. What is curious, however, is that both UMP and CDU/CSU are centre-right parties 

and both of them have been in office and engaged in the negotiation/decision-making process 

in Brussels, when the idea of a European FTT was placed on the table for debate. However, 

their attitudes towards European federalisation collide and one cannot help but wonder why.  
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 Both parties are supportive of introducing FTT at the EU level on the grounds that it is 

a morally justified action, i.e. if purchasing of goods is taxed, financial transactions should be 

taxed too. Moreover, both parties seem to believe that such a tax should be pursued on a 

globally and wish to send a common ‘clear signal’ to the financial markets by adopting it 

within Europe first. Therefore, it is safe to assume that UMP’s and CDU/CSU’s views 

converge when it comes to the mission of Europe to serve as a role model for good 

governance in the globalised world. Hence, elite socialisation in Brussels must have come into 

play. However, the augmentation of the two parties on the European essence of the proposed 

act diverges on the grounds that both parties perceive the role of their countries in the EU 

differently. While UMP wants to impose its ambition on Europe (UMP Convention, 

06.12.20122); CDU/CSU simply wants to control it (CDU/CSU Fraktion im Deutschen 

Bungestag 2012). Therefore, if one is to account for UMP’s federalist views about the future 

of Europe, it is worth resorting to comparative statistical data on the current development of 

both countries. As BBC News reports, “Germany's population is now a quarter larger than 

that of France, the German economy is 38% bigger. And while the German economy grew at 

an admittedly weak 0.9% in 2012, the French economy did not grow at all” (B. Stokes 2013). 

Hence, UMP’s advocacy for Franco-German and European federalisation can be understood 

in the light of its country’s decreasing economic performance and general lagging behind 

Germany, in terms of development. It can be argued that, for UMP politicians, federalisation 

with Germany and within Europe is seen as a sort of counterbalancing act, aiming to gain 

prominence for France in global terms. For CDU/CSU, on the other hand, it is most probably 

the satisfaction with the ‘German way of doing things’ that urges the party to prefer German 

control over Europe, rather than further unification with it.  

 An important aspect of lifting tax competences to the European level - which the 11 

member states willing to introduce the FTT have not agreed firmly on yet - that French and 

German political parties seem to avoid addressing, within their own national setting, is the 

budget dilemma. Only two French (Les Verts and PS) and one German (the Greens) parties 

have expressed position on where the money collected through FTT should go. Les Verts 

want the revenues to be divided between the national and EU budgets but do not specify the 

proportions in which this should be done. PS’s Minister of Finance, Moscovici, argues that it 

is the EU budget that should benefit from the tax, rather than the national ones. A position that 

seems just, given the fact that the currently applied French FTT is twice the amount of that 

proposed by the Commission, i.e. 0.2%. Hence, if France allocates the revenues collected by a 
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FTT of 0.1% to the EU budget, it will still have 50% of the profit it has generated for its 

national budget. The German Greens have a different calculation in mind. They are willing to 

pour the revenues that the FTT collects into the EU budget but expect a reduction of the 

German contribution to the EU budget in return.   

 Although only three parties have positions on the issue of which budget should benefit 

from FTT’s introduction at the EU level, most of them seem opinionated on the matter of how 

the revenue, which it generates, should be spend. Here, a convergence in party priorities can 

be observed across both party ideology and national borders; although alternative views seem 

to steer a certain level of competition. Majority of parties (the French PS, UDF and UMP, as 

well as the Geman Greens, PDS, i.e. 5 out of 9) think that some of the revenues which the 

levy collects should become a source of funding for the developing world. UDF notes that 

1/10 of the total FTT income should go in that direction; the rest do go so far as to provide 

numerical margins. The second type of spending which generates most support in both 

countries is that aiming to combat climate change (PS, UMP, the German Greens and PDS, 

i.e. 4 out of 9). The next issues which parties believe revenues from FTT should be invested 

in are employment and social protection. Here FN advocates for reduction of labour costs, 

UDF - for social protection, and PDS and SPD - for creation of jobs and youth employment. 

