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Introduction

We live in a world that is marked by an increasing interconnectedness of states, 
industries, enterprises and individuals. Th ese processes, especially when occurring on 
the global scale, are usually referred to as globalisation. However, such a transforma-
tion of the spatial form of relations between economic actors and related phenomena 
can be concentrated on a regional level. If the focal point of these developments is 
the European Union and more generally the European continent, we may qualify 
them as Europeanisation.

Th us, this book adopts a multi-layered economic perspective on Europeanisation 
processes. It provides a detailed discussion of a balanced mix of macroeconomic 
issues, individual behaviours as well as an industry-level policy analysis. 

For political scientists and European studies scholars, who traditionally dominate 
in the Europeanisation debate, it provides a wide spectrum of economic views in 
this fi eld. For economists it off ers a methodological and hands-on introduction to 
an important phenomenon shaping macroeconomic and sectoral policies as well as 
the practical implications in the areas of doing business in Europe. 

Th e chapters present a wide range of advanced methodological approaches 
adapted to the tackled issues, including an analysis of primary and secondary 
European legislation, a Granger-causality analysis, logit regressions, as well as novel 
approaches to theorising Europeanisation. 

Th e book is divided into four parts. Th e fi rst part is a conceptual and meth-
odological introduction to Europeanisation processes and comprises two chapters. 
Chapter 1, Europeanisation: Its Defi nition, Research Approaches and Dimensions by 
Krzysztof Wach (Cracow University of Economics), studies the extant literature with 
special emphasis on the defi nitions and dimensions of the studied phenomenon. It 
presents the standard top-down, bottom-up and circular approaches and distinguishes 
12 dimensions of Europeanisation. Five of these dimensions turn out to be economic 
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(external and internal macroeconomic, mesoeconomic, microeconomic and manage-
rial) and provide the construction framework for the remaining part of the book. 

Chapter 2, Research Methodology of Europeanisation Studies by Rafał Riedel 
(Opole University), focuses on the scope and extent of the phenomenon under scru-
tiny, which is trans-disciplinary and does not limit itself to the areas regulated by 
European law or policies but instead covers all kinds of transformations induced by 
the economic and political unifi cation of the European continent. Additionally, three 
important levels of Europeanisation studies are invoked: empirical, conceptual and 
explanatory-theoretical. Th e following chapters of the book will adopt one of these 
perspectives (or a combination of them). In empirical design the focus may be put on 
variables of time (time-series analysis), the policy fi eld (sectoral patterns) and coun-
try-specifi c features. Finally, Riedel presents the main traps in which Europeanisation 
scholars can be caught. 

Part 2 – Macroeconomic Europeanisation – comprises three chapters that focus 
on fi scal and monetary policies. It is opened by Chapter 3, Europeanisation and the 
Convergence of Tax Policies by Katarzyna Stabryła-Chudzio (Cracow University of 
Economics). Th is chapter distinguishes the various forms of this process: regulatory, 
based on recommendations or supranationalisation (establishing the position of an 
EU Minister of Finance). In this context the chapter presents the historical processes 
leading to the harmonisation of tax policies: the creation of EU-wide taxes feeding 
the EU budget, the Europeanisation of indirect taxation and the coordination of 
direct taxes. Special attention is given to the tax reforms undertaken in the “European 
semester” procedure. 

Chapter 4, Europeanisation of Monetary Policy: Roots and Causes by Piotr Stanek 
and Jakub Janus (both Cracow University of Economics), studies the phenomenon in 
the historical perspective and empirically assesses the strength of the infl uence of the 
ECB on countries with derogation. Th e historical narrative goes back to the monetary 
snake and the European Monetary System to show the evolutions and the strength-
ening role of the German Bundesbank as the hegemon. In this context, the impact of 
the euro area interest rates since 2000 on the “out” countries is empirically assessed 
by the augmented Granger causality (via the Toda-Yamamoto procedure). Granger 
causality is not detected only in the Hungarian and British cases, indicating that the 
monetary policy stance in these two countries is the least Europeanised. 

Chapter 5, Euroisation and the Euro as the Global Currency by Rafał Riedel 
(Opole University), defi nes Euroisation in a broad sense, not only as the (offi  cial or 
unoffi  cial) adoption of the euro as a legal tender, but also joining the euro area in 
the formally defi ned process or simply the informal linkage of the policy interest rate 
to the one set by the ECB. Some special attention is given to the attitude towards 
monetary integration in Central and Eastern European states. Additionally, the role 
of the euro in international trade and as a reserve currency is discussed and the issue 
of the persistant gap between the euro and the American dollar in this area is tackled. 
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Part 3 – Mesoeconomic Europeanisation – is composed of three chapters related 
to the most important and highly discussed sectoral policies in the EU. Th is part is 
opened by Chapter 6, Europeanisation of Europe Th rough EU Regional Policy: Towards 
a Tighter Integration by Dorota Murzyn (Pedagogical University of Cracow). Th e 
author reviews the main literature, with particular reference to debates surrounding 
the Europeanisation of regional policy, and develops an analytical framework based 
on the policy and institutional change perspectives. Th is framework is then applied 
to the regional policy system in Poland. Th e research involves an analysis of the 
primary sources, such as policy documents and legislation. Th e study also uses the 
method of historical analysis, which was useful in determining changes in the Polish 
regional policy under the infl uence of the EU cohesion policy. Th e empirical case 
study, based on evidence from Poland, is then used to generate concluding remarks 
on the impact of the European Union on regional policy in general.

Chapter 7, Europeanisation of Industrial Policy: Towards a Re-Industrialisation of 
Europe by Marta Ulbrych (Cracow University of Economics), explores the process of 
the Europeanisation of industrial policy and its potential role to stimulate post-crisis 
recovery in the European Union to meet the challenges of international competition 
and climate change. To achieve this, the author pursues three interrelated objectives. 
Th e fi rst one requires a reassessment of industrial policy and an understanding of its 
role in a post-crisis economy. Th e second objective focuses on an evaluation of the 
legal basis of industrial policy in the EU. Th e third one examines the structural 
changes of the EU manufacturing sector. 

Chapter 8, Europeanisation of Energy Policy: Progress in Spite of Divergent Interests 
by Agnieszka Pach-Gurgul (Cracow University of Economics), analyses the EU energy 
policy in the context of its three core objectives: the energy security of EU Member 
States, the competitiveness of the EU economy and the protection of  the natural 
environment. Th us, the chapter provides a defi nition of Europeanisation which is 
adapted to the context of energy policy, elaborating on its origins and evolutions. Th e 
Europeanisation processes are studied separately for the main fi elds of energy policy: 
internal energy market, climate protection, energy security, and energy-obtaining 
technology. Finally, the prospects of an Energy Union as an ultimate form of the 
Europeanisation of energy policy are discussed. 

Part 4 – Microeconomic and Business Europeanisation – analyses the beha-
viours of fi rms and individuals in a balanced way. Chapter 9, Europeanisation of 
the Marketplace and Marketing of Firms: Fostering the Euromarketing Concept by 
Marcin Komor (University of Economics in Katowice) and Radosław Folga (Witold 
Pilecki State School of Higher Education in Oświęcim), focuses on the consequences 
of Europeanisation for marketing strategies. First, the authors defi ne the Euromarket 
as an integrated area, without any internal borders, where citizens and economic 
entities have equal rights and responsibilities. Th e case study presented in the chap-
ter is primarily based on an individual in-depth interview with an exports manager 
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and a review of the literature about the enterprise, publically available information, 
including newspaper interviews, websites, annual reports, fi nancial performance, etc. 
Th e research question of the study is whether the enterprise running most of its 
operations in the Euromarket successfully adopted the Euromarketing approach and 
how it applied the concept in practice.

In Chapter 10, Europeanisation of Consumer Behaviours: United in Diversity or 
Diversifi ed in Unity?, Małgorzata Bartosik-Purgat (Poznań University of Economics 
and Business) aims at discussing and analysing the trends in consumer behaviour 
in European countries and identifying the infl uencing factors. An analysis of the 
extant research allows to observe certain trends taking place in the European markets 
within the sphere of culture and the consumer. Th e author answers the following 
research questions: What tendencies in consumer behaviour are observed in the 
European markets? Are these processes heading towards a unifi cation of consumer 
behaviour regardless of the cultural distinctiveness of European countries? And are 
these processes heading towards a manifestation of their distinctiveness and are they 
deepening ethnocentric behaviour? Th e author fi nds out that we simultaneously face 
two intensifying and somewhat opposing phenomena, namely the unifi cation and 
diversifi cation in the areas of consumption, the consumer and culture. In the area of 
consumer behaviour she identifi es “universal assimilation”, “universal diff erentiation” 
and “selective adaptation” as three models of behaviour of the European consumer. 

In Chapter 11, Europeanisation of Everyday Life: Labour Market Migration, Cross-
Border Practices and Transnational Identity by Jan Brzozowski (Cracow University 
of Economics), it is observed that Europeanisation is the very reality of migrants. 
Th e chapter aims to answer the question whether migrants are positively aff ected 
by the EU regulatory framework facilitating the transmission of skills or the mobility 
of labour across borders, taking the population of immigrants in Germany as a case 
study. Germany, apart from being the main EU economy, has been a key destination 
for migrants both from the EU and third countries (mostly from Turkey, the Balkans 
and the MENA region). In the chapter the basic facts about immigration to Germany 
are presented, giving a historic outline of the migration movements before and after 
2004. An empirical study based on the GSOEP dataset is conducted to test three 
hypotheses related to the positive impact of Europeanisation on additional migration, 
the economic integration and transnational practices of migrants. Th e results of the 
binomial logit, binary probit and Tobit regressions contain evidence in favour of all 
three hypotheses. Interestingly, the methodology of the study seems to suggest that 
Europeanisation can be seen not only as a process, but also as a type of stock variable 
characterising individual migrants. 
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CONCEPTUAL AND 
METHODOLOGICAL ISSUES





Chapter 1

Europeanisation: Its Defi nition, Research 
Approaches and Dimensions1

Krzysztof Wach
Cracow University of Economics

1.1. Introduction 

Nowadays Europeanisation is a very popular research theme in many scientifi c 
fi elds, mainly in political science and economics or management science, but also in 
sociology, anthropology, or history. It is useful to identify the context in which the 
Europeanisation process occurs. Taking into account the assumptions of contex-
tualism, it must be stressed that the interaction context plays a key role in explain-
ing the process [-es] of Europeanisation, as it [they] is [are] formed by a particular 
context. Hence, an adequate interpretation of the phenomenon of Europeanisation 
is not possible without taking into account the context in which it occurs. Th ere 
are three main ongoing meta processes in the modern globalised economy under-
stood as a systematic series of actions or a continuous action, operation, or series 
of changes, namely internationalisation, Europeanisation and globalisation. As they 
create a complex of three interlinked elements, ex defi nitione they are a kind of triad 
(Wach, 2014a). All three processes (internationalisation, Europeanisation, globalisa-
tion) may have  diff erent faces, dimensions, horizons, perspectives and levels. 

Th e main objective of this chapter is to analyse the Europeanisation processes in 
the wider context and to discuss Europeanisation from the defi nitional perspective 
as well as to present current research approaches to Europeanisation and to show its 
dimensions and eff ects on everyday life in the European Union from the economic 
perspective. Th e study is based on a typical literature review using the conventional 
research methods of deduction, reduction, synthesis and theoretical modelling.

1 Th e chapter was prepared under project No. 542456-LLP-1-2013-1-PL-AJM-MO entitled 
“Macro- and Microeconomic Dimensions of Europeanisation” co-fi nanced by the European Commis-
sion in the years 2013-2016. 
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1.2. Defi ning Europeanisation 

In the discourse on the phenomenon of Europeanisation or European economic inte-
gration, the taxonomy of the conceptual apparatus is not univocal, its systematics, 
and sometimes the lack of it, leaves much to be desired, which from the present time 
perspective is emphasised by K.  Holzinger and F. Schimmelfenning (2012, p.  292): 
“it is astonishing how poor our research and knowledge about the phenomenon is”. 
A precise determination and sometimes even the delimitation of such related terms 
as Europeanisation, Europeifi cation, EU-isation, Euroisation, Europeism or European 
integration itself is of key signifi cance for scientifi c analysis and research into the 
Europeanisation process. 

Currently, Europeanisation is a trendy and commonly used phrase, however, 
it may be misunderstood because the term refers to numerous phenomena which 
are occurring now on the European continent. Research into Europeanisation 
goes back to the 1970s, although its bloom fell in the last decade of the 20th cen-
tury and is continued now, which is proven by bibliometric analyses on this2. We 
should agree with K.  Dyson’s opinion (2002, p.  3) that in the literature on the 
subject there is not a scientifi cally stringent defi nition of Europeanisation which 
still remains a relatively “theoretical interest and has produced more questions 
than answers”. 

A. Moravcsik, W. Sandholtz and B. Kohler-Koch are regarded as the main pre-
cursors of the Europeanisation concept. Th eir concepts were established in the 
European integration theory in the 1990s. Th e fi rst of them, being a representa-
tive of the stream of intergovernmentalism within the regional integration theory, is 
considered to be the author of the bottom-up, downloading approach explaining the 
infl uence of integration processes on individual countries (Moravicsik, 1994). On the 
other hand, W. Sandholtz’s views in this respect were of adversative character com-
pared to Moravicsik’s views. In his opinion, integration creates new opportunities 
for domestic entities, resulting in institutional changes and changes in shaping and 
conducting individual policies. Th e solution is based on the multi-levelness concept 
and is identical to the top-down approach (Sandholt, 1996, pp. 403–429). Th e third 
parallel concept, developed by B. Kohler-Koch (1996, pp. 359–380), is based on the 
idea of the transformation of governance. 

In the author’s opinion, not only does integration contribute to a multi-level 
distribution of the impact but also to the removal of borders between the public and 
the private sphere, and in consequence of these changes an evolutionary transforma-
tion takes place.

2 Th e results of the bibliometric analysis on the circulation of Europeanisation terms in the sci-
entifi c literature are discussed, among others, in the works (Featherstone, 2003, pp. 5-6; Exadaktylos 
& Radaelli, 2009, pp. 514-516). 
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When placing the concepts of Europeanisation in a chronological order, we should 
mention two more fi gures here. In the mid-1990s R. Ladrech (1999, pp. 69-88) pro-
vided one of the fi rst acknowledged defi nitions of Europeanisation, and C.M. Radaelli 
(1997; 2000) is regarded as one of the major conceptuologists and propagators of 
research into Europeanisation, along with fi gures such as T.  Börzel and T. Risse3. 
He is the author of the now most commonly used defi nition of Europeanisation 
from the late 1990s. Th eir contribution will be discussed in detail in the next parts 
of this chapter.

After a few years of his own studies and analyses, in 2002 J.P. Olsen asked the 
question of what Europeanisation exactly is and whether this concept is scientifi -
cally useful (Olsen, 2002; 1996). A decade after posing this question for the fi rst 
time it still remains open, and the literature on that is clearly fragmentary. We can 
assume that creating the scientifi c bases of Europeanisation was an answer to the 
common use of this term, i.e. the methodology of empiricism (of empirical school) 
was adopted here from management studies. Th us, the concept of Europeanisation 
in the literature on the subject is defi ned as “a phenomenon without origin” (Gellner 
& Smith, 1996, pp. 357-370). 

An analysis of scientifi c studies devoted to that issue allows to adopt a very gen-
eral defi nition of Europeanisation, constructed as a real defi nition. Europeanisation, 
let us call it ex defi nitione, according to K. Dyson (2002, p. 3) is “a process unfold-
ing over time and through complex interactive variables it provides contradictory, 
divergent and contingent eff ects”. It should be emphasised that this is a very gen-
eral defi nition of Europeanisation, even of a generic character, not indicating the 
dimensions of the impact of Europeanisation (the lack of precision is a fl aw of this 
defi nition). Its generality, however, can be treated as an advantage, because it gives 
the possibility to apply it according to the needs of almost all scientifi c disciplines. 
Similarly, T. Flockhart (2010, p. 788) defi nes Europeanisation as a dynamic, multi-
form process of the diff usion of European thought, procedures and customs in time 
and space. According to this author, the Europeanisation process has strong histori-
cal connotations, especially sociological ones, which was manifested by the reference 
in the project of the Constitutional Treaty to the origins of the European civilisation, 
its cultural, religious and humanist heritage of the Roman Empire, Greek Empire or 
the Enlightenment (European Convention, 2003). 

Nowadays, the term Europeanisation more and more often refers to the European 
Union itself rather than to Europe or the European civilisation, which constitutes 
a  distortion of the etymology of this term. Consequently, some authors postulate 
to separate Europeanisation and EU-isation, but a great majority of researchers 
apply those terms interchangeably or, more commonly, only the fi rst term is used. 

3 Some of their fi rst works, although based on their earlier studies, are (Börzel & Risse, 2000; 
Green-Cowles, Caporaso, & Risse 2000). 
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For  example, R.  Ladrech (1999, p.  71) treats Europeanisation as “an incremental 
process reorienting the direction and shape of politics to the degree that EC political 
and economic dynamics become part of the organisational logic of national poli-
tics and policy-making”. In fact, this is one of the fi rst acknowledged defi nitions of 
Europeanisation. Similarly, T.  Börzel (1999, p.  574) interprets the phenomenon as 
“a process by which domestic policy areas become increasingly subject to European 
policy-making”. S.  Bulmer and M.  Burch (2001, p.  73) treat Europeanisation very 
similarly as a set of processes through which political, social and economic dynam-
ics of the European Union display interactions with the logics of national discourse, 
national identity, domestic political structures and domestic public politicians. Th is 
last defi nition actually combines two defi nitions, as it uses the bottom-up and the 
top-down mechanism. 

As H. Wallance (2000, pp. 369-382) rightly postulates, in order to avoid an open 
constraint and a historical conceptualisation of the Europeanisation process, we 
should introduce the term EU-isation for the processes that concern the European 
Union only4. Th us, EU-isation concerns the European process related to the insti-
tutional dimension of the European Union, both on the community level and on the 
level of the Member States, manifested mainly in the transfer of institutional and 
organisational procedures and policies (Flockhart, 2010, p. 791). EU-isation under-
stood in this way is a small but signifi cant section of a much broader Europeanisation 
process, being, in addition to Americanisation, a particular case of occidentalisation 
(westernisation). Th is book adopts the view of S. Bulmer and Ch. Lequesne (2001, 
p. 10), who prove on the basis of their own analysis of the scientifi c discourse under-
taking the subject of Europeanisation that the term refers now mainly to the study 
of the impact of the European Union on its Member States, but they emphasise that 
EU-isation would be a better term here if not for the horrifi c sound of this neolo-
gism. To conclude, in this book Europeanisation will be perceived as the infl uence 
of multi-form Europeanisation processes with regard to the European Union, both 
in the endo- and exogenous dimension, and thus it will be treated as a specifi c form 
of Europeanisation. 

T. Lawton (1999, pp. 91-112) represents a diff erent approach. Based on the prin-
ciples of antagonistic analysis, he defi nes Europeifi cation as the division of power 

4 Humanists rightly postulate the separation of those terms. However, in applied social studies 
this issue is not discussed. Th e term Europeanisation is in its bloom, which is directly connected to the 
growing role of the European Union on the international arena, and the term Europeanisation itself is 
now undergoing the same transformations that the term Americanisation used to undergo. Just like 
American and Americanisation etymologically refer to the whole continent, or even two – North and 
South America, in practice the terms are identifi ed with the United States of North America (even 
among humanists themselves). At present, Europeanisation, and recently even European, more and 
more often refer to the European Union itself. Th erefore, we can be tempted to say that this is an eff ect 
of the Darwinian theory of evolutionism according to which the strongest player dominates a given 
population.
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between national governments and the European Union as a supranational body, 
unlike Europeanisation which he treats as a transfer of sovereignty from the level 
of the Member States to the community level. His understanding of Europeifi cation 
is identical to the Europeanisation concept discussed before, based on the model of 
multi-level governance in the aspect of European integration. Th e literature on the 
subject is not univocal here and it is diffi  cult to give the proper meaning of this term.

To sum up, Europeanisation is defi nitely an ambiguous term, variously per-
ceived and analysed from diff erent points of view. Currently, it is among eagerly 
undertaken research problems, although it is still poorly structured. Th is is where 
the need to attempt to conceptualise and especially operationalise it comes from. 
In research using deterministic models Europeanisation can be perceived both as 
a  dependent and independent variable, which is undoubtedly directly connected 
to the perspective of the undertaken research and the research objective itself. In 
this book, Europeanisation will be chiefl y discussed as an explained variable, but it 
will also be treated as a predictor, namely an explanatory variable. Th e above over-
view of the terms has enabled a deterministic identifi cation of their mutual rela-
tionships, which constitutes a basis for a further detailed discussion on economic 
Europeanisation.

1.3. Th e Main Research Approaches to Europeanisation 

Taking into account the philosophical systematics, we can distinguish three main 
areas of research on Europeanisation, namely ontology, epistemology and method-
ology. Th e ontology of Europeanisation deals with studying the structure and char-
acter of the Europeanisation process. It provides an answer to the question of what 
Europeanisation is and what its components are. Th e epistemology of Europeanisation 
discusses the method of exploring the Europeanisation process, and in this sense it 
analyses what the object of the Europeanisation research is, its relations between 
theory and practice, or what its limits are. Unlike the two mentioned areas, the 
methodology of Europeanisation is the least developed. It works out the systematic 
procedures of exploring the Europeanisation process and instruments of improving 
the research process within that scope.

In the research on the Europeanisation process we can, after R. Holzhacker and 
M. Haverland (2006, pp. 1-18), distinguish three waves which in fact constitute three 
generations of European studies (studies into European integration), the result of 
which is the formation of a separate, structured theoretical and conceptual frame-
work for Europeanisation as an arising separate research fi eld. We can apply at least 
three research approaches to the Europeanisation process (Figure 1.1). Th e fi rst one 
is the bottom-up approach, the second one is the top-down approach, whereas the 
third one is the cycle/circular approach. 
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First 
generation

Second
generation

Third
generation

circular
approach

top-down
approachapproach

Europeanisation as a research problem

since the 1970s 1990s                   turn of the 20th and 21st century 

bottom-up

Figure 1.1. Research approaches to the Europeanisation process from the temporary perspec-
tive. 

Source: own study.

Bottom-up approach 

Th e fi rst wave was devoted to the analysis of the European integration process and 
the institutional development of the European Union, as well as the directions of 
the evolution of its policy. Th e research was principally carried out in accordance 
with the methodology used for international relations, but in that period mainly 
institutional, legal, economic and political factors were analysed. Th e institutional 
system of the European Union (in fact, of the European Communities) was treated 
as an exogenous factor in relation to the Member States. Treating European integra-
tion as an exemplifi cation of the regionalisation process in international relations, as 
B. Nowak and R. Riedel (2010, p. 213) emphasise, was part of this stream.

Th e democratic approach, initiated in the mid-1970s (Haas, 1958; Lindberg et 
al., 1971), more often defi ned with reference to Europeanisation as the bottom-
up approach, bases on groups of interests and networks of connections which are 
an instrument by means of which the preferences of individual bottom-up groups 
are considered on the level of the EU, infl uencing the development of its politi-
cal structures (Howell, 2004, p.  21). We may assume that the comprehensive the-
ory, being the foundation for this approach, was created by A.  Moravcsik, along 
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with a  presentation of his liberal intergovernmental approach. Th e claim that the 
European Union strengthens national states was his crucial assumption (Moravcsik, 
1994). It was, as it seems, one of the most criticised theoretical concepts of European 
integration, although as a result of the criticism, Moravcsik himself transformed it 
and completed the model with the missing variables. He perceived European inte-
gration from the point of view of R. Coase’s theory of transaction costs. He claimed 
that the European Union is only a passive negotiation forum for the Member States, 
which enables them to conclude transactions between each other more eff ectively by 
way of a reduction of the transaction costs (Moravcsik, 1993, pp. 507-508). Such an 
approach is defi ned as an inductive or gradual approach, meaning that “the causal 
fl ow was predominantly from state and society of the member states to the regional 
organisation” (Caporaso, 2007, pp. 24-26). 

Top-down approach 

Th e second wave of the research treated Europeanisation as an explanatory factor 
for the changes occurring at Member State level. Mainly the comparative perspective 
was used here, based on the scientifi c methods of comparatistics. In accordance with 
the assumptions of this stream, the European Union and its institutional system was 
treated as a separate political system. “A shift of national sovereignty was observed, 
from a decentralised system in which the major role was played by national execu-
tives and ministries infl uencing the EU within bilateral and multilateral relations”, 
which was typical for the fi rst stream, towards “a supra- and subnational community 
which achieved some ability of self-regulation, which was related to the growth and 
institutionalisation of the decision-making system” (Nowak & Riedel 2010, p. 213).

Th e centralistic approach, thriving in the 1990s, more often defi ned in European 
studies as the top-down approach, is closely connected with the classical perception 
of the European integration process, and in this context Europeanisation is a con-
temporary synonym of European integration (Bulmer & Gamble, 2002, pp.  4-24). 
It is worth emphasising that an important eff ect of Europeanisation processes is 
domestic change in three dimensions, namely in domestic political views (politics), 
domestic political strategy (policy) and the domestic political system (polity). In this 
sense, Europeanisation is an independent variable infl uencing the three mentioned 
dimensions, being dependent variables (Börzel & Risse 2000, pp. 3-5). In this context, 
K.  Dyson and K.H.  Goetz (2003) indicate the phenomenon of coercion pressure5 
that the Member States are subject to. In this stream, Europeanisation is most often 
defi ned after T. Risse, M.G. Cowles and J.A. Caporaso (2000, p. 3) as “the emergence 

5 Coercion is a term borrowed from physics where it means the strength of the external magnetic 
fi eld necessary to demagnetise a ferromagnetic material. 
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and development at the European level of distinct structures of governance, that is, 
of political, legal and social institutions associated with political problem solving that 
formalises interactions among the actors, and of policy networks specialising in the 
creation of authoritative European rules”.

Th e defi nition proposed by C.M.  Radaelli (2006, p.  58) may be an elaboration 
of the top-down approach, claiming that: “Europeanisation consists of processes of 
(a) construction b) diff usion and c) institutionalisation of formal and informal rules, 
procedures, policy paradigms, styles, ‘ways of doing things’ and shared beliefs and 
norms which are fi rst defi ned and consolidated in the making of EU decisions and 
then incorporated in the logic of domestic discourse, identities, political structures 
and public policies”, and this is in fact the most frequently cited defi nition of the 
Europeanisation process in the literature.

W.  Sandholtz (1996, p.  403 and pp. 417-427) had a great impact on the shap-
ing of the top-down approach. According to him, the institutional system of the 
European Union may infl uence the Member States in three broadly understood 
dimensions, namely:

• by making the EU institutions autonomous entities which may use autono-
mous enforcement mechanisms towards the Member States;

• by creating choices for domestic entities with regard to the selection of allies 
and arenas of activity, whereby the EU institutions themselves (most often 
the European Commission) can be the initiators and petitioners of the direc-
tions of transformations as well as the political allies;

• by encouraging changes in national policies and institutions, which have not 
been considered before by the Member States.

W.  Sandholtz criticised the bottom-up approach indicating numerous concep-
tual inconsistencies, while he promoted the top-down approach, at the same time 
favouring the analysis of the European Union decision-making process in accordance 
with the theory of policy networks. We should emphasise here that the theoretical 
bases of the inter-organisational network (the network theory in management stud-
ies) are not totally coherent in the case of the European Union either. However, even 
at the present stage of the development of the European Union we can fi nd numer-
ous analogies to a network organisation, which can be proven by its following attrib-
utes (in accordance with the qualities of a network organisation in management)6:

• mutual coordination of operations and the adjustment of operations in the 
sphere of procedures;

• decisions are taken not only individually but also jointly in the designated 
area of cooperation;

• repetitive character of exchange and intentions of cooperation comprising 
a longer time horizon;

6 Qualities of a network organisation cited after (Łobos, 2008, pp. 195-196). 
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• extensive scope of information about the partners of cooperation, accessible 
to the network entities.

Th e top-down approach treats European integration as an independent variable 
in relation to the Europeanisation of the Member States, performing the role of 
a dependent variable. Integration processes are explicative factors for understanding 
the changes occurring at national level. Th e research adopting this approach con-
cerned, using the terminology of statistical methods, as it is defi ned in the literature 
of the subject, the goodness of fi t – the EU and the domestic one. Th us, the neces-
sity of the occurrence of misfi t is implicit to be able to even talk about adjusting to 
the requirements of the European Union.

Circular approach 

Th e currently arising third wave in the research on European integration and 
Europeanisation is the attempt to create a holistic concept, both a description 
and explication, assuming a mutual link between these processes, and at the same time 
combining the two prevailing research approaches so far – the bottom-up and the 
top-down approach. Th e latest literature on the subject, contrary to the two preced-
ing research waves (which are regarded as the classical approaches to European stud-
ies on European integration), separates European integration and Europeanisation, 
however manifesting far-fetched cause and eff ect dependencies between them. Th is 
burgeoning research approach, although interdisciplinary in its assumptions, is based 
mainly on the transformations that have taken place in the economic sphere, per-
haps in the regulatory (administrative and legal) sphere, which directly or indirectly 
 infl uences macroeconomic, microeconomic and managerial processes.

R. Holzhacker and M. Haverland (2006, p. 6), together with their associates, pos-
tulate the need to move on to a third generation of research, which they call “a kind 
of cork-screw rotating continuously”, with top-down and bottom-up processes of 
interaction between the EU and the national levels of governance. According to 
T.A. Börzel (2002, p. 193), the Europeanisation process can be simultaneously identi-
fi ed as uploading within the meaning of the development of European Union insti-
tutions, and as downloading within the normative European Union regulations. As 
K.E.  Howell (2004, p.  56) observes, the majority of the authors of the bottom-up 
approach in particular, in their conceptualisations notice the interactivity of both 
types of Europeanisation. In this context, an interesting concept of three types of 
the Europeanisation process was proposed by K.  Dyson and K.H.  Goetz (2003, 
pp.  14-16). Th ey observed similar mechanisms to the described ones, but in spite 
of this they developed their own, diff erent systematics. Th ey distinguish two basic 
approaches, namely the perspective of downloading and the interactive perspective 
(considering both downloading and uploading). Th e downloading approach may be 
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discussed narrowly or broadly. In the narrow meaning downloading is of a hierarchi-
cal nature and should be identifi ed with the top-down approach discussed before. 
On the other hand, in a broad sense, downloading is treated as both hierarchical and 
vertical processes, which, in turn, should be identifi ed with the combined bottom-up 
and top-down approach, as each time the same downloading mechanism operates 
here, only the sender is diff erent. A dynamic interaction occurs between individual 
levels – the European Union one and the domestic one.

Attention should be paid to the fact that at present horizontal links play a sig-
nifi cant role in the process of the Europeanisation of individual Member States. 
Although the so-called hard instruments of Europeanisation (mainly legislation) are 
still applied, more and more often the so-called soft instruments, typical for verti-
cal cooperation, are used. Th ese include the open method of coordinating (OMC), 
benchmarking and the best practice, as well as the exchange of professionalists. Th e 
methods give a mimetic eff ect, to which a lot of attention is currently paid in terms 
of Europeanisation.

As K. Featherstone and G. Kazamias (2001, p. 1) rightly observe, both domes-
tic and community entities (broadly understood) are co-dependent, and fi rst of all 
they are involved in networks of links, both horizontal and vertical ones, by which 
both mentioned approaches (bottom-up and top-down) create an entirety. Similar 
arguments can be found in other works (Howell, 2002, p. 21). While implementing 
the methodology of planning within this scope, anchored in management studies, 
particularly in the aspect of vertical and horizontal links, it is worth making a trans-
position resulting in the identifi cation of two special approaches (apart from the 
democratic and the centralistic approach), namely the iterative approach and the 
multi-level approach. Th e essence of the methodological iterative approach (the so-
called core-periphery approach) is the development of assumptions in agreement 
with individual levels, the EU and domestic ones, in subsequent steps (iterations). 
Th e method is based on cyclically repeating consultations and arrangements among 
the Member States. Whereas the essence of the multi-level methodological approach 
is the development of the assumptions simultaneously (parallel) at all levels, both the 
EU level and the domestic levels, and only then the assumptions created this way 
are agreed upon. As K.E.  Howell (2002, p.  19) emphasises, Europeanisation means 
constant interactions or dialectics between the “homogeneity” of the Union and the 
“diversity” of the individual Member States.

K.E.  Howell (2005, pp.  379-392) attempted to order the Europeanisation theo-
ries. In addition to the uploading and downloading approach, he also distinguished 
the crossloading approach. In his opinion, the eff ectiveness of the uploading pro-
cess determines the eff ectiveness of change in response to the downloading  process 
(Howell, 2005, p.  380). Th us, the Europeanisation process must be perceived 
bi polarly, considering both the horizontal and the vertical impact. Within such 
a meaning of Europeanisation processes, which is quite signifi cant, a clear separation 
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of  Europeanisation processes from European integration, which triggers them, 
occurs here (Figure 1.2). Obviously, methodologically, it is much simpler to conduct 
empirical research, considering the assumptions of the top-down or the bottom-up 
approach. Th e issue becomes much more complicated when it is necessary to apply 
both sets of methodological assumptions at the same time (mix of methodologies). 
However, the phenomenon of diff usion occurs here, which results in a kind of iso-
morphism of both perspectives, and in consequence, a necessity to consider both 
research perspectives.

European Integration

Europeanisation Type 1: 
downloading

Europeanisation Type 2: 
uploadingEuropeanisation Type 3: 

crossloading
vertical transfer of changes

Macro Level
– Member States

Micro Level
– national interest groups

Figure 1.2. Th e processes of Europeanisation as European integration mechanisms. 

Source: Howell (2005, p. 382).

However, going further in the ordering process, it is worth proposing a modi-
fi cation of the quoted concept, which should be based on three approaches to the 
Europeanisation process, distinguishing, in addition to the top-down and bottom-
up approach, a third approach, which can be called the circular approach, using 
both of the aforementioned approaches simultaneously7. Th is concept treats all three 
approaches a little diff erently than the ones proposed by K. Dyson and K.H. Goetz 
(2003), although it derives from them.

1.4. Th e Economic Dimensions of Europeanisation 

An analysis of the literature on the subject of Europeanisation also enables the sys-
tematisation of the existing output from the point of view of the operationalisation of 

7 Th e majority of authors identify the third approach with the second one (bottom-up approach), 
argumenting that it is only the completion of the top-down approach. In economic studies, and es-
pecially in management studies, the mentioned research approaches to the functioning of a fi rm may 
function separately and independently, thus, it seems justifi ed to distinguish three as opposed to two 
approaches.



26    Part I. Conceptual and Methodological Issues

Europeanisation in the substantive approach. Analogously, as in the case of the con-
ceptualisation and operationalisation of the development category in economic stud-
ies, one not only can but in fact one must adopt the same four designates of economic 
Europeanisation, both in the macro- and microeconomic perspective. Th ese are:

• the areas of Europeanisation (what Europeanises?);
• the factors of Europeanisation (why does it Europeanise?);
• the mechanisms of Europeanisation (how does it Europeanise?);
• the sense of Europeanisation (towards what does it Europeanise?).
Th erefore, considering the subjective criterion, we can distinguish four basic 

research approaches, namely polyvalent, causative, processual and resultant, although 
the present literature on the subject does not assign the same attention to them, does 
not discuss them with equal frequency, and if such research is undertaken, it is frag-
mentary and conducted mainly from the point of view of political sciences, namely 
in terms of the macroenvironment. Th us, as it seems, there is an urgent need to 
undertake research on the Europeanisation process from the perspective of economic 
studies, especially at fi rm level (the microeconomic level).

It is worth ordering the areas of infl uence of Europeanisation, i.e. making an 
attempt at identifying and structuring the dimensions of Europeanisation. In this 
context, one may be tempted to distinguish 10 or even 12 basic dimensions of 
Europeanisation including both non-economic and economic dimensions. Th is con-
cept is in fact used to describe changes in many dimensions of life, including geo-
graphical, sociological, political, legal, institutional and economic ones (Figure 1.3).

From the methodological point of view, there are fi ve analytical levels, namely 
(i)  mega, (ii)  macro, (iii)  meso, (iv)  micro, and (v)  nano. However, only three of 
them are mostly used in economics (macro, meso, micro), thus it seems adequate 
to discuss three processes – macroeconomic, mesoeconomic and microeconomic 
Europeanisation.

Europeanisation in the external macroeconomic dimension is making Europe 
(and more specifi cally the European Union) a signifi cant economic centre in the 
world, identifi ed with the intensifi cation of its role, at least within the existing Triad 
(United States – European Union – Japan), although with aspirations to play a major 
role in the world economy, particularly as a response to the globalisation processes, 
including the growing signifi cance of China and India in the world economy. At 
present, the share of the EU in the world economy is bigger than of the US or Japan 
and constitutes 1/5 of the global trade (and considering the intercommunity turnover 
among the Member States it is as much as 34.2%), whereas EU foreign direct invest-
ment constitutes almost half of global direct investment. It is worth stressing that as 
early as in 2010 China became the main exporter of telecommunications equipment 
(USD 180 billion, with annual dynamics of growth of over 400%), and thus for the 
fi rst time it outran the European Union (EU-27), becoming the main re-exporter of 
such equipment (WTO 2011, p. 55). In spite of the continuing crisis, in 2010 the 
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export of fi nancial services in the EU-27 increased by 3% and constituted 49% of the 
global trade of these services (USD 130 billion) (WTO 2011, p. 139).

Europeanisation in the internal macroeconomic dimension is creating favour-
able conditions for, on the one hand, the development of fi rms in the European 
Union territory (the European business environment, and to be more exact – 
Europeanisation of the fi rm environment), and on the other hand – the convergence 
of the macroeconomic systems of individual EU Member States. Th e regulatory func-
tion of the European Union plays a signifi cant role here.

Europeanisation in the mesoeconomic sense is observed in industries, as most of 
them are becoming Pan-European and not just national, as other European competi-
tors are their direct competitors and industries are regulated in general by the same 
EU law and the same regulations (e.g. the tobacco industry, mobile communications 
industry, banking industry). Th is dimension of mesoeconomic Europeanisation is 
becoming more and more important.

Figure 1.3. Twelve dimensions of Europeanisation within the context of the European Union. 

Source: Wach (2015, p. 16).
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Europeanisation in terms of the microeconomic dimension is identifi ed as 
the Europeanisation of businesses. By contrast, in terms of microeconomics, Euro-
peanisation is a process of the internationalisation of a business in Europe through 
its expansion to the European Union markets (a business activity in the common 
market, the so-called Single European Market) (Harris & McDonald, 2004, p. 73).

Furthermore, there is also a very important managerial dimension of 
Europeanisation, which is connected to the specifi cs and characteristics of European 
business (European management style), which is very diff erent from American busi-
ness or Asian business (Fligstein, 2009; Floyd, 2001; Wach, 2014b; Wach, 2016).

1.5. Conclusions 

Th e European Union is currently facing severe challenges not only in terms of its 
internal problems, but mainly in terms of its future in the international arena. Th ese 
concerns are not only expressed by the opponents of European integration, or scep-
tics, who in fact have always expressed such concerns, but these fears are also shared 
by its supporters, which defi nitely is a worrying symptom. Th e current image of the 
European Union and the challenges it faces are well captured by A. Giddens (2007) 
in his book Europe in the Global Age. Is further and deeper Europeanisation thus 
compromised? Certainly, the times in which we live today and in which businesses 
operate are interesting, and at the same time cause enormous challenges for modern 
economies and businesses.

Th ere has been a transformation of the world economic globalisation processes 
giving rise to the phenomenon of semiglobalisation, which according to M.W. Peng 
(2009, p. 20) indicates the need for a variety of strategic business experiments. While 
P. Ghemawat (2007, p. 31) believes that the prospect of semiglobalisation can help 
fi rms to fend off  the illusion of a global standardisation (one-size-fi ts-all), and the 
apocalypse concerning the downturn in economic growth. Diff erent researchers have 
focused their attention on global activities, which oppose local activities, and by 
semiglobalisation they understand the intermediate state on the way from being 
a local to a global fi rm employing full economic integration in the world. However, 
the percentage (as quantifi cation) identifying the current state is very diverse.

Th e European Union, but also Europe as a whole, is now facing the great global 
challenges that primarily relate to economic issues. As stipulated by H. Sirkin, in 
his world-famous book: Globality: Competing with Everyone from Everywhere for 
Everything, in the near future European, American and Japanese fi rms will com-
pete not only with each other but also with very competitive Chinese, Indian, 
South American, and even African fi rms, which currently is unimaginable (Kotler & 
Caslione, 2009, p. 29). Th e forecasts that by 2030 developing countries and emerging 
economies will reach 60% of global GDP could radically change the global economic 
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confi guration. Th us, it can be assumed that the European Union as well as the pro-
cesses of Europeanisation are now at a crossroads. Not only the forecasts for the next 
two decades (with the possibility that the consequences of such a reconfi guration will 
be felt much earlier), but also already the current situation of the United States and 
the European Union, indicate the need for a strategy redefi nition and reconfi gura-
tion as well as anticipatory action supporting European businesses and European 
economies (or even the European economy).
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2.1. Introduction 

Undoubtedly, Europeanisation – once having become a catchword – gained a lot of 
explanatory potential together with the process of dynamic growth of the research 
and investigation devoted to it. Accompanied by this, we observed a methodologi-
cal pluralism, which not always served for the benefi t of the quality of the scholarly 
work. Nevertheless, Europeanisation was – and still is – one of the fastest growing 
strands of European integration studies. Th erefore, this chapter aims at ordering this 
conceptual and methodological diversity.

Where has this research agenda come from? Firstly, it is mirroring the liberal 
intergovernmentalist stress on the domestic sources of European politics. However, 
also supranationalism – especially the multilevel approach – is justifi able in the sense 
that it tends to concentrate on European institutions and their outputs. It is obvi-
ous that it explores several theoretical approaches – realism and liberalism as well 
as (neo) functionalism, but reanimates institutionalism, especially in the March and 
Olsen understanding (new institutionalism, meaning not only – classically – formal 
rules, procedures and the organisation of the government, but also informal norms, 
routines and conventions).

It is not a new theory – it is rather a new organisation of the European studies 
agenda, a phenomenon that needs to be explained, it is a diff erent way of orchestrat-
ing the existing concepts rather than ‘re-inventing the wheel’. One might ask why it 
is so trendy nowadays, and why not – for example – in the 1950s. Obviously, this 
explosion of literature must be associated with the growing importance of the EU 

1 Th is research study received fi nancial support from the resources granted to the Faculty of 
Social Sciences of the Opole University as part of the subsidy for the maintenance of the research 
potential.
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impact on diff erent dimensions of domestic politics. Consequently, Europeanisation 
is required for a comprehensive understanding of the integration process (Graziano 
& Vink, 2007, pp. 8-9).

Th e classical strand of Europeanisation literature focuses on the domestic imple-
mentation of supranationally generated legislation. Apart from this, Europeanisation 
research off ers a ‘European’ route to the study of national politics2. As it is put in 
the recommendations given by M. Vink and P. Graziano in their profound reader 
on Europeanisation:

– there is nothing necessarily ‘top down’ about focusing on domestic adapta-
tion to European regional integration;

– the research scope should include both direct eff ects (implementation of 
European legislation) as well as indirect eff ects (horizontal eff ects of European 
integration);

– the research scope should not be restricted to a uniform impact (harmo-
nisation or convergence) but should also allow for a diff erential impact of 
European integration;

– the research scope should not be restricted to changing policy domains only 
but should allow for a wide potential domain of impact and thus include the 
wider polity and politics dimension (e.g. political structure, domestic dis-
courses, identities, and so on);

– the research scope goes beyond the mere impact on the EU Member States, 
and also beyond the impact of the European Union, and therefore the dynam-
ics of change should be generalisable to the eff ects of regional integration 
processes as such (Graziano & Vink, 2007, pp. 8-9).

As can be seen from the list above, Europeanisation is a trans-disciplinary con-
cept, the origins of which can be found far beyond the recent research on EU integra-
tion. As such, Europeanisation has the advantage of bringing together scholars from 
diff erent disciplines with a common interest in this process of EU-driven change. 
Over the past decades, scholars of the EU have found that Europeanisation was 
everywhere, even where there were no hard law or specifi c policy models involved, 
and even where the EU itself was not involved. Since the 1990s, Europeanisation has 
become a catch-all label for investigating all kinds of transformations induced by the 
economic and political unifi cation of the European continent. After an extremely pro-
ductive decade where thousands of academic articles and books on Europeanisation 
were published, we, students of the EU, are still in search of Europeanisation: the 
concept, the causes and the eff ects.

As a result, nowadays it is mostly understood as the impact of EU integration on 
domestic political systems. Th is impact has been studied in relation to the three fun-
damental dimensions of political science: the politics, policies and polities of the EU 

2 Th e EU became a natural part of domestic politics.
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Member States and even of non-EU countries. As noted by R. Coman and A. Crespy, 
the fi ndings have been the most signifi cant in the realm of public policy: numerous 
case studies have brought evidence of policy change as a result of the implementa-
tion and translation of EU policies. Besides formal adjustment to new EU provi-
sions, scholars have also focused on the cognitive and normative adaptation of actors, 
agents and policy communities, including local and regional authorities. On the one 
hand, many scholars have found only a weak Europeanisation of national public 
spheres. On the other hand, however, many scholars have provided accounts of the 
disruptive eff ect of EU integration on national democracies, especially as far as “sim-
ple” polities are concerned as well as the re-composition of centre-periphery rela-
tionships in recomposed multi-level governance in Europe (Coman & Crespy, 2014).

2.2. Materials and Methods 

Despite the relatively long lasting research tradition of the disciplines constituting the 
scholarly fi eld of Europeanisation, there is a considerable need for a method to meas-
ure Europeanisation quantitatively and qualitatively, meaning the scope and extent 
to which national policies are shaped by European law and policy (Toeller, 2010).

EUROPEANISATION

EXTENT SCOPE

Figure 2.1. Measurable dimensions of Europeanisation.

Source: own study.

A great deal of researchers have been looking for optimal research designs and 
fi ne-tuning their methodological models in order to eff ectively operationalise both 
the independent and dependent variables so that they could eff ectively measure the 
impact of the EU in a specifi c sphere. Th ere are many methodology-related reasons 
to wonder about the heuristic usefulness of the “goodness of fi t” (of Europeanisation 
impulses). Firstly, the existence of a misfi t between the models prescribed by the EU 
and domestic policies becomes increasingly problematic over the course of integra-
tion, and thus the models become less and less relevant as analytical tools. Since most 
policy areas are no longer untouched by integration, the misfi t is being confused 
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with the outcome of implementation. Secondly, and consequently, the question to be 
considered is ontological: what is the “reality” to be observed in order to determine 
the degree of fi t and misfi t? If the misfi t constitutes the point of departure in this 
theoretical model, then the methodological aspects of this concept should be care-
fully considered in order to avoid tautology (Coman & Crespy 2014).

Th erefore, the real challenge for the new generation of scholars is to disentangle 
the “net eff ects” of EU integration. Europeanisation, being the result of constant 
interactions between the national and the European level, or even of horizontal dif-
fusion processes where the EU as such is not necessarily involved, can be confused 
with numerous parallel processes such as globalisation or modernisation. EU policies 
not only impact domestic policies, but once established, they also alter resources and 
preferences among domestic actors, and feed back into further shaping EU policy. 
Th is is clearly visible in situations where Europeanisation has been used as a con-
cept and as a framework to explain and understand the outcomes of democratisa-
tion in the new Member States. However, the question still remains open: To what 
extent has the EU been decisive for shifts in the choice of these institutional policies? 
Certainly, the EU has conditionally proven to be eff ective when the EU coerced the 
countries reluctant to compliance with the threat of exclusion, postponing acces-
sion, or cutting fi nancial support. Th e European Commission sanctioned inertia and 
rewarded any form of absorption and accommodation. Th ese examples show the 
primacy of material incentives in producing rapid formal outcomes and undermine 
constructivist claims about the power of norms and socialisation in confrontation 
with Europeanisation, concerned with “the institutional, strategic, and normative 
adjustments generated by European integration” (Coman & Crespy, 2014).

Already in 2008, K.H. Goetz and J.-H. Meyer-Sahling identifi ed that the study of 
Europeanisation has matured at three levels:

– Th e empirical level: the maturation of the fi eld is most evident when we 
consider the breadth of empirical studies that inquire into diff erent aspects 
of Europeanisation.

– Th e conceptual level: there is broad agreement that Europeanisation stands 
for the consequences of European integration as they are observable within 
the Member States of the European Union (and beyond). It is, as such, usu-
ally treated as a ‘dependent variable’, with progressive integration in its many 
guises as the driving force behind it.

– Th e explanatory-theoretical level: causal accounts of Europeanisation draw 
on a broad range of explanatory and theoretical schemes and there is a lively 
debate on how best to account for domestic responses to the integration 
process (Goetz & Meyer-Sahling, 2008).

In many accounts Europeanisation points to the eff ects of European integra-
tion in the Member States. In such situations policy implementation refers to “what 
 happens after a bill becomes a law”, however, Europeanisation is not associated with 
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convergence. On the contrary, as is illustrated by the graphics above, it is dependent 
on the three dominating variables of time, policy fi eld and country. 

Here a similar but slightly diff erent concept, i.e. the notion of ‘compliance’, needs 
to be elaborated. It has been prominent in international relations research among 
scholars studying the domestic fulfi lment of international agreements. For O. Treib, 
Europeanisation is just a second wave of implementation studies. In such a perspec-
tive it was the Single Market Program that acted as a stepping stone to implementa-
tion studies in the EU context. In the late 1990s, a second wave of studies began to 
analyse the “Europeanisation” of domestic political systems. Finally, the third-wave 
scholars began to explore factors at the sectoral as well as the country level (they 
discovered diversity). In the fourth wave of research, quantitative and qualitative 
research camps continued to move in diff erent directions3. Qualitative studies started 
to explore uncharted territory by addressing Member State reactions to European 
Court of Justice preliminary rulings. Quantitative research, in contrast, continued 
to focus on the transposition of directives, but started to explore the impact of EU 
decision-making on domestic transposition (Treib, 2014).

Some parts of the research have predominantly dealt with measures of positive 
integration, where the EU defi nes certain policy goals or standards that Member 
States are required to implement. However, much less attention has been paid to 
Member State reactions to negative integration, where the EU lays down rules that 
require Member States to discontinue certain policies or to abstain from certain 

3 Th is line of research started to address the role of the ever-growing number of EU-level agen-
cies in ensuring compliance. While some of them are primarily involved in policy development, agen-
cies such as the European Maritime Safety Agency, the European Aviation Safety Agency and the 
European Railway Agency have been demonstrated to take an active part also in improving domestic 
enforcement and application, which not only involves monitoring but also training and exchange of 
administrative experience (Treib, 2014).

Figure 2.2. Th e major variables of Europeanisation.

Source: own study.
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activities, such as subsidising individual branches of the economy or awarding certain 
public contracts without Europe-wide tenders. O. Treib identifi ed and described two 
groups of factors determining transposition (Europeanisation) success. On the EU 
level he points to the following: 

– the level of confl ict during the EU decision-making process sometimes 
turned out to be a signifi cant factor, with more confl ict increasing the likeli-
ness of transposition problems;

– the impact of the decision-making rule in the Council on transposition 
performance has been mixed so far. Th eoretically, most actors expect direc-
tives adopted on the basis of qualifi ed majority voting to be fraught with more 
transposition problems as it is more likely that such decisions disregard vital 
domestic interests, which could then strain transposition. So far, however, 
only one study could establish this eff ect;

– the power of Member State governments at the European level. Here, the 
results are again rather inconclusive, with some studies showing that more 
powerful governments tend to have less compliance problems;

– in contrast to these rather inconclusive fi ndings, many studies have dem-
onstrated that the level of discretion granted to Member States has a sig-
nifi cant eff ect on transposition, with directives granting more discretion and 
being easier to transpose since they give Member States more opportunities 
to adapt EU policies to domestic conditions;

– other EU-related factors that were high on the agenda in the fi rst wave  of 
research, such as the involvement of parliaments in the preparation 
of government negotiation positions so as to ensure that they would not 
obstruct the transposition of the policies adopted in Brussels, have not found 
support in more recent research.

