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EU. The conclusion is that actions shaped by bounded rationality brought about upgrading of EUs 

organizational rationality. However, the process included massive organizational irrationalities as 
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tasks are crucially important since the continuing Eurozone crisis bears potentials for surprising 

turns. 
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1.Introduction 

Modern organizations take critical situations as opportunity for upgrading the rationality of 

their structures, functions and patterns of change. The European Union followed this rule in its 

management of the Eurozone sovereign debt crisis. However, the start of the crisis management was 

basically reactive. The shift towards a pro-active design and implementation of organizational 

innovations came about only slowly and with a substantial delay as argued by Rodrigues and 

Xiarchogiannopoulou (2014). The causes, the content and the outcomes of this development 

deserve a closer analysis because of the multiple dimensions of the process and the variety of actors 

involved in it. The task exceeds the aims of the search for truth since the research on the 

management of the continuing Eurozone sovereign debt crisis is existentially relevant for the 

European Union, its member states and their citizens. Moreover, Haller (2012) underlines the point 

that the European integration is regarded as worth copying in other parts of the world.  

However, the elections for European Parliament in 2014 signaled that the skepticism 

concerning the aims and means of the European integration is deeply rooted and rising. The mass 

media regularly supply the citizens of the Union with warnings about tensions and conflicts 

accompanying the integration. The content of the warnings change but the overtones remain the 

same: The European Union is presented as inefficient and expensive bureaucratic organization 

without democratic legitimacy. Numerous political parties see the solution of national problems in 
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EU member states in their leaving the Union. Still other political programs put the stress on the 

strengthening of the autonomy of the Union’s member states. The vision of “United States of 

Europe” has lost momentum. Ross (2015) puts the diagnosis of the current situation by asking the 

question “Puzzling Europe?”.  

The migration crisis strengthens the diagnosis of uncertainties. The issue is urgent but it is 

handled by the EU with the usual delay and low efficiency once more as presented by Glazer 

(2015). It is in this new context that the challenge of the Eurozone sovereign debt crisis remains 

potentially highly relevant for the Union’s future. At the surface the core of the crisis is the high 

international indebtedness of states in the common currency area. The financial default of some of 

these countries could bring existential threats to the European Monetary Union and to the European 

Union. However, the problems of the Eurozone have deeper causes than the high international 

indebtedness of member-states. The crisis was mostly triggered and is perpetuated by the low or 

negative economic growth of some countries in the Eurozone as well as by their large budget 

deficits and negative current accounts.  

The crisis has a relevant organizational dimension. Detailed studies published in Laursen 

(2013), Ari (2014), Kazarian and Pelagidis (2015) and by others identified the critical points in the 

EU’s handling the crisis and the innovations introduced in the crisis management.  Both 

developments will be further exemplified by focusing on the crisis of the Greek state and society. 

The documentation referring to the case is voluminous. Experts usually stress the diagnosis that the 

sovereign debt crisis of the country is far from over despite the tremendous amount of the €326 

bailout funding provided by the EU, the EU Central Bank and the IMF in three packages. Due to the 

continuing high level of unemployment, slow and fragile economic recovery of the national 

economy and the still increasing international indebtedness of Greece its economic and political 

future is regarded as uncertain. Two parliamentary elections held in 2015 brought about substantial 

changes in the political landscape of the country but the uncertainty remains.  

The studies on the Greek sovereign debt crisis and its management are abundant. But the 

conceptual framework of most of them is rather sketchy or missing at all. The explanations and 

recommendations are typically based on empirical generalizations or refer to concepts of the 

economic sciences alone. Could the broader conceptual experience of social sciences help the 

efforts for disentangling the complexity and the dynamics of the Eurozone sovereign debt crisis in 

the case of Greece? More precisely, could the concept of multiple rationalities and irrationalities 

guide the efficient cognitive tackling of the systematic decomposition of actors, relations and 

processes in the handling of the Eurozone crisis in the way exemplified by Genov (2014)?    

