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Ideas, Uncertainty, and the 
Ordoliberalization of Europe 

 
 
 
 
 
 
 
 
 

I now address the thorny issue mentioned earlier pertaining to the link between 

(neoliberal) theory and practice. My main point to prove in this far-reaching 

debate is the indispensability of ideas for any comprehensive approach to 

understanding political developments, because these developments cannot 

be reduced to institutional path dependence or the pursuit of agents’ in- 

terests. I begin by showing that, despite the apparent parsimony of purely 

interest- or institution-based accounts, they run into problems that neces- 

sitate the introduction of ideas as an additional variable. However, ideas are 

mostly treated as “auxiliary variables” in these approaches, brought in only 

when there is an anomaly that cannot be accounted for in standard ways 

through institutions and/or interests. I argue instead for an approach along 

the lines of what is now called discursive or constructivist institutionalism, 

which systematically integrates ideas and considers them to be of explana- 

tory importance, not only during times of turmoil and crisis but whenever 

we seek to explain and understand phenomena of the social world. 

 
Ideas, Crises, and Uncertainty 

Discursive institutionalism is the youngest of the “new institutionalisms.” 

To  a certain extent it is a response to the complementary deficiencies of 
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those three new institutionalisms: rational choice institutionalism, histori - 

cal institutionalism, and sociological institutionalism (see Hall and Taylor 

1996; Schmidt 2008). The problem lies in the institutionalisms’ poor ability 

to account for the dynamics of institutions. Here we have to differentiate 

between rational choice institutionalism and the other two because their 

respective difficulties are mirror images of each other. Rational choice insti- 

tutionalism views institutions as the result of interested-based rational be- 

havior of agents. Institutions help individuals realize gains from cooperation 

and/or coordination by reducing free-rider problems—that is, they enable 

collective and binding decisions and, more generally, decreasing uncertainty 

(see, e.g., North 1990). However, rational choice institutionalists find it dif- 

ficult to account for the stability of institutions despite strong incentives to 

defect, and they also find it difficult to explain why a particular institutional 

settlement has been “rationally” chosen by individuals when others would 

have been equally possible (see Gofas and Hay 2008, 16). While in this 

case it is mostly actors that shape institutions, which will in turn provide a 

set of constraints on actors, historical and sociological institutionalists as- 

sume a more profound influence of institutions on the behavior of agents. 

Institutions are even considered capable of shaping the very preferences of 

actors through their impact on their self-understanding. Consequently, it 

is fair to say that in the case of historical and sociological institutionalism, 

institutions shape behavior—unless it is behavior that shapes institutions, 

and this qualifier concisely contains the other two new institutionalists’ 

main problem. Their biggest challenge concerns the question of how it is 

possible that there are time windows in which things seem to operate the 

other way round: Actors shape and reshape institutions. The view of history 

that emerges from these perspectives is one of “punctuated equilibriums” 

in which, for the most part, institutions are stable; however, in periods    

of unrest, external shocks, and so forth this equilibrium is interrupted at 

intervals and its place taken by a situation of largely unpredictable flux that 

ultimately gives way to a new institutional equilibrium. Ideas are brought 

in, then, as the decisive factor that constitutes the difference between a 

“normal” situation of institutional stickiness that shapes actors’ behavior 

and the opposite, in which institutions become the object of reform and 

actors reshape them. 



Ideas 195 
 

 

The problem with both versions of bringing ideas into an explanatory 

institutionalist framework is that they are mostly only afforded the status 

of auxiliary variables. This means that both rational choice and historical 

institutionalists tend to turn toward ideas only when their conventionally 

used approach fails to provide satisfactory explanations. But as long as it is 

not deemed necessary, both research traditions opt not to take ideas into 

consideration and instead rely on the supposedly more parsimonious expla- 

nations based on interests or institutions. The basic contention of discursive 

or constructivist institutionalism (see Hay 2010, 66), which is the preferable 

term in my view, is to argue, in contrast, for the systematic integration of 

ideas into explanatory frameworks, not just as an auxiliary add-on. 

I share the view that ideas (or discourse for that matter) must be an in- 

tegral element in any comprehensive explanatory approach simply because 

the alternative of relying solely on institutions or interest is an unviable 

strategy in most contexts. Let me briefly spell out the problems with re- 

gard to interest-based accounts.1 The appeal of interests as the fundamental 

explanatory variable is clearly the alleged parsimony of such an account, 

which is typically based on the assumptions that actors have certain interests 

that translate into preferences that are rationally pursued, as in the case of 

the conventionally understood homo economicus. But what exactly is in the 

interest of an actor in a given situation? Rational choice scholars face the 

challenge of going beyond a tautological definition of interests as “revealed 

preferences” through the actions of the agent because in this case whatever 

these actions are and however misguided they seem, they would by defini- 

tion have to be in the interest of the agent; otherwise, she would have acted 

differently. Instead, the assumption is that the interests of an actor can be 

derived from the particular strategic context in which the actor is situated, 

and, as a consequence, behavior becomes predictable. But what if the actor 

fails to behave in the way the researcher had predicted? This points us in 

the direction of the complexity of a seemingly simple concept such as (real) 

interests. After all, what the identification of actual interests presupposes is 

a considerable amount of knowledge on the part of the researcher and the 

agent: Clarifying which course of action is in the best interest of an actor in 

a given situation, strictly speaking, presupposes knowledge of every possible 

option and, even more dauntingly, also requires knowledge of the various  
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intended and unintended consequences that a particular course of action 

yields. It is “a combination of omniscience about the present and perfect 

foresight” (Hay 2010, 76). If this is an accurate assessment, then interest- 

based accounts are far less parsimonious in their assumptions than they 

appear to be, because in any but the most stylized model scenarios the real 

interests of actors are far from self-evident. A further complication stems 

from the fact that interests become actionable only to the extent that they 

are interpreted through cognitive and normative ideas—ideas regarding 

how the world hangs together and ideas regarding what I should do as a 

(moral) actor who is also trying to realize his idea of a good life. Concretely, 

whether it is in my best interest to light up a cigarette right now is, strictly 

speaking, undecidable as long as my normative design for life (somewhere 

between “live long and prosper” and “live fast, die young”), as well as my 

views, for example, on the reliability of the findings in medical research, 

are not taken into consideration. The consequence of both arguments is 

that what matters for explanations are not real interests but interests as they 

are perceived and interpreted by agents in light of ideas. This complicates things 

considerably, at least for those who hold aspirations for social science to turn 

itself into a quasi-natural science with predictive capabilities. After all, in 

a purely interest-based account it mattered relatively little who the agents 

in question were, because any given agent would act in the same way in a 

given situation if provided with the same information. If interests are always 

ideationally impregnated and mediated, it does matter who the agents are, 

what beliefs they hold, and through which discourses these beliefs were 

formed. While this is a sobering prospect for a predictive social science, on 

the bright side there is the potential for more comprehensive explanations 

based on this broadly constructivist view of things. Furthermore, in restor- 

ing agency in the proper sense to actors instead of modeling them as agents 

that are capable only of “behaving” in the Arendtian sense, such an approach 

also addresses the problem we have encountered in differing degrees and 

forms in both neoliberal and some variants of institutionalist thought: how 

to theorize change in a theoretical framework that suggests that the status 

quo is more or less “locked-in.” We must be careful not to overstate the 

significance of ideas and note at once that they are only one factor that may 

drive change, but they may also further cement the status quo, not least 
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through widely shared conventions. Incorporating this dimension and the 

variance it introduces in how interests are perceived and rendered actionable 

stands a much better chance of providing a theorization of change than its 

purely interest- or institution-based alternatives. 

There is one other line of argumentation that must be considered in regard 

to the significance of ideas and discourse for political practice. In many ways 

this is the smallest common denominator in what is sometimes called the 

“ideas debate,” since both constructivists and rational choice scholars could 

probably agree that it is in times of crisis that ideas matter most and have the 

greatest potential impact on political practices and institutional reshaping. 

There are two main reasons for this: First, crises are not objectively given. 