Next on parties’ ‘to do list’ are: deficit reduction (PS, PDS), tackling of debts (PCF) and 

economic recovery (CDU/CSU). Growth also seems to be a shared prerogative (PS and SPD). 

And lastly, pandemics (PS). The covered party stances from Les Verts do not indicate how the 

party envisions that the revenue should be spent. FDP, on the other hand, simply rejects FTT 

and does not elaborate on how the money it can generate should be spent. Instead, the party 

(along with SPD’s member Nils Schmid) focuses on criticising the design of the policy draft 

and outlining the damage which it can inflict. These observations reveal that French and 

German parties would like to use FTT revenues to pursue external policies (for humanitarian 

reasons), as well as ecologic and social objectives. Economic and fiscal matters appear to be 

secondary in importance. What is curious is that parties do not discuss FTT in relation to the 

common currency or see it as a way to prevent future crisis from happening; although they 

mention that revenues collected from it can be used to subsidise national debts and deficits.   

 Another observation that can be made on the findings of Chapter 3 is that, if one 

leaves elite socialisation and global awareness aside, ideology still plays a role in how parties 

frame European issues and communicate them to their constituencies. Although most French 

and German parties resort to certain aspects of the argumentation with which the Commission 
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justified its FTT draft proposal (i.e. to tackle budget deficits, to make the financial sector pay 

back for the inflicted costs, etc.), they also spice up the topic with ‘national flavours,’ picked 

up from their respective ‘ideological baskets.’ The left-wing parties justify their approval of 

FTT in terms of social justice. The French PCF and PS, and the German PDS evoke the 

argument that tax evasion is unfair and societies should be spared from its practice. SPD also 

thinks that FTT is a way to achieve social justice in a world where regulation is scarce. The 

right-wing parties, on the other hand, tend to accentuate efficiency (UMP), competitiveness 

(FDP, CDU/CSU) and other economic matters within their arguments.  

 Therefore, deepening fiscal integration in Europe – and the introduction of FTT, in 

particular – does not seem to alert political parties or steer any significant competition 

between them. Some minor deviations from parties’ ideological positions can be observed, i.e. 

FN’s sudden change of heart in terms of European integration and market regulation, UMP’s 

and CDU/CSU’s sudden desire to control fiscal institutions at the EU level, SPD’s internal 

party split and CDU/CSU’s intention to push for protectionist matters in Germany, for the 

sake of the security within the EU’s Single Market (or the 11-country segment of it which is 

going forward with the adoption of FTT). In the French context, whether because the country 

has already adopted its version of FTT or for other reasons, the introduction of the Tobin tax 

at the EU level did not steer any competition along the left/right dimension. Instead, French 

parties (UMP and PS, in particular) seem to compete on the matter of who can do a better job 

in advocating for FTT’s adoption within the EU and around the globe – Sarkozy, whose term 

in office has passed, or Hollande, who came into power in 2012. In Germany, on the other 

hand, FTT appeared to cause both internal and inter-party competition. However, it is unclear 

whether that can be attributed to the nature of the tax or the forthcoming elections, which 

German parties deem to attract electoral attention for. Whatever the case, it is disappointing to 

conclude that the outcomes of this research on French and German political rhetoric did not 

prove to be as revealing and outstanding as the researcher had hoped they would be.   

B. General concluding observations 

Globalization has evidently played a role in straining the relations between markets, citizens 

and states. The latter have woken up to realise that industries, financial markets and corporate 

organisations have globalised their interests and formed alliances faster than democratic states 

have. As a result, global corporate profits skyrocket and so do the risks they bring, for the 

more money is out there for the financial and banking sectors to speculate with, the more 

gambling there will be. Such is the logic behind profit-driven establishments which are left to 
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roam the globe freely in search of bigger benefits. This seems to be one of the major lessons 

that the financial and economic crisis, which erupted in 2008, revealed. The worrisome trend, 

thus, is that profit-driven stake- and stoke-holders globalise faster than governance does. 

