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Words of Welcome 
 

Honorable Delegates of the European Council, 

We warmly welcome to our committee at BerlInMUN 2018! 

First of all, let us express how excited we are to tackle the pressing issues of the European 

Union together within the first week of August in the German capital. We as your chairpersons 

will do everything possible to make this conference a productive and successful one, but also 

a unique and unforgettable experience for you. 

Tiziana is currently an undergraduate student of Sciences Po Paris, preparing for the big move 

to London where she will be finishing her degree at the London School of Economics. As a 

loyal fan of the German capital, she is very excited to be able to join this conference as a 

chairperson of her favorite committee: The European Council. 

Sebastian is a Master student in European Studies at the European University Viadrina 

Frankfurt (Oder). Although he has spent most of his life in Berlin and Brandenburg, it is his 

very first appearance at BerlInMUN. 

In order to enable well-founded discussions within the sessions, preparation is the key. 

Therefore, we have created this study guide which shall give you an overview over the 

committee and the topics, encouraging you to carry on with further research. Please make sure 

that you have read and understood this guide and research information about the country you 

are representing so you can give an authentic, convincing performance at the conference. 

In case of questions, do not hesitate to contact us at ec@berlinmun.de. We are happy to answer 

your requests and help you with your concerns. 

We are looking forward to meeting you in Berlin in August and make Europe great again 

together. 

Yours sincerely, 

Tiziana and Sebastian

mailto:ec@berlinmun.de
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Committee Overview  
 

The European Council – Consilium  

 

History 

The European Council has in recent years evolved to be the centre of political gravity within 

Europe. 

The first ‘European summit’ reuniting all Heads of State or Government took place in Paris in 

1961 as an informal reunion. Only between 1969 and 1973 the European Council began to 

meet on a regular basis, raising the question whether these informal summits should be given 

an official legal framework. This crucial step was only accomplished with the entry into force 

of the European Single Act of 1986. Later, the role of the European Council was further 

detailed in the Treaty of Maastricht in 1992.1 By the commencement of the Treaty of Lisbon 

on the 1st of December in 2009 the European Council was finally transformed into a fully 

integrated EU institution with defined structures, tasks and jurisdictions. 

More recently, with the financial crisis of 2009 the European Council and Euro Summits have 

turned into prime actors in tackling the issues resulting from the sovereign debt crisis as the 

Heads of States had to meet more frequently, amongst other reasons to approve financial aid 

packages which were subsequently ratified in the respective member states.  

The Role of the European Council  

The European Council – which is not to be confused with the Council of the European Union 

or the Council of Europe – is one of the seven bodies of the European Union. Within this 

Council governments of the member states negotiate and take key decisions concerning various 

areas such as economic policy, trade and of course foreign and security policy. By doing so the 

European Council determines the general political direction and priorities of the European 

Union.2 

                                                      
1 Jacque, J. (2015). Droit institutionnel de l’Union européenne. Paris: Dalloz, p.302-303. 
2Kassim, Hussein. (2016). The Council of Europe. Ukandeu.ac.uk. http://ukandeu.ac.uk/explainers/the-council-of-the-

european-union/ 
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The European Council can therefore be called the primary strategic body of the EU of which 

task is to set objectives, manage responses to crises and make appointments to various EU 

institutions. Whereas this body can call other institutions to take action, it does not adopt laws 

by itself. Historically it was the EU’s law-making body which chose whether to accept, amend 

or reject the European Commission’s legislative proposals. Nowadays the Council shares this 

responsibility with the European Parliament in a process which is called “co-legislation”. 

Accordingly, article 15 of the Lisbon Treaty states that “The European Council shall provide 

the Union with the necessary impetus for its development and shall define the general political 

directions and priorities thereof. It shall not exercise legislative functions” (Article 15(1) TEU). 

Ergo, the European Council is the highest political body within the European Union, which 

gets together to deal with major issues and define the EU’s general political guidelines in 

complete independence from other European institutions such as the Commission or the 

Parliament. It can therefore be referred to the architect of the European construction as well as 

forum for free and informal discussion. 

Implementation 

Since the entry into force of the Treaty of Lisbon all Heads of State or Government of the EU 

member states, the President of the European Council and the President of the European 

Commission meet at least twice per semester. Yet, neither the President of the European 

Council (Donald Tusk), nor the president of the Commission (Jean-Claude Juncker) are 

members of the Council.3 

However, since the sovereign debt crisis the European Council has been meeting on a more 

regular basis. For instance, in 2015 the Council hit a record, meeting a total of twelve times4 to 

deal with the migration crisis and the aftermath of the sovereign debt crisis; thus contributing 

to a shift of power away from other European institutions to the European Council. 

Since 2004 the EU-summits usually take place in the Europa building in Brussels, which is the 

main seat of the European Council and the Council of the EU, rather than in member states.5 

The agenda for the discussions is set beforehand. For instance, the EU summit taking place 

                                                      
3 Europarl.europa.eu. (2018). The European Council | EU fact sheets | European Parliament. [online] Available at: 

http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_1.3.6.html [Accessed 2 Jun. 2018]. 
4 Consilium.europa.eu. (2017). Europa building. (2017, October 05). Available at: 

http://www.consilium.europa.eu/en/contact/address/council-buildings/europa-building/ [Accessed 2 Jun. 2018]. 
5 Consilium.europa.eu. (2017). Europa building. (2017, October 05). Available at: 

http://www.consilium.europa.eu/en/contact/address/council-buildings/europa-building/ [Accessed 2 Jun. 2018]. 

http://www.consilium.europa.eu/en/contact/address/council-buildings/europa-building/
http://www.consilium.europa.eu/en/contact/address/council-buildings/europa-building/
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from the 28th to the 29th of June 2018 discussed migration, security and defence, jobs, growth 

and competitiveness, innovation and digital Europe, long-term EU budget (MFF) and external 

relations. 

Moreover, Brexit was to be addressed in an EU 27 format and the Eurozone in an Euro Summit 

format.6 During each meeting the European Council will adopt conclusions, reflecting the 

discussions around the most pressing issues. These have to pass three stages: The working 

party, the Permanent Representatives Committee (Coreper) and the Council configuration.7 

During the simulation the delegates will only play out the last stage of this process. 

The given conclusions are supposed to identify particular issues of concern for the EU and 

outline actions to take or goals to reach. Conclusions take the form of a written document of – 

more or less – fifteen pages resuming the agreements reached during the summit.8 

Except where the Treaties dispose otherwise, conclusions have to be adopted by consensus 

between all member states according to the principle of unanimity. The latter means that if one 

member state disagrees, no decision is taken. In case of member states being unable to reach 

an agreement the text may be adopted as ‘presidency conclusions’ which in return do not 

require the agreement of the member states.9 

Decisions to take a vote are made by the President of the European Council (EC) or by request 

of the European Commission; this request must be supported by a majority of the members of 

the Council. Depending on the policy field decisions are taken by a simple majority, unanimous 

vote or qualified majority, respectively. In the vast majority, representing 87 percent of the 

cases, the European Council will reach decisions by consensus.10 

Bibliography 

 Consilium.europa.eu. (2018). The decision-making process in the Council - Consilium. [online] 

Available at: http://www.consilium.europa.eu/en/council-eu/decision-making/ [Accessed 2 Jun. 2018]. 

 Consilium.europa.eu. (2017). Council conclusions and resolutions-Consilium. Available at: 

http://www.consilium.europa.eu/en/council-eu/conclusions-resolutions/ [Accessed 2 Jun. 2018]. 

                                                      
6 Consilium.europa.eu. (2018). European Council, 28-29/06/2018. Available at: 

http://www.consilium.europa.eu/en/meetings/european-council/2018/06/28-29/ [Accessed 2 Jun. 2018]. 
7 Consilium.europa.eu. (2017). Council conclusions and resolutions-Consilium. Available at: 

http://www.consilium.europa.eu/en/council-eu/conclusions-resolutions/ [Accessed 2 Jun. 2018]. 
8 Consilium.europa.eu. (2017). Council conclusions and resolutions-Consilium. Available at: 

http://www.consilium.europa.eu/en/council-eu/conclusions-resolutions/ [Accessed 2 Jun. 2018]. 
9 Consilium.europa.eu. (2017). Council conclusions and resolutions-Consilium. Available at: 

http://www.consilium.europa.eu/en/council-eu/conclusions-resolutions/ [Accessed 2 Jun. 2018]. 
10 Jacque, J. (2015). Droit institutionnel de l’Union européenne. Paris: Dalloz, p.312-313. 

http://www.consilium.europa.eu/en/meetings/european-council/2018/06/28-29/
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Topic A: The Creation of a European Army 

 
Introduction 

The idea for a European Army emerged in the first years after World War II, when the 

European Defence Union was imagined as an ambitious way to push European integration. The 

avant-gardist idea failed due to the French unwillingness to ratify the agreement and the idea 

of a European army was buried for many years. 