Strictly speaking, a crisis comes into existence only once it has been called 

a crisis and this signification resonates sufficiently with the relevant audi- 

ence (see Blyth 2002; Hay 1996). The sheer fact that there is an economic 

slowdown even for a prolonged time does necessarily turn the situation into 

a crisis. What constitutes a crisis is thus not just a matter of (economic) data 

but also a matter of interpretation, construction, and narration.2 Arguably 

even more important is the question of what kind of crisis it is. Again, this is 

a question that cannot be addressed by simply looking at the facts, because 

there will be more than one explanation that fits a particular set of facts, and, 

moreover, what constitutes a relevant fact is to some degree a function of the 

explanatory hypothesis itself. Crises thus need to be interpreted, and which 

interpretation prevails is obviously of the utmost importance, because with 

the diagnoses of what the nature of the crisis is, the therapies prescribed and 

the measures of crisis management undertaken vary. Considering the example 

we have discussed in the preceding chapters, it matters significantly whether 

what ails the EU and the Eurozone is considered a banking crisis, a sovereign 

debt crisis, a euro crisis, or a combination of all three, because in each case the 

responses would have to differ to a certain degree. Needless to say, given the 

underdetermined nature of crises, which of the various crisis narratives prevails 

is emphatically not just a matter of more or less accuracy or correspondence 

to facts but one of discursive power and contestation.3 Interpretation and 

narration as two crucial elements in the construction and definition of a crisis 

are ineradicably idea laden, and their import thus indirectly shapes both crisis 

management and, possibly, institutional transformations. 
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Finally, crises not only enhance the influence of ideas generally; they may 

also serve as an opening for new ideas, particularly if the crisis also extends to 

the established frameworks of interpretation. Hence, it makes a significant 

difference whether the dominant narrative is that of a crisis in Keynesianism 

or a crisis of Keynesianism, to again refer to the context of the 1970s: The 

prevailing narrative then suggested that the Organisation for Economic Co- 

operation and Development (OECD) world was confronted not only with an 

economic crisis but also an epistemological one, as the dominant framework 

of socioeconomic interpretation was arguably incapable of explaining one 

of the most prominent manifestations of the economic crisis, stagflation. 

As a result of this “invalidation” and fading support, erstwhile marginalized 

alternatives like monetarism could challenge Keynesianism and ultimately 

replace it as hegemonic paradigm. However, we must note at once that the 

crisis of a paradigm, even if plausibly narrated, must not necessarily result in 

its replacement by an alternative, as the example of the recent crises show. 

While there were commentators who proclaimed that neoliberalism was 

experiencing its own “stagflationary moment,” there is literally no one who 

would argue that we have witnessed a departure from neoliberalism tout 

court as a dominant but far-from-uncontested framework of interpretation 

or the respective practices. The reasons are related to the second source  

of ideational influence in times of crisis, which is uncertainty. Even among 

rational choice institutionalists uncertainty is considered one of the main 

reasons that ideas can matter under certain circumstances. In situations char- 

acterized by complexity, when it becomes exceedingly difficult to compute 

all relevant information and accordingly calculate actions and consequences, 

actors turn to ideas as “heuristics” to bridge the informational gap and provide 

them with “road maps” for a terrain that is difficult to survey (Goldstein and 

Keohane 1993, 8). While I agree that ideas can serve as heuristics and road 

maps among other things, in my view the informational problem pertains 

to crises as well as most other situations. Furthermore, the question is what 

exactly we understand by uncertainty. Mark Blyth has argued persuasively 

that uncertainty is more than complexity in the sense it was just  described. 

Drawing on a distinction made famous by a member of the “first” Chicago 

School, Frank Knight, who was a teacher of both Friedman and Buchanan, 

he argues that crises produce situations that are not characterized by risk but 
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genuine uncertainty (see Blyth 2002, 31–34). In situations of risk it is pos- 

sible, albeit at times difficult, to assign a certain probability to event x based 

on past experience and the frequency of events like x over a period of time. 

Uncertainty in the Knightian sense differs from this constellation because the 

situation in question is so unique that there are no empirical data from the 

past available to assign probabilities. When agents thus have to make deci- 

sions without being able to calculate effects and outcomes, they are acting 

under uncertainty in the strict sense of the term. Furthermore, in contrast 

to accounts that view uncertainty as sheer complexity, Knightian uncertainty 

is of a more fundamental nature; the problem for agents is not confined to 

choosing the right strategy to realize their interests as far as possible, but 

“agents are unsure as to what their interests actually are, let alone how to 

realize them” (ibid., 9). Under such circumstances of Knightian uncertainty, 

there is little else than ideas to turn to (not necessarily consciously) to develop 

a certain interpretation of the situation and a corresponding course of action. 

With view to the Eurozone crisis and the response to it, my point is that the 

various crises produced multiple moments of genuine Knightian uncertainty 

in which actors were particularly unsure about what was in their best interests, 

and with decisions still having to be made under time constraints, ideas figure 

prominently as one important explanatory factor for the overall outcomes. 

Even those who are skeptical about the entire project of “bringing ideas back 

in” to empirical social science could probably concur with this view of a rare 

but decisive impact ideas may have in moments of crisis-induced Knightian 

uncertainty. In principle, I could have simply resorted to this argument to 

make my case regarding the significance of an ordo-/neoliberal interpretive 

framework for the European crisis management over the last half decade. 

However, what I am arguing is that the stark juxtaposition of normal times 

when ideas do not matter and the few moments of crisis and uncertainty when 

they do is difficult to maintain given the general ideational impregnation 

of interests; it also remains too close to a view of political change resulting 

from exogenous shocks and rare moments of the extraordinary, as seen in 

some neoliberal accounts. Ideas may matter in particular in those moments 

of crisis, but this does not mean, conversely, that they do not whenever such 

circumstances do not prevail4—ideas matter in general, but they particularly 

do so in times of Knightian uncertainty. 
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Furthermore, the view of our (political) environment as one that pres- 

ents us with risk and the respective task of risk management most of the 

time, while uncertainty is an exceedingly rare occurrence, may also be in- 

accurate, because we simply mistake for risk management what is actually 

acting under uncertainty. After all, how do we know that we have sampled 

the past sufficiently to assign probabilities when it is not clear whether we 

know the actual generators of a phenomenon such as a financial crisis? As 

Blyth argues, the appearance of normalcy and stability may indeed itself be 

a matter of constructions based on ideas that provide the foundations of 

institutions. Despite this stabilizing work, ontologically speaking, the world 

is still one of uncertainty; and despite the efforts of turning it into a world 

of risk, “unfortunately, we actually have succeeded only in constructing a 

world of fat tails, where risk and uncertainty live side-by-side. We therefore 

think and model the world as a world of risk while living in a world of un- 

certainty; where contingency reigns, we see necessity; and where stability 

is constantly reconstructed and renegotiated by agents, researchers look 

for equilibria as the norm” (Blyth 2010, 96). During crises uncertainty may 

be extreme, but its pervasiveness suggests both that the status quo is never 

quite as locked in as neoliberal accounts suggest and that the power of ideas 

may be enhanced during crises but is not confined to these episodes, because 

they always matter. 

 
The Ordoliberalization of Europe 

As we approach the end of this inquiry into the political theory of neolib- 

eralism, the European Union, and the current crises haunting it, it is time 

to draw the various argumentative threads together for a final diagnosis of 

“what our present is” (Foucault 1989) and what the distinct characteristics 

of actually existing neoliberalism in Europe after almost a decade of crises 

and crisis management are.5
 

What does it mean to refer to an ordoliberalization of Europe? The core 

of my argument is that the economic governance structures of the EU and 

the EMU in their current configuration can be interpreted as a competitive 

order or economic constitution along the lines of what particularly Wal- 

ter Eucken (2017b) proposed as a framework for markets. However, the 
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economic constitution of postcrisis Europe is not just designed to orga- 

nize the competition between private-market actors; more important, it is 

a competitive order in which the actors are nation-states and their political 

economies with the EU increasingly performing the functions that the or- 

doliberals and Eucken in particular had envisioned for the state in relation 

to companies, trade unions, and so forth: an impartial enforcer of the, ide- 

ally, quasi-automatic rules of the competition game; an umpire that relies 

on the powers of science in designing the rules and is unassailable by the 

players in its decision making. Thus, I will show that the ordoliberalization 

of Europe pertains not only to the level of policies and the goals pursued 

through these policies—to increase competition and competitiveness as the 

quintessential ordoliberal values—but also to the structural prerequisites for 

implementing these policies, a technocratic regime of rules and sanctions 

that codify the specifics of how competition is to take place. In short, as the 

dust has settled after the most dramatic periods of the Eurozone crisis—and 

such periods may well return, as the underlying problems have not been 

solved altogether—the reforms have turned the economic constitution of 

Europe into a competitive order that in many respects comes quite close 

to what ordoliberals, especially Eucken, had in mind when they spoke of a 

framework for a truly competitive market. 

The first step in making this argument is to take a closer look at the 

European crisis management and the actor(s) that shaped it decisively. Deal- 

ing with crises is typically the domain of executives, so when identifying 

the institutional centers that shaped the overall thrust of European crisis 

management, it is not the European Parliament or the ECJ that we must 

look to, first and foremost, but the European Council as the forum where 

members of national executives meet and make official decisions.  Further- 

more, the Eurozone finance ministers meet in the Euro Group and make 

no official decisions, as it is not an official institution, but they still exert 

considerable influence on the course of events, as the Greek delegation 

around Finance Minister Yanis Varoufakis came to realize in the meetings 

in the summer of 2015 (see Galbraith 2016). These two fora were not the 

only institutional sites on the level of the EU that were of importance for 

the crisis management; the ECB emerged as, arguably, the crucial European 

actor in dealing with the crisis soon after the beginning of Mario Draghi’s 
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tenure in late 2011. After all, it was Draghi’s pledge to do whatever it takes 

to save the euro in July 2012 that finally placated markets and investors 

sufficiently to bring down the bond yields of the various crisis countries in 

the Eurozone. For now I focus on the other two fora and will return to the 

issue of ECB policies. 