2. Literature Review and Constructive Conclusions 

The large body of publications on rationality is mostly focused on the variety of ideas in this 

research field. There are rare efforts to systematically present these ideas as recently attempted in 

Hodgson (2012) and Amoretti and Vasallo (2013). Three major conclusions might be drawn from 

these works: First, social rationality is typically related to the conditions, content and consequences 

of the action of individual or collective actors. Second, the participants in the discussions 

predominantly laid the stress on the sound reasoning in the cognitive preparation, guiding and 

evaluation of the individual or collective action. Third, most authors see the rationality of action as 

intrinsically bound to the efficiency, effectiveness or optimality of the action outcomes. Some of 

these ideas refer to Max Weber’s distinction of rationality types as systematically elaborated by 

Kalberg (1980) while others focus on specific parameters of the individual, collective, instrumental, 

short-term, long-term, etc. types of social rationality. 
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Against this background of converging and diverging ideas three tasks seem to be urgent: 

First, the time has most probably come to develop a synergetic and simultaneously well 

differentiated concept of social rationality. Second, the cognitive consistency and instrumental 

efficiency of this concept should be testable in systematic descriptions and explanations.  Third, the 

explanatory applications might be well tested on the case of the handling of the sovereign debt crisis 

by the supranational organization of the European Union.  

The legitimacy of the European Union as a supranational formal organization stems from three 

constitutional treaties starting from the founding Treaty of Rome (signed in 1957). It was followed 

by the Treaty of Maastricht (signed in 1992) and by the currently valid Treaty of Lisbon (signed in 

2007). This legal basis allows the Union to change its own structure, functions and its patterns of 

adaptation to internal and external environments. The components (sub-systems) of the organization 

might be differentiated or integrated in order to be more efficient in their adaptation to the changing 

environments. New models of orientation, decision and action of individuals, groups, organizational 

subsystems in the Union or of the Union itself might be developed and tested concerning their 

potentials to increase or decrease the organization’s efficiency in problem-solving. 

Authors of studies on change management of formal organizations like Jabri (2012) stress the 

interconnectedness of the parameters of the organizational problem-solving. The first guiding 

assumption of such studies is that the organizational change takes its incentives from the interplay 

of the organization under scrutiny with its organizational environments. It is taken for granted that 

various organizations try to achieve the same or similar goals by competing for always limited 

resources. The experts assume that organizations which are able to learn faster and possess richer 

informational and material resources tend to achieve better or possibly optimal results in their 

efforts for goal attainment. Organizations having difficulties in learning and possessing smaller 

resources are expected to achieve sub-optimal results in their goal attainment. Thus the 

organizational potentials, processes and results facilitate or constrain the organizational rationality. 

Therefore, it is typically defined with a view to the quantitative and qualitative parameters of the 

conditions, ends, means, processes and results of organizational action as well as to the 

quantitative and qualitative parameters of the action’s outcomes. The variety of factors and their 

interactions influencing the rationality of a formal organization is a clear indication that there might 

be possibilities for deviations towards irrationality. Munro (2009) and Spiegler (2014) have good 

reasons to assume that that the rationality in the problem-solving activities of formal organizations 

is always bounded by circumstances and accompanied by irrationalities.  

The complexity of the issues related to social rationality and irrationality makes the task for 

conceptual differentiation and synergy of the sub-types of rationality and irrationality urgent but 

rather difficult as shown by Berg (2008). The following analysis and argumentation is guided by the 

idea that the task might be best resolved by focusing on the stages of the problem-solving activity.  

The first stage covers the impacts of the interplay of the organization under scrutiny with its 

external and internal (sub-systemic) organizational environments. In the case under study the 

internal interplay concerns the systemic rationality of the European Union as organization and the 

sub-systemic rationalities of the Union’s member-states. Both the Union as a systemic whole and its 

sub-systems are able to learn, act, interact and change in a relatively autonomous way as discussed 

by Maula (2006).   