However, ever since the EU member states have taken various steps in the direction of a joint 

foreign, defence and security policy, the idea of a European army today seems to be closer than 

ever. 

Moreover, with the establishment of the Schengen zone of visa-free travel, Armenia, 

Azerbaijan, Belarus, Georgia, Moldova and Ukraine as well as Algeria, Egypt, Israel, Jordan, 

Lebanon, Libya, Morocco, Palestine, Syria, and Turkey and have been classified as neighbours 

of the European Union according to the European Neighbourhood Policy (ENP). This, together 

with an increased risk for terrorist attacks and cyber warfare has changed the mental map of 

Europe and the perception of the continents’ state of security. 

Additionally, with the election of Donald J. Trump as President of the United States of 

America, who had threatened to curtail support in retaliation against European states not 

spending enough on defence, reliance on the US and more generally the NATO has become 

increasingly uncertain. 

Lastly, with Brexit the security and defence puzzle within the European Union will be 

transformed as the EU’s second-biggest army will be leaving the Union and henceforth 80 

percent of NATO defence spending will be coming from non-EU Allies.11 Together with 

France, the UK is currently responsible for more than 40 percent of the public defence 

investments in the EU and is one of the five EU member states hitting the two percent target 

of its Gross Domestic Product (GDP) on military expenditure.12 Britain had repeatedly opposed 

plans for an integrated European defence policy, however, post-Brexit the UK might not have 

                                                      
11 NATO. (n.d.). Doorstep by NATO Secretary General Jens Stoltenberg at the start of the European Union Foreign Affairs 

Council in Defence format. Retrieved from https://www.nato.int/cps/en/natohq/opinions_148840.htm. 
12 Tor, Aleksandra. Peacekeeping in Africa: The EU at Crossroads. (2017). College of Europe Policy Brief 

(CEPOB).  
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a say in this issue. Thus, the leave of the UK from the EU is apprehended to have dramatic 

consequences on the security and defence policy of the EU which is why time might have come 

for new multilateral defence projects to emerge. 

These factors, among many others, have notably contributed to the revival of European defence 

cooperation in the form of new agreements such as the Permanent Structured Cooperation 

(PESCO) in late 2017 and have brought the idea of intervention forces under the authority of 

European authorities back to the table. 

The rise of Europe as a powerful military force being independent from traditional allies such 

as the United States could be an event we might witness as one of the most dramatic game 

changers of the 21st century so far, contributing to a durable shift in the global balance of power.  

As a consequence, in the following discussion the delegates, taking on the roles of the heads 

of government of the respective member states, shall discuss the possibility of a European army 

under control of European authorities. It is up to the delegates to decide whether this shall be 

possible or not and in which way this could be implemented. 

The delegates are encouraged to develop innovative solutions to change and adapt the current 

European framework, while taking into consideration institutional, political and financial 

barriers. 

 

Historical Background 

The failure of the European Defence Community 

The idea to establish a European Army arose in the late 1940s, when various political actors, 

all above the US-American government, called for a rearmament of Germany. As during the 

post-war period relations between the Soviet Union and western powers were deteriorating, 

Britain, the US and France took extraordinary steps to improve European defence. Accordingly 

in March 1948, the Brussels Pact was created, while NATO was born in April 1949.13 

However, this failed to address the question of a possible rearmament of Germany. From an 

American point of view the Cold War had made this measure necessary.14 With the outbreak 

                                                      
13 Pastor-Castro, R (2006). The Quai d’Orsay and the European Defence Community Crisis of 1954. History, 91 (303), pp. 

386-400. 
14 Jacque, J. (2015). Droit institutionnel de l’Union européenne. Paris: Dalloz, p.4.  
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of the Korean War in June 1950 the communist threat had become more alarming. Still, France 

would not have conceived an immediate German rearmament as proposed by the US after two 

devastating wars with millions of casualties. This is why Jean Monnet, the General 

Commissioner of the French National Planning Board, who had already designed the Schuman-

Plan, came up with the idea of a European defence on a supranational basis.15 Thereby, the 

demand by the United States for a strong military partner in Europe could be satisfied and 

German rearmament could be delayed indefinitely. 

The plan for a common ‘European Defence Community’ was submitted by Jean Monnet to 

French Premier and former Defence Minister René Pleven, who in 

turn submitted it to the French National Assembly on October 24th 

1950. The Treaty, which established this community, was signed 

in the Salon de Horlorge of the French Ministry of Foreign Affairs 

on May 27th 1952 by the Federal Republic of Germany, Italy, 

France, Luxembourg, the Netherlands and Belgium. This text, 

comprising 132 Articles, aimed at creating a European army being 

limited to 100,000 troops. A supranational commission would 

oversee the training of this army and the command would be 

conferred on SACEUR (Supreme Allied Commander Europe).16 

However, the project, being very ambitious at that time, failed, as the French refused to ratify 

the Treaty in 1954 with 319 Assembly Members voting against, 264 in favour and 43 

abstentions.17 France did not yet want to see a militarily strong and economically superior 

Germany and the French Republic had not yet forgotten the humiliation and losses of the 

Second World War.18 The project failed and thus NATO, founded in 1949, remained the sole 

actor in this field.19 

                                                      
15 Cvce.eu. (2018). The failure of the European Defence Community (EDC)-From the Messina Conference to the Rome 

Treaties (EECC and EAEC)-CVCE Website. Available at: https://www.cvce.eu/en/education/unit-content/-/unit/1c8aa583-

8ec5-41c4-9ad8-73674ea7f4a7/bd191c42-0f53-4ec0-a60a-c53c72c747c2. 
16 Ari, Türker M. (2018). The European Defence Community in the U.S. Foreign Policy Context. Center for Strategic 

Research. Republic of Turkey-Ministry of Foreign Affairs.  
17 Ari, Türker M. (2018). The European Defence Community in the U.S. Foreign Policy Context. Center for Strategic 

Research. Republic of Turkey-Ministry of Foreign Affairs. 
18Ari, Türker M. Ari, Türker M. (2018). The European Defence Community in the U.S. Foreign Policy Context. Center for 

Strategic Research. Republic of Turkey-Ministry of Foreign Affairs. 
19 Weiler, Joseph, Stein, Torsten and Porges, Amelia. The Legal Framework of European Security Policy. Proceedings of the 

Annual Meeting (American Society of International Law), Vol 89, Structures of World Order (April 5-8, 1995), pp. 525-533. 

Image 1 Signing of the Treaty 
establishing the EDC 
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This symbolized a secession and setback for the European idea 

as plans for a European Political Community were abandoned 

and plans for a European army were put to the side for decades. 

However, the debates about and around the subject also paved the 

way for an alternative solution for the rearmament of Germany: 

the Western European Union (WEU) as a sub-division of the NATO.20 The Western Union’s 

focus was put onto common defence, especially “to take such steps as may be held to be 

necessary in the event of a renewal by Germany of a policy of aggression.” Still, the WEU did 

not play a fundamental role in insuring security in Europe, as this required involvement of the 

USA. The organization functioned rather as a platform for various solutions in the domain of 

political cooperation and discussion for matters of foreign policy. 