Political will to organise and forge alliances is lagging behind and governing elites still find it 

hard to negotiate zero-sum deals at the international level. This can be attributed to the fact 

that nation states are still largely preoccupied with their internal matters and absorbed with 

their own interest; thus, notably omitting to realise that in the world of global players with 

expanding connections, being a lonesome force and a self-centred participant is simply not 

lucrative.  

In the 21st century citizens expect a whole new range of securities from their 

governments. In the Western world, security is no longer simply a matter of preserving peace; 

it is, however, a matter of providing employment, establishing just (social and economic) 

conditions and sustaining a desirable standard of living – all demands which increasingly falls 

outside nation states’ scope of reach.  

 In this respect, the EU can be seen as a system of governance which seeks to provide 

for such needs on a regional level. Since the current crisis underlined that, globally speaking, 

there is a conflict of interest between financial/market forces (which seek easy profits, cheap 

labour, low production costs) and that of governance (which is there to provide for citizens 

needs) that cannot be tackled by a single state on its own; it does not come as a surprise that 

European political leaders have started to move away from the neo-liberal market policies, 

and turned to more social-market ones (FTT being an example of this).  
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Table 1. The Deepening of European Fiscal Legislation 
(The Table composed on the Treaties, Regulations and Directives adopted at the EU level.) 

Treaty Legal Provisions Procedures Mechanisms Institutional Interplay 
1992 Treaty of 
Maastricht5 

Convergence Criteria6: 
1. Price Stability: Average inflation 
rate >1.5 percentage points of the three 
best performing member states. 
2.Fiscal Policies: >3% Deficit to GDP 
ratio; >60% debt to GDP ratio (unless 
exceptional/temporary circumstances 
have occurred); 
3. Exchange Rates: 2 years of normal 
fluctuation margins prior to the 
adoption of the euro.  
4.(Long-term) Interest Rates: >2 
percentage points of the three best 
performing member states. 

Excessive Deficit Procedure (EDP): 
Deficit < 3%GDP 
Debt < 60%GDP 
Art. 104 c:  
-Commission: monitors the national 
budgetary situation; Issues a report; --
Monetary Committee: formulates an 
opinion; 
If excessive deficit is reported,  
-Commission: addresses opinion to the 
Council;  
-Council: under QMV, decides if EDP 
should be enacted; makes 
recommendations and specifies a period in 
which action should be taken; may ask 
member state under EDP to submit reports;  
 

Exchange Rate Mechanism (ERMII) – 
National central banks conclude an 
agreement with ECB, which defines the 
normal fluctuation margins which the 
national currency should keep up with for 2 
years before it can converge to the euro. 
 
Sanctions under EDP: Council may ask ECB 
to reconsider its lending policy towards the 
given state; require the member state to 
make a non-interest-bearing deposit of a 
reasonable kind, or impose appropriate fines. 

National Fiscal Authorities 
ECB  
Economic and Financial Committee 
(Ecofin) 
European Commission 
European Council 

1997 Stability and 
Growth Pact (SGP) 

Medium Term Objective – close to 
balance or surplus; planning for 3 years 
ahead of time. 

EDP (Council Regulation (EC) No 
1467/97)7: 
Exceptions (Art.2): 

- When deficit results from an 
unusual event, outside the control 
of the Member State concerned, 
or from a severe economic 
downturn (i.e. annual fall in real 
GDP of at least 0,75 %8) 

- Temporary deviation from targets 
allowed when Commission 
indicates that deficit will fall 
below the reference value 
following the end of the unusual 
event or the severe economic 
downturn. 

- Commission & Ecofin assess 
whether such 

The preventive arm: 
-Member states: submit annual 
Stability/Convergence Programmes; 
-Commission: assesses the Programmes; 
-Ecofin: forms an opinion; 
Instruments: 

- Early Warning Mechanism: enacted 
by the Council on recommendation 
of the Commission. 

- Policy Recommendations: 
Commission addresses member 
states directly. 