The next stage in the problem-solving activity concerns the double-sided coordination of the 

activities of the organization under scrutiny as collective often consisting of sub-systems (collective 

actors in the organization) and individual actors. The individuals occupy various organizational 

positions and implement specific roles in the organization. The interaction between individual and 

collective actors in the problem-solving activity of organizations is marked by commonalities or 

differences of interests as well as by mutual support or conflicts in the activities due to the 
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similarities and differences of the collective and individual rationality. They might be identified as 

Denis has done (2002). The rationality of individuals could support and strengthen or contradict and 

undermine the collective rationality of the organization. McGregor (2012) convincingly presented 

the integration of both types of organizational rationality as a task to be resolved in the efforts to 

upgrade the aggregated rationality of organizations. In the context of the European Union the 

bearers of individual rationality are the millions of citizens and their leaders in various action fields, 

localities and structural levels. The bearers of collective rationality are the formal and informal 

organizations at various structural levels – from the local levels of enterprises and settlements till 

the organizational level of decision-making by the Council of Europe and the European Parliament.  

If there is individual and collective interest and will to resolve an organizational problem, the 

efforts to precisely define it evolve into specification of the activities to be implemented for 

problem resolution. At this stage the problem-solving activities are guided by a tree of ends as a 

rule. Some of them are ultimate ends of action in the given context. Other ends are focused on the 

issue how to achieve the ultimate ends. These instrumental ends are means in the specific context. 

The ultimate ends might be related to ultimate values in human life like survival, truth, beauty or 

humanism as Tomer (2008) argues or not. The balancing of ultimate and instrumental rationality is 

a task the resolving of which tangibly influences the outcomes of the problem-solving activity. 

Following the assumption of bounded rationality one may expect that there are always opportunities 

for deviations towards irrationality from both the ultimate and instrumental rationality.  

Still another stage in the problem-solving activities is linked to the decision to focus the 

activity on achieving cognitive aims or practical change of matter, energy, capital, political power, 

etc. This decision distinguishes between the cognitive rationality as elaborated by Nelson (2008) 

and practical rationality discussed by Sandberg and Tsoukas (2011). The cognitive rationality is 

strategically guided by the ideal of truth. The practical rationality is guided by the ideal of 

efficiency. However, cognitive aims might be achieved by applying mostly practical means as this 

often happens in scientific experiments. Practical achievements in technological innovations or in 

political coalition building might be achieved by exclusively relying on cognitive means 

(knowledge).  

The definition of the problem to be resolved, the decisions concerning the ends and means of 

the problem-solving activity and its implementation are inherently linked to the procedural 

rationality as discussed by Laville (2000) in details. Once the outcomes of the activity are in sight, 

the concerns shift from the procedure to the quantitative and qualitative parameters of the outcomes 

of the problem-solving and their resultant rationality and/or irrationality. This re-focusing of the 

analysis, control and corrections is evaluated with a view to the implemented change, attained 

outcomes and the handling of future challenges.  

The temporary parameters of the problem-solving activity are marked by one more dimension 

of rationality/ irrationality. The decision to indulge into problem-solving, the implementation of 

decisions to act and the analysis of the results attained might very much vary if short-term or long-

term outcomes are intended or expected. Both types of action are guided and evaluated by two 

different types of rationality – the short-term and long-term rationality of action discussed by 

Stephan (2010) concerning the adjustment to differently designed environmental policies.  

The so distinguished rationality types are presented below explicitly. The irrationalities 

accompanying each type of rationality are only implicitly present as ‘hidden agenda’ in Figure 1. 