European Political Cooperation (EPC) 

In the 1970s, following the approval of the ‘Luxembourg Report’ by Foreign Ministers, the 

European Political Cooperation (EPC) emerged as a new tool enabling the European Union to 

enforce a more coherent European approach on international affairs. Ever since, the process of 

cooperation has been improved, formalized and expanded, culminating in the adoption of the 

Single European Act on July 1st 1987.21 

Consequently, during the 1980s, through this tool Member States of the European community 

adopted a common stance on various issues such as the Soviet invasion of Afghanistan, the 

Israeli-Palestinian peace process, the Middle East and many other issues relevant for European 

security and defence. This form of cooperation was articulated mostly through the European 

Council, the Council of Foreign Ministers and the Presidency of the European Community.22 

The EPC system worked most efficiently when trying to resolve international problems 

representing a high level of homogeneity of interests among the Member states. For instance, 

humanitarian aid situations in which the member states wanted to reap positive benefits 

resulting from gain of respect of other international actors were properly addressed through 

                                                      
20 Ari, Türker M. (2018). The European Defence Community in the U.S. Foreign Policy Context. Center for Strategic 

Research. Republic of Turkey-Ministry of Foreign Affairs. 
21 Office for Official Publications of the European Communities. (1988). European Political Cooperation. Luxembourg. 
22 Cvce.eu. (2018). How European Political Cooperation worked-Historical events in the European integration process 

(1945-2014)-CVCE Website. Available at: https://www.cvce.eu/en/education/unit-content/-/unit/02bb76df-d066-4c08-a58a-

d4686a3e68ff/e9b79def-b7aa-452c-92fa-21a630808f20. [Accessed 5 Jun. 2018]. 

Image 2 Flag of the Western 
European Union 

https://www.cvce.eu/en/education/unit-content/-/unit/02bb76df-d066-4c08-a58a-d4686a3e68ff/e9b79def-b7aa-452c-92fa-21a630808f20
https://www.cvce.eu/en/education/unit-content/-/unit/02bb76df-d066-4c08-a58a-d4686a3e68ff/e9b79def-b7aa-452c-92fa-21a630808f20
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this mechanism. However, the EPC system was not able to effectively deploy military force 

because no consensus was to be reached on future forms of European defence.23 

In parallel, the WEU was reactivated in 1984, awakening hopes that it would evolve into the 

centrepiece of West European security. In the mid-1980s the WEU coordinated European naval 

forces during the Iran-Iraq War. 

New dynamics following the end of the Cold war and the Balkan wars 

With the end of the Cold War, the unification of Germany and the removal of US troops the 

interest in European defence cooperation was reborn. Additionally, since the 1990s, following 

Europe’s failure to correctly respond to the violence in the Balkans, the European Union has 

become more determined to develop a common security strategy.  

Consequently, the Treaty on the European Union (TEU also called Maastricht Treaty) 

concluded in 1992 suggested a stronger role for the EU in international security matters and 

paved the way for defence integration as a part of the mainstream integration process.24 Thus, 

the Maastricht Treaty was the first Treaty to explicitly create a common European foreign and 

defence policy, expressly mentioning the WEU and designing it as “an integral part of the 

development of the Union” and enhancing its military role. Henceforth, the Petersberg 

Declaration was the WEU’s answer to the establishment of the EU. In this declaration the WEU 

was given new tasks and conditions under which military units should be deployed were agreed 

on. This policy was executed in the 1990s in several operations which were not entirely 

military, but rather a political aspect of Europe’s foreign policy. This framework was finally 

integrated in the Treaty of Amsterdam as part of Europe’s legal framework in 1999.25 

Furthermore, as a result of the meetings in Helsinki in 1999, the European Council decided to 

establish military and non-military crisis management capabilities to reinforce the CFSP.26 

Developments since the early 2000s  

                                                      
23 Starr, Donna G.(1992). An Analysis of European Political Cooperation During the Persian Gulf Crisis. Penn State 

International Law Review: Vol. 10: No. 3, Article 4. 1992.  
24 Madej, M. (2014). The course and meaning of the Petersberg operations by the Western European Union. Historia i 

Politkya, p.59. 
25 Pagani, Fabrizio. (1998). A New Gear in the CFSP Machinery: Integration of the Petersberg Tasks in the Treaty on 

European Union. European Journal of International Law, 9, pp. 737-749. 
26Europarl.europa.eu. (2018). The European Council-Eu fact sheets-European Parliament. Available at: 

http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_1.3.6.html [Accessed 5 Jun. 2018]. 

http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_1.3.6.html
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In December 2003 the EU released a paper outlining a security strategy titled “A Secure Europe 

in a Better World” in which it articulated a number of areas in which it aims to act as a unified 

actor. Even Britain, after long opposition regarding the creation of a European security and 

defence posture reversed course in December 1998. Only five years later, more precisely in 

March 2003, EU troops took over the mission that had previously been handled by NATO in 

Bosnia and Macedonia. 

As the EU’s first military mission, this marks a milestone in the creation of the common 

security and defence policy.27 

In 2009 the EU made further steps in the development of a joint Security and Defence Policy 

(CSDP) as the Lisbon Treaty included a mutual assistance and solidarity clause and created 

both the post of a EU High Representative for Foreign Affairs & Security Policy (Currently 

led by Federica Mogherini) and the European External Action Service (EEAS) as the EU’s 

diplomatic corps. As such it has permitted the creation of a more comprehensive approach to 

EU crisis management. 

Furthermore, under article 42.6 and Protocol 10 the treaty has allowed the possibility for 

Permanent Structured Cooperation for those members who would like to strengthen 

collaboration within the EU framework. Through this tool all member states “whose military 

capabilities fulfil higher criteria” wishing to make more binding commitments in the defence 

area are allowed to establish permanent structured cooperation within the EU framework.28 

Current Situation and Legal Framework 

                                                      
27 Krotz, U. and Mahrer, R. (2011). International Relations Theory and the Rise of European Foreign and Security Policy. 

World Politics, 63(03), pp. 548-579.  
28 EEAS-European External Action Service-European Commission. Permanent Structured Cooperation (PESCO) - 

Factsheet. (2018, September 06). Available at: https://eeas.europa.eu/headquarters/headquarters-

Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en [Accessed 5 Jun. 2018]. 

https://eeas.europa.eu/headquarters/headquarters-Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en
https://eeas.europa.eu/headquarters/headquarters-Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en
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The EU as a security provider 

Under the framework of a 

Common Security and 

Defence Policy (CSDP) the 

EU has launched 34 missions 

on three continents. Currently 

the EU is implicated in six 

military operations and ten 

civilian missions, with about 

7000 personnel servicing in 

the ongoing operations.29 

Most EU operations focus on 

the African continent where since its first operation in the Democratic Republic of Congo in 

2003 the EU has deployed missions in almost a dozen African countries.30 

Through its missions the EU acts as a security provider in a broad sense. For instance, through 

its civilian missions the personnel aim to help host countries by monitoring the performance of 

relevant host country institutions and personnel or strengthen institutions so that they can 

contribute positively to the rule of law.31 Until now member states have been reluctant to 

contribute troops to operations. Accordingly, military operations currently represent only a 

minority of the ongoing missions.  

The implementation of the Permanent Structured Cooperation  

                                                      
29 Creata, Annalisa, di Martino, Alberto, Nemedi, Mark and Taitto, Petteri. Civilian and military personnel in CSDP 

missions and operations. (2017). Directorate-General for External Policies-European Parliament.  
30 Tor, Aleksandra. Peacekeeping in Africa: The EU at Crossroads. (2017). College of Europe Policy Brief (CEPOB).  
31 EEAS- European External Action Service-European Commission. The EU strengthens cooperation on security and 

defence. (2018, September 06). Available at: https://eeas.europa.eu/headquarters/headquarters-homepage/35285/eu-

strengthens-cooperation-security-and-defence_en [Accessed 5 Jun. 2018]. 

https://eeas.europa.eu/headquarters/headquarters-homepage/35285/eu-strengthens-cooperation-security-and-defence_en
https://eeas.europa.eu/headquarters/headquarters-homepage/35285/eu-strengthens-cooperation-security-and-defence_en
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2017 can be seen as a turning point in the 

discussion aimed at strengthening the EU’s 

security and defence policy as in December the 

Permanent Structured Cooperation on security 

and defence (PESCO) was born, establishing the 

initial list of 17 projects covering areas such as 

training, capability development and 

operational readiness in the field of defence.32  

PESCO had been envisaged as part of the Lisbon Treaty but had not been activated up until 

now. It had therefore been called the “Sleeping Beauty of the Lisbon Treaty” by the President 

of the Commission Jean-Claude Juncker.33 

Through PESCO EU Member States implement what they have been discussing for a long 

time: pooling their defence efforts. Precisely speaking, this could result in European Member 

states producing one single fighter aircraft model instead of creating unnecessary competition 

in a military industry proposing twenty different models.34 

With exception of the UK, Denmark and Malta, all EU member states have agreed to take part 

in this initiative.35 The States participating in the PESCO are left to decide which cooperation 

within the PESCO they want to take part in. This results in southern Member States Italy, 

Spain, Portugal and Greece being involved in the largest number of projects (9-16), whereas 

Central European member states are involved in an average of 1 to 4 projects, similarly to the 

Nordic States with Sweden and Finland participating in three projects each. It is yet to be seen 

if PESCO will provide added value to security and defence policy and will provide incentives 

to increase military capabilities within the legal framework of the EU and whether it shall drive 

further integration in the field of defence and whether is shall lay the foundation for a 

“European Defence Union”. 