On the level of domestic factors, he identifi es the following: 
– the impact of party politics was predominantly demonstrated in qualitative 

studies. Research on the implementation of EU social policy and equality 
directives revealed a relatively strong impact of government parties’ left-right 
positions on transposition outcomes in several countries;

– the second variable that has an impact on Member States’ willingness to 
transpose EU directives is the degree of fi t between the policy goals enshrined 
in European legislation and pre-existing domestic policy legacies;

– the impact of interest groups, fi nally, was identifi ed in a number of stud-
ies as a key factor in transposition. However, there is wide disagreement on 
whether interest group activities are benefi cial or detrimental to a timely and 
correct transposition, or whether they are irrelevant altogether;

– the impact of public opinion on Member States’ transposition performance 
or their behaviour in terms of infringement proceedings. Most often, this was 
done with regard to public opinion towards European integration;
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– the number of veto players was fi rst identifi ed in the second-wave scholar-
ship as a relevant factor for implementation and, more broadly speaking, 
Europeanisation;

– another widely-used variable infl uencing the capacity of Member States to 
transpose directives on time and in a correct manner is administrative capa-
bilities. Here, the picture is a bit more mixed, probably because some studies 
analysed sectors or countries where politicised transposition processes are 
more widespread, whereas in other contexts, bureaucratic modes of transpo-
sition are more predominant. Altogether, however, many studies have con-
fi rmed that administrative capabilities are an important factor infl uencing 
transposition performance (Treib, 2014).

2.3. Literature Review and Th eory Development 

Analyses that have thus far dealt with measuring Europeanisation can be distinguished 
according to their understanding of Europeanisation. Europeanisation is conven-
tionally understood as a phenomenon of domestic adaptation to European integra-
tion. Domestically – in the Member States, but also beyond the European Union’s 
territory, sometimes going much further than the candidate states and embracing 
distant lands where the political and economic gravity of the EU is strong enough. 
Th is suggests that the EU is gradually expanding its sphere of infl uence beyond the 
circle of the Member States. Consequently, the academic attention spotlights this 
phenomenon to describe, explain, and interpret this ‘regulatory intervention’. Being 
mainly a regulatory polity (superpower), the EU uses regulation as a tool to infl uence 
and, in a number of cases, even to authoritatively prescribe the desired behaviour of 
public and private actors4. Not surprisingly, the scholarly attention has shifted from 
the emergence of supranational institutions, and accompanying topics, to the impact 
of European integration. 

Within this scope, three diff erent steering mechanisms of Europeanisation have 
been identifi ed by M. W. Bauer, Ch. Knill and D. Pitschel in their important contri-
bution to this strand of academic discourse — compliance, competition and com-
munication. 

“Governance by compliance presupposes the existence of legally binding and 
common European rules that have to be implemented at the domestic level, conced-
ing only marginal levels of discretion to national bureaucracies. Compliance-based 
regulations typically appear in policies of positive integration, i.e. they are aimed 
at establishing a sound environment for the participants of the European common 

4 It is a process that impacts members of the European Union and those aspiring to join, and even 
the wider neighbourhood.
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market. Th ey impose constraints on national actors in order to safeguard certain 
standards for the protection of workers, consumers and the environment, as well 
as cultural assets” (Bauer, Knill, & Pitschel, 2007, p. 408). Th is perspective assumes 
a far-reaching impact on the national institutional system, its organisation and its 
working practices. Th is is why new institutionalism (March & Olsen, 1989) is so 
crucially important as a theoretical vehicle. When analysing the potential impact of 
compliance-based policies on non-EU states, the obligatory nature of the respective 
policy is a decisive aspect. In order to ensure that regulatory policies have an eff ect, 
it is crucial that the EU has legislative authority in the respective country, e.g. it 
must be able to enforce its rules and should have tools at its disposal to sanction 
potential non-compliance. With the candidate countries this precondition is assured. 
Th e EU asks for the implementation of the acquis communautaire as a condition for 
EU membership (Bauer, Knill, & Pitschel, 2007, p. 409).

In this context it is important to remember that within the phase of candidacy 
the responses of states to compliance measures may vary depending on the phase 
of their application. At the very beginning of the application process applicants nor-
mally make great eff orts to demonstrate their maturity to become full members 
and adhere to even very restrictive EU measures. When the accession negotiations 
proceed and the fear of exclusion diminishes, national bureaucracies or negotiators 
may exhibit indications of fatigue or even resistance in terms of the implementation 
of EU-based rules, especially when the adjustment to EU norms comes with high 
costs. Th is trend could be observed in Bulgaria and Romania shortly before the EU 
fi nally decided about their membership (Schimmelfennig & Sedelmeier, 2005, p. 216).

Th e second mechanism applied in EU regulatory policy is competition between 
national administrative systems to fulfi l EU requirements. Competition-based regula-
tions aim at ensuring the functioning of the common market by gradually abolishing 
distorting factors such as national regulatory barriers. Th e rationale behind institu-
tional change in the context of competitive measures diff ers fundamentally from the 
compliance logic: it is not the self-preserving interests of bureaucracies, but rather 
market competition that constitutes the driving mechanism. Additionally, another 
factor is considered to be of major importance: the interest of the non-member 
states in participating in the common market and the potential gains they expect 
from their participation.

“Candidate countries are (at least partly) involved in the common market long 
before they accede to the EU. On the one hand, they are subject to market-related 
conditionality. Th ey have to ensure that their institutional structures fi t the require-
ments of the market system of the EU and that they adopt the provisions set up for 
the Single European market. (…) 

All former Central and Eastern European candidate states that have gained full 
membership during the last accession rounds hurried to establish NUTS II units. 
Th e expectation of large-scale funding from the EU and profi t for the economic 
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and social development of the country substantially determined the decentralisation 
eff orts” (Bauer, Knill, & Pitschel, 2007; p. 413).

Th e third mechanism – communication – refers to the communication among 
national regulatory agents grouped together in EU legal or institutional networks5. 
Th e authors of this classifi cation, Bauer, Knill and Pitschel, suggest that “(…) apply-
ing the governance approach of communication, the EU stimulates information 
exchange and mutual learning between national policy-makers. Furthermore, it aims 
to promote the development of innovative forms and models of problem solution 
that can be integrated in the Member States’ regulatory systems. Communication-
based measures abstain from setting legally binding rules. Instead they are designed 
to support national policy-makers looking for regulatory models and concepts to 
tackle policy problems.

(…) Originally, such a kind of a communication approach was practised in inter-
national organizations, such as the Organization for Economic Cooperation and 
Development (OECD), before it was taken over by the EU. It is marked by its open-
ness and its emphasis on the principle of voluntary participation” (Bauer, Knill, & 
Pitschel, 2007, p. 414).

Soft modes of governance may act as illustrative examples of governance by com-
munication, for instance – the open method of coordination (OMC).

Taking into account that both candidate countries and other non-members are 
involved in network relationships with the EU, regulatory EU policy based on a com-
munication approach is likely to have an impact on both groups of states.

Th e method usually involves the Commission setting up benchmarks in particu-
lar policy areas and providing examples of best practice (Bauer, Knill, & Pitschel, 
2007, p. 413-416).

Other authors (Knill & Lehmkuhl, 2002) would suggest a diff erent set of mecha-
nisms as far as Europeanisation is concerned: institutional compliance, changing 
domestic opportunity structures, and framing domestic beliefs and expectations. Th e 
mechanism of Europeanisation by institutional compliance is particularly, but not 
exclusively, pronounced in policies of so-called ‘positive integration’. Examples of 
Europeanisation by changing domestic opportunity structures can in particular be found 
in many market-making policies of the EU (negative integration). Th ese policies basically 
exclude certain options from the range of national policy choices rather than to posi-
tively prescribe distinctive institutional models to be introduced at the national level.

Europeanisation by framing domestic beliefs and expectations is particularly likely 
when the EU decision-making context, above all the underlying confl icts of interests 
between the Member States, only allows it to adopt policies which are vague and 
more or less symbolic (Knill & Lehmkuhl, 2002, p. 255-259).

5 Member States communicate with third states within the framework of numerous associations, 
partnership agreements and other platforms.
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Conclusively, one needs to see Europeanisation both as a downloading6 and 
an uploading process7. Additionally, Europeanisation involves crossloading or policy 
transfer through lesson learning from one Member State to another Member State. 
Th rough the European integration process policy transfer is undertaken from one 
state to another. However, policies that are transferred in this fashion may become 
the norm throughout the EU and could consequently be macro or micro uploaded 
into the EU domain (Howell, 2005, p. 381).

As indicated above, one of the key elements of Europeanisation research is the 
phenomenon of conditionality. Th ere is one basic assumption present in studies 
on EU conditionality: that it exists and functions, as there is a power asymmetry 
that enables the Commission to impose the adoption of the acquis on the CEECs 
as a precondition of their entry to the Union. Th erefore, conditionality is usually 
understood as a strategy of ‘reinforcement by reward’8. Consequently, the academic 
literature points out that there are clear causal relationships in the use of condition-
ality to ensure policy or institutional outcomes. Th e most extensive part of existing 
studies on conditionality refers to enlargement conditionality, which also analyses 
its correlation with macro-level democratisation and marketisation (Hughes, Sasse, 
& Gordon, 2004, p. 26). Th e power asymmetry was painfully obvious in the case of 
the last three ways of enlargement (2004, 2007, 2013), when the absence of alterna-
tive ideological or systemic paradigms for the Central and East European candidate 
countries, other than EU membership, tended to reinforce the widespread perception 
of a power asymmetry in favour of the EU during the enlargement process.

Among the mechanisms of conditionality identifi ed by H. Grabbe in her exten-
sive studies on the Europeanisation eff ects before the last waves of enlargement, she 
points to the following most important categories: 

• Gate-keeping: access to negotiations and further stages in the accession pro-
cess. 

• Benchmarking and monitoring.
• Models: provision of legislative and institutional templates.
• Money: aid and technical assistance.
• Advice and twinning.
Th e gate-keeping mechanism conditions access to negotiations and further stages 

in the accession process based on the advancement in fulfi lling certain criteria. After 
the 1997 and 1999 European Councils, a rough progression had emerged of the fol-
lowing stages in the accession process: privileged trade access and additional aid, 
signing and implementing an enhanced form of the association agreement (Europe 
Agreements for the current candidates, Stabilisation and Association Agreements for 

6 Top-down Europeanisation.
7 Bottom-up Europeanisation.
8 Facilitated by material bargaining and low domestic political costs.
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south-eastern European non-applicants), opening negotiations (explicitly dependent 
on meeting the democracy and human rights conditions since 1999), opening and 
closing the thirty-one chapters, signing an accession treaty, ratifi cation of the acces-
sion treaty by national parliaments and the European Parliament, and fi nally entry 
as a full member (Grabbe, 2001, p. 1019).

Benchmarking and monitoring is a more specifi c conditionality instrument that 
goes beyond gate-keeping. Due to the salience of EU accession in Central European 
states’ political debates, the EU can infl uence policy and institutional development 
through ranking the applicants’ overall progress, benchmarking in particular policy 
areas, and providing examples of best practice that the applicants seek to emulate. 
Th e EU establishes models, the provision of legislative and institutional templates 
to guide, monitor and benchmark the aspiring parties on their way to full member-
ship. A key mechanism for this part of conditionality is the series of ‘Accession 
Partnerships’ and ‘Regular Reports’ published by the European Commission on 
a  regular basis (Grabbe, 2001, p. 1022).

Money obviously has a strong impact. In the applicant countries it is important 
in the sphere of aid and technical assistance. Th e EU is the largest external source 
of aid in the world and in the case of Central Europe this was also the case before 
the enlargement. It provides funds administered by the European Commission and 
also bilateral programmes from individual Member States. 

Th e last mechanism – advice and twinning – works through learning from 
Member State experiences of framing the legislation and building the organisational 
capacity necessary to implement the acquis9 (Grabbe, 2001, pp. 1023-1025).

Most studies on Europeanisation and conditionality combine the above-men-
tioned mechanisms and tend to focus on two cumulative levels of conditionality. 
Firstly, they attach great salience to the broad ‘principled’ conditionality established 
by the ‘Copenhagen criteria’ in 1993. Secondly, they highlight the ‘technical’ precon-
ditions for the candidate countries to accelerate the adoption of and adaptation to 
the acquis communautaire in order to fulfi l all the responsibilities of membership.

Th e Copenhagen Council of 1993 established four criteria for membership of an 
enlarged EU in the Presidency Conclusions:

“Th e European Council today agreed that the associated countries in Central 
and Eastern Europe that so desire shall become members of the European Union. 
Accession will take place as soon as an associated country is able to assume the obli-
gations of membership by satisfying the economic and political conditions required.

Membership requires that the candidate country has achieved stability of insti-
tutions guaranteeing democracy, the rule of law, human rights and respect for and 
protection of minorities, the existence of a functioning market economy as well as 
the capacity to cope with competitive pressure and market forces within the Union. 

9 Again in bilateral and multilateral constellations.
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Membership presupposes the candidate’s ability to take on the obligations of mem-
bership including adherence to the aims of political, economic and monetary union.

Th e Union’s capacity to absorb new members, while maintaining the momentum 
of European integration, is also an important consideration in the general interest of 
both the Union and the candidate countries” (European Council, 1993).

Th erefore, it is also possible to understand the particular EU (enlargement) con-
ditionality as “powerful tools to shape institutions in the CEECs”, which made poli-
cymakers “choose EU models because of the incentives and constraints imposed by 
the EU accession process” (Grabbe, 2002, p. 262). However, serious doubts about the 
precise understanding of conditionality were clearly expressed by J. Hughes, G. Sasse 
and C. Gordon in the following manner: “Th e widespread use of the term ‘condition-
ality’ suggests that there is a consensus within the EU and the Commission over its 
meaning, and that it is a gate-keeping mechanism embodying clearly identifi able and 
generally understood norms, rules and institutional confi gurations that are applied 
consistently and with some continuity over time. If it is accepted that conditionality 
is an implicitly coercive instrument wielded by the Commission to secure compliance 
with certain desired policy or institutional outcomes, then we must also accept that 
the features of EU conditionality, in particular its rule-based prescriptive essence, are 
not well defi ned. Ambivalence and ambiguity are evident at both levels of condition-
ality identifi ed above. In the case of the Copenhagen criteria it is obvious that the 
political conditionality for membership was highly politicized and operationalized in 
a selective manner. By the time enlargement negotiations accelerated from 1997, it is 
doubtful that the political conditionality as laid down in the Copenhagen criteria was 
a signifi cant factor in the process, as the democratization of the CEECs was generally 
accepted as a reality and a starting-point for the other three Copenhagen conditions.

Th e weight of conditionality, consequently, fell on the CEECs through the ‘tech-
nical’ requirements to adopt the 80,000-odd pages of the acquis. In the case of the 
acquis, however, the ambiguity of conditionality was driven less by politicization and 
more by the inherent structural characteristics of the acquis itself, and especially its 
unevenness” (Hughes, Sasse, & Gordon, 2004, p. 525).

Following these authors’ way of thinking, the logic of EU conditionality is that it 
is not a uniformly hard rule-based instrument, but rather it is highly diff erentiated, 
its nature shifting and transforming depending on the content of the acquis, the 
policy area, the country concerned, and the political context in which it is applied.

Particularly in the case of the 2004, 2007 and 2013 enlargements, the perfor-
mance tasks set by the EU Commission have not been easily devised, evaluated or 
benchmarked. Th is ambivalence and vagueness across policy areas have signifi cantly 
weakened its impact. Th is argument supports one of the most recognised new-insti-
tutionalism authors, Olsen, and his observation that the EU’s eff ectiveness in institu-
tion-building and policy change even within the Union has varied across institutional 
spheres, such as competition policy, monetary aff airs, external and internal security, 
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culture, etc. Apart from this, clear causal relationships between the EU and domestic 
levels are diffi  cult to trace since causation operates in both directions. Such processes 
are best studied as ‘an ecology of mutual adaptation’. And unfortunately, this kind 
of fl exible method of case study, as assumed, is the most appropriate method for 
analysing the application of EU conditionality during enlargement.

Moreover, very often a distinction is made between the two main categories of 
conditionality: formal conditionality, which covers the publicly stated preconditions 
as set out in the broad principles of the Copenhagen criteria and the legal frame-
work of the acquis; and informal conditionality, which relates to the operational 
pressures and recommendations applied by actors within the Commission and other 
EU institutions to achieve particular outcomes during interactions with their CEEC 
counterparts in the course of enlargement10. Th is is not to say that both types of 
conditionality are always clearly distinguishable as they often operate in conjunction 
(Hughes, Sasse, & Gordon, 2004, p. 526).

Generally, EU policy towards the Central European candidate states was widely 
referred to as predominantly a policy of conditionality. However, the mere use of 
conditionality by the EU does not necessarily tell us much about the underlying mode 
of governance and the conditions under which EU rules are transferred to third 
countries. EU conditionality might be encompassing, but it might not be eff ective in 
achieving rule transfer in certain issue-areas or countries. Furthermore, there is not 
necessarily a causal link between the presence of EU conditionality and successful 
rule transfer in particular issue-areas. Th us, it is recommended by many authors to 
distinguish (analytically) between the use of ‘conditionality’ as a political strategy and 
its causal impact on domestic politics.

It is impossible to hypothesise back in time and we cannot scientifi cally 
answer the question if the conditionality-driven change was a vehicle of transition, 
consolidation and transformation of the economy. Th is doubt underpins the main 
logic of EU conditionality understood as a bargaining strategy of reinforcement by 
reward, under which the EU provides external incentives for a target government 
to comply with its conditions11. It is also possible to claim that these dominant 
features of conditionality might have been superseded by other mechanisms that 
could also lead to rule transfer. For example, in the process of systemic political and 
economic transformation that the Central European states were undergoing, they 
might have considered EU rules as eff ective solutions to domestic policy challenges 
and thus adopted these rules independently of EU conditionality and their desire to 

10 Consequently, this defi nition of EU conditionality includes not only its formal statements but 
also the behaviour of the actors involved in its operationalisation and the mechanisms by which the 
formal rules are transmitted (Hughes, Sasse, & Gordon, 2004, p. 525).

11 It is argued that among the applicants, only Poland has the luxury of being able to bargain hard, 
for Polish negotiators assume that factors like the country’s size and geo-political importance would 
prevent the EU from excluding the country from the fi rst group of accessions (Grabbe, 2001, p. 1015).
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join. Additionally, while the EU might provide incentives for the adoption of its rules, 
the mechanism through which the Central European governments adopt these rules 
might relate to processes of persuasion and learning in which EU actors socialise 
Central European actors rather than coerce them (Schimmelfennig & Sedelmeier, 
2004, p.  662). A  couple of attempts were noted to combine the two strands of 
academic debate: Europeanisation on the one hand and transformation in the post-
communist world on the other (Beichelt & Kutter, 2007), which has a lot of potential, 
however it still seems to be hidden.

2.4. Conclusions 

Th ere are several traps that researchers of Europeanisation phenomena and espe-
cially the conditionality mechanism can be caught in. Th e fi rst one is connected to 
the democratic defi cit debate. If we agree on the profound impact of Europeanisation 
beyond the EU territory, we need to identify that a key diff erence between the inter-
nal and the external dimension of governance is that while the former concerns 
primarily the creation of rules as well as their implementation in national political 
systems, the external dimension is exclusively about the transfer of given EU rules 
and their adoption by non-member states. One needs to put it into the ‘democratic 
defi cit problem’ context, as transferring the rules outside and impacting governance 
beyond EU borders entails exporting the ‘defi cit problem’ as well (Schimmelfennig 
& Sedelmeier, 2004, p. 661). Furthermore, even the famous Copenhagen conditions 
are imperfect for a number of reasons. Th ey are too extensive and what exactly con-
stitutes meeting them is open to interpretation, giving the EU considerable comfort 
in deciding what has to be done before compliance is achieved and membership 
(or even advancement in the application and accession procedure) is granted.

Certain functions or characteristics of governance are included in the third con-
dition on the ability to take on the obligations of membership. Th is condition can be 
interpreted broadly by the EU. For example, the capacity to implement and enforce 
the acquis means that the EU is concerned with the entire judicial system; the need to 
administer EU regional aid means that the conditions include the creation of admin-
istrative units of subnational government; and the capacity to aim for economic and 
monetary union translates into requirements for an independent central bank and 
new regulatory institutions to implement single market rules.12 

On the other hand, the ‘club membership rules’ were clearly settled not that 
long before for the Union itself. Reference to the principles of liberty, democracy 

12 Th e scope of the accession agenda goes well beyond the infl uence of the EU in the governance 
of current Member States, where the EU has no say over issues such as the quality or organisation of 
their political institutions or civil services.
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and respect for human rights as the ‘grounds’ of the EU was not included within EU 
primary law until the Amsterdam Treaty. Th e very fact that Article 6 of this Treaty 
confi rmed the Copenhagen criteria, although with the exception of “respect for and 
protection of minorities”, has been viewed as an attempt to reduce the sharp contrast 
between the rules for the existing members and the admission criteria for prospective 
newcomers (Pinelli, 2004; p. 10). Th is may generate frustrations on the applicants’ 
side, especially, when confronted with the potential denial of access. Additionally, the 
basic EU resource in external relations is its own credibility and this capital is at risk 
in this context13. Certainly not everybody who meets the criteria will be  admitted, as 
the enlargement capacity of the EU is limited. 

Th is leads the analysis to the determinacy of the conditionality issue. As it is put 
by F. Schimmelfennig and U. Sedelmeier: “Th e determinacy of conditions and of the 
rules from which it is derived enhance the likelihood of rule adoption. Determinacy 
refers both to the clarity and formality of a rule. Th e clearer the behavioural implica-
tions of a rule, and the more ‘legalized’ its status, the higher its determinacy. First, 
determinacy has an informational value. It helps the target governments to know 
exactly what they have to do to get the rewards. Second, determinacy enhances the 
credibility of conditionality” (Schimmelfennig & Sedelmeier, 2004; 664).

However, one needs to note the uncertain linkage between fulfi lling particular 
tasks and receiving particular future benefi ts. Th e connection to rewards is much less 
clear than in other forms of international conditionality – for example, the one used 
by international fi nancial institutions in investment decisions (International Monetary 
Fund or European Investment Bank) or development assistance (European Bank of 
Reconstruction and Development or World Bank) in the case of development agencies. 

Th e timing of costs and benefi ts also diff uses the impact strength and infl uence. 
Th e ultimate reward14 of accession is far removed from the moment at which adap-
tation costs are incurred, so conditionality is a blunt instrument when it comes to 
persuading countries to change particular practices (Grabbe, 2001, pp. 1025-26). So 
not only the size but also the speed of the reward is an important determinant of 
conditionality. Additionally, the real alternatives of the aspiring candidate play an 
important role. As referred to in the literature – cross-conditionality must be absent 
or minor. EU conditionality would not be eff ective if the target government had other 
sources off ering comparable benefi ts at lower adjustment costs.

Both from empirical knowledge and from deliberative speculations, we identify 
the diff erentiated infl uence of Europeanisation. Its major instrument, conditionality, 
sometimes works more effi  ciently, sometimes less. Th is is usually determined by the 
domestic costs of rule adoption in the aspiring state and its alternatives, but also by the 

13 Th e credibility of EU’s threat to withhold rewards in case of non-compliance and, conversely, 
its promise to deliver the reward in case of rule adoption (Schimmelfennig & Sedelmeier, 2004, p. 665).

14 Ukraine, for example, has no incentive to adapt the respective laws as long as it is not rewarded 
with the advantages of EU membership or a credible prospect of membership.
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phenomena within the EU. It is a highly politicised process on both sides, therefore it 
is also unpredictable to a large extent. Also post factum, it is diffi  cult to measure as 
the speculations on the EU impact are diffi  cult to be proven in many cases. Th ere is 
always the path-dependency factors in the politics of domestic transitions that need 
to be calculated, rather than exclusively the conditionality emanating from the EU.

One also needs to remember that we observe a growing international harmonisa-
tion as a process related to globalisation15. Th ere is an increasing convergence in the 
policy-making and institutional decision-making structures and procedures of public 
administrations worldwide (Massey, 2004, p. 19). In this context, it is even more diffi  -
cult to distinguish EU conditionality mechanism results from wider trends connected 
to internationalisation and the accompanying convergence in policy making, institu-
tional set-up and the political process in general. Nevertheless, the element of con-
ditionality still seems to be an important factor of changes and reforms undertaken 
in states aspiring to association or full membership. Th is fact is explored by the EU 
in formulating the criteria and standards of democratisation and market economy. 
Th e potential members, like Ukraine or Turkey, need to take this fact into account. 

In conclusion, it is necessary to stress that one cannot prove or test, but only 
illustrate with examples taken from real life or literature, the hypotheses that are 
derived within conditionality and Europeanisation studies. However, agreeing with 
M.W. Bauer, C. Knill and D. Pitschel, “(…) the prime aim is to generate theoretical 
propositions about the potential of regulatory EU policies to trigger domestic insti-
tutional and policy change in non-EU states. It is also expected that in non-member 
states the impact of regulatory policies will vary with diff erent governance patterns 
inherent in EU policies. Additionally to the governance mode, a second factor is 
assumed to play a crucial role: namely the ambition of the country to become a mem-
ber of the EU. In cases where countries have high ambitions to obtain membership 
status, the EU is in the position of being able to apply pressure by making use of the 
coercive tool of conditionality. Conditionality is based upon a logic of reinforcement 
by reward” (Bauer, Knill, & Pitschel, 2007, p. 407).

Th e European Union’s transformative impact on its direct neighbourhood was 
obvious in the case of the 2004 and 2007 waves of enlargement. Both the political 
and economic reforms of Central and East European states were induced partly due 
to motivation coming from the so-called ‘waiting room syndrome’. Th e economic 
and political gravity of the Union itself serves as a foreign policy power that can be 
and is used when interacting with its neighbourhood beyond the institutionalised 
instruments, like the European Neighbourhood Policy. 

Pre-accession Europeanisation opens a wide spectrum of topics for academic 
research connected to EU external governance beyond its territory. Being a polity 

15 Interaction between Europeanisation and globalisation on the underlying economic structure 
for Europeanisation is another interesting fi eld for exploration – read more in: (Hennis, 2001, p. 829).
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without politics, the EU gives priority to effi  ciency over legitimacy. Paraphrasing 
the famous speech of Abraham Lincoln (1863), its ambition is to be a ‘govern-
ment for (and with) the people’ rather than a ‘government by (or of) the people’. 
Th is transfers the democratic defi cit discourse not only beyond the traditional 
defi nitions of democracy but also beyond EU borders. Focusing the interest of 
the researchers on the impact that the process of European integration has on its 
Member State institutions, policies, party systems, political discourse and behaviour 
– Europeanisation does not pay the necessary attention to its infl uence outside of the 
borders of the EU, which reveals a considerable potential in this strand of European 
integration studies. 

References

Beichelt, T., Kutter, A. (2007). Europeanisation and transformation in Central Europe. Conceptual perspec-
tives. Presentation at ICCEES-Europe Conference, Berlin, pp. 2-4 August.

Bauer, M.W., Knill, C., & Pitschel, D. (2007). Diff erential Europeanization in Eastern Europe: Th e Impact 
of Diverse EU Regulatory Governance Patterns, Journal of European Integration, 29(4), pp. 405-423. 

Coman, R. & Crespy, A. (2014). A Critical Assessment of the Concept of Europeanization in Light
of the State of the Union, Romanian Political Science Review, XIV(1), pp. 9-28.

Goetz, K. H., & Meyer-Sahling, J.-H. (2008). Th e Europeanisation of national political systems: Parliaments 
and executives, Living Reviews in European Governance, 3(2), pp. 4-22.

Grabbe, H. (2001). How does Europeanization aff ect CEE governance? Conditionality, diff usion and diver-
sity, 8(6).

Graziano, P., & Vink, M.P. (Eds.) (2007). Europeanization: New Research Agendas. Basingstoke: Palgrave 
Macmillan.

Hennis, M. (2001). Europeanisation and Globalisation: Th e Missing Link. Journal of Common Market 
Studies, 39(5).

Howel, K.E. (2005). Europeanisation, policy transfer, convergence and lesson-drawing: Case studies of UK 
and German fi nancial services regulation. Journal of Banking Regulation, 6(4).

Hughes, J., Sasse, G., & Gordon, C. (2004). Conditionality and Compliance in the EU’s Eastward Enlargement: 
Regional Policy and the Reform of Sub-national Government. Journal of Common Market Studies, 
42(3).

Knill, C., & Lehmkuhl, D. (2002). Th e national impact of European Union regulatory politics: Th ree 
Europeanization mechanisms, European Journal of Political Research, p. 41.

March, J.G. & Olsen, J.P. (1989). Th e New Institutionalism: Organizational Factors in Political Life. New 
York: Free Press.

Massey, A. (2004). Modernisation as Europeanisation. Th e impact of the European Union on public 
Administration. Policy Studies, 25(1).

Pinelli, C. (2004). Conditionality and Enlargement in Light of EU Constitutional Developments. European 
Law Journal, 10(3), pp. 354-362.

Schimmelfennig, F., & Sedelmeier, U. (2004). Governance by conditionality: EU rule transfer to the candi-
date countries of Central and East Europe. Journal of European Public Policy, 11(4).

Toeller, A. E. (2010). Measuring and Comparing the Europeanization of National Legislation: A Research 
Note, Journal of Common Market Studies, 48(2), pp. 417-444.

Treib, O. (2014). Implementing and complying with EU governance outputs, Living Reviews in European 
Governance, 9(1), pp. 5-33.





Part II

MACROECONOMIC EUROPEANISATION





Chapter 3

Europeanisation and the Convergence 
of Tax Policies1

Katarzyna Stabryła-Chudzio
Cracow University of Economics

3.1. Introduction

Th e gradual narrowing of gaps between the tax policies of EU Member States, which 
can be referred to as the Europeanisation or convergence of tax systems, comprises 
various stages including the coordination, harmonisation and unifi cation of systems. 
Th e current model of functioning of the European Union does not impose any fi nal 
form of unifi cation in this area, but it points to the need for reaching agreements 
(at fi rst, at political levels) with regard to the selected components of tax tech-
niques for the purpose of increasing the effi  ciency of the internal market (Stabryła-
Chudzio, 2012, pp. 518-519). Consequently, tax harmonisation can be defi ned as 
one of the stages of gradual unifi cation of tax systems or, in a broader sense, the 
entire process of narrowing gaps between tax systems, which comprises interna-
tional consultations (coordination), ultimately leading to a unifi ed system (Oręziak, 
2009, pp. 257-258). Coordination can also be understood as a stage which follows 
consultations, i.e. the mutual commitment of Member States to take specifi c action. 
Moreover, harmonisation as part of the coordination process indicates the determi-
nation of  unifi ed or minimum tax rates, as well as common principles for setting 
the level of the tax base. Convergence, understood as the gradual narrowing of gaps 
between tax policies, can result from coordination, or it can be regarded as a response 
to tax competition (Bénassy-Quéré, Trannoy & Wolff , 2014, p. 2; Junevičius & 
Šniukštaitė, 2009, p. 73).

1 Th is research received fi nancial support from the resources granted to the Faculty of Finance 
of the Cracow University of Economics as part of the subsidy for the maintenance of the research 
potential.
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Th e process of the Europeanisation of tax policies in Member States can assume 
the following forms:

1. Common regulations concerning one or several taxes in their entirety, i.e. 
comprising all the elements of tax techniques, or in a selective sense – for 
example the determination of tax rates (unifi ed or within specifi c ranges – 
minimum and maximum, or with only minimum or maximum levels).

2. General recommendations of EU institutions with regard to raising or lower-
ing a specifi c group of taxes, giving Member States the freedom to implement 
relevant changes. Th e currently adopted approach in the EU results from 
deteriorating public fi nance.

3. Th e establishment of the position of an EU Minister of Finance who would 
gradually take over the authority of national executive powers in changing 
tax policies. Th is solution would be adopted within the framework of large-
scale changes leading to political integration and establishing a European 
government.

Europeanisation gains new signifi cance in the context of the EU budget. Except 
for the tax on the sales of coal and steel products under the European Coal and Steel 
Community, and income taxes on the compensation of employees of EU institutions 
and bodies, the EU does not impose other forms of universal taxation. In the course 
of the discussions on the 2014-2020 multiannual fi nancial framework, the European 
Commission proposed two taxes of transnational (European) and national character 
(Cipriani, 2014):

– a fi nancial transaction tax levied on fi nancial institutions; its rate would 
depend on the fi nancial instrument used in a given transaction2;

– a new VAT-based resource3.
As yet, Member States have not reached a compromise in introducing new taxes. 

Th erefore, the contributions determined by gross national income remain to be the 
major source of revenues. Th us, greater amounts of tax revenues in Member States 

2 Th e proposal to introduce a tax on fi nancial transactions was made in 2011 in response to EU’s 
economic conditions. Th e following reasons for introducing the tax were given: the need for hold-
ing fi nancial institutions accountable to their customers in the situation when fi nancial transactions 
are exempt from VAT; creating new sources of revenue in national and EU budgets; restrictions on 
speculative transactions based on fi nancial instruments; unifi cation of activities before the decision of 
the Member States to introduce such a tax. However, the Member States did not reach an agreement, 
and in the middle of 2012 the European Commission proposed introducing a fi nancial transaction tax 
within the framework of enhanced cooperation, which was questioned by the UK as not complying 
with the law, and infringing on the rights of non-participating countries. In April 2014, the European 
Court of Justice dismissed the appeal. It does not challenge the Commission’s decision, but talks on 
the proposed tax are being continued.

3 It is calculated by the European Commission on the basis of the average share of goods and 
services taxable with a standard rate in all EU Member States in VAT-related revenue in a given coun-
try; the calculated share is then divided by the national standard rate and referred to the EU rate not 
exceeding 2%.
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indicate lower levels of their contributions to the EU budget. A simplifi ed algorithm 
determining VAT rates based on data obtained from Member States should result 
from VAT harmonisation eff orts, greater transparency of EU directives and regula-
tions, and national acts and regulations.

Th e objective of this chapter is to off er an answer to the following question: are 
EU Member States likely to implement further convergence measures in their tax 
policies, or will the process be hindered? Th e author makes an attempt to determine 
the cause-eff ect relations between the policies adopted by EU countries within the 
framework of the European Semester, the challenges posed by the functioning of the 
single market, and the activities carried out by EU Member States. Th e study is based 
on contemporary literature, EU legal acts, information provided by the European 
Commission, and research studies conducted by analytical centres. Th e chapter com-
bines theoretical and empirical considerations, and refers to EU statistical data, as 
well as the current conditions of public fi nance in particular countries.

3.2. Tax Competition vs. the Europeanisation of Tax Policies

In accordance with the Treaty on the Functioning of the European Union, Member 
States adopt their own independent tax policies, which are recognised to be one of the 
most sensitive elements of state policies, with the reservation, however, that harmful 
tax competition in the area of indirect taxes is prohibited in the context of addi-
tional tax burdens resulting from the import of products from other Member States4.

It does not imply, however, that Member State tax policies do not introduce 
changes resulting from membership in the EU. Firstly, since the 1960s, indirect taxes 
have been gradually harmonised, and in the last 5 years eff orts have been made to 
introduce new income taxes paid by legal persons in international enterprises.

Secondly, in response to the fi nancial and economic crisis the European 
Commission has implemented several mechanisms and tools which enable EU insti-
tutions to monitor public fi nance and counteract such negative phenomena as fi scal 
imbalance. Th e new solutions are based on the European Semester, a mechanism 
applied by the European Commission to recommend specifi c activities and, when 
necessary, corrective and repressive measures. Consequently, EU institutions have 
an indirect impact on the fi scal burden, which aff ects central budgets in Member 
States. It should be noted, however, that the European Commission cannot aff ect 
the structure of taxes (including the breadth of the tax base, tax rates and tax 
deductibles) if such structures do not violate EU regulations or indicate harmful 
tax competition.

4 Articles 111 and 112 of the Treaty on the Functioning of the European Union, supplement 
Art. 110.
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According to an OECD report (1998, pp. 8, 14), cases of harmful competition 
include tax havens and harmful preferential tax regimes5, which have an impact 
on the location of business (fi nancial activities) by lowering the tax base in other 
countries, leading to lowered global living standards and undermining the tax pay-
ers’ confi dence in the consistency of tax policies. Tax havens are defi ned as regions 
or countries which impose very low or no taxes on the provision of public services 
(especially for non-residents), which is accompanied by other incentives including 
special administrative procedures for start-ups, well-developed fi nancial services and 
the observance of bank secrecy, communication and telecommunication connec-
tions, as well as economic and political stability. Moreover, non-residents are not 
much concerned with the range and quality of public goods, as their demand for 
such goods is practically non-existent.

Most of the above additional conditions are met by countries which are not 
regarded as tax havens. Th erefore, tax havens frequently resort to unfair business 
practices such as bank accounts related to informal economic activities, recording 
illegal transactions to give them a semblance of legality, disguising fi ctitious business 
activities, the lack of transparent administrative and legal tax collection systems, 
ultimately hindering the fl ow of tax-related information between the tax authorities 
of particular countries (OECD, 1998, p. 23).

Such factors as the opening up of economies, the removal of barriers to inter-
national trade, the free fl ow of services, capital and people (on a temporary and 
permanent basis, or migrations for economic and other reasons) have infl uenced 
fi scal policies adopted by particular countries. Th e performance of allocation, redis-
tribution and stabilisation functions is no longer suffi  cient from the perspective 
of internal policies – attention must be given to the impact of such policies on 
other countries. As a result, tax policies change and evolve in response to inter-
national challenges. In this context, the European Union’s activities have a dual 
nature. On the one hand, Member States adopt common regulations with respect 
to those indirect taxes which aff ect consumption levels. On the other hand, they 
intend to maintain their sovereignty in matters related to public fi nance balance 
and the infl ux of foreign investment. Th e functioning of the European single mar-
ket is regulated, to varying degrees, by the prohibition to discriminate employ-
ees, goods and services from other Member States. However, with respect to tax 
policies, the European Union (and non-member states) stress the signifi cance 

5 Th e report distinguishes between acceptable and harmful preferential tax regimes. Harmful 
preferential tax regimes use no or low eff ective tax rates and one or several additional factors such as: 
ring fencing which protects the regime’s economy from the negative eff ects of its own incentive re-
gime (prevention of resident taxpayers from taking advantage of its benefi ts, or for enterprises which 
benefi t from the regime – the prohibition of operating in the domestic market), lack of transparency 
in tax administration activities (favourable administrative rulings or special administrative practices), 
lack of eff ective exchange of information (OECD, 1998, pp. 26-35).
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of abandoning preferential tax policies for overseas employees and companies 
(Schön, 2003).

In 1997 the Economic and Financial Council introduced a code of conduct in 
the area of corporate taxes, which is not legally binding, but obligates Member States 
to avoid harmful tax competition practices and to prevent such practices in the 
future. Th e code defi nes the indicators of harmful tax competition including pref-
erential policies for non-residents, considerably lower eff ective tax rates, the use of 
tax incentives which do not adversely aff ect domestic tax bases, the lack of transpar-
ency in exercising tax laws in a given region, and tax benefi ts off ered to entities not 
engaged in business activities. In 2004 and 2009 the European Commission issued 
two Communiqués on taking additional measures aimed to support friendly tax com-
petition through eff ective communication between tax authorities, and in 2011 it 
adopted a directive on cooperation in the fi eld of taxation (European Commission, 
2004; European Commission, 2009; Council Directive 2011/16/EU, 2011; Council 
Directive 2014/107/EU, 2014). Th e European Commission stressed that taxation laws 
in a given country should comply with the principles of state aid. 

Tax competition is not harmful when it does not lead to inequalities among 
taxpayers in the same region, and if it complies with international provisions and 
the principles of ethics. It may even stimulate greater fi scal discipline and increase 
the eff ectiveness of managing public funds. However, consideration should be given 
to the considerable mobility of capital, which can lead to state authorities lowering 
the tax burden on savings and returns on investment at the cost of higher labour 
costs (Schön, 2003, p. 6, 10).

Lower corporate tax rates are likely to stimulate business activities in a given 
country, create jobs and, consequently, increase budget revenues (Wach, 2008; 
Mitchell, 2009). Th is results from tax incentives, which encourage profi t reinvest-
ment and the establishment of new businesses, while higher employment rates 
increase public funds as a result of taxes and labour costs. Th e lack of common 
regulations in the EU with regard to income taxes paid by legal persons has resulted 
in a stiff er tax competition in Member States in recent years. When tax policies 
in a given country are the same for all entities – both domestic and foreign ones 
– tax competition should be regarded as a positive phenomenon. According to D. 
Mitchell (2009), “tax competition exists when people can reduce tax burdens by 
shifting capital and/or labour from high-tax jurisdictions to low-tax jurisdictions. 
Th is migration disciplines profl igate governments and rewards nations that lower 
tax rates and engage in pro-growth tax reform”. However, reduced taxes levied only 
on foreign entities indicate harmful competition as a result of tax inequalities. Under 
such circumstances, pursuant to Art. 113 of the Treaty on the Functioning of the 
EU, the Council of the European Union, acting unanimously, can introduce common 
regulations aimed to harmonise indirect taxes to ensure a proper functioning of the 
internal market.
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Th erefore, according to Schön’s reasoning (2003), because the Council of the EU 
is composed of the representatives of states and governments, and their decisions 
must be unanimous, it is not the European Commission, the European Parliament or 
the Council that impose tax policies – Member States make independent decisions to 
adopt common measures. Consequently, tax harmonisation or tax competition rely 
on a consensus reached by EU Member States. Simultaneously, the research studies 
conducted in recent years in the fi eld of the existence (or not) of tax competition in 
EU corporate taxes do not off er a clear-cut assessment of the mutual impact of tax 
policies adopted by particular Member States (Devereux & Loretz, 2012).

3.3.  Tax Policies in Member States in the Context of the European 
Semester

EU Member States cooperate in the fi eld of tax policies at various levels. In 2014, 
a new edition of the Fiscalis programme was launched for the purpose of exchanging 
good practice between tax authorities, broadening the knowledge of EU laws on tax 
harmonisation through common conferences and seminars, as well as developing tax 
data bases. Th e programme’s main objective is to combat tax fraud, avoid double 
taxation and improve the exchange of information.

Moreover, with respect to the income tax imposed on natural and legal persons, 
EU regulations aim to eliminate cases of double taxation and to prevent tax avoid-
ance. Finally, the establishment of the European Semester enables EU institutions 
to monitor and oversee Member State fi scal policies. However, it does not indicate 
any progress in the process of harmonisation, representing individual guidelines for 
particular Member States aimed to narrow the gaps in their policies. In November, 
the European Commission prepares an annual analysis of economic growth, setting 
the EU priorities for the coming year. Th en, the Council proposes necessary fi scal 
and economic reforms, and in April Member States submit their stability and con-
vergence programmes, which present the status of public fi nance and the planned 
national reforms. Following an analysis of the national programmes, the European 
Commission prepares guidelines for particular Member States, which must be 
approved by the Council of the EU and the European Council. When the guidelines 
of EU institutions are completely ignored, a Member State may receive a warning, 
and procedures may be started against this state enforcing it to take corrective meas-
ures with regard to the macroeconomic or budgetary disequilibrium. Th e function-
ing of the European Semester indicates that since the 2008 crisis the EU has made 
attempts to tighten cooperation in fi scal and economic policies, previously confi ned 
to particular Member States. An indication of such attempts is the fact that the euro 
zone countries are required to submit their draft budgets by the middle of October 
of the year preceding the budgetary year.
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Th e hitherto recommendations of EU institutions with respect to tax policies 
include the following issues (European Commission, 2015a):

1) broadening the tax base;
2) reducing labour-related tax burden in favour of consumption taxes;
3) promoting sustainable economic growth and competitiveness through tax 

incentives in the construction industry, environmental protection and R&D 
activities;

4) simplifying taxation and increasing its eff ectiveness and effi  ciency, including 
reductions in tax concessions and exemptions;

5) increasing the effi  ciency of tax administration. 
Since 2010, Member States have introduced signifi cant changes to their tax poli-

cies, necessitated by public fi nance consolidation programmes. Th e 2008-2010 period 
recorded a considerable decrease in tax revenues (% of GDP), which resulted from 
deteriorating business conditions, decreasing household spending and investment, 
as well as rising unemployment rates. Th e major activities in national tax policies 
included the following (European Commission, 2015a):

– changes to the tax base in income taxes imposed on legal persons;
– higher VAT base rates, including those previously lowered;
– reductions in income tax concessions and exemptions;
– increased eff ectiveness of tax collection procedures, exchange of information 

between tax authorities in Member States;
– introduction of tax incentives for companies – tax credit, deductibles (pur-

chase of new technologies), and reduced burden related to social insurance 
payments for start-ups.

Th e Commission and Council recommend that Member States reduce labour 
costs and raise consumption taxes (European Commission, 2015a). Several Member 
States have decided to resort to both measures simultaneously (Table 3.1), intro-
ducing changes to income taxation and social insurance premiums as well as to 
indirect taxes (a change within only one category is not regarded as an actual shift 
of the tax burden). Garnier et al. (2014, p. 10) stress that tax shifting in the form of 
fi scal devaluation (lower social insurance premiums and higher VAT rates) can con-
tribute to long-term economic growth. In such conditions domestic businesses cut 
costs, which leads to more competitive prices for exported goods and services, and 
stimulates intra-Community trade in goods. Simultaneously, the prices of imported 
goods rise. Th erefore, the short-term objective of fi scal devaluation is to increase the 
competitiveness of domestic companies.

Member States, when introducing changes to income taxation, also give con-
sideration to tax scales. Most countries use progressive taxes, which are frequently 
 recognised as an indication of a vertical system of justice. Higher taxes were intro-
duced for the highest earners, and their tax preferences were reduced, while the 
same or lower rates were imposed on the lowest earners, or new tax concessions 
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were off ered to selected social groups (Garnier et al. 2014, p. 14). It should be noted 
that the above trends in Member States do not indicate a step towards coordinated 
income taxes imposed on natural persons, but merely represent similar fi scal policies 
necessitated by the consolidation of public fi nance (Table 3.2).

Table 3.1. Changes in tax policies in EU Member States in 2013-2014.

Member States Reduced tax on com-
pensation or reduced 
social insurance

Higher levels 
of indirect taxes

Tax shift 

Member States for which 
the Council adopted CSRs 
to shift taxes to less dis-
torting bases in 2013

AT, BE, CZ, DE, FR,
HU, IT, LV, SK

AT, CZ, DE, FR, IT, 
LV

AT, CZ, DE, FR, IT, 
LV

Member States for which 
the Council did not adopt 
CSRs to shift taxes to less 
distorting bases in 2013

BG, DK, EE, ES, FI, 
LT, MT, NL, RO, SE, 
SI, UK

BG, DK, EE, ES, FI, 
LT, LU, MT, NL, PL, 
SE, SI

BG, DK, EE, ES, FI, 
LT, MT, NL, SE, SI

Source: Garnier et al. (2014), p. 9.

Table 3.2. Decisions made by Member States with regard to income taxes imposed on natural 
persons in 2011-2014.

Activity EU Member States

Increase in labour taxation as a result of an overall tax rise BG, LV

Introduction of a temporary SSC relief for fi rst-time em-
ployees

LT

Implementation of targeted labour tax burden reduction 
measures

BE, DE, DK, FR, FI, HU, IT, NL, PT, 
SE, UK

Extension of the tax-free allowance or a PIT credit for the 
lowest earners

BE, BG, DK, EE, FI, DE, LT, LV, 
MT, NL, SE, UK

Alleviation of the tax burdens for employers hiring people at 
the margin of the labour market:
young unemployed
long-term unemployed

SI
SK

Extension of the duration of the employers’ SSC cut applied 
to mothers of at least three young children 

HU

Tax increase concerning interest income, dividends, capital 
gains, pension income or earnings from self-employment

AT, CZ, HR, FI, LT, PT, SE

Tax decrease in low income BE, BG, CZ, DK, DE, EE, FI, FR, IT, 
LT, LV, MT, NL, SE, UK

Source: Garnier et al. (2014), pp. 12-14. 
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3.4. Th e Europeanisation of Indirect Taxation

Currently, the Europeanisation process mainly refers to indirect taxation as it should 
stimulate the development and increase the eff ectiveness of enterprises in Member 
States, and have a positive eff ect on the competitiveness of the internal market. VAT 
and excise taxes are not fully harmonised in terms of uniform tax techniques – they 
are subject to the convergence process which aims to narrow the gaps in tax policies. 

EU products which are subject to excise taxes are divided into harmonised taxes, 
for which minimum rates are set for alcohol, tobacco and energy products, including 
mineral oils and electricity, and non-harmonised taxes in the case of which fi scal 
decisions are made by particular Member States. Harmonised goods transported in 
the EU territory are exempt from taxes, being taxed upon sale to their fi nal users6.

Value Added Tax, introduced in the 1960s and 1970s, replaced the turnover tax 
which was levied at each production stage in a cumulative manner. Th e fi rst two 
directives on a multi-phase tax were adopted by the Council of Ministers on 11 April 
1967. Th e uniform principles for the functioning of VAT were set out in Directive 
VI of the European Communities of 17 May 1977, which defi ned the subject, object 
and base of taxation, tax rates, as well as related reductions and exemptions. In the 
subsequent years the Council adopted new directives which set out various specifi c 
principles in response to contemporary economic challenges (Table 3.3). One of the 
main rules with regard to VAT was the taxation of goods and services in the target 
country, accompanied by the exemption of this tax on exported goods. According 
to this directive, the tax base calculation was to be harmonised, which was neces-
sitated by the new source of budgetary revenue (value added tax) in the European 
Communities (Stabryła, 2004). 

Changes to VAT after 2009 mainly concerned introducing higher rates (perma-
nently or temporarily, e.g. for a period of several years in Poland), while reduced rates 
remained unchanged or were raised. Member States rarely resorted to reduced rates 
(Table 3.4). Currently, the base rate cannot be lower than 15%, while it is still possible 
to apply reduced rates (not lower than 5%) on food stuff s, medications, books, jour-
nals and passenger transport. Apart from the clear identifi cation of goods and ser-
vices liable for reductions, interim regulations lead to the application of much lower 
rates, or diff erent interpretations of the Commission’s regulations, which  frequently 
leads to court settlements.

VAT standard and reduced rates in EU Member States in 2005, 2010, and 2015 
do not show any indications of the convergence process (Table 3.4). In 2005 and 2010 
the lowest rates were recorded in Cyprus and Luxembourg (15%), while the highest – 
in Denmark, Hungary and Sweden (25%). A considerable change occurred as a result 

6 On 1 January 1993 excise tax regulations entered into force – Council Directive 92/78-84/EEC 
(1992), and Council Directive 2003/96/EC (2003); Council Directive 2008/118/EC (2008).
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Table 3.3. List of selected directives on the gradual unifi cation of VAT policies.

Directive Description

First Council Directive 67/227/EEC of 11 April 
1967 on the harmonisation of legislation of 
Member States concerning turnover taxes

Member States’ obligation to replace turnover 
taxes with a common VAT system by 1 January 
1970. 

Second Council Directive 67/228/EEC of 11 
April 1967 on the harmonisation of legislation of 
Member States concerning turnover taxes

Regulation of the structure of the new tax sys-
tem (activities of taxable entities, taxpayers, and 
chargeability of tax), and its implementation 
procedures. Countries have a wide scope of free-
dom in determining tax rates and exemptions.

Th ird Council Directive 69/463/EEC of 9 De-
cember 1969 on the harmonisation of legislation 
of Member States concerning turnover taxes

Obligation to introduce value added tax.

Sixth Council Directive 77/388/EEC of 17 May 
1977 on the harmonisation of the laws of the 
Member States relating to turnover taxes

To eliminate tax discrimination between coun-
tries, the directive defi nes the VAT scope, tax-
able entities, chargeability, deductions and ex-
emptions. 

Eighth Council Directive 79/1072/EEC of 6 De-
cember 1979 on the harmonisation of the laws 
of the Member States relating to turnover taxes

Principles for VAT refunds for entities based 
outside a given country.

Th irteenth Council Directive 86/560/EEC of 17 
November 1986 on the harmonisation of the 
laws of the Member States relating to turnover 
taxes

Principles for VAT refunds for entities based 
outside the Community’s territory.

Council Directive 91/680/EEC of 16 December 
1991 supplementing the common system of val-
ue added tax and amending Directive 77/388/
EEC with a view to the abolition of fi scal fron-
tiers

Provisions related to intra-Community trans-
actions, assuming elimination of the tax in two 
consecutive phases. Th e fi rst phase – a transi-
tional phase, leading to the introduction of the 
target system.

Council Directive 92/77/EEC of 19 October 
1992 supplementing the common system of val-
ue added tax and amending Directive 77/388/
EEC

Supplementary regulations on tax rates (mini-
mum amount for standard and reduced rates).

Council Directive 2006/112/EC of 28 November 
2006 on the common system of value added tax

Replacement of Directive I and VI regulations 
for the purpose of their unifi cation and clarifi -
cation.

Council Directive 2008/8/EC of 12 February 
2008 amending Directive 2006/112/EC

Defi nition of the place of application of VAT for 
the supply of services. 