The so outlined synergetic conceptual framework of rationality/irrationality will be further 

applied as an analytical tool in the analysis of the management of the Eurozone crisis. The analysis 

will identify a variety of examples of rational orientation, decision and action as well of deviations 

from rationality in specific contexts and with varieties of intensity.  
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Figure 1. Multiple rationalities and related irrationalities in the problem-solving 

activity of a given organization
1
 

Major loci of 

A: Systemic & sub-systemic as well as collective & individual rationality and irrationality 

B: Ultimate & instrumental rationality and irrationality 

C: Cognitive & practical rationality and irrationality 

D: Procedural & resultant rationality and irrationality 

E: Short-term &long-term rationality and irrationality 

3. Multiple Rationality and Irrationality in the Handling of 
the Eurozone Crisis 

3.1 Balancing systemic and sub-systemic rationality 

According to the Treaty of Maastricht (1993) the national finances together with areas like 

migration and social policies remained in the sovereignty of the EU member states. They preserved 

control on key parameters of the national sub-systems in the framework of the supranational system 

of the European Union.  Tuori and Tuori (2014) identify causes for the Eurozone crisis already in 

these constitutional arrangements. Later it became a public secret that contrary to the Treaty’s 

requirement for less than 3% budget deficit the governments of Greece, Italy, Portugal and other 

states in the Eurozone were regularly disregarded this requirement by spending tangibly more than 

their budget revenues could allow. The difference has been mostly covered by international 
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borrowings. Thus following the sub-systemic rationality of over-spending from the national budgets 

these societies questioned the systemic rationality of the Eurozone in practice. 

The policy of over-spending may have continued for long. But Davis and McGoey (2014) 

argue that the global financial and economic crisis after 2008 has sharpened the sensitivity to the 

causes and effects of the bankruptcy of large financial institutions like Lehman Brothers or of huge 

companies like Freddie Mac and Fannie Mae in the United States. The awareness rose about the 

potential destructive consequences of neglected financial irrationalities in the area of the European 

Monetary Union too. The understanding spread fast that the looming default of the Greek state 

might have domino effects by destabilizing the financial systems of the money lenders and by 

accelerating the default of other financially vulnerable states in the Eurozone. Such developments 

could cause a deep crisis of the Monetary Union as well as of the European Union. Therefore, the 

accumulation of sovereign debts could no more be acceptable. Most analysts and politicians 

understood that the sovereign debt of some states in the Eurozone has reached the level perceived as 

economically and politically irrational. The destructive consequences were already affecting both 

the systemic and sub-systemic structural levels of the Union.  

In fact, the symptoms of a sovereign debt crisis in the Eurozone have been noticed earlier. 

However, in the years before the global crisis the open discussion on budgetary problems of 

partners in the EMU would be regarded as a bad diplomacy. There was one additional factor for the 

silence. The diplomatic hypocrisy was very much influenced by the fear that the public discussion 

would disturb the business of the German and French banks which had the largest share of the 

Greek international debt. The moment of truth came with the reaction of the financial markets. They 

timely perceived the looming default on the Greek governmental bonds and rapidly increased the 

yields on new credits to this client. The financial rating agencies contributed to the perception of a 

coming crisis. Nelson, Belkin and Mix (2011) show how the potential default of the Greek state was 

increasingly understood as an upcoming danger for both Greece and the Eurozone.  

The core of the above issues is the tension between systemic and sub-systemic rationalities. 

The systemic interests of the European Union only partly overlap with the sub-systemic interests of 

its member states. Nevertheless, the false assumption was widespread that the member-states would 

design and implement their budgetary policies in accordance with the systemic rationality of the 

Union. In reality, some EU member-states consistently acted by following their sub-systemic 

rationality first of all thus provoking long-term irrationalities in the financial management of the 

Eurozone.  

The predominance of sub-systemic national interests continued to guide the attempts at 

managing the sovereign debt crisis. The dominant wish of most Eurozone countries was to reach the 

balance of their national (sub-systemic) rationality with the systemic rationality of the European 

integration in order to avoid destructive developments at both systemic levels. But for others the 

efforts were focused on getting the best from the worst. Greece managed to achieve this by 

negotiating three large transfers of bailout packages, by a substantial reduction of its international 

debt and by a very favorable restructuring of the country’s debt payments. If the strong support to 

the sub-systemic rationality of the Greek state by the EU, the International Monetary Fund and the 

European Central Bank would bring about strengthening of the systemic rationality of the European 

