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Τhe institutionalization of neoliberal ideas in the EU begins with the known Stability and Growth Pact 

introduced in the Maastricht Treaty of 1992 for monetary union ensuring that the dogma of fiscal 

stability cannot be reversed. It set policy in the interest of big business, including market deregulation, 

extensive privatisation and protection of the financial sector. Together with the European Monetary 

union and the euro, launched in 1999, they have introduced a rigid regulatory framework of permanent 

austerity and “foreign” surveillance, i.e. from Brussels and Frankfurt, over national economic policy. The 

Treaty was far from an attempt to turn the EU into a socially and spatially coherent area. It ignored the 

relevant literature and experience on the subject and instead prioritized economic at the expense of 

political and socio-spatial integration. For those countries wishing to join the Eurozone, five national 

macro-economic “convergence criteria” were additionally introduced. These are: no more than 1.5% 

inflation rate more than the average of the three member states best performing in low inflation; 

government deficit must not exceed 3%; the ratio of the annual government deficit to GDP must not 

exceed 60%; applicant countries should have joined the exchange-rate mechanism for two consecutive 

years with no devaluations of national currencies before final entry; and long-term interest rates must 

not be more than 2% higher than in the three lowest inflation member states.  

 

In Europe, apart from the influence of British-style Thatcherism, Germany applied Ordoliberalism, a 

German version of neoliberalism, developed since the late 1930s by economists and legal scholars at 

Freiburg University. Ordoliberalism, became the dominant mantra of law and order with the following 

features: a strong central state intervention to secure competition; an independent central bank 

committed to monetary stability and low inflation; a balancing tax revenue against government 

expenditure; privatization of public services and public assets; and deregulation of the labour market 

with some minimum wage. For ordoliberals, the State is necessary to achieve the market ideal, but a 

particular kind of State. They have a limited faith in democracy and instead they strongly believe in 

independent, networked institutions that are unaccountable and operate parallel to the State. The 
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trouble with ordoliberalism, is that when situations or basic parameters change, the rules of 

independent institutions stay the same, and if that means the problem is not solved, then so be it. 

Ordoliberalism has been exported from Germany to the rest of the EU and since the beginning of the 

21st century is the prime governance model and the founding principle for establishing the euro. Later, 

when the crisis began, ordoliberalism became the major tool to discipline the “wasteful and 

irresponsible” countries in the south via extreme austerity and public property dispossessions. In short, 

these developments established a post-political undemocratic mode of decision making, imposing “the 

law of the mighty” and unfortunately, this is how the EU, the ECB and Eurozone operate these days.  

          Since 1992, all EU countries have been forced to implement the Maastricht Treaty, which entailed 

abandonment of redistribution policies. In Eastern Europe, ordoliberalism has been painfully 

experienced via the bloody re-establishment of capitalism by extensively applied dispossessions. Capital 

accumulation through extensive privatizations, land grabbing and abolition of any social right became 

the rule. In former Eastern Germany, all former state companies and properties have been transferred 

to a special agency, Treuhand, used as a model twenty years later in Greece. Whole operating factories 

were sold for a few Deutsch marks or dollars while massive unemployment and impoverishment 

devastated whole cities and the countryside. In SE, governments were obliged to begin working towards 

the flexibilisation of employment relations (on top of existing informal flexibilities) and deregulation of 

public welfare. In addition, Greece and Portugal began to deregulate credit in the second half of the 

1980s under the prospect of the single financial market. Spain and Italy had already initiated similar 

deregulations from the 1970s, while financial interventionism and financial neoliberalisation in the four 

countries was a state-driven pattern of reform in which central banks played a prominent role. The 

major change in macro-economic policies concerns the imposed deflationary regime by the ECB 

following ordoliberal criteria. From growth driven by expanding internal demand and few exports, all 

European economies were forced to apply an impossible mission: a German style export-driven growth 

policy for which their productive basis – with few notable regional exceptions - was not prepared.  