If the council and the Euro Group are the sites where the decisions   

on the reforms in response to the crisis were prepared and made, then the 

next question is obviously whether it is possible to provide assessments of 

the power structures within these (quasi-)institutions. Obviously, a detailed 

answer cannot be offered here, but it is also not necessary for my purposes, 

since I am mostly interested in the role that Germany plays and here the 

analyses found in the literature are practically unanimous. Over the course of 

the crisis Germany emerged as the indispensable nation for the EU. Another 

way of describing the status of Germany is to say that its resistance against 

a particular reform measure, for example, eurobonds, usually means that 

the reform will not happen.6 And yet another way to describe the status, at 

least during the crucial periods of crisis management when reform decisions 

were made, is to refer to Germany as the quasi-, albeit reluctant, hegemon of 

Europe (see Bulmer 2013). Whatever the exact terminology may be, the fact 

remains that in the latest restructuring of the EU in response to the crisis, 

“Germany has played an outsized role,” the various Merkel governments 

having acquired an “unprecedented amount of leverage in redesigning the 

institutional underpinnings of monetary union” (Art 2015, 183). So while 

the Germans certainly did not act alone and unilaterally in reshaping the 

EU (ibid., 199), there can be little doubt about the crucial influence it had 

on the outcomes. 

So if we have to focus on Berlin and Frankfurt when explaining the tra- 

jectory and substance of European crisis management, the next question is 

whether there is any plausibility to the claim that ordoliberal ideas figured at 

all in the perspectives of German political elites. Obviously, I cannot claim 

to provide an exhaustive empirical study of the attitudes and interpretive 

frameworks held and shared among those in charge of formulating and 

implementing strategies of crisis management, but there is a considerable 

amount of circumstantial and anecdotal evidence that suggests that it is at 

least far from implausible that ordoliberal ideas played a role in the process. 
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Despite its relative marginalization within economics departments, for any- 

one studying the subject it is quite likely that the individual will at some 

point be exposed and introduced to ordoliberal views, especially regarding 

the more practical issue of economic policy making (see Dullien and Guérot 

2012).7 Aside from the dissemination through academic socialization, ordo- 

liberal ideas are transmitted indirectly through institutional heritages. The 

German Ministries of Economic Affairs and Finance, as well as the Bundes- 

bank in particular, have long been considered strongholds of ordoliberalism, 

which is seen to provide the institutional DNA thus shaping the outlook of 

the actors within them as well.8 It is well known that ordoliberal thinkers 

such as Böhm and Röpke had close ties to the Ministry of Economic Affairs 

in its early days, and according to the admittedly unrepresentative empirical 

study by Peter Nedergaard and Holly Snaith, the ordoliberal spirit has not 

vanished entirely in the Ministries of Finance and Foreign Affairs. “Yes, 

there is a very strong ordoliberal tradition within the administration, which 

is irrespective of left-right patterns,” confided one official, and another added 

that there is a “deep ingrained preference for a kind of German  ordoliberal 

crisis management” (cited in Nedergaard and Snaith 2015, 1097).9
 

But the Bundesbank also cultivates a basic outlook, which is at least 

highly attuned to ordoliberal views, and several of its more prominent repre- 

sentatives have also been outspoken about the importance of the ordoliberal 

tradition for their own approach to monetary policy. Consider Jürgen Stark, 

who held positions in the Ministries of Economic Affairs and Finance as 

well as the Bundesbank before he became a member of the ECB’s executive 

board and its chief economist in 2006. In November 2008, at the height 

of the financial crisis, Stark gave a speech in Frankfurt in which he offered 

an ordoliberal interpretation of the financial crisis and appropriate rem- 

edies. The intellectual foundation of Stark’s analysis is Eucken’s Principles 

of Economic Policy and of the six constitutive principles we encountered in 

chapter 2; he highlighted in particular the principle of unlimited liability: 

States mainly contributed to the financial crisis by, first, “neglecting their 

rule-setting role” in regard to (financial) markets and the resulting failure 

to establish the principle of liability in a determined manner. Second, “ex- 

pansionary monetary policies around the globe” fed real estate and other 

bubbles, and thus the principle of monetary stability was violated, which 
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would eventually have to lead to necessary but painful adjustments. What 

follows from this crisis narrative with regard to its management? In the short 

and medium terms, financial-market regulation should be improved, but 

aside from that there is no reason to resort to “activist” fiscal or monetary 

policy. Stark opposes fiscal stimuli and with regard to the role of the ECB 

he acknowledges its provision of liquidity to maintain the interbank market, 

but whatever it does, it must remain within the boundaries of its mandate, 

which is “to maintain price stability over the medium term. This mandate 

must be adhered to both in normal times and in times of crisis. The mon- 

etary policy stance appropriate to fulfil our mandate depends exclusively on 

our assessment of the balance of risks to price stability and nothing else.”10 

Finally, Stark considers what can be done to prevent future crises beyond 

the immediate crisis management. The general answer is as simple as it is 

expected: “The commitment to price stability and sound public finances  

is the best contribution monetary and fiscal policies in the euro area can 

make to financial stability.” More specifically, crisis prevention should aim 

to strengthen the forces of competition in markets, abstain from discre- 

tionary measures and instead devise general rules for markets (and states), 

and assert the principle of individual liability. We can conclude that the 

political-economic world would be in better shape, according to Stark, if it 

again adhered to Eucken’s principles. 

Stark may be an outlier in his outspoken enthusiasm for the Principles 

of Economic Policy, and while Lars Feld, the current director of the Walter 

Eucken Institute, who is also a member of the German Council of Economic 

Experts, once suggested (presumably in jest) that all politicians should sleep 

with the book under their pillow (Feld 2011), it is not my assumption that 

they heeded this advice. Still, while few were consciously consulting seminal 

ordoliberal texts in their assessment of the crisis and their considerations 

on the appropriate response, in light of what has been argued so far, it does 

not seem far-fetched to assume that ordoliberal ideas provided a basic in- 

terpretive framework for German political elites, which they more or less 

consciously resorted to, not just but especially during periods of Knightian 

uncertainty produced repeatedly over the course of the Eurozone crisis. 

Ordoliberalism provided the acting elites with ideas on the level of problem 

definitions, to make use of a common distinction (see Mehta 2011), and by 
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the same token a crisis narrative; it also offered them concrete prescriptions 

in the sense of policy solutions aimed at tackling the problem as it was defined 

on the basis of ordoliberal reason (see Van Esch 2014). 

However, before we spell out the specifics beyond Stark’s comments, 

there is a final step to build the argument for the importance of ordoliberal 

ideas in understanding the response to the crisis. A skeptic of constructivist 

institutionalism may argue that it is unnecessary to resort to an idea-based 

account and thus complicate explanations when the German government 

simply pursued a course of action according to its national interests. I have 

presented some general points contradicting such a view of “objective” or 

“material” interests, but for the sake of the argument, let us consider what 

an interest-based account would look like. Frank Schimmelfennig (2015) 

has provided an explanation for the outcomes of the Eurozone crisis from 

the perspective of liberal intergovernmentalism, which can be considered 

representative of an interest- or preference-based approach. In his view, the 

debates over rescue operations and institutional reforms can be modeled as 

mixed-motive games where, for the most part, the common interest of the 

players was to maintain an intact Eurozone, while the divergent preferences 

concerned the questions of how to achieve this and how to distribute the 

costs. According to Schimmelfennig the outcomes reflect very closely the 

preferences of Germany as the most powerful actor in the respective negotia- 

tions, and, supposedly, this proves the ability of liberal intergovernmentalism 

to offer convincing explanations of the Eurozone constellation. This is a 

sophisticated account that goes beyond asserting some monolithic national 

interests, as it is found in some realist writings, but it is still worth taking a 

closer look at how it conceives of national preferences. For Schimmelfennig 

preferences are formed on the basis of conditions of interdependence and 

the “fiscal position of the state” (ibid., 191), but is it really convincing to 

derive the various preferences solely from the relative solvency of a state? 

In fact, it is Schimmelfennig himself who draws attention to an explanatory 

problem in his account, and the way it is solved is rather telling in light of 

what has been argued previously. France’s position with regard to eurobonds 

is not entirely consistent with its fiscal position, but Schimmelfennig sug- 

gests that this anomaly is probably attributable to the relative influence of 

Keynesianism in France in contrast to the ordoliberal influence in Germany: 
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“The stark difference to German preferences, however, is difficult to explain 

by material conditions only, but points to the relevance of ordoliberal vs 

Keynesian economic ideas” (ibid., 183). It is a classic case of bringing in 

ideas as auxiliary variables whenever interests fail to explain behavior; thus, 

once again, interest-based explanations turn out to be more complicated 

than they initially appear. And again, my point is not that we should pit 

interest-based accounts against ideas-based ones, and I am not disputing the 

merits of analyses like Schimmelfennig’s in a wholesale fashion, but while 

I agree that Germany mostly got what it wanted with regard to the crisis 

management, it got what it considered to be in its best interest in a highly 

volatile situation of Knightian uncertainty. 