The corrective arm: 
Enacting of EDP: The Council on a 
recommendation of the Commission and 
after consultation with Ecofin adopts a 
recommendation to enact EDP 
Sanctions for non-compliance: non-interest 

National Fiscal Authorities;  
Ecofin;  
European Commission;  
European Council 

                                                           
5 (European Union (TM) 1992) 
6 (Eurostat 2013) 
7 (European Council (No 1467/97 ) 1997) 
8 (European Council Resolution 1997) 
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exceptional/temporary 
circumstances have occurred. 

 

bearing deposit  
-fixed component equal to 0,2 % of GDP, 
and a variable component 
equal to one tenth of the difference between 
the deficit as a percentage 
of GDP in the preceding year and the 
reference value of 3 % of GDP. 
Sanctions should amount of no more than 
0.5% of GDP 
 

2005 SGP Revision Medium Term Budgetary Objectives 
(MTO) (Council Regulation (EC) No 
1055/2005)9: 

- Country-specific. 
- Ensuring rapid progress 

towards sustainability. 
- Room for manoeuvre. 
- ERMII Member States: range 

between -1% GDP and 
surplus. 

- Revised every 3 years. 
- Examined by the Commission 

and Ecofin. 
- If member state deviates too 

much, it can be asked to draft 
an adjustment path to achieve 
acceptable MTOs. 

- Council examines the drafted 
adjustment path for annual 
improvement of cyclically-
adjusted balance towards 
MTO of at least 0.5% of GDP 
as a benchmark. 

 

EDP (Council Regulation (EC) No 
1056/2005)10 
Speeding-up: 
Within 2 weeks of the Commission’s 
issuing of a report, Ecofin formulates an 
opinion. 
Council which has to decide, within 4 
months, following a recommendation of 
the Commission, whether to enact EDP or 
not. 
Council establishes deadline of 6 months 
for effective actions to be taken by the 
member state (Effective actions = 
minimum annual improvement of at least 
0,5% of GDP). 
-If adjustment is not made the sanction can 
turn into a fine. 

Stability and Convergence Programmes 
(Council Regulation (EC) No 1055/2005): 

- Should include Medium Term 
Objectives; 

- Quantitative assessment of the 
budgetary and other economic 
policy measures being taken and/or 
proposed to achieve the objectives 
of the programme. 

National Fiscal Authorities 
Economic Financial Committee  
European Commission 
European Council 

Directives and 
Regulations 

Legal Provisions Procedures Mechanisms Institutional Interplay 

2011 “The six 
pack”11 

Reversed Qualified Majority Voting 
(RQMV)12: 

- When taking decisions on 

 European Semester (Regulation (EU) No 
1175/2011 of the European Parliament and 
of the Council)13 

Stability/Convergence Programmes: should 
be submitted in April and made public. 
Council and Commission have 3 months to 

National Fiscal Authorities 
Ecofin, Economic Policy Committee; 
Employment Committee, Social 

                                                           
9 (European Council ( No 1055/2005) 2005) 
10 (European Council (No 1056/2005) 2005) 
11 (European Union (Official Journal vol. 54) 2011) 
12 (European Parliament and European Council ((EU) No 1173/2011) 2011) 
13 (European Parliament and Council Regulation (Regulation (EU) No 1175/2011) 2011) 



 
121 

sanctions under the corrective 
arm of SGP (EDP and EIP), 
the Council has 10 days to 
reject Commission’s 
recommendations; otherwise 
sanctions apply as 
recommended by the 
Commission. 

 
 

- broad guidelines of the economic 
policies 

- employment guidelines 
- stability or convergence 

programmes 
- national reform programmes 

Commission assesses the submitted 
documents under the European semester 
and issues a recommendation to the 
Council, which can, in turn, address 
guidelines to the member states. The 
guidelines should be taken into 
consideration before the drafting of the 
national budget. European Parliament is 
duly involved. 
 
Excessive Imbalance Procedure (EIP) 
-On recommendation of the Commission, 
Council can decide to enact the procedure 
and ask the state concerned to take actions. 
 