 

After the Single Market, the Maastricht Treaty and the institutionalization of neoliberalism, the 

structural weaknesses of Southern and Eastern capitalisms became more acute. On the one hand, the 

gradual hollowing-out of European states by transferring major regulatory and institutional powers to 

EU bodies badly affected southern and eastern states addicted to strong interventionist policies. On the 

other, strong deflationary policies and the loss of various trade protections, imposed by EU regulations, 

destroyed the backbone of regional economies, namely the networks of small-medium industrial 
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enterprises increasing the role of large foreign firms, manly German, now using eastern regions as 

profitable places for delocalisation and export platforms. These developments, plus the major 

restructuring of the European spatial division of labour, contributed to the deepening of uneven 

geographical development and to increasing intra- and inter-regional inequalities. 

 

So let us see how the overall neoliberalisation influence regional policies. In doing this I will discuss 

three themes: first questions of theory, second the impact of EU regional policies and third I sketch 

briefly to whom and how to communicate the lessons. 

 

On the theoretical front, the institutionalization of neoliberalism in the EU came at a time when 

economic geography and regional development in Europe was dominated by two major paradigms, both 

in use by academics and practitioners alike in member states and by the Commission. The first is 

straightforwardly neoliberal, based on a modernised version of old neoclassical theories and macro-

economic top-down planning, loyal to the dogma that free market competition will eventually balance 

inequalities. It has excessive faith in highly abstract mathematical models as the basis of regional science 

and policy practice, assuming that poorer regions tend to have higher rates of growth than richer ones 

and that convergence is a matter of time. Spatial modeling went hand-in-hand with financial and real 

estate modeling, both based on the prediction that prosperity is secured through rent extraction. Shut 

hiding behind the assurance of prosperity during the early years of the strong euro, the neoliberal 

paradigm has succeeded in directly influencing the Commission and its technocrats.  

The second dominant paradigm was a kind of “Third Way thinking”, not strictly neoclassical but 

neither radical, that introduced new theoretical approaches shaping local and regional development 

policies before and after the crisis. Parallel to more traditional approaches of agglomeration economies, 

transaction costs and external economies, the second paradigm promoted new ideas on innovative, 

networking and learning regions, on clusters and agglomeration, on branding, on local social capital, 

reciprocity, trust, on smart cities and regions and so on, largely based on experience of few “model 

regions”. Their proposal was simple: other regions and cities in order to be competitive should follow 

these successful models. Many economic geographers and planners made a strong appearance in EU 

circles when they started working within this second dominant paradigm, which also had a major 

influence on EU development strategy. 
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Despite difference between the two paradigms, the hegemony of neoliberalism has succeeded so 

far in defending the taken-for-granted mainstream model of the competitive and entrepreneurial 

city/region, thus undermining any attempt at welfare planning. The entrepreneurial city/region, 

competition among cities and regions, city marketing, regional branding, etc, has taken over the reins of 

planning and policymaking.  One immediate effect of this replacement is the intensification of regional 

inequalities. By the same token, any discussion of inequalities, socio-spatial justice and solidarity has 

also been practically erased from the European regional development agenda.  

When the economic crisis began in 2009, at a time when both paradigms were highly appreciated by 

technocrats and development officials, there was no other paradigm except the neoliberal one at the 

table of the top EU, Eurozone and ECB bureaucrats and state politicians. Different economic advisors 

went deeper suggesting that austerity is the solution and while initially it may cause pain and loss, in the 

long run it promotes growth. Today such an argument sounds ridiculous but at that time, it generated 

some disagreements among EU top officials, between “austerians”- those advocates of austerity and 

cuts in public spending - and a few neo-Keynesians who believed austerity functions only when the 

economy is growing. Thus in June 2010 Jean-Claude Trichet (Reuters, 24.6.10), the then president of 

the ECB, dismissed concerns that austerity might hurt growth:  

“…As regards the economy, the idea that austerity measures could trigger stagnation is 
incorrect…. In fact, in these circumstances, everything that helps to increase the confidence of 
households, firms and investors in the sustainability of public finances is good for the 
consolidation of growth and job creation. I firmly believe that in the current circumstances 
confidence-inspiring policies will foster and not hamper economic recovery, because confidence 
is the key factor today.” 

Thus, by the summer of 2010, a fully-fledged austerity orthodoxy took shape, becoming dominant in 

European policy circles to the extent that a new European Economic Governance has being established. 