                                                      
32 Battu, V. (2018). Defence cooperation: Council adopts an implementation roadmap for the Permanent Structured 

Cooperation (PESCO)-Consilium. Consilium.europa.eu. Available at: http://www.consilium.europa.eu/en/press/press-

releases/2018/03/06/defence-cooperation-council-adopts-an-implementation-roadmap-for-the-permanent-structured-

cooperation-pesco/ [Accessed 5 Jun. 2018]. 
33 Bielenberg, K. (2017, December 17). Explainer: Ireland joins PESCO... is it the start of an EU army? Available at: 

https://www.independent.ie/irish-news/explainer-ireland-joins-pesco-is-it-the-start-of-an-eu-army-36409443.html 
34 Egmontinstitute.be. (2018). PESCO: Good News for NATO from the EU. (2018, February 14). Available at: 

http://www.egmontinstitute.be/pesco-good-news-nato-eu/ [Accessed 5 Jun. 2018]. 
35 Gotkowska, Justyna. (2018). The Trouble with PESCO-Mirages of European Defence. Point of View Number 69. Centre 

for Eastern Studies Warsaw.  [Accessed 5 Jun. 2018]. 

Image 3 The High Representative of the EU for Foreign Affairs and 
Security Policy with the European Ministers of Defence signing the 
PESCO agreement 

http://www.consilium.europa.eu/en/press/press-releases/2018/03/06/defence-cooperation-council-adopts-an-implementation-roadmap-for-the-permanent-structured-cooperation-pesco/
http://www.consilium.europa.eu/en/press/press-releases/2018/03/06/defence-cooperation-council-adopts-an-implementation-roadmap-for-the-permanent-structured-cooperation-pesco/
http://www.consilium.europa.eu/en/press/press-releases/2018/03/06/defence-cooperation-council-adopts-an-implementation-roadmap-for-the-permanent-structured-cooperation-pesco/
http://www.egmontinstitute.be/pesco-good-news-nato-eu/
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Critics of this new tool promoting closer cooperation in the defence sector have expressed 

concerns that is might duplicate or replace already existing framework such as NATO. 

Integrated army forces  

Within the European Union different states also dispose of multinational formations based on 

bi- and multi-lateral treaties. Notably, France, the Netherlands and Germany are the leading 

European Defence Pioneers in this domain having already set up integrated army forces.  

For instance, the Franco-German Brigade which was set up as a symbol of reconciliation in 

1987 is nowadays approximately 6000 soldiers strong. Whereas soldiers of France and 

Germany serve together in supply and support companies and on command levels, all other 

units are divided by nations, which means that within the divisions French and German soldiers 

would not stand side by side.36 Created in 1989, the force was first partially deployed as part 

of a training mission in Mali in 2015. In Afghanistan France and Germany were not able to 

agree on an acceptable level of risk for troops involved and thus deployment was blocked.37 

This also illustrates one of the difficulties which would emerge with the creation of the 

European Army. 

Another co-operation in this field is the German-Dutch Corps consisting of units from the 

German and the Royal Netherlands Army. This binational Corps inaugurated in 1995 has been 

acting as a High Readiness Force Headquarters capable of rapid deployment as part of a NATO 

Combined Joint Task Force (CJTF). The level of integration in this corps is without 

precedence. For instance all senior command and staff posts are occupied by both Dutch and 

German officers on equal footing and on a rotational basis.38 The two countries share soldiers, 

tanks and other capabilities, forming a particularly close co-operation which could be a model 

for a European Army.  

Finally, there is also the Eurocorps, a multinational force linked to the European Union and 

NATO, available to both of these institutions after unanimous decision of the Framework 

Nations taken by the Common Committee.39 The initiative to create this multinational force 

was expressed by the French President and the German chancellor during the 59th Franco 

                                                      
36 DW.COM. Changing Europe revives interest in an EU military. 15. 02. 2018. http://www.dw.com/en/changing-europe-

revives-interest-in-an-eu-military/a-42555374 [Accessed 5 Jun. 2018]. 
37 Centre for European Reform. (2018). An EU army? Four reasons it will not happen. [online] Available at: 

https://www.cer.eu/insights/eu-army-four-reasons-it-will-not-happen [Accessed 9 Jun. 2018]. 
38 Howorth, Jolyon and Menon, Arnand. The European Union and National Defence Policy. (2005). Routledge.  
39 A force for the EU & NATO. (n.d.). Retrieved from https://www.eurocorps.org/a-force-for-the-eu-nato/ 

http://www.dw.com/en/changing-europe-revives-interest-in-an-eu-military/a-42555374
http://www.dw.com/en/changing-europe-revives-interest-in-an-eu-military/a-42555374
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German summit and formalised in the ‘La Rochelle Report’.40 Nowadays 14 states are 

represented in this unit created in 1992 which can only be deployed for peacekeeping missions, 

defence purposes or humanitarian operations.41 In times of peace the national contributions 

remain under national command. It is only when a Transfer of Authority has been allowed by 

member states that they become fully subordinated to multinational command and thus evolve 

to be a fully European army. 

Overlapping agreements forming the “European defence identity” 

The member States of 

the European Union are 

part of various 

agreements which have 

been made 

independently from the 

European Unions’ legal 

framework. Seen from a 

broader perspective, 

European security 

arrangements nowadays 

include the UN Charter, NATO Treaty, as well as the Vienna Agreement on Confidence and 

Security-Building Measures (CSBM), the Charter of Paris for a New European and the Treaty 

on Conventional Armed Forces in Europe (CF). This complex web of legal obligations between 

different parties composes a veritable “European defence identity”, which have to be 

considered in the course of the debate.  

 

 

 

 

 

                                                      
40 The Eurocorps - Historical events in the European integration process (1945–2014) - CVCE Website. (n.d.). Retrieved 

from https://www.cvce.eu/en/recherche/unit-content/-/unit/02bb76df-d066-4c08-a58a-d4686a3e68ff/1399861c-7b2e-4cff-

b508-9a59aae89ba9 
41 Eurokorps. (n.d.). Retrieved from http://de.strasbourg-europe.eu/eurokorps,41456,de.html 
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Questions a resolution should answer 

 To whom would this entity be accountable?  

 As follow-up to previous: ‘What can its leader do or not do?’ Would the leader of the 

army be able to declare war? Would he be able to freely move troops within European 

borders? Up to which point would the leader be constrained by parliamentary 

approval?  

 What would be the link between the European Army and NATO? 

Of course this list of issues is non exhaustive. The delegates are encouraged to address other 

problems linked to operational control, funding and security and diverging defence priorities 

which shall emerge when conceiving such an ambitious project. We are looking forward to 

passionate, contentious, yet diplomatic debates on behalf of this enthralling subject which will 

certainly be on the top of the European policy agenda for the next couple of years. 

 

Recommended reading:  

 Gotowska Justyna demonstrates the different and sometimes colliding views the 

European member states have regarding a common defence strategy: The Trouble 

with PESCO-Mirages of European Defence. Point of View Number 69. Centre for 

Eastern Studies Warsaw. Download under the following link: 

http://www.academia.edu/36098369/Justyna_Gotkowska_The_trouble_with_PESCO.