This means that we do not have to go as far as to suggest that the in- 

terpretive framework of ordoliberalism led German decision makers to act 

against their interests because, again, they do not exist in any other form 

than perceived interests. Matthias Matthijs shares this view generally, but 

in his assessment of the German-led crisis management there are a few 

formulations that come close to suggesting that they do: “Germany’s ordo- 

liberal policies would actually lead it down a road of hurting its own national 

interests by triggering contagion in the short run, while giving up further 

control over fiscal and financial powers in the long run, by delegating those 

powers to the EU level. Germany’s ideas did not just lead to suboptimal 

outcomes from Berlin’s interest point of view; they actually caused the crisis by 

making it a systemic one” (2016, 378).11 Matthijs’s point is that the reluctant 

and indecisive crisis management we have already addressed, together with 

the politics of “expansionary contraction,” made the crisis worse and could 

be even said to have started it in the first place. If Germany had agreed to 

orchestrate a Greek bailout right after the news about the deficits and debt 

became public, the Eurozone crisis as a systemic crisis might never have 

happened. It would have cost German money but much less than it ended 

up costing, and the same logic goes for various other instances when Ger- 

many’s insistence on ordoliberal principles ended up increasing the overall 

price tag of the crisis. There are accounts suggesting that it was Merkel’s 

deliberate strategy throughout the crisis never to do more than just enough 

to keep the Eurozone barely afloat. This meant that she could present the 

reforms she wanted to see passed as being without alternative to stave off 
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the imminent demise of the euro; furthermore, framing the rescue of ailing 

Eurozone members as necessary to protect the sheer existence of the euro 

ensured that the German Constitutional Court would not rule against the 

introduction of the ESM (see Art 2015). Still, this seems to overestimate the 

strategic foresight of actors—even if it is Angela Merkel—and in my view 

it is more plausible to argue along the lines of Matthijs and a constructivist 

institutionalist approach more generally: German decision makers were 

acting under uncertainty about what exactly would be the effects of their 

decisions, and what exactly lay in their interest, and thus went with the 

quintessential ordoliberal maxim that the rules must be upheld, as their 

perceived best interest. As Merkel put it in a speech before the Bundestag in 

December 2011, “The lessons are very simple: Rules must be adhered to, 

adherence must be monitored, non-adherence must have consequences.” 

Let us conclude for now that there are sufficient grounds to argue that 

ordoliberal ideas may have had a certain degree of influence on the crisis 

management led by the Germans and thus on the latest institutional recon- 

figuration of the EU. 

So in which respects does the EU in its current form correspond to ordo- 

liberal tenets, particularly those associated with the work of Walter Eucken? 

As mentioned previously, the crucial point is to strike an analogy between 

what Eucken described as the competitive order with its various principles 

and the role that the state, democracy, and science ought (not) to play in 

the politics of this order, on the one hand, and the economic constitution of 

the EMU as a competitive order for nation-states and national economies, 

on the other. My claim is that in many respects this latter supranational 

competitive order in its original, but especially in its reformed, form comes 

close to Eucken’s ideals. 

Let us recapitulate the core assumptions in Eucken’s view of desirable 

competition. The indispensable preconditions are first and foremost a func- 

tioning price system, because distortions in it send wrong signals to produc- 

ers and consumers concerning scarcity, risks, and so forth. This means that 

inflationary tendencies and deliberate expansionary monetary policy have 

to be avoided because the latter distorts the “price” of money. Monetary 

stability is thus the most fundamental of the various constitutive principles 

of the competitive order.12 But it is followed closely in importance by the 
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principle of unlimited individual liability because it also ensures that there 

is no distortion of risk. It must be enforced, as competition is designed to 

produce winners and losers, and losing must entail bearing the full burden 

of the loss up to the point of market exit, just as much as winning means 

reaping all rewards individually (see Eucken 1960, 279). Obviously, this last 

principle not only is of functional importance but also has some signifi - 

cant moral import (e.g., not being held liable creates situations of “moral 

hazard”), since market competition in the Euckenian version is not just an 

evolutionary advantage, as the later Hayek at times seemed to suggest, but 

also a matter of ethics and norms. After all, it was not just any kind of com- 

petition that Eucken wanted to stimulate through the market framework but 

what he called Leistungswettbewerb (ibid., 247), which translates somewhat 

awkwardly into “performance competition.” The notion of performance 

competition stipulates that gaining market advantage, making a profit, must 

be achievable only through a superior performance, which partly explains 

why Eucken is so vehemently opposed to cartels and monopolies, because 

they could gain market advantage through Behinderungswettbewerb (ibid., 

43), or “competition through obstruction.” Again, the normative aspect of 

this notion is clearly detectable. Profits must be earned properly (in contrast 

to “rents” incurred through monopolies) and are justifiable since they are 

reaped in exchange for some kind of real service at cheaper prices or better 

quality for consumers—whose interests are the only universalizable ones, 

as more contemporary ordo- and neoliberals would add. 

So how do all of these elements figure into the European constellation? 

It almost goes without saying that the fundamental structural principle of 

ordoliberal thought—the legal framework of an economic constitution—al- 

ready figured heavily in the basic setup of the EMU through the Maastricht 

Treaty and the SGP; with the recent reforms this rule-based regime has been 

extended further, specified, and tightened. Whether through the various 

procedures or the Fiscal Compact, the rules of jurisdictional competition 

have been further codified through the latest reforms, and while some argue 

that the economic constitution of the EMU has been undermined through 

the plethora of emergency measures in response to the crisis, I contend that 

the institutional and constitutional reforms passed do confirm the Maas- 

tricht Order and increase the chances of enforcing the various requisites. 
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It is true that almost every aspect of the crisis management, including the 

new rules introduced, are challenged by legal experts, but up to this point 

none of it, including the ESM, has been struck down in any court of law 

(see Joerges 2014), so it may be slightly too alarmist to raise the specter of 

an “emergency constitution,” despite the occasional Schmittian inclinations 

found in some ordoliberal thought. The point remains that ordoliberalism 

can be seen as the ideational resource behind these reforms, not just with 

regard to substantive contents and goals but also in the sense of a definition 

of the problem and how to solve it technically. The ordoliberal mind-set 

suggests that rules need to be adhered to and the problem of the Eurozone 

crisis was that the rules were broken. Accordingly, the solution is to have 

more and better rules. In this sense, the crisis was the opposite of an open- 

ing for new ideas and approaches to political economy, as the presumed 

solution to the crisis is based on the same modal recipe as the supposedly 

flawed status quo ante. 

If it is the function of the economic constitution of Europe, consisting 

of primary and secondary EU law, to establish a framework for desirable 

competition, as just recapitulated, the principles of liability and monetary 

stability must be realized. Jens Weidmann agrees with these assumptions, 

which is of some significance, because he is currently the president of the 

Bundesbank and may even become the next president of the ECB after Mario 

Draghi. Especially for those who are concerned about the ECB’s course, 

and there are many among German policy makers, Weidmann would be 

the perfect choice, as he provides us with the ordoliberal theory of a com- 

petitive order for European jurisdictions and does so, aptly, in the Walter 

Eucken lecture in 2013. 

Weidmann also highlights the principle of individual liability, which 

provides the main element of the ordoliberal crisis narrative, which also 

happened to become the dominant one in public discourse: The origin of 

the crisis lies in the behavior of individual countries that lost their “competi- 

tiveness” and accumulated debts that were unsustainable (Weidmann 2013). 

Consequently, the crisis is not a systemic one of a questionable architecture 

of the Eurozone, and neither is it a banking crisis that has morphed into 

something different; it is a crisis of individual sovereigns incurring too much debt 

and living beyond their means. According to the principle of liability, those 
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responsible for entrepreneurial failure have to suffer the full consequences 

of their action; therefore, there ought to be no debt reduction because it 

would produce moral hazard. Furthermore, it was the failure to provide a 

credible commitment to the principle that contributed to the buildup of the 

crisis in the first place, according to Weidmann, because bond buyers did not 

believe that the no-bail-out clause would be adhered to when push came to 

shove, which explains why countries such as Greece had bond yields close 

to German ones. In other words, the pricing system of the bond market 

was distorted because individual liability was not established firmly enough, 

and the ensuing misleading signals about risks led to countries like Greece 

getting much more credit than they should have. And if more individual 

liability could have helped prevent the crisis, it is no surprise that Weidmann 

is at the least very skeptical, with regard not only to bailouts but also to 

debt mutualization. Individual market actors, whether companies or nation- 

states, have to be held fully liable if competition is to work. Since emergency 

bailouts of countries, as they happened during the crisis in several varieties, 

would undermine this principle, it is only stringent of Weidmann to consider 

rules for a sovereign default as an alternative. After all, from an ordoliberal 

perspective, the European market of jurisdictions remains flawed as long as 

the “lash of competition” (Eucken 2017a, 52) remains constrained by the 

impossibility of market exits. In my view, therefore, the introduction of a 

“sovereign insolvency order” along the lines of what already exists on the 

level of municipalities in the United States, for example, would consequently 

be the next step in the ordoliberalization of Europe.13
 

Let us take a look at the fundamental principle of monetary stability for 

functioning competition. As mentioned previously, the problem with mon- 

etary instability is that it also distorts the functioning of the price mechanism, 

so the question from an ordoliberal perspective is how to ensure that the ECB 

adheres to the Euckenian principle. From Weidmann’s point of view, the 

monetary constitution of the EMU has two key elements to ensure stability. 