Council Directive 2008/117/EC of 16 December 
2008 amending Directive 2006/112/EC

Counteracting tax avoidance in intra-Commu-
nity transactions.

Council Directive 2009/47/EC of 5 May 2009 
amending Directive 2006/112/EC

Changes related to reductions in VAT rates. 
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Directive Description

Council Directive 2009/69/EC of 25 June 2009 
amending Directive 2006/112/EC 

Counteracting tax avoidance in import activi-
ties.

Council Directive 2010/23/EU of 16 March 2010 
amending Directive 2006/112/EC

Th e use of a common VAT system with respect 
to the voluntary and temporary application of 
the reverse mechanism in the case of the supply 
of fraud-sensitive services.

Council Directive 2010/45/EU of 13 July 2010 
amending Directive 2006/112/EC

Changes to VAT invoicing resulting from tech-
nological advancement, designed to simplify the 
system and, consequently, improve the function-
ing of the internal market.

Council Directive 2010/88/EU of 7 December 
2010 amending Directive 2006/112/EC 

Obligation to apply a minimum rate of 15% post-
poned until the end of 2015.

Source: http://ec.europa.eu/taxation_customs/taxation/vat/key_documents/legal_framework/index_en.htm; 
http://eur-lex.europa.eu/ (17.12.2015). 

of the fi nancial and economic crisis – because of increasing public fi nance imbal-
ances Member States decided to raise standard as well as reduced rates. Reduced 
rates are greatly varied, with several countries still benefi ting from interim regula-
tions allowing them to apply super reduced rates (in 2015 – Spain, France, Ireland, 
Italy and Luxembourg).

In the 1980s and 1990s proposals were made to depart from the principle of taxa-
tion in the target country in favour of taxation in the country of origin of the goods or 
services. Th e need for this change resulted from establishing a single internal market 
within the Community’s territory, where transactions between Member States could 
be treated as the ones occurring within the same country. Two VAT rates were pro-
posed – standard rates and reduced ones for a specifi c group of goods and services7.

Th e proposed concept was partially implemented on 1 January 1993 – the estab-
lishment of a single internal market. However, it was soon discovered that VAT rates 
in particular countries remained greatly varied, and the principle of the country of 
origin was also applied to goods purchased by natural persons (Council Directive 
91/680/EEC).

In 2011 the European Commission outlined the future VAT system, setting the 
following objectives (European Commission 2011):

– simplifi ed taxation aimed to reduce administration costs incurred by both 
taxpayers and tax authorities, and to facilitate trans-border activities for 

7 According to the Commission’s communiqué of December 2011, VAT was to be charged in 
the target country. Eff orts have been undertaken to develop a modern system based on that principle 
(European Commission 2011).

Table 3.3. cont.
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Table 3.4. Changes in VAT rates in selected countries and years.

Country
2005 2010 2015

standard reduced standard reduced standard reduced

Belgium 21 6/12 21 6/12 21 6/12

Bulgaria 20 - 20 7 20 9

Czech Republic 19 5 20 10 21 10/15

Denmark 25 - 25 - 25 -

Germany 16 7 19 7 19 7

Estonia 18 5 20 9 20 9

Ireland 21 13.5 21 13.5 23 9/13.5

Greece 19 9 23 5.5/11 23 6/13

Spain 16 7 18 8 21 10

France 19.6 5.5 19.6 5.5 20 5.5/10

Croatia 22 - 23 10 25 5/13

Italy 20 10 20 10 22 10

Cyprus 15 5 15 5/8 19 5/9

Latvia 18 5 21 10 21 12

Lithuania 18 5/9 21 5/9 21 5/9

Luxembourg 15 6/12 15 6/12 17 8

Hungary 25 5/15 25 5/18 27 5/18

Malta 18 5 18 5 18 5/7

Netherlands 19 6 19 6 21 6

Austria 20 10 20 10 20 10

Poland 22 7 22 7 23 5/8

Portugal 21 5/12 21 6/13 23 6/13

Romania 19 9 24 5/9 24 5/9

Slovenia 20 8.5 20 8.5 22 9,5

Slovakia 19 - 19 6/10 20 10

Finland 22 8/17 23 6/13 24 10/14

Sweden 25 6/12 25 6/12 25 6/12

United Kingdom 17.5 5 17.5 5 20 5
Source: European Commission (2015), p. 140-141; European Commission (2015a), p. 115; European Commission 
(2015b). 
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microbusinesses and SMEs – the development of a one-stop-shop system 
for trans-border transactions8, unifi cation of VAT tax returns, establish-
ment of a central internet portal providing access to information on national 
VAT systems;

– widened taxation base as a result of eliminating deductions, exemptions and 
reduced rates to ensure suffi  cient budgetary revenue in Member States with-
out the necessity of raising standard rates (even when they are gradually 
lowered)9;

– increased eff ectiveness in tax loss recovery (as a result of tax avoidance) 
– strengthening existing systems and the introduction of a rapid response 
mechanism.

3.5. Th e Coordination of Direct Taxation

Th e harmonisation of direct taxation faces more challenges because of greatly varied 
rates and thresholds, as well as income tax deductions and exemptions (Stabryła, 
2004). With regard to property tax, particular systems diff er in terms of not only 
rates but also the taxation base (income generated by property or its market value) as 
well as the objects of taxation (possession of and trade in property). In 2005, a direc-
tive was adopted on the taxation of interest earned on savings accounts (Council 
Directive 2003/48/EC; Council Directive 2014/48/EU), which stressed the signifi -
cance of the exchange of information between Member States on non-resident capi-
tal gains, aimed to facilitate the free movement of capital. 

According to H.O. Ruding (2012, p. 5), since the 1980s little progress has been 
made in the harmonisation of taxes imposed on legal persons (Table 3.5). Currently, 
decisions concerning corporate income tax refer to the common taxation of merg-
ers, dividing of companies, contributions of assets and transfers of shares between 
companies based in diff erent Member States, common taxation of parent companies 
and subsidiaries in diff erent Member States, and common taxation of interest income 
and royalty payments between affi  liated entities in Member States (Council Directive 
90/434/EEC, 1990; Council Directive 90/435/EEC, 1990; Council Directive 2003/123/
EC, 2003; Council Directive 2003/49/EC, 2003; Council Directive 2005/19/EC, 2005; 
Council Directive 2009/133/EC, 2009; Council Directive 2011/96/EU, 2011; Council 
Directive 2014/86/EU, 2014). 

8 A mini one-stop-shop for the EU providers of telecommunications, broadcasting and elec-
tronic services to fi nal consumers within the EU entered into force in 2015.

9 Abolishing the reduced rates would theoretically enable to reduce the standard rate by between 
1.9 and 7.5 percentage points (European Commission 2011, p. 11).
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Table 3.5. Changes in income taxation of legal persons in selected years.

Country
1995 2005 2015

Rate* (%) Share of tax 
in GDP (%) Rate* (%) Share of tax 

in GDP (%) Rate* (%)

Belgium 40.2 2.3 34.0 3.2 34.0

Bulgaria 40.0 4.5 15.0 1.6 10.0

Czech Republic 41.0 4.6 26.0 4.1 19.0

Denmark 34.0 2.3 28.0 3.4 23.5

Germany 56.8 0.9 38.7 2.3 30.2

Estonia 26.0 2.3 24.0 0.5 20.0

Ireland 40.0 2.8 12.5 3.3 12.5

Greece 40.0 2.3 32.0 - 29.0

Spain 35.0 1.9 35.0 - 28.0

France 36.7 1.8 35.0 2.3 38.0

Croatia 25.0 - 20.0 2.3 20.0

Italy 52.2 3.3 37.3 2.2 31.4

Cyprus 25.0 4.0 10.0 4.3 12.5

Latvia 25.0 1.8 15.0 1.9 15.0

Lithuania 29.0 2.0 15.0 2.1 15.0

Luxembourg 40.9 6.6 30.4 5.9 29.2

Hungary 19.6 1.8 17.5 - 20.6

Malta 35.0 2.6 35.0 2.8 35.0

Netherlands 35.0 3.3 31.5 3.5 25.0

Austria 34.0 1.6 25.0 2.3 25.0

Poland 40.0 2.7 19.0 2.1 19.0

Portugal 39.6 2.3 27.5 2.7 29.5

Romania 38.0 3.7 16.0 2.7 16.0

Slovenia 25.0 0.5 25.0 2.7 17.0

Slovakia 40.0 6.0 19.0 2.7 22.0

Finland 25.0 2.3 26.0 - 20.0

Sweden 28.0 2.6 28.0 3.4 22.0

United Kingdom 33.0 2.8 30.0 3.0 20.0
* adjusted top corporate income tax rate.

Source: European Commission (2011), p. 135; Eurostat (2011), p. 300; European Commission (2015); European 
Commission (2015a), p. 111. 
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It was not until 2011 that the European Commission proposed introducing 
a common consolidated tax base for international companies. Th e revenue and costs 
of the members of capital groups were to be calculated in the same way, being the 
basis for determining a common tax base. Th e common tax base was to be deter-
mined based on three criteria: labour, the value of assets, and sales (all data referred 
to the capital group’s respective fi gures). Th is structure of the tax base would be 
referred to tax rates applied in the country in which a given company was located.
 CTBX = [1/3 × A + 1/3 × (50% × E + 50% × P) + 1/3 × S] × CCCTB (3.1)
where:
CTBX – corporate tax base for an entity operating in country X;
CCCTB – Common Consolidated Corporate Tax Base;
A – share of a company’s assets in country X in relation to its total assets;
E – number of employees in country X in relation to the total number of employees;
P – amount of the payroll in country X in relation to total amount of payroll;
S – a company’s sales in country X in relation to total sales.

Th e advantages of this solution are as follows: 
– counteracting transfer pricing fraud;
– the possibility of consolidating profi t and loss for the entire group of com-

panies;
– a partial coordination of regulations without the necessity to change tax rates;
– the possibility of submitting tax returns to one tax authority;
– a transparent structure of the tax base from the perspective of subsidiaries;
– an increased competitiveness in the EU resulting from reduced administra-

tion costs;
– a contribution to the development of a single internal market in accordance 

with the principle of subsidiarity.
Such a solution can distort the picture of a company’s activities. Th e division of 

a common consolidated tax base according to four factors can lead to a situation in 
which companies shift the largest part of their tax base to countries with the lowest 
rates. Moreover, the calculation formula, including the weight of the applied factors, 
can be questioned by particular countries. Also, tax administration costs are likely to 
rise when the new calculation formula is applied along with the previous methods 
for determining the tax base (Bettendorf et al., 2011).

Home State Taxation is a similar method, but its benefi ts are limited compared 
to CCCTB. Th e calculation of the tax base follows the rules applied by the coun-
try of the dominating entity, while subsidiaries apply the rates of the countries in 
which they carry out their business activities. Th e structure of the tax base is deter-
mined by the share in total profi t. Consequently, this may lead to establishing par-
ent companies in countries that off er more favourable tax regulations, contradicting 
the principles of harmful tax optimisation (see: Gammie, Radaelli, & Klemm, 2001). 
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Tax optimisation can be viewed in two ways: as a form of tax avoidance through fi nd-
ing loop holes, and the actual transfer of business activities to countries with a lower 
tax burden10, but also as tax fraud – an intentional act of distorting the picture of 
economic realities (a criminal act of understating revenue and overstating costs).

Due to the slowdown of CCCTB negotiations, the European Commission intends 
to resume its activities in 2016 for the purpose of developing a common tax base, 
giving consideration to modifi ed proposals and the opinions expressed by Member 
States (Table 3.6).

Table 3.6. Diff erences between original and modifi ed CCCTB proposals.

Original proposal Modifi ed proposal

Optional application Mandatory at least for international companies

Holistic approach Step-by-step approach

Th e main objective – simplifi ed settlements Th e main objective – counteracting tax avoid-
ance

Introduction of a common consolidated tax 
base

Introduction of a common tax base to be con-
solidated at a later stage, coupled with a review 
of transfer prices

Possibility of submitting tax returns in one 
country

Necessity to submit tax returns in all countries 
of business operations.

Source: www.europa.eu (4.11.2015).

Apart from the recommendations of the European Commission and of the EU 
Council concerning changes to the structure of taxation in Member States, con-
vergence changes to taxes imposed on natural persons are not signifi cant. In 2015 
six countries retained their fl at rate systems (Bulgaria, Estonia, Lithuania, Latvia, 
Hungary and Romania), while the remaining countries apply systems of progressive 
taxes with diff erent numbers of thresholds, tax rates, tax-free allowances, and diff er-
ent types and numbers of deductions and exemptions (Table 3.7).

Th ese considerations indicate that neither theory nor practical experience lead to 
explicit judgements with regard to the best system of taxing individual income. It is 
hardly possible to identify clear cause-eff ect relations in the context of structural and 
fi scal reforms and their impact on a country’s economy. It should be noted that the 
countries that have adopted fl at taxes apply various tax rates (even above 20% in the 
Baltic States), and they represent diff erent attitudes to such issues as tax-free allowances, 
deductions and exemptions, or comprehensive reforms of their public fi nance (Slovakia).

10 Establishing businesses in tax havens by residents of other countries leads to the so-called free 
rider eff ect – an entity benefi ts from public goods in one country, paying taxes (or not) in a diff erent 
region.
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Table 3.7. Benefi ts of fl at and progressive taxes.

Arguments in favour of fl at tax:
1.  Simple and transparent way of calculating the amount of tax.
2.  Introduction of fl at tax does not exclude the possibility of tax allowances or deductions and 

exemptions (however, fl at tax is usually understood as a system without tax allowances and 
other preferences).

3.  Ensuring tax equality in a horizontal sense – similar individuals (in terms of wealth and social 
status) are treated in the same way.

4.  It stimulates entrepreneurship and increases effi  ciency (work motivation, elimination of incen-
tives to avoid taxes).

5.  Reduced tax burden for those who had to pay higher rates in the previous system.
6.  Possible increase in consumer and investment spending (foreign direct investment), encourag-

ing a country’s economic growth (lower unemployment rates).
7.  Lower tax rates can result in higher budgetary revenue by widening the tax base (income re-

ported to tax authorities).
8.  Reduced costs of tax collection and limited possibility of tax offi  cers’ irregular activities.
9.  Introduction of fl at tax necessitates an overall reform of public fi nance (the problem of reducing 

public spending – an argument also in favour of progressive taxes).
10.  Easier forecasting of tax revenue for the coming year.
11.  Countries that have adopted fl at tax: Estonia (1994), Lithuania (1994), Latvia (1995), Bulgaria 

(2008), Romania (2005), Russia (2001), Serbia (2003), Slovakia (2004), Ukraine (2004), Georgia 
(2005), Czech Republic (2008), Albania (2008), Iceland (2007), Iraq (2004), Kyrgyzstan (2007), 
Kazakhstan (2007), Mongolia (2007), Macedonia (2007), Montenegro (2007), Hungary (2011). 
Not all of these countries have retained proportional taxes.

Arguments in favour of progressive tax:
1.  Foreign investment is aff ected by a number of factors, and tax rates are not the most signifi cant 

one (unlike the quality of infrastructure, qualifi ed labour force, etc.).
2.  Progressive tax rates can be low but not at the same level for all entities; it is possible to reduce 

the tax burden in this system by introducing diff erent rates, reducing the pace of progression, 
introducing diff erent thresholds, deductions and exemptions.

3.  Tax progression can be regarded as part of the redistributive functions in public fi nance – it 
reduces social inequalities (the idea of social equity and vertical justice, i.e. treating diff erent 
groups according to their ability to pay taxes, personalised taxes based on income, family and 
health conditions).

4.  Introduction of fl at taxes can increase the tax burden for those who paid lower rates in the 
previous system (the issue of eff ective tax rates).

5.  According to the principle of diminishing marginal utility, tax progression does not indicate 
a heavy tax burden for high earners unlike in the case of low income taxpayers (with the in-
crease of income, additional increase in earnings is not the source of much greater satisfaction 
– it does not satisfy people’s signifi cant needs).

6.  Deductions and social benefi ts are signifi cant in the context of existing poverty.
7.  Th e research study conducted in 2006 by IMF economists indicates that there is hardly any 

evidence confi rming a positive impact of fl at taxes on CEE economies – economic growth in 
these countries can be attributed to other factors.

8.  Introduction of fl at taxes can result in higher VAT rates.
9.  Th e complexity of taxation does not always result from progression – it can be due to the defi ni-

tion of tax base and possible tax preferences.
10.  Progressive tax is an example of an automatic stabiliser of business cycles.
11.  Th e countries that apply progressive taxes include, among others, Belgium, Denmark, Finland, 

Luxembourg, France, Italy and Germany.
Source: the author’s own research and Gwiazdowski (2007, pp. 169-173); Hall, Rabushka (2007); Keen et al. (2006).
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3.6. Conclusions

Common tax policies are not likely to be implemented in the European Union in the 
next decade. Instead, a gradual process of convergence can be expected, especially 
in the face of globalisation challenges. Economic competition between the European 
Union and other countries of the world will have an impact on the functioning of 
enterprises. Th erefore, changes are likely in the area of indirect taxation and income 
taxes imposed on legal persons. Economic objectives have a transnational character, 
and, consequently, the harmonisation of tax policies could be stepped up. On the 
other hand, it is very diffi  cult to adopt common regulations in the area of social life, 
considering the greatly varied levels of wealth in EU societies, their scope of poverty, 
birth rates, demographic structures and technological advancement11. It should also 
be stressed that introducing common tax policies (especially related to deductions 
and exemptions in the taxation of natural persons) would aff ect the revenues of 
national budgets, having a positive (or negative) impact on fi scal consolidation. 

In conclusion, the unifi cation of tax policies without a negative eff ect on pub-
lic fi nance would only be possible if the European Union were transformed into 
a federation with one common budget. Member States would then constitute regions 
similar to Germany or the United States. It should be noted, however, that regions 
in federal systems can adopt their own fi scal policies related to regional budgets.

Th e benefi ts of tax harmonisation leading to the unifi cation of taxation include the 
following: an increased role of the distributive function in the entire European Union 
(reduced income inequalities), a greater transparency in imposing taxes, enforcing 
stiff er non-fi scal competition between companies, and, consequently, counteracting 
harmful tax competition. D. Mitchell (2009) argues, however, that tax harmonisation 
is a sensitive issue – it can also result in higher rates, and, consequently, a higher 
tax burden, being counterproductive. Tax revenue is not always higher because 
an informal economy exists and deteriorating business conditions could decrease 
employment rates. Th erefore, tax harmonisation cannot be opposed to positive tax 
competition if it aims to solve fi scal problems as well as stimulate economic growth. 
In this context attention should also be given to the Europeanisation of tax policies. 
Lower tax burdens along with structural reforms and growth-oriented expenditures 
in the European Union are likely to stimulate investment, improve the quality of 
delivered goods and services, and contribute to technological advancement without 
being detrimental to social causes.

11 According to Krajewska and Krajewski (2011, p. 253), the non-fi scal functions of taxation, 
which give consideration to economic and social targets, gained in signifi cance after World War II.



Chapter 3. Europeanisation and the Convergence of Tax Policies    71

References

Bénassy-Quéré, A., Trannoy, A., & Wolff , G. (2014). Tax Harmonization in Europe: Moving Forward, 
Conseil d’analyse économique, No. 14, Paris.

Bettendorf, L., Devereux, M. P, van der Horst, A., & Loretz, S. (2011). Corporate tax reform in the EU: 
Weighing the pros and cons. Retrieved from: http://voxeu.org/article/eu-corporate-tax-reform-weigh-
ing-pros-and-cons.

Cipriani, G. (2014). Financing the EU budget. Moving forward or backwards?, Centre for European Policy 
Studies, London.

Council Directive 90/434/EEC of 23 July 1990 on the common system of taxation applicable to mergers, 
divisions, transfers of assets and exchanges of shares concerning companies of diff erent Member 
States (OJ L 225).

Council Directive 90/435/EEC of 23 July 1990 on the common system of taxation applicable in the case 
of parent companies and subsidiaries of diff erent Member States (OJ L 225).

Council Directive 2003/48/EC of 3 June 2003 on taxation of savings income in the form of interest pay-
ments (OJ L 157).

Council Directive 91/680/EEC of 16 December 1991 supplementing the common system of value added 
tax and amending Directive 77/388/EEC with a view to the abolition of fi scal frontiers (OJ L 376). 

Council Directive 2003/49/EC of 3 June 2003 on a common system of taxation applicable to interest and 
royalty payments made between associated companies of diff erent Member States (OJ L 157).

Council Directive 2003/96/EC of 27 October 2003, restructuring the Community framework for the taxa-
tion of energy products and electricity (OJ 2003, L 283). 

Council Directive 2003/123/EC of 22 December 2003 amending Directive 90/435/EEC on the common 
system of taxation applicable in the case of parent companies and subsidiaries of diff erent Member 
States (OJ L 007).

Council Directive 2005/19/EC of 17 February 2005 amending Directive 90/434/EEC 1990 on the com-
mon system of taxation applicable to mergers, divisions, transfers of assets and exchanges of shares 
concerning companies of diff erent Member States (OJ L 58).

Council Directive 2008/118/EC of 16 December 2008 concerning the general arrangements for excise duty 
and repealing Directive 92/12/EEC (OJ 2009, L 9).

Council Directive 2009/133/EC of 19 October 2009 on the common system of taxation applicable to merg-
ers, divisions, partial divisions, transfers of assets and exchanges of shares concerning companies of 
diff erent Member States and to the transfer of the registered offi  ce of an SE or SCE between Member 
State (OJ L 310).

Council Directive 2011/16/EU on administrative cooperation in the fi eld of taxation and repealing Directive 
77/799/EEC (OJ L64).

Directive 2011/96/EU of the Council of 30 November 2011 on the common system of taxation applicable 
in the case of parent companies and subsidiaries of diff erent Member States (OJ L 345).

Council Directive 2014/48/EU of 24 March 2014 amending Directive 2003/48/EC on taxation of savings 
income in the form of interest payments (OJ L 111).

Directive 2014/86/EU of the Council of 8 July 2014 amending Directive 2011/96/EU on the common 
system of taxation applicable in the case of parent companies and subsidiaries of diff erent Member 
States (OJ L 219).

Council Directive 2014/107/EU of 9 December 2014 amending Directive 2011/16/EU as regards mandatory 
automatic exchange of information in the fi eld of taxation (2015), FISC 124, ECOFIN 755, Brussels.

Devereux, M. P., Loretz, S. (2012). What do we know about corporate tax competition?, Oxford University 
Centre for Business Taxation Working Paper No. 29, Oxford.

European Commission (2004). Preventing and Combating Corporate and Financial Malpractice, 
Communication from the Commission to the Council and the European Parliament, COM (2004) 611.



72    Part II. Macroeconomic Europeanisation

European Commission (2009). Promoting Good Governance in Tax Matters, Communication from the 
Commission to the Council, the European Parliament and the European Economic and Social 
Committee, COM (2009) 201 fi nal.

European Commission (2011). Tax reforms in EU Member States, Taxation Paper No. 28, European 
Commission, Publications Offi  ce of the European Union, Luxembourg.

European Commission (2015). Taxation Trends in the European Union, DG Taxation and Customs Union, 
Publications Offi  ce of the European Union, Luxembourg.

European Commission (2015a). Tax Reforms in EU Member States: 2015 Report, Working Paper No. 
58, Directorate General for Taxation and Customs Union, Directorate General for Economic and 
Financial Aff airs, Offi  ce for Offi  cial Publications of the European Communities European Union, 
Luxembourg.

European Commission (2015b). VAT Rates Applied in the Member States of the European Union.
Eurostat (2011). Taxation trends in the European Union. Data for the EU Member States, Iceland and 

Norway, Publications Offi  ce of the European Union, Luxembourg.
Gammie, M., Radaelli, C.M., Klemm, A. (2001). EU corporate tax reform. Report of a CEPS Task Force, 

Centre for European Policy Studies, Brussels.
Garnier, G., György, E., Heineken, K. et al. (2014). A Wind of Change? Reforms of Tax Systems since the 

launch of Europe 2020, Taxation Paper, Working Paper No. 49, Offi  ce for Offi  cial Publications of the 
European Communities, Luxembourg.

Gwiazdowski, R. (2007). Podatek progresywny i proporcjonalny. Doktrynalne przesłanki, praktyczne kon-
sekwencje, Wydawnictwa Uniwersytetu Warszawskiego, Warsaw.

Hall, R. E., Rabushka, A. (2007). Th e Flat Tax, Hoover Institution Press; 2nd edition New York.
Junevičius, A., Šniukštaitė, B. (2009). Tax harmonization and tax competition in European Union, 

“European Integration Studies”, No. 3.
Keen, M., Kim, Y. and Varsano, R. (2006). Th e “Flat tax(es)”; Principles and Evidence, IMF Working Paper, 

WP/06/218, International Monetary Fund, Washington D.C. 
Krajewska, A., Krajewski, P. (2011). Rozkład obciążeń podatkowych w Polsce, Acta Universitatis Lodziensis, 

Folia Oeconomica, No. 248, pp. 253-267.
Mitchell, D. (2009). Th e Economics of Tax Competition. Harmonization vs. Liberalization, Adam Smith 

Institute, Briefi ng Paper 2009, www.adamsmith.org.
OECD (1998). Harmful Tax Competition. An Emerging Global Issue, OECD Publications, Paris. 
Oręziak, L. (2009). Finanse Unii Europejskiej. Wydawnictwo Naukowe PWN, Warsaw.
Ruding, H. O. (2012). Th e Euro Crisis: Implications for the Internal market and Harmonisation of Corporate 

Taxes, Centre for European Policy Studies, CEPS Policy Brief No. 269, Brussels.
Schön, W. (2003). Tax Competiton in Europe, IBFD Publications, Amsterdam.
Sixth Council Directive 77/388/EEC of 17 May 1977 on the harmonization of the laws of the Member 

States relating to turnover taxes (OJ L 145).
Stabryła, K. (2004). Ocena rozwiązań we francuskim systemie podatków lokalnych, Zeszyty Naukowe AE 

w Krakowie, Cracow, No. 637, pp. 83-96.
Stabryła-Chudzio, K. (2012). W kierunku harmonizacji podatku dochodowego od osób prawnych – 

propozycje Komisji Europejskiej, [in:] Finanse w niestabilnym otoczeniu – dylematy i wyzwania. 
Finanse publiczne, T. Famulska, A. Walasik (Ed.), Zeszyty Naukowe Wydziałowe Uniwersytetu 
Ekonomicznego w Katowicach No. 108, Wydawnictwo Uniwersytetu Ekonomicznego w Katowicach, 
Katowice, pp. 516-525.

Towards a simpler, more robust and effi  cient VAT system tailored to the single market (2011), Communication 
from the Commission to the European Parliament, the Council and the European Economic and 
Social Committee, COM(2011) 851 fi nal, Brussels.

Treaty on the Functioning of the European Union (OJ 2012 C 326).
Wach, K. (2008). Własny biznes w Unii Europejskiej, Urząd Miasta Krakowa, Cracow.



Chapter 4

Europeanisation of Monetary Policy: 
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4.1. Introduction

Monetary policy, as the part of the macroeconomic policy mix that was delegated 
to a  supranational body, can be seen as arguably the most Europeanised element 
of the economic system in the EU. However, the European Central Bank (ECB) is 
not the only institution responsible for monetary policy in the EU – even if it obvi-
ously is the core element of the European System of Central Banks (ESCB). In this 
context it might be interesting to investigate the Europeanisation of monetary policy 
as a historical process with a  special emphasis on the underlying political interac-
tions, but also as a state – i.e. the extent of the true hegemony of the ECB over the 
national central banks (NCBs) remaining outside of the Eurosystem. Th us, one may 
note that the infl uential role of the ECB over the non-euro area members is parallel 
to the presumed, informal leadership of the Bundesbank over the central banks of 
the European Economic Community (EEC) in the European Monetary System (EMS) 
observed in the 1980s and 1990s.

First, we must defi ne what we understand by the term “Europeanisation”, 
related to monetary policy. According to the Europeanisation fl ow chart proposed 
by V.A. Schmidt (2002), there are three areas in which Europeanisation is demon-
strated: a) adjustment pressures across institutions in individual European countries; 
b) the impact of mediating factors of Europeanisation; and c) the potential outcome 

1 Th is research received fi nancial support from the resources granted to the Faculty of Econom-
ics and International Relations of the Cracow University of Economics as part of the subsidy for the 
maintenance of the research potential.
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of this process. In terms of monetary policy the facets of Europeanisation would then 
include: a) the impact of the hegemon’s (presumably Bundesbank’s or ECB’s) mon-
etary policy on monetary policy actions in a third country; b) this country’s monetary 
policy, as well as exchange-rate arrangements; and c) the degree of similarity between 
a country’s monetary policy and that of the hegemon. Additionally, the sources of 
the Europeanisation of monetary policy may be identifi ed using a general framework 
formulated by G. Menz (2005) in two dimensions:

• the top-down approach: set interest rates at a national level are prone to 
“pressure” coming from the Bundesbank / European Central Bank; although 
neither of them have formal ways of achieving such an impact, their policies 
may cause reactions at the domestic level;

• the bottom-up approach: NCBs try to adapt to the decisions of the Bundes-
bank / the ECB, as they try to bridge the gap between monetary conditions 
in  the EMU and those at home; this could be motivated by an on-going 
fi nancial integration or trade linkages.

In both cases, decisions made by national authorities bring them closer to poli-
cies undertaken by the hegemon, as well as the monetary conditions in Germany or 
the EMU, respectively.

Th e aim of this chapter is to present the processes and empirically assess the state 
of the Europeanisation of monetary policy. Th is will be achieved through a review 
of the literature related to the subsequent steps of monetary integration in Europe 
over the last fi ve decades, as the fi rst attempts to create a zone of monetary stability 
among EEC countries were made in the late 1960s. Against this background we will 
present the methods allowing for an evaluation of the “dependence” of monetary 
policy on the presumed leader. Th e empirical approach used in the paper is based 
on a causality test between the interest rate set by the ECB and those set by NCBs. 
Specifi cally, we employ the Toda-Yamamoto procedure to test for Granger-causality 
between the 3M EURIBOR rates and the corresponding market rates in nine coun-
tries outside of the EMU for the years 2000-2015.

We documented that the Europeanisation processes have been evolving since the 
creation of the “snake in the tunnel” arrangement in the 1970s, and they have been 
intensifying over time. We fi nd that the empirical measure that we propose leads to 
the conclusion that a high degree of monetary policy Europeanisation may be attrib-
uted to the monetary authorities in the following countries: Bulgaria, Croatia, the 
Czech Republic, Denmark, Poland, Romania, and Sweden. However, a signifi cantly 
weaker dependence on the policies of the ECB was found in the cases of the Bank 
of England and the Hungarian National Bank. Th is might lead to the conclusion that 
the Europeanisation of monetary policy is driven either by relatively weak trade and 
fi nancial linkages with the EMU (the case of the UK), or by controversial, unorthodox 
central bank policies, that seem to “lean against” the policies of the ECB (Hungary). 
At the same time, we do not establish any clear-cut relationship between a high or 
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low degree of Europeanisation or such characteristics as the size of an economy or 
its exchange-rate arrangements. Th e empirical results are presented and discussed 
also in the context of the recent euro zone crisis.

4.2. Historical and Institutional Background

Even if it might be justifi ed to look for the root causes of the Europeanisation of 
monetary policy in the times when the gold standard of even bimetallism prevailed 
on the continent, the focus of this chapter will naturally be on the post WWII period. 
In the late 1940s the evident monetary goal was to re-establish the convertibility of 
European currencies and to facilitate trade between the countries ravaged by the 
 cataclysm and to reap the benefi ts of the Marshall Plan. Th e fi rst institutional arrange-
ments that refl ected this necessity were the Organisation for European Economic 
Cooperation (OEEC) and the European Payments Union established, respectively, in 
1948 and 1950 (Delivorias, 2015, p. 1). However, most European currencies became 
de facto convertible in the last days of December 1958, and de jure (under article 
VIII of the IMF) only in February 1961 (Bordo, 1993, pp. 23-25). Th us, any real 
coordination of monetary policies became feasible only in the 1960s. Moreover, as 
the Bretton Woods system was perceived as relatively stable between 1959 and 1968 
(Bordo, 1993, pp. 49-74), there was little or no motivation to advance European 
monetary integration.

Since that moment, which corresponded not only to the important tensions within 
the Bretton Woods system but also to the achievement of the fully-fl edged customs 
union within the EEC, a number of political initiatives started to emerge. Th e fi rst 
infl uential political call for a greater coordination of economic policies and monetary 
cooperation was the Barre Memorandum of February 1969. Th e Hague conference, 
which took place in December of the same year, formally delegated the task to study 
the feasibility of a common currency in Europe to the committee chaired by Pierre 
Werner (then the Prime Minister of Luxembourg). Th e fi nal output of this working 
group (the Werner Report) was delivered in October 1970 and proposed the achieve-
ment of a monetary union within 10 years through a three-stage process2 (Ungerer, 
1997, pp. 104-105). Interestingly, even though the Werner Report clearly favoured the 
introduction of a common currency over a system of “hard” fi xed exchange rates, the 
latter was assessed as an almost equally viable option (Eichengreen, 1993, p. 1323).

However, the oil shocks and the resulting infl ation accompanied by the monetary 
turmoil, implied by the weakening Bretton Woods system, made the governments 
and societies much more sceptical with respect to a deep and institutional monetary 

2 Th e necessary steps towards the common currency assumed: a) irreversible convertibility of 
currencies; b) free movement of capital; and c) permanent locking of exchange rates.
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integration. On the other hand, the same events revealed the need for some kind 
of cooperation, which became a reality under the form of the monetary “snake”. 
It meant restricted fl uctuation margins compared to the Bretton Woods “tunnel”, 
itself widened to ±2.25% in line with the Smithsonian Agreement of December 1971. 
Th e new rules aimed at limiting the bilateral fl uctuations of European currencies to 
a maximum range of ±2.25%, i.e. the same range as against the USD. Without such 
an explicit arrangement (set by a decision of the EEC Council in March 1972), the 
bilateral exchange rates of the currencies might have varied by up to 9% over time 
and up to 4.5% in any moment, if one currency appreciated while the other depreci-
ated by the maximum margin against the dollar (BIS, 1972, p. 131-132). Interestingly, 
the very same Bank for International Settlements, that since 1964 hosted the meet-
ings of the Committee of Governors of the central banks of the Member States of 
the EEC, was the administrator of the “snake” and later provided the secretariat for 
the European Monetary System and acted as its agent (BIS, 2007, p. 4). Th is might be 
seen as an attempt to conceal the in fact dominant role of the German Bundesbank 
among the central banks of the countries involved in the integration process.

Given the diff erences in infl ation rates as well as the heterogeneous preferences 
of the countries participating in the snake, the arrangement was quite unstable in 
the turbulent times of the 1970s (oil shocks, defi nitive collapse of the Bretton Woods 
system, banking crisis in Germany following the bankruptcy of the Herstatt Bank, 
etc.). Th is instability can be illustrated by numerous devaluations and exits from the 
snake before its defi nitive end in 1979. Th us, it is only a dim memory of the solemn 
plans of the Werner Report.

Th e next, and much more successful, institutional attempt of coordinating 
exchange rate policies was the European Monetary System (EMS). Even if Eichengreen 
(1993, p. 1323) assesses the EMS as rather modest compared to Werner’s Plan, it 
survived until the launch of the euro area in 1999 and became an important ele-
ment of the nominal convergence process. Th e EMS consisted of three main ele-
ments: the Exchange Rate Mechanism (ERM), the European Currency Unit (ECU) 
and credit mechanisms: very short-term fi nancing (VSTF), short-term monetary 
 support (STMS), and medium term-fi nancial support (MTFS).

Th e ERM was seen as a “supersnake” (Cohen, 1981, p. 2). It was a continuation of 
the previous arrangement in terms of the allowed fl uctuation bands, but signifi cantly 
strengthened by the establishment of the other elements. Th e ECU was constructed 
as a basket of the EEC currencies (including those which more or less temporarily 
withdrew from the system). Th e importance of the ECU as the numéraire of the sys-
tem was additionally reinforced by its function of “divergence indicator”. In fact, even 
if the ERM was a grid of bilateral exchange rates, thus necessitating the intervention 
of both central banks whose currencies reached the margins of the fl uctuation bands, 
the central parities were determined by the ECU cross exchange rates. Moreover, 
a divergence from the ECU rate was seen as an early warning calling for a  policy 
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adjustment or suggesting an “intra-marginal” intervention by the central bank whose 
currency was departing from the weighted average (ECU). Th e main function of 
the newly established and unlimited VSTF was to provide the necessary means for 
exchange rate interventions, whereas the already existing STMS and MTFS were 
signifi cantly extended and aimed at supporting countries with a more persistent or 
even structural balance of payments problem.

Th e early studies (de Vries, 1980; Cohen, 1981) as well as the very Resolution of 
the European Council of 5 December 1978 on the establishment of the European 
Monetary System were presenting the EMS as a basis for the creation of the 
European Monetary Fund (EMF). However, in spite of a two-year deadline set in 
the Resolution, the EMS and the related arrangements were never transformed into 
the EMF. Th us, though falling short of the Europeanisation ambitions, the EMS 
provided for an institutional setup, which was able to evolve towards a fully-fl edged 
monetary integration.

Th is, however, did not happen without signifi cant tensions, the most evident 
of them being the largely unexpected currency crisis within the EMS in 1992-1993 
(Rose & Svensson, 1994). But even before the crisis the system’s operation was not 
perfectly smooth. Padoa-Schioppa (1988) distinguished three theoretical phases of 
EMS functioning: “consolidation”, “the inconsistent quartet”, and “monetary union”. 
In reality, the “consolidation” was indeed translated into “a turbulent start” (1979 – 
March 1983), “a calmer intermediate phase” (until January 1987) and “an EMS with-
out realignments” (Gros & Th ygesen, 1992). Th is last episode (1987-1990) was also 
labelled the “New” EMS by Giavazzi and Spaventa (1990), but their evaluation of the 
EMS experience and credibility in the eve of its crisis was certainly overoptimistic.

Th e 1992-1993 crisis within the EMS constitutes without any doubts a turn-
ing point in its history and makes the Europeanisation narrative much less linear. 
Eichengreen (2000) points out a number of important elements of its context. Th e 
political context included such events as the German reunifi cation or referenda on 
the Maastricht Treaty in Denmark – lost – and in France – uncertain. Th e economic 
context covered the suboptimal policy mix in Germany (expansionary fi scal stance 
accompanied by a very restrictive monetary policy), the entry of the British pound 
into EMS at a signifi cantly overvalued rate as well as still unachieved convergence 
processes. Th e speculative attacks against the pound and the Italian lira on 15 and 
16 September 1992 led to their withdrawal from the EMS. One week later France 
succeeded to defend its peg only at the cost of a signifi cant loss of foreign reserves. 
In the next few months other countries were forced to devalue their currencies 
(Spain, Portugal, Ireland), to abandon their (unilateral) peg to the EMS (Sweden 
and Norway) or at least to signifi cantly increase interest rates (Denmark). Th e crisis 
was averted only by a very considerable widening of the allowed fl uctuation margins 
to ±15% in July 1993 (Eichengreen, 2000). Since that moment, the ERM operated 
smoothly until the achievement of stage three of the Economic and Monetary Union, 
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i.e. until the end of 1998. However, it seems somewhat controversial to call the 30%-
wide fl uctuation bands a fi xed exchange rate arrangement.

In his assessment of the EMU, Loureiro (1996) concludes that the design of 
the EMS exposed a clear confl ict between two facets of central bank policies: inter-
nal (keeping overall control over the money supply) and external (stabilising the 
exchange rates as well as keeping a suffi  cient amount of international reserves). 
Loureiro also proves that smaller European countries, such as the Netherlands, lost 
the independence of their monetary policy, which may be interpreted as a com-
plete – yet involuntary – Europeanisation. Th e long-run stability of exchange rates 
needed either accepting large amounts of international reserves in order to carry 
out foreign exchange operations or sacrifi cing a country’s monetary autonomy. Th e 
latter meant following the decisions made by the Bundesbank. At the same time, 
it may be proven that during the 1980s France and Italy, two large EMS econo-
mies, pursued independent monetary policies. Th e eff ects of the EMS for these two 
infl ation-prone members of the system remain mixed. On the one hand, accession to 
the EMS increased the discipline of their central banks and restricted infl ation rates. 
On the other hand, Loureiro (1996) sees the monetary policies of France and Italy in 
the 1980s as counterproductive, since they tried to independently change the inter-
est rates at home, while partly controlling the exchange rate volatility. Th e situation 
changed after 1987, the period known as the “New EMS”, when the degree of con-
vergence of monetary policies among the members signifi cantly increased. However, 
this convergence did not lead to an increased credibility of individual central banks, 
and thus it did not translate into a greater stability in the face of the deep recession 
that Europe faced in the early 1990s. Loureiro concludes that the Europeanisation 
of monetary policies in individual countries was ultimately insuffi  cient for the 
entire EMS to survive its own breakdown, which eff ectively slowed down monetary 
integration in Europe.

Empirical studies on the functioning of the EMS investigate the transmission 
mechanisms of monetary policy in terms of their domestic eff ects on macroeconomic 
variables as well as on the “Europe-wide economic system”. Th e key to evaluate the 
common monetary policy is to establish the cross-country diff erences and inter-
national spill-over eff ects of changes in interest rates. However, these studies are 
subject to methodological controversies, such as various modelling approaches to 
the monetary transmission mechanism. Using robust Bayesian estimation of time-
varying monetary policy shocks, Ciccarelli and Rebucci (2002, 2003) gathered rel-
evant evidence for four major EU economies: Germany, France, Italy and Spain. 
Th e monetary policy reaction functions that they obtained allow for synchronic and 
lagged interdependencies among economies. Interestingly, they found that the dif-
ferences in monetary policy shocks in these economies diff ered mostly in terms of 
timing rather than cumulative magnitude. Th e fi nal outcomes of interest rate dis-
turbances on economic activity were homogenous in Germany, France and Italy, yet 
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the propagation mechanisms of the shocks were dissimilar, with sizable diff erences 
in the case of Spain. What is more, the observed heterogeneities did not diminish 
over time, even after 1999 when the EMU was launched, and the ECB took over the 
common monetary policy.

4.3. Methods and Previous Empirical Research

Th e aim of the empirical part of this chapter is to answer the question whether mon-
etary policies in the EU Member States are Europeanised. We mainly focus on the 
EU economies outside the euro zone, both the so-called old and new EU members. 
We exclude countries within the euro zone and assume that their monetary policies 
have already been Europeanised, in a sense that they have – at some point – adopted 
the common currency, and are subject to decisions made in Frankfurt.

Th is question, however, needs to be narrowed down and operationalised in order 
to get meaningful empirical answers. Th e core problem we face, when preparing 
to measure the Europeanisation of monetary policy, is the choice of appropriate 
approximation and indicators of the monetary policy stance in European countries. 
Th ere has been an on-going theoretical and empirical argument regarding the most 
accurate measures of monetary policy actions. Th e initial approaches emphasised 
the role of monetary aggregates, but along with the spreading of direct infl ation 
targeting and interest rates rules, their empirical usability was questioned (Belke & 
Polleit, 2009, pp. 58-70). Finally, aggregate measures lost ground to the Wicksellian 
loanable funds theory and deviations of interest rates from the neutral levels in 
canonical New Keynesian models, such as the one provided by Woodford (2009). 
Among other potential measures of a monetary policy stance, we can point to the 
extraction of the systematic component of monetary policy (Sims & Zha 2006), as 
well as the complex approach of “looking at everything” developed by Bernanke and 
Boivin (2003)3.

If we decide to use interest rates as an indicator of monetary policy stance, 
we have to be aware of their changing term structure (diff erent sections of yield 
curves) that is dependent on the detailed functioning of the monetary transmission 
mechanism4, and the fact that market interest rates, contrary to offi  cial ones, may 
be infl uenced by factors other than domestic monetary policy. Yet they have the 
advantage of capturing broader monetary conditions, including the ECB unconven-
tional monetary policies, such as Outright Monetary Transactions, transmitted via 

3 Bernanke and Boivin (2003) built a comprehensive indicator of monetary policy in “a data-rich 
environment”, using the Factor-Augmented Autoregression (FAVAR) model. Its components include 
215 observed and forecasted fi nancial and macroeconomic variables.

4 A comprehensive study, including both neoclassical and fi nancial channels of the monetary 
transmission mechanism, is provided by Boivin, Kiley and Mishkin (2010).
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the portfolio balance channel and the liquidity channel of monetary policy, as well as 
expectations on the future path of interest rates (Janus, 2016). We need to underline, 
however, that the Europeanisation of monetary policy does not necessarily assume 
the convergence in levels of interest rates. It rather implies that decisions in domestic 
monetary policy are induced by decisions made in the euro area, in the following 
scheme: monetary policy stance of the ECB → interest rates in the EMU → domestic 
monetary policy stance → interest rates in a given country.

A survey of the recent empirical literature on causality of changes in interest rates 
in the EU yields confl icting results. Crespo Cuaresma and Wojcik (2006) estimated 
a dynamic (time-varying) conditional correlation of the interest rates in three then 
new EU members – the Czech Republic, Hungary and Poland – with the interest 
rates in Germany. Th ey conclude that the standard proposition that fl oating exchange 
rate arrangements provide a country with a larger degree of monetary independence 
was true for the Czech Republic, but false for Hungary and Poland. Capraru and 
Ihnatov (2011) investigated the eff ects of the EMU interest rates movements to the 
new EU member countries outside the EMU. Using models with conditional hetero-
skedasticity, they found that altogether monetary policies in these countries exhibit 
a long-run dependency on the monetary conditions in the euro area. However, there 
are signifi cant periods when countries with fl oating exchange rate regimes tend to 
over-adjust to movements in interest rates in the EMU, making them sensitive to 
actions of the ECB. Hsing (2013) has examined the “monetary autonomy” of seven 
new EU countries outside the EMU. He has found that countries with de jure fl oat-
ing exchange rates (particularly Poland and the Czech Republic), which theoretically 
have a greater potential for monetary autonomy, voluntarily adjust their interest rates 
to those in the euro area. Th e author has also concluded that Romania and Hungary 
are less sensitive to changes in interest rates in the EMU. Such mixed conclusions 
leave room for a further empirical investigation in this fi eld.

A widely-used way to capture dynamic relationships among variables is the vec-
tor auto-regression (VAR) model, proposed by Sims (1980). Its main aim is to avoid 
limitations of identifi cation in large-scale macroeconomic models, and to give a prac-
tical tool for testing macroeconomic hypotheses. Th e model may be written in the 
following representation (Greene, 2003, p. 586):

 yt = μ + Γ1 yt–1 + ... + Γp yt–p + εt , (4.1)

where yt and its lagged values are statistical data (time series), and εt represents 
the vector of nonautocorrelated disturbances with zero means and the covariance 
matrix given by E[εt εt' ] = Ω. Th is setting allows the researcher to avoid strong 
a priori assumptions regarding the potential exogeneity of variables. As equation (1) 
only includes lagged (predetermined) variables on the right-hand side, all of them 
may be treated as endogenous, and as such this setting can be tailored to various 
underlying theoretical models (e.g. Beck & Janus, 2014). Within such a  scheme, it 
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is also possible to test for potential causal relations among time series, such as the 
Granger causality.

Th e idea of Granger causality (Granger, 1969) is based on the notion that the 
“causal relation” exists if the developments of a time series y may be predicted 
more accurately with the use of a time series x than without it. Formally, the tested 
hypothesis states that “x does not Granger-cause y”, which may be considered as 
the following conditional expected values of a strong form of exogeneity:

 E[(yt|yt–1, xt–1, xt–2, ...)] = E[(yt|yt–1)], (4.2)

where lagged values of xt do not provide additional information on the conditional 
mean of yt, once we account for lagged values of yt itself. Th e rejected null hypoth-
esis at the given signifi cance level leads to the conclusion that there is a suffi  cient 
condition for a causal relationship between variables. In consequence, regarding the 
Europeanisation of monetary policy, we explicitly test the hypothesis that changes in 
domestic interest rates (e.g. in the UK, Poland or Sweden) are not driven by changes 
in euro zone interest rates (these are infl uenced by the policies of the ECB).

Th e specifi cation in the equation (1), however, is based on the assumption that 
for the model to be stable all the time series should be weakly stationary, with a con-
stant mean and a fi nite variance (Greene, 2003, pp. 649-655). Variables, such as inter-
est rates, are expected to be non-stationary, and building a model using levels instead 
of fi rst diff erences of variables brings more robust results. According to the theorem 
proven by Granger (1988), in one of his later papers, if two variables are co-integrated 
then at least one-way Granger causality exists between them. Consequently, once 
time series are non-stationary, to obtain a  well-specifi ed model, we would have to 
employ a formal co-integration procedure, such as the one presented by Johansen 
and Juselius (1990). Th is approach, however, is not well-suited for models with a large 
number of variables, when it is expected that most of them are co-integrated, which 
is the case in the analysed setting.

In order to facilitate econometric modelling in this type of environment, Toda 
and Yamamoto (1995) proposed an alternative way to test for Granger causality when 
dealing with non-stationary, and possibly co-integrated variables. Th is approach 
seems plausible, as we are not interested in a co-integrating relation by itself, but 
rather in the problem of causality between variables. Th is is the case in modelling 
interest rate levels in the EU. Instead of beginning the construction of the model 
by establishing co-integration relations, we adopt the assumption of the so-called 
implicit co-integration, subsequently adding lagged endogenous variables into the 
systems. Th e Toda-Yamamoto procedure may be summarised in four basic steps:

• testing of all the variables for stationarity, and determining their maximum 
order of integration (m);

• testing for the appropriate number (p) of lags in the VAR model, using the 
conventional information criteria (such as Akaike Information Criteria, AIC);
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• setting-up a VAR model in levels of variables, regardless of the possible time 
series’ non-stationarity, and checking the specifi cation of the model (e.g. no 
serial correlation in residuals);

• adding extra m lags to every equation already estimated with p lags.
Once the procedure is completed, the Wald test statistics are bound to be 

asymptotically chi-square distributed under the null hypothesis in the Granger-
causality test.

4.4. Data and Estimation

Th e fundamental empirical relationships in the model need the two following areas 
to be determined: the investigated countries and the exact type of used interest rates. 
Currently there are nine countries in the EU outside of the EMU (see below), and we 
include data on all of them in the model. In terms of monetary policy, we decided 
to use time series on 3-month interbank (money market) off ered interest rates. Th is 
choice is justifi ed by the previously mentioned literature review, particularly the fact 
that they are highly responsive to shifts in offi  cial domestic interest rates (Belke 
& Polleit, 2009, pp. 151-192). Yet another reason stems from the availability and 
comparability of the data on 3M interest rates – all of the used time series may be 
retrieved from the ECB Statistical Warehouse5. Altogether we include the follow-
ing interest rates: euro area (EURIBOR), Bulgaria (SOFIBOR), Croatia (ZIBOR), the 
Czech Republic (PRIBOR), Denmark (CIBOR), Hungary (BUBOR), Poland (WIBOR), 
Romania (ROBOR), Sweden (STIBOR), and the United Kingdom (LIBOR). Th e 
monthly data covers the period from January 2000 through June 2015 (186 entries), 
with the exceptions of two countries: Croatia which starts from January 2004, and 
Romania which begins in July 2005 (Figure 4.1).

In the preliminary stage of modelling we run tests on the retrieved time series 
with the aim of determining their order of integration. As often suggested in the 
related literature, we complementarily use the augmented Dickey-Fuller test (ADF) 
for the presence of unit root (Said & Dickey, 1984), as well as the Kwiatkowski-
Phillips-Schmidt-Shin test (1992) (KPSS), based on the Lagrange multiplier with the 
null hypothesis that the given time series is weakly stationary, which we run using 
the Newey-West estimator. Th e ADF test is performed in three parametrisations: 
with no restrictions, intercept, and trend and intercept, while the KPSS test in the 
latter two variations (Table 4.1).

5 Th e co-movements of money market interest rates within the euro area are annually pre-
sented in the report “Financial Integration in Europe” published by the European Central Bank (see 
ECB, 2015).
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Figure 4.1. Th ree-month money market interest rates in the euro area and nine EU countries 
(max. 2000:01-2015:06).

Source: own elaboration based on the ECB Statistical Data Warehouse.

Table 4.1. Stationarity tests for the time series of 3M money market interest rates (max. 
2000:01-2015:06).