_The_mirages_of_European_defence._OSW_Point_of_View_No._69_February_201

8 

 This page gives a good overview of PESCO. Its history, structure and implementation 

are thoroughly explained and enhanced by graphics: EEAS-European External Action 

Service-European Commission. Permanent Structured Cooperation (PESCO) - 

Factsheet. (2018, September 06). https://eeas.europa.eu/headquarters/headquarters-

Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en  

 The interesting briefing paper European defence: Where is it heading? gives further 

information on the history of the topic while explaining possible effects Brexit could 

have on the project: Claire Mills. European Defence: Where is it heading? (2018, 

May 01). House of Commons Library. Download the full report under the following 

link: https://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-

8216#fullreport 

 

http://www.academia.edu/36098369/Justyna_Gotkowska_The_trouble_with_PESCO._The_mirages_of_European_defence._OSW_Point_of_View_No._69_February_2018
http://www.academia.edu/36098369/Justyna_Gotkowska_The_trouble_with_PESCO._The_mirages_of_European_defence._OSW_Point_of_View_No._69_February_2018
http://www.academia.edu/36098369/Justyna_Gotkowska_The_trouble_with_PESCO._The_mirages_of_European_defence._OSW_Point_of_View_No._69_February_2018
https://eeas.europa.eu/headquarters/headquarters-Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en
https://eeas.europa.eu/headquarters/headquarters-Homepage/34226/permanent-structured-cooperation-pesco-factsheet_en
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8216#fullreport
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8216#fullreport
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TOPIC B: European Economic Framework  

 
Introduction 

Regarding the multiple challenges that the European community currently faces, some 

contributions within the debate remind us that the idea of the European Union goes beyond a 

purely economic partnership between nations and that its aim is to become a community of 

common values.42 Consequently, when commenting on the significance of European values in 

the Guardian more than ten years ago, Charles Grant had used the term of “the ‘glue’ that holds 

the union together.” One narrative, which he mentioned, was “that enlargement is already 

turning the EU into little more than an ‘Anglo-Saxon’ free trade area, with weak political 

institutions.”43 Thus, the necessity to think beyond merely economic terms appears to be an 

essential point within the debate on the future development of Europe, if the continent is to 

overcome the current difficulties which is putting a test to political unity. 

As a matter of fact, the European Union started as an economic alliance which then created the 

foundation on which further integration in various fields was able to take place. This approach 

named ‘Neo-functional integration’ was coined by one of Europe’s founding fathers Jean 

Monnet. More precisely, neo-functional integration intents to create integration in some sectors 

which is supposed to create a dynamic of further European integration by the means of spillover 

effects on other sectors. Thus, it is no coincidence that the first effort for deeper cooperation 

between European countries after World War II took place in the field of heavy industry, which 

meant that the former enemies would able to mutually monitor any possible attempts to rearm. 

This initiative having been successful, there was enough trust to envision more economic (and 

later also non-economic) projects to collaborate on. Successful (economic) integration made 

political integration inevitable, which is why we can talk of ‘spillover-effects’ as a product of 

this process44.  

Still, the economic fundamentals remain the origin and the basis on which this community once 

was built upon. Therefore, economic advantages have been the strongest incentive for countries 

to join (or leave) the union until the present and consequently it is of highest importance to 

                                                      
42 For instance, see: Sergio Fabbrini, Which European Union? Europe after the Euro Crisis, 2015. 
43 Charles Grant, What are European Values? 2007. Available at: 

https://www.theguardian.com/commentisfree/2007/mar/25/whyvaluesmatterinawidere [accessed 15 June 2018] 
44 See: Ben Rosamond, Theories of European Integration, 2000, p. 51-52 
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treat economic issues with care and emphasis. With this in mind we can say that if the 

foundation of the European house crumbles, the stability of the whole building is in danger.  

After years of further integrative measures, the journey towards a unified European economy 

came to a halt from 2010 on, when the sovereign debt crisis hit the European continent and 

unsettled the whole community. There have been more reasons identified that contributed to 

this crisis than effective solutions proposed to solve this issue and prevent future events of this 

type and scale. However, there is a broad consensus that a main aspect for the development of 

the crisis was the design of the Euro currency. Henceforth, there have been many suggestions 

for possible consequences after the European debt crisis but no significant changes have been 

implemented so far and thus, the economic situation of many European countries is still fragile 

and vulnerable. 

Bearing this in mind, it will be the task of this Council to identify such weak spots in the idea, 

design and working methods of the European economic actors and institutions, such as the 

Economic and Monetary Union (EMU), the European Central Bank (ECB) or the European 

Stability Mechanism (ESM). Another central yet challenging issue which can be tackled by the 

respective heads of state or government is the absence of a fiscal union within the EU and the 

possible necessity for a mechanism balancing the significant inequalities between European 

economies. At the end of the session the Council shall have developed a vision for a modern 

European economic framework as well as a roadmap containing the main steps towards its 

cornerstones. It is of highest importance to improve the economic foundation of the European 

Union, which enables the European community to survive an imaginable but undesired future 

crisis to improve the lives and the welfare of all European citizens. 
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Historical Background 

Economic roots of the European Union 

The origins of the European Union lie in the signing of the Treaty of Rome in 1957, which 

created a customs union (the European Economic Community, EEC)45 along with the creation 

of the European Atomic Energy Community (Euratom)46. This illustrates two things: Firstly, 

already at the early beginnings of the European integration process, two preeminent dimensions 

were addressed – security and economy.47 Secondly, in the aftermath of the Second World 

War, the European integration process followed a different path compared to global 

development. Whereas the founding of the United Nations was characterized by the aims of 

securing international peace and security (between nations) on the one hand and the 

commitment to the declaration and protection of human rights (of individuals) on the other 

hand48, and therefore may be called value-driven, the first steps to a European rapprochement 

were taken with mainly economic objectives in mind. A debate on “European Values” 49 could 

emerge only after a certain level of political and economic stability within the community had 

been developed.50  

Throughout the entire European integration process economic aspects have not only been a 

major part of the discussion, but also a major field in which achievements have been reached 

and referred to as successes: a single market with common standards, a common labor market, 

a common currency and stable economic growth have been realized through the above-named 

development. These achievements are also commonly referred to as fundamental 

characteristics of the union. However, one should not ignore that it has been a rocky road until 

the status quo was reached and that major parts of the political quarrels have erupted on 

economic issues in the decades since the signing of the Rome Treaties.  

                                                      
45 European Union, The history of the European Union, 2018. Available at: https://europa.eu/european-

union/about-eu/history_en [accessed 15 June 2018] 
46 European Union, Treaty establishing the European Atomic Energy Community (Euratom), 2007. Available at: 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=LEGISSUM:xy0024 [accessed June 15, 2018] 
47 These two dimensions are also covered by this year’s BerlInMUN EC session. 
48 United Nations, Charter of the United Nations, 1945. Available at: 

https://treaties.un.org/doc/publication/ctc/uncharter.pdf [accessed June 15, 2018] 
49 A statement on European values can be found on the page of the European Parliament Information Office 

Finland. Available at: http://europarlamentti.info/en/values-and-objectives/values [accessed June 15, 2018] 
50 This debate has intensified, especially as the European Neighborhood Policy (ENP) addresses also countries 

that are not located on the European continent, but identify with those values. See for instance: Sara Poli, The 

European Neighbourhood Policy – Values and Principles, 2016. 
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In the early years of the EEC, the institution 

existed in parallel to the European Free Trade 

Agreement (EFTA). Henceforth, as the 

economies of the EEC members performed 

better over the years, the incentive for EFTA 

members to also join the EEC increased. 

Thus, over the following decades, the EEC 

attracted several countries to enter the 

community (and, in some cases, leave EFTA). 

After the end of the Cold War, the European 

Community turned out to be the more popular 

alliance, which exceeded a mere economic 

partnership and experienced more 

enlargements until reaching the staggering 

number of 28 member States.51  

 

Economic dimension of the Maastricht treaty 

The Treaty on European Union (TEU), signed on February 7th 1992 in Maastricht (therefore 

referred to as the “Maastricht Treaty”)52, amended in Amsterdam (1997), Nice (2001) and 

Lisbon (2007), together with the Treaty on the Functioning of the European Union (TFEU)53 

constitute the main legal framework of the European Union. Technically speaking, the 

Maastricht Treaty created and defined new terms, institutions and procedures for the EU, but 

also reshaped, merged, restructured and renamed already existing institutions and principles. 