EIP Corrective Action Plan: 
-Member state under EIP should submit to 
the Council and Commission a corrective 
plan with specific policy actions and a 
timeline for their execution. 
- The plans are assessed and member states 
can be asked to make corrections, if 
deemed necessary. 
- Progress reports should follow.  
- Commission will monitor and report on 
progress made. Monitoring continues until 
the state’s performance approves.  
- Interest bearing sanctions for non 
compliance and annual fines can be 
enforced by the Council on 
recommendation of the Commission 
(RQMV). 
 

review the programmes. If needed, on 
recommendation of the Commission and 
Ecofin, Council can issue an opinion and 
suggest adjustments. 
 
Macroeconomic Imbalances Alert 
Mechanism:14 
- Commission prepares an annual report, 
containing economic and fiscal assessment 
and evaluation of imbalances. 
- Preventative actions:  Commission informs 
EP, the Council and the Eurogroup about the 
risk of imbalances. Council, in turn, can 
issue a recommendation. 
 
Sanctions under preventive arm of SGP 
(REGULATION (EU) No 1173/2011): 
- interest-bearing deposit amounting to 0,2 
% of its GDP in the preceding year. 
(RQMV); Council may amend Commissions 
recommendation (QMV) 
Sanctions in the corrective arm of SGP: 
- non-interest-bearing deposit amounting to  
0,2 % of its GDP in the preceding year. 
(RQMV) Council may amend Commissions 
recommendation (QMV) 
 
Fines under EDP: 
- fine amounting to 0,2 % of the Member 
State’s GDP in the preceding year. (RQMV)  
 
Sanctions for manipulation of statistics: 
- Fine is effective, dissuasive and 
proportional to the nature, seriousness and 
duration of the misrepresentation. The 
amount, however, should not exceed 0,2 % 
of GDP of the Member State concerned. 
 
Sanctions under EIP (REGULATION (EU) 
No 1174/2011): 
- interest-bearing deposit for lack of 
corrective actions(RQMV) 
- if a member state fails to act on two 

Protection Committee 
European Parliament 
Eurogroup 
European Council  
European Commission 

                                                           
14 (European Parliament and Council (REGULATION (EU) No 1176/2011) 2011) 
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successive Council recommendations in 
which the Council states that a member state 
has not taken appropriate corrective 
measures or in which the Council establishes 
non-compliance an annual fine is imposed. 
(RQMV)  
- interest-bearing deposit or the annual fine 
equals 0,1 % of the GDP in the preceding 
year of the member state concerned. 
- exceptional economic circumstances may 
result in reduction/cancelling cancelling of 
interest-bearing deposit/fine. 
Sanctions under MTO: 
-if minimum annual adjustment effort of 
0.5% of GDP (or >0.5% of GDP for high 
debt countries) is not made, an interest 
bearing deposit of 0.2% of GDP is due.  

2013 “The two 
pack” 
(Applies only to 
EMU member 
states) 
 

REGULATION (EU) No 473/2013: 
Member States shall have in place 
independent bodies responsible for 
monitoring: 

-  numerical fiscal rules. 
Reporting requirements for member 
states under EDP are set out. 
 

Monitoring and Surveillance 
REGULATION (EU) No 473/2013: 

- Every year, by October 15, each 
member state should submit its 
draft budget for the following 
year to the Commission and make 
it public.  

- Commission should assess plans 
by 30 November each year; if it 
observes serious non-compliance 
with the budgetary policy 
obligations laid down in the SGP, 
it can ask member state to revise 
its bufget. 

- National budget should be 
adopted and made public by 31 
December every year.  

- 15 April - 30 April each year, 
member states should submit their 
national medium-term fiscal 
plans, they should include 
stability and reform programmes. 

 

Economic partnership programmes 
REGULATION (EU) No 473/2013: 

- describing the policy measures and 
structural reforms that are needed 
to ensure an effective and lasting 
correction of the excessive deficit, 
as a development of its national 
reform programme and its stability 
programme. 

- identify and select a number of 
specific priorities aiming to 
enhance competitiveness and long-
term sustainable growth and 
addressing structural weaknesses in 
the Member State concerned. 