Union – this can be established in the long run. It is still possible that the combination of massive 

financial support and austerity measures imposed on Greek society would bring about mostly 

economic and social irrationalities for Greece and for the European Union at the end of the day.   
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3.2 Individual and collective rationality in the European integration  

Typical explanations of the sovereign debt crisis tend to underline the lax policies of public 

spending in member states of the Eurozone. Undoubtedly, identifiable Greek politicians have 

followed their own individual rationality by buying public support through governmental over-

spending. Thus they perpetrated against the collective rationality of the European integration. The 

typical excuse of these politicians is that they have adequately represented the individual rationality 

of millions of Greek citizens. This is correct since decisions of Greek governments have promoted 

the unrealistically high Greek citizens’ living standard on the basis of larger and larger international 

borrowings. The destructive effects of the accumulated acute irrationalities in the state budgeting 

could be easily foreseen. The Greek politicians had the responsibility to balance their own 

individual rationalities, the individual rationalities of Greek citizens, the collective rationality of 

Greek society and the collective rationality of the European integration. Instead, they have given 

priority to their own individual rationalities and the rationalities of the individual Greek voters.  

This development signals about paradoxical features of the democratic political life. Caplan 

(2007: 114f.) made it clear that it is expected to bring about organizational rationalities but might 

produce destructive irrationalities instead. Moreover, the individuals who made false decisions and 

acted irrationally might legally avoid any punishment. In fact, no individual politician was 

identified in Greece as responsible for the sharp decline of the living standard of Greek citizens due 

to the austerity measures included in the EU conditional bailout policies. Individuals who were co-

responsible for the critical situation of Greek society and of the Eurozone still influence the efforts 

to stabilize the collective economic rationality of the Greek state and thus of the European Union. 

3.3 Contradictions between the ultimate and instrumental rationality  

The sovereign debt crisis has some of its roots in the difficult coordination of ultimate and 

instrumental rationality in the context of the European integration.  This applies, for instance, to the 

clientelist party politics in some EU member states. It is instrumentally rational since it stabilizes 

party structures by distribution of privileges. In the long run party clientelism brings about 

pathological growth of the state administration and the related budget spending as this happened in 

Greece.  

However, the crucial difficulties in the management of the ultimate and instrumental 

rationality were incorporated already in the very design of the European Monetary Union. The 

establishment of the Eurozone aimed at the ultimate ends of the elimination of barriers constraining 

the capital transfer and the movement of labor force, at the fostering of economic growth and the 

strengthening of the international competitiveness of the European Union.  The question how to 

achieve these ultimate ends was not precisely answered in the Maastricht Treaty. The most 

profound issue concerning the differences in the international competitiveness of the national 

economies in the Eurozone was not dealt with indeed. Therefore, some later developments were 

predictable. The account deficits of the less competitive national economies could be balanced by 

investments or borrowings mostly from Eurozone countries running current account surpluses. This 

is a global practice, but it has specific implications under the conditions of the European integration. 

The member states of the Eurozone are not allowed to reduce their international indebtedness by 

instigating domestic inflation. Thus it was tempting to accumulate large international debts in the 

times of available easy credits. But the surprise came together with the tightening of the conditions 

for international borrowings after 2008.    

The stringent terms of international borrowings hit particularly the Eurozone countries running 

high and long-term budget deficits and marked by slow economic growth. Assessments of rating 

agencies and alarming mass media reports fostered the increase of yields for credits to these states. 

This development should not be surprising since Sinn (2012: 108f) has convincingly shown that the 
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casino-like financial system in the Eurozone, in the European Union and worldwide works in this 

way. This was well known at the time of the signing the Treaty of Maastricht too. Nevertheless, it 

did not include any regulation mechanisms for the financial exchange in the Eurozone in order to 

cope with financial or real estate speculations. This was due to the unwillingness of powerful EU 

member states to give up parts of their financial sovereignty.  