In this respect, the implementation of crude austerity across EU became naturalized, ignoring all other 

“softer” proposals by neo-Keynesians and “Third Way” policy makers. 

     Turning now to my second theme, regional policies, increasing regional unevenness in the EU since 

the 2006, in combination to the regular operation of capitalist uneven development, highly correlates 

with particular EU policies. During 2000-2013, all development policies of the EU, including regional 

policies, were subsumed under the Lisbon strategy, aimed to make the EU “the most competitive and 

dynamic knowledge-driven economy by 2010”. During the first decade of the Lisbon strategy virtually 

every objective remained unrealized. From a spatial point of view, it was assumed that Regional 
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Competitiveness, as the main development axis, would provide “growth and jobs”, but as we know, 

what is good for individual business does not apply to socio-spatial entities such as the regions.   

        For the 2014-2020 period, the largest portion of the money — 182 billion euros — will go to "less 

developed" regions, which represent 27 percent of the population in the continental bloc. These regions 

include most of Poland, the Baltic States, the Czech Republic, Slovakia, Hungary, Romania, Croatia, 

Slovenia, Bulgaria and Portugal, few regions in Spain as well as southern Italy and northern Greece. 

For many countries, cohesion funds are a key part of their economies. In places such as Poland, 

Romania, the Czech Republic, Slovakia and Hungary, allocations from the EU cohesion funds for the 

2014-2020 period equal 2-3 percent of the country's GDP. In absolute terms, Poland is the winner; it has 

been allocated 77.6 billion euros, the highest figure in the European Union. Hungary is the winner in 

terms of allocation as a percentage of GDP; cohesion funds represent 3.2 percent of Hungary's 

economy. Estonia, Slovakia and Lithuania have the highest allocations per capita, while the Netherlands, 

Denmark and Luxembourg have the lowest allocations both per capita and relative to GDP. 

But qualifying for EU funding does not translate to an ability to absorb the funds. Member states in 

Southern and Eastern Europe still experience difficulties in spending this money. In some cases, these 

countries lack the domestic capacity to co-finance the projects supported by the European Union. In 

others, national and local authorities lack the know-how and institutional framework to successfully 

apply for funds. There are also cases where the bureaucracy is so excessive that it discourages potential 

applicants. As a result, although extra funding was available for the “less developed” regions, those 

“developed” or “in transition” in north-central Europe grabbed the lion’s share and in the end this policy 

shift was counterproductive for southern and eastern regions. 

The major problem with cohesion funds is the contradiction between seeking neoliberal macro-economic 

policies and imposing austerity while pursuing solidarity, economic and social cohesion.  The corner 

stone of any regional development program consists of socio-spatial redistribution aiming at reducing 

unevenness and injustices, something that is inconsistent, theoretically and practically, with austerity. 

Furthermore, following the new Economic Governance established in 2010, the EU can use cohesion 

funds as a threat-tool, because Brussels is allowed to suspend funding for countries that fail to meet 

their deficit targets. Thus it is hardly surprising that cohesion programs have failed to achieve their main 

goal: creating a more economically homogeneous Europe. Evidence of vast economic gaps between 

Southern and Eastern Europe and regions in more developed nations in Northern and Western Europe 
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are readily apparent. Also it is not accidental that at the beginning of the program, territorial cohesion 

was high in the agenda but after 2008 and particularly after the crisis in 2010, it has been totally lost 

from any EU document.  

Record high unemployment levels, especially among the youth, plague regions in countries such as 

Spain, Portugal, Italy and Greece, and massive emigrations occur in regions of countries such as Poland, 

Romania and Bulgaria to Western Europe, while “brain drain” is destroying recovery prospects in many 

SE regions. The rise of xenophobic and sometime neo-Nazi political parties – like the Golden Dawn in 

Greece- that criticize the European Union and propose to reverse the process of continental integration 

is another symptom of the lack of cohesion. Though many governments in the EU periphery will keep 

the cohesion funds in mind when assessing their national priorities, fragmentation in the EU will 

continue. 