Macroeconomic adjustment programme 
REGULATION (EU) No 472/2013: 
-If a member state requests financial 
assistance from one or several other member 
states or third countries, the EFSM, the 
ESM, the EFSF or the IMF, it shall prepare, 
in agreement with the Commission, acting in 
liaison with the ECB and, where appropriate, 
with the IMF, a draft macro-economic 
adjustment programme which shall build on 
and substitute any economic partnership 
programme. 
- Council, on recommendation of the 

Fiscal Authorities of Eurozone countries 
EFSM, the ESM, the EFSF, the IMF 
European Commission 
Eurozone Council 
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Commission may adopt the programme 
(QMV) 
Measures to safeguard tax revenue: 
- take measures (with the help of 
Commission, ECB, [IMF]) aiming to 
reinforce the efficiency and effectiveness of 
revenue collection capacity and the fight 
against tax fraud and evasion, with a view to  
increasing its fiscal revenue. 
Post-programme surveillance: 
-Member State shall be under post-
programme surveillance as long as a 
minimum of 75 % of the financial assistance 
received has not been repaid. 

Intergovernmental 
Treaties  

Legal Provisions Procedures Mechanisms Institutional Interplay 

2012 Treaty on 
Stability, 
Coordination and 
Governance (Fiscal 
Compact) 
(Applies to 25 
member states, excl. 
UK and Czech 
Republic) 15 

- budgetary position of the general 
government of a Contracting Party 
shall be balanced or in surplus. 
-lower limit of a structural deficit of 
0,5 % of the gross domestic product at 
market prices. 
- MTO: of -1% GDP allowed only in 
countries with public debt >60% of 
GDP. 
- When public debt exceeds 60% of 
GDP, annual reduction efforts of at 
least 0.05% should be made. 
-RQMV included in primary European 
legislation 

- incorporation of SGP budgetary rules 
into national law. 
- introduction of stabilisers within national 
constitutional law which can be 
automatically triggered if the Contracting 
Party deviates from the  allowed budget 
values.   
Contracting Party which is in EDP should 
adopt an Economic Partnership 
Programme and submit it to the Council 
and Commission for endorsement and 
monitoring. 
 
The Commission drafts a report on the 
compliance of the Contracting Party. If 
Contracting Party has failed to comply the 
matter will be brought to the Court of 
Justice of the European Union by one or 
more Contracting Parties. Where a 
Contracting Party considers, independently 
of the Commission's report, that another 
Contracting Party has failed to comply 
with Article 3(2), it may also bring the  
matter to the Court of Justice. In both 
cases, the judgment of the Court of Justice 
shall be binding on  
the parties to the proceedings, which shall 

In the event of significant observed 
deviations from the medium-term objective 
or the adjustment path towards it, a 
correction mechanism shall be triggered 
automatically.  
Automatic Correction Mechanism 
introduced in national law; Sanctions 
imposed by ECJ go to ESM or the EU 
Budget. 

National Fiscal Authorities 
European Council 
European Commission 
European Court of Justice 

                                                           
15 (EU 25 2012) 
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take the necessary measures to comply 
with the judgment within a period to be 
decided by the Court of Justice. 
 
Where, on the basis of its own assessment 
or that of the European Commission, a 
Contracting Party considers that another 
Contracting Party has not taken the 
necessary measures to comply with  
the judgment of the Court of Justice , it 
may bring the case before the  
Court of Justice and request the imposition 
of financial sanctions following criteria 
established by the Commission. 
 
Meetings: 
The Heads of State or Government of the 
Contracting Parties whose currency is the 
euro shall meet informally in Euro Summit  
meetings (biannually), together with the 
President of the Commission. ECB 
president will be invited to attend. 
 

Draft Proposals Legal Provisions Procedures Mechanisms Institutional Interplay 
Financial 
Transaction Tax 

Applies only to 11 member states  
-0.1% in respect of the financial 
transactions other than those related to  
derivatives contracts;  
-0.01% in respect of financial 
transactions related to derivatives 
contracts 

Set-up of national authorities that will be 
entitled with the collection of FTT 
revenues.  
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Table 2. Ideological Positioning of French and German Political Parties 
(The data covers the past two French and German elections coded by the Comparative Manifesto Project. France’s 2012 elections are not covered.) 