Country
ADF (p-values) KPSS (test results)

None Intercept Trend and 
intercept Intercept Trend and 

intercept
euro area 0.157 0.699 0.478 I(1)*** I(1)*
Bulgaria 0.162 0.850 0.896 I(1)** I(1)***
Croatia 0.122 0.295 0.155 I(1)*** I(1)*
Czech Republic 0.031 0.497 0.589 I(1)*** I(1)*
Denmark 0.122 0.627 0.509 I(1)*** I(1)**
Hungary 0.226 0.660 0.491 I(1)*** I(1)**
Poland 0.000 0.051 0.438 I(1)*** I(1)***
Romania 0.236 0.793 0.692 I(1)*** I(1)**
Sweden 0.093 0.407 0.270 I(1)** I(0)
United Kingdom 0.087 0.640 0.663 I(1)*** I(1)**

Signifi cance levels: (***) 0.01, (**) 0.05, (*) 0.1.

Source: own calculations.

Th e results of the ADF tests almost unanimously lead to the conclusion that all 
given time series contain unit roots, except for several results of tests with no inter-
cept or trend, and signifi cance levels higher than 0.01. Th e KPSS tests indicate that 
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all the variables are integrated in the order of one, the majority of them at 0.01 level 
of signifi cance. However, we must note the minor exception of Sweden, where 3M 
interest rates are considered to be stationary, according to the KPSS test with trend 
and intercept. Cross-checking both tests determines the maximum order of integra-
tion that is then included in the VAR model, which is crucial for further modelling 
according to the Toda-Yamamoto procedure.

After obtaining the estimated model parameters, we test the overall goodness of 
fi t of the model – serial correlation and stability of unit roots, and conclude that it 
may be employed in further investigation. Using conventional information criteria, 
we establish extra lags of endogenous variables in each equation. Th e Akaike and 
Hannan-Quinn criteria point to the p = 4 optimal number of lags, which is also con-
fi rmed by the fi nal prediction error. Despite the fact that the Schwartz information 
criterion indicates p = 1 lags, we proceed with the estimation of the model with four 
lagged variables. We then add additional lag (m = 1), following the Toda-Yamamoto 
procedure, in order to employ the augmented Granger-causality test.

4.5. Empirical Results and Discussion 

We carry out the augmented Granger-causality tests in pairs for the EMU – as a proxy 
for the ECB policy – and each of the nine countries (see Table 4.2). Firstly, it must 
be highlighted that in the majority of the cases the tests point to a Granger causality 
between 3M money market interest rates. In terms of the tested hypothesis, this may 
be considered as the Europeanisation of the monetary policies in these countries. 
Th ere are as many as six countries with p-values smaller than 0.01: Bulgaria, Croatia, 
the Czech Republic, Denmark, Romania, and Sweden. At the fi ve-percent statistical 
signifi cance level it is true for relatively large economies, such as Poland or Romania, 
as well as for relatively small economies, for instance Denmark and Croatia. Th ere is 
also no clear dependence on a country’s exchange-rate regime – countries with de 
facto pegged exchange rates, such as a currency board (Bulgaria) or a conventional 
peg (Denmark), economies with de facto free fl oating (e.g. Poland and Sweden), and 
EU members with other arrangements (e.g. Croatia and the Czech Republic) exhibit 
F-statistics high enough to reject the null hypothesis6.

Th ere are, however, two cases in which the Granger-causality was not detected. 
Th e fi rst one is the United Kingdom, with a p-value of 0.13467. Th is fact may be 
attributed to several factors. Th e UK exhibits relatively weaker trade and fi nancial 
connections with the rest of the EU, and stronger ties to the US, as well as the 

6 Exchange rate arrangements as indicated by the IMF (2014).
7 It is worth noting that the reversed Granger-causality – from the UK to the EMU – was also not 

detected, as the F-Statistics of the corresponding test are 1.265 (p-value 0.2730).
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Commonwealth economies. One may also point out the bold involvement of the 
Bank of England in quantitative easing policies, such as the Funding for Lending 
Scheme, especially in the wake of the fi nancial crisis in 2007-88. Th ese policies 
brought down interest rates in the UK relatively early, when the ECB was pursuing 
policies considered to be moderate, and – under chairman Trichet – was reluctant 
to engage in more comprehensive monetary easing (Stanek & Janus, 2012). Th e other 
case in which we do not reject the null hypothesis of the Granger-causality test is 
Hungary, with a p-value of 0.5630. Th is result may be attributed to the country’s 
divergence from European policies after the outburst of the fi nancial and economic 
crisis, particularly since 2010. Th e low degree of monetary policy Europeanisation 
in Hungary in recent years may be the eff ect of its policies on loans denominated 
in foreign currencies, as well as changes in the Hungarian central bank indepen-
dence. Th is part of the analysis seems to partly corroborate previous research in this 
area. Similarly to Hsing (2013), we fi nd a low degree of causality of interest rates in 
Hungary, but contrary to his results, our model suggests that Romanian interest rates 
strictly followed these of the ECB.

Overall, the obtained results support the notion of a high degree of Europeanisation 
of monetary policy from 2000 to 2015. Th e monetary conditions in the EMU, as mea-
sured by the 3-month interbank interest rates, constitute strong predictors for cor-
responding interest rates in other EU economies. What is more, the cases in which 
we established a causal relationship of interest rates may lead to the conclusion that 

8 Th e majority of the empirical research on unconventional monetary policy leads to the con-
clusion that the actions of the Bank of England in the zero lower bound environment were the most 
intensive of all major central banks, including the Federal Reserve (see Fawley & Neely, 2013).

Table 4.2. Augmented Granger-causality tests for the euro area and nine EU countries.

Countries: depen-
dent variables

Euro area: independent variable

F-Statistics P-value Granger causality
Bulgaria 7.753 0.0000 Yes
Croatia 5.984 0.0002 Yes
Czech Republic 8.757 0.0000 Yes
Denmark 17.1932 0.0000 Yes
Hungary 0.746 0.5630 No
Poland 2.871 0.0246 Yes
Romania 4.229 0.0032 Yes
Sweden 6.133 0.0001 Yes
United Kingdom 1.782 0.1346 No

Source: own elaboration.
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the Europeanisation of monetary policy is vastly a matter of the reaction functions 
of national monetary authorities, and it seems to be independent from specifi c de 
facto exchange rate arrangements of a given country.

4.6. Conclusions

Th e aim of this chapter was to assess the current state and processes surrounding 
the Europeanisation of monetary policy. We set out by outlining the historical and 
institutional background of convergence in monetary policies in Europe. Th e analy-
sis includes the fi rst political initiatives to launch monetary integration, such as the 
Werner Report and the creation of the monetary “snake” in the 1970s. After a severe 
period of oil-shocks and high infl ation, the Europeanisation of monetary policies was 
supported by the creation of the EMS. Despite the eff orts of the NCBs to reconcile 
domestic monetary policy goals and exchange rate stability, the crisis of 1992-1993 
exposed various weaknesses of the EMS, e.g. the poor credibility of national mon-
etary authorities. Arguably, eff orts of the European monetary integration eventu-
ally led to a – voluntary or involuntary – reduction in the degrees of independ-
ence of the NCBs, as well as to a convergence in the monetary shocks in the major 
European economies.

In the second part of the chapter we used the Toda-Yamamoto procedure 
to estimate a  VAR model with implicit co-integration, and to test for augmented 
Granger-causality (strong exogeneity) among 3M market interest rates. We treat 
those rates as a rough approximation of the monetary policy stance in the EMU 
and other EU countries for the period 2000 to 2015 (with minor exceptions for the 
time series in Croatia and Romania). We found that changes in these rates could not 
be predicted by changes in market rates in the euro zone (EURIBOR) only in two 
cases: the UK (LIBOR) and Hungary (BUBOR). Consequently, we assume that the 
degree of Europeanisation is the lowest in these two countries and may be attrib-
uted to structural and political factors, such as the relatively weak ties between the 
British economy and other European economies, as well as the unorthodox policies 
undertaken by the Hungarian National Bank in recent years. Th e Granger-causality 
between the 3M rates was detected in all the other countries (Bulgaria, Croatia, 
the Czech Republic, Denmark, Poland, Romania and Sweden), irrespective of their 
 economic size or exchange rate arrangements.

We are nonetheless aware of the limitations of the empirical part of our study. 
Such an investigation would strongly benefi t if we could directly determine the deci-
sion making of national authorities and, in a  dynamic manner, their response to 
decisions of the ECB. A natural next step would thus be to estimate and compare the 
explicit forms of reaction functions of the NCBs, involving a broad set of variables: 
foreign and domestic interest rates, exchange rates, etc. Another valuable extension 



Chapter 4. Europeanisation of Monetary Policy: Roots and Causes    87

would be to have interest rate shocks estimated in a time-varying manner, which 
allows for capturing the evolution in the common and idiosyncratic components of 
monetary policy shocks across EU countries.
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Chapter 5

Euroisation and the Euro 
as a Global Currency1

Rafał Riedel
Opole University

5.1. Introduction 

One of the famous predictions around the time of the euro introduction claimed that 
the euro zone would end up teaching us more about economics compared to what 
economics could teach us about the euro zone (Münchau, 2013). From the perspec-
tive of time, it is relatively easy to positively confi rm this statement. Euroisation taught 
us many important lessons which need to be taken into account both by the euro 
zone members and the outside world. In this chapter the lessons that are in focus 
deal with the issue of Euroisation, its various ways of understanding, selected deter-
minants and diversifi ed outcomes (especially from the Central and Eastern European 
point of view) as well as the euro and its potential to become a global currency.

Th e launch of the euro provoked a lot of enthusiasm among many observers, 
analysts and scholars who wrote excessively optimistic pieces on the euro’s alleged 
prospects for becoming an international currency. Th e considerable size of the euro 
zone economy and its integration in international trade justifi ed these hopes, thereby 
identifying the single currency as a serious challenger to the U.S. dollar (Faudot, 2015).

Th is was motivated by two important objectives – fi rst: to insulate Europe from 
the vagaries of the dollar, and second: to address the problems faced by the European 
Monetary System, that is, speculative attacks on the currencies of peripheral Europe 
and regional hegemony of a sovereign currency, the deutsche mark (Faudot 2015, 
p.  52). However, the euro failed to meet all the standards of an international cur-
rency, which has to fulfi l classical money functions: to be a unit of account, medium 
of exchange as well as store of value.

1 Th is research study received fi nancial support from the resources granted to the Faculty of 
Social Sciences of the Opole University as part of the subsidy for the maintenance of the research 
potential.
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Nevertheless, the euro does perform some of the above-mentioned functions. 
If in a  transaction between two partners from diff erent countries (economies) the 
currency used is neither the currency of the exporter nor that of the importer, the 
third currency used is known as the “vehicle currency”. Undoubtedly, today the euro 
performs such a function in its direct environment – it is largely used at the European 
regional level, which includes countries that are not euro zone members. However, 
at the international level, euro invoicing remains unusual in most countries of the 
world, all the more so if no European countries are involved in the deal. Th at is why 
the euro cannot be viewed as a vehicle currency (Faudot 2015, p. 61).

Nevertheless, a fully-fl edged international currency is a currency that is used 
outside of the given country as a unit of account, medium of exchange, and means 
of accumulation. An international currency performs all the functions of money 
in an international dimension. Th e international role of the euro refers to the use 
of the euro in global markets and by residents of countries outside the euro area. 
Non-euro area residents may use the euro, for instance, in payment transactions or 
fi nancial market transactions with euro area residents or with other non-residents. 
In particular, the euro is used by the offi  cial sector of several non-euro area countries 
(e.g. in Central and Eastern European economies) as a reserve currency, as an anchor 
currency or as an intervention (Puszer, 2014, p. 78).

Th e Central and Eastern European perspective on the euro zone is a complex one. 
On the one hand, the majority of countries of the 2004, 2007 and 2013 enlargements 
belong to the Euroclub. On the other hand, the largest economies of the region, 
that is Poland, Hungary and the Czech Republic (based on population, territory and 
GDP) stubbornly stay outside without much prospect of joining in the foreseeable 
future. Both the insiders and outsiders grew relatively fast, both groups had similar 
experiences with the economic crisis. Citizens do not see much diff erence, whether 
they are better off  inside or outside. Nevertheless, several Eastern European countries 
already peg their currency to the euro or to a currency basket that includes the euro 
(among those that did not adopt the euro in the past) (Brown & Stix, 2014).

5.2. Materials and Methods 

A closer look at the scientifi c literature on how Euroisation has been defi ned and 
researched brings about little clarity. Th erefore, this chapter aims to look at the con-
ditions, determinants and consequences of currency substitution – the direct and 
indirect ones – as well as to discuss them in the context of the sources of European 
monetary integration.

Th e term Euroisation (or any other currency internationalisation, for example: 
dollarisation) refers to a variety of cases in which a domestic currency is to a certain 
degree substituted by a foreign currency. Th e fi rst identifi able distinction is between 
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offi  cial and unoffi  cial Euroisation. While offi  cial Euroisation implies legally approved 
foreign currency use for all money functions, unoffi  cial Euroisation represents a situ-
ation in which both the domestic and foreign currencies are used simultaneously but 
the foreign currency is not legal tender. Unoffi  cial Euroisation comes in diff erent 
forms: currency substitution (the foreign currency takes on the medium of exchange 
function), asset substitution (the foreign currency takes on the store of value and 
unit of account functions) and real Eurosation (the foreign currency is used for the 
denomination of prices and wages). Instead of asset substitution, during the last dec-
ade the literature coined the term fi nancial Euroisation, further divided into deposit 
and credit Euroisation. Deposit Euroisation is the propensity of households, enter-
prises, and even governments to hold deposits in a foreign currency, while credit 
Euroisation is the propensity of commercial banks to approve loans either in a foreign 
currency or indexed to a foreign currency (Ivanov, Tkalec, & Vizek, 2011, p. 232).

Th is relates not only to situations where some countries decide to drop their own 
currencies and adopt the euro. Th is operation positions itself in the broad concept 
of Euroisation, however, there is a number of more nuanced phenomena that hide 
under this category. Among them, there is the Euroisation of savings, when citizens 
decide to keep their deposits in the euro instead of their own national currency. Th e 
measure of currency substitution is the value of foreign currency notes circulating in 
the economy (as a means of payment and a store of value) and all checking accounts 
and deposits in a foreign currency (in this case the euro) held by residents in domes-
tic banks and abroad (Sarajevs, 2000). 

Sometimes another phenomenon takes place that is also labelled as Euroisation 
and relates to the so-called one-sided Euroisation, which refers to situations in 
which a country, without fulfi lling the convergence criteria of the Maastricht Treaty 
and beyond the formal procedure foreseen in the European Union law, decides 
to abandon its local currency and use the euro in external and internal trade (for 
example: Kosovo).

Additionally, the author of this paper would like to add one more phenomenon to 
this list of Euroisation understandings, namely the fact that central banks outside the 
euro zone follow particular patterns set by the European Central Bank in Frankfurt 
am Main – i.e. imitating the interest rates policy trend. Th is is sometimes the result 
of a general global tendency rather than an exclusively European phenomenon. On 
the other hand, it may also be the result of a dominating euro zone economy (and 
its rhythm) infl uencing its peripheries. Such a development could be interpreted in 
two ways. First, as an illusion of a truly independent monetary policy, and second, 
as a  positive phenomenon of disconnecting currency stabilisation from domestic 
political manoeuvres and manipulations.

Another phenomenon and process in this context is the shift in international 
trade towards the euro. Th is aspect is going to be discussed in the next section of 
this chapter. 



92    Part II. Macroeconomic Europeanisation

5.3. Literature Review and Th eory Development 

It is almost taken for granted that each country should have its own currency. After 
World War II the number of countries tripled and so did the number of currencies 
(the proliferation of new monies). However, at the turn of the 20th and 21st centuries 
we observed a reversed tendency in Europe. Th e number of countries still increases 
(the split of Czechoslovakia, the implosion of the Soviet Union and the fall of the 
Yugoslavian Federation), but there is less currencies in circulation. Everything due 
to the euro – a supranational currency. Otherwise, both developed and developing 
countries prefer their own currencies (Komarek & Melecky, 2013).

Th ere are, however, a number of countries that prefer to unilaterally adopt the 
euro without a full and legal participation in the monetary union. Some of the most 
commonly identifi ed reasons behind the one-sided Euroisation decision are the 
following:

– stability of the exchange rate which stimulates international investment;
– elimination of speculative attack risks;
– lower exchange risk for the reserves;
– lower interest rates;
– lower infl ation;
– lower transaction costs;
– the option of re-establishing the domestic currency, as recreating an inde-

pendent national central bank is theoretically possible (exclusively in the case 
of unilateral Euroisation) (Komarek & Melecky, 2013, p. 78).

On the other hand, however, there is also a number of reasons to go against 
one-sided Euroisation:

– the disadvantage of not having an own interest rate policy;
– higher risk of runs on commercial banks in the absence of a “national” central 

bank acting as a lender of last resort;
– the lack of foreign reserves (Komarek, Melecky 2013, p. 78).
Th e balance of advantages and disadvantages of a common currency should be 

complemented with the following argument: all countries (except for the so-called 
centre, i.e. the USA and EMU), when using their own currencies in trade, face a con-
tinuous struggle between internal and external balances (Moore 2004, p. 632). At the 
same time, it is logical that in the global economic system all countries cannot col-
lectively have a surplus at any time. Th ere are always winners and losers in this game. 

At the same time, it is important to notice that there are no universal principles 
that apply always and everywhere. Th ey are always contextualised and should be 
rethought in specifi c conditions. Even though conventional wisdom claims that the 
elimination of speculative attacks and the other benefi ts of Euroisation must come 
at some costs – the main cost is the irreversible loss of two policy instruments 
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traditionally used for macroeconomic management, namely the exchange rate and 
the interest rate. For example, in the case of an external defi cit, a depreciation of the 
exchange rate may spur exports and replace imports by domestic production. And 
even though it is true that Euroisation eliminates this possibility, it should be noted 
that given the structural characteristics of countries like, for instance, Cape Verde, 
which is a small economy (0.17% of EMU’s population and 0.01% of EMU’s economy) 
that is highly dependent on imports of most fi nal and intermediate goods, includ-
ing energy, the adjustment of external demand via the exchange rate is an illusion 
(any depreciation with the purpose of increasing net exports would hardly have any 
impact) (Loureiro, Martins, & Ribeiro 2010, p. 251).

Th e type of country that has more to gain from giving up its own currency is 
a small open economy, trading heavily with the issuer of the currency to be adopted, 
with a history of high infl ation, and with a business cycle highly correlated with the 
cycle of the currency issuer. Actually, an ex-ante high synchronisation of business 
cycles may not be a necessary condition for Euroisation. Th ere is a vast body of lit-
erature – known under the heading of the “endogeneity of optimum currency areas” 
– emphasising that the adoption of a common currency sets in motion a virtuous 
engine that increases cyclical co-movements (Münchau, 2013).

At the beginning of the third stage of the monetary union in Europe it was 
predicted that the euro will achieve the same status as the US dollar in less than 
a  decade. Almost two decades later we know that the euro has not overtaken the 
US dollar as a global currency. Th e economic crisis that hit Europe also forced 
Europeans to level their aspirations. Euroisation is limited to specifi c sectors and 
regions. In such a situation, the struggle for a global monetary leadership has little 
chance to become a source of geo-economic confl ict or even sustained tensions over 
the Atlantic (Cohen, 2009). Beniamin Kosturbiec, in his econometric prognosis on 
the future developments of the global positions of the euro and the dollar, treats both 
currencies as pillars of the world currency system. Th e relations of the two currencies 
are also taken into account in his analysis. Th e euro functions as a barrier – at least 
at European level – to the further expansion of the US dollar (Kosturbiec, 2015). In 
this respect, the euro achieved quite a success. At the same time, long-term tenden-
cies reveal a systematic strengthening of the euro vis-a-vis most other currencies 
(with a signifi cant exception of the Swiss franc), which can be treated as a handicap 
by exporters but refl ects the condition of the euro zone economy and its perception 
in the world beyond Europe. 

But what are the conditions for building a solid foundation for a common cur-
rency? As stated by Manfred Neumann, a strong home base is a necessary but not 
suffi  cient condition for achieving the status of an international currency. A currency 
has international status if it is used by residents of foreign countries as an investment 
and fi nancing currency and as a vehicle or payment currency in international trade. 
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A fully-fl edged international currency will in addition serve foreign authorities as 
a reserve and intervention currency (Neumann, 2001).

Th e euro’s role in the global economy is potentially analogous to that of the 
American dollar. Th e euro zone represents a similar economic size to the USA. 
However, the role of the US dollar is still unproportionally bigger. Th is is due to the 
historical legacy of the American currency and the function of American dominance 
in political and economic global developments. 

However, the euro may hold a leading role in the immediate neighbourhood of 
the euro zone, that is the European Union, the European Economic Area and Europe 
in general. Former colonies, like sub-Saharan Africa, also use the euro due to the 
close economic ties with the former metropolitan areas. However, the deciding area 
for the global position of the competing currencies is the Middle East, where transac-
tions over large amounts of oil and gas take place. It is the sheik’s decision in which 
currency to operate, which translates into the euro’s position in the global currency 
landscape. And even though the euro represents many characteristics of a potential 
global currency – low infl ation, stable interest and exchange rates – it still suff ers 
a fundamental shortcoming, i.e. insuffi  cient economic policy coordination among 
its founding Member States. Until the EU (or euro zone more precisely) becomes 
a coherent political union with fi scal and budgetary competences, it will be perceived 
by the markets as being subject to sovereign-specifi c risks.

One of the very important non-economic barriers to the expansion of the euro is 
language. Currencies are media of exchange and therefore they are culturally contex-
tualised. For this reason many scholars, including Nobel-Prize Laureate R. Mundell, 
even speculated that the role of the euro would signifi cantly increase if Britain joined 
the club (Mundell, 2003, p. 35). It would open the euro currency to all former pound 
sterling markets and the network of fi nancial institutions of the City of London 
would also play a role.

With the current relations between Great Britain and the rest of Europe, espe-
cially after the economic crisis that hit the continent in 2008 and the subsequent 
new fi scal treaty signed without the participation of the United Kingdom, it is hard 
to imagine the above-described scenario. Th is statement is even more true after 
the “Brexit” referendum in June 2016. Th e Maastricht Treaty provided a suffi  cient 
framework for establishing the euro, but not for its functioning in times of crisis. It 
is necessary to draw some conclusions from every crisis. After W. Münchau, we can 
identify the following lessons that we can learn from the crisis:

– Th e admission criteria for the euro zone were unsuitable. Th e selection criteria 
should include not only nominal convergence targets – in the euro zone’s case, 
infl ation, short term interest rates, annual budget defi cits, and the ratio of gross 
debt to GDP – but also real economic indicators such as GDP and employment.

– Another criterion is the ability to adjust through the real economy. While 
Germany and the UK are similar in many respects, a monetary union between 
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the two would be hard to maintain – as Germany tends to adjust through 
wages while the UK fi nds that much harder.

– A political consensus is needed about the conduct of fi scal and monetary 
policy in normal times and during crises. Th ere are, of course, diff erent views 
within countries, but a monetary union would be hard to maintain if coun-
tries had wildly diff erent preferences for the level of sustainable debt or for 
infl ation targets.

– A banking union – supranational supervision of the banking (and related) 
sectors. 

– A willingness to abandon national sovereignty in other areas if
the need arises.

– Structural current-account imbalances are not self-correcting and can poten-
tially destabilise the system.

– A further lesson based on the euro zone crisis is a rethink of fi scal policy 
targets. Th e euro zone crisis has shown that supposedly strong fi scal posi-
tions, like those of Spain or Ireland before the crisis, can easily reverse during 
a crisis (Münchau, 2013, pp. 538-540).

Summing up, one cannot forget that the monetary union in Europe is a hybrid 
between a fi xed exchange rate system and a unitary state. Consequently, no 
theoretical model can capture its characteristics, neither the closed-economy macro 
models nor classical international macro models (Münchau, 2013, p. 535). Th is 
leads to the question about the implications of this situation for the countries of 
Central and Eastern Europe, which are still hesitant to join the Euroclub. In the 
end, the currency conversions usually took place in transition economies in the last 
decade. Even if offi  cially the country does not convert to the euro, very often it is 
the citizens who undergo the process of conversion privately. Why do people use 
foreign currencies, even in stable economic situations of their countries? Th e answer 
that emerges from the thus far obtained research conclusions is as follows: network 
eff ects, remittances, income, education, also age plays a role (older people tend to 
keep foreign currencies), a larger time horizon of the memory, and the associated 
lack of trust and confi dence in the home banking sector (Stix 2011). In Central and 
Eastern Europe a substantial share of bank deposits is denominated in a foreign 
currency. Deposit Euroisation is still strongly infl uenced by household experiences 
of the fi nancial crises in the 1990s. (Brown, Stix, 2014). Going back to the defi nition 
of Euroisation – understood as the extent to which the euro is being adopted and 
used by actors outside of the EMU – one can state that for many individuals outside 
of the offi  cial euro zone, the euro performs the standard functions of a medium of 
exchange or store of value. Undoubtedly, despite the reasons mentioned above, this 
is a result of their countries having the status of “client countries” (another name 
for peripheries or semi-peripheries) – they are clients of the core countries’ policies, 
including monetary policy. 
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5.4. Conclusions 

A number of interesting policy proposals have been identifi ed, which are opting 
for a global currency. All of them are based on the idea that a global economy 
requires a global currency. In order to move towards a common world currency, 
two approaches are considered: a top-down one, consisting in a global independent 
central bank; or a bottom-up approach, consisting in blocks of countries that choose 
to euroise (or dollarise). Th e Euroisation/Dollarisation plan enables economies to 
pursue expansionary domestic policies since they would no longer face an external 
balance constraint. If one could (re)design the international monetary system from 
scratch, the economic effi  ciency argument would suggest implementing one currency 
(Moore 2004). Resigning from the old and switching to a new currency is a  totally 
diff erent story – it is costly, politically unfeasible and practically unimaginable.

Th e bottom-up approach could also be treated as an intermediary phase towards 
a global monetary unifi cation. Its advantage is that it does not require negotiation 
or coordination and is a direct consequence of the natural “state of arts” in global 
economic relations. At the same time, it is important to remember that today’s global 
economy is by no means an optimal currency area and therefore creating a global cur-
rency union would require creating a world government with fi scal competences 
(global social contract), allowing to redistribute resources to regions suff ering from 
asymmetric shocks. Th ere is also a second, equally important reason why – in the 
foreseeable future – the “global currency” plan is not realistic, i.e. national egoisms. 
Currency is a natural monopoly (Moore 2004) held by national elites. Th is statement 
is stronger than any argument suggesting that abandoning national currencies and 
converging towards the money of the centre is in a country’s self-interest.
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Chapter 6

Europeanisation of Europe 
Through EU Regional Policy: 
Towards a Tighter Integration1

Dorota Murzyn
Pedagogical University of Cracow

6.1. Introduction

Regional policy off ers a unique opportunity to explore how Europeanisation aff ects 
the policy process with regard to a policy area that traditionally was domestic in 
its origin. Since the reform in 1989 this policy has seen the introduction of a new 
European level in terms of its structure and policy content. Th e European Union 
regional policy refers to the creation of common rules, which leads to a direct imple-
mentation of certain norms, structures and patterns of action in the systems of EU 
Member States, which is seen as positive integration as regarded by Scharpf (1996). 
However, the Commission has never had the power to impose uniform rules of 
territorial development governance on Member States; and EU regulations have 
always given national governments much room for interpretation of EU rules and 
for adjusting them to diverse domestic institutional realities (Begg, 2010). Regional 
policy represents a form of institutionalisation that works with incentives, making 
funds available after meeting predefi ned conditions (in contrast to regulatory poli-
cies which represent a channel of institutionalisation that is meant to replace exist-
ing domestic regulatory arrangements). Th is Europeanisation of policy-making in 
the fi eld of regional development did not necessarily mean that national regional 
policies would have to be eliminated. Th e objective of EU’s regional policy is to add 
a European dimension and level to already existing national regional policies.

Regional policy is considered as an important driver for the Europeanisation of 
the domestic regional development policies and administrative structures in Member 

1 Th is research study received fi nancial support from the resources granted to the Pedagogical 
University of Cracow as part of the subsidy for the maintenance of the research potential.
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States. Th is is a very important policy in terms of funding (one-third of the EU budget 
is spent on it) and objectives as it is seen as the EU’s main investment policy. Th is policy 
is also often referred to as the cohesion policy; the European Commission itself uses 
the terms interchangeably applying the same instruments for both policies (structural 
funds and the Cohesion Fund). Th e primary objective of cohesion policy is to reduce 
inequalities between the countries and regions of EU Member States. By reducing 
inequalities, the European Union wants to increase cohesion (economic, social and 
territorial). A more cohesive Europe is also a more integrated Europe – cohesion pol-
icy is seen as a drive for European integration (Bachtler, Mendez & Wishlade, 2013).

Th is chapter contributes to theoretical debates on Europeanisation processes but 
also provides policy insights on the relationship between EU and domestic regional 
policy funding. It presents a case study of Poland. Poland was taken as an example 
because this country can currently be seen as one of the most interesting “labora-
tories” for regional development in the EU and beyond (OECD, 2008, p. 2). Poland 
is by far the largest benefi ciary of cohesion policy funding among Member States 
and the vast majority of the country’s regional development funding comes from EU 
sources. Th e chapter considers the interaction between the domestic regional policy 
of Poland and EU regional policy, and the extent to which domestic regional policy 
in Poland has been subject to cohesion policy approaches. 

Following Redaelli (2003, p. 30), the article considers Europeanisation as “pro-
cesses of (a) construction (b) diff usion and (c) institutionalisation of formal and 
informal rules, procedures, policy paradigms, styles, ‘ways of doing things’ and shared 
beliefs and norms which are fi rst defi ned and consolidated in the making of EU deci-
sions and then incorporated in the logic of domestic discourse, identities, political 
structures and public policies”. Using the concept of Europeanisation, the article 
attempts to verify the following research hypotheses: European regional development 
principles can have a signifi cant impact on domestic regional policy reforms; and the 
high level of co-fi nancing of Polish regional policy by the structural funds and the 
Cohesion Fund results in the fact that the objectives and principles of this policy are 
determined by the regulations of the EU cohesion policy. Th e article focuses on such 
elements of regional policy as actors, objectives, resources and policy instruments, 
and analyses how Europeanisation can aff ect them. Th is theoretical framework intro-
duces the concept of Europeanisation as an interpretative tool for understanding the 
modes of change and institutionalisation of this specifi c national policy sphere. In 
accordance with the current approach in the research on Europeanisation (Wach, 
2015), this chapter explores Europeanisation of regional policy as an interactive pro-
cess, without the tidy top-down/bottom-up distinction.

Th e chapter reviews the main literature, with particular reference to debates sur-
rounding the Europeanisation of regional policy, and develops an analytical frame-
work from the policy and institutional change perspective. Th is framework is then 
applied to the regional policy system in Poland. Th e research involves an analysis 
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of primary sources, such as policy documents and legislation. Th e study also uses 
the method of historical analysis, which was useful in determining changes in the 
Polish regional policy under the infl uence of the EU cohesion policy. Th e chapter 
is structured as follows. Th e next section will review the existing research on the 
Europeanisation of regional policy. Th is is accompanied by a discussion of the con-
cept of regional policy and its evolution in Member States. Th e empirical section will 
present the evidence from Poland, which is then followed by concluding remarks on 
the impact of the European Union on Polish regional policy.

6.2. Literature Review and Th eory Development 

Th e Europeanisation of regional policy is studied from the perspective of various 
scientifi c disciplines. Regional policy falls under the broader economic develop-
ment policy and therefore the Europeanisation of that policy is studied from the 
perspective of both economics (e.g. Bachtler & McMaster, 2008; Czernielewska et 
al., 2004) and political science (e.g. Conzelmann, 1998; Gwiazda, 2013). Moreover, 
due to its territorial character it is often a subject of geography (e.g. Clark & Jones, 
2008; Moisio, 2011; Luukkonen, 2011). Finally, with respect to the meso-level of 
analysis (institutional), one speaks of horizontal networks, autonomous relations, and 
outward-looking or altruistic associations which accompany the implementation of 
regional policy (Lackowska-Madurowicz & Swianiewicz, 2013; Swianiewicz, 2008; 
Syrett 1997) – and this kind of research demonstrates the sociological perspective.

Th e Europeanisation of regional policy is seen in the literature both as a download-
ing (top-down Europeanisation) and uploading process (bottom-up Europeanisation). 
Th e top-down approach of the research treats Europeanisation as an explanatory fac-
tor for the changes occurring on the level of Member States in the area of regional 
policy (its objectives, instruments, governance) (Ferry & McMaster, 2013). Th e bot-
tom-up approach is devoted to the analysis of the European integration process and 
the institutional development of the European Union, as well as the directions of 
the evolution of its policy. Member States can make their views known regarding 
regional policy during its formulation (the preparation of the regulations governing 
the management of the policy, formulation of the overall EU budget). Moreover, the 
Committee of the Regions has the rights to give its advice on EU policy proposals, 
which permits the EU to directly hear the opinion of the lower layers of govern-
ment. However, Méndez, Wishlade and Yuill (2006) argue that the tidy top-down/
bottom-up distinction is of limited help in the quest for a greater understanding of 
the EU’s dynamics in the area of regional development. Th e relationship between the 
EU and the Member States should be considered as reciprocal and circular rather 
than unidirectional and linear, which is consistent with the current approach in the 
research of Europeanisation (Wach, 2015). According to Sellar and McEwen (2011), 
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at the intersection of the subnational/supranational and supranational/national lev-
els, contradictions are instrumentalised, creating bottom-up and top-down fl ows of 
power and infl uence between all European scales. Th ey indicate that these fl ows are 
unintended side-eff ects that drive Europeanisation processes in a way that allows for 
a simultaneous promotion of European diversity.

In analysing the process of Europeanisation in European regions one refers 
to the distinction between thick and thin learning made by Radaelli (Lackowska-
Madurowicz & Swianiewicz, 2013). Th in learning means that national actors adapt 
their strategies to EU conditions, but their aims and preferences remain unchanged, 
so that the adjustment refers merely to the operational dimension (application of 
EU regulations). Th ick learning, on the other hand, is associated with more pro-
found Europeanisation. Th is distinction is connected with diff erent degrees of 
Europeanisation that have been identifi ed by Börzel & Risse (2003): absorption, 
accommodation, transformation. For example, Ferry & McMaster (2013) have 
developed an analytical framework that distinguishes between the basic components 
of regional policy (objectives, instruments, spatial targeting and governance) and 
assesses the extent of Europeanisation under each of them (in terms of absorption, 
accommodation, transformation) in Central and Eastern European countries.

Th e Europeanisation of regional policy has been examined in the pre-accession 
stage (e.g. Hughes, Sasse & Gordon, 2004; Paraskevopoulos, 2006; Sedelmeier 2011; 
Czernielewska et al., 2004), and in the post-accession stage (Bachtler & McMaster, 
2008; Bachtler, Mendez & Oraže, 2014; Ferry, 2013; Ferry & McMaster, 2013). In the 
former, the notion of conditionality has been demonstrated most frequently. In its 
attempt to induce other actors to accept and adopt its institutions, the EU as well as 
the Member States rely on external incentives (conditionality), on the one hand, and 
technical and fi nancial assistance (capacity-building), on the other (Schimmelfennig 
& Sedelmeier, 2005). Th is is particularly important for the Europeanisation of regional 
policy where both notions are very signifi cant. Schimmelfennig and Sedelmeier (2005, 
p. 211) suggest that one should distinguish between the democratic  conditionality 
and the acquis conditionality. Th ey use the term “democratic conditionality” in order 
to describe the general EU rules of liberal democracy. Th e acquis conditionality 
refers to meeting the Copenhagen criteria and adopting the acquis communautaire. 
However, Hughes, Sasse and Gordon (2004) argue that path-dependent factors are 
more important than EU conditionality in explaining regional policy. Research on 
the Europeanisation of regional policy in the post-accession stage is more concen-
trated on institutional and policy change and the implementation of the partnership 
principle (often defi cient implementation).

Europeanisation research has explored the EU’s impact on domestic policies, 
institutions, and political processes. Research on Europeanisation often has to do 
with domestic changes that occur as a result of the implementation of EU regional 
policy. A range of variables have been developed to explain the extent and direction 
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of Europeanisation processes. A series of mechanisms by which EU policies and 
institutions might spread worldwide may be provided by diff usion research, and 
Europeanisation research can be regarded as a special instance of policy and institu-
tional diff usion (Börzel & Risse, 2012). Börzel and Risse argue that the study of trans-
national diff usion is better suited to capture the more indirect ways in which the EU 
may aff ect domestic or regional institutional change. In turn, the learning capacity 
of the domestic institutional infrastructure is regarded as a crucial variable aff ecting 
domestic policy and institutional change (Conzelmann, 1998, Czernielewska et al., 
2004). Two major approaches to policy change dominate the discussion, namely the 
confl ict-based and knowledge- or learning-based approaches (Conzelmann, 1998; 
Radaelli, 1995). Th ese approaches see two major sets of variables as crucial for the 
explanation of policy change, namely power and preferences, on the one side, and 
knowledge and information on the other.

A lot of research on the Europeanisation of regional policy focuses on how 
Europeanisation aff ects regional governance (Benz & Eberlein, 1999; Conzelmann, 
1998; Dąbrowski, 2012; Dobre, 2010; Czernielewska et al., 2004). Empirical studies 
of subnational political actions in the European context helped to promote a new 
concept of policy-making, namely multi-level governance. Since 1988, when a reform 
introduced new implementation procedures for the structural funds, regional policy 
has become a widely-studied paradigm case for multi-level structures in the EU con-
text. By enforcing the partnership principle, the EU cohesion policy attempts to pro-
mote multi-level and participative modes of governance. Th is framework emphasises 
power-sharing between levels of government. Th e multi-level governance perspec-
tive examines the increasing role played by regions in policy-making (Marks, 1993; 
Paraskevopoulos, 2006). It promotes a greater involvement of regional-level institu-
tions in economic development, with the potential for wider changes in regional gov-
ernance structures (Hooghe, 1996). Th e Europeanisation of regional policies calls for 
the development of institutional devices which allow for some regional participation 
and the corresponding intra-regional co-ordination of interests. For regions that are 
eligible for EU regional policy funding it is vital to improve the vertical coordination 
between European and regional planning and, horizontally, to build up intra-regional 
partnerships (Benz & Eberlein, 1999). A key variable aff ecting the learning capacity 
of the domestic governance structures in regional policy is the presence of coopera-
tive networks and a cooperative culture (social capital) (Czernielewska et al., 2004; 
Gąsior-Niemiec, 2010; Syrett, 1997; Lackowska-Madurowicz & Swianiewicz, 2013). 
In regional policy there is a need to represent and reconcile the diverging values and 
interests of many actors, and to strike a balance between divergent policy objectives: 
constantly upgraded economic competitiveness and maintained social cohesion in 
the regions (Rodrigues-Pose & Fratesi, 2004; Molle, 2007).

An interesting dimension of Europeanisation studied in the literature are the 
European Territorial Cooperation programmes – which are fi nanced under the EU 



106    Part III. Mesoeconomic Europeanisation

cohesion policy (Dühr & Nadin, 2007; Hachmann, 2011). Th ese programmes provide 
a framework for the implementation of joint actions and policy exchanges between 
national, regional and local actors from diff erent Member States. For example, 
Hachmann (2011) analyses how horizontal Europeanisation processes may take place 
in INTERREG B projects and additionally shows how the INTERREG B programmes 
also enable other forms of Europeanisation processes – top-down and bottom-up – 
to take place. Some studies seem to even suggest that ETC programmes themselves 
represent a form of Europeanisation (Giannakourou, 2005). Th e exchange of knowl-
edge and ideas across borders and processes of cross-border policy learning (that are 
often the subject of transnational and inter-regional cooperation programmes) are 
much discussed phenomena.

Th e process of Europeanisation related to the fi eld of regional development is 
closely linked in the literature to the process of regionalisation (Hughes et al., 2004; 
Czernielewska et al., 2004). Th e literature on regionalisation proposes a multi-causal 
framework of analysis and treats external (Europeanisation, globalisation) and inter-
nal factors (the domestic state tradition) as possible independent explanatory vari-
ables for state transformation and for the institutionalisation of regions (Keating et 
al., 2003). Regionalisation here means a shift of power and decision-making from 
the national to the regional scene with far-reaching consequences. Th e processes 
of regionalisation have confi rmed the constitutional status of regional governments, 
strengthened their organisational capacity and extended their policy competences. 
Benz and Eberlein (1999) argue that the process of regionalisation of EU policies 
and the rise of the regions as new actors in European policy-making produced novel 
elements of interlacing and interlocking politics. 

Th e prevailing paradigm (model) of regional development that is dominant not 
only in the academic literature but also at the policy-making level provides an impor-
tant context for the analysis of the Europeanisation of regional policy. A range of 
economic development concepts have emerged over the past few decades: new eco-
nomic geography, endogenous growth theory, new institutionalism and new region-
alism. Th e concept of the place-based regional policy model has become particu-
larly evident in the policy discourse in recent years (Barca, 2009; Ferry, 2013). Th is 
implies policy implementation capable of mobilising the potentials of all territories. 
It emphasises the identifi cation and mobilisation of endogenous potential, that is, 
the ability of all territories to grow, drawing on their own resources. Under this 
approach, regional policy must respond to the specifi c needs of the territories and 
build on their endogenous development potential (Table 6.1).

Th e new regional policy is a diff erent quality model relying on the so-called 
new paradigm. It departs from the traditional model of funds redistribution towards 
improving and using the territorial potentials of all regions. It becomes a common 
policy of the government, territorial governments and other public entities in a given 
area. It is aimed at a territorial approach to development measures. It also departs 
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from dispersed intervention towards more selective (concentrated) investments, 
and from highly centralised (top-down) governance to the advancement of multi-
level governance, including the role of regional level authorities in development 
processes implementation.

Th e paradigm shift brought about major modifi cations in the policies run by 
prominent international institutions. Such modifi cations have become visible in 
policy documents of not only the European Union, but also the World Bank and 
the OECD. As a result of the change in the paradigm, a primary objective of the EU 
regional policy is now perceived in the building of strong and competitive regions, 
instead of managing fi nancial transfers to problem areas. It is against this back-
ground that regional policymakers across Europe have been reconsidering the aims 
and content of regional policy. In that sense, the EU cohesion policy has inspired 

Table 6.1. Paradigm shift of regional policy according to the OECD.

Old paradigm New paradigm

Problem recognition Regional disparities in income, 
infrastructure stock, 
and employment

Lack of regional competitiveness, 
underused regional potential

Objectives Equity through balanced regional 
development

Competitiveness and equity

General policy 
framework

– theme coverage

– spatial orientation
–  unit for policy 

intervention
– time dimension
– approach
– focus

Compensating temporally for 
location disadvantages of lagging 
regions, responding to shocks 
(Reactive to problems)
–  sectoral approach with a limited 

set of sectors

– targeted at lagging regions
– administrative areas
– short term
– one-size-fi ts-all approach

– exogenous investments and 
transfers

Tapping underutilised regional 
potential through regional 
programming (Proactive for 
potential)
–  integrated and comprehensive 

development projects with wider 
policy area coverage

– all-region focus
– functional areas
– long term
–  context-specifi c approach (place-

based approach)
–  endogenous local assets and 

knowledge

Instruments Subsidies and state aid (often to 
individual fi rms)

Mixed investment for soft and hard 
capital (business environment, 
labour market, infrastructure)

Actors Central government Diff erent levels of government, 
various stakeholders (public, 
private, NGOs)

Source: OECD, 2010, p. 13.
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regional policies in Member States. However, some authors question to what extent 
this infl uence has been more on the form or process of national policies rather than 
on their underlying rationale and objectives (Bachtler & Raines, 2002).

6.3.  Regional Policy in Poland vs. Principles of the EU 
Cohesion Policy

With the end of communism and the transition to a market-oriented system, Poland 
experienced the emergence of regional diff erences. While many had hoped that mar-
ket mechanisms would reduce spatial inequalities, it soon became apparent that this 
was not happening and that a comprehensive regional policy was necessary in order 
to prevent the emergence of new regional diff erences. Th e perspective of accession 
to the European Union was an important catalyst for establishing an appropriate 
regional policy. Prior to the accession, national regional policy was rather marginal 
in both size and scope. In the 1990s regional policy generally had a bad name in 
Eastern Europe. It was associated with the rigid socialist style of regional planning. 
Th us, regional policy has re-emerged during the late 1990s. Th ere are at least three 
reasons for this. Firstly, a growing awareness of the disparities and political pressure 
to mitigate them. Secondly, the impact of the European Union and the growing pres-
sure to qualify for membership, and access to pre-accession and, ultimately, struc-
tural funds. And fi nally, the educational role of the current regional policies of EU 
countries, which removed the dominating ideological point of view that any govern-
mental intervention spoils market mechanisms (Davey, 2003). As a result, an institu-
tional framework for planning and implementing regional development was created.

Th e evolution of Polish regional policy in the post-communist period can be 
divided into three stages. In the fi rst stage, up to the late 1990s, regional policy in 
Poland was very limited in terms of scope and funding. It was characterised by ad hoc 
solutions rather than long-term regional development planning (Grosse, 2006). Basic 
government instruments for regional development included special economic zones 
in problematic areas and the support of regions with high levels of unemployment in 
the form of tax exemptions or Labour Fund transfers. Th e regional policy of Poland 
in the 1990s was defective and incomplete since it contained only the inter-regional 
segment, i.e. the government’s policy towards regions. Another necessary segment 
was missing – the intra-regional policy, meaning the policy of self-government that 
regional authorities conducted within a given region. 

In the second stage (pre-accession period), Polish regional policy evolved rapidly 
due to the prospect of accessing signifi cant levels of EU regional development aid 
(under the EU cohesion policy) as well as thanks to a series of domestic policy and 
administrative reforms. A signifi cant change in the regional policy model in Poland 
was introduced when the comprehensive territorial reform came into force on January 
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1st 1999. Th e three-level territorial structure was introduced by establishing voivode-
ships, poviats and gminas. A pre-accession strategy provided for more EU fi nancial 
assistance on the condition that Poland complied with EU accession criteria. Early 
Europeanisation research on regionalisation mostly focused on EU conditionality as 
the main explanatory factor driving domestic change, albeit mediated by domestic 
factors. With respect to regional policy, the EU required an administrative reform 
establishing decentralised territorial units capable of administering the structural 
funds and the adoption of the NUTS statistical classifi cation system. Voivodeships 
correspond to the NUTS 2 level, which formed the basis for the preparation of a nec-
essary institutional system of the European cohesion policy. In line with the literature 
on new regionalism, a related expectation was that in order to use the incoming 
funds effi  ciently, local-level and non-state actors would be signifi cantly involved in 
planning and the implementation of EU funds. Th e processes of the decentralisation 
and transformation of a highly centralised system of governance, though put for-
ward as necessary steps for complying with the EU conditionality criteria and facing 
the challenges of Europeanisation, have coincided with the transition from authori-
tarianism and the modernisation process. Indeed, legal adaptation should be viewed 
as a necessary but not suffi  cient condition for institutional adaptation. In the case 
of Poland, it has been widely recognised that, while the necessary legal framework of 
the administrative reform was promptly adopted, the institutional and organisational 
change, essential for adaptation, was a rather slow process (Czernielewska et al., 2004).

Th e Europeanisation of the regional policy in Poland in the pre-accession period 
can be explained by two factors. First, the change of government resulted in policy 
change (a new post-Solidarity government, which supported decentralisation and 
integration with the EU, came into power in 1997 and replaced the post-commu-
nist government of the SLD and the PSL, both of which initially opposed regional 
reform). Second, the role of the EU as a trigger of policy adoption was undeniable 
(Gwiazda, 2013). Baun (2001) argues that preparations for EU regional policy were an 
important factor promoting administrative decentralisation in Poland. Gorzelak and 
Kozak (2008) also acknowledge that regionalisation in Poland was conducted with 
EU regional policy in mind. However, the trajectories and outcomes of regional level 
reforms can be better explained by a combination of domestic institutional legacies, 
policy approaches of reformers and their adversaries, and the infl uence of ethnic/his-
torical regionalism (Brusis, 2002; Yoder, 2003). Ferry and McMaster (2013) also argue 
that specifi c factors in the Central and Eastern Europe context have constrained or 
diff used Europeanisation processes. Th ese relate to the EU’s vagueness concerning 
the content and implementation of regional policy in CEE, domestic legacies, includ-
ing underdeveloped regional policy frameworks and the fact that accession occurred 
at a time of broader systemic change associated with ongoing post-communist tran-
sitions. It should be remembered that regional governance is a sovereign issue of the 
Member States, and the EU’s emphasis in regional policy is on process and outcome 
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rather than on particular institutional models (Hughes et al., 2004). Th e domestic 
reforms in Poland that were launched at the end of the 1990s introduced elected 
regional governments as potentially crucial partners in regional policy. Initially, the 
new regions were not equipped with competencies and funds, and the transfer of 
formal competences to the territorial governments was not followed by a transfer 
of suffi  cient resources. Th e weakest level in this respect was the voivodeship, whose 
role in policy-making has increased since Poland joined the EU and it began to fully 
participate in its regional policy.

Membership in the European Union (stage three) brought an opportunity to 
broaden the range of regional policy activities and instruments, and to develop new 
administrative arrangements as the level of funding available for regional develop-
ment increased signifi cantly. Th e analysis of the changes in the institutional setting 
illustrates the gradually growing role of regional governments in managing structural 
funds. Lackowska & Swianiewicz (2013) argue that this process may be described as 
“creeping decentralisation” – none of the individual changes have been very drastic, 
but, taken together, they have shifted the discretion in regional policymaking from 
the central to the regional and local levels. Since the EU accession, the decentralisa-
tion of the cohesion policy funds management system in Poland has increased sig-
nifi cantly. In the 2004-2006 period, regional governments had merely implemented 
a centrally managed Integrated Regional Operational Programme (ZPORR), which 
was then the only operational programme to be implemented and evaluated jointly 
by the central and regional actors in Poland. Th e ZPORR seemed to be designed 
as an experiment in multilevel governance. In the 2007-2013 period, Polish regions 
assumed the role of Managing Authorities for EU-funded Regional Operational 
Programmes. As such, regional self-governments have become much more involved 
in decisions concerning how funds are allocated in their territories. About 25% of the 
cohesion policy funds were allocated under 16 voivodeship operational programmes. 
Regional governments also participated in the implementation of the decentralised 
part of the Human Capital Operational Programme. Th e role of regions in managing 
EU funds, and therefore creating regional policy, still increased in the next period 
of 2014-2020 – about 40% of the cohesion policy allocation went to voivodeships.

Th roughout this evolution, Polish regional policy has been faced with a consis-
tent set of tensions. In particular, the allocation of competences for the design and 
delivery of regional policy has never been fully resolved. Th e problem is that there are 
competing impulses for centralisation and regionalisation (Ferry, 2013). Th e domes-
tic policy incorporated EU regional policy priorities and instruments. Gorzelak and 
Kozak (2008) acknowledge that the EU cohesion policy had an impact on Polish 
regional policy in three areas: planning, implementation and funding. In any case, the 
four main principles of EU regional policy (Pietrzyk, 2006) were implemented: part-
nership, programming, additionality and concentration, aff ecting the actors, policy 
instruments, resources and objectives of Polish regional policy (Figure 6.1).
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… partnership

While most research focused on the creation of new regions during the pre-accession 
period (Brusis 2002), the implementation of the partnership principle became the 
focus of interest after accession. Th e EU partnership principle can be seen as one 
of the indicators of the Europeanisation process. Godowska (2011) argues, on the 
basis of the model of diff erent sources of regional power by A. Bourne, that the EU 
impact strengthened regional powers in Poland. Sub-national authorities received 
new competencies, especially regarding regional policy implementation, and can use 
new channels of participation in the formulation of EU policy. By enforcing the 
partnership principle, the EU cohesion policy has promoted multi-level governance 
in Poland (Dąbrowski, 2013; Paraskevopoulos, 2006). On the other hand, following 
accession, regional policy became a highly politicised policy fi eld due to the funds 
channelled by the EU. Th is has driven some regions in Poland to become more 
directly involved at the Brussels level by setting up regional representative offi  ces 
(Moore, 2008). It is worth noting that there was a broad political consensus among 
political parties regarding the adoption of EU regional policy (Gwiazda, 2013). Th e 
fi nancial benefi ts linked to EU regional policy were an important incentive for par-
ties to support EU regional policy. Borrowing from the game theory, we can say that 
regional policy is a win-win policy and all participants at the national level can profi t 
from it in one way or another.

Th e growing role of multi-level governance in Poland was linked to policy 
learning and policy change (as assumed by Conzelmann, 1998). Czernielewska, 
Paraskevopoulos and Szlachta (2004) assess that the Europeanisation of regional 

Figure 6.1. Principles of EU cohesion policy and their impact on regional policy in Poland.