First, the ECB is probably the most independent central bank, which means 

that it is not easily harnessed for political purposes, particularly printing 

money, by any EMU member; and second, it has a decidedly narrow mandate 

that assigns it the sole task of ensuring price stability. Is this a structural setup 

of the monetary order that conforms to and realizes the ordoliberal principle? 
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This is a question that is, somewhat surprisingly, debated heatedly. Röpke and 

Eucken were proponents of the gold standard or some kind of commodity 

reserve currency because of the automatic adjustments of the system through 

the flows of gold, which had no need for any discretionary decision making 

by central bankers. However, it seems far-fetched in my view to infer from 

this that central bank independence (CBI) “is not at all compatible with Or- 

doliberalism” (Bibow 2004, 19). It is correct that Eucken was as skeptical as 

Friedman of central bankers’ discretionary setting of interest rates and, in a 

typical fashion, sought to design a monetary system in which, ideally, there 

would be an “automatically working monetary stabilizer” (Eucken 1949, 91). 

Nevertheless, can we infer that from an ordoliberal perspective the combina- 

tion of an independent central bank with a mandate to ensure price stability 

is a considerable problem? At least, this seems to come close to providing a 

rule for monetary policy: to aim at an inflation rate of just below 2 percent. 

However, what is interesting about Eucken’s skepticism regarding CBI is how 

much it confirms his view of a strong and unified state and the persistent 

specter of “pluralism.” The concern he has is that “an all too independent 

. . . central bank is difficult to fit into the structure of the state. It will be 

tempted to position itself in opposition to the general economic policy of 

the state. A ‘pluralism’ will easily develop that would jeopardize the unity of 

state policy” (cited in ibid., 16). 

In their attempt at a direct refutation of the ordoliberalization thesis, Lars 

Feld, Ekkehard Köhler, and Daniel Nientiedt also go to great lengths to show 

that the institutional structures and mandates of neither the Bundesbank nor 

the ECB conform to ordoliberal precepts:14 CBI may have been granted, but 

with that came also far too much discretionary power in monetary policy for 

the ordoliberal taste. But over the course of their working paper the argument 

takes a curious turn. The authors also bring up the principle of liability and 

conclude correctly that “the traditional rule-based perspective of Ordnung- 

spolitik can explain the German stance against bailouts and further fiscal in- 

tegration” (Feld, Köhler, and Nientiedt 2015, 15). But this led to unintended 

consequences because the unwillingness to mutualize debt contributed to a 

prolongation of the crisis and eventually caused Mario Draghi to interfere 

with his (in)famous statement that the ECB would do “whatever it takes” to 

save the euro. This is a problem for Feld and his colleagues not least because 
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it politicized the monetary constitution of the euro and the resistance to debt 

mutualization; thus, further fiscal integration on behalf of Germany was es- 

sentially bought at the expense of CBI. The authors conclude that it  would 

have been better to make concessions on partial debt mutualization than to 

jeopardize CBI (ibid. 2015, 18). This turns out to be even more important 

than the principle of liability after the director and two other members of 

the Walter Eucken Institute spent so much time proving that ordoliberals, 

Eucken in particular, were never in favor of CBI. At least they leave no doubt 

about why the general setup of the EMU must still be appreciated from an 

ordoliberal perspective. The answer, in brief, is that no Eurozone country has 

control over its currency, and therefore it becomes impossible to manipulate 

it through inflation or money creation for political purposes. In the ability 

to curb these possibilities EMU is only comparable to the gold standard—a 

similarity that thinkers as diverse as Wolfgang Streeck and Milton Friedman 

recognized and considered problematic for different reasons;15 and for the 

gold standard supporters Eucken and Röpke, this may have been one more 

reason to appreciate EMU. 

After this brief excursion into the issue of CBI we return to Weidmann 

and the principle of monetary stability. If countries cannot manipulate the 

unit of value and the central bank has the sole responsibility of ensuring 

price stability, then the only possible source of inflationary pressures that 

remains is excessive government debt: “Putting an effective limit on govern- 

ment borrowing is thus a primary pillar of any policy of stable money. 

Monetary union, as a union of stability, therefore required sound public 

finances” (Weidmann 2013). The SGP constituted the initial attempt to 

address this issue; the Fiscal Compact, Six-Pack, and the European Semester 

are intended to put it to rest at the price of constitutionalized austerity. So 

the picture of the normative ideal of jurisdictional competition within the 

Eurozone emerging from this is straightforward: There is a certain form of 

competition that is desirable, and its flames are stoked, but this presupposes 

that other forms of competition or strategies of gaining competitiveness are 

prohibited—and in this case simply as a matter of fact. After all, one possible 

way of gaining competitiveness in relation to another political economy is 

devaluation of the currency, because exports become cheaper and imports 

become more expensive. But just as “competition through obstruction” is 
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not considered competition in the proper sense, competition through de- 

valuations is not considered desirable from an ordoliberal point of view 

because “they generally do not lead to any lasting gains in competitiveness. 

Often, renewed depreciations are necessary” (ibid.), which may result in 

“competitive devaluation” among various countries. But if this is an undesir- 

able, possibly even amoral, way of competing that does not involve any 

superior performance, then what is the proper way to become competitive?16 

The answer is clear because if adjustment processes cannot take place via 

exchange rates, which is impossible in a Eurozone of fixed exchange rates, 

then adjustment has to take place through internal devaluation, or the poli- 

tics of austerity: “a form of voluntary deflation in which the economy adjusts 

through the reduction of wages, prices, and public spending to restore com- 

petitiveness, which is (supposedly) best achieved by cutting the state’s budget, 

debts, and deficits” (Blyth 2013, 2). The redesigned SGP in combination 

with the Fiscal Compact ensures that the state does not run excessive deficits 

and thus is constrained in trying to boost the economy through fiscal stimuli 

or public investment. But that is just the state dimension of austerity. Adjust- 

ment processes that lead to a gain in competitiveness crucially take place in 

labor markets. And if we take the Euckenian conviction seriously that the 

most important precondition for competitive markets is the undistorted 

functioning of the price mechanism, then this must also hold for the prices 

on labor markets. In other words, a lack of competitiveness might be ad- 

dressed through a downward flexibility of prices and wages; accordingly, 

the structural reforms required in the memoranda of understanding with 

ESM-recipient countries and implemented in many others always include 

measures aimed at liberalizing labor markets to tackle wage “rigidities” based 

on union power and/or labor-market regulation. Price and wage flexibility 

is the key to overcoming crises, as Eucken noted in a discussion of German 

crisis management during the Great Depression. While mass unemployment 

is considered a grave moral problem, the politics of full employment, 

Keynesianism, does not provide a real solution to it, according to Eucken, 

because it leads to “instability” in other markets and an ever-stronger trend 

toward centralization (1951, 16). The real problem is thus not addressed, 

and the same is true for an expansionary monetary policy that provides cheap 

money and thus creates only a temporary stimulus and—even worse—pays 
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the price of a distortion of the price system, because with cheap money any 

supply can find its demand.17 The real problem, as we might have guessed, 

is economic power, or what Eucken refers to as the “corporative structure 

of the labor market” (ibid., 60), which prevents an adjustment of prices and 

wages. “In the crisis year of 1930, Berlin builders, for instance, had to reckon 

with relatively firm prices of materials, such as iron and cement, which were 

fixed by syndicates, and also with relatively fixed wages, where housing prices 

were dropping rapidly” (ibid., 78). According to Eucken, the consequence 

of the “stickiness” of prices was the deflationary depression that hit Germany 

in the early 1930s. So the only proper way of competing is through produc- 

tivity increases, as the MIP scoreboard confirms: One of the eleven indica- 

tors is unit labor costs, and in a market of homogeneous goods these costs 

may fall in the medium term through investment in technology and human 

resources; but in the short run and in a context of an economic downturn 

the only realistic but still difficult option to achieve a reduction is wage 

suppression, including payroll taxes and employer contributions to insurance 

schemes. This prescription is backed by ordoliberal thought, as both Eucken 

and Rüstow considered it a bitter but necessary medicine (see Rüstow 

1930),18 as well as, supposedly, by the successful recovery of Europe’s erst- 

while sick man, Germany, at the beginning of the twenty-first century. After 

all, was it not the prudent and disciplined wage restraint of German labor 

unions, in addition to the liberalization of the German labor market and 

the increase of the retirement entry age (under a coalition of Social Demo- 

crats and Greens), that paved the way for this recovery? To be sure, it was 

bought at the price of real wage decreases for many, a more punitive ap- 

proach to unemployment and increased social inequality, but German com- 

petitiveness on the eve of the financial crisis was restored—for whatever 

reasons, as the narrative that attributes the successful recovery to the Agenda 

2010 is questionable in many regards—and in light of this ideational and 

empirical background, it is far from surprising that German elites established 

this recipe for all current sick men of Europe. Needless to say, this recipe 

comes with some serious side effects and can work only in certain conditions. 