Cou
ntry/ 

Elect
ion 

Politi
cal 

Party 

Par
ty 

Fa
mil
y 

Pro
- 

EU 

Aga
inst

- 

EU 

% 
Free 

Enter
prise 

Mark
et 

Regu
lation 

% 

Prote
ctioni

sm  

(-) 

Prote
ctioni

sm 
(+) 

% 

Incen
tives 

(low 
tax) 

Econ
omic 
Plan
ning 

% 

Econ
omic 
Orth
odox

y 

Cont
rolle

d 
Econ
omy 

% 

Welf
are 

State 
Expa
nsion 

Welf
are 

State 
limit
ation 

% 

Labo
ur 

Grou
ps  

(-) 

Labo
ur 
Grou
ps 

(+) 

% 

Franc
e 

2002 

Les 
Verts 

Eco
. 3 0 100 0 5 -100 0 0 0 5 3 25 0 0 0 0 17 -100 0 15 -100 

PCF Co
m. 6 0 100 0 0 0 0 0 0 8 0 100 0 0 0 0 9 -100 0 6 -100 

PS Soc.
D. 9 1 80 0 7 -100 0 0 0 7 1 75 0 0 0 0 38 -100 0 17 -100 

UDF Con
s. 33 0 100 0 0 0 0 2 -100 13 0 100 0 0 0 0 19 -100 0 4 -100 

UMP Con
s. 4 0 100 0 3 -100 0 0 0 3 6 -33 0 0 0 0 23 -100 0 10 -100 

FN Nat. 0 5 -100 8 7 6 0 22 -100 10 1 81 1 0 100 5 5 0 0 1 -100 

Franc
e 

2007 

Les 
Verts 

Eco
. 33 1 94 0 28 -100 0 0 0 17 0 100 5 0 100 0 67 -100 0 16 -100 

PCF Co
m. 10 0 100 0 10 -100 1 2 -33 4 0 100 0 0 0 0 47 -100 0 26 -100 

PS Soc.
D. 12 0 100 0 19 -100 0 0 0 7 1 75 2 1 33 0 43 -100 0 14 -100 

UDF Con
s. 22 0 100 0 11 -100 0 1 -100 8 0 100 5 0 100 0 15 -100 0 5 -100 

UMP Con
s. 45 1 95 12 15 -11 3 2 20 25 0 100 16 2 77 5 130 -92 1 1 0 

FN Nat. 0 72 -100 64 20 52 0 29 -100 33 0 100 16 0 100 2 47 -91 3 16 -68 
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Germ
any 

2005 

 

 

 

 

 

 

 

90/Gr
eens 

Eco
. 75 7 82 11 98 -79 3 0 100 13 18 -16 26 2 85 1 115 -98 0 76 -100 

LINK
E 

Co
m. 22 10 37 0 23 -100 0 0 0 6 9 -20 0 7 -100 0 48 -100 0 46 -100 

SPD Soc.
D. 21 4 68 8 33 -60 0 0 0 17 13 13 26 1 92 3 21 -75 3 52 -89 

FDP Lib. 82 21 59 95 55 26 9 0 100 19 8 40 76 0 100 10 26 -44 25 26 -1 

CDU/
CSU 

Chr.
D. 20 18 5 45 27 25 0 0 0 22 2 83 42 0 100 3 15 -66 5 27 -68 

Germ
any 

2009 

90/Gr
eens 

Eco
. 

 

95 6 88 7 241 -94 1 5 -66 20 10 33 21 15 16 2 111 -96 1 111 -98 

LINK
E 

Co
m. 17 16 3 0 94 -100 0 5 -100 7 0 100 1 21 -90 0 72 -100 0 87 -100 

SPD Soc.
D. 73 3 92 17 204 -84 3 0 100 13 16 -10 12 6 33 1 60 -96 0 142 -100 

FDP Lib. 82 17 65 162 167 -1 14 0 100 44 5 79 48 0 100 27 50 -29 10 11 -4 

CDU/
CSU 

Chr.
D. 