Source: own study.
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policy has shaped Poland’s regional governance structures and infl uenced its learn-
ing and adaptation capacity. Th is is achieved mainly through the provisions for the 
implementation of the partnership principle in the preparation of the operational 
and regional (voivodeship) programmes, which involves consultation in the policy-
making process. Bachtler, Mendez and Oraže (2014) conclude that in the post-acces-
sion period administrative capacity was developed faster and more substantially than 
commentators predicted. Th e EU emphasis on institutional capacity at the state and 
regional levels has played a key role in the pursuit of top-down Europeanisation. Th e 
process of learning is also helped by the spill-over eff ect of practices – a process of 
moving practices and experiences related to the implementation of the EU cohesion 
policy to the sphere of other national policies or to other areas of administrative 
activities in Poland (there are some research studies that prove the existence of such 
a process, e.g. Ledzion & Olejniczak 2013).

Th e partnership principle also means the process of including the Th ird Sector 
in the formulation, implementation and evaluation of public policies. Gąsior-Niemiec 
(2010) analyses the civil society organisations playing the role of social partners in the 
fi eld of regional policy in Poland and highlights their growing position. We should 
remember, however, that the outcome of Europeanisation may be multifaceted, as, 
among other things, Dąbrowski showed in his paper (2013). Th e actors involved in 
the policy process respond diff erently to the norms and practices promoted by the 
EU cohesion policy, with some complying only superfi cially with them, and others 
internalising their logic. Th e degree of their adaptation to EU policy rules varies 
depending on their preferences and interests. It also depends on their capacity to 
participate in the cohesion policy programmes, which is in turn determined by their 
fi nancial and administrative capacity, as well as their attitudes.

A quite far-reaching centralisation of management at European level is a char-
acteristic feature of cohesion policy. Key regulatory and fi nancial frameworks are 
adopted in EU institutions by politicians of the Council, Parliament and Commission 
offi  cials. Working out solutions for cohesion policy takes place in the course of the 
political process between EU institutions and among Member States. Initially, Poland 
was a passive recipient of European standards in the fi eld of cohesion policy. It was 
involved in shaping solutions at the EU level only to a small extent. Over time, 
the Polish government was increasingly engaged in developing a framework for 
future cohesion policy. For example, in the context of preparing the cohesion policy 
after 2013, the Polish government presented subsequent offi  cial positions and also 
actively cooperated with foreign partners. Th e future of the EU cohesion policy was 
an important priority of the Polish Presidency of the EU Council in 2011. Th e grow-
ing infl uence of Polish politicians and government offi  cials on decisions developed 
at European level is also a manifestation of the principle of partnership and can be 
seen as an example of bottom-up Europeanisation.
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… programming

Th e principle of programming was introduced as part of the 1988 reform of the EU 
structural funds. Before, most funding went to individual projects. Th is approach was 
replaced by the requirement that projects had to form part of larger multi-annual 
programmes for each assisted region. Th is aimed to encourage a more coherent, 
long-term approach to regional development.

As regards the principle of programming, Polish regional policy before member-
ship in the EU was characterised by ad hoc solutions rather than long-term regional 
development planning. Th e cohesion policy promotes a diff usion of norms and 
practices improving the eff ectiveness of the administrative actors involved in their 
implementation, such as a long-term strategic approach to investment. Th erefore, 
policy development in Poland began to be planned in a multiannual perspective as 
well. However, in the light of studies and expert opinions, the strategies adopted by 
local authorities very often have little to do with effi  cient, eff ective and prospective 
management (e.g. Swianiewicz et al., 2010). Often these documents are designed 
mainly to meet a formal requirement when applying for external funds or, alter-
natively, are subordinated to the promotional purposes of regions. Th ey rarely are 
a coherent concept of community development activities. Th e weakness in strategic 
thinking is also visible at the central level, although the situation in this respect has 
changed signifi cantly since accession. It is important for the development of Poland 
that the strategic approach is real and not illusory, and that means the primacy of 
own  strategies over the recommendations of the European Commission.

In Poland, regional contracts (launched in 2001) were a fundamental domestic 
regional policy instrument. Th ese were agreements between the central government 
and regional self-government authorities, under which regions received a fi xed budget 
from the central government to support investments in a range of policy fi elds. 
Given the imbalance between the state and regional contributions to regional policy 
budgets, in the past critics have suggested that in practice the contracts have served 
national rather than regional priorities and were treated by regional self-governments 
largely as sources of co-funding for initiatives undertaken under cohesion policy. 
Th e contracts have been criticised as a means of outlining domestic  co-fi nancing 
contributions to EU-funded programmes rather than instruments setting domestic 
regional policy directions (Grosse 2006, p. 158). Th e functioning of regional con-
tracts is being reformed as part of the new regional policy model in Poland. Th us, 
the government has replaced regional contracts with territorial contracts. Th ese new 
instruments are supposed to focus on the specifi c needs of diff erent territories and 
they should provide a greater alignment of sectoral interventions with regional needs 
through the coordination of national priorities with regional expectations and cir-
cumstances. When analysing the sources of funding of territorial contracts, we can 
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see that these are primarily funds for the implementation of operational programmes 
under the cohesion policy.

Th e impact of the EU cohesion policy on programming the development policy 
in Poland is very clear, and is also one of the most important manifestations of 
Europeanisation. While the initial response of regions was to react to the EU require-
ment to secure structural funding, over time, the programming approach encouraged 
local actors to move away from provincial attitudes towards holistic, long-term and 
regionally-focused perspectives on development.

… additionality

Following the additionality rule, EU funds constituted up to 85% of the total invest-
ment costs, while the remaining funds came from the central budget and private 
funds. Th e additionality principle means that the European Union funds should 
supplement the fi nancial resources of individual Member States, and not replace 
them. Th e European Union measures are not aimed at crowding out and replac-
ing the measures undertaken at national and regional level, but they should enrich 
and reinforce them. In the case of the Polish national regional policy, it exists on 
a small scale and it is clearly secondary to the cohesion policy, as well as under its 
strong infl uence (Ferry & McMaster, 2013). In Poland, co-fi nancing of EU funds is 
so signifi cant that it is diffi  cult to fi nd the resources to conduct a separate national 
regional development policy. In a situation where generous funds for investment in 
the regions are provided by cohesion policy, domestic policy (and thus independ-
ent of European funding) may even seem unnecessary. Grosse (2014) stresses that 
a separation of national policy and the European one serves two primary purposes. 
First, it enforces the defi nition of own (national) development goals, which enables 
to eff ectively co-create policy at European level. Second, the national development 
policy can pursue what is not covered by EU policies. Moreover, the eff ectiveness of 
the programmes relies on the existence of coherent and supportive domestic policy 
frameworks and a suitable system for delivering regional development interventions. 
Without this, there is a danger of shallow or superfi cial Europeanisation (Ederveen 
et al., 2002).

… concentration

Th e EU principle of concentration means not only the concentration of resources 
on the poorest regions and countries (Poland and its regions are such), but also 
targeting investments on key growth priorities. Th e rationale for thematic concen-
tration is widely acknowledged by Member States, as concentration of expenditure 
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on a limited number of objectives and investment priorities can maximise the con-
tribution of cohesion policy to Europe 2020 priorities. In 2014-2020 Member States 
should concentrate on: research and innovation, information and communication 
technologies, enhancing the competitiveness of small and medium-sized enterprises 
and supporting the shift towards a low-carbon economy. In the case of Poland these 
ambitious goals, on the one hand, can provide a more developmental nature of the 
activities, and on the other hand – they can make Poland fulfi l the objectives of the 
EU rather than its own.

Over the past decade, there has been a clear thrust in cohesion policy towards 
objectives that foster competitiveness, entrepreneurship and innovation. Th is refers 
to broad objectives such as competitiveness and endogenous growth. Despite the 
persistence of regional disparities within Poland, the priority attached to competi-
tiveness-related themes has increased, in keeping with cohesion policy trends over 
the past decade. For instance, the new National Strategy for Regional Development 
(KSRR – Krajowa Strategia Rozwoju Regionalnego), launched in 2010, has as its fi rst 
objective “supporting the growth of the competitiveness of regions (competitive-
ness)” (Polish Ministry of Regional Development, 2010). Poland has incorporated 
a place-based policy model. Under this approach, regional policy must respond to 
the specifi c needs of the territories and build on their endogenous development 
potential. However, the depth of EU infl uence on the objectives can be questioned. 
Grosse (2008) has even judged KSRR to be, at least partly, an assertion of Poland’s 
domestic regional development vision, aligned with – but distinct from – cohesion 
policy. Ferry & McMaster (2013) have noticed that having gained experience with 
cohesion policy, Poland is developing new domestic regional policy frameworks to 
determine or guide broader, national approaches to regional development. 

6.4. Conclusions 

Over the last four decades European regional policy has developed into one of the 
main areas of European Union activity. While the European regional policy impact 
on the reduction of regional disparities has remained limited (it has been confi rmed 
by the cohesion reports of the European Commission itself), its impact on European 
governance has been much more signifi cant. European integration challenged the 
domestic patterns of territorial interaction and regional policies. Europeanisation 
research has explored the EU’s impact on domestic regional policies, institutions and 
political processes. Th is infl uence is visible in practically all key elements of regional 
policy: actors, policy instruments, resources and objectives. Th e Polish case shows 
how European regional policy initiatives have induced a strong Europeanisation eff ect.

Th is chapter concludes that European regional development principles can 
have a signifi cant impact on domestic regional policy reform. In particular, the 
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Commission-driven concept of partnership has left its mark. It has promoted an 
increased participation of subnational and semi-public actors in the European policy 
process. It is not only the case of Poland but also other Central and Eastern European 
Countries (Ferry & McMaster, 2013; Yanakiev, 2010), although the nature and the 
extent of domestic changes vary across them. Europeanisation plays a key role in 
institutional and policy change at the domestic level of governance; however, the 
latter is crucially dependent on specifi c qualitative features of the domestic institu-
tional infrastructure favourable for policy learning. EU regional policy also aff ects 
the actors of national policies in old Member States. Conzelmann (1998) took the 
German regional policy as an example and suggested that the EC context may mat-
ter for policy development through: changing preferences of the actors involved in 
regional policy-making; mobilisation of new actors and the emergence of new actor 
coalitions in domestic policy domains; serving as a source of inspiration for policy-
makers looking for alternative policy ideas.

Th e chapter shows how the four main principles of EU regional policy have been 
implemented in Poland, and what their impact is on the key elements of national 
development policy. Th e conclusion is that the principle of partnership primarily 
infl uenced the actors of regional policy, the principle of programming – the political 
instruments of this policy, additionality – fi nancial resources, and concentration – 
policy objectives. Consequently, the research hypothesis, stating that the high level of 
co-fi nancing of Polish regional policy by the structural funds and the Cohesion Fund 
results in the fact that the objectives and principles of this policy are determined by 
the regulations of the EU cohesion policy, has been confi rmed. However, the level of 
this determination may be contested. Despite the promotion of multi-level govern-
ance and the increasing participation of regions in the implementation of regional 
policy, their infl uence on the formation of this policy is still limited. Th e weakness 
in strategic thinking results in the fact that the strategic approach is often illusory, 
and that means the primacy of the recommendations of the European Commission 
over own strategies. Co-fi nancing of EU funds is so signifi cant that it is diffi  cult 
to fi nd the resources to conduct separate national regional development policy, 
which increases the danger of shallow Europeanisation. Finally, the concentration 
on EU priorities may lead Poland to fulfi lling the objectives of the EU rather than 
its own. However, Poland is trying to develop new domestic regional policy frame-
works to determine broader national approaches to regional development. Although 
the dominant source of fi nancing development investments in Poland in the 2014-
2020 perspective are the EU cohesion policy resources supplemented by national 
input, the new regional policy is increasingly based on internal conditions and aimed 
at the construction of a policy model exceeding the framework of the European 
regional policy.

Because these considerations have been developed against the background of 
just one sample country, the general validity of the arguments may be limited. Th is 



Chapter 6. Europeanisation of Europe Through EU Regional Policy: Towards a Tighter Integration    117

is compounded by the fact that Poland is the biggest benefi ciary of cohesion policy, 
which, on the one hand, makes this country an interesting example for analysis, but 
on the other hand, it may result in the impact of the EU on national structures being 
greater than in other Member States. As a result of such peculiarities, further cases 
of regional policy change both in Poland and in other EU Member States have to be 
researched before the level of speculation can be abandoned.
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Chapter 7

Europeanisation of Industrial Policy: 
Towards a Re-Industrialisation of Europe1

Marta Ulbrych
Cracow University of Economics

7.1. Introduction

For the past three decades the neoliberal concept has been the consensus in west-
ern-led international organisations, such as the World Bank. It was assumed that 
government failure is generally worse than market failure. In this context, the role 
of the state in the market economies should limit itself to regulating markets and 
correcting market failures. But the last global economic crisis questioned the eco-
nomic beliefs that determined the mainstream view about public economic strategy 
(Wade, 2010). As a result, industrial policy is back on the agenda and it needs reas-
sessment. Nowadays, no one believes that central planning and nationalisation give 
better results than competition and market self-regulation. At the same time, no one 
assumes that markets by themselves result in Pareto-effi  cient outcomes, and that 
market liberalisation and the lack of government involvement in the allocation of 
resources are a suffi  cient impulse generating economic growth. Furthermore, climate 
change and the East-Asian country dominance of the world market have started 
to become a major challenge. A signifi cant fact is that most successful developing 
countries follow a pragmatic approach to promoting the industrial base. Th erefore, 
currently more strongly than ever before, the European Union (EU) faces the task 
of meeting international competition and improving energy effi  ciency. Th e ambition 
of EU leaders is the return to a strong industrial base in the decades to come, after 

1 Th is publication received fi nancial support from the resources granted to the Faculty of Eco-
nomics and International Relations of the Cracow University of Economics as part of the subsidy for 
the maintenance of the research potential.
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the rise of the fi nancial services sector. Activities in this fi eld, however, require joint 
action and solidarity between Member States. 

Consequently, research eff ort is being devoted to the analysis of the development 
in the approaches to the theory of industrial policy, the evolution of industrial policy 
within the EU and the process of its Europeanisation. It is also important to identify 
trends in manufacturing in EU countries and its eff ectiveness compared to major 
global competitors. Th e fi ndings will allow us  to illustrate the achievements in this 
fi eld and indicate the key challenges for the EU in the fi eld of the common approach 
to industrial policy. In this respect the research will be performed primarily on the 
basis of a review of the literature, offi  cial documents of the European Commission 
and an analysis of Eurostat and UNIDO statistics.

7.2. Discussion of Industrial Policy and Economic Development

Industrial policy, as a kind of economic policy, is a subject of continuous debate. In 
general, it refers to government intervention that directs the structural development 
of economies from low to high productivity activities. Th e main reason and justifi -
cation for the use of industrial policy are market failures and externalities. Th e fi rst 
motive is based on the assumption that free market forces are not able to achieve 
effi  ciency in the allocation of goods and services (due to e.g.: imperfection of compe-
tition, asymmetries of information, coordination failures). Th en state intervention is 
necessary to correct market failures and thus support industrialisation and generate 
new jobs. Th e second drive, namely externalities, describes an economic side-eff ect 
that aff ects an uninvolved third party. Even though the justifi cation for conducting 
industrial policy is clearly defi ned, a coherent defi nition has not been developed yet. 
Th e biggest controversy around the idea of this policy is the result of the ongoing 
discourse between the supporters of liberal and interventionist approaches to the 
economy. In point of fact, the scope and nature of the defi nition have changed over 
time depending on the prevailing doctrine. Following the evolution of the theory and 
practice of industrial policy in the post-World War II period it can be divided into 
three phases (Naudé, 2010, p. 10-12):

I. 1940s to late 1960s
After the end of World War II, during the post-war reconstruction, the idea of state 
intervention had many supporters. In that period it was believed that industrialisa-
tion is necessary for development. Taking into consideration that market failures are 
rampant, especially in developing countries, industrial policy is required, in particular 
infant industry protection and state-ownership. 
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II. 1970s to late 1990s
In contrast to the previous period, theory and practice moved in opposite directions. 
Criticism of the previous period regarding the use of the policy as a tool for picking 
winners and thus distorting competition gave reason for a rethink. Th e basic premise 
of that time was the assumption that minimum government interference is the basic 
prerequisite for growth and industrialisation. A reduced role of the state and market 
liberalisation would lead the price mechanism to allocate resources effi  ciently. Such 
an approach was largely a consequence of the Washington Consensus and the uni-
versal liberalisation of trade, privatisation and attracting foreign direct investment. 
Th e same industrial policy was remarked to be intolerable because of government 
failures and rent-seeking behaviour, which increase one’s share of the existing wealth 
and income inequality. 

III. 2000 to present
Th e industrial policy debate revived after the East Asian fi nancial crisis of 1997-98. 
Some researchers then indicated the wrong policy and granting of direct loans to 
unprofi table sectors as a cause of the crisis. Consequently, industrial policy sceptics 
believed that all selective industrial policy is economically destructive. At the same 
time, failures were noted of industrialisation under the structural adjustment policies 
of the Washington Consensus. A visible and widespread change in the approach to 
industrial policy can be noted during the 2008 fi nancial crisis and after, when the 
renewed discourse was launched. An analysis of the causes of the crisis has shown 
that the deregulation of the 80s and 90s enabled the development of the fi nancial 
sector as a dominant force in many developed countries, which was accompanied 
by a widespread deindustrialisation. Th e term deindustrialisation itself has negative 
connotations but it is actually a consequence of development in the direction of 
an economy based on knowledge. Th e phenomena do not lead to the elimination 
of production as a form of manufacturing, but result in an increasing role of ser-
vices (servicisation), advanced technology industries and decrease human involve-
ment in many stages of the production process (Ulbrych, 2015, p. 87). Based on the 
above, it can be assumed that policy-makers, in response to the post-crisis stagna-
tion, saw an urgent need to boost growth, not just through demand stimulus but 
also through improvements to the supply side, including infrastructure provision, 
technology support and measures to help fi rms and sectors that had been aff ected 
(Warwick, 2013, p. 10). An analysis of the causes of the fi nancial crisis through the 
lens of regulatory failures, a greater awareness of the importance of market failures 
and concern about the labour market aroused a debate on industrial policy. Th e need 
to implement it became apparent, however the question of its shape remains (the 
how rather than why is crucial). It is now widely accepted that industrial policy is 
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instrumental in terms of technological upgrading and economic growth, but greater 
fl exibility in the practice of industrial policy is important. Th e horizontal approach 
and creating general conditions through appropriate macroeconomic policy instru-
ments are still promoted but a growing number of followers has also adopted a selec-
tive approach, which promotes some sectors ahead of others. Defending industrial 
policy for specifi c sectors has always been a diffi  cult task, however manufacturing is 
no longer the same as the production of goods. One must admit that manufactur-
ing today is much more than the pure production of tangible things. Th e  changing 
nature of manufacturing and services should be taken into account when fi xing 
a  policy framework. Manufacturing industries increasingly sell and buy services, 
while services industries have become very similar to manufacturing industries (De 
Backer et al., 2015, pp. 4-5). Similarly, industrial policy refers not only to a nar-
rowly defi ned strategy targeted at manufacturing but also to other policies. It is 
closely linked to the overall socio-economic policy and its content consists of actions 
taken in other areas (such as: trade, education, tax, labour, energy, environment, 
infrastructure, competition).

Th erefore, a very broad defi nition will be quoted in this text, which corresponds 
to the so-called “new” or “systemic” industrial policy. Th is policy should be based 
on new technologies, its goal is to support society’s long-term targets and its spirit 
aims at securing framework conditions favourable to industrial competitiveness 
improvement. According to the literature on the subject a future-oriented indus-
trial policy in the globalised world should focus on the following elements (Aiginger, 
2014, p. 8-9):

• Cooperation between the government and private sectors.
• Promotion of new activities, support for broad sectors, never fi rms.
• Creation of new comparative advantages to help developing countries diver-

sify and stimulate exports, not prevent imports. 
• Governments should only intervene where they have long-term interest.
• Synergy between diff erent kinds of economic policy and the spillover eff ect.
• Prevention of “lock-in” situations and of investing in old, dirty technologies.
Th e last point suggests another reason to redefi ne the policy discussed. Th at is the 

climate challenge and moving to a low-carbon, low-environmental-impact economy. 
Th is area of activity should be driven by governments in the form of coordination, 
subsidisation, protection and large scale investments. Researchers make the case 
for a green growth, which can be defi ned as a trajectory of economic development 
based on the sustainable use of non-renewable resources. Industrial policy, or the 
so-called green industrial policy can play an important role in achieving this objec-
tive, because necessary technologies need to be publicly subsidised (through support 
for investment in clean technologies and pricing carbon). Th e development of new 
technologies generates positive spillovers that are not fully captured by the original 
investors. Th ese may take the form of cross-fi rm externalities, industry-wide learning, 
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skill development or agglomeration eff ects (Rodrik, 2014, p. 470). Government inter-
vention to stimulate green innovation and growth can be reduced as soon as clean 
technologies gain suffi  cient productivity advantage. 

Despite the current consensus among most researchers and policy-makers on the 
need for industrial policy, it still remains a controversial topic2. Th e main question is 
about the role of industrial policy as a potential means to stimulate economic 
growth and at the same time to improve competitiveness. Answering it requires 
understanding the main recent drivers of economic growth, in which two key 
dynamics behind the growth can be emphasised. Th e fi rst is the development of 
fundamental capabilities in the form of human capital and institutions. Long-term 
growth depends on the accumulation of these capabilities, but they also have high 
set-up costs and growth based on them is slow. Th e second is structural transfor-
mation, which means the evolution of new industries with a higher productivity 
rate and the transfer of labour from lower-productivity activities to modern ones. 
Rapid economic growth through industrialisation can take place even in econo-
mies characterised by a low level of fundamental capabilities. Th e policies needed 
to run the mentioned drivers of economic growth diff er. Th e fi rst types of policies 
entail a broader range of investment in skills, education, administrative capacity and 
governance. While the second can take the form of narrower, targeted remedies 
(Rodrik, 2013, pp. 3-5). However, the choice of sectors remains a problem, because 
they are not all equal in terms of diff erential returns to labour and capital. It is 
believed that competitive advantages, particularly in industrialised countries, should 
be based on innovation; fi rms are then not dependent on unsustainable cost advan-
tages such as low wages or exchange rates. Moreover, such fi rms can create and 
maintain barriers to entry and the rents associated with them (Shapiro, 2007, p. 5). 

2 Th e researchers adduce a number of negative examples learned from failed industrial policy, 
such as (OECD, WTO and World Bank Group 2014, p. 26):

•  Indiscriminate subsidies, which increase the risk of adverse selection of benefi ciaries and often 
do not translate into productivity improvements.

•  Never-ending support, due to the absence of sunset clauses.
•  “Cathedrals in the desert”, danger of building large manufacturing plants that do not fi t in with 

economic structures.
•  Preventing competition, which disrupts productivity growth.
•  Closed-door bureaucracy-led prioritisation restricts the possibility of generating information 

fl ows.
•  Capture by incumbents, while targeted mechanisms to encourage the creation of start-ups are 

needed. 
•  Low critical mass for investments, which limits the eff ectiveness of industrial development 

plans. 
•  Short-term horizon and annual budgeting – technological and production capabilities take 

time, so industrial policy with short-term horizons and based on annual budgets tends to not 
be credible.

•  Lack of monitoring and evaluation mechanisms. 
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Th e manufacturing sector is necessary for research and innovation, it generates 
externalities in technology development, skill creation and learning, which are crucial 
for competitiveness.

In sum, industrial policy targeting not only manufacturing in the strict sense 
but industry at large3 should be considered broadly, as any policy redirecting an 
economy’s sectoral allocation where market incentives are misaligned with public 
objectives. Governments are concerned about employment, distribution and the 
environment in ways in which the market often is not (Stiglitz & Greenwald, 2014). 
Although the theoretical case in favour of using industrial policy is strong, there are 
still diffi  culties in achieving eff ective interventions in practice. Th erefore, this issue 
requires discussion and should be considered in the long term. 

7.3. EU-isation of Industrial Policy

Discussing the process of the EU-isation or Europeanisation of industrial policy 
requires a  thorough understanding of the notion, which is equivocal, variously 
perceived and analysed from diff erent points of view. Th e complexity and many 
aspects of the process have not yet allowed for a scientifi cally rigorous defi ni-
tion to develop. Generally, the concept of Europeanisation is used to explain two 
processes: Europeanisation and EU-isation. Th e fi rst refers to a process which is 
a  particular case of Westernisation, while the second is only a part of the process 
that concerns the EU. Today, Europeanisation more often refers to the EU than to 
Europe or European civilisation. Although some authors suggest a diff erentiation 
between these two terms, the vast majority of researchers use them interchange-
ably or use only Europeanisation (Wach, 2013). In the context of this paper the 
 following interpretation of Europeanisation is used. It includes processes of construc-
tion, diff usion, institutionalisation of formal and informal rules, procedures, policy 
paradigms, styles, ways of doing things and shared beliefs and norms which are fi rst 
defi ned and consolidated in the making of EU decisions and then incorporated in 
the logic of domestic discourse, identities, political structures and public policies 
(Radaelli, 2000, p. 4). 

In order to achieve the proposed objective it is necessary to study the evolution 
of the legal basis and political framework for industrial policy in the EU. Treaties 
establishing the European Communities (EC) do not contain a direct reference to 

3 Th e diffi  culty surrounding the concept of industrial policy results from the ambiguity of the 
term industry. In popular use, industry tends to mean the manufacturing industry and is classically as-
sociated with secondary sectors, as opposed to primary (agriculture, forestry, fi sheries and extractive 
industries) or tertiary (services) sectors. But industry can also be understood in a much broader sense 
as encompassing all activities that allow the transformation of research results into new products and 
services (Bosch, 2014, p. 5). 
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common industrial policy4. Th e vast majority of Western European states retained 
interventionist national industrial policies, which were characterised by very dif-
ferent sectoral aims. It was only in the 70s of the twentieth century that attempts 
were made to determine the rules of the common industrial policy. Th e European 
Commission then noticed its importance and appointed the General Directorate for 
industrial policy in 1967. It was entrusted with the coordination of national poli-
cies and monitoring external competitiveness and cooperation to improve the pro-
ductivity of European industry and maintain a high level of employment. Actually 
already in 1965 the European supranational industrial policy became fashionable, 
when important European Economic Community (ECC) industrial policy projects 
were initiated. Th ey were intended, fi rstly, to develop a common policy in science and 
technology, secondly, to facilitate cross-border mergers, thirdly to promote high-tech 
sectors and fi nally, to support declining industries. Th ese initiatives originated from 
a group of mainly French and Italian politicians. In April 1965 a special committee 
known as PREST (Politique de Recherche Scientifi que et Technologique) was set up 
to elaborate a common research policy among Member States to face the growing 
international competition, especially from the United States (Grabas & Nűtzenadel, 
2013, pp. 58-59). Since that time, increasing emphasis was put on the global context 
and the EEC tried to boost the competitiveness of European companies through the 
development of industrial policy. 

Following the advance of industrial policy in the European Union, one may dis-
tinguish three basic stages: 1970-1980; 1990-2000; 2000-present (Bianchi & Labory, 
2011, p. 134). Th ey directly correspond to the mentioned delimitation of the theo-
retical approaches to industrial policy and their synthetic summary is presented in 
Table 7.1.

Th e fi rst stage of evolution of the common European industrial policy covers 
the 1970s and 1980s. Th en actions were initiated aiming at the elaboration of its 
rules, which in 1973 resulted in the adoption of the memorandum of the European 
Commission on the programme of action in the scope of industrial policy (SEC(73) 
1090). It was emphasised that the common policy will allow for a better allocation 
of resources and the elimination of barriers in the internal trade of the Community, 
and the liberation of access to the public orders market was supposed to facilitate 
this. Emphasis was also placed on the support of cooperation between enterprises 
through the creation of legal and fi scal frameworks facilitating their functioning. 
Two sectors turned out to be the priorities: advanced technology and branches in 
crisis, requiring restructuring. At the same time, high-technology industry develop-
ment was considered to be a necessary factor for the maintenance and promotion 
of a high level of competitiveness in the Community. 

4 Th e only reference to industry was linked to competition policy in articles 92 to 94, which relate 
to state aid rules (Treaty Establishing the European Economic Community).
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Table 7.1. Th e evolution of the EU industrial policy.

Period Major 
events

Th e most important 
provisions

Th e policy 
concept

1970s– 
to late 
1980s

1973, the memorandum of 
the European Commission 
on the programme of ac-
tion in the scope of indus-
trial policy

•  proposals for a common 
industrial policy for 
a better allocation of 
resources

an interventionist and 
selective approach

1990s–
2000

1993, industrial policy was 
granted legal bases with 
the Maastricht Treaty 

•  competition mechanism 
•  ensure the conditions 

necessary for the 
development of industry

•  emphasis on innovation 
as a source of EU 
industrial development

principle of subsidiarity,
horizontal approach

2000– 
present

2000, a formula for the 
new industrial policy in the 
Lisbon Strategy

•  intensifi cation of 
innovative processes

•  inclusive growth

an integrated approach to 
industrial policy based on 
the programme containing 
cross-sector and sector-
specifi c initiatives

Source: own study.

Despite these promises, the European industrial policy still did not have a com-
munity character and it remained under the infl uence of the respective Member 
States. Its rules were the result of the regulations within the trade and competition 
policy. An emphasis was put on the resources necessary for development, i.e. human 
capital, fi nancial capital and raw materials, expanding the range of rules guarantee-
ing their availability. An interventionist and selective approach to industrial policy 
prevailed during this time. It was characterised by supporting declining as well as 
selected industries or enterprises – the so-called national leaders in the industries 
deemed important for the development of the national economy. Emerging branches 
were protected from external competition in the initial stage of their development. 

Th e second phase diff ered substantially from the previous one. Along with the 
single internal market building programme, the fi rst collective actions aimed at pro-
moting industrial development were taken. Th e recovery of the competition mecha-
nism enforced, inter alia, the restructuring and modernisation of enterprises and 
provided an important stimulus for industrial policy. Th e ability of governments to 
promote their industry selectively was limited, and the previously protected branches 
were partly liberalised. Th e document entitled Industrial Policy in an Open and 
Competitive Environment (COM(90) 556 fi nal), published in 1990, directly dealt 
with industrial policy issues. It contained guidelines aimed at improving the level 
of competitiveness of the Community industry in the global market. It was stressed 
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that enterprises are the entities responsible for the level of competitiveness; public 
authorities may, however, support this process by creating a stable and favourable 
business environment. Additionally, the rules of conducting policy by the EU have 
been indicated, proposing a coherent and compatible application of all the rules of 
the EU in relation to industry. First of all, the principle of subsidiarity, which aims 
at determining the appropriate level of interventions in the area of competences 
shared by the EU and the Member States, should apply. Th e EU may intervene 
only if it is able to act more eff ectively than national states. Th en, the method of 
the interventions aimed at individual industries, undertaken in the 70s and 80s of 
the 20th century, was negated. Actions aimed at supporting development should 
concern the entire industry and attention should be focused on coordination in 
the fi eld of research. However, despite the aforementioned prerogatives, industrial 
policy was granted legal bases with the Maastricht Treaty in 1993, which in Title XIII 
reiterated the need to ensure the conditions necessary for the development of indus-
try5. In 1993 the European Commission published the White Paper entitled Growth, 
Competitiveness and Employment, which contained a proposal regarding the promo-
tion of industrial development as a prerequisite for economic growth and increase in 
employment in conditions of international competition (COM(93)700). It included 
prospective industries which are worth investing in (industries based on knowledge, 
biotechnology, advanced technology products), and also indicated a tool enhanc-
ing the development of industry (investment support in the areas where European 
industry is already competitive, promotion of international free trade and reduction 
of regulations and bureaucracy). Another document that focuses on innovation and 
creating an information society was a 1994 report by Commissioner M. Bangemann 
entitled Europe and the Global Information Society. Th ese recommendations defi ni-
tively confi rmed the change in the approach to industrial policy, i.e. moving from 
direct intervention to horizontal support. 

5 At present, Title XVII, Art. 173 of the Treaty on the Functioning of the European Union (TFEU), 
the fi rst two points of which are as follows (C 326): 

“1. Th e Union and the Member States shall ensure that the conditions necessary for the com-
petitiveness of the Union's industry exist. For that purpose, in accordance with a system of open and 
competitive markets, their action shall be aimed at:

•  speeding up the adjustment of industry to structural changes;
•  encouraging an environment favourable to initiative and to the development of undertakings 

throughout the Union, particularly small and medium-sized undertakings; 
•  encouraging an environment favourable to cooperation between undertakings;
•  fostering better exploitation of the industrial potential of policies of innovation, research and 

technological development.
2. Th e Member States shall consult each other in liaison with the Commission and, where neces-

sary, shall coordinate their action. Th e Commission may take any useful initiative to promote such 
coordination, in particular initiatives aiming at the establishment of guidelines and indicators, the 
organisation of exchange of best practice, and the preparation of the necessary elements for periodic 
monitoring and evaluation. Th e European Parliament shall be kept fully informed”.
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Th e formulation of the principles concerning the third stage of development of 
the European industrial policy was a response to the rapid growth of US productivity 
since the mid-90s of the 20th century, associated with the implementation of infor-
mation technologies. Th e Lisbon Strategy was adopted in 2000 following a discussion 
on the directions of economic development of the EU. It assumed that the aim of 
the European Union is to withstand international competition thanks to the dynamic 
development of the knowledge-based economy by 2010. Within the framework of 
the Strategy a formula for the new industrial policy based on the intensifi cation 
of innovative processes was developed in July 2005, in the Communication from the 
Commission: Implementing the Community Lisbon Programme: A policy framework 
to strengthen EU manufacturing – towards a more integrated approach for industrial 
policy. Th is was an integrated approach to industrial policy based on the programme 
containing cross-sector and sector-specifi c initiatives (COM(2005) 474). Th e docu-
ment indicated the direction of changes that would lead to an increase in industrial 
competitiveness, the creation of new jobs and increased spending on research and 
development by attracting investments within this scope. Th e EU industrial policy, 
built-up over the years, was fi nally determined and its content consists of activities 
undertaken in various areas, directly and indirectly aff ecting the creation of an envi-
ronment favourable to industrial development. EU legislation on industrial policy 
is a  set of general guidelines regarding industry development trends and does not 
require implementation in national law. 

Th e current debate around industrial policy was triggered by the aftermath of the 
global crisis in 2008. Th e low level of economic growth of the European countries 
and a growing number of interventions by public authorities became an inspiration 
for the current discourse that has been incorporated into the Europe 2020 Strategy. 
A Strategy for Smart, Sustainable and Inclusive Growth, adopted in 2010, is a response 
to the economic crisis, increasing international competition, an aging population and 
climate changes. A knowledge-based and environment-friendly economy that uses 
the available resources effi  ciently should be the source of economic growth. Seven 
initiatives, including the project An Integrated Industrial Policy for the Globalisation 
Era. Putting Competitiveness and Sustainability at Centre Stage, have been prepared 
for the implementation of the agreed priorities. Th e aim of the mentioned project is 
to stimulate growth and create jobs by maintaining and supporting a strong, diversi-
fi ed and low-carbon industrial base. Th e key elements that have been proposed in 
the context of these assumptions include (COM(2010) 614 fi nal):

• connection of the horizontal base and the sector-specifi c application, i.e. the 
application of an individual approach to all sectors;

• taking into account the entire value and supply chain: from access to energy and 
resources, through infrastructure, to after-sale service and recycling of materials;

• the Commission keeping the Member States regularly informed on competi-
tiveness, the EU industrial policy and the eff ects thereof. 
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Th e essential tasks assigned to the EU industrial policy focus on: creating 
a favourable environment for the operation of small and medium-sized enterprises; 
coordinating actions within education, research and development; shaping economic 
and social EU cohesion; modernising the industry through a proper management 
of resources, both energy and carbon effi  ciency, and adapting industry to structural 
changes in the global economy. 

Th e need to create a strong and competitive industrial base, in terms of both 
production and investment, requires a coherent approach to the design and realises 
a full range of EU policies and a better integration of initiatives in order to best 
exploit synergies. Figure 7.1 shows a scheme of an integrated or systematic policy. 
A systematic industrial policy needs to be derived from society goals, thus is pulled 
by a vision and pushed by competition. Among the better rules required for a suc-
cessful industrial policy, interaction and interdependence are essential between the 
regulations in a number of areas: internal market, trade, competition, energy, educa-
tion and regional policy. In particular the combination of innovation and industrial 
policy is very important for long-term growth. Such a forward-looking goal requires 
rethinking the role of public policy in the economy in order to predict the direction 
of innovation. Th is gives rise to a new justifi cation of government intervention to 
shape the market and support more inclusive growth. 

Th e importance of the concept of a new industrial policy and the priority impor-
tance of the innovative industry for the growth of the EU economy and moving out 
of the crisis have also been stressed in the EU re-industrialisation strategy, adopted in 
October 2012 (COM (2012) 582 fi nal). It envisages increasing the share of industrial 
production in the creation of the EU GDP up to 20% by 2020 (in 2011 it was 15.5%) 
and focuses on the following pillars: investments in innovation, creation of better 
market conditions, access to fi nance, human capital and skills. In line with the previ-
ously agreed objectives the communication For a European Industrial Renaissance 
was launched (COM(2014) 14/2). Th is communication concentrates on reversing the 
industrial decline and reaching the target of 20% of GDP for manufacturing activities. 
At the same time, pressure for a “greener” industrial policy arises from the 20/20/20 
energy goals and from the Roadmap for 2050 to reduce greenhouse gases. 

EU industrial policy has developed through several documents setting competi-
tiveness and sustainability in the centre of attention. According to the theoretical 
background indicating that industry matters, the statement that industrial policy is 
helpful in boosting productivity in the manufacturing industry and associated ser-
vices is justifi ed. Nevertheless, “the 20% target” is rather debatable and artifi cial. It 
should be stressed that there are at least two elements that lead to some confusion. 
Firstly, the defi nition of industry is very broad (the common statistical classifi cation 
of economic activities in the EU – NACE – states that industry covers: a) manu-
facturing; b) electricity, gas, steam; and c) air conditioning and water supply, sewer-
age, waste management and remediation activities). In addition, all actions proposed 
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by the Commission were developed to address some diffi  culties of companies only 
from the manufacturing sector. Whereas the calculation of the relationship between 
industry and GDP is incorrect. Furthermore, GDP is the sum of gross value added 
(GVA) and it includes added value of the agricultural, industry (including manu-
facturing)  and service sectors. Th ere is no suggestion in the debates about which 
component should be reduced in favour of industry. Assuming that the share of 
agriculture reaches 1.6%, the service sector remains. Meanwhile, its role is also high-
lighted as well as its increasing importance to the economic output and job creation 
in the EU (Ambroziak, 2015, p. 72-73).

Th e creation of a common industrial policy is not an easy task, which is primarily 
due to the diff erences in the level of development among the Member States and the 
level of concentration of the industry. Based on those diff erences, countries can adopt 
identical policies with very diverse results, since they have unlike sets of market fail-
ures and a varying quality of institutions and their eff ectiveness. Th e experiences of 
the European countries show a fundamental statement that emphasises the dynamic 
nature of industrial policy and its ability to change and to reconsider the adopted 
aims and the instruments used. Over the past two decades the EU industrial policy 

Figure 7.1. Th e systematic industrial policy.

Source: Aiginger 2015, p. 374.
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has been taken to represent horizontal measures aimed at strengthening the busi-
ness environment, incentives for investing in R&D and innovation, the support of 
small- and medium-sized enterprises and the like. Th e Europe 2020 Strategy stressed 
a targeted approach based on sector-specifi c initiatives to make the EU an attrac-
tive place for industrial investments and job creation. Nowadays, the role played by 
industrial policy at the EU level is essentially considered to be the provision of frame-
work conditions. A new industrial policy paradigm is implemented through a process 
of trial and error, implying an institutionalised dialogue between public authorities 
and private agents as well as a pragmatic public-private partnership (Pellegrin 2015, 
p. 7). Th erefore, general references have been developed as well as objectives such as 
competitiveness, growth and jobs, but without explicit mention about how industrial 
policy can help achieve these objectives. Th e issue of fi nancing the intended tasks is 
also important. Although signifi cant funds are mobilised by programmes contribut-
ing to industrial policy (including Cohesion Policy or Horizon 2020), there are no 
fi nancial resources appropriate for this policy.

7.4.  Structural Change in EU Economy and the Challenges for the 
Manufacturing Sector

Both theoretical and recent policy debates have confi rmed that manufacturing is 
a  very important pillar of the industrial sector and economy. In this context, the 
condition of the manufacturing sector in the EU and its Member States is worth 
analysing. 
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Figure 7.2. Share of sectors in EU GVA in 2000 and 2014 (% of total GVA).

Source: European Commission 2015, p. 17.
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Source: European Commission 2015, p. 24.

Changes in the structure of EU output and employment have shown a shift from 
manufacturing to services. Between 2000 and 2014 the share of manufacturing in EU 
GVA fell by 3.5 percentage points, from 18.8% to 15.3% (in relative terms, because in 
real terms the value added in manufacturing increased over this period). 

Figure 7.2 shows that the GVA shares of agriculture, industry and construction 
decreased while those of the service sector increased. Th is situation is the result of 
a higher elasticity of demand for certain services compared to most manufactured 
goods. Furthermore, global competition and the reallocation of manufacturing to 
low-cost producers outside the EU also adversely aff ected the changes.

Analysing the changes in the structure of employment in the EU, a decrease can 
be noticed between 2000-2014 in the shares of agriculture, industry and construc-
tion. Compared to 2000, the share of manufacturing decreased by 3.5 percentage 
points, while the share of services increased by 7.4 percentage points (Figure 7.3). 
Employment in manufacturing fell due to increasing labour productivity through 
technological progress and automation. Moreover, the structural shifts within the 
manufacturing sector are going in the direction of more technology-intensive indus-
tries, which are less labour-intensive.

Th e above analysis clearly shows the declining importance of manufacturing in 
the EU both in GDP and employment in favour of the services sector. In this con-
text, the crucial question concerns the possibility of maintaining the EU social and 
economic model through services-led growth. Th e regress of manufacturing in the 
economy is a matter of concern for policy-makers for several reasons (European 
Commission, 2015, pp. 5-6):

• services depend on a strong manufacturing base for their material inputs and 
in terms of demand for business services;
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• services are less tradable than goods and do not have such strong export 
potential as manufacturing;

• the major share of company R&D takes place in manufacturing.
Th e EU, however, is not an exception in terms of manufacturing regress. It is 

worth stressing that global manufacturing has changed over the last two decades. It 
has been characterised by a signifi cantly higher pace of growth in developing coun-
tries compared to developed countries.

Table 7.2. Average annual real growth rate of MVA and GDP (%), 2000-2013.

Country group
MVA GDP

2000-
2005

2005-
2010

2010-
2013

2000-
2005

2005-
2010

2010-
2013

World 3.4 1.4 2.8 2.9 1.9 2.4

Industrialised economies 2.4 -0.7 1.5 2.3 0.7 1.5

Emerging industrial economies 4.3 3.7 2.8 4.0 4.1 3.6

China 10.7 11.1 8.3 9.8 11.1 8.2

Other developing economies 4.8 4.7 2.4 5.1 5.1 2.1

Least developed economies 5.9 6.8 6.9 5.8 6.2 4.4

Source: UNIDO (2015b).

Most of the global manufacturing growth was contributed by developing and 
emerging economies (with the largest share of China, where the manufacturing value 
added – MVA6 grew by 10% on average – Table 7.2). Th e MVA annual growth 
rate  of industrialised economies has remained at around 1% for three consecutive 
periods. Th e low growth path was especially evident in the EU15 (the core economies 
of the EU), where the average annual growth of MVA was 0.5% compared to 7.4% in 
the EU12 (the new Central and Eastern European Member States). 

As a consequence, the share of industrialised economies in the world MVA has 
fallen due to the increasing scale of production in developing countries. According 
to fi gure 7.4, which shows the distribution of MVA in 2014, industrialised economies 
account for 64.1% of global output. Among the industrialised economies, the EU 
countries create 21.5% of world MVA (in 2005 they accounted for 26.3%). 

Four European economies are listed among the top ten global manufacturers, 
namely Germany, Italy, the United Kingdom and France (Figure 7.5). Manufacturing 
in the mentioned countries represents nearly 70% of the value of the sector in the EU. 

6 Th e manufacturing value added (MVA) of an economy is the total estimate of net output of all 
resident manufacturing activity units obtained by adding up outputs and subtracting intermediate 
inputs (UNIDO 2014, p. 3).



136    Part III. Mesoeconomic Europeanisation

Figure 7.4. Share of world MVA in 2014.

Source: UNIDO 2015a, p. 38.

Figure 7.5. Share of leading manufacturing economies in world MVA in 2005 and 2014.

Source: own study based on UNIDO (2015c).

Nevertheless, all of them have lost their share in world MVA between 2005 and 2014. 
Th e United States with a share of 19.3% remains the leader, however, China’s con-
tribution to global manufacturing production is only 0.9% lower than that of the US.

EU countries are diverse in terms of the importance of manufacturing in their 
economies. Figure 7.6 illustrates a high degree of heterogeneity across Member States 
with respect to the MVA share and GDP growth rate. When it comes to the direc-
tion of changes in individual Member States it is worth noting that over the period 
2005-2014 a slight increase in the share of MVA in GDP was recorded only in the 
Czech Republic, Hungary and Poland. Analysing the data aggregated in Figure 7.6 it 
is hard to fi nd a clear correlation between a large manufacturing base and the pace of 
real GDP growth. In general, the EU12 countries grew at a faster pace, which dem-
onstrates that these countries succeeded in their integration in the Single Market and 
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the catching-up process has been eff ective. Most of them had an above-average share 
of MVA in GDP. In addition, attention should be paid to two Scandinavian countries, 
i.e. Finland and Sweden, as well as Germany, whose share of MVA in GDP amounted 
respectively to 21.3%, 18.1% and 20.3%. Furthermore, the countries that have a large 
manufacturing sector, such as Germany, fared relatively better during and after the 
economic crisis (the recovery was driven mainly by exports of manufactures).

Th ese general structural trends at the global and European level are caused by 
the emergence of new players in the fi eld of manufacturing. In order to meet inter-
national competition, the EU has to face several challenges, such as:

• raising technology intensity;
• improving economic framework conditions and the synergy between diff er-

ent kinds of EU policies;
• energy effi  ciency improvement.
A critical point for the development of EU manufacturing is technology-oriented 

strategy. Th e higher a product’s technology content, the easier the creation of competi-
tive advantage in export. Competitive pressure from emerging economies is felt most 
strongly in low-tech and medium-tech industries because of the lower wage costs. 

Much is achieved if policies do not unnecessarily burden fi rms with regulatory 
costs and administrative rules. EU policies should support Member States in setting 
the right framework conditions. An important shortcoming is the fact that industrial 
policies at the level of Member States are often uncoordinated (Lichtblau et al., 2013).

Figure 7.6. Share of manufacturing in GDP and average change in GDP 2005-2014.

* Bulgaria: industry (except construction).
Source: own study based on Eurostat (2015a and 2015b).
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Th e EU strategy in the energy and environmental fi eld has aff ected the EU indus-
try. Th e Climate and Energy Package adopted in 2008 presents the assumptions of 
the EU energy policy, the so-called “3x20%”, which includes an increase of the share 
of energy obtained from renewable sources, a reduction of CO2 and a reduction of 
the overall consumption of energy coming from primary sources (Pach-Gurgul, 2014, 
p. 49). Th e European Commission considers the reduction of energy use as a priority 
to slow down climate change and decrease dependency on energy imports. Th ese 
actions aff ect the increase of energy prices in the EU. 

Th ese objectives are demanding and they require cooperation between all players 
involved in the process of creating a strong industrial network. 

7.5. Conclusions

Th e EU manufacturing sector has been challenged by trends in recent years, such 
as the increasing relevance of services, more intense competition from emerging 
markets and climate change. A general feature of the EU economy is the struc-
tural shift to the services sector, observable for both manufacturing value added and 
employment. Maintaining a broad and diversifi ed manufacturing base in the EU is 
important, especially focusing on innovative products. In view of these challenges 
the renaissance of the EU industrial policy is justifi ed.

Th ere are no doubts that economic development has a structural dimension and 
growth depends directly on economic fundamentals such as resources, skills and 
capital formation, as well as the optimum utilisation of the factors of production. 
Nevertheless, institutions matter as well, as they can infl uence economic perfor-
mance and improve allocative effi  ciency through, inter alia, industrial policy tools. 
Th e importance of linkages and learning for accelerating productivity growth is obvi-
ous, while the practical implementation remains a problem. Establishing successful 
industrial policy objectives and principles requires an appropriate framework that 
supports industrial development and technological upgrading but also minimises the 
risk of government failure and rent-seeking behaviour. 

Th e EU industrial policy, since the establishment of the Single Market, refers to 
a wide concept based on the principles of pro-competitiveness and deeper internal 
market integration. From the early 1990s onwards, the European Commission has 
increasingly intensifi ed its eff orts to coordinate structural adjustment in Member 
States. Th e support for the legitimacy of industrial policy is particularly evident in 
recent years and the concept of an integrated industrial policy approach deserves 
particular attention. Th is approach stresses, on the one hand, the need for coopera-
tion and the coordination of eff orts between the European Commission and Member 
States, and on the other hand, it emphasises that synergy between all EU policies 
has an impact on the competitiveness of industry. All recent documents refer to the 
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wider industrial policy proposed in the Europe 2020 Strategy goals for smart, inclu-
sive and sustainable growth. Despite this, industrial policy at the common level still 
plays a subsidiary and coordinating role compared to national policies. 
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Chapter 8

Europeanisation of Energy Policy: 
Progress in Spite of Divergent Interests1 

Agnieszka Pach-Gurgul
Cracow University of Economics

8.1. Introduction

Th e European Union’s energy policy, its objectives and measures, have been evolving 
under the infl uence of numerous factors, such as the world energy crises, ecologi-
cal threats, an increase in energy demand, the achieved level of integration and the 
economic and political situation of the Member States. All the above factors, as well 
as an increase in energy prices, and the growing dependence on the import of energy 
sources from outside, made the EU’s ability of joint action in energy policy a neces-
sary element for its existence, stability and global position.

Th erefore, the Europeanisation of energy policy has become a common challenge 
for the entire European Union, especially its three core objectives: the energy security 
of EU Member States, the competitiveness of the EU economy and the protection of 
the natural environment against the harmful eff ects of energy production and sup-
ply. Th is task is extremely diffi  cult and ambitious, as the problems associated with 
the supply of energy resources, the relationships with exporters, the regulations of 
the energy market, investments in the energy sector or energy mix have been fre-
quently perceived as individual issues concerning specifi c EU Member States. Th ese 
issues were regarded as factors making up some part of the independence of the 
Member States, although they were not always compliant with the overall inter-
ests of the European Union or its offi  cial standpoint. Is it possible to work out one 
standpoint so that in issues pertaining to energy policy all the Member States could 
speak with one voice and the energy solidarity of the Member States could become 
a reality and not merely plans? Th is chapter will be an attempt to provide answers 

1 Th is publication was fi nanced from the resources of the Ministry of Science and Higher Educa-
tion granted to the Faculty of Economics and International Relations of the University of Economics 
in Cracow for the research purposes of young academics and PhD students.
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to these important questions and to verify the following research hypothesis: the 
Europeanisation of energy policy is a complex and controversial process, however, 
it may contribute to a better achievement of the three core energy policy objectives 
and increase its eff ectiveness. Th e structure of this chapter refl ects the aim to achieve 
the above-mentioned research purposes. Th e chapter is structured as follows: the 
next section discusses the essence of Europeanisation within the context of the EU 
energy policy, which is followed by a discussion of the origins of the energy policy 
of the European Community. Th en, the directions of change in the EU energy policy 
after 2000 are presented. In such a context, the Europeanisation and the main fi elds 
of the EU energy policy as well as the perspective of the creation of an Energy Union 
are discussed. Th e chapter is closed with some concluding remarks.

8.2.  Th e Essence of Europeanisation Within the Context of the EU 
Energy Policy

Th e European energy policy is a group of objectives which the EU Member States 
wish to attain in the fi eld of electricity and gas as well as the means to pursue these 
objectives. Th is fi eld is dynamically developing as both the objectives and measures 
are continually evolving and enlarging. Until recently, there have been disputes over 
its institutionalisation, as it had not been stipulated in any of the founding treaties 
of the European Community; this was a signifi cant problem from the point of view 
of its effi  ciency.