For instance, the treaty establishing the European Economic Community (TEEC, i.e. the Treaty 

of Rome) was amended and renamed to “Treaty establishing the European Community” 

                                                      
51 For more details on this process, see: Richard Baldwin and Charles Wyplosz, The Economics of European 

Integration, Fifth Edition, 2015 
52 European Union, Treaty on European Union, 1992. Available at: https://europa.eu/european-

union/sites/europaeu/files/docs/body/treaty_on_european_union_en.pdf [accessed Juni 15, 2018] 
53 European Union, The Treaty on the Functioning of the European Union, 2007. Available at: https://eur-

lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT [accessed June 15, 2018] 

Figure 2 Europes Trade Arrangements in the 1960s (Source: 
http://willmann.com/~gerald/euroecon-08/lec1-slides.pdf) 

Figure 1 Europes Trade Arrangements in the 1970s (Source: 
http://willmann.com/~gerald/euroecon-08/lec1-slides.pdf) 
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(TEC)54. Thereby, the Union as we know it today is based on a new and an amended old treaty, 

upholding the decades-lasting European integration process. 

The Maastricht Treaty was a remarkable step towards an economically integrated Europe, 

aiming at creating a strong European economy with a single market and a stable common 

currency.55  

In order to ensure economic stability, the article 140 of the TFEU enumerates criteria for 

countries to enter the third stage of the EMU, which is the precondition for a membership in 

the EURO area. These criteria, also known as Euro convergence criteria, or Maastricht criteria, 

request key indicators of European economies to reach or not exceed certain values to ensure 

that the country is stable enough to join the EURO zone. The success of this concept, 

particularly its implementation has been questioned and discussed ever since and with the 

EURO crisis this debate remerged with intensity.  

European debt crisis  

When the subprime crisis in the United 

States of America spilt over to Europe and 

turned into a severe debt crisis, this led to a 

bailout of Greece, Portugal and Ireland; with 

other states such as Hungary progressively 

sliding into times of economic hardship.56 In 

fact, all EURO area countries were affected, 

as the crisis concerned the financial sector, 

which was active all across the continent, 

lending money to governments and businesses likewise. 

Broadly speaking, as a consequence of the subprime mortgage crisis in the US, banks lost trust 

in the promises of investments and stopped lending and investing money among each other. 

                                                      
54 The Treaty of Lisbon renamed the TEC again into the term “Treaty on the Functioning of the European 

Union” (TFEU) as it stands until present. The fact that the Maastricht Treaty removed the word “economic” 

from the original title of the treaty of Rome might be seen as a little irony (as it defines various new economic 

criteria for the union) or interpreted as an indication for the union exceeding a community of solely economic 

character. 
55 European Central Bank, Five things you need to know about the Maastricht Treaty, 2017. Available at: 

https://www.ecb.europa.eu/explainers/tell-me-more/html/25_years_maastricht.en.html [accessed June 16, 2018] 
56 For a detailed timeline, see Sheyna Steiner, Timeline of European debt crisis, 2012. Available at: 

https://www.bankrate.com/banking/timeline-of-european-debt-crisis [accessed June 16, 2018] 

Figure 3: debt crisis hits Europe (Source: 
https://media.brstatic.com/2017/03/20162409/economics_euro-crisis-
timeline-2008.jpg) 
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This turned out to be fatal to their business, as many of their highly risky investments failed 

and caused huge debts. As banks recognized that these risks were to threaten their whole 

businesses, panic emerged among them.57 Furthermore, as activities of banks in Europe and 

America were closely connected, the financial streams Europe began to run dry as well. This 

caused a situation in which banks, but also countries, who were indebted, would not receive 

new credits to pay off their old loans, thus causing a systemic failure.  

In 2010, the European Financial Stability Facility (EFSF) was implemented by the Council of 

the European Union (CEU), followed by the European Stability Mechanism (ESM), in 2012, 

supporting those countries that were severely troubled by the crisis. These emergency programs 

were able to help Greece, Portugal, Cyprus and Ireland. In return for financial aid, austerity 

measures had to be implemented; but they were highly debated among economists, as these 

measures had disabled governments to undertake necessary investments for the recovery of the 

respective economies.  

Current Situation 

Europe seems to have overcome the worst part of the economic crisis, as for instance Greece, 

Portugal and Ireland are recovering. Thus, the respective countries have been getting new, 

better long-term loans to pay off their debts and are experiencing non-negative GDP growth 

rates for the first time since the outbreak of the crisis.58 

Still, the economic mistrust has left marks on the political union and the community of 

countries and people. Euroscepticism gathered steam and has turned into a severe threat not 

only to a further integration process, but even to the stability and the mere existence of the 

European project. Ever since, the direction of the European journey has been questioned even 

more vehemently, but currently it seems like this journey has not only lost its direction but all 

of its velocity. At this crucial point, the passengers of the European journey have to question 

the direction and goal of their common journey. As a result, further integration as the only 

known agenda has not been left unquestioned.59 In any event, fixing the economic foundation 

of the European vehicle is crucial as this represents the ultimate precondition for all possible 

                                                      
57 Jonathan Jarvis, The crisis of Credit Visualized, 2012. Available at: http://crisisofcredit.com [accessed June 

26, 2018] 
58 In 2017, Greece faced a positive GDP growth rate for the first time in ten years. Source: 

https://countryeconomy.com/gdp/greece [Accessed June 27, 2018] 
59 Economist Intelligence Unit, Who needs more integration anyway?, 2017. Available at: 

http://pages.eiu.com/rs/753-RIQ-438/images/Euro_zone_whitepaper.pdf [Accessed June 27, 2018] 
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claims to be credible and to convince the European community to put this history-making 

process in motion again. 

Aspects of the crisis 

The convergence criteria 

The five convergence criteria were designed in order to ensure that the economic union, which 

was willing to share a common currency, was a coherent, stable economic area. They read as 

follows: 

What is 

measured: 

Price stability Sound public 

finances 

Sustainable 

public finances 

Durability of 

convergence 

Exchange rate 

stability 

How it is 

measured: 

Consumer price 

inflation rate 

Government 

deficit as % of 

GDP 

Government 

debt as % of 

GDP 

Long-term 

interest rate 

Deviation from 

a central rate 

Convergence 

criteria: 

Not more than 

1.5 percentage 

points above 

the rate of the 

three best 

performing 

Member States 

Reference 

value: not more 

than 3% 

Reference 

value: not more 

than 60% 

Not more than 2 

percentage 

points above the 

rate of the three 

best performing 

Member States 

in terms of price 

stability 

Participation in 

ERM II for at 

least 2 years 

without severe 

tensions 

Table 1 Convergence Criteria according to the Maastricht Treaty (Source: https://ec.europa.eu/info/business-economy-
euro/euro-area/enlargement-euro-area/convergence-criteria-joining_en) 

The intention of these criteria were noble, but the implementation lacked a truly effective 

instrument which would have ensured the adherence to these principles. Supposedly, the only 

penalty for a violation were fines, which could be criticized as being a counterproductive 

measure for a country, causing further harm to the affected economy. The first breach of one 

of these criteria was committed by France and Germany who soon exceeded government 

deficits to more than 3% of their GDP60. 

                                                      
60 Allan Little, Did Germany sow the seeds of the eurozone debt crisis?, 2012. Available at: 

https://www.bbc.com/news/world-europe-16761087 [Accessed June 28, 2018] 
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Another noncompliance was linked to the government debt, which rose to more than 100% of 

the GDP with a number of 

countries. Greece for example 

accumulated a soaring debt 

making up 180% of its GDP. 

Consequently, the Greek 

economy had almost twice as 

much debts as the whole country 

was able to produce in goods and 

services in one year.  

Whereas these figures reached high levels in Italy, Cyprus, Ireland, Spain and Portugal during 

the crisis, public debt had practically always exceeded the amount set as a criteria in Greece, 

which raises the question why the country had been admitted as a member of the monetary 

union in the first place.61 In the end, it were precisely these high debts of Greece and other 

countries in the euro zone which turned out to be the predominant problem of the so-called 

sovereign debt crisis. 