Thus the Treaty was designed and implemented as a common currency area in deviation from 

the model of an optimum currency area developed by Mundell (1968:177f.).  No balancing between 

countries running account surplus and deficit as well as no common wage and taxation policies 

were introduced in parallel with the introduction of the common European currency. The rationality 

of the ultimate ends of European integration was widely shared, but some EMU member-states 

consistently perpetrated against the instrumental rationality of the economic and political measures 

needed for achieving the EMU’s ultimate ends. This was not due to the lack of good will alone. The 

perpetration was mostly determined by structural imbalances in the international competitiveness of 

national economies.      

The recognized perpetrations of Greek governments against the ultimate rationality of the 

European integration made the discussion on the low competitiveness of Greek economy 

unavoidable. The public had to learn that the major political parties in the country have corrupted 

their clienteles by massively offering them jobs in the expanding state administration. In addition, 

politicians have bought political support by generous salary and pension policies. For decades the 

Greek state has indulged into excessive spending on defense without having the budget resources 

for the purpose. In the same time, governments have tolerated the notorious inefficiency of the tax 

collection. Consequently, year after year the budget expenses could not be financed by tax revenues 

in the frame of the required less than 3% budget deficit.  

The financial disaster was concealed by the state statistics in order to make the country’s 

joining the Eurozone possible. Thereafter the manipulation of data about budget deficits became 

business as usual for Greek governments. The announced budget deficit of Greece for 2009 was 

6.0%. Precise calculations of Lane (2012: 56) brought the sobering result that the budget deficit of 

the country in this year of severe global crisis was 12.7% at least. The explanation for the 

systematic manipulation of the state statistics is not related to the Eurozone rules alone but to the 

expectations and reactions of the Greek electorate as well. It supported economically unsound 

policies. Manolopoulos (2011: 81f) provides the evidence that just the mentioning of the need for 

strict state budgeting used to meet well organized protests. The losses of tourism and shipping 

during the global crisis of 2008 and 2009 were only the trigger of the Greek sovereign debt crisis. 

Its causes were at work long before.    

Therefore, important conditions for the sovereign debt crisis of some Eurozone countries and 

particularly of Greece were to a high extent prepared by flaws in the legislation and in the 

functioning of the European Union itself. Greek economy has been mismanaged under the 

administrative umbrella of the Union and by misusing large EU subsidies.  This became possible 

due to the neo-liberal philosophy of the Treaty of Maastricht. The stress on the advantages of 

economic integration was not matched in the Treaty by considering the necessary political 

integration and regulation of the economic processes.  

Learning from the global crisis, politicians from the Northern members of the Eurozone 

became less and less willing to neglect perpetrations against the Maastricht criteria in the South of 

the Eurozone. The disparity between the appeals for strict control on national budgets and the 

opposition against the deepening of the European political integration could not be tolerated any 

more. This disparity blocked timely and efficient decisions and actions for balancing the 

instrumental and ultimate rationality of the Union.          
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3.4 Linking the cognitive and practical rationality 

The complexity of the sovereign debt crisis was the major reason for the long time needed for 

EU institutions to reach a consensual assessment of the looming default of Greek finances. The 

questions to be answered were of profound relevance for the European integration: What would be 

the impact of a spontaneous or orderly default of the Greek state on Greek economy and society? 

What would be the impact of the Greek’s state potential default on other members of the Eurozone? 

What would be the impact of the potential default on the European Monetary Union? Last but not 

least, the dynamic situation repeatedly raised the question concerning the solidarity of the EU 

member states. Is it a guideline for practical policy or just subject for diplomatic talks? 

The questions made the development of a shared basis of cognitive rationality difficult. The 

conclusion was that the Greek case is a test for the viability of the European Monetary Union 

indeed. The potential default of the Greek state was defined as an immediate threat to the Eurozone 

and to the European Union. However, the practical rationality in designing and implementing plans 

for resolving the sovereign debt crisis had to be still attained. The crisis management had to become 

collective responsibility of the EU member states and organized correspondingly. The crucial 

argument was that the denial of support or the insufficient support to the Greek state finances would 

undermine the financial systems of the lender countries and the trust of investors in the Eurozone 

generally. Another argument was that the denial of collective support or its delay could provoke a 

chain reaction (“contagion”) of defaults by other members of the currency union. Thus, the stress on 

the possible destructive impacts of a controlled or spontaneous default of the Greek state on the 

Greek and international finances became the major conclusion from the assessment of the crisis. 