Energy policy is very sensitive as each of the Member States has diff erent energy 
resources; various macroeconomic performance, divergent economic preferences, 
but above all, diff erent relationships with countries outside the EU. Th e voices stating 
that the EU energy policy is largely ineff ective are growing in number – they claim 
that this policy is too fragmented and diversifi ed at the national level, which is why 
the need to have it Europeanised is stressed more and more frequently. Nevertheless, 
reconciling all the Member State energy issues seems extremely diffi  cult or even 
impossible (Strunz, Gawel, Lehmann, 2014). Th erefore, is Europeanisation realistic 
and what can it signify in the context of the EU energy policy? 

In general terms, Europeanisation means the processes taking place between the 
decisions and actions undertaken on the EU level and the decisions and actions of the 
Member States. According to an early defi nition, Europeanisation is the “process of 
reorientation of the direction and shape of politics in such a way that the political and 
economic dynamics of the European Community become part of the organisational 
logic in the political process on the national level” (Ladrech, 1994, p. 69). In another 
defi nition, Europeanisation is a “set of structures, cognitive frameworks and pro-
cesses taking place on the level of the Member States or below it in the overlapping 
spheres of politics, economics and society; being the direct or indirect consequence 



Chapter 8. Europeanisation of Energy Policy: Progress in Spite of Divergent Interests    143

of European integration” (Anderson, 2000, p. 796). It seems, therefore, that the 
Europeanisation of energy policy is a dynamic process, which, on the one hand, 
consists of the reorientation of the national energy policy into that of a community in 
economic and organisational as well as institutional terms, whilst on the other hand, 
it is the reorganisation of the EU energy policy for the needs of the Member States.

It must be stated that Europeanisation is not merely a one-way path. Th e notion 
of Europeanisation refers both to the situation in which EU Member States are 
forced to adapt (their institutions, laws and politics) to the requirements of opera-
tions within the EU and to the fact that these states themselves are trying to infl u-
ence the decisions taken at the EU level. Th is fi rst dimension of Europeanisation, in 
publications concerning this subject, is referred to as downloading (the introduction 
at a national level of the patterns of behaviour which are appropriate for the EU), 
whilst the other is known as uploading (the transfer of the country’s own interest 
onto the EU forum) (Major & Pomorska, 2005, pp. 1-3; Börzel, 1999, pp. 389-403). 
Frequently, a third dimension of Europeanisation is mentioned, namely crossloading, 
i.e. the exchange of ideas, standards and “modes of acting” between the Member 
States and other entities for which the EU is just a forum or stage. Th is process leads 
to a change throughout entire Europe, not only between the exchanging countries, 
but also inside the EU. Nowadays, the term Europeanisation more and more often 
refers to the European Union itself rather than to Europe, or European civilisation, 
which constitutes a distortion of the etymology of this term. Th us, some authors 
postulate to separate Europeanisation and EU-isation. However, a great majority of 
researchers apply those terms interchangeably or, which happens more commonly, 
only the fi rst term is used (Wach, 2015).

Th us, the essence of Europeanisation lies in mutual infl uence and tension between 
both dimensions: that of the Community and the national one. Th e application of the 
above defi nitions of Europeanisation and its dimensions within the context of the EU 
energy policy lead to some methodological dilemmas caused both by the scope of 
Europeanisation and by the specifi cs of energy policy at the community and national 
level. In order to discuss the notion of the Europeanisation of the EU energy policy, 
it is necessary to analyse the origins of this policy.

8.3. Th e Origins of the Energy Policy of the European Community 

Th e beginning of the European Community’s energy policy is marked by the crea-
tion of the European Coal and Steel Community (ECSC) in 1951. For the signatories 
of the ECSC this was an important event, since the demand of energy, as declared 
at the time, was 90% satisfi ed by hard coal, whereas the steel sector kept increas-
ing energy consumption. Europe’s reconstruction after World War II and the fast 
technological development of the 1950s led to a dynamic economic growth paired 
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with an increasing demand for production factors, including electricity and energy 
resources. Hard coal, mined in Western Europe, could only partially satisfy the need 
for energy within community Member States, whilst increasing imports of natural 
gas and crude oil from countries outside the EU raised the concern of ECSC mem-
bers because of the perspective of a growing dependence on importing resources. 
Th erefore, a number of studies on nuclear energy were conducted, as this particular 
type of energy was meant to contribute to independence from the external supply 
of energy sources (Pach-Gurgul, 2013). 

On 1-2 June 1955, at a conference in Messina, the foreign ministers of the ECSC 
took the decision to initiate cooperation in the fi eld of nuclear energy. It was decided 
then to create a joint organisation to be responsible for the development of atomic 
energy and for the implementation of safe measures to carry out this process. An 
international committee was created under the leadership of the Belgian foreign 
minister P. H. Spaak, who worked out the project of the organisation responsible 
for the nuclear energy sector.

On 22 April 1956 the Spaak Committee presented a proposal to create the 
European Atomic Energy Community. Eventually, in 1957, the ECSC Member 
States signed the Treaties of Rome, pursuant to which the European Atomic Energy 
Community (Euratom) was founded along with the European Economic Community. 

Th e creation of the Euratom was an initiative which confronted, for the fi rst time, 
two opposing visions of such an organisation. Th e vision represented by the European 
Commission, which intended to strengthen the position of the Euratom in the pro-
cess of the integration of the countries of Western Europe and to gain more infl uence 
within the nuclear energy industry of the Member States, was completely diff erent 
than the vision of particular Member States, e.g. France. France, whose atomic industry 
was the most developed at that time, perceived the Euratom as an organisation which 
would support, technologically and fi nancially, its own advanced atomic programme. 

To sum up this period in European integration, it must be stated that energy 
problems were a signifi cant factor in determining the integration needs and aspira-
tions in Europe. 

Th e years following that moment did not bring any breakthrough in the coopera-
tion of the Community members in the fi eld of energy. Still, this cooperation was tak-
ing place on the level of the ECSC and the Euratom. What was missing was common 
planning and the realisation of a common strategy to meet continually growing energy 
needs. Th en a directive on the approximation of the laws of Member States concern-
ing gas meters (Council of the European Communities, 1971) and two other directives 
concerning the minimum stocks of crude oil were adopted. Th e fi rst of the directives 
concerning the crude oil stocks, passed in 1968, specifi ed the minimum stock of 
crude oil as a quantity corresponding to at least 65 days of average daily consump-
tion (Council of the European Communities, 1968). Th e latter, published four years 
later, increased this limit to 90 days (Council of the European Communities, 1972).
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Some worrisome signals and refl ections concerning European energy production 
appeared after the publication of the Club of Rome’s report, Th e Limits to Growth, 
in 1972 (Meadows et al., 1972). Th e pessimistic scenario presented there predicted, 
among other things, the depletion of natural resources (resources of crude oil and 
gas were expected to be depleted by 1990) and power-cuts as a result of the shortage 
of energy resources. Th ese forecasts did not come true, however, the catastrophic 
vision contained in the report encouraged community members to initiate a debate 
on a common energy policy. Fears about the future of our overly exploited planet 
are certainly still real. In the context of energy sources and mineral depletion, the 
development of renewable energy has become crucial and it is an obvious alternative 
to coal or oil (see e.g. Ulbrych, 2015, p. 90).

Th e oil crisis at the beginning of the 1970s, which struck the most industrialised 
and the most crude-oil dependent economies, marked the beginning of a debate con-
cerning the energy security of the members of the European Community. In 1973 the 
Council of the European Community decided to create a special Energy Committee 
whose main task was to work out and submit projects focusing on a joint energy 
policy. One year later the European Commission adopted a detailed action plan in 
this area: Community Energy Policy Objectives for 1985 (Council of the European 
Communities, 1974). Th ese objectives contained a plan to overcome the eff ects of the 
energy crisis, to decrease the dependence on energy imports to 50% and to limit the 
share of crude oil in primary energy consumption to 47%; to increase the effi  ciency 
of energy consumption and to realise energy saving programmes.

It must be stressed that in the 1970s those actions undertaken in the energy 
fi eld were a reaction to the oil crises. With time, new initiatives also appeared. 
In the Single European Act (OJ L 169 of 29 June 1987) the creation of a “com-
mon market” was planned, which gave rise to the initiative to build a “common 
energy market”.

A decisive step towards the creation of a common market was the publication 
of Th e Internal Energy Market (Commission of the European Communities, 1988). 
Th is document presented the objectives and possibilities of the liberalisation of the 
European energy supply market. It specifi ed the areas of incongruence between spe-
cifi c Member States which should be agreed upon and unifi ed. Th ese areas comprised 
the prices and costs of electricity, taxes and access to fi nancial markets, infrastruc-
ture, monopolies and administrative limitations. 

Energy production reforms began with the liberalisation of the sector and a grad-
ual introduction of market mechanisms to encourage competitiveness.

A pioneer of the radical changes in electricity production was Great Britain. Th e 
Electricity Act of 1989 provided for the privatisation of this sector, the separation 
of energy production from its transmission and distribution by means of liquidating 
the monopolist organisation, the Central Electricity Generating Board (CEGB), and 
the introduction of competition in energy production and supply. 
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Th e market transformation of energy production required a clear specifi ca-
tion of the rules concerning, among other things, issues such as trading direc-
tions and conditions, the methods of settling contracts, the consequences of fail-
ing to maintain the standard of provided services, the inclusion, in the energy 
price, of the so-called external costs of using the natural environment by energy 
production, etc. Th e concept of creating an internal energy market and the rules 
that govern it were presented by the European Commission in the Proposal for 
a  Council Directive concerning common rules for the internal market in electric-
ity. Proposal for a Council Directive concerning common rules for the internal mar-
ket in natural gas (Commission of the European Communities, 1991). Th is docu-
ment confi rmed the intention to liberalise the energy production market by means 
of the following:

• the order to separate all the fi elds of energy production (unbundling) and, as 
a consequence, to obtain an adequate balance between price and costs; 

• the principle of TPA (Th ird Party Access), which means a third party’s access 
(for a reasonable price) to transmission and distribution networks.

At the turn of the 1990s, there was a strong intensifi cation of actions for the 
introduction of a common energy policy, with special consideration for the legal 
regulations. At the same time, in the face of increasing energy demands paired with 
a growing dependence on imported energy sources, the European Union strove for 
agreements with third countries (Aalto, Korkmaz Temel, 2014). In order to pro-
vide for a stronger integration in energy production by European countries, the 
European Energy Charter was signed in Th e Hague in December 1991 by 46 states. 
Th e signatories of the European Energy Charter signed the Energy Charter Treaty on 
17 December 1994 in Lisbon, which was then signed by the countries of Europe and 
the former USSR, Japan, Australia and some Mediterranean countries. Th is treaty 
established the legal frameworks for long-term cooperation in energy production, 
based on mutual benefi ts. 

Th e Maastricht Treaty emphasised that the community was extending its activ-
ity in the fi eld of energy production, the welfare of its population and tourism. 
Moreover, it encouraged Member States to create and develop trans-European net-
works (including energy networks). Apart from the above provisions, the Treaty on 
European Union (OJ C 191 of 29 July 1992) introduced a new term: Trans-European 
Networks. Article 129b stipulated  that “the community shall contribute to the estab-
lishment and development of trans-European networks in the areas of transport, 
telecommunications and energy infrastructure” and shall aim at promoting common 
connections and the inter-operativeness of national networks together with access to 
them. Moreover, the need to connect islands, separated and peripheral regions with 
the central regions of the community was highlighted. 

After the Maastricht Treaty was signed, works on the fi nal shape of energy 
policy and its main objective were carried out. In February 1995 the European 
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Commission worked out the Green Paper: For a European Union Energy Policy 
(European Commission, 1994). Th e Green Paper was another attempt to work out 
a consensus between the Member States in reaching a coherent European energy 
policy. Th e document stressed the signifi cance of liberalising the energy markets of 
specifi c countries and the completion of the creation of a “unifi ed energy market”.

After a few months, the White Paper: An Energy Policy for the European Union, 
was drafted with the aim of specifying the reform of the energy sector (Commission 
of the European Communities, 1995). Th e most important pillars of the EU energy 
policy were defi ned there as: the competitiveness of the economy, energy security, 
the protection of the natural environment against the harmful eff ects of energy 
 production and supply.

Th e eff ects of the White Paper were Directive 96/92/EC (European Parliament 
and Council of the European Union, 1996a) concerning the common principles for 
the internal market in energy production (Electricity Directive) and Directive 98/30/
EC (European Parliament and Council of the European Union, 1996b) concerning 
the common principles for the internal market in gas production (Gas Directive). 
Th e objective of these two documents was market liberalisation in these sectors and 
an increase of transparency in energy supply. Th e directives regulated access to the 
electrical energy sector and to gas networks. Th e chief principle of the liberalisation 
of the energy market was then introduced: the TPA principle. 

Both directives provided for a gradual opening of the national markets of electri-
cal energy and gas production by means of specifying the minimum opening thresh-
olds which would be gradually reached by the states. Th e process turned out to be 
by no means easy, as diverse economic conditions and diff erent structures of energy 
production and consumption were an obstacle to full liberalisation. 

In the Green Paper: Towards a European Strategy for the Security of Energy Supply 
(Commission of the European Communities, 2000), the European Commission 
called for an active energy policy and the adoption of a community strategy for the 
energy security of specifi c Member States. Th is document presented the weaknesses 
of community energy production and listed the necessary instruments which could 
guarantee the energy security of Member States. Th ese statements were a reaction 
to the sudden increase in crude oil prices, which took place after March 19992. It 
revealed the structural weakness of the European Union, i.e. Europe’s increasing 
dependence on supplies of external energy resources, the role of crude oil as a fac-
tor in determining the fi nal price of electricity. It became evident that without an 
active energy policy, the European Union would not be able to free itself from this 
dependence on supplies of external energy resources. 

2 Crude oil prices increased threefold compared to December 1998, when they reached a record 
low level – 10 USD per barrel.
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8.4. Directions of Change in the EU Energy Policy After 2000 

Th e current shape of energy policy is closely related to the resolutions of the European 
Union summit in Lisbon of March 2000. Th e original documents of the  Lisbon 
Strategy did not comprise energy production. However, the key signifi cance of this 
strategy for the competitiveness of the entire economy resulted in the decision to 
open up the national markets to competition and to increase international energy 
trade inside the European Union – passed during the summits in Stockholm (2001), 
Barcelona (2002) and Brussels (2003). 

In Lisbon, the European Commission proposed a full liberalisation and integra-
tion of the energy market by 2004, yet, on account of the diversifi ed interests of 
specifi c Member States, the proposed deadlines were amended and extended. Finally, 
a compromise was reached and it was decided that from 2004 the right to choose 
a seller [of energy] shall belong to business recipients and from July 2007 – to all 
citizen of the European Union.

In order to improve the process of market liberalisation and to provide for the 
provisions included in the Lisbon Strategy, the European Parliament and Council 
adopted new energy regulations: Directive 2003/54/EC (European Parliament and 
Council of the European Union, 2003a) and Directive 2003/55/EC (European 
Parliament and Council of the European Union, 2003b), which replaced Directive 
96/92/EC and 98/30/EC, stipulating new rules for the competitive operations of the 
energy and gas markets in the European Union. 

Th e energy policy of European Union Member States was also one of the core issues 
debated over during the Hampton Court summit in October 2005. A result of this 
meeting was the Communication of the Commission issued for the annual summit of 
the European Council in March 2006: Time to Move Up a Gear. Th e New Partnership 
for Growth and Jobs (2006a), which presented the commitment for an eff ective and 
integrated energy policy within the EU. Th e goal was to work out a more central-
ised, coherent and integrated approach aimed at providing Europe with the security 
of an adequate supply of energy resources, in particular in emergency situations. 

Th e Russia-Ukraine gas dispute of January 2006 and increasing prices of crude 
oil and gas, accompanied by an increasing demand for energy and energy resources 
in European Union countries, revealed the signifi cance of the problem of energy 
production and the threats existing in energy supply and distribution. Th is crisis was 
a breakthrough and showed that the common declarations and energy policy adopted 
so far were inadequate. Th e shock felt by some EU countries, caused by Russia cutting 
off  the gas supply to Ukraine, was a strong impulse towards formulating a common 
energy policy for EU Member States.

Another Green Paper of 8 March 2006, A European Strategy for Sustainable, 
Competitive and Secure Energy (Commission of the European Communities, 2006b), 
concerning European energy policy proposed 6 main directions of EU activity:
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1. Unity – the European Union is forced to carry out a coherent external policy 
in energy production refl ecting the role of this organisation as a large and 
stable consumer of energy resources.

2. Integration – as part of the process of the consolidation of national markets, 
the signifi cance of the liberalisation and competitiveness of the European 
energy market was stressed. 

3. Solidarity – makes it possible for the EU to react to fl uctuations in demand 
and supply of energy resources in international markets. 

4. Sustainability – the creation of environment-friendly low-carbon energy pro-
duction is a priority. 

5. Limiting energy consumption – in order to decrease energy demand in the 
long run.

6. Innovations – play a key role in the protection of the natural environment 
and in the increase of effi  ciency in energy production.

Th e energy policy of the European Union was also discussed by the leaders of the 
EU Member States during the summit of the European Council in Brussels on 23-24 
March 2006. Th e fi nal conclusions of the summit concerned working out a com-
mon standpoint for EU countries on external energy policy. Additionally, the need 
to intensify the dialogue between the European Union and Russia was underlined.

In 2006 the European Union undertook actions for the institutionalisation of 
a  common energy policy. What draws attention here is the standpoint of French 
Prime Minister D. de Villepin during the International Bertelsmann Forum in 
September 2006, when he spoke about the necessity to appoint an EU representative 
for external energy policy; another important aspect of the forum was the proposal 
of the European Commission concerning the creation of a network of energy policy 
correspondents in EU Member States.

Th e current European political strategy is based on the third energy package 
adopted in 2009, which comprises two market directives, two transmission regu-
lations and the regulation establishing the Agency for the Cooperation of Energy 
Regulators (ACER). Th e objectives of this package, also included in the “Europe 
2020” strategy, comprise a curb in greenhouse gas emissions, an increase in renew-
able energy use and an increase in energy effi  ciency by 2020.

8.5. Europeanisation and the Main Fields of EU Energy Policy 

Currently, the responsibility for the shape of the EU energy policy is with both 
Member States and EU institutions. A formal statement regarding the competencies 
shared in this respect was made by means of adding the new Title XXI – “Energy” 
to the Treaty on the Functioning of the European Union (OJ 2012/C 326/01). Th e 
treaty named four main objectives for the EU energy policy: 
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a) “ensure the energy market functions;
b) ensure the security of the energy supply in the Union;
c) promote energy effi  ciency and energy saving and the development of new 

and renewable forms of energy;
d) promote the interconnection of energy networks”.
Th e treaty clearly stresses that all these aims must be pursued “in a spirit of soli-

darity between Member States”. What does energy solidarity mean in this context? 
Although the actual term “solidarity” is present both in the TEU and in the TFEU 
and in Directive 2009/73/EC16 (European Parliament and Council of the European 
Union, 2009a), Regulation EC 715/2009/EC17 (European Parliament and Council of 
the European Union, 2009b) and Regulation 994/2010/EU (European Parliament and 
Council of the European Union, 2010), there is still no single, complete, universal def-
inition of this term. In the opinion of Mik (2009, p. 46), the term “solidarity” suggests 
that Member States are responsible for maintaining community interests, objectives 
and values, and in conditions of economic integration, which certainly means the lib-
eralisation of the electricity and gas sector, these issues are strongly interconnected.

Th e idea of a separate chapter concerning energy as a core part of the treaty has 
always had both proponents and opponents. It must be stressed that the creation of 
a chapter on energy in the Treaty on the Functioning of the European Union (Kurze, 
2010, p. 5), namely article 194 TFEU, in particular, provides legal grounds for the 
creation of a common energy policy in a spirit of solidarity between Member States 
(Haghighi, 2008, pp. 461-482).

Section 2 emphasises that the European Parliament and the Council establish the 
measures that are necessary for achieving the objectives which are listed in Section 1. 
At the same time, a further part of this section stresses that “such measures shall not 
aff ect a Member State’s right to determine the conditions for exploiting its energy 
resources, its choice between diff erent energy sources and the general structure of 
its energy supply”. In other words, although the institutions of the European Union 
have a clear legitimisation in terms of an active energy policy, the Member States 
still retain their right to decide about the issues that ultimately aff ect their national 
energy mixes. Th is leads to the fact that, in terms of energy production, a signifi cant 
voice in the relations with countries outside the EU still belongs to the respective 
governments and not the community institutions. Member States have problems 
defi ning common interests in relation to other signifi cant entities within relation-
ships concerning energy production and supply. Th e largest countries have aspira-
tions for an independent creation of their own relationships, e.g. in terms of energy 
security, without taking into consideration the doubts of other Member States. In 
fact, the unclear wording of article 194(2) leaves room for debate on the specifi cally 
defi ned entitlements in this respect.

Th erefore, in the light of the analysis of the above provisions, it may be concluded 
that the main, direct way in which the European Union infl uences national energy 



Chapter 8. Europeanisation of Energy Policy: Progress in Spite of Divergent Interests    151

policies lies in the common guidelines and directives, the provisions of which some-
times overlap (Borrás and Jacobsson, 2004, pp. 185-208, Kerber and Eckardt 2007).

Th ese guidelines defi ne the framework within which Member States should 
carry out their national energy policies. In some cases, this particular mix of guide-
lines, principles, regulations and actions leads to a more centralised approach, 
as a result of which issues such as the creation of an EU energy market or envi-
ronmental protection may be solved with a top-down approach as they concern 
the common interest. Yet, the existing legal frameworks still provide Member 
States with the possibility of having the last word in many signifi cant aspects of 
energy policy. 

Is complete Europeanisation at all possible then? In this context it is necessary to 
analyse the main areas that the EU energy policy deals with and which are frequently 
interconnected with other EU policies (Table 8.1).

Th e creation of an internal electricity and gas market is one of the most current 
objectives of the European Union. Th e aim of a well-functioning energy market is to 
guarantee the energy security of EU Member States and to foster competitiveness, 
which leads to an increase of production effi  ciency and guarantees a free choice 
of suppliers for the recipients, lower prices of electricity and gas leading to lower 
production costs within the European industry and thus to an increase of competi-
tiveness of the EU economy, free transmission of electricity through the territories 
of Member States and the neutrality of this transmission for the natural environ-
ment. In practice, the integration of the community energy market is limited by the 
inadequate possibilities of energy transmission and bottlenecks between the national 
systems. However, the entire initiative for the creation of a common market seems 
to be understood and appreciated by all Member States in the face of numerous 
threats to energy security. Th erefore, in spite of some diffi  culties in the application 
of the requirements concerning unbundling and the third party access principle, 
Member States implement the central resolutions in their national energy policies. 
Th us, decision-making associated with the creation of a common energy market on 
the basis of guidelines seems to be partly centralised.

Th e other area of energy policy is climate protection. Th e energy sector in the EU 
is responsible for 30% of the total greenhouse gas emissions – cf. Fig 1. Th at is why, 
the integration of energy policy with that of climate protection seems to be inevitable. 

Th e energy and climate package and its provisions (3x20% by 2020) set a new 
discourse within the EU energy policy (Agnieszka Pach-Gurgul, 2014a). Th e level of 
centralisation regarding decisions on these issues seems to be quite high despite sig-
nifi cant diff erences concerning particular Member States. Th is has become a general 
European idea, although there are diff erences in the approach to the costs related 
to climate protection between Member States, including Poland, whose energy pro-
duction is mostly based on coal, and Denmark, which is a country with a very high 
energy awareness (Agnieszka Pach-Gurgul, 2014b).
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It is surprising that environmental protection and the related decisions are more 
centralised at EU level than EU energy security, which is a key strategic aspect for 
the EU. On the issue of energy security, the decisions are made at national levels as 
each country treats energy security as its priority, so various measures are applied to 
achieve it: long- or short-term contracts for supplies of energy resources or invest-
ments in national energy infrastructure or resource diversifi cation. Energy security is 
an element of national and economic security, therefore, the gas crises with Russia 
and the resulting threats brought the need for the Europeanisation of this matter to 
the attention of the EU countries – before that, each EU Member State preferred 
to guarantee its own energy security independently. 

Agriculture; 10%

Energy 
Industries; 

30%

Industrial 
Processes; 7%

Manufacturing 
Industries and 
Construction; 11%

Other; 20%

Transport; 
19%
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Industrial
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Manufacturing
Industries and
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Other
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Figure 8.1. Greenhouse gas emissions in the EU-28 specifi c sectors in 2013 (million tonnes of 
CO2 equivalent).

Source: the author’s own research based on the European Environment Agency (2015) and the Eurostat (2015). 

A fourth and very signifi cant area is the use of specifi c resources and technolo-
gies to obtain energy. Th is area is an example of decision making on a national level, 
whilst on the EU level such decisions are very much decentralised. Member States 
decide whether they want to apply nuclear energy in their energy balance or, after 
the Fukushima catastrophe, if they would rather abandon it; or whether they want 
to allow shale gas drilling in their territories or rather announce a moratorium on it? 
Th ere are many problems and questions of this type and they all wait to be resolved.

Th erefore, the Europeanisation of all areas of energy policy in the EU seems 
to be a complex and diffi  cult issue. Its limited Europeanisation might cause sig-
nifi cant inconsistencies, as all the areas of this policy are closely related to each 
other. Moreover, the problem of the economic and social costs associated with the 
Europeanisation of energy policy, as well as social resistance, such as the protests of 
miners or environmentalists, also remain unsolved. 
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8.6. European Energy Security – a Real Perspective?

Th e most urgent issue right now, when it comes to Europeanisation, is energy secu-
rity understood as “providing an appropriate and reliable level of energy supply with 
reasonable prices in a way which does not pose a threat to core values and national 
objectives” (Yergin, 1988, p. 10).

For many years, the problem of energy security in the European Community 
had been treated as a political issue that was not very important for the economy of 
a given country. It was rather included in low politics, which is a group of technical 
issues absorbing the attention of public offi  cers, yet outside the domain of strategic 
planning in a given state.

After the end of World War II, the basis of European energy production was 
hard coal and crude oil; their availability pushed the problem of energy supply for 
the economy away from strategic thinking. Events such as the 1973 oil crisis, the end 
of the cold war and the sudden increase in prices of energy resources changed the 
attitudes towards energy security. However, this issue was still not a policy priority 
of the majority of EU Member States.

It was as late as during the Russia-Ukraine gas crises that the debate on EU energy 
security returned, gaining a priority status and strategic importance for given states. 
Nothing unifi es and encourages countries to act more purposefully than a sense of 
external threat. One might state that Russia played a key role in the Europeanisation 
of EU energy security, provoking the gas crises in 2006 and 2009 (in particular), 
as a result of which some EU countries experienced serious interruptions of gas 
supplies (Maltby, 2013). In total, supplies of 300 mln3 per day for 14 days were cut 
back, a result of which was that between 6 and 20 January 2009 EU countries were 
deprived of 20% of their gas (30% of general imports), which had serious economic 
consequences. Losses for EU states were calculated to be about 1.6 billion euros 
(Vinois, 2011).

Th e reaction of the Member States consisted in working out a solidarity mecha-
nism. Th is mechanism was defi ned in Directive 2004/67/EC (European Parliament 
and Council of the European Union, 2004) concerning the measures guaranteeing 
the security of the natural gas supply; yet this mechanism was insuffi  cient and very 
general, as it stated that in the case of a “serious threat”, when the measures listed 
in Section 3 applied on a national level are inadequate to cope with the results of an 
event defi ned in Section 1, the commission may, in cooperation with the group, pro-
vide Member States with guidelines concerning further measures in order to assist 
those countries which were particularly aff ected by the interruption in the gas supply. 
In accordance with the provisions of the Directive, “a serious interruption” in the 
supply was regarded as a situation posing a threat where 20% of the gas supply from 
the countries outside the EU could be lost by the European Community, when it is 
unlikely that such a crisis can be alleviated on the level of the European Community. 
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It may be stated that this Directive regarding the procedures in case of a seri-
ous interruption in supplies defi ned a mechanism based on three stages. Stage one 
consisted in the reaction of a given sector (industry) to the break-out of supplies; 
if this proved to be inadequate, the Member States should apply their own meas-
ures to solve the problem. Once the fi rst and second stage measures turn out to 
be inadequate, the relevant measures on the level of the European Community 
should be applied. 

Th e provision as such caused many controversies and posed many questions. 
Can the mechanism specifi ed in the Directive be regarded as energy solidarity and 
will Member States support each other and speak with one voice in the face of 
a real threat to the supplies? Th ese concerns, related to energy solidarity and the 
external dimension of the EU energy policy, were expressed in the Green Paper: 
A  European Strategy for Sustainable, Competitive and Secure Energy (Commission 
of the European Communities, 2006b), which, to some degree, was an attempt to 
provide a solution to the crisis of 2006. Th e Green Paper included detailed guidelines 
for the implementation of the presented strategy, such as the creation of mechanisms 
for crisis reaction and a centre for monitoring the energy market, the appointment 
of energy correspondents for coordinating the actions between Member States, and 
making a strategic energy survey. 

After the publication of the Green Paper, external energy policy was margin-
alised and overshadowed by climate policy. It was only after the adoption of the 
provisions of the Lisbon Treaty, including the invocation to the spirit of solidarity, 
that the countries attempted to revise their policy on security of supply at EU level. 
Regulation EU 994/2010 was prepared to regulate the most problematic supplies, 
i.e. natural gas (European Parliament and Council of the European Union, 2010). 
Th e main objective of the regulation was to specify and implement the provisions of 
article 194 TFEU on energy security and solidarity between EU Member States. It 
may be stated that the aspect of energy security and solidarity between EU Member 
States gained a new dimension, made more credible with the direct legal regulations, 
where the European Commission may, in accordance with article 11(1) of Regulation 
994/2010/EU, declare a Union emergency at the request of one country, whilst in the 
case of a request coming from two countries, the European Commission is obliged to 
declare a Union or regional emergency for a specifi cally aff ected geographic region. 
Th e regulation does not include the condition of 20% of supplies being stopped as it 
was in the Directive of 2004.

Moreover, as was mentioned here, article 10(3) defi nes the emergency levels, 
i.e. emergency situations, in which the preventive measures have a commercial 
 character. Th ese are the following:

• early warning level (when an event may occur that is likely to result in a sig-
nifi cant deterioration of the supply situation; this level is announced when 
there is reliable information on the probability of such an event; 
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• alert level – when a supply disruption or exceptionally high gas demand 
occurs which results in a signifi cant deterioration of the supply situation, 
but the market is still able to manage that disruption or demand without the 
need to resort to non-market measures;

•  third level of emergency – there is a need to introduce non-market meas-
ures. Th e use of this possibility must be preceded by the introduction of the 
measures stipulated in the two preceding levels, with no improvement of the 
supplies. In such a case the EU countries are obliged to safeguard the use of 
interconnectors, proven that this is technically possible. 

It seems that the greatest benefi ciaries of the regulation of energy supplies will be 
the Central European and Baltic countries that are the most vulnerable to potential 
breaks in the supply of energy, as they are dependent on one source, i.e. Russia (Aalto, 
Korkmaz Temel, 2014). Moreover, the regulations contain a provision on the obligation 
for bidirectional gas transmission (article 7 of regulation 7) – or reverse gas supplies. 
Th is reverse gas fl ow means that in the case of cutting off  the supply from one direc-
tion (the East), any country will be guaranteed supplies from the other side – the West. 
Naturally, in order to meet the requirements of article 7 some further development of 
EU pipelines and interconnectors is necessary. It is hard to talk about meeting legal 
regulations and reaching solidarity in energy issues without a developed infrastructure. 

Furthermore, the EU Energy Strategy for 2020: Energy 2020: A Strategy 
for Competitive, Sustainable and Secure Energy (Commission of the European 
Communities, 2010) emphasises the fact that as a result of the lack of a joint energy 
policy on external issues, the European Union in its relations with exporters is unable 
to fully use its potential as the world’s largest integrated energy market. Th is document 
lists strengthening the EU external energy policy among the fi ve priority objectives to 
be met by 2020. Th e strategy stresses the need to make energy policy fully European. 

A very signifi cant document within the context of solidarity mechanisms is the 
European Commission’s Communication adopted in September 2011 and concerning 
the security of supplies and international cooperation, Th e EU Energy Policy: Engaging 
with Partners beyond Our Borders (Commission of the European Communities, 
2011). Th is document stresses that, given the 60% dependence on importing natural 
gas and more than 80% dependence on importing crude oil, the bilateral relations of 
the Member States with third countries do not increase the security of supply and 
EU competitiveness – and might even lead to a fragmentation of the internal market. 
Moreover, the communication envisages the creation of a complex system of energy 
partnerships based on the integration of EU relationships with other suppliers of 
hydrocarbons, such as Norway, Algeria, Saudi Arabia or Libya.

It seems that this is a step forward in the creation of a “real common energy 
policy” and the Europeanisation of such policy. Nevertheless, the diverse visions on 
the EU’s role in the area of energy security held by specifi c Member States seem to 
be the main problem here. 
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8.7. Energy Union in the Context of Europeanisation 

Th e “energy union” is an idea for promoting a response to the energy crisis between 
Russia and Ukraine in 2009, which harmed many of the economies of the EU Member 
States. As mentioned previously, the consequences of the confl ict between Ukraine 
and Russia revealed the necessity to undertake decisive action in the context of 
working out a joint standpoint on energy policy. Th ese events, accompanied by the 
co-dependence of markets on natural gas, show how important it is for the European 
Union not only to create a joint market of electric energy and natural gas, but also 
to work out mechanisms of cooperation leading to the creation of an energy union. 

Initially, this idea was referred to as the European Energy Community and propa-
gated by the former President of the European Commission J. Delors and the former 
President of the European Parliament J. Buzek. In their idea the main emphasis was 
placed on founding a common energy policy through working out the mechanisms of 
energy solidarity (among the other steps necessary to achieve this goal). With time, 
the name of the undertaking and its chief leader were changed, and currently the 
President of the European Council D. Tusk is promoting this idea. 

Th e objective of the energy union is to create a mechanism of providing energy 
security primarily for countries unilaterally dependent on the supply of energy 
resources (e.g. gas) from one direction only, which weakens their bargaining posi-
tion when negotiating contracts for the supply of natural gas. Th e main problem 
in the creation of a joint energy strategy lies in the existence of two ways of think-
ing – represented on the one hand by the countries of Western Europe and on the 
other hand by Central-Eastern Europe. Nations and businesses in the Western part 
of the EU believe that the gas market has enough fl uidity, thus it should be infl u-
enced mostly by business and economic factors. Th e countries in Central and Eastern 
Europe, however, having been in numerous diffi  cult situations, claim that they are 
paying much more for gas than other countries, including those in the Western part 
of the EU (Figure 8.2).

Th ese countries expect the EU to better use its political position in order to attain 
more advantageous conditions for purchasing gas. 

Not all EU Member States are fully interested in the objectives behind the con-
cept of an energy union. Th is is also related to the national interests of some states 
that for many years have had good relationships with the Russian Federation – not 
only in the energy sector. Th ose Member States with a very complex energy infra-
structure, and also suffi  cient reserves of energy resources, do not intend to change 
the cooperation mechanisms. Th e controversies concerning the sector of natural 
gas, such as the South Stream construction project, also show that the countries 
supporting it (Austria, Bulgaria, Greece, Italy) still give priority to national interest 
rather than working out a common standpoint. On the other side stand the countries 
supporting the foundation of an energy union (Poland, Lithuania, Latvia).
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Th e Energy Union is thus an attempt to centralise all the issues pertaining to 
natural gas and to transfer the balance of power in this area from Member States 
to EU institutions. Experts frequently stress that the current diffi  culties in crossing 
this barrier in the construction of a common market of natural gas and electricity 
are the outcome of leaving energy policy within the competency of Member States 
and not controlling them on the community level. Th is situation makes the creation 
of an energy union a diffi  cult process with the desired time frame for its completion: 
a dozen years. It seems that the completion of this union will become a milestone in 
the Europeanisation of energy policy. 

Th e main original objectives of the energy union are based on six pillars, which 
since the very beginning caused many controversies on the EU forum:

1.  Working out effi  cient mechanisms of energy solidarity in the case of a ces-
sation or limitation of the supply of resources.

2. Th e development of energy infrastructure, including transmission, recep-
tion and storage infrastructure. Th e EU’s actions should be concentrated on 
fi nancial support for infrastructure projects, which signifi cantly aff ect the 
construction of a joint network of connections between Member States. Th e 
infrastructure aspect of energy security is signifi cant, given its major objec-
tive, i.e. guaranteeing a stable and uninterrupted supply of energy resources 
into the European market; it is also an indicator for the developmental stage 
of the creation of an energy union.

Figure 8.2. Th e prices of Russian gas for EU recipients in 2013 (USD for 1000 cubic metres). 

Source: own presentation based on Radio Free Europe Radio Liberty (2015).
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3. Th e creation of mechanisms allowing for a joint purchase of energy resources, 
gas in particular. Th is would allow for a decrease in the disparity in purchase 
prices within the EU, which are frequently established on the basis of political 
circumstances. 

4. Strengthening the role of the European Commission in the control of trans-
parency of bilateral contracts, which are currently conducted by Member 
States. Th is pillar of the energy union initially gave rise to many controversies 
and concerns about the success of this aspect. Th e European Commission 
points to arguments against the monopolisation of natural gas leading to 
a decrease in competitiveness. Countries with strong positions in their rela-
tionships with suppliers currently do not see any need for such far-reaching 
regulations. A joint purchase of natural gas is signifi cant for countries with 
a very weak bargaining position in negotiating and re-negotiating contracts 
for the supply of natural gas, coming mostly from the Russian Federation. 

5. Strengthening the bargaining position of the EU in relationships with exter-
nal suppliers. Th is requires working out one standpoint for all EU Member 
States on issues with large signifi cance for the EU and its countries. If energy 
issues are left to the competence of the Member States, this will be very dif-
fi cult to achieve. As can be seen in practice, as far as energy is concerned, 
specifi c EU Member States carry out eff ective bilateral cooperation, pursuing 
their own national interests. 

6. A diversifi cation of the energy carriers used by EU countries. Th e desired 
direction of this diversifi cation is to enlarge the range of suppliers from the 
USA, Algeria and from Latin America.

An energy union may thus guarantee the implementation of the “fi fth liberty” 
(after the freedom of the movement of people, goods, services and capital) – the free 
movement of energy on the territory of the entire EU.

On 25 February 2015 the European Commission offi  cially adopted the package 
concerning the creation of the energy union (European Commission, 2015a). Th is 
package contains three communications:

1) Th e framework strategy for the energy union describing the objectives of the 
energy union and specifi c methods of its creation.

2) Th e community vision for the global climate contract.
3) Th e methods for reaching the target of 10% electric energy in interconnector 

transmissions by 2020.
Th e Framework Strategy for a Resilient Energy Union with a Forward-Looking 

Climate Change Policy (European Commission, 2015a) contains three long-term 
objectives for the EU energy policy: security of supplies, sustainability and competi-
tiveness. Th is strategy is based on the climate and energy framework for 2030 and the 
energy security strategy of 2014. It unites various fi elds of policy into one coherent 
whole and its core includes fi ve closely related areas:
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1. Energy security, solidarity and confi dence 
Th e objective is to make the EU resistant to external energy crises and to 

decrease its dependence on specifi c fuels, suppliers and supply routes. Th e pro-
posed actions are intended to diversify supplies (with respect to sources, suppliers 
and routes). 

2. Internal energy market 
A new impulse to complete the works on the construction of the internal energy 

market is necessary: better interconnections, a full implementation and enforcement 
of the current energy regulations, including cooperation of the Member States in the 
creation of energy policies.

3. Energy effi  ciency as a method for decreasing energy demand 
Th e improvement of energy effi  ciency by at least 27% by 2030.
4. Decarbonisation of economies 
Th e starting point in achieving this goal is the ambitious climate policy of the 

EU, which is based on an obligation to reduce greenhouse emissions within the EU 
by at least 40% (compared to 1990) by 2030.

5. Research, innovation and competitiveness 
Th e core of the energy union should lie in research and innovation. Th e EU 

should be a leader in the technology of smart energy networks and smart houses as 
well as ecological transport, clean fossil fuels and nuclear energy. 

Th e strategy concerning the energy union contains the concept of common gas 
purchases (this is promoted by Poland), but in a very limited version. Th e document 
adopted by the European Commission says only that voluntary common gas pur-
chases done by groups of enterprises should be taken into consideration. Th e condi-
tion for such purchases should be: dependence on one supplier and the occurrence 
of a supply crisis. Th e European Commission emphasises that such action must also 
be in compliance with the EU anti-cartel regime and with the principles stipulated 
by the World Trade Organisation.

A further part of the package, a document entitled Th e Paris Protocol –A blue-
print for tackling global climate change beyond 2020 (European Commission, 2015b), 
presents the EU vision of a new global climatic contract (named the “Paris Protocol”), 
which is on track for adoption in December 2015 in Paris. Th is document specifi es 
the objective of a 40% decrease in greenhouse emissions by 2030.

Th e last part of the package contains a proposal on how to reach the tar-
get of 10% for electric energy in interconnectors by 2020. In the opinion of the 
European Commission, the connected European energy network should bring sav-
ings to consumers amounting to 40 billion EUR annually. Th at is why it is extremely 
important to:

• improve the situation in the 12 Member States where the interconnectors 
are below 10% (Ireland, Italy, Romania, Portugal, Estonia, Latvia, Lithuania, 
Great Britain, Spain, Poland, Cyprus and Malta);
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• carry out the project envisaged within the TEN-E Regulation and the 
“Connecting Europe” instrument, which will help to increase the number of 
interconnectors; 

• work out the possibilities and methods of fi nancial support for projects con-
cerning interconnectors and increase regional cooperation.

8.8. Conclusions 

Both the diffi  culty and necessity of the Europeanisation of energy policy are more 
and more frequently pointed out by leading EU politicians. Th is is confi rmed by the 
standpoint of Günter Oettinger, EU Commissioner for Energy, who is alarmed that 
the Union needs the Europeanisation of its energy policy and a much larger solidarity 
in energy issues (Neslen, 2012). Moreover, he stresses that energy is a public good, 
so every country must have access to it. Th e conviction that the European Union 
should, in energy issues, speak with one voice, has recently found its refl ection in 
documents passed by the Council of the European Union, the European Commission 
and the European Parliament. 

So far, the competencies of EU governing bodies in energy matters have been 
very limited and they have only comprised issues concerning the common competi-
tion policy and common market. It seems that the current legislation changes that 
took place on a community level, including the addition of a separate chapter on 
energy as a core part of the Treaty on the Functioning of the European Union and 
Regulation EU 994/2010 concerning the security of the most problematic external 
supplies i.e. natural gas, brought Member States closer to the creation of a common 
energy policy and its Europeanisation in the spirit of solidarity. 

It must be clearly stated, however, that in spite of creating some legal instru-
ments, the willingness to change and, in particular, the political intentions of the 
Member States are essential. Th e lack of a common standpoint among Member 
States regarding the security of energy resources or external policy makes it diffi  cult 
to create a coherent common policy on a community level as far as energy security 
and energy solidarity are concerned.

Th is problem was particularly highlighted by the gas crises which systemati-
cally took place since 2006 between Ukraine and Russia, the consequences of which 
were experienced by EU countries. Th is sense of a common threat led to initiatives, 
increasingly present at the community level, which were meant to fi nd a common 
response to the “Russian challenge” in a direct or indirect way.

Th ese events resulted in a bottom-up pressure for Europeanisation, which was 
manifested by the fact that all EU countries supported the initiatives and actions for 
strengthening the position of the entire European Union in relations with Russia. 
Th e establishment of a real common market for gas and electricity was not only an 
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important undertaking within “the fi rst pillar” of integration, but also one of the mech-
anisms solidifying the security of the EU “from within”. It seems that Europeanisation 
in the fi eld of energy should also have a horizontal dimension and encompass all 
the Member States, manifesting itself with the application of an unwritten code 
in foreign policy, the most important element of which is the principle of mutual 
consultation and the avoidance of actions harmful to other Member States. Th ere is 
an expectation that Member States will include the interests of the common energy 
security of Europe in their own foreign relations and aim for its realisation.
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9.1. Introduction

A united, open and stronger Europe – this is how the European Commission presents 
its achievements in its latest report (European Commission, 2010), covering the last 
fi ve years, in which it also strongly emphasises the challenges facing the European 
Union. European integration, which commenced in 1951, when the Treaty of Paris 
established the European Coal and Steel Community, was not completed with the 
accession of Croatia in 2013, but is still an ongoing process. Th ere are several coun-
tries on the road to joining the European Union: Turkey, Serbia, Montenegro, Albania 
and Macedonia, the former Yugoslav republic. Some potential candidates, e.g. Bosnia 
and Herzegovina, and Kosovo, are also seeking EU membership. Th e enlargement of 
the European Union changes the macro-, meso- and microeconomic environment, 
which forces companies from both the old (EU-15) and the new Member States to 
undergo adjustment processes and conform to EU regulations, as one of the prereq-
uisites necessary for the integration of the European Union is a uniform regulatory 
environment regarding numerous economic areas that can ensure the creation of 
a single marketplace (a uniform systemic framework). 

1 Th is research received fi nancial support from the resources granted to the Faculty of Manage-
ment of the University of Economics in Katowice as part of the subsidy for the maintenance of the 
research potential.
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Th e sequence of political, social and economic European integration culminated 
in the launch of the Single European Market (SEM) in 1993 – the Euromarket2, 
which can be defi ned as an integrated area, identical to a state’s territory, without 
any internal borders, where citizens and economic entities have equal rights and 
responsibilities. Th e Euromarket is based on a free movement of goods, persons, ser-
vices and capital, which distinguishes it from other trade blocs in Europe and in the 
world (Wiktor, 2005; Kundera, 2003; Nowak, 2002; Cini, 2006). Th e establishment of 
the EU Internal Market can be seen as a result of a strong trend towards integration 
growing among the developed countries on the European continent, and as a reac-
tion of the West European countries to the globalisation of the contemporary world 
economy (Wiktor, 2005). As the enlargement of the European Union is progressing, 
so is the process of Euromarket integration, demonopolisation and liberalisation, 
which results in a removal of the existing barriers and a further unifi cation of vari-
ous standards, rules, licences and regulations (Komor, 2000). Th e Single European 
Market is believed to be one of the European Union’s greatest successes, bringing 
real gains not only to entrepreneurs, but also, or even primarily, to all citizens. On 
the other hand, the EU enlargement leads to signifi cant economic, social and cul-
tural stratifi cation among the Euromarket countries and regions. Th is poses a fresh 
challenge and determines new developments in the Euromarketing concept within 
the Euromarket. Th is chapter describes various aspects and characteristics of these 
latest developments and looks at other related issues. Th ere is a synthetic overview of 
the market environment specifi c to the Euromarket, as well as a presentation of the 
Euromarketing concept, and standardisation and diff erentiation strategies. Th e paper 
deals with the major factors aff ecting Euromarketing, e.g. the cultural and economic 
diversity and the market segmentation of European consumers. Th e last parts focus 
on the cultural issues in Euromarketing, which are particularly interesting, as well as 
possible future developments in the Euromarketing concept in view of the further 
unifi cation of the Euromarket.

In this chapter we used the quantitative research methodology based on case 
study research techniques. Based on source literature, we conducted a standard pro-
cedure adopted for the study of one enterprise (Yin, 1994, 2014; Eisenhardt, 1989). 
Th e case study presented below is primarily based on an individual in-depth inter-
view with the exports manager and an overview of the literature about the enterprise, 
publically available information, including newspaper interviews, websites, annual 
reports, fi nancial performance, etc. Th e research question of the study was whether 
the enterprise running most of its operations in the Euromarket successfully adopted 
the Euromarketing approach and how it applied the concept in practice.

2 In the Polish literature on the subject, the market of the European Union can be interchangeably 
referred to as: Europejski Rynek Wewnętrzny (European Internal Market), Jednolity Rynek Europejski 
(Single European Market), Jednolity Rynek Wewnętrzny (Single Internal Market), Rynek Wewnętrzny 
Unii Europejskiej (Th e European Union Single Market), eurorynek (the Euromarket).
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9.2. Euromarket Conditions and Company Orientations

Th e Euromarket, as a macro environment, consists of two major elements. Th e 
fi rst one is a supranational market environment, i.e. uniform systemic market 
conditions arising from the implementation of the SEM and the aggregated data, 
while the other one is market environments in particular countries that form the 
Euromarket, including the politico-legal, economic, socio-cultural and technolog-
ical conditions as well as the natural environment. Th e Euromarket rests on the 
following pillars:

− free movement of goods, services, people and capital;
− removal of tariff  and non-tariff  barriers;
− elimination of trade and technical barriers, liberalisation of tax barriers;
− the European Commission’s policies towards economic sectors, e.g. the com-

petition policy, the consumer protection policy, the telecommunications pol-
icy, the agricultural policy;

− unifi cation, liberalisation and deregulation, within the European Union and 
its Member States, of the legislation relating to a range of economic issues.

Formally, the rules and regulations in the Euromarket are formulated and 
adopted through entering into multilateral agreements and treaties concerning 
particular fi elds as well as processes of demonopolisation, deregulation and fur-
ther harmonisation in various economic sectors, which are undertaken by the 
European Commission. Th ey all aim at a full completion of the EU internal market 
in all sectors of the European economy. Th e Euromarket shows enormous potential 
(see Table 9.1).

In 2013, the value of export trade in goods between the EU Member States (the 
intra-EU trade) was estimated at EUR 2,839 billion. For each Member State (except 
for Greece and the United Kingdom) the value of trade in goods with other Member 
States exceeded that of the extra-EU trade, which indicates the strength and poten-
tial of the EU internal market. Th e average GDP per capita at market prices in the 
EU-28 countries stood at EUR 27,300 in 2014. Th e highest value was recorded in 
Luxembourg, where GDP per inhabitant (calculated in purchasing power standard 
PPS) was 2.6 times the EU-28 average in 2013. Most countries that joined the EU 
in 2004, 2007 and 2013 moved closer to the EU average in spite of some setbacks 
during the fi nancial and economic crisis. Th e analysis of the past decade (2004-2014) 
shows that the eff ects of the crisis led to a decline in the overall performance of the 
EU Member States. Th e average annual growth rate in the EU-28 stayed at 0.9%. Th e 
biggest increase was recorded in Poland (an average rise of 3.9% per annum) and 
Slovakia (3.8% per annum). Th ey were followed by Romania (2.7%), Bulgaria, Latvia 
and Malta (all 2.5%). By contrast, in Greece, Italy and Portugal the overall develop-
ment of real GDP in the years 2004-2014 was negative. In the countries of the so-
called old European Union (EU-15), the market was highly integrated. However, 
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Table 9.1 Selected indicators of the Single European Market potential.

Country
EU population

/million/
1 Jan 2014

Intra-EU trade 
in goods in % 
(exports) in 

2013

GDP in euro 
per capita at 

market prices 
in 2014 

Real GDP 
growth rate in 

2014 compared 
to 2004

European Union-28 506,857.5 100.00% 27,300 0.9

Belgium 11,204.0 8.72% 36,000 1.1

Bulgaria 7,245.7 0.47% 5,800 2.5

Czech Republic 10,512.4 3.47% 14,700 2.1

Denmark 5,617.3 1.85% 45,600 0.4

Germany 80,767.5 21.96% 35,200 1.3

Estonia 1,315.8 0.31% 14,800 2.4

Ireland 4,605.5 1.72% 40,200 1.4

Greece 10,903.7 0.45% 16,300 -2.0

Spain 46,512.2 5.28% 22,800 0.6

France 65,835.6 9.12% 32,400 0.9

Croatia 4,246.8 0.19% 10,200 0.3

Italy 60,782.7 7.37% 26,600 -0.5

Cyprus 858.0 0.03% 20,500 0.6

Latvia 2,001.5 0.25% 12,100 2.5

Lithuania 2,943.5 0.50% 12,400 2.4

Luxembourg 549.7 0.39% : 2.2

Hungary 9,877.4 2.23% 10,500 0.9

Malta 425.4 0.04% 18,600 2.5

Netherlands 16,829.3 13.48% 38,900 1.0

Austria 8,506.9 3.24% 38,500 1.3

Poland 38,017.9 4.01% 10,700 3.9

Portugal 10,427.3 1.17% 16,600 -0.3

Romania 19,947.3 1.22% 7,500 2.7

Slovenia 2,061.1 0.68% 18,100 1.2

Slovakia 5,415.9 1.89% 13,900 3.8

Finland 5,451.3 1.09% 37,400 0.7

Sweden 9,644.9 2.57% 44,300 1.7

Great Britain 64,351.2 6.27% 34,400 1.2
Source: Eurostat (2015).
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the accession of the new, relatively less developed countries of Central and Eastern 
Europe in 2004 and in the subsequent years contributed to a signifi cant diff erentia-
tion within the Single European Market, due to considerable disparities, particu-
larly economic ones, between the old and the new Member States. Th e diff erences, 
although not so big, still exist, mainly in terms of GDP, economic growth, labour 
costs, income level, cost and standard of living. Th us, the macroeconomic environ-
ment of the European Union is characterised by signifi cant diff erences, especially 
economic, technological and socio-cultural ones, between particular countries and 
regions of the Euromarket.