The core of the problem: debts 

As the crisis was called a ‘debt crisis’ it is essential to understand how the system of public 

debts works and why it can prove to be vulnerable. It is necessary to bear a few crucial points 

in mind: 

Á Debts are made to be paid back. The whole system relies on this fundamental truth. 

Á Debts are not an evil thing. Debts and Assets are two sides of the same medal. 

Á Interest is the price for borrowing money (or the income for lending money). 

Á Interest reflect a certain level of risk. The higher the interest, the higher is the risk to fail, 

and vice versa. 

Á It is not a problem to accumulate debts – until the lender wants their money back. 

                                                      
61 A detailed analysis can be found here: Tomáš Paleta, Maastricht Criteria of...Divergence?, 2012. Available 

at: https://is.muni.cz/do/econ/soubory/aktivity/obzor/6182612/34592936/2012_2_2_Paleta.pdf [Accessed June 

27, 2018] 

Figure 4 Greece Government Debts to GDP in Percent (Source: 
https://tradingeconomics.com/greece/government-debt-to-gdp) 
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When governments plan their budgets, they usually do not pay all expenses with the income 

they receive in taxes by companies and private citizens, but take out loans from banks and issue 

bonds. This is not unusual as banks need to invest their money, and public institutions usually 

represent reliable and safe trade partners which banks appreciate as they can pool their riskier 

deals (which promise a higher return on investment) with those safer deals. Loans are based on 

fixed-term contracts, but banks often want to continue those contracts. In this case governments 

commute their loans and have to renegotiate the conditions. The interest rates of public loans 

and bonds are usually very low, which reflects a low risk of failure, i. e. losing the money 

invested. Prime rates are being determined by the central bank, which means that they set the 

‘price’ at which other banks can borrow money, which is an important tool for governments to 

influence the economy. 

Applying this to the crisis one could note that during the subprime mortgage crisis, American 

banks and insurances had a problem with debts. As some defaulted on their credits, other banks, 

who had invested in financial products from those given banks, would not receive their money 

back either, causing a domino-effect which finally also reached Europe. Banks stopped lending 

money to each other and became more careful when evaluating the risk of a deal. As the credit 

market froze the whole financial system came to a shutdown. This was an essential problem, 

especially for Greece, Ireland, Spain, Italy and Portugal, as they had particularly high debts to 

repay, but due to their low credibility scores they were not able get any new money to commute 

their current loans. 

As they were about to default on their deals, their bonds were not rated AAA (“Triple A”, i. e. 

the label for safest investments) anymore and therefore increased in interest. This meant that 

these countries all of a sudden had 

to pay much more in interest to 

borrow fresh money from banks or 

other institutions, further 

deteriorating their economic 

situation – a vicious circle 

(example of Greece shown in graph 

above). Figure 5 Prices (i. e. interest) for Greek Government Bonds (Duration 10 Years) in 
Percent 
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Hence, the euro zone faced a severe problem: If one of its members failed, this would have 

impacted everyone, as the currency as a whole would be devaluated, leaving the EU 

economically severely troubled, but also politically shattered. To respond to the issue, the 

Eurozone countries established the European Financial Stability Facility which was later 

transformed and renamed into the European Stability Mechanism in 2012 (EFSF/ESM). The 

main agreement was that economically stronger countries of the euro zone would lend the 

weaker ones fresh money at reasonable conditions62 so that those would not have to pay 

incredibly high interest rates and could pay back their old loans.63 For the lending countries, 

this meant taking a high risk and receiving less in interest, compared to the regular market. 

However, the stability of the euro zone had become the EU’s highest priority.  

Now, as the receiving countries of these measures are recovering, the lending countries are 

enjoying a quite remarkable surplus in their budgets also due to the earnings caused by the 

respective ESFS/ESM deals. This was possible because these deals were high in interest, 

whereas the corresponding risk was covered by the stronger European economies. For instance, 

Germany alone made a profit of nearly three billion Euros in total in interest received from the 

Greek state since 2010.64 

Highly disputed: Austerity measures 

The conditions a state should meet to receive support through the EFSF and ESM were 

negotiated by the so-called “Troika” consisting of the European Commission (EC), the 

European Central Bank (ECB) and the International Monetary Fund (IMF). One of the 

measures they demanded from the receivers of rescue loans was to cut public spending 

dramatically. At that point this seemed necessary in order to reduce public debts, still, the costs 

of the state are income for citizens of the very same state. As it was the aim to stabilize the 

economies and reestablish growth in order to start receiving normal conditions at the financial 

market again, these austerity measures were criticized as counterproductive.  

                                                      
62 The “financial aid” was not a gift, it rather meant that affected countries could meet their responsibilities from 

former loans, but they still had to pay a price for it to the countries who helped them out. 
63 European Stability Mechanism, Lending Toolkit, 2018. Available at: 

https://www.esm.europa.eu/assistance/lending-toolkit#lending_toolkit [accessed June 27, 2018] 
64 Sabine Devins, Germany Profits From Greek Debt Crisis, 2018. Available at: 

https://global.handelsblatt.com/finance/germany-profits-from-greek-debt-crisis-796637 [accessed June 21, 

2018] See also: http://www.keeptalkinggreece.com/2018/06/21/germany-profit-greece-crisis [accessed June 26, 

2018] 
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Furthermore, the legitimacy of the Troika was repeatedly questioned. It was criticized for being 

composed of members that were not democratically elected or no actors of the European 

sphere.65 

Today it seems as if Greece has finally recovered. This can be illustrated by the following 

anecdote: As a new deal on loans was settled recently, Prime Minister Alexis Tsipras (from a 

left wing party) wore a tie, which he had promised to do ‘when Greece’s debt problem was 

settled’.66 

On the other hand, Portugal developed extremely well after rejecting the last tranche of their 

credit, which meant they were not bound to austerity measures anymore. The (left-wing) 

government spent money on investments which led to a growth in many key figures.67 

Apart from the debate on its effects, the mere demand for austerity measures in return for 

affordable money was an expression for the urge to have an influence on the fiscal measures 

within countries that share the same currency and the monetary policy of the common central 

bank. As of now there is no “European Government” which could make binding decisions on 

these issues, as fiscal policy is still a matter handled by the states themselves as sovereign 

actors. 

Problems in the Southern European States 

Referring to the scale of problems that the crisis had caused in the different countries of Europe, 

it becomes clear that the Southern nations suffered more severely from the effects of the debt 

crisis, such as Spain, Italy, Portugal and Greece; also Ireland and Hungary were affected. Due 

to several reasons, these countries were more likely to get under pressure than others. 

First of all, their governments spent significantly more than they received in tax, interest and 

other sources of income. Government deficit in the southern countries was mostly far higher 

                                                      
65 European Parliament, The role of the European Central Bank in the design and implementation of financial 

measures in crisis-hit countries, 2015. Available at: 

http://www.europarl.europa.eu/RegData/etudes/ATAG/2016/570000/IPOL_ATA(2016)570000_EN.pdf 

[Accessed July 14, 2018] 
66 Michele Kambas and Angeliki Koutantou, It's a tie! Greek PM marks debt deal with sartorial twist, 2018. 

Available at: https://www.reuters.com/article/us-eurozone-greece-tsipras/its-a-tie-greek-pm-marks-debt-deal-

with-sartorial-twist-idUSKBN1JI1DM [Accessed June 27, 2018] 
67 Facts and figures on the development of Portugal: Matthew C Klein, What’s up with Portugal?, 2018. 

Available at: https://ftalphaville.ft.com/2018/04/04/2199417/whats-up-with-portugal [Accessed June 27, 2018]; 

Discussion on the interpretation of Austerity Measures in Portugal: Silvia Amaro, How Portugal came back 

from the brink — and why austerity could have played a key role, 2017. Available at: 

https://www.cnbc.com/2017/08/02/how-portugal-came-back-from-the-brink.html [Accessed June 27, 2018] 
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than in the Euro area average. For instance, wages in the public sector in Greece rose 50% 

between 1999 and 2007, which exceeded most European countries, but in a rather small 

economy.68 Additionally, Greece was being neglectful regarding the income side of its budget. 

A missing land registry meant a lack of income in land tax and corruption is adding to the 

problem – in Greece as well as in the other southern states. 