This means that, strictly speaking, it would also have to affect Germany 

since it could only recover during the 2000s because other countries pro- 

vided the required demand (often on credit). Additionally, competitiveness 
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is a relative term: If there is to be at least a halt in the further divergence of 

relative competitiveness between Eurozone countries and Greece, Italy, and 

Spain are to gain in it, by definition, Germany must accept a decrease. So 

even if we assume for the sake of the argument that the ordoliberal analysis  

is correct, as long as Germany jealously defends its title of “export world 

champion” and shrugs off criticism of exorbitant current account surpluses, 

and as long as the German finance minister clings to the “Black Zero,” which 

stands for a close to balanced budget, and refrains from increasing public 

investment significantly, the therapy that has caused so much misfortune, 

grievance, and outrage throughout Europe is bound to fail, because “we 

cannot all be austere at once” (Blyth 2013, 9).19 The constellation is almost 

bizarre. While Finance Minister Schäuble professed that “we Germans don’t 

want a German Europe” (2013), the German-led crisis management has 

given the Eurozone/EU an economic constitution that distinguishes be-  

tween different kinds of competition, between jurisdictions and outlaws; or   

it otherwise makes impossible certain kinds of competition considered un- 

desirable, so the only possible kind of competition happens to be the kind  

that conforms to ordoliberal tenets, which Germany specializes in: a text- 

book case of interests perceived through the interpretive framework of ideas. 

The EU has forced a certain model of competition on itself that gives a 

competitive advantage to certain  varieties  of  democratic  capitalism—that 

is, socioeconomic and political settlements. The result is increasing pressure 

on all those countries that differ more or less profoundly from the German 

settlement and its accumulation regime to adapt to this accumulation regime 

through structural reforms from social to labor-market policies—irrespective 

of the widely varying institutional preconditions and “cultures of capital- 

ism.”20 We witness a “forced structural convergence in the Eurozone” 

(Scharpf 2016), and the point is not to defend this variety for its own sake,  

as Jürgen Habermas has critically noted in an exchange with Scharpf, but     

to draw attention, first, to the costs that are incurred in many currencies, 

including that of human life chances; and second, to the almost paradoxical 

nature of the endeavor, because Europe can become more German only if 

Germany itself becomes less German. 

As we know from the discussions in part 1, the ordoliberals, particularly 

Walter Eucken, believed that a consistent politics of the competitive order 



Ideas 216 
 

 

was pursuable only under certain institutional conditions, which amounted 

to a technocratic form of rule that included a strong state relatively insu- 

lated from societal influence. With regard to Europe, both the content of 

the politics of the competitive order and these institutional preconditions 

suggest an increasing ordoliberalization of the EU. 

This may seem like a stretch initially, but let us take a closer look at 

the various aspects of Euckenian rule. A strong state suggests that it is at 

least possible to switch to an authoritarian mode of politics to implement 

certain policies, even against the resistance of those subject to it.21 The 

first thing that comes to mind is the Troika, its memoranda of understand- 

ing, and the supervision of correct implementation of structural reforms. 

It seems difficult not to describe this as a form of authoritarian rule, as it 

suspended the sovereignty of those under its rule and enforced policies 

against the expressed will of the citizenry, if it was even allowed to express 

its will officially. When Prime Minister George Papandreou announced a 

referendum on the conditions of further European support, he was forced 

into resignation, and an interim government of unelected technocrats took 

over, similar to the interim government under Mario Monti that stepped in 

after Silvio Berlusconi’s ouster in Italy. A skeptic may argue that this  does 

not say much about a structural transformation of the EU, since the draco- 

nian Troika rule concerns only extreme cases of countries on the verge of 

bankruptcy. However, the Troika is also likely to serve as a model for how to 

govern an “ordered” sovereign default, analogous to a liquidator in a private 

insolvency, and what is already being tried in insolvency procedures in US 

municipalities: strict austerity, outsourcing, and privatization in exchange 

for partial debt forgiveness. Still, I agree that if it were the Troika alone, it 

would not be sufficient to redeem my claim, but it is not. The commission 

has been invested with far-reaching powers of surveillance, monitoring, and, 

if need be, sanctioning of member states that strike at the heart of a core 

competency of national parliaments, the power of the purse. It may seem 

ludicrous to bring up the commission as the equivalent of a strong state on 

the European level, but before we dismiss the point, let us not forget that 

the commission had indeed turned out to be the “unexpected winner of the 

crisis” (Bauer and Becker 2014). Intergovernmentalists are bound to 

respond that power is still centered in the council and even refer to a “new 
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intergovernmentalism” that allegedly developed over the course of the crisis 

(see Bickerton, Hodson, and Puetter 2015). But this fails to acknowledge 

that the influence of the council has been explicitly and significantly reduced 

through the introduction of the reverse majority principle, which makes it 

much more unlikely that the council will stop a certain procedure once it 

has been initiated by the commission. But does the commission function 

as an effective watchdog over the new rules-making use of the new instru- 

ments? As James Savage and Amy Verdun (2015) show, the commission 

has responded to its new and expanded agenda with considerable internal 

restructuring, for example, including more directorates-general and the 

commission president in assessing the budgetary and overall economic 

situation of a member state and proposing reform measures. A member of 

the Secretariat-General characterized the changed role of the commission 

and especially the Directorate-General for Economic and Financial Affairs 

(ECFIN) in the following way: “What has fundamentally changed is that 

ECFIN has traditionally had more of an advisory and analytical role. With 

the crisis and a more comprehensive policy co-ordination [responsibility], 

they have become much more of a policy development DG . . . and rule 

implementation organization” (cited in ibid., 113). So it is not a stretch to 

conclude that the commission is at least moving closer to the ideal enforc- 

ing umpire that ordoliberalism wanted the strong state to be. Nevertheless, 

from an ordoliberal perspective, it still falls short of this ideal. The reasons 

are reliably laid out by Jens Weidmann, who acknowledges the attempt to 

tighten the rules and make them “quasi-automatic,” but this is exactly the 

problem: They are only quasi-automatic. While the procedures themselves 

are shielded as much as possible from political influence, the decision about 

initiating them still gives too much discretion to the commission: “Torn  

in two directions in its dual role as a political institution and guardian of 

the treaties, the Commission is frequently inclined to compromise at the 

expense of budgetary discipline” (Weidmann 2017). Weidmann’s concern 

is not unfounded, as the commission has been rather lenient in dealing 

with France’s deficits and Italy’s debt, citing overall positive prospects as 

reasons. But the commission’s argument obviously offers no consolation for 

ordoliberals concerned about the oft-cited culture of stability in the EMU. 

For them the commission is still too political in its decisions instead of 



Ideas 218 
 

 

simply executing the rules. Consequently, Weidmann suggests what would 

be another next step in the ordoliberalization of Europe: “A more rigorous 

interpretation of the rules could be achieved by giving responsibility for 

fiscal surveillance to an independent authority instead of the Commission. 

At the very least that would clearly show where unbiased analysis ends and 

political concessions begin” (ibid.). The impartial and unassailable umpire 

stoically enforcing the rules unperturbed by political influence thus remains 

the overall ideal of the ordo-/neoliberal state executive or its equivalent on 

the supranational level. 

But while to the dismay of ordoliberals, the commission remains at 

least a rudimentarily political institution, another precondition for a proper 

politics of the competitive order has almost been realized with its empow- 

erment: Aside from the ECJ and the ECB the commission is easily the  

EU institution that is best shielded against the influence of democratic 

majorities, although the same cannot be said for the influence of lobbyists 

more generally, which makes matters only more problematic. Investing the 

commission with enhanced powers of budgetary surveillance and correc- 

tion has been interpreted as “the relocation of political-economic decisions 

from the national to a new, specifically constructed international level . 