Nevertheless, some analysts continued to believe that an orderly default and the re-

introduction of the drachma could be a better strategy for dealing with the crisis. Their major 

argument was and remains that the devaluation of the drachma could make the stabilization of the 

Greek state finances rather painful in social terms but faster and more efficient. The counter-

argument was not focused on the potential local pains of the deep inflation but on its consequences 

for the money-lenders. In fact, in the case of a spontaneous or orderly default of the Greek state 

leading banks in France and Germany would lose large portions of the credits. What followed in the 

deliberations and the practical actions could be largely explained by this consideration. Another line 

for explaining the events might be linked to the issue that the leaving of the European Monetary 

Union by a member of the Union or the case of a member being expelled from it was not dealt with 

in the Treaty of Maastricht. Moreover, the majority of the Greek population did not want to leave 

the Eurozone. Lynn (2010: 223f.) outlined the two organizational options on the agenda. The first 

one was the coordinated action for financial support to the Greek government. Changes of the 

Maastricht organizational construction were needed for the purpose since the principle “no bailout” 

of indebted-member states was clearly formulated in the Treaty. The second option was the radical 

questioning of this construction with the unavoidable consequences for institutions, countries and 

the Union.       

Thus contrary to the neo-liberal spirit of the Treaty of Maastricht the interventionist policy 

turned out to be the only realistic option for the Union. Bastasin (2012) links the long deliberations 

with the difficulties in reaching a satisfactory level of practical rationality in balancing the national 

interests with the interests of the Eurozone. The first step in this direction became the establishment 

of the European Financial Stability Facility in May 2010. On this institutional basis the 

International Monetary Fund, the Eurozone countries and the European Central Bank offered a 

rescue package of €110 billion to Greece. The decision came about in the moment in which the 

yields on the Greek governmental bonds already skyrocketed. Nevertheless, the European Central 

Bank decided to buy the bonds despite their junk status.  
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This strong support to the Greek government became possible after it announced far-reaching 

austerity measures including reduction of employment and wages in the public sector, changes in 

the pension system, increase of VAT and privatization of publicly owned companies. The measures 

provoked riots. The major political argument of the rioters was that the country had given up its 

fiscal sovereignty. The argument could not be questioned. The international financial support had 

the condition to allow tighter budgetary control of Greek finances by EU institutions. This implied 

deepening of the economic and political integration in the Eurozone and thus in the European 

Union in the longer run.  

The decision of the European Central Bank of July 2011 to offer credit lines to Eurozone 

countries having difficulties on the financial markets became a milestone in this direction. The 

decision followed the substantial increase of the funding available for bailout measures.  In this way 

the deepening of the European political integration became acceptable. Meanwhile it was already 

clear that the Greek state would need another larger bailout package in order to avoid default. The 

agreement for this second €130 billion bailout package came about in Feb. 2012 by following the 

decision for a second wave of austerity measures in Greece. Another condition was the deal of the 

Greek government with private lenders to reduce the Greek governmental debt to them by 53.5%.  

Thus the European Union expanded its organizational capacities for handling critical financial 

situations of member states. In 2012 the temporary European Financial Stability Facility (EFSF) 

was replaced by the permanent European Stability Mechanism (ESM). This became possible after 

the European Council – with the exception of the United Kingdom - took decisions allowing stricter 

financial control by the EU on the budget policies of the member states.   

The availability of the European Stability Mechanism made the dramatic debates on the need 

to counter the looming default of the Greek state in 2015 by a third bailout package of €86 billion 

better structured. Nevertheless, it was difficult to take a well-balanced decision after two general 

elections and a referendum in Greece. They were accompanied by a series of extraordinary 

meetings of international bodies which have not eliminated the potentials for critical development. 