The second relevant issue is property. Southern European countries are attractive destinations 

and therefore popular locations for real estates. However, if building houses and hotels turns 

into a boom, there’s a danger for market prices to exceed the real value by far, which is called 

a ‘housing bubble’ When the income streams from rents of these objects are not able to meet 

the expectations of the investors who had paid overpriced sums, these lose major amounts of 

their invested money – the bubble bursts. There are further effects of housing bubbles: the 

missing payments from tenants or businesses mean also less taxes for municipalities and states 

as well as limited flexibility for investors in the market. Furthermore, empty buildings also lead 

to a depreciation of whole areas, which leads to shrinking values of surrounding objects. In 

fact, housing bubbles have been major reasons for severe economic crises over the last decades. 

In Spain, house prices rose 44% between 2004 and 2008 and shrank by a third until 2012 since 

the burst of the bubble.69 

A third reason is lack of stability. Economic stability is at least partially also dependent on 

political stability, as businesses need stable and secure environments to make their calculations 

reasonable. Especially in Spain, Italy and Greece, where economies were already vulnerable 

due to high unemployment rates, especially among young people, populist parties have gained 

in significance over the last years. The reciprocity between economic instability led to 

reciprocity led to a downturn in both areas over the last years and even if the economic 

challenges will be solved, the political problems will still need to be tackled. 

 

The role of Germany 

                                                      
68 Eurozone Crisis explained, 2012. Available at: https://www.bbc.com/news/business-13798000 [Accessed July 

14, 2018] 
69 Eurozone Crisis explained, 2012. Available at: https://www.bbc.com/news/business-17549970 [Accessed July 

14, 2018] 
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During the crisis, narratives emerged that consisted of a bipolar situation involving Germany 

as solid, strong and stable economy on the one side and Greece as the threatened, small and 

indebted country on the other side. However, besides the cut and thrust of politics between the 

German finance minister and the Prime Minister of Greece, Germany plays another important 

role regarding the appearance of the crisis. As economic analysis shows, several factors 

regarding Germany’s economy also contributed to the state of the union which made the whole 

system so vulnerable during the crisis: 

 Germany traditionally has an export surplus, which means that it exports goods and services 

higher in value in total than it imports. 

 Real wages in Germany have been languished over years, making the unit labor costs more 

competitive and strengthening the good position of Germany’s export industry. 

 As the main trade partners of Germany are European countries, those import more than they 

export – and make debts to pay the margin. 

These aspects have contributed to a struggle in which debts and unemployment in the periphery 

have emerged well before the beginning of the financial crisis in Europe. Meeting these 

circumstances, the crisis hit the European economies even harder. 

 

Lessons learned 

In the end, the crisis revealed several weaknesses within the European currency and banking 

system, but also in the political institutions and regulations. Among many more, three aspects 

became evident during this period: 

1. Some of the countries, who were members of the EURO area, were not as economically 

strong as they had claimed to be70. Additionally, there were no effective measures or 

incentives which would have enforced compliance with the convergence criteria. 

                                                      
70 Beat Balzli, How Goldman Sachs Helped Greece to Mask its True Debt, 2010. Available at: 

http://www.spiegel.de/international/europe/greek-debt-crisis-how-goldman-sachs-helped-greece-to-mask-its-

true-debt-a-676634.html [accessed June 16, 2018] 
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2. The combination of a common currency (with a common monetary policy implemented 

by the ECB) and a lack of a fully legitimized European government which could exercise 

a binding fiscal policy in all member states, was toxic in this situation.71 

3. The economies of the European countries were still too distinct for a common currency. 

This can be explained when considering that before the Euro national governments were 

given able de- or appreciate their currencies to fight inflation or strengthen the export 

economy. Without these mechanisms they were unable to balance inequalities between the 

economic disparate regions, making disequilibrium inevitable. 

What are the consequences? First of all, it is obvious that in their euphoria for a common 

European currency, countries cheated when it came to the fulfilment of the Maastricht criteria 

in order to take part in this ambitious project, which must be precluded in the future. The given 

countries had hoped to profit from a common currency. However, they put the whole 

community into danger, by doing so.  

Secondly, it is clear that measures are needed in order to harmonize the different European 

economies to avoid further clashes.  

Thirdly, the Economic union needs to find an answer to the question on how to coordinate 

monetary and fiscal policies within the EURO member countries. Hence, the whole machinery 

must be reformed, reimagined and redressed. 

Questions a resolution should answer 

The Council shall address the following questions in its documents: 

 Do the convergence criteria need a makeover? How can they be enforced effectively? 

Which measures and sanctions could be implemented? 

 How can an institutionalized plan for crisis-solving without the Troika look like? 

 How would an effective common European fiscal policy established and how can EU 

members be convinced to give up parts of their sovereignty, if necessary? 

                                                      
71 This coherence is well depicted in Bloomberg, “The European debt crisis visualized” (although the depiction 

of different mentalities within Europe is highly questionable) Available at: 

https://www.youtube.com/watch?v=kbcvdKwmCtg [accessed June 16, 2018] 
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 How can the spread between the European economies be reduced and how can a 

situation be prevented in which one economy dominates most of the others? 

 How can be ensured that processes and measures have the support of the European 

citizens? 

These ideas are of course non exhaustive and we encourage the delegates to explore further 

scenarios and possible solutions. 

Bearing in mind the situation at which we are located right now, the Council has different 

options on how to proceed: 

1. Declare the crisis over and deny that there have been any problems 

2. Admit problems and implement adjustments to the existing framework 

3. Rethink the whole economic system of the EU from scratch and search for different 

solutions 

It is obvious that the first option is beyond dispute. The crisis has been so severe that all 

stakeholders have recognized the need for change in the economic framework of the EU. The 

second option is what happening at present at the highest levels of European politics. Acting 

based on current contributions and according to the “White paper on the future of Europe 

Reflections and scenarios for the EU27 by 2025” of the Commission,72 this would be the most 

realistic scenario for the Council. In this case, further economic and financial measures for a 

deeper integration into a full monetary union are likely to be discussed. However, some states 

might consider that the project needs a fundamental remake, which would lead to scenario 3. 

It is up to the delegates to decide which path they want to go down in order to solve the 

illustrated issues.  

However, the Council shall also remember the aspects mentioned in the introduction, i. e. that 

the European Union is more than an economic union. Measures shall have the acceptance of 

the European citizens, help the weaker regions to prosper and unite the people beyond financial 

                                                      
72 Juncker, J.-C. White paper on the future of Europe Reflections and scenarios for the EU27 by 2025, 2017. 

Available at: https://publications.europa.eu/en/publication-detail/-/publication/ba81f70e-2b10-11e7-9412-

01aa75ed71a1/language-en/format-PDF/source-search [Accessed June 27, 2018] 
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benefit. Harmonization between the Euro polities in different fields, such as tax, labor and 

social policy could lead to a significant improvement of the status quo.73  

Recommended Readings 

 Peter Hall gives a good overview over the crisis and its effects on the integration 

process: https://scholar.harvard.edu/files/hall/files/hall2016_insrchofeur.pdf 

 A collection of significant economic figures and data can be found at this Wall Street 

Journal article: https://www.wsj.com/articles/aftereffects-of-eurozone-crisis-plague-

europes-south-1527879732 

 At VOX CEPR Policy Portal, there are suggestions for reforms and their 

implementation: https://voxeu.org/article/economic-crisis-and-structural-reforms-

southern-europe 

  

                                                      
73 This suggestion has been brought up by German left-wing politician Gregor Gysi, who held a remarkable 

speech in the German parliament during the debate on the introduction of the Euro in 1998. It is worth watching 

and available at: https://www.youtube.com/watch?v=x1ef0BBtuYA (German; automatically generated English 

subtitles available) 

https://scholar.harvard.edu/files/hall/files/hall2016_insrchofeur.pdf
https://www.wsj.com/articles/aftereffects-of-eurozone-crisis-plague-europes-south-1527879732
https://www.wsj.com/articles/aftereffects-of-eurozone-crisis-plague-europes-south-1527879732
https://voxeu.org/article/economic-crisis-and-structural-reforms-southern-europe
https://voxeu.org/article/economic-crisis-and-structural-reforms-southern-europe
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