. . , an institutional context, in other words, that unlike the nation-state 

was consciously designed not to be suitable for democratization” (Streeck 

2015b, 365). While I do not share Streeck’s skepticism with regard to the 

general possibility of democratizing the EU, for the time being we have to 

note that he is correct when he writes: “Where there are still democratic 

institutions in Europe, there is no economic governance any more, lest the 

management of the economy is invaded by market-correcting non-capitalist 

interests. And where there is economic governance, democracy is elsewhere” 

(ibid., 366). Again, this is not even taking into consideration the blatantly 

undemocratic Troika rule but refers to the general budgetary regime in  

the EU/Eurozone that every member state is subjected to and that takes 

away fiscal decision-making powers from elected parliaments and places it 

in the hands of a commission. The commission may have a slightly more 

substantive democratic legitimation today than a decade ago, but it remains 

a rather thin one and, some would argue, deliberately so. This brings us back 

to Majone (1994) and his concept of the regulatory state. Majone argued in 



Ideas 219 
 

 

regard to the EU and its earlier incarnations that delegating certain powers 

to counter-majoritarian institutions such as the commission or the ECB 

could actually enhance their overall democratic legitimacy, as long as these 

powers concerned only Pareto-optimal, nonredistributive policies such as 

watching over product standards on the single market. This argument may 

have had its merits before the last round of reforms, although it was highly 

contested even then (see Follesdal and Hix 2006), but there is no question 

that the new powers of the commission cannot be justified with resort to it. 

Majone assumed that tasks for such regulatory institutions were narrowly 

defined, and the various new instruments and the MIP in particular expand 

the scope of surveillance and monitoring agendas significantly. Moreover, 

the various recommendations for reforms are the opposite of nonredis- 

tributive politics because they are bound to produce winners and losers in 

the process. Therefore, even Majone (2014) has voiced doubts about the 

continued legitimacy of the commission’s agenda, and that does not even 

take into consideration that the new competencies expand the commission’s 

influence to policy areas that are explicitly the domain of national policy 

making (see Höpner and Rödl 2011). Overall, we have to conclude that 

the latest restructuring of the EU has even enhanced its already significant 

democratic deficit. It is not my position that this implies that powers have 

to migrate back to the nation-state, but in the current multilevel insti- 

tutional architecture it is striking how much power is invested in exactly 

those institutions, such as the commission and the ECB, that are farthest 

removed from electoral influence and parliamentary oversight. If one of 

the prime ordoliberal concerns was that there may be undue influence on 

economic policy making through the democratic masses—or just elected 

parliaments—this concern must be considered addressed in the distribution 

of competencies in the Eurozone of today. 

Now we look at the third major ingredient of a political theory of or - 

doliberalism, science and the role it ought to play in politics. Eucken in 

particular invested considerable hope in the powers of science if it was 

practiced in the proper way and, consequently, postulated an obligation for 

scientists to become involved in the policy-formation process as experts, not 

only to contribute to the design of the competitive order but also to crowd 

out the influence of interested parties and, if need be, that of a misguided 



Ideas 220 
 

 

demos. Does the EU of today exhibit an equivalent of these technocratic 

notions? To be sure, the charge of technocratic rule is not exactly a novelty 

in the discussions of the EU, especially the work done by the commission. 

I have no intention of criticizing the commission for regulating the use of 

vacuum cleaners and light bulbs; however, there is a more disconcerting kind 

of technocratic element to the new governance structures of the Eurozone in 

particular, which have even prompted commentators like Habermas (2015) 

to warn of the “lure of technocracy.” Through the European Semester and 

the preventive arms of the EDP, especially the MIP, the commission gains 

considerable influence on member state’s policy making and not just with 

regard to fiscal policy in the narrow sense. Recall that the MIP scoreboard 

includes indicators that range from the trend in real estate prices to private 

debt ratios and labor-unit costs. So whenever the values of these indicators 

move beyond the acceptable threshold, the commission makes recommenda- 

tions and monitors implementation in its in-depth country reviews.22 “The 

remarkable point about many of these indicators is that their correction by 

all accounts would require measures in policy fields that are the domain of 

nation-states and that it is difficult for states to influence the prices of real 

estate markets or labor-unit costs if they happen to have a decentralized 

wage-bargaining system. However, what is most striking in the present con- 

text is that the question about the proper measures to address imbalances is 

often quite controversial. Furthermore, whatever the recommended course 

of action for a national government to implement, it will not be an example 

of regulatory politics in the sense of Majone. And these latter two points are 

the heart of the matter in regard to the lure of technocracy in Europe today. 

Eucken, Rüstow, and Friedman believed that science could be the anchor 

of stability, especially in times of socioeconomic upheaval, by depoliticizing 

questions of policy making by invoking the decontestatory authority of sci- 

ence. But if following scientific advice leads to a redistribution of burdens 

and there is not even a solid consensus on the policies in question, there is 

no other option than to call this technocratic rule, consisting in a failure to 

treat eminently and inherently political questions as such and instead treat- 

ing them as if they were technical ones that could be addressed in a rational 

depoliticized way with resort to some established politico-economic wisdom. 

The politics of austerity, to choose but the most obvious example, neither 
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were and are emphatically uncontroversial among “the men of science” 

referenced in the ordoliberal manifesto, nor were they nonredistributive. 

Therefore, putting the power to decide over this and other recipes into the 

hands of the undoubtedly exceptionally well-trained but poorly legitimated 

hands of the economists and lawyers in the commission and the ECB may 

have provided satisfaction at long last to those who lamented their dethrone- 

ment in 1936, but it just adds to the legitimation gap of ordoliberal Europe. 

To be sure, other neoliberals like Hayek and possibly Röpke would have 

voiced concerns over what Hayek may have criticized as the “pretence of 

knowledge,” but those on the other side of the debate on the powers and 

political significance of science, including Eucken, may have looked more fa- 

vorably on these arrangements, which put scientists in charge at the expense 

of both politicians and the electorate. To quote Jens Weidmann (2016) in 

his musings on an independent fiscal authority, which will undoubtedly be 

one of the subjects of the upcoming debates between Germany and France, 

“That body should be staffed by experts, not politicians.” 

Final questions need to be addressed: To what extent are the commis- 

sion’s “personalized” recommendations still to be considered a rule-based 

politics (see Scharpf 2011)? And to what extent does the ECB’s course con- 

stitute the opposite of a quintessentially ordoliberal rule-based politics as 

it acts as a “bond buyer of last resort” (Sandbu 2015, 158) and, arguably, 

disregards maybe not the letter but the spirit of the no-bail-out clause? The 

latter in particular is often portrayed as prime evidence for the decline of 

an economic constitution and thus of an ordoliberal kind of governing. In 

my view neither of these points serves as a refutation of the diagnosis of 

the ordoliberalization of Europe. First, it may well be worth questioning 

whether the Draghi course of the ECB is compatible with ordoliberal tenets, 

but let us at least note that Draghi himself claimed just that in an address 

given in Jerusalem in 2013: “In this context, it is worth recalling that the 

monetary constitution of the ECB is firmly grounded in the principles of 

‘ordoliberalism.’ . . . Does the fact that our operations include some credit 

risks on the balance sheet of the central bank imply a violation of our or- 

doliberal principles? . . . My answer is no. . . . The risks we take onto our 

balance sheet in the context of our operations are controlled, and they are 

accepted only insofar as they are strictly necessary for the pursuit of price 
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stability.” Of course, we must not be naïve and take Draghi’s words at face 

value, but let us not forget that up to this point, the task of the ECB to 

pursue price stability, understood as a Eurozone inflation rate of just below 

2 percent, has not been compromised by whatever unorthodox policies have 

been pursued so far. Moreover, contrary to the warnings of Weidmann and 

others, when the ECB changed its course, there was not even a trace of 

inflationary tendencies. If anything, there were deflationary ones as the rate 

dropped from just over 2 percent to as low as −0.5 percent between 2012 and 

2015. So it seems that expansionary measures would be in order to counter 

these tendencies. Finally, and most important, we must consider the timing 

of the ECB’s change of course in 2012. After all, this was a time when all 

the important structural reforms in countries such as Ireland and Portugal, 

and to some extent Greece, were under way. And the ECB had not been 

exactly an innocent bystander. As David Woodruff chronicles, the ECB sent 

several letters to the various governments demanding that they implement 

the required reforms. If they refused, the ECB would stop providing direly 

needed emergency credit lines: “The ECB leadership implicitly or explicitly 

threatened to withhold its help unless policy or institutional changes imple- 

menting Brussels-Frankfurt priorities (especially labor market liberalization 

and fiscal austerity) were adopted. These threats were made credible by the 

rigid rules on the ECB’s independence and mandate, and the prospect of 

vigorous German political and legal opposition to exceeding the mandate” 

(2016, 98). He concludes that the ECB actually played a game of “good cop, 

bad cop” alongside the German government, and only once both got what 

they wanted—structural reforms, fiscal compacts, and so on—did the ECB 

change course. The expansionary policy—and of course the indirect support 

for states’ debt service—was the price to be paid for more and tighter rules: 

“These institutional changes were, then, entirely in the spirit of Ordoliberal- 

ism, restructuring rules and the actors subject to them in ways designed to 

facilitate the operation of a market economy and make further discretionary 

interventions both unnecessary and unavailable” (ibid.). 