62 22 47 67 140 -35 6 0 100 27 2 86 49 1 96 1 36 -94 3 27 -80 
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Legend: 

Sign: Positive sign in front of the % value indicates support for EU or alignment to the right; Negative sign in front of the % value stands for anti-EU positioning or 
alignment to the left. 

Party Family:                                                              Codes: (as appearing in CMP’s Coding Scheme: https://manifesto-project.wzb.eu/coding_schemes/1) 

Eco. Ecology 

Com. Communist 

Cons. Conservatives 

Soc.D. Social Democrats 

Lib. Liberal 

Chr.D. Christian Democrats 

Nat. Nationalist 

Pro-EU Favourable mentions of European Community/Union in general. May include the:  
• Desirability of the manifesto country joining (or remaining a member);  
• Desirability of expanding the European Community/Union;  
• Desirability of increasing the ECs/EUs competences;  
• Desirability of expanding the competences of the European Parliament. 

Anti-EU Negative references to the European Community/Union. May include:  
• Opposition to specific European policies which are preferred by European authorities;  
• Opposition to the net-contribution of the manifesto country to the EU budget. 

Free Enterprise Favourable mentions of the free market and free market capitalism as an economic model. May include 
favourable references to:  
• Laissez-faire economy;  
• Superiority of individual enterprise over state and control systems;  
• Private property rights;  
• Personal enterprise and initiative;  
• Need for unhampered individual enterprises. 

Market Regulation Support for policies designed to create a fair and open economic market. May include:  
• Calls for increased consumer protection;  
• Increasing economic competition by preventing monopolies and other actions disrupting the functioning of 
the market;  
• Defence of small businesses against disruptive powers of big businesses;  
• Social market economy. 

Protectionism (-) Support for the concept of free trade and open markets. Call for abolishing all means of market protection (in 
the manifesto or any other country). 

Protectionism  
(+) 

Favourable mentions of extending or maintaining the protection of internal markets (by the manifesto or other 
countries). Measures may include:  
• Tariffs;  
• Quota restrictions;  
• Export subsidies. 

Incentives Favourable mentions of supply side oriented economic policies (assistance to businesses rather than 
consumers). May include:  
• Financial and other incentives such as subsidies, tax breaks etc.;  
• Wage and tax policies to induce enterprise;  
• Encouragement to start enterprises. 

Economic Planning Favourable mentions of long-standing economic planning by the government. May be:  
• Policy plans, strategies, policy patterns etc.;  

https://manifesto-project.wzb.eu/coding_schemes/1
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• Of a consultative or indicative nature. 

Orthodox Economy Need for economically healthy government policy making. May include calls for:  
• Reduction of budget deficits;  
• Retrenchment in crisis;  
• Thrift and savings in the face of economic hardship;  
• Support for traditional economic institutions such as stock market and banking system;  
• Support for strong currency. 

Controlled Economy Support for direct government control of economy. May include, for instance:  
• Control over prices;  
• Introduction of minimum wages. 

Welfare State Limitation Limiting state expenditures on social services or social security. Favourable mentions of the social subsidiary 
principle (i.e. private care before state care); 

Welfare State Expansion Favourable mentions of need to introduce, maintain or expand any public social service or social security 
scheme. This includes, for example, government funding of: • Health care;  
• Child care  
• Elder care and pensions;  
• Social housing 

Labor Groups (-) Negative references to labour groups and trade unions. May focus specifically on the danger of unions 
‘abusing power’. 

Labor Groups  
(+) 

Favourable references to all labour groups, the working class, and unemployed workers in general. Support for 
trade unions and calls for the good treatment of all employees, including: • More jobs;  
• Good working conditions;  
• Fair wages;  
• Pension provisions etc. 
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Graph 1: Ideological Distance between Parties in France and Patterns of Interparty Competition: 
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Graph 2: Ideological Distance between Parties in Germany and Patterns of Interparty Competition 
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