Th e supranational market environment and the national environments of indi-
vidual countries constitute a network of interrelated variables, and their mutual con-
fi guration enables companies to select an appropriate orientation for their activi-
ties and development programmes in both their domestic markets and the Single 
European Market. Th e establishment of the single internal market by the EU coun-
tries allows enterprises to adopt a regiocentric orientation, particularly a Eurocentric 
one, which is adjusted to Euromarket conditions. Company orientations in foreign 
markets can be presented as an EPRG framework, introduced by H. V. Perlmutter 
(1965, 1969), and then developed by Y. Wind, S. P. Douglas, H. V. Perlmutter (1973), 
and D. A. Heenan and H. V. Perlmutter (1974, 1979). Th e framework includes the 
following approaches: ethnocentric, polycentric, regiocentric and geocentric. Th e 
regiocentric orientation stems from the progressing economic regionalisation and 
the ongoing convergence among national markets of a particular region. Within 
a region, this orientation shows a high degree of standardisation. In this context, 
the countries forming the European Union can be considered a region. Th erefore, 
the Eurocentric orientation perceives the entire area of the Euromarket as a single 
market without any internal frontiers, and uniform economic activities, strategies 
and marketing operations are undertaken and pursued in the whole region. Th e 
Eurocentric orientation is highly standardised due to European integration, the 
unifi cation of the systemic conditions of the Euromarket and the convergence of 
European consumer needs and behaviour patterns. However, at the same time it 
takes into account the specifi c conditions of the 28 countries and regions that make 
up the Euromarket by allowing some degree of diff erentiation. Th e well-known idea 
of think European, act local, which promotes the implementation of the highest-
possible standardisation and a minimum, merely necessary, diff erentiation, is put 
into action. As far as marketing is concerned, some diff erentiation occurs due to the 
existing cultural and economic diff erences and varied consumer needs and behav-
iours in the Euromarket. Out of all the orientations that companies operating in 
the EU internal market can choose from, the regiocentric orientation, especially 
its Eurocentric form, is the best adapted to the Euromarket. It lays the basis for 
a Euromarketing concept.



172    Part IV. Microeconomic and Business Europeanisation

9.3. Th e Euromarketing Concept

When the Single European Market came into existence, discussion broke out in the 
European academic literature on the theory, scope and the wide range of issues related 
to the new forms of management and Euromarketing (Sznajder 1999, Komor 2000), 
adjusted to the new market situation. Th e concept of Euromarketing was introduced 
by R. Seebauer in the 1970s – he was the fi rst to formulate its essence, principles 
and outline (Seebauer, 1977). A number of factors enabled enterprises to apply uni-
form management and marketing concepts. Th ese included: the economic, political 
and social integration of Europe, the establishment of the Single European Market, 
the unifi cation of the systemic conditions in this economic area, the elimination of 
the tariff  and non-tariff  barriers, the policy of regulation and harmonisation in the 
Euromarket. Th e creation of a supranational economic area – the EU internal mar-
ket, where there are uniform market conditions, companies and consumers have the 
same rights and responsibilities, and European consumer attitudes, needs and behav-
iours converge, resulting in the emergence of similar consumer groups across EU 
countries, allowed for the use of a single marketing concept in the Euromarket, i.e. the 
Euromarketing concept. Over the last several dozen years, the Euromarketing con-
cept took root in the European (world) literature, especially in the early 1990s, when 
a homogenous European market emerged within the European Union (Meissner, 
1990; Tietz, 1990; Mourier & Burgaud, 1990a, 1990b; Foglio, 1994; Kaynak, 2004). 
In 1996 H. Weinhold-Stuenzi wrote in a Swiss magazine that Euromarketing is mar-
keting in the countries that make up the European Union (Weinhold-Stuenzi, 1996) 

and thus determined the spatial range of the concept. When explaining the concept 
of Euromarketing, one has to note that it is positioned between regional (national) 
marketing and global marketing, it specifi es the European elements of international 
marketing, but at the same time it follows the standardisation/diff erentiation prin-
ciple and applies the European instruments of marketing-mix, i.e. Euro-product, 
Euro-price, Euro-distribution, Euro-promotion; it also recognises the necessity of 
adjusting to the European systemic conditions of the Euromarket, which result from 
the emergence of this homogeneous economic area within the EU. P. Harris and 
F.  McDonald believe that European marketing is similar to international market-
ing as it also entails taking multiple decisions about cross-border sales of products, 
which diff erentiate European marketing from domestic marketing (Harris, 2004). 
J. Wiktor defi nes Euromarketing as a set of rules that enterprises undertaking and 
conducting operations in the EU internal market – a specifi c kind of international 
market – have to follow (Wiktor, 2008). C. Halliburton and R. Hünerberg intro-
duced the notion of pan-European marketing, understood as marketing applied in 
the developed markets of Europe or groups of similar countries, new euro regions or 
segments crossing the borders of the individual EU countries (1993). Euromarketing 
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enables enterprises to employ a uniform marketing concept within the Euromarket; 
its key element is a common European economic environment, whereas national 
or regional divergences are of secondary importance. Accordingly, Euromarketing 
is understood as a company’s activity targeted at the entire European market, which 
also takes into account some relativity of the national and regional parts of the market 
(Meissner, 1995). Euromarketing involves the adjustment of a company’s orienta-
tion, strategy and marketing-mix, i.e. its product, distribution, price and promo-
tion policy, to the conditions of the EU internal market. In order to explain the 
notion of a corporate strategy in the Euromarket, one can use the defi nition for-
mulated by H. Kreikebaum, who says that a Euromarketing strategy is a specifi c 
form of internationalisation strategy, which occurs when companies operate within 
the Euromarket (1995).

When developing the Euromarketing strategy, it is essential to set Euromarketing 
goals to be achieved within the Single European Market. A company which decides 
to enter the Euromarket or individual SEM markets should specify the objectives it 
wants to accomplish there. In the Euromarket, the goals for particular home and 
regional markets are interdependent and should be subjugated to the prime goal. 
Euromarketing goals involve major decisions and measures taken by a company in 
order to operate successfully in the Euromarket; they should be achieved through 
a set of specifi c objectives. Th e scope of international marketing goals varies, depend-
ing on the defi nitions of the term coined by diff erent authors. 

Euromarketing (Pan-European Marketing) is an alternative to the individual, 
country-to-country strategy and a single marketing strategy (Aistrich, Saghafi  & 
Sciglimpaglia, 2006). Literally, it means looking at Europe as a geographic market 
segment, internally homogeneous, which is, however, externally diff erentiated from 
other regions in the world (Halliburton & Hünerberg, 1993). Euromarketing does 
not lead to the creation of an exclusive pan-European market; there are still local, 
regional and national markets (Tietz, 1990). As a result, Euromarketing does not 
focus solely on the marketing concept targeted at the Euromarket as a whole, but also 
on the European orientation and strategies of companies – a uniform concept aimed 
at the individual national and regional markets. Divergences within the Euromarket 
still allow for the use of a Euromarketing concept as there is uniform legislation 
concerning economic activity in the Single European Market and the ongoing con-
vergence of consumer needs and behaviour patterns. Similarly, some diff erences can 
be observed between particular states in the USA. Th ere, however, a single general 
management and marketing concept is employed for the whole country. At present, 
more than 20 years after the creation of the Single European Market, Euromarketing 
has taken root in both marketing practice and theory, which results from the homog-
enisation of consumer needs and the progressing integration of European countries 
(Walter, 2004). 
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9.4.  Marketing Standardisation and Diff erentiation Within 
the Euromarket

It is necessary to elaborate on the notions of standardisation and diff erentiation used 
to explain the Euromarketing concept. On the one hand, political and economic inte-
gration between individual countries and regions is deepening. On the other hand, 
the accession of so many new Member States in the last 12 years has caused the 
stratifi cation of marketing determinants, especially the economic and socio-cultural 
ones, between the EU countries and regions.

Th e theoretical explanation of the Euromarketing notion often alludes to the 
discussion taking place between A. C. Fatt , E. Elinder and Th . Levitt (1983), and, 
to a lesser extent, Wireng, Puryn and Waarts (1996), about standardisation, dif-
ferentiation, world products and globalisation. In the publication on the possibility 
of conducting standardised advertising campaigns in the Euromarket, released in 
1961, E. Elinder argued that advertising standardisation is feasible (1961). Th is view 
was shared by A.C. Fatt, who claimed that international advertising campaigns can 
be eff ective in any market (1964). It was then that the notion of standardisation in 
marketing was introduced and the possibility of the standardisation of some market-
ing instruments, particularly promotion, including advertising, was acknowledged. In 
the 1980s T. Levitt formulated a concept that played a signifi cant role in the discus-
sions on globalisation, standardisation versus diff erentiation, internationalisation and 
Europeanisation (Jain, 1989; Douglas & Wind 1987; Boddewyn, Soehl & Picard, 1986).

Meissner put the dilemma bluntly: Euromarketing is at a crossroads, between 
globally-oriented standardised marketing and nationally-oriented highly diff erenti-
ated marketing (Meissner, 1995).

Th e progress of globalisation around the world, integration within the European 
Union and unifi cation in the Euromarket enables an increasingly standardised 
Euromarketing concept to be pursued within the Euromarket. Th ere are several 
factors that contribute to the ‘standardisation’ of consumer needs and behaviours, 
including the concentration of retailing in Europe, the development and accessibility 
of the pan-European media, Europeanisation and globalisation, consumer mobility 
within Europe, open borders, the unifi cation of norms and regulations. Th e estab-
lishment of the European Union and the Single European Market resulted in the 
consolidation of numerous retail companies expecting an accelerated growth in the 
European markets (Samiee, 1995), which allowed them to employ standardised mar-
keting concepts in the Euromarket in terms of, e.g. Euro-brand, Euro-product or the 
so-called retailer brands (own brands). Th ese are all the eff ects of retail internation-
alisation and concentration in Europe. Retailers’ own brand share in food sales varies 
in the respective EU countries, and in 2014 stood at 42.0% in Spain, 41.4% in Great 
Britain, 34.5% in Germany, 32.9% in Portugal, 31.3% in Belgium, 28.5% in Austria, 
27.4% in France, 27.2% in the Netherlands, 25.4% in Denmark, 25.2% in Sweden and 



Chapter 9. Europeanisation of the Marketplace and Marketing of Firms: Fostering the Euromarketing Concept    175

Hungary, 24.3% in Poland, 23.6% in Finland, 22.7% in Slovakia, 22.4% in the Czech 
Republic and 17.4% in Italy (Metro – Handelslexikon, 2015).

Th e standardisation/diff erentiation of marketing embraces two core dimensions, 
i.e. marketing processes and marketing programmes. Marketing programmes refer to 
such elements as, e.g. marketing strategies or product, price, distribution and promo-
tion policies. Marketing processes involve product planning, distribution planning, 
information systems, marketing operations supervision, segmentation models and 
promotion planning. 

With the advancing globalisation of the world market, marketing processes seem 
to be extremely important in the Euromarket as they are commonly believed to 
have greater potential for standardisation than marketing programmes (Seebauer, 
1977). Th erefore, in business practice, it is essential for companies operating in the 
Euromarket to determine the standardisation potential and standardise their market-
ing processes. In this context, it may be useful to look at the fi ndings of a study on 
the standardisation of marketing processes, conducted by N. Walter (2004) in the 
food sector, where cultural factors, especially tradition, eating and purchasing habits 
or mindset, seem to exert a powerful impact (Figure 9.1). 
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Figure 9.1. Standardisation of marketing processes in EU-15.

Light grey – average values, dark grey – deviation, scale 1-5 (1= totally diff erentiated, 5= totally standardised)

Source: Walter (2004, p. 8).
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Th e study was carried out on a sample of 152 leading food companies from the 
EU-15 and the Euromarket was treated as a homogeneous area for their marketing 
activities. Th e results (see Figure 9.1) indicate that the highest degree of standardisa-
tion can be observed in marketing organisation (an average of 3.61) and marketing 
planning (an average of 3.46), while the lowest occurs in marketing research (an 
average of 3.25). In general, however, each component of the marketing processes 
shows a relatively high degree of standardisation. As far as marketing planning is con-
cerned, the planning process is the most standardised (an average of 3.74), whereas 
marketing plans and planning methods – the least (an average of 3.22). Marketing 
controlling in the EU-15 countries reaches a high level of standardisation (an aver-
age of 3.43) and there are no signifi cant diff erences in the standardisation degree 
within its constituting elements. However, some variations can be observed in the 
Euromarket marketing research. Th e highest degree of standardisation occurs in the 
primary data collection (an average of 3.39), and the lowest – in the secondary data 
presentation. Th e biggest diff erences are revealed in marketing organisation, where 
the organisational structure of marketing shows the greatest degree of standardisa-
tion (an average of 3.84) and organisational integration – the smallest (an average 
of 3.21). Th e study indicates that the individual elements of the marketing processes 
do not deviate much from the average, which seems to be valuable information. Th e 
highest degree of deviation occurs within marketing planning. Th e fi ndings reveal 
that the components of the marketing processes developed and pursued by enter-
prises operating in the Euromarket show a relatively high degree of standardisation, 
which enables them to adopt a uniform Euromarketing concept for the EU-15 area. 
At the same time, companies (in this case – the leading food companies) to some 
extent take into account the existing national and regional divergences.

Th e standardisation of a marketing concept depends on the unifi cation of stan-
dardisation factors within the Euromarket, which can be grouped into three categories 
of determinants: macroeconomic, microeconomic and internal (Walter, 2003). Th e 
macroeconomic determinants include economic, political, legal and socio-cultural 
factors. Th e microeconomic determinants encompass factors referring to competi-
tion, trading, consumers and marketing structure. Th e internal determinants comprise 
company and product factors. Th e convergence of those factors allows for a more 
standardised marketing approach, e.g. for the introduction of pan-European brands 
and marketing strategies (Ganesh, 1998). A unifi cation of the factors across countries 
or regions will create favourable conditions for the implementation of standardised 
marketing concepts in the Euromarket. In that case, a few scenarios are possible:

− high standardisation of a marketing concept within the Euromarket, which 
enables a uniform marketing approach across the EU-28 countries;

− diff erentiation of a marketing concept between the EU-15 countries and the so-
called new Member States due to the considerable diff erences (mainly economic 
ones) still remaining between Western Europe and Central and Eastern Europe;
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− standardisation of a marketing concept within groups of countries and its 
diff erentiation between the groups of countries because of cultural and eco-
nomic diversity.

From the microeconomic point of view, it is worth noting that shortly after the 
fi fth enlargement of the European Union in 2004, a great number of companies oper-
ating in the Euromarket segmented the whole area according to the wealth criterion 
into the new Member States and the old EU-15 ones. Some enterprises still adopt 
the same segmentation approach, dividing the Euromarket into two EU regions. Th e 
existing wealth gap between the new and old Member States encourages some degree 
of diff erentiation in the Euromarket.

Research conducted by Ganesh (1998) revealed that in the European Union 
the convergence trends are stronger than the divergence ones and that further 
unifi cation will facilitate a faster diff usion of products, ideas or technologies. 
However, the diff erentiation and standardisation concepts do not have to be 
mutually exclusive. A new form, which combines both of them, the so-called 
strategy of diff erentiated standardisation, is becoming increasingly popular. It 
enables the creation of uniform market segments across countries by establishing 
groups of countries, consumers or groups of marketing instruments and countries 
(Mueller & Kornmeier, 2002). Such an approach is supported by Harris, who claims 
that standardisation is a fl exible and adaptable concept which can take on various 
forms, but is never either total adaptation or complete standardisation. In addition, 
unlike absolute standardisation, modifi ed or partial forms of standardisation are 
commonly employed by enterprises (Harris, 2004). In international marketing, as 
well as in Euromarketing, complete standardisation or diff erentiation does not 
really occur. On the one hand, cost advantage requires companies to introduce 
standardised concepts, but on the other hand, companies have to take into account 
the existing diff erences and, as a result, diff erentiate the concepts to some extent. 
Apparently, for the time being, a mixed strategy, also called Eurodual, is best 
adjusted to the Euromarket. It is based on the premise that all the elements of the 
Euromarketing concept should be standardised, wherever possible, or diff erentiated, 
where necessary. Adopting this strategy across the European Union will allow for the 
creation of uniform segments within the bloc of 28 countries and the application 
of a standardised marketing concept which will also take into account national 
and regional divergences. A  good example is grouping EU countries into regions 
of similar standardisation determinants, for instance the EU-15 and the countries of 
Central and Eastern Europe. Th e eff ectiveness of a diff erentiated standardisation 
strategy is confi rmed by studies, which show that both the companies that employ 
a high degree of standardisation and those with a high-degree diff erentiation  strategy 
record a signifi cantly smaller increase in their turnover compared to the companies 
that pursue mixed forms of standardisation and diff erentiation (Hombruch & 
Jensen, 2004).
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9.5. Th e Cultural Aspect of Euromarketing

Internationalisation, Europeanisation, globalisation, and global growth in trade and 
foreign investment are processes that contributed to an increased importance of 
cross-cultural issues both in management and economics as well as in business prac-
tice in foreign markets. Doing business in Europe eff ectively requires the understand-
ing of other cultures and the acquisition of adaptability and fl exibility (Harris & 
McDonald, 2004). Th e economic integration of EU Member States seems to be a less 
challenging task, mainly on account of EU funds, rather than its cultural integra-
tion. As a result, cultural factors appear to be of more signifi cance for the scope of 
 diff erentiation than economic factors. Interestingly enough, the very word culture is 
derived from Latin and means cultivation or attending to something caringly (Emrich, 
2009). In order to explain the notion of culture, we turned to the defi nition developed 
by C. Kluckhohn, who argues that culture consists of patterns of thoughts, feel-
ings and behaviours acquired and transmitted mainly through symbols that combine 
the distinctive achievements of human groups, while the core of culture embraces 
 traditional ideas and their attached values (Kluckhohn, 1951).

Th e cultural factor is an element of the environment that has to be taken into 
account while operating abroad, since it is possible that target customers will not 
approve of products on off er due to cultural reasons (Grzegorczyk, 2009). Cultural 
factors are extremely complex elements stemming from tradition, mentality, his-
tory and language, which Euromarketing can translate, for example, into mentality-
related diff erentiation or consumer buying habits.

As a result, it is important to defi ne the criteria allowing for cultural comparisons 
between countries and regions within the Euromarket. Th eir aim is to determine 
which countries and regions share cultural affi  nity and, consequently, develop stand-
ardised management and marketing concepts for these cultural areas. Th e cross-
cultural study that is best known and quoted most frequently is the typology of 
cultures according to G. Hofstede, who conducted research among IBM employees 
in 50 countries. His study was based on four fundamental cultural dimensions: indi-
vidualism/collectivism, masculinity/femininity, uncertainty avoidance, and power 
distance (Hofstede, 1980, 2001, 2007). Hofstede’s cultural dimensions have a num-
ber of proponents and opponents. Th e main disagreements concern the methodol-
ogy – the assumption of cultural homogeneity of the countries and the analysis of 
diff erences within the organisational culture between countries. 

Hofstede’s typology of culture and his methodology, nonetheless, allowed for 
conducting a complex international comparative study, yielding a cultural assessment 
of the countries involved. Th e analysis of the cultural dimensions of the Euromarket 
countries (Hofstede included 17 out of the 28 current EU countries) leads to a con-
clusion about the existence of signifi cant diff erences between the cultural dimen-
sions of particular countries. Such EU Member States as Poland (68), France (68) 
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and Belgium (65) score high on power distance, whereas Austria (11), Denmark (18) 
and Ireland (28) score low on the same dimension. Th e highest level of individual-
ism in the entire EU is reported in the UK (89), the Netherlands (80), Italy (76), 
Belgium (75), while the highest level of collectivism – in Portugal (27), Greece (35) 
and Spain (51). High masculinity characterises the societies in Hungary (88), Austria 
(79), Italy (70), while high femininity – Sweden (5), Norway (8), the Netherlands 
(14) and Denmark (16). Th e EU countries where citizens manifest the highest level 
of uncertainty avoidance are: Greece (112), Portugal (104), Belgium (94) and Poland 
(93), whereas the lowest level of uncertainty avoidance is exhibited in Denmark (23), 
Sweden (29) and the UK (35).

In 2014 M. Komor and J.H. Schumann studied cultural diff erences between 
Poland and Germany. Th e results of their study are signifi cantly divergent from the 
results of Hofstede’s original research on Germany, going back nearly 40 years, and 
from the estimated values adopted by G. Hofstede based on other authors’ studies 
(2001) in the 1990s (Table 9.2). Th e diff erences concern the cultural indices for 
both Germany and Poland. In the case of Germany, slight diff erences were revealed 
for two cultural dimensions, namely for power distance and uncertainty avoidance, 
while more signifi cant deviations were observed in the dimensions of masculin-
ity/femininity and individualism/collectivism. Hofstede considered the German 
society as more masculine (66) than Komor and Schumann (53) as well as defi -
nitely more individualistic (67) compared to the other study (34), which revealed 
a collectivistic culture in Germany. In the case of Poland, there were diff erences 
between Hofstede’s and Komor and Schumann’s studies in all the dimensions. 
It should be added that Hofstede did not conduct separate surveys in Poland in 
the 1960s and 1970s, but only estimated the values of the indices based on other 
cultural research. 

Table 9.2. Th e cultural dimension for Poland and Germany according to Hofstede’s study and 
Komor and Schumann’s study based on the values adopted by Hofstede.

Country Power distance Individualism Masculinity Uncertainty 
avoidance

G. HOFSTEDE’S STUDY
Germany 35 67 66 65

Poland 68 60 64 93
M. KOMOR AND J.H. SCHUMANN’S STUDY

Germany 34 34 53 61
Poland 36 41 52 69

Source: own elaboration based on G. Hofstede, G. J. Hofstede, M. Minkov, Kultury i organizacje, zapro-
gramowanie umysłu. Edition 3 updated, PWE, Warsaw 2011, pp. 71-72, 105-106, 150-151, 201-202; M. Komor, 
J.H. Schumannn, Zróżnicowanie kulturowe między Polską a Niemcami według wymiarów kultury Hofstede. 
“Gospodarka Narodowa”, No. 1 (275), 2015, p. 96. 
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 Relatively small deviations were observed in the masculinity/femininity indi-
ces, where Hofstede saw the Polish society as more masculine (64) than it is now 
(52). Compared to the cultural indices adopted for Poland by Hofstede, consid-
erable diff erences were detected in two of them: uncertainty avoidance and indi-
vidualism/collectivism. Over several years, the Polish society has become more 
collective than individualistic and its tendency to avoid risk has weakened signifi -
cantly. Th e largest diff erences between the two studies, however, are in the area 
of power distance in Poland. According to Komor and Schumann, the power dis-
tance index is 36, which is nearly two times lower compared to the value adopted 
by Hofstede (68). 

Th e research also allowed for the formulation of the thesis that in the period of 
time between the two studies, Poland and Germany developed a stronger cultural 
affi  nity. Th is can be seen in all the cultural dimensions, especially in the power dis-
tance and masculinity/femininity indices, where the diff erences are small. Th e other 
two indices, uncertainty avoidance and individualism/collectivism, remain slightly 
more distant. Poland scores a little higher on uncertainty avoidance and individual-
ism. Apparently, a growing similarity between the two countries in the four cultural 
dimensions may be partly caused by an increased exchange of citizens, students, 
scientists, and corporate managers, the convergence of consumer needs and pur-
chasing behaviours, and ongoing processes of standardisation, Europeanisation and 
globalisation (Komor & Schumann, 2015). 

One of the latest and most interesting cultural studies is a multi-stage, interna-
tional cultural study conducted in 62 societies on fi ve continents, which started in 
1991 as part of the Project GLOBE (Global Leadership and Organisational Behaviour 
Eff ectiveness) (House, Hanges, Javidan, Dorfman & Grupta, 2004; Brodbeck, Chhokar 
& House, 2007). In contrast to Hofstede’s model, the study accounts for as many 
as nine cultural dimensions (Javidan, Stahl, Brodbeck & Wilderom, 2005; House & 
Javidan, 2004; Javidan & House, 2001; House, Dorfman, Javidan, Hanges & Sully de 
Luque, 2014): power distance, uncertainty avoidance, in-group collectivism, insti-
tutional collectivism, assertiveness, future orientation, gender egalitarianism, per-
formance orientation, and humane orientation. Th e project involved a survey on 
social cultures in 16 EU Member States, including Poland, and it accounted for both 
real and ideal dimensions. Notably, declarations made in the ideal dimension diff er 
from the ones in the real dimension, i.e. the practices adopted within society. Th e 
analysis of the survey results points to the existence of some diff erences in particular 
dimensions between the EU countries. Relatively large divergences were observed for 
uncertainty avoidance, power distance, in-group and institutional collectivism. On 
the other hand, small diff erences were revealed in the dimensions of future orienta-
tion, performance orientation, and gender egalitarianism. Th e countries that scored 
highest on all the dimensions were Ireland, Austria, Denmark and Sweden, while the 
lowest values were reported for Italy, Greece and Hungary.
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Despite the still existing considerable cultural diff erences in the Euromarket coun-
tries, it is possible to partially adopt the Euromarketing concept. Th is can be done by 
grouping culturally similar countries into relatively homogeneous Country Clusters. 
Th is allows for the implementation of a single marketing approach in a particular 
cluster in the form of standardised Euromarketing or management concepts. An 
example of a study based on Hofstede’s model is J. Henry’s study. In 2002 he identifi ed 
the cultural circles of culturally similar countries. Based on his classifi cation, the fol-
lowing Country Clusters can be distinguished in the European Union (Henry, 2002):

− more developed Latin – Belgium, France, Spain;
− less developed Latin – former Yugoslavia countries, Portugal; 
− Near-Eastern – Greece;
− Germanic – Germany, Austria, Switzerland, Italy;
− Anglo – the UK, Ireland;
− Nordic – Denmark, Finland, Sweden, the Netherlands.
In 1985 S. Ronen and O. Shenkar proposed eight cultural clusters and one inde-

pendent Country Cluster: Nordic (Denmark, Finland, Sweden, Norway), Germanic 
(Germany, Austria, Switzerland), Anglo (the USA, the UK, Ireland, Australia, New 
Zealand, Canada, RSA), Latin European (France, Belgium, Italy, Spain, Portugal), 
Latin American (Argentina, Chile, Mexico, Venezuela, Peru, Colombia), Far East 
(Singapore, Malaysia, Hong Kong, the Philippines, Vietnam, Indonesia, Taiwan, 
Th ailand), Near East (Turkey, Iran, Greece), Arabic (Bahrain, Kuwait, Oman, Saudi 
Arabia, Abu Dhabi, the United Arab Emirates), Independents (India, Brazil, Japan, 
Israel) (Ronen & Shenkar, 1985).

Th e division of European countries into cultural groups was also proposed by 
C. Leeds, S. P. Kirkbride, J. Durcan. Th e identifi cation of country clusters was based 
on S. Roner and O. Shenkar’s classifi cation, which Leeds, Kirkbride and Durcan 
(1994) used to distinguish the following cultural groups of countries in Europe:

− Scandinavian – Finland, Sweden, Norway, Denmark;
− Northern – quasi Latin – Belgium, France;
− Anglo – the UK, Ireland;
− Near Eastern – Greece, Turkey;
− Germanic – Germany, Switzerland, Austria;
− Latin/Mediterranean – Spain, Portugal, Italy.
Th e results of research into cultural diff erences allow for the formulation of 

a  conclusion relevant to marketing as well. Th e segmentation process is a good 
example. Segmentation based on lifestyles in Europe may be seen as integral 
segmentation that assumes similar consumer behaviours irrespective of what cultural 
circles the consumers come from. It aims to divide consumers into homogeneous 
groups living in particular areas rather than within particular country borders (e.g. in 
Europe), according to certain specifi c criteria, for example lifestyle. In the early 1990s 
a French organisation, Centre de Communication Avance (CCA), presented the 
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segmentation of the so-called Eurostyle, which comprised 16 types of Euroconsumers 
in EU countries (Cathelat, 1990, 1993). Th e concept was later further developed 
by Gesellschaft fuer Konsumforschung (GFK) into Euro-Socio-Styles (ESS). Th e 
approaches created by CCA and GFK can be seen as segmentation taking account 
of preferred consumer behaviours in the European Union or in Europe (Komor, 
2011). Th e fi nal study identifi ed eight basic types of consumers in Europe based on 
the survey conducted by Euro-Socio-Styles (Foschl, 2007; Busch, Fuchs & Unger 
2008; Franzen & Moriarty, 2009; Sora, 2007; Reymann 2009):

− New World (cosmopolitans), hedonistic, tolerant intellectuals, enjoying 
a high standard of living, seeking personal harmony and social commitment;

− Magic World (dreamers), intuitive, young, materialistic people, often with 
children and relatively low incomes, who have trust in their good fortune;

− Cosy Tech World (comfort-loving), active, modern middle-aged couples with 
above-average incomes;

− Authentic World (authentic), rational, moralistic multi-generational families 
with high incomes, committed, ecologically oriented, seeking a harmonious 
and balanced life;

− Standing World (demanding), cultured, responsible, educated and affl  uent 
citizens, faithful to their convictions, tradition-oriented;

− Crafty World (rebels), young, dynamic and opportunistic people with limited 
incomes, from simple backgrounds, looking for success and material inde-
pendence;

− Secure World (safe), conformist and hedonist families of simple social origin, 
materialistically oriented and living in their own environment;

− Steady World (traditionalists), senior citizens living in retirement, tradition- 
and region-oriented, conformist. 

Th e distribution of the eight consumer types in the selected EU countries points to 
the existence of certain diff erences between Western Europe and Central and Eastern 
Europe. Both Western Europe (with the exception of the UK) and the Central and 
Eastern European countries can be treated as homogeneous groups (Nemeth, 2010). 
Th e diff erences between values are not signifi cant enough to make it impossible to 
apply standardised segmentation according to lifestyle in Europe. Th e results of the 
study indicate that the identifi cation of certain cultural circles of countries or regions 
within the Euromarket is possible based on similar consumer behaviours in Europe.

In the early 1990s Kale investigated 17 Western European countries and, based 
on the results, identifi ed three relatively homogeneous groups that can carry signifi -
cant implications for marketing (1995):

Cluster 1. Austria, Germany, Switzerland, Italy, Great Britain and Ireland
Marketing implications: preference for high-performance products, use success-

ful-achiever theme in advertising, desire for novelty, variety and pleasure, fairly risk-
averse market;
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Cluster 2. Belgium, France, Greece, Portugal, Spain, Turkey
Marketing implications: appeal to consumer’s status and power position, reduce 

perceived risk in product purchase and use, emphasise product functionality;
Cluster 3. Denmark, Sweden, Finland, the Netherlands and Norway
Marketing implications: Relatively weak resistance to new products, strong con-

sumer desire for novelty and variety, high consumer regard for environmentally 
friendly marketers and socially conscious fi rms.

In these countries, uniform Euromarketing concepts can be implemented in each 
Country Cluster whenever it is not possible to pursue a single marketing strategy, 
i.e. a Euromarketing strategy, for all the 28 EU Member States. 

Studies conducted by Ch. Belz in the years 1992, 1996, 2001 and 2006 confi rmed 
the potential of Euromarketing for enterprises operating in the Euromarket. Th ey 
focused on the signifi cance of particular marketing concepts for internationalisa-
tion processes. Th e research results (Figure 9.2) clearly show an important role of 
Euromarketing in internationalisation processes in the Single European Market. 
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Euromarketing: the overall concept of the intensive development 

of the Single European Market (SEM) 

Figure 9.2. Th e signifi cance of Euromarketing for enterprises undergoing internationalisation. 

Source: Belz and Uebersicht (2007, p. 141).

In the fi rst study, shortly before the launch of the EU internal market, the 
respondent enterprises attached a substantial signifi cance (4.13 on a scale from 
1 to 5) to the concept of Euromarketing in internationalisation processes within the 
Euromarket in the EU-12 countries. Th e next edition of the study in 2001 confi rmed 
the fi ndings and revealed a further increase compared to the results obtained in 
1992 and 1996. Th e latest study conducted after the EU enlargement to 25 countries 
showed,  however, a slight decrease (of almost 10%) in terms of the signifi cance of 
Euromarketing for enterprises, while Belz’s other study indicated a considerable 
increase in the signifi cance of Eastern European marketing, demonstrated by the 
expansion into the Central and Eastern European markets (Belz, 2007). 
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9.6. Case Study

Amica Wronki S.A. is one of the largest and best established Polish companies. It 
was founded in 1945 and has been operating in international markets, at present 
going beyond the European continent, for over 45 years. As a result of internation-
alisation, the solutions developed by Amica are present in more than 40 countries 
in the world, including 24 in Europe and 16 in the European Union (Figure 9.3). In 
1997 the company was fl oated on the Warsaw Stock Exchange. Its annual revenues 
amounted to over PLN 2 billion in 2014. Th e company’s workforce in all production 
facilities and offi  ces, in Poland and abroad, exceeds 2,000 employees. 70 percent of 
its total output is exported, which means that the company is already one of Poland’s 
largest exporters, while the corporate strategy aims to increase exports even further 
(Amica w Europie, 2015).

Amica Wronki S.A. holds the portfolio of three brands:
− AMICA – a domestic brand sold in 11 EU countries;
− GRAM – known across Scandinavia, an established and traditional Danish 

brand sold since 1899 and acquired by Amica in 2001 (3 EU countries and 
Norway);

− HANSA – a brand launched in the Russian market in 2000; currently in 5 EU 
countries and in Serbia, Russia, Ukraine and Belarus.

Th e company’s expansion into international markets continues, especially in the 
form of acquisitions and new investments. Amica looks for distribution fi rms as 
takeover targets in order to gain access to new markets and strengthen its posi-
tion on the existing ones. Th e company’s initiatives bring good results. In 2014 it 
increased its sales by over 20 percent, reporting growth in almost all markets, with 
the highest rate in the UK market (in some quarters by over 100 percent) (Amica 
Wronki zwiększa sprzedaż, 2015). Th e Polish and German markets generated almost 
60 percent of the company’s revenues (Zysk netto Amici, 2015). Other key markets 
are Scandinavia as well as the Czech Republic and Slovakia. In eastern markets, 
Amica sells under the Hansa brand and Russia is the second most important market 
for this brand after Poland (Sprzęt AGD, 2015). In 2012, sales in Russia accounted for 
about 28 percent of total sales and enjoyed a 50 percent growth compared to 2011 
(Edukacja i analizy, 2015).

In order to ensure further prosperity, Amica intends to strengthen its presence 
in western markets, concentrating on the markets of the UK, Italy, France and Spain, 
where sales are still relatively low. A company can enter a particular market following 
one of two models – organic growth or acquisition. Th e latter one was implemented 
in Spain, where Amica launched its own distribution fi rm in 2015, based on people 
and market know-how acquired through due diligence conducted in Fagor, a bank-
rupt white goods manufacturer (Amica kontynuuje silną ekspansję, 2015). In its oper-
ation in the European internal market, the company – to a certain extent – adopts 
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the Euromarketing approach. It pursues a standardised purchasing strategy within 
the group and production. Specifi c ranges of products are manufactured with the 
implementation of economies of scale. Although they are sold under three separate 
brands, the company aims for the highest possible standardisation of its products. 
Th e same approach is applied with respect to the marketing-mix tools. Th e company 
successfully operates in European foreign markets, extending its operations with new, 
more complex forms of internationalisation, including foreign direct investment 
through, for example, acquisitions of foreign enterprises, and it increases its pres-
ence geographically through the expansion to new countries. Th e company is one of 
the few Polish fi rms that succeed in internationalisation in European foreign markets. 

9.7. Conclusions

Th e European Community was established as a political, economic and social project 
rooted in the ideals of sustainable peace in Europe and well-being for all Europeans. 
Nowadays, EU politics aim to create conditions conducive to citizen activity and 

Figure 9.3. Operations of Amica Wronki S.A. in Europe.

Source: http://www.amica.pl/strona/15-Amica_w_Europie, (accessed on: 10.12.2015).
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the Euromarket is one of the consequences. A number of political initiatives have 
a global reach and off er a good example of developing shared values and opinions. 
Th e evolution in this sphere involves changes in culture, including habits and needs 
(Hofstede, 1992). Th is process of standardisation of attitudes within the European 
society has contributed to the emergence of the Euroconsumer (Komor, 2000). 
Concerns are raised that the establishment of the Euromarket and the European 
Economic Community brings a sense of threat to national identity, connected with 
the blurring of sovereignty and the blurring of borders as a result of the uniformisation 
of traditions, preferences, attitudes and behaviours. In this context, an increase in 
nationalistic and xenophobic attitudes may become a cause for concern (Jamroziak, 
2004). Hopefully, they will not put a stop to the process of European integration 
launched by Konrad Adenauer and Robert Schumann. Th e European Commission 
has identifi ed the key challenges facing the internal market in the 21st century as 
(European Parliament, 2011): 

− globalisation, off ering many opportunities but, at the same time, intensify-
ing the competitive pressure faced by European business and blurring the 
distinction between the internal and external markets;

− structural changes, with the development of the knowledge economy, the 
growing role of services in the economy, increased energy dependency, cli-
mate change and an ageing population;

− a larger, more diverse EU, which has grown from a Community of 12 to 
a Union of 28, still expecting to embrace new Member States in the future.

In the coming years, we can expect further economic integration of the 
Euromarket, the deregulation and demonopolisation of economic sectors, and other 
initiatives undertaken by the European Commission in response to the challenges 
facing the internal market in the 21st century. Today, the strategic goal is economic 
integration, while cultural integration is only starting now. Still, the intensifying pro-
cess of European integration and globalisation, despite temporary diffi  culties, requires 
a further implementation of marketing standardisation procedures, while nurturing 
variety where it is advisable and necessary. Euromarketing may then become a strat-
egy for the future of both European business and consumers. 
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Chapter 10

Europeanisation of Consumer Behaviours: 
United in Diversity or Diversifi ed 
in Unity?1

Małgorzata Bartosik-Purgat
Poznań University of Economics and Business

10.1. Introduction

Th e world market is characterised by a wide variety of cultural groups that follow 
diff erent values, have diff erent customs, mentality and preferences. However, it can 
be more and more often observed that areas, regions or organisations have arisen, 
within which there are some similarities in the behaviour of individuals. Additionally, 
as a result of forming the Euromarket constituted by the Member States of the 
European Union, homogeneous activities as well as creating europroducts, euro-
brands, and europromotions have started to be discussed, which was supposed to be 
based on the gradual standardisation of the operating conditions in Europe. In many 
communities views have arisen that tastes, preferences and lifestyles of European 
consumers are converging (becoming almost identical). According to these views, the 
main causes of these trends include the development of new technologies (comput-
erisation of markets), developing universal standards by mass culture, the formation 
of economic groupings and trade liberalisation. However, despite many similarities in 
the lifestyles of Europeans, which are especially noticeable in certain consumer seg-
ments regardless of their cultural roots, e.g. people who belong to the highest social 
classes, are young, well-educated, travel a lot, know foreign languages etc., there are 
still many diff erences arising from diff erent cultural backgrounds (tradition, history, 
values, customs, religion, norms and consumption patterns) (De Mooij, 2000, p. 104). 

1 Th e chapter was prepared under project No. 542456-LLP-1-2013-1-PL-AJM-MO entitled 
“Macro- and Microeconomic Dimensions of Europeanisation” co-fi nanced by the European Commis-
sion in the years 2013-2016.
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Moreover, some argue that even in the era of well-developed globalisation consum-
ers from diff erent cultures have and will have diff erent attitudes, perceptions, tastes, 
preferences and values, and sometimes will not remain indiff erent when choosing 
a product of national or foreign origin (Suh & Kwon, 2002). It turns out that despite 
many eff orts to unify standards the heterogeneity of Europe, as far as cultural traits 
and consumer behaviour are concerned, becomes noticeable.

A dynamic approach to national culture and its infl uence on the behaviour of 
individuals induces both diff erences and similarities in the European markets. Th e 
cultural background and core values of European nations determine the diff erences 
in the behaviour of Europeans, however, constant globalisation and convergence 
processes contribute to adopting traits from other cultures and homogenising certain 
behaviours and lifestyles (De Mooij & Hofstede, 2002). Th e cause of the diff erences 
are in fact the diff erent climatic, historical and religious conditions of the cultures 
inhabiting this area. Although the research conducted by Malhotra, Agarwal and 
Baalbaki (1998) showed some cultural similarities in the groups of South-Western 
European countries, the diff erences between them are signifi cant. Also Schuh (2007) 
presented a number of barriers and restrictions for unifi ed activity in the European 
markets. According to Schuh and other researchers, there are various signifi cant dif-
ferences between the countries belonging to the European Union. Th ese particularly 
include very large diff erences in purchasing power, consumer habits or diff erences 
in market structures. Taking the aforementioned diff erences into account, as well 
as the other ones that are related to general economic development, diff erentiation 
of activity seems to be the most advantageous solution for European markets. As 
a result of this diversity, so-called “contextual marketing” is suggested, where the 
context of each national or regional culture is considered. Th is could involve joining 
standardisation with location (Marinov et al. 2007). However, recognising all the 
factors (i.e. soft areas that include elements of the cultural background of societies) 
that determine the need to implement specifi c solutions is not a simple or easily 
measurable task (Yaprak 2008). 

Th e aim of the discussion held in this chapter is to analyse the trends in con-
sumer behaviour in European countries and to identify the factors that infl uence 
consumer behaviour.

Th e discrepancies presented in the results of the until now conducted studies and 
the observations on the changes that have taken place both in culture and European 
consumer behaviour have prompted the author to formulate the following research 
questions:

– what tendencies in consumer behaviour are observed in European markets?
– are these processes heading towards a unifi cation of consumer behaviour 

regardless of the cultural distinctiveness between European countries?
– are these processes heading towards a manifestation of their distinctiveness 

and a deepening of ethnocentric behaviour? 
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Th e main research method used in this chapter is a critical analysis of second-
ary source literature on the subject. Th e analysis refers to the problems of consumer 
behaviour, cultural anthropology, European markets and cultures, and social pro-
cesses taking place in today’s world. A comparison of the achievements of scientists 
conducting research earlier and now has made it possible to identify certain trends 
taking place in European markets within the sphere of culture and consumer.

10.2. Materials and Methods 

Th e increase in freedom and speed of the fl ow of information, not only in Europe but 
also worldwide, which results from the development of new technologies, and the 
importance of social media and online services are the consequences of the develop-
ment of global processes that aff ect many areas of the lives of Europeans. A signifi -
cant infl uence is observed in terms of the behaviour of people (their mobility, modes 
of communication), their views, values, preferences and, fi nally, consumer behav-
iour. Consumer behaviour is founded in the cultural roots of European societies. In 
other words, the kind of consumers we are stems from the cultural background of 
a particular country.

In the theories on consumer behaviour the consumer’s needs stimulate the activi-
ties of companies to meet them. However, in today’s IT globalised world, in the era 
of a continuous development of new technologies and competition between com-
panies, they are often the fi rst initiator of implementing new solutions and showing 
consumers which of their needs can be met thanks to these solutions. In other words, 
consumers often learn from a variety of media which needs they currently have or 
should have. According to Baudrillard, a French sociologist, philosopher and critic of 
globalisation, the freedom and sovereignty of today’s consumer are a mystifi cation. 
He argues that the consumer only thinks he makes individual and free consumption 
choices. In fact, as the author writes, “... the consumer is sovereign in the jungle of 
ugliness where freedom of choice has been forced upon him ...”, a jungle where there 
are “dirt, pollution and deculturation” (Baudrillard 2006, p. 81). Today’s consumer 
is “enslaved” as never before by the amount of information surrounding him, which 
very often forces certain behaviours upon him. Th ese induce certain processes called 
globalisation of consumption, which is a phenomenon occurring, among others, as 
a result of the “demands” of global consumers who are characterised by similar traits 
and needs, regardless of where they live. Consumption is in fact “one of the driving 
forces of globalisation”, which is, in turn, also a result of the globalisation of culture, 
i.e. the likening of values, lifestyles, habits, etc. Globalisation in the sphere of con-
sumption is thus used to defi ne the phenomenon of assimilation and interpenetration 
of consumption patterns in the transnational area (Bartosik- Purgat, 2011). In the 
era of the Internet it is easier than ever, as the tools that are off ered by the Internet 
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contribute to the ease and speed with which information, not only from the country 
but from all over the world, can be reached.

However, many years after Levitt (1983) presented his theory on the interna-
tional market moving towards the global market, this view still lacks a unanimous 
recognition, both theoretical and empirical, in the scientifi c community. In the lit-
erature on the subject a broad polemic about these phenomena has been encoun-
tered, various researchers express their opinions, and also give a number of argu-
ments for or against the unifi cation and diversifi cation of culture and consumption 
in the European market (Cleveland & Laroche, 2007; Craig & Douglas, 2006). De 
Mooij, a Dutch researcher, points out that many authors comment on the increasing 
homogenisation of European markets, especially the preferences, tastes and affi  nities 
of the consumers inhabiting them. She notes, however, that few of them present this 
unifi cation in the form of empirical research (De Mooij 2000; Wardeb et al., 1999; 
Silverstein et al., 2006).

Regarding the aforementioned issues and changes in the European market the 
literature on the subject more and more often asks about the “convergence and 
divergence” of cultures and consumer behaviour in Europe. In the case of societies 
and their national cultures convergence is the mutual assimilation of cultural pat-
terns, norms and behaviours, while divergence leads to cultures distancing from one 
another and searching for “one’s own” identity (Th omas, 2002).

10.3. Convergence

Th e convergence processes of culture are inevitably connected to the global con-
sumer because they often result from his experience and acquired characteristics, 
e.g. while staying abroad (Aissaoui & Fabian, 2015). On the other hand, the globali-
sation of consumption permeates borders and cultures, becoming a characteristic 
feature of current economic life. Belk (1995) wrote that the globalisation of culture 
and global culture lead to the homogenisation of consumption. In the early nineties 
of the last century Ritzer (2007), an American sociologist, already introduced a term 
associated with globalisation, namely the so-called “McDonaldisation”, which refers 
to the unifi cation and uniformity of consumer behaviour. In practice, this means that 
companies from around the world “follow” the ones that set global trends in order to 
meet the needs of consumers submissive to the unifi cation of needs and behavioural 
patterns. De Mooij (2000) also mentions the emergence of the so-called global con-
sumer culture which, according to her, comprises not only global consumerism and 
the homogenisation of global consumption, but also the proliferation of transnational 
companies and globalised capitalism.

Some researchers argue that the cause and at the same time the eff ect of the 
above-described phenomena of the globalisation of consumption, globalisation of 
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culture and the “creation” of the global consumer is also the growing phenome-
non of the deterritorialisation of individuals, and thus their national cultures (Craig 
& Douglas, 2006). Th e result of deterritorialisation is in turn the multiculturalism 
of countries, in particular highly developed countries, which migrants from other 
countries are coming to, often in search of better living conditions. Moreover, the 
phenomenon and the problem of the hybridisation of cultures, i.e. the multicultural-
ism of nations/societies, should also be mentioned at this point. In such a situation 
this can even be referred to as the hybridisation of culture, namely the creation of 
a global culture as a mix of diff erent cultures (Reisinger & Crotts, 2010). Th is stems 
from, among other things, the opening of borders, the increasing migration of people 
because of wars or a bad economic and political situation in their home country, 
and thus entering into “international/intercultural” marriages. As a result of these 
phenomena the so-called hybrid forms arise. Th ese can have the form of e.g. Asian 
American, Mexican American or British African. However, it also cannot be fully 
concluded that each of the forms is a merger (mixing) of two separate traditions, 
because each culture, i.e. American, British or Mexican, is not entirely homogene-
ous (closed to infl uences from outside). Each of them is a hybrid that can still be 
divided based on the criterion of religion, class, age, etc. On the one hand, people 
going abroad “disseminate” the features of their cultural background, such as values, 
customs, traditions etc., thus creating a diaspora of a particular nation. Consequently, 
these elements become known by other nations hosting people from abroad (this 
problem does not concern only migrants, we can also talk about it with regard to 
diplomatic service offi  cers, long-term workers etc.). Nevertheless, individuals stay-
ing abroad learn the characteristics of the host culture, and sometimes even become 
“bicultural” (when adopting many features of the new environment). But can we talk 
in this case about the globalisation of consumption, globalisation of culture or the 
global consumer? Perhaps another term should be used here, namely a “diversifi ed” 
consumer in terms of his needs and consumer behaviour (similarly with regard to 
culture and consumption). When looking at these phenomena from the international 
perspective the processes diff erentiating cultures are noticeable because it is very rare 
that an individual changing his/her place of residence also changes all their previous 
habits, rules, customs and values. Cultural characteristics are so strong that even after 
a long stay abroad without any contact with native customs one’s way of thinking 
and feeling cannot be changed (Vida et al., 2008).

In the literature on the subject the prevailing view is that the cultural charac-
teristics of diff erent societies resulting from the convergence of culture are similar 
to the so-called “Western values” characterising the countries in Western Europe or 
the United States (Mehmet, 1996; Ordóñez de Pablos, 2005). In some cases, this is 
already said to be the process of creolisation, i.e. absorbing and connecting “foreign” 
values, customs and beliefs with local values. According to the author, creolisation 
is particularly visible in less-developed or developing societies. Th is can be observed 
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in the European markets, where less-developed societies are more prone to follow 
both the cultural and consumer patterns of highly developed European countries.

People most susceptible to convergence processes in European countries are 
young, modern, well-educated people (which is usually associated with a higher 
social status and higher income), who know foreign languages and often move (on 
business or because of private reasons) between diff erent foreign markets (Pugh & 
Hickson, 2004, p. 7; Munus et. al., 2009; Craig & Douglas, 2006). Th ese features 
can be considered the characteristics of the global consumer, who travels the world 
and also wants to buy in his home market the products he has known and “tested” 
abroad, expecting at the same time the right quality. Such consumers are described 
by Agarwal et al. (2010) and Yavas et. al. (1992) as cross-national segments whose 
representatives, regardless of cultural membership, show similar characteristics and 
consumer behaviour (patterns).

Th e features of cross-national segments are also presented on the basis of empiri-
cal research conducted in foreign markets. For example, Mosses, after having con-
ducted international research on the purchase attitudes and habits of people aged 
15-19, proved that the researched group, regardless of country and culture, has many 
features in common in terms of the subject of the study (Shoham & Dalakas, 2003). 
Similar conclusions are drawn by A. Parmar in the article Global youth united: homo-
geneous group a prime target for US marketers, where she states that teenagers and 
young people (i.e. young adults) are a segment with converging characteristics on 
a global scale, and at the same time emphasising their signifi cant purchasing power 
(but without analysing the source of funds), high tendency to spend money, and 
thus a signifi cant impact on the activities of enterprises (Parmar, 2002). According 
to anti-globalists, including Klein, in the creation of the “global youth” an extremely 
important role is played by the media, especially television, through which young 
people (regardless of national culture and place of residence) have a similar style 
of dressing, use advertised equipment or eat similar food in global chains such as 
McDonald’s (Klein, 2009). On the other hand, the research done by Bartosik-Purgat 
(2011), as part of the research project “Buying behaviour in culturally diversifi ed 
European environments” conducted among young European consumers on the spe-
cifi c cultural factors infl uencing consumer behaviour, demonstrates both diff erences 
and many similarities in this regard. Both in terms of the factors of behaviour of 
European consumers identifi ed as endogenous (needs, personality, ethnocentric atti-
tude, values), and those presented as exogenous (family, stereotypes as the eff ect of 
the country-of-origin), diff erent values, saliences and patterns specifi c to particular 
countries were obtained. However, it should also be emphasised that these diff er-
ences were not signifi cant despite the fact that the surveyed consumers belonged to 
diff erent European cultures. Th e most similar characteristics young European con-
sumers demonstrated in terms of the level of loyalty towards the purchased brands. 
It is also worth noting that with respect to the distinguished and examined factors 
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there were no clear European “cultural clusters” characterised by a signifi cant simi-
larity of attitudes, values and behaviours of young Europeans, and which might be 
indicated by prevailing stereotypes about particular countries, e.g. Spain and Portugal 
(Bartosik-Purgat, 2011).

To summarise, it should be emphasised again that the factors determining the 
convergence behaviour in terms of culture and consumption patterns in European 
countries are mainly:

– Globalisation processes in the sphere of culture – the desire to copy the 
cultural patterns of more prosperous countries in less developed ones. It also 
results from the desire to be someone stereotypically better.