A similar argument can be made about whether the commission’s highly 

specific recommendations mark a departure from a rule-based politics. The 

recommendations are, in principle, aimed at making themselves superflu- 

ous once the various national economies have been restructured so they 



Ideas 223 
 

 

can compete in the way that the economic constitution has defined and 

codified desirable competition. It is doubtful whether this can and will ever 

happen, but this is certainly the thrust of what the ECB and especially the 

commission endeavor with their push for structural reforms. So if one wants 

to interpret the recommendations as discretionary interventions, they are 

still interventions aimed at ensuring that in the future there will be juris- 

dictional competition according to the rules. The exception to the rule 

may thus be justifiable as the price for a better functioning of the rules in 

the future (ibid., 97). The ordoliberalization of Europe is still a work in 

progress, as the economic constitution remains incomplete in many ways. 

The interventions by the commission and the existence of the ESM must 

be interpreted in this context as a consequence of the continued “market 

failure” produced by this incompleteness: If states refused to restructure their 

internal politico-economic arrangements, they may run the risk of dwindling 

competitiveness and, ultimately, default. At the moment, this is still a serious 

problem from the point of view of the competitive order, because while the 

ESM is in place to provide conditional financial support in these cases, it is 

not large enough to bail out an economy such as Italy’s, which is the latest 

source of concern in the Eurozone. There also remains a certain degree of 

moral hazard, although this is significantly reduced given the considerable 

strings attached to the support. Accordingly, from the ordoliberal perspec- 

tive, the problem is that there is still no mechanism in place to let countries 

like Italy default in an orderly fashion without jeopardizing the existence 

of the Eurozone. If such a mechanism were in place, countries would not 

have to be bailed out through the ESM and possibly would not have to be 

disciplined by EU/Eurozone institutions; the market would take care of it, 

and the ordoliberalization of Europe would be taken one step further. After 

all, the ordo-/neoliberal problematic is concerned with the preconditions 

of functioning markets, and the fundamental one is the possibility of exits 

from the market, by private actors as well as nation-states. As Eucken wrote, 

“If one rejects the consequences of collectivism, one must want the laws of 

competition to rule. And if the market is to rule one must not refuse to adjust to 

its requirements” (1960, 371, my emphasis). 

We must conclude that the political theory of neoliberalism, especially 

the elements on which I have focused, are a far cry from purely theoretical  
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designs with no bearing on the world of actually existing neoliberalism. As 

has been shown, it is especially the tenets of a Euckenian ordoliberalism 

that correspond with many elements of the governance of the Eurozone and 

the EU. However, this does not imply that the structures are incompatible 

with what other neoliberals were arguing for if one considers, for example, 

the Fiscal Compact and the constitutional debt brakes it stipulated, which 

come very close to the kind of constitutional balanced-budget amendment 

that Buchanan tirelessly advocated. European institutions and politics cannot 

be reduced to an ordoliberal economic constitution. Political reality does 

not correspond exactly to theoretical designs because political reality is the 

site of contestation and rivaling political projects. What I have argued is 

that there is a discernible tendency toward an ordoliberalization of Europe 

in the sense of establishing a competitive order for national economies and 

enforcing the rules of the game, even against the resistance of an individual 

player. Furthermore, the governance of this competitive order is broadly in 

line with what ordoliberals and, specifically, Eucken saw as the appropriate 

role of state, democracy, and science. The response to this tendency cannot 

be to drum up the need to return powers and competencies to nation-states 

and dismantle the Eurozone. The competitive order of Europe instead needs 

to be repoliticized, and, more specifically, it needs to be democratized. In 

other words, it needs to be less ordoliberal. Discussing the most promis- 

ing strategies to achieve this would require a study in itself, so I confine 

myself to the levels of analysis and diagnosis, which leads to this summary: 

If Europe does not manage to redemocratize its will-formation processes 

and repoliticize some of its institutions, there is a distinct danger that its 

ordoliberalization will slowly stagger toward its eventual completion; but 

in a world of uncertainty, nothing is set in stone. 
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1. For a more radical critique of central banks, see Friedman 1994. 

2. When once asked whether the bank should stick to its mandate or modify 

it, Friedman (2003) was adamant it should stick with it. 

 

Chapter 7 
1. With regard to institutionalist accounts the following would be a concise argu- 

ment: “It is not just institutions but the very ideas on which they are predicated and 

which inform their design and development that exert constraints on political autonomy. 

Institutions are built on ideational foundations that exert an independent path-dependent 

effect on their subsequent development” (Hay 2010, 69). For a historical institutionalist 

account of the latest EU restructurings, see Steinberg and Vermeiren 2015. 

2. As Hay writes in his ideational institutionalist account of the “crisis” (which, 

according to him, is derived from the Greek word Krino, meaning “a moment of 

decisive intervention”) of Keynesianism in the 1970s: “To make a decisive interven- 

tion requires a perception of the need to make a decisive intervention” (2001, 203). 

3. For a highly informative account of such contesting crisis narratives in the 

context of the financial crisis in the United States, see Mirowski 2013. On ideas and 

their various powers, see Carstensen and Schmidt 2016. 

4. Although this is also the position shared by Blyth, in his earlier work there 

were passages that could be read as if ideas did not matter whenever there is no acute 

crisis. See the critique by Gofas and Hay 2008, 15. 

5. For important alternative accounts about what “our neoliberal present is,” 

see especially Brown 2015; Mirowski 2013; Dardot and Laval 2017; Davies 2016; 

Fraser 2017; MacLean 2017. 

6. An EU official complained that “when the German position changes on an 

issue the kaleidoscope shifts as other countries line up behind them. That’s unprec- 

edented in the history of the EU” (The Economist 2013, 1). 

7. See also Peter Bofinger (2016), who is a (often dissenting) member of the 

German Council of Economic Experts: “German university students read the  same 

macroeconomic textbooks as students in other countries and at the advanced level 

the standard DSGE models are taught and applied. But behind the formal theoretical 

apparatus one can identify a specific paradigm to economic policy, called ‘Ordnung- 

spolitik,’ which in this form does not exist in other countries. While there are no 

university courses on this topic, Ordnungspolitik plays an important role in German 

academic debate on policy issues and actual economic policy.” 

8. On the European level the Directorate-General for Competition is also 

considered to be a stronghold of ordoliberal ideas, which is consistent with the 

scholarship on the ordoliberal influence on European competition policy. See 

Gerber 1998. 

9. On the influence of ordoliberalism on German elites, see also Jacoby 2014; 

Denord, Knaebel, and Rimbert 2015; Van Esch 2014; and Lechevalier 2015. 

10. In this context it is worth noting that this proved to be more than lip service, 

as the ECB actually raised interest rates with reference to its commitment to price 

stability in the middle of the crisis year of 2011. 
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11. On the “unintended consequences“ of ordoliberal crisis management strate- 

gies, see also Nedergaard and Snaith 2015. 

12. “Accordingly, there is the primacy of monetary policy for the competitive 

order” (Eucken 1960, 256). 

13. The significance of insolvency law for the functioning of the competitive 

order is already mentioned in ibid., 282. See also Feld (2012, 13), who notes critically 

that a sovereign insolvency order was not considered in the Maastricht negotiations. 

14. For similar and additional arguments against the significance of ordolib- 

eralism for the current reshaping, see Young (2017), whose views have apparently 

changed since Young (2014). 

15. See Streeck 2015a, 24; Friedman 1997. 

16. As Finance Minister Wolfgang Schäuble, who happened to be born in 

Freiburg and even brings this up occasionally, reminded the readers of the Guard- 

ian in 2013, all reform efforts were aimed at “improving the competitiveness of all 

eurozone countries.” 

17. “Price loses its selective function when all commodities can find a market” 

(Eucken 1951, 72). 

18. While he concedes that wages are worth protecting for “reasons of social 

policy,” he is still adamant that in order to battle unemployment, it is indispensable 

to increase profitability through a reduction of the various production costs: “It is 

self-evident that of these elements [the various costs] wages are the most voluminous” 

(Rüstow 1930, 1403). 

19. For the most recent argument to that effect, see The Economist (2017) and 

its cover story, “The German Problem.” 

20. That Germany was capable of recovering in part through wage restraint was 

premised on a certain system of wage bargaining that simply does not exist in other 

countries. See Höpner and Lutter 2014. As Friedman (1997) had already noted in 

his discussion of the advantages of devaluation over wage-price adjustments, “If 

one country is affected by negative shocks that call for, say, lower wages relative to 

other countries, that can be achieved by a change in one price, the exchange rate, 

rather than requiring a change in thousands and thousands of separate wage  rates.” 

21. For arguments for a return of “authoritarian liberalism” in Europe, see 

Streeck 2015b; Wilkinson 2013; Bruff 2014. 

22. In 2017 there had been thirteen in-depth country reviews carried out. See 

European Commission, “In-Depth Reviews,” https://ec.europa.eu/info/business- 

economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance 

-monitoring-prevention-correction/macroeconomic-imbalance-procedure/depth 

-reviews_en. 
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