 The sequel to this story is Europe 2020, a strategy promoting “smart, sustainable, inclusive growth”. By 

then, everything in Europe is supposed to be “smart” to “improve the business environment”. In 

addition, all policies should follow neoliberal “fiscal discipline” and finally: “Fiscal consolidation and long-

term financial sustainability will need to go hand in hand with important structural reforms, in particular 

of pensions, health care, social protection and education systems” (Europe 2020: 24).  

If my argument so far makes sense, to whom and how to communicate the lessons? Starting with my 

personal standpoint, fundamentally, I am interested in ways of improving the lives of people who live in 

those places in Europe and elsewhere that are left out of the dominant neo-liberal narratives which 

emphasize success and competitiveness. After all, neoliberalism is not a monolithic system; it is grafted 

into various social models and regimes of regulation, resulting in various versions of ‘actually existing’ 

neo-liberalism and, consequently, different possibilities for progressive/or even Left-wing actions. As a 

result, there is space for progressive social movements in particular places of Europe to create alliances 

with progressive elements within local/regional administrations, national states and the EU and to 

engage the state’s and/or region’s resources in the pursuit of progressive local and regional 

development strategies. So let me elaborate and conclude with five points. 

    As a First step, we need to communicate these and other lessons to ourselves. How? Through 

rethinking and hard work. The question of what kind of different regional policy in a post-austerity EU 

cannot be divorced from the question what kind of professionals “you/we” want to be. Here politics, 

ideology, personality and even ethics play key role and everyone has to decide his/her own path. In case 
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to choose the radical path like myself, take into account that you need to work three or four times more 

than other colleagues, you will often find yourself isolate and be ready for immense difficulties and 

many disappointments. 

     Second, in dominant views of regional policy, there is hardly any reference to conflicts and power 

hierarchies, to gender roles and patriarchy, to environmental and ecological impacts of economic 

processes, not to mention unions, social movements and so on. The main assumption, central to this 

conceptualization, is that social interactions are conflict free and are taking place primarily via firms and 

institutions. This framework, instead of enabling us to reconceptualize local/regional development 

issues in terms of remembering the political involvement of human agency (supposedly forgotten in all 

Marxist studies), takes us back to the instrumental management of resources. In this respect the context 

is depoliticized. So an urgent task is the re-politicization of the development debate focusing on who, 

why and where one wins or loose. 

        Consequently, and third, banal and old-fashioned though it may sound to some, I would argue 

strongly that this requires the construction and adoption of new enabling and supportive regulatory 

frameworks at local/regional, national and EU scales which will allow issues of progressive regional 

relations and the reduction of interregional and intraregional inequalities and uneven development as a 

matter of priority. This in turn will necessitate working with progressive politicians and parliamentary 

and regional institutions. Of particular importance here is democracy and accountability at all scales 

because without democratization any anti-austerity program is doomed to fail. So think two times to 

whom you vote while at the same time be part of non-institutional, bottom-up, alternative development 

initiatives. 

    Fourth, there are some “smart cities and regions” and alternative forms of local/regional “radical 

welfare”, that don’t follow dominant conceptualization of smart specialization, but from where we can 

learn a lot. Due to my particular knowledge of Southern Europe, I have in mind alternative practices 

such as in Barcelona and Madrid after the election of the two women mayors; the yearlong experience 

of Self-organised Social Centers in Italy; and various bottom-up solidarity movements in Greece, among 

many others. These experiences are not used as “best practice” in EU documents but I suggest to google 

them and you will find many interesting alternative ideas. 

     Finally, fifth, any strategy for progressive local/regional development depends on the wider national 

and EU political framework. Without radical changes at these scales, our progressive initiatives are 



8 
 

doomed to have  restricted application. So in each country and at the EU we should fight to reverse 

policies that reproduce austerity and recession at home and in the EU; to restructure the debt; to 

reorganize the euro architecture and the function of the ECB; to challenge policies fueling uneven 

development within each country and across the EU; and to democratize the institutions at home and 

within the EU. 

 

 

For more on these arguments see: Costis Hadjimichalis (2017 forthcoming) Crisis Spaces. Structures, 

resistance and solidarity in Southern Europe, Routledge: London 

      

 

 

 

 