– Globalisation processes in the area of product supply – international expan-
sion of companies and the availability of products make it possible that the 
same or slightly modifi ed (customised) products and services can be pur-
chased regardless of the market. Th is in turn aff ects acquiring new tastes, 
habits and the assimilation of consumer behaviour.

– Technological development – in the sphere of consumer behaviour this area 
contains a lot more detailed elements, which include:
• the development of the Internet and access to information – these factors 

infl uence the assimilation of the behaviour of individuals from diff erent 
European countries who have access to the same sources of information 
as well marketing communication tools (Bird & Stevens, 2003; Jiang & 
Wei, 2012);

• the development of social media in the European markets – similar pat-
terns of behaviour in the consumer area may be dependent on the use 
of modern media, including social media and networking sites. In other 
words, participation in social media makes it possible to establish and 
maintain contacts with people from all over the world. Th ey allow get-
ting to know each other, exchanging views, which may infl uence the 
convergence behaviour of Europeans (Furner & George, 2012).

– Frequent migrations of the European population – this behaviour is most 
commonly observed in countries belonging to the European Union that allow 
the citizens of other member countries to work. People going to work abroad, 
on the one hand, learn the cultural and consumer customs prevailing in the 
given country, and on the other hand, they bring their own values and con-
sumer behaviour to this country. Th is contributes to a mutual understanding 
of cultures, however, it is not well received everywhere, especially in times 
of economic crisis (more on this topic will be presented later in this chapter 
in the context of the phenomenon of divergence).

– Openness of European borders between members of the EU (Schengen Area), 
as well as the expansion of low-cost airlines – these factors increase tourism 
among the citizens of Europe. By travelling, Europeans get to know each other, 
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the features, customs and cultures of other nations, which could also strengthen 
the convergence trends in the area of consumption (Bird & Stevens 2003).

– Joint education programmes – these programs allow for an increased youth 
exchange between European countries, e.g. Erasmus +, Erasmus Mundus, etc. 
Youth exchange programmes give the opportunity to meet other European 
nations, get to know their cultures, customs, traditions and languages. 
Sometimes people who are granted a scholarship to study abroad after gradu-
ation take up a job there, or even start a family.

Convergence trends among the residents of European countries are notice-
able and inevitable. Th ese processes are infl uenced by both economic and political 
decisions. However, the changes in the world, the eff ects of which are also felt by 
Europeans, often contribute to reverse processes, i.e. being closed to foreign cultures 
and highlighting national identity (divergence).

10.4. Divergence

In contrast to the acquisition of habits and assimilation of cultural and consumer 
patterns in European countries, an increasing trend aiming at highlighting cultural 
identities of particular countries can be observed. Th e phenomenon of divergence 
has always been visible in the European arena, and it has particularly concerned the 
developed European countries. Many researchers report that the divergence behav-
iour began when the phenomenon of convergence became popularised. In the devel-
oped European countries a trend appeared to “cut oneself off ” from others (the afore-
mentioned “Western values”) and highlight own cultural uniqueness, distinctiveness 
and originality (Th omas, 2002, p. 37). Consumers in highly developed countries (and 
therefore more affl  uent) perceive the phenomenon of globalisation and unifi cation 
of patterns of consumer behaviour, which can include e.g. spreading global brands, 
as a signifi cant limitation to their “consumer sovereignty”. As a consequence, it is 
expected that the interest in local products (after the wave of globalisation the wave 
of regionalisation will occur) as well as national culture and identity will increase 
(Garcea, 2001; Kastoryano, 2006). In contrast to the highly developed countries, less 
developed societies are very willing to adopt the characteristics of Western cultures 
by assimilating their lifestyles, consumer behaviour and even norms and values. It 
can be stated that there is an inverse relationship between the degree of economic 
development of a culture and its level of convergence (Bartosik-Purgat, 2011).

Divergent trends in Europe became more intense when the fi nancial crisis of 
2007–2009 started. During that time the residents of the most developed countries 
began to be more conscious consumers choosing mainly products of national origin 
(even at a higher price). It is against this background that ethnocentric attitudes 
concerning the cultural sphere and consumer behaviour very often occur in Europe. 
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Th ey focus on the native cultural environment and block out the infl uence of the 
cultures of other nations (Shimp & Sharma, 1987; Netemeyer et al., 1991; Balabanis 
et al., 2001; Josiassen et. al., 2011). Societies with a high degree of ethnocentrism 
interpret social phenomena and events from the perspective of their own national 
group. Th ey are convinced of the superiority of their culture over others. Within 
nations characterised by the dominance of ethnocentric attitudes people and products 
from a particular cultural circle are unconditionally accepted, whilst preferences for 
so-called foreigners, as well as foreign products, are slighter (Watson & Wright, 2000; 
Shankarmahesh, 2006; Fernández-Ferrín et.al, 2015).

Ethnocentric attitudes of consumers depend largely on the type of prod-
uct (Bhaskaran & Sukumaran, 2007). In the international research conducted by 
Bartosik-Purgat (2011), young European consumers (Poland, the Czech Republic, 
Spain, Portugal, France, Germany, Finland, United Kingdom) were asked to identify 
the countries which they most willingly choose (or would choose) particular prod-
ucts from. Th ese products fell into a number of distinguished categories, i.e. food, 
cosmetics, clothing/footwear, electronic equipment and cars. Table 10.1 presents 
the percentage values of the choices made by young consumers in terms of the 
countries which they would buy the particular types of products from (if they had 
such a possibility).

In the Polish group the results show the highest level of patriotism of young con-
sumers in the case of food products, as 62.3% of young Poles would buy Polish food. 
If they were to choose cosmetics, young Poles would in the fi rst place buy cosmetics 
produced in France. However, recent studies show that Polish women more often 
“turn to” Polish cosmetics, among which the most popular brands are Dr Irena Eris 
or Soraya (Wysocka, 2014). With regard to clothing and footwear Poles would choose 
Italian design, while as far as electronic equipment is concerned they would most 
willingly buy Japanese goods (next German 13.3%). Th e most preferred cars would 
come from Germany (53%) and Japan (25.1%).

In terms of the country of origin of foods, young Czechs prefer national products, 
the second place is held by Italian cuisine (7.1%). In the case of cosmetics, young 
Czechs would prefer to purchase those that come from France. With regard to cloth-
ing and footwear the preferences of young Czech consumers go to the Italian style, 
while in the case of electronic equipment most Czechs (65.7%) indicated Japan as the 
preferred country of origin. When choosing cars coming from diff erent countries, 
the majority of young Czechs expressed the desire to have those manufactured in 
Germany. Th e second place was taken by Czech cars (28.3%).

Th e results obtained in the Spanish group show the highest level of patriotism 
of the surveyed Spanish respondents with regard to food products, because up to 
86.4% of Spaniards would buy Spanish food. Spanish patriotism is also evident when 
it comes to clothing/footwear, while when buying cosmetics most Spaniards would 
opt for French products, but the second place was taken by Spanish beauty products 
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(37.5%). In the case of electronic equipment, young Spaniards, if they had the oppor-
tunity, would choose electronic devices manufactured in Japan (next were Spain – 
12.5% and Germany – 10.9%). German cars were indicated as the most desired, while 
21% of young Spaniards would like to have a Japanese car. 

Taking into account the preferences of the young Portuguese in terms of the 
country of origin it should be emphasised that most of them would buy food prod-
ucts coming from Portugal (86.8%). Th e same consumers decided that if they had to 
choose cosmetics of a diff erent origin they would mostly choose products coming 
from France (54.4%), while with clothing and footwear the young Portuguese would 
“turn to” products from the domestic market. Japan was indicated as the fi rst country 
of choice when selecting electronic equipment, and the country of choice when it 
comes to cars was Germany.

Table 10.1. Preferences of young Europeans in terms of the country of origin of particular 
product categories.*

Products

Con-
sumer’s 
Country

Food Cosmetics Clothes/
Shoes Electronics Cars

Poland
Poland France Italy Japan Germany

62.3 58.6 34.5 71.3 53.0

Czech 
Republic

Czech Republic France Italy Japan Germany
72.7 56.6 29.1 63.7 36.6

Spain
Spain France Spain Japan Germany
86.4 53.3 51.2 61.1 39.6

Portugal
Portugal France Portugal Japan Germany

86.8 54.4 31.3 52.2 57.8

France
France France France Japan France

83.9 71.0 31.2 43.9 46.3

Germany
Germany Germany Italy Japan Germany

63.4 36.8 33.8 45.9 73.7

Finland
Finland France Finland Japan Germany

93.8 40.6 26 40.6 54.2

Great Britain
Great Britain Great Britain Great Britain Japan Germany

55.1 37.7 43.5 42 26.1
* Th e consumers could choose from the following countries: Th e Czech Republic, Denmark, Finland, France, Greece, 
Spain, the Netherlands, Japan, Germany, Portugal, the United States, the United Kingdom, Italy, Poland and other. 

Source: Bartosik-Purgat, 2011.
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83.9% of young Frenchmen indicated that in terms of food they preferred French 
origin. A similar result was obtained in the case of cosmetics, where the largest num-
ber of French respondents pointed to France as the country they should be manu-
factured in. With regard to clothing and footwear once again the largest number of 
them chose France. If they were to choose, the majority of French consumers would 
like to have their electronic equipment produced in Japan, and the next indicated 
country is, once again, France (19.4%). In the case of cars the largest number of young 
French people also pointed to their home country as the preferred one, whereas the 
second place was taken by Germany (35.5%).

In the Finnish group it was reported that young consumers most often purchased 
Finnish food, because as many as 93.8% of people prioritised their home country 
in this category. On the other hand, a great number of Finnish respondents chose 
French cosmetics (40.6%). In terms of clothing and footwear young Finns also most 
often preferred Finland. Next, young Finns considered Japan as the country where 
the most desired electronic equipment is produced and indicated German cars as 
the most wanted ones (54.2%).

When making conscious buying choices when it comes to food in terms of the 
country of origin most young Brits (55.1%) would choose products from the UK. 
However, this is not the same overwhelming majority as noted in the other surveyed 
countries. In the case of cosmetics a signifi cant number of the British respondents 
(37.7%) once again pointed to the domestic market, and a similar situation was 
observed with respect to clothing and footwear from the United Kingdom (43.5%). 
Next, British preferences in terms of the country where electronic equipment is pro-
duced are directed towards Japan, and secondly the United Kingdom (30.4%). With 
respect to buying a car 26.1% of the respondents stated that they would buy a car 
from Germany, with the United Kingdom as a second choice (24.6%).

Based on the above results it can be concluded that the conscious choices of 
young Europeans from diff erent countries, e.g. Poland or the Czech Republic, made 
with respect to the country of origin of particular categories of products, show certain 
patterns, which are also highlighted in the media, for example. When comparing the 
results from Poland and the Czech Republic to the prevailing international stereo-
types regarding diff erent categories of products that originate from specifi c countries 
(the best ones are French cosmetics, German cars, Japanese electronic equipment, 
and Italian footwear and clothing), it can be determined that the researched con-
sumers in both groups are examples of buyers who take into account the so-called 
positive match (type of product – country) presented as the eff ect of the country-
of-origin (Bilkey & Nes, 1982; Chryssochoidis et al., 2007).

In the other cultural groups a much greater ”support” for products manufac-
tured in their home countries was noted. Th e biggest “patriots” turned out to be 
young French people, as in almost all the surveyed product categories (except for 
electronic equipment) they showed a preference towards domestic products. When 
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analysing the obtained results, in terms of the criterion of the degree of development 
of the countries where the young consumers come from, it can be observed that 
there is a relationship as discussed earlier in this chapter. Th e respondents coming 
from more developed countries (France, United Kingdom, Germany, Finland, Spain 
and Portugal) more strongly support domestic production; even if they primarily 
indicated a market of origin diff erent than their domestic one, the second place 
was usually taken by their own country. In other words, the higher the degree of 
the country’s development the greater the support for domestic products and the 
greater the emphasis on national identity (Bartosik-Purgat, 2011). Th ese results are 
a further confi rmation of the conclusions presented earlier and also those formed 
by other authors based on various research projects (Balabanis et al. 2001; Kaynak 
et al., 2000; Elliott, 2006).

On the other hand, when considering the issue in terms of the product category, 
it needs to be emphasised that in all the researched groups (with a very signifi cant 
majority of responses) a willingness to purchase national foods was expressed. Similar 
results in terms of food – a lack of the eff ect of the country-of-origin – were obtained 
in the studies conducted by Beverland and Lindgreen (in: Bhaskaran & Sukumaran, 
2007). As far as cosmetics are concerned, in many countries the ones coming from 
France would be most willingly purchased. In terms of electronic equipment the 
respondents favoured Japanese solutions, whereas German cars were preferred in 
multiple groups. An interesting case is the product group of clothing and footwear, 
as most respondents (except for Poland, the Czech Republic and Germany) chose 
the “national” origin of these goods. With regard to the categories of cosmetics, elec-
tronic equipment and cars the greatest similarities were observed in the responses 
of young Europeans in all the researched countries. Th e greatest diff erentiation was 
noticed in food as well as clothing and footwear.

Th e above examples of studies may indicate the occurrence of features of the 
divergent process. Th e factors currently occurring and infl uencing its develop-
ment are:

– strong attachment to national identity – many societies regardless of the 
circumstances show an unusually strong attachment to their own nation and 
culture. Th ey pay particular attention to cultivating traditions and highlight-
ing national elements. In schools and the media the identity of and attach-
ment to the country and the region are emphasised. Sometimes regulations 
preventing foreign words from penetrating the mother tongue are intro-
duced. Examples of European countries where special attention is paid to 
national identity are France and Spain;

– ethnocentrism – this factor is related to the phenomenon of consumer eth-
nocentrism, i.e. consistently promoting the purchase of domestic products 
rather than foreign ones in order to support the country’s own economy, 
maintain national employment and emphasise economic independence;
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– the fi nancial market crisis – the fi nancial crisis having its origin in 2007-
2009 certainly contributed to the deepening of divergence movements which 
aim at closing societies and intensifying ethnocentric behaviour. Th e popu-
lation in particular European countries began to care more about employ-
ment because of the diminishing number of workplaces, as in many European 
countries a very high level of unemployment can be observed (Choudhry 
et. Al., 2012; Gradin et al., 2015; Dieckhoff  & Gash, 2015 ). Th is causes an 
increase of aversion among the local population to immigrants, who typi-
cally have less attractive and less paid jobs. As a result, changes in regula-
tions restricting residence and work permits among non-citizens of particular 
countries have been introduced;

– political problems, armed confl icts – the infl ux of refugees from countries 
aff ected by armed confl icts (mainly from North African countries), which 
occurred in Europe in the second half of 2015, caused a deepening of 
nationalist views and societies being closed to accepting a substantial num-
ber of culturally diff erent people. Th is situation can lead to an even greater 
manifestation of cultural diff erences in countries and among European 
consumers;

– more and more noticeable diff erences between regions in some countries – 
the confl icts that occur between communities forming diff erent regions in 
some European countries make Europe more diversifi ed than homogeneous. 
Th is is also related to the consumer behaviour of the inhabitants of particular 
European regions (Minkov & Hofstede, 2014). Reisinger and Crotts (2010) 
even pointed out that the diff erences in the behaviour between nations are 
smaller than those within these nations. An example of such a situation is 
Spain, where at least two regions strive for regional sovereignty and discon-
necting from the rest of the country. In Catalonia, one of these regions, 
a referendum was held in 2014 (albeit informally), where the vast majority of 
Catalans were in favour of seceding the region from the rest of Spain (Pérez 
& Ríos, 2014, 10 November).

Th e above determinants are often a basis for the conclusion that it is not possi-
ble for all members of European societies to become consumers who have the same 
needs, motivations, attitudes or values resulting from being a member of a particu-
lar culture (cultural circle). According to many scientists there are more areas that 
divide nations and countries which make up the common European market than 
areas that are shared. Th is situation, due to the diffi  cult political and economic con-
ditions in today’s world, will certainly not change signifi cantly in the near future. 
Critics of the globalisation and unifi cation of the lifestyles of societies claim that 
“McLuhan’s prophecy that the world will become a global village is big nonsense; 
the world will be a network of Asterix’s villages, interconnected by the means of the 
Internet, television and airlines” (Rojek, 2007).
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10.5. Conclusions

A dynamic approach to national culture and its infl uence on the behaviour of indi-
viduals induces both diff erences and similarities in the European markets. On the 
one hand, the cultural background and core values of European nations determine 
the diff erences in the behaviours of Europeans. On the other hand, globalisation 
and convergence processes contribute to acquiring the characteristics of other cul-
tures and assimilating certain behaviours and lifestyles. It turns out, however, that 
despite many eff orts to unify standards, the heterogeneity of Europe in terms of 
cultural characteristics and consumer behaviours becomes more noticeable. Th e rea-
son lies in the diff erent climatic, historical and religious conditions of the cultures 
that inhabit the area. Usunier and Lee (2005) also emphasise that divergence and 
convergence exist simultaneously at diff erent levels. Th e process of cultural conver-
gence (homogenisation of cultural values and consumer behaviours) is observed at 
the macro level (international level), while the process of cultural divergence (het-
erogenisation of cultural values and consumer behaviours) occurs at the micro level 
(regional or local).

In conclusion, it needs to be stated that now we have to deal simultaneously 
with two intensifying phenomena, namely the unifi cation and diversifi cation in the 
areas of consumption, the consumer and culture. In the European market two major 
trends in consumer behaviour are constantly observed. Th ey include, on the one 
hand, “universal assimilation”, a manifested in the homogenisation of tastes, affi  nities, 
preferences or similarity of lifestyles (a close relationship with globalisation and mass 
consumption), and on the other hand, “universal diff erentiation”, based on demon-
strating the cultural diff erences, national identities and emphasising the individuality 
of countries and nations (close relationship with individualised consumption). In the 
literature there is also a term describing this situation, i.e. so-called selective adap-
tation, which consists in accepting only some of the patterns or models of behav-
iour of the “global culture”, while other values are specifi c to domestic nationalities 
(Ehrnrooth & Grönroos, 2013). Ladhari et al. (2015) demonstrate how national and 
global cultures can coexist, which is a hybridisation involving a compromise between 
the local and “global” values.

Summing up, based on the above analysis on convergence and divergence, i.e. 
processes taking place both in the economy and culture, it can be concluded that 
the “current” European consumer is global and local at the same time. On the one 
hand, he is subject to the infl uence of market globalisation in order to be an “active 
individual” in the sphere of modern culture, whereas on the other hand, he is try-
ing to emphasise his cultural distinctiveness stemming from his roots. Globalisation 
is neither just homogenisation nor just diversifi cation. Th ese are two sides to the 
same coin, which together lead to the creation of a new quality, and perhaps in 
the future constructing a new, internally diff erentiated, world social order. A similar 
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compromise has been named in the literature the “theory of the centre” or the “cross-
vergence theory” (Figure 10.1) (Ladhari et al., 2015), which proposes the interdepen-
dence and integration of societies and economies by allowing the growth of a new 
and unique pattern of values, which is diff erent from the systems of “coexisting/
cohabiting” cultures (Wong et al., 2008).
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11.1. Introduction

Europeanisation has been a very infl uential concept in social sciences, and in stud-
ies on European integration in particular. Still, for many years the Europeanisation 
lens has been used to analyse and describe the world of “big politics”, as well as the 
impact of the European integration process on the various aspects of the internal 
and national policies of Member States (Börzel, 2003). Still, as Wach (2014) rightly 
points out, Europeanisation is a much more powerful and inclusive concept, which 
can be used and applied in social science research not only at the macro level, but 
also at the meso- and microeconomic level of the analysis. Th is paper shares this 
view by using Europeanisation to study the microeconomic impact of the European 
Union (EU) migration policies on the labour migrants in a selected Member State, 
namely in Germany. 

Th e Europeanisation of Labour Migration is an aim that is present in the 
European Commission from the very foundations of the European Union. Th e crea-
tion of the single European Labour Market (including the free movement of labour) 
lies at the core of the European integration project, and thus a common migration 
policy of the EU and improved labour market movement across Member States are 
the key elements in the European Commission (EC) agenda (Galgóczi, Leschke & 
Watt, 2011). Current demographic challenges and the refugee crisis due to the Syrian 
domestic war in particular, demonstrate that the individual policies developed by 

1 Th is publication received fi nancial support from the resources granted to the Faculty of Eco-
nomics and International Relations of the Cracow University of Economics as part of the subsidy for 
the maintenance of the research potential.
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countries invaded by asylum-seekers are not eff ective and that a common suprana-
tional approach to both politically-driven and economic migration is needed. 

However, apart from the “big politics” of Europeanisation there is the reality of 
the migrant themselves. Th e EU regulatory framework, which facilitates the trans-
mission of skills (e.g. the Bologna Process) and the mobility of labour across bor-
ders of the Member States, is being implemented – but are the migrants positively 
aff ected by it? Th is chapter aims to answer this provocative question, based on a case 
study on the population of immigrants in Germany. Germany, apart from being the 
main EU economy, has been a key destination for migrants both from the EU and 
third countries (mostly from Turkey, the Balkans and the MENA region). Th e recent 
decision of Chancellor Angela Merkel, who announced willingness to accept asylum-
seekers arriving from Syria to EU territory in 2015, shows that this Member State 
is quite confi dent to take on new challenges in terms of new immigration, such as 
successful integration of the newcomers in the German labour market. 

Germany is also an interesting playground for the economic analysis of migrant 
behaviour, as it off ers rich data on the immigrant population. Th is empirical study is 
based on the German Socio-Economic Panel (GSOEP), a representative panel house-
hold survey. Th e most recent round of the survey was carried out in 2013 and was 
readjusted to include new immigrant groups in Germany, mostly foreigners from 
the New Member States of the EU, such as Poles or Romanians (Brücker et al., 
2014). Based on this dataset, the paper aims to investigate how the Europeanisation 
processes in the EU, and the Europeanisation of the EU labour market policies in 
particular, aff ect the behaviour of immigrants in Germany.

Th e structure of this chapter is as follows. In section two the basic facts about 
immigration into Germany are presented, giving a historic outline of the migration 
movements before and after 2004. Th en the aim of the study is described, a review of 
the relevant literature to back up the research hypotheses is given, and the methods 
used for the study are presented. In section four the GSOEP dataset is discussed, 
using the data to present the most typical patterns of foreign labour mobility. Section 
fi ve contains an empirical analysis, and the sixth section concludes the paper and 
gives some suggestions for further research on this topic. 

11.2. Immigration in Germany: Historical Outline

Historically, the German challenges with massive immigration of foreign workers 
have started in the 1950s. At that time, the national economy was already quickly 
recovering from the war damages, and the shortages in the national labour market 
had become substantial. Th erefore, the growing demand for labour had to be satisfi ed 
by the import of foreign workers. Still, the assumption of the German government 
was that this increased demand for labour is only temporary, and thus the migration 
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should be provisional and impermanent as well. Consequently, a guest-worker 
(Gastarbeiter) scheme of migration was established. Th e German government fi rst 
signed agreements with South European countries such as Italy (1955), Greece and 
Spain (both in 1960), and fi nally Portugal (1964), which were the traditional suppliers 
of workers for the fast-developing German industry in the second half of the 19th 
century and before World War I. However, as the supply from these sources was not 
big enough to meet the demand, soon other more “exotic” countries joined, including 
Turkey (1961), Morocco (1963), Tunisia (1964) and Yugoslavia (1968, cf. Castles & 
Miller, 2009). All the traditional and new labour exporting countries who joined the 
guest-worker scheme shared the belief of the German government, i.e. that this migra-
tion would be temporary. Most of the workers signed contracts for one year up to 
a maximum of a couple of years and were expected to return to their home countries. 
Th is way, all the parties involved would benefi t from such a process: fi rst Germany, 
who would fi ll the shortages in the labour market without the need to implement 
a costly integration policy, then the home countries who would benefi t from remit-
tances and human capital transfers of the returnees, and fi nally the migrants them-
selves, who would be able to get much higher earnings and accumulate some savings. 

Th e guest-worker system seemed to be working effi  ciently, as with the fi rst reces-
sion in 1967 many migrants decided to return to their home countries. However, in 
1973 when the global economy was hit by the Yom Kippur war and the subsequent 
oil crisis, the situation changed. Th e SPD-FPD government in Germany announced 
a halt to the guest-workers scheme, which had in fact an adverse eff ect on the return 
of migration. In 1967 many foreign workers left Germany believing that they might 
be allowed to migrate again when the economic situation improves (Hansen, 2003). 
After 1973, returning to Turkey, Tunisia or Morocco, countries which also off ered 
very limited chances of employment for the returnees in that period, meant dis-
carding the possibility to get back to Western European countries in the future. 
Consequently, most of the guest-workers who were in Germany in 1973, decided to 
stay. Th ey were additionally lured by the socio-economic conditions and living stan-
dards in Germany. Th e national trade unions feared that immigrants would create an 
increased competition in the labour market, which would drive the wage level down. 
Th us, the government introduced measures which equalised the working conditions 
and rights of the immigrants with those of Germans. Th erefore, even after losing 
a job, immigrants still maintained the right to apply for generous benefi ts from the 
German welfare state. Moreover, a new immigration wave started, as the guest-
workers commenced to bring their relatives to the country, taking advantage of the 
family reunion principle. Th e German government was still trying to react by deny-
ing guest-workers an extension of their stay permits, but the national and supreme 
courts discarded those decisions as non-constitutional (Joppke, 1999). 

Th us, Germany ended up with considerable numbers of immigrants: the foreign 
resident population grew from 0.7 million in 1961 to 4.6 million in 1981 and 7.1 
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million in 1995 (Castles & Miller, 2009). Still, the German authorities tried to neglect 
the problem. Even in the 1990s the public discourse on immigration was dominated 
by the statement that “Germany is not an immigration country”2. Th is approach led 
to profound implications for integration policies, or in fact – the lack of such poli-
cies put in practice. Th e most pronounced problem of integration was associated 
with immigrants from Turkey who were identifi ed as the immigrant group with the 
highest risk of unemployment and the lowest probability of transition from unem-
ployment to employment (Uhlendorff  & Zimmermann, 2006). 

Th e problems with integration were reinforced by the new immigration wave in 
the late 1980s and early 1990s, which was fuelled by two sources: the relative open-
ness of Germany to politically-driven migrants (including asylum-seekers) from the 
former Eastern Bloc, Afghanistan and former Yugoslavia, and the attraction of the so-
called ethnic Germans (Spätaussiedler) from Russia and Romania after the German 
reunifi cation (1990). From the very beginning of their settlement, all these migrant 
groups were at a higher risk of socio-economic marginalisation due to relatively 
small human and fi nancial capital endowments (Castles & Miller, 2009). However, 
the new immigration-friendly phase of the German economy was soon stopped. Th e 
symbolic “closing” and transition to the old-new restrictive immigration policies was 
11 September 2001. Th e leaders of the terrorist group who attacked the WTC tow-
ers and the Pentagon headquarters were members of the “Hamburg cell”, based in 
the Al-Quds Mosque in Hamburg, as well as students at the local university. Soon 
migration was associated with security challenges and the German government was 
sceptical in admitting new entrants, with some exclusions given to highly-skilled 
specialists – for instance the Green Card programme proposed by the Gerhard 
Schroeder government in 2000, which aimed at attracting 20 thousand IT workers 
from abroad3 (Kolb, 2005).

Th e new enlargement of the European Union in 2004 did not change much 
in terms of the approach to migration in Germany. Th e country was an impor-
tant destination country, but mostly for temporary migration, which is refl ected in 
migration statistics: the yearly infl ow of foreign workers in the 2005-2007 period 
was approximately 700 thousand persons, while the outfl ow was almost at the same 
level (approximately 630 thousand, see Figure 11.1). In fact, Germany was one of the 

2 Th is quote is well known thanks to the German PM Helmut Kohl, who mentioned it  during 
his Bundestag speech on 30 January 1991 (“Die Bundesrepublik Deutschland ist kein Einwander-
ungsland”).

3 Actually, this programme turned out to be less successful than expected – until July 2003 ap-
proximately 15 thousand cards have been issued, i.e. less than 5 thousand compared to the desired 
quota. Th is failure can be explained by both a regression in the ICT sector in the years 2002-2003 and 
the unattractive working conditions. Th e Green Card aimed mostly at attracting immigrants from 
CEE countries, while in the end this group accounted for less than 35% of the total immigrants re-
cruited (Kolb 2003).
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few Member States that applied temporary restrictions to their labour market (the 
so-called 2+3+2 principle) until the maximum period of extension, i.e. 2011. Th is 
decision drove an intensive migration wave from new Member States from CEE 
countries (the so-called A8 countries) from the traditional destination (Germany) to 
mostly UK and Ireland, who opened their national labour markets on 1 May 2004 
(Galgóczi, Leschke & Watt, 2011). 

However, some workers from the A8 countries have immigrated to Germany, 
either working illegally in the black market, or by taking advantage of the free ser-
vices principle. Th is second option was used mostly by workers from construction 
sectors, who created their own enterprises to work in Germany in the 2004-2011 
period. Th at is the reason why in spite of restrictions and the economic recession 
in the euro zone the infl ow of A8+24 workers in this period remained substantial5: 
approximately 250 thousand persons in the years 2007-2009 (see Figure 11.2). After 
2009 the situation changed: the economic situation of Germany was so favourable 
that more migrants were allowed to come: in 2010 almost 800 thousand persons, 
with a visibly positive net migration (approximately 130 thousand persons). In 2011, 
when the restrictions for the A8 citizens were lifted, the magnitude of immigrant 

4 Th e A8 +2 countries are the countries that were admitted to the EU in 2004, including 8 coun-
tries from CEE (Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia and Slovenia) 
+ Cyprus and Malta.

5 It is important to mention that many of those individuals worked in sectors that were not hit by 
the crisis, including domestic and care services.

Figure 11.1. Migration fl ows to and from Germany.

Source: Statistisches Bundesamt, Wiesbaden 2015.
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fl ows increased to 960 thousand (and 408 thousand persons from A8+2 countries), 
to reach almost 1.5 million in 2014 (and 580 thousand from A8+2, see Figure 11.1 
and Figure 11.2). Th erefore, the new immigrants, including immigrants from CEE 
countries, have become an important and visible group in the German economy.

11.3. Materials and Methods

Th e main goal of this empirical chapter is to investigate the impact of Europeanisation 
on a micro level based on selected countries. In particular, the impact of the EU labour 
market policies on the behaviour of immigrants is analysed based on the German 
example, which – as has been demonstrated in the previous section – is an important 
destination country both for foreign workers from third countries and for citizens 
of the EU. Th is heterogeneity of the immigrant population allows for comparisons 
between the groups of immigrants who are not aff ected by the Europeanisation pro-
cess (third country nationals, i.e. immigrants from outside the EU) and those who are 
aff ected by this process to a greater (the citizens of the “old” Member States coming 
from EU15 countries) and lesser extent (the citizens from the A8+2 countries). Th e 
study aims at investigating the impact of Europeanisation on three distinct aspects 
of migrant behaviour: cross-border movement propensity, economic integration and 

Figure 11.2. Migration fl ows from A8+2 countries to and from Germany. 

Source: Statistisches Bundesamt, Wiesbaden 2015.
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the propensity for conducting transnational activities. In the following section, the 
most relevant theoretical literature on that topic is reviewed in order to formulate 
the research hypotheses.

In the context of EU labour market effi  ciency often the US case has been pre-
sented as an ideal to follow. Migration within the EU and intra-European mobility 
have been promoted by the EC since the early 1990s. Europeans still remain immo-
bile to a large extent, as, on average, each year less than 1% of the active labour 
population is engaged in international migration, while for instance 3% of Americans 
migrate between various states of the US (Verwiebe, Wiesböck & Teitzer, 2014). 
Th us, the propensity of Europeans to engage in multiple migration episodes is of 
a high political relevance. Still, the theoretical approaches to international migration 
do not provide a clear answer regarding the factors that contribute to the higher inci-
dence of migration experiences. Th e most popular concept – the neoclassical theory 
of migration – leaves little possibilities for subsequent migration. In this approach, 
migration is an investment decision taken by the rational agent, who is estimat-
ing the costs and benefi ts of international movement. Th us, additional migration is 
possible only in the case of failed migration, when the fi rst migration spell was less 
profi table than expected and/or the migrant did not succeed in integrating in the 
labour market of destination (De Haas, 2010). Still, the extension of the neoclas-
sical theory proposed by Lee (1966) gives a fi rst indication of the potential factor 
that can contribute to enhanced mobility. While presenting his push-pull model of 
international migration, Lee also introduced the concept of “intervening factors” that 
might infl uence migration decisions. Among those intervening factors are obviously 
the administrative and political constraints to international migration. In the case 
of the citizens of the EU, the lack of such barriers in geographical mobility should 
– other factors held constant – increase the willingness to engage in more than one 
migration episode. Moreover, the longer the individual can take advantage of the free 
mobility principle, the bigger should be the propensity to migrate more than once in 
a lifetime. Consequently, the following hypothesis is formulated:

Hypothesis 1: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on the incidence of additional migration experience.

A successful economic integration of immigrants is one of the major concerns 
of the destination countries. From the policy perspective the most desired situation 
is when immigrants are fully employed or create their own business, therefore con-
tributing to the fi scal systems in the host economy and fi lling the shortages in the 
national labour markets. Existing studies suggest that economic integration depends 
on the level of human capital endowment of the newcomers, the conditions of entry 
(with the irregular migrants and refugees being at a higher risk of marginalisation), 
the cultural diff erence/proximity between the migrants and the receiving society 
(with particular emphasis on the profi ciency in the host country language) and the 
support of the co-ethnic population (the existence of an enclave economy increases 
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the likelihood of employment, cf. Algan et al., 2010; Fleischmann & Dronkers, 2007). 
In the case of the EU, workers from Member States should be in a more privileged 
position than other migrants for a number of reasons. First, EU regulations facilitate 
the transfer of skills and diploma recognition. Second, due to the harmonisation of 
EU regulations, immigrants from Member States are more familiar with the admin-
istrative environment, which resembles the bureaucratic system in their home coun-
tries. Th e third and most obvious reason is that immigrants from Member States are 
citizens of the EU, and thus their residence status is more secure than in the case of 
third country nationals. Th erefore, the second hypothesis is formulated:

Hypothesis 2: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on the economic integration in Germany.

Th e immigrant transnationalism has attracted the attention of researchers and 
policy-makers in the early 1990s. Th e transnational paradigm sees the immigrants 
as the agents of change, and the active part of the integration process in the host 
country (as opposed to the traditional vision of immigrants as a passive object of the 
assimilation process). Moreover, according to this view, the choice between the iden-
tities of the home and host country must not be mutually exclusive: the migrants can 
maintain important linkages and activities in the country of origin (Schiller, Basch, & 
Blanc, 1995). Consequently, transmigrants are those migrants who conduct their cul-
tural, social, political or business activity both in the host and home country (Portes, 
Guarnizo, & Landolt, 1999). Empirical studies on immigrant transnationalism demon-
strate that this phenomenon is more than a scientifi c curiosity and a substantial share 
of immigrants in many developed countries are involved in transnational practices. 
Moreover, the propensity for transnational activity was positively related to immigrant 
education and wealth, suggesting that the most valuable individuals might be involved 
in this process (Portes, Guarnizo, & Haller, 2002; Guarnizo, Portes, & Haller, 2003). 
Such fi ndings resulted in an enthusiastic reception of the sending countries, which 
started to develop diaspora policies aimed at encouraging transnational involvement 
of diaspora members. Still, some researchers remain sceptical of the transnational 
paradigm, pointing at the political environment both in the source and origin coun-
tries as the main factor which can promote but also hamper transnational activities 
(Waldinger & Fitzgerald, 2004). In the case of this study, the German government 
might be interested in transnational activities of immigrants in EU-countries, but 
not necessarily in third countries. Consequently, the third hypothesis is formulated:

Hypothesis 3: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on their propensity for transnational practices.

In order to test the hypotheses, an empirical analysis based on the quantitative 
approach is carried out. Econometric methods are used to run a series of regressions 
to investigate the determinants of cross-border movement propensity, economic 
integration and the propensity for conducting transnational activities. Th e estimation 
techniques are described in detail in the empirical section below. Th e choice of 
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the typology of countries that are used as independent variables in the estimation 
equations was motivated mostly by the history of migration to Germany. Th erefore, 
the countries are classifi ed in 5 main categories, namely immigrants from Turkey, 
ex-Yugoslavia, Russia and Kazakhstan, the EU-15 and the New Member countries 
from Central and Eastern Europe (CEE A7+2). Th e last group includes the Czech 
Republic, Estonia, Hungary, Latvia, Lithuania, Poland and Slovakia (A7 countries 
who joined in 2004), Bulgaria and Romania (who joined in 2007) while Slovenia – 
even being a Member State of the EU – is included in the ex-Yugoslavia group.

11.4. Data-Set Description

Th e German Socio-Economic Panel is one of the largest household surveys in 
Germany and Europe. Started in 1984, it also covers the immigrant households. Th e 
peculiar characteristics and extensive questionnaire (which includes questions on 
labour market performance, education and vocational training) makes the GSOEP 
a unique source of information on immigrant economic integration and immigrant 
economic activities in the EU. However, until recently this data-set suff ered from 
a serious limitation. Th e panel started in 1984 and refl ected the structure of immi-
grants before 1995, which means that in the 2000s it oversampled the guest work-
ers from Turkey and ex-Yugoslavia as well as the ethnic Germans from Russia and 
Kazakhstan, while the new migrants from Central and Eastern European countries 
were under-represented. In 2013 a new wave of the GSOEP started – the sample (the 
so-called IAB-SOEP Migration Sample – Sample M) was expanded and weighted in 
such a way that it is representative for the entire immigrant population in Germany 
(Brücker et al., 2014). As this sample is used to carry out the empirical analysis in 
this chapter, the data-set needs a brief description. 

Th e full M sample of the GSOEP includes 4964 immigrants. However, a substan-
tial proportion of the respondents are the representatives of the second and even 
third generation of immigrants, who are already born in Germany. Th us, the sample 
has been restricted to include only foreign-born persons, which reduced the num-
ber of observations to 3703 cases. Th e immigrants from A7+2 countries constitute 
approximately 20% of the sample, while the immigrants from the EU15 – approxi-
mately 10% (see Table 11.1).

Th e sample is slightly feminised, as women account for 53.8% of all the respon-
dents. However, the sex ratio is highly heterogeneous across the various ethnic groups: 
men constitute the majority of immigrants from Turkey and the EU15. Most of the 
immigrants are married and are middle-aged, and the inter-group diff erence between 
the mean of age is small. Th e most prominent diff erences are visible in education 
attainment – the largest share of tertiary-educated migrants is in the case of the EU-15, 
while the smallest in the case of Turkish workers. On average, Turkish immigrants 
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have the longest residence experience in Germany, while the A7+2 immigrants – the 
shortest. However, in the model that takes into consideration the length of stay in 
Germany, the sample size is somewhat smaller due to data availability (3532 cases).

11.5. Empirical Analysis

In the following section, the results of the regression analysis are presented. 
Th ree dependent variables are included, which account for three components of 
Europeanisation at the microeconomic level: additional migration propensity, eco-
nomic integration and propensity for conducting transnational activities.

Determinants of additional migration propensity

Th e dependent variable in this model is the additional migration episode (other_
migex), which is binary. Yet, as only 599 migrants out of 3703 reported such expe-
rience, the usage of the typical probit/logit models might produce biased results. 
In such situations, the application of the penalised likelihood method is suggested 
(i.e. Firth method, cf. Firth 1993), as it enables to reduce the rarity of events and 
small-sample bias and to compute consistent estimates (Allison 2012). However, the 
usage of the Firth method in the STATA statistical package does not produce the R 
squared (i.e. coeffi  cient of determination). Consequently, the R squared is calculated 
by applying the Tjur’s (2009) method (see Table 11.2).

Table 11.1. Descriptive statistics.

Variables Countries of origin

 
All 

immigrants Turkey ex-Yugo-
slavia

Russia&
Kazakhstan

CEE – 
A7+2 EU15

N. obs. 3703 403 157 988 729 364
Sex (male=%) 46.2 52.4 54.8 44.7 40.2 51.1
Age (years) 39.6 40.1 40.5 41.3 37.7 41
Married (%) 70.3 80.2 79.6 70.1 67.5 64.8
No. of children 0.6 0.7 0.5 0.7 0.6 0.4
Immigrated before 1995 (%) 14 36 25.5 3.3 10.8 22
Graduated at university 
in Germany (%) 3.6 1.5 1.3 2.1 5.2 5.5

Graduated at university 
in home country (%) 11.1 2.5 5.1 8.8 12.9 18.7

Years of German residence 14.3 19.7 17.1 13.4 11.2 16.4
Source: own elaboration.
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Table 11.2. Results of the Firth corrected binomial logit regression on additional migration 
propensity.

  1 2 3 4
Coef Se Coef Se Coef Se Coef Se

Male -0.167* 0.090 -0.150 0.092 -0.146 0.092 -0.110 0.104
Age -0.015*** 0.004 -0.017*** 0.004 -0.017*** 0.004 -0.025*** 0.005
Married -0.266** 0.103 -0.215** 0.105 -0.217** 0.105 -0.309*** 0.118
Children -0.069 0.044 -0.038 0.044 -0.041 0.045 -0.049 0.052
imig_before1995 -0.336** 0.141 -0.462*** 0.148 -0.460*** 0.148
ceeA7+2_countries -0.311** 0.128 -0.380** 0.149
Turkey -1.112*** 0.211 -1.144*** 0.210 -0.681*** 0.231
ex-Yugoslavia -0.234 0.204 -0.202 0.203 -0.623*** 0.221
Russia & Kazakh-
stan -0.920*** 0.133 -0.952*** 0.131 -0.730*** 0.149

EU15 -0.505*** 0.139 -0.472*** 0.138 -0.512*** 0.165
Poland -0.433*** 0.163
Romania -0.453** 0.186
Years of German 
residence -0.068*** 0.008

Cons -2.056*** 0.159 -1.884*** 0.173 -1.845*** 0.172 -1.620*** 0.207
Tjur’s R2 -0.053 -0.31 -0.32 -0.44
N.obs -3703 3703 3703 3532

note: *** p<0.01, ** p<0.05, * p<0.1
Source: own computations.

Th e fi rst column in Table 11.2 (1) includes the basic specifi cation of the model: 
the older male immigrants tend to show a higher likelihood of additional migration 
experience. On the other hand, married individuals and those who have entered 
Germany before 1995 are less likely to have additional migration episodes. Th e sec-
ond estimation of the model (2) introduces the dummies for the country of origin. 
Th e results are in line with the expectations: the individuals born in EU15 countries 
are much more likely to exhibit additional migration experience, while the Turkish 
immigrants and individuals born in Russia and Kazakhstan (most of them belonging 
to the Spätaussiedler6 category) are on average unlikely to have additional  migration 

6 Th e GSOEP questionnaire includes questions on the reason for entry, however the Spätauss-
iedler includes not only persons who indicated German ethnic origin as the reason for entry, but also 
their family members, who entered the country by family reunifi cation. Th e second group is more dif-
fi cult to identify, thus only the variables for the countries of birth were used in the fi nal specifi cations.
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experience. Surprisingly, this eff ect is also visible in the case of the CEE A7+2 immi-
grants, but it has a smaller magnitude than in the case of the guest workers and 
Spätaussiedlers. Th e third specifi cation (3) includes the two main countries of the 
CEE region – Poland and Romania – instead of the full CEE A7+2 group, to check 
for possible diff erences between those countries. However, the results show that this 
negative eff ect is almost of the same magnitude in the case of those two countries, 
and it is signifi cant. Th e fi nal specifi cation (4) adds information on the years of 
German residence (instead of dummy arrival before 1995) – the signs and signifi -
cance of the parameters remain almost unchanged with one notable exception – the 
binary variable for ex-Yugoslavian origin becomes highly signifi cant and positive. 
Th is can be attributed to the fact that, on average, the Balkan region is characterised 
by an intense mobility of its population, and during the cold war period the migration 
to Western Europe was not as restricted as in the case of CEE countries. Still, this 
result has to be treated with some reservation, as the fourth specifi cation includes 
a smaller number of observations. 

Determinants of economic integration

In order to investigate which factors aff ect the process of the economic integra-
tion of immigrants in Germany, three dependent variables have been used: fi rst, the 
dummy for full-time employment; second, the dummy for obtaining a fair income; 
and third, the continuous variable – log of monthly income. Th ose measures are 
complimentary, as from the perspective of the host country the employment status 
of immigrants is the most desired outcome, while a higher level of income prevents 
socio-economic marginalisation, and aff ects other aspects of integration (cultural, 
political etc., cf. Brzozowski&Pędziwiatr 2014). Th e fi rst and the second equation are 
estimated with the probit model and the third one – as there are some individuals 
with income equal to zero – with the Tobit model (Table 11.3).

Th e probability of full-time employment (model 1) depends on the gender of 
the immigrant (males are more likely to be employed), and rises with age and mari-
tal status, while it falls with the number of children. Human capital is an impor-
tant factor: the health condition, profi ciency in the German language and tertiary 
education in the home country increase the likelihood of full-time employment. 
Surprisingly, tertiary education acquired in Germany is not a signifi cant factor 
in this regard. A refugee status at the moment of entry decreases the chances of 
being full-time employed, which confi rms the well-known problems with the eco-
nomic integration of refugees. On the other hand, former work experience in the 
home country increases the probability of employment in Germany. After control-
ling for all of these characteristics, the immigrants from the CEE A7+2 countries 
are the most likely to be full-time employed, followed by the individuals coming 
from Russia and Kazakhstan and then from the EU15. Th ese results remain almost 
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unchanged when the variable of immigration before 1995 is substituted by the years 
of German residence (1a). 

Fair income is a more subjective measure of economic integration, which depends 
on the self-assessment of each immigrant. Th e probability of receiving a fair income 
(model 2) is higher in the case of males and decreases with the number of children, 
while the marital status and the age of individuals are not signifi cant. Human capital 
matters for the fair income probability, but it works in a slightly diff erent direction 
than in the case of full-time employment: higher education in Germany is much 
more important (and the profi ciency in the German language), while the education 
in the home country is not signifi cant. Once again, migrants who have entered as 
refugees are more exposed to the risk of not obtaining a fair income, other factors 
held constant. Th e former work experience in the home country positively aff ects 
the likelihood of obtaining a fair income. Finally, the immigrants from the CEE A7+2 
and the EU15 are more likely to have a fair income, contrary to the immigrants from 
Turkey. Moreover, the parameter for EU15 immigrants is higher than in the case of 
CEE A7+2 immigrants, but the diff erence is very small. 

Th e last measure of economic integration is the logarithm of monthly income. 
As it is a continuous variable, but with a high proportion of individuals reporting 
no income, the Tobit model has been used to estimate this equation (model 3). 
Surprisingly, male immigrants on average have a smaller income than females and 
this eff ect is highly signifi cant (at p<0.01). Out of the three measures of human 
capital, only German language profi ciency and the health condition turned out to 
be signifi cant. Several control dummy variables have been used to account for those 
immigrants who are employed full-time, who work overtime and a continuous vari-
able indicating the percentage of foreign workers in the work place (a proxy for the 
enclave eff ect, i.e. the situation when a migrant works in an ethnic district/enterprise 
and relies on co-ethnic contact in pursuing economic activities in Germany). All of 
them turned out to be signifi cant and the signs are positive, according to expecta-
tions. Still, the most important were the dummies for country of origin: once again, 
the immigrants from the CEE A7+2 countries and from the EU15 were the ones to 
receive a higher income compared to other ethnic groups (ceteris paribus) and the 
eff ect between the New and Old Member State migrants is minor. Surprisingly, the 
length of German residence had no impact on the income of immigrants.

Determinants of economic integration

Th e dependent variable which is adopted as a proxy for the transnational propensity 
of individuals is the number of visits in the home country in the last 2 years. Th is 
variable is continuous, but restricted at a lower end, as many migrants reported no 
visits to their countries of origin. Th erefore, this equation has been estimated with 
the Tobit regression (Table 11.4).
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Table 11.4. Results of the Tobit regression on the number of visits at home in the last 2 years 
(proxy for transnationalism propensity).

  1 2
Coef Se Coef Se

Male -0.210 0.260 -0.019 0.270
Age -0.002 0.012 -0.018 0.015
Married -0.515* 0.307 -0.363 0.311
Children -0.191 0.122 -0.172 0.121
Years of German residence -0.081*** 0.017 -0.182*** 0.049
ceeA7+2_countries -4.310*** 0.364 -4.726*** 0.418
Turkey -1.413*** 0.453 -0.946* 0.495
ex-Yugoslavia -3.203*** 0.626 -3.196*** 0.626
Russia & Kazakhstan -3.273*** 0.377 -2.570*** 0.412
EU15 -5.077*** 0.462 -5.059*** 0.493
Years of German residence ^2 -0.003** 0.001
health_condition -1.864*** 0.546
income_log -0.180*** 0.041
univ_germany -1.363** 0.684
univ_home -1.598*** 0.423
ger_skill_now -0.175 0.136
other_migexp -0.192 0.391
occupstat_improved -0.078 0.302
Christian -0.689** 0.324
Muslim -0.994** 0.434
_cons -1.131** 0.515 -3.793*** 1.025
/sigma -6.837*** 0.110 -6.745*** 0.108
R2 -0.035 -0.04
N.obs. 3532   3456  

note: *** p<0.01, ** p<0.05, * p<0.1
Source: own computations.

Th e basic specifi cation (model 1) includes only personal characteristics and dum-
mies for the country of origin. Out of these, only the marital status is signifi cant. Th e 
length of German residence has a negative and very signifi cant eff ect on transnational 
propensity, which might suggest that the migrants who have been in Germany for 
a long time become more assimilated and lose ties with their home country. Th is 
fi nding is important, as the most relevant studies on immigrant transnationalism 
suggested that it is an alternative form of socio-economic integration and it might be 
sustained over time (Portes, Guarnizo & Haller, 2002). Immigrants coming from the 
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CEEA7+2 and EU15 countries exhibit a higher transnational propensity, while the 
persons born in Russia and Kazakhstan tend to be on average unwilling to engage in 
such practices. Th is result is understandable, as most of them have German residence 
and thus feel little emotional attachment to their countries of birth. Moreover, the 
geographical distance should matter in this regard – the long distance to Russia and 
Kazakhstan hampers frequent travels to these countries.

Th e second specifi cation adds several variables. First, the nonlinearity eff ect of 
the length of residence in Germany was checked, and has been found signifi cant. 
Th erefore, the propensity for transnational activity decreases with the time spent by 
an immigrant in Germany, but until a certain threshold (in this case – after 30 years 
of residence) and then it starts to increase. Notably, the more educated, wealthy 
and healthy the immigrant is, the higher the propensity to engage in transnational 
practices. Interestingly, religious affi  liation matters: while Christians exhibit relative 
transnational aversion, Muslims are more engaged in such practices, other things 
being constant. As in the fi rst specifi cation, immigrants coming from the EU15 and 
CEEA7+2 countries have a higher likelihood of pursuing transnational activities than 
other migrants.

11.6. Conclusions

Th e aim of this study was to investigate the impact of Europeanisation on the behav-
iour of immigrants in Germany. Consequently, the following hypotheses have been 
formulated:

Hypothesis 1: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on the incidence of additional migration experience.

Hypothesis 2: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on the economic integration in Germany.

Hypothesis 3: Th e exposure of immigrant workers to the Europeanisation process 
has a positive impact on their propensity for transnational practices.

Th e results of the empirical analysis provide support for all of the hypotheses. 
In the case of the fi rst one, the immigrants from the EU15, who were exposed to 
Europeanisation for a longer time and who are the benefi ciaries of the free intra-EU 
movement, were the most likely to have additional migration experience, compared 
to other migrants (including the CEEA7+2 migrants). Th e immigrants from both the 
EU15 and CEEA7+2 countries are also more integrated in the economic aspect than 
guest workers from ex-Yugoslavia and Turkey, and also compared to the immigrants 
born in Russia and Kazakhstan. Moreover, they exhibit a higher propensity to engage 
in transnational activities, linking Germany with their home countries. 

Th erefore, the results of this study tend to confi rm that Europeanisation – apart 
from the infl uence on the world of “big politics” – also has a profound and positive 
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impact on the lives of Europeans themselves, and in this case – on the economic 
activity of immigrants in Germany. Still, the study has some limitations due to the 
cross-sectional nature of the dataset. Especially the transnational propensity needs 
further investigation, as the existent evidence suggests that the transnational engage-
ment might erode with the time spent in the host country. Th e subsequent waves of 
the GSOEP might enable to investigate in more detail the dynamics of transnation-
alism among immigrants in Germany – both the ones with EU citizenship and the 
ones coming from third countries.
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