The crisis of the Greek economy continues. The possibility for state default has not been eliminated.  

3.5 The balance of procedural and resultant rationality 

The critical financial processes in the Eurozone signaled about substantial flaws in the legal 

basis of the functioning of the European Union. The need for administrative intervention by 

changing the principles of the Maastricht Treaty uncovered the organizational vulnerability of the 

Union. The hesitations, the long delay in the decision-making and the open or hidden opposition 

against the rescue measures for Greece made deeply rooted problems of the European integration 

manifest. In terms of the procedural rationality the problems are intrinsically related to the 

predominant model of political ‘muddling through’ as Bendor (2010) argues.  This principle has 

guided the management of the European integration under various critical circumstances. However, 

the possibility not to reach sufficient resultant rationality in the handling of the sovereign debt crisis 

became an existential challenge to the Eurozone. Symptoms of strategic crisis were diplomatically 

neglected but became manifest and threatening. But the decisions were primarily guided by the fear 

that there could be greater losses for member states if the support to crisis stricken Greek national 

economy would not be provided.  

Nevertheless, some experts argue that the financial support to the Greek state had come too 

late and was bound to relatively high yields together with austerity measures. Andini and Cabral 

(2013) stress the point that both hinder the very much needed acceleration of the economic growth 

in Greece, in the Eurozone and in the European Union as a whole.       

The support provided to the Greek government by public agencies raises delicate issues 

concerning rationalities and irrationalities in the public-private partnerships. The support was 
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intended to secure bearable yields to credits provided to the Greek government by private 

institutions. Therefore, politicians had good reasons to appeal to the private financial institutions to 

share the measures for support to the Greek state.  The success of this arrangement is a substantial 

achievement in strengthening the rationality of the crisis management.   

3.6 Short-term and long-term rationality of crisis management 

Besides the very much needed short-term effects, the management of the Eurozone sovereign 

debt crisis is expected to influence the long-term rationality of the EMU management as well. This 

effect has been partly achieved with the establishment of the permanent European Stability 

Mechanism. Its task is to closely supervise the financial policies of the Eurozone member states. In 

addition, the ESM is authorized to support banks which need capital. In this way the handling of the 

Greek sovereign debt crisis became a turning point in the upgrading the organizational rationality of 

the European Union. This is not the best wish of all politicians in EU member states. The deepening 

of the European economic and political integration is questioned by large shares of voters in the EU 

too. The crucial practical problem to be dealt with concerns the tremendous amount of funding 

needed for the ESM for coping with destructive financial developments in large economies of 

member states. The issue will remain on the agenda of the European Union in the long run.  

If euro-bonds could offer long-term stabilization of the finances in the Eurozone is still to be 

clarified. Holoubek (2013) sees the key issue in the organizational framework of issuing and use of 

the bonds. In fact, this cannot be efficiently done without an institution playing the role of European 

Ministry of Finance. It should have the right to control the state budgets, fiscal policies and 

international competitiveness of the EU member states. The establishment of this mechanism could 

become a decisive step in the direction of European integration. However, given the rising 

Euroscepticism further centralization of the fiscal policies in the EU will be difficult to achieve. The 

prospects of the European economic and political integration are not bright in the short run at least. 

The banking union is a major step in this direction. However, Beck et al. (2012) foresees substantial 

difficulties in the functioning of the banking union as a key mechanism of the European integration. 

4. Conclusions 

The application of the analytical rationality concept as an organizing tool in the study on the 

sovereign debt crisis in the Eurozone passed the test for productivity in two respects. First, the 

concept proved to be an efficient instrument in the analytical decomposition of complex situations 

of problem-solving activities. Second, the decomposition opened the way for systematic substantive 

analyses and conclusions concerning the case under scrutiny. The analyses offer a detailed view on 

achievements and flaws of the EU crisis management. It started with delay and hesitations although 

the profound nature of the crisis became clear soon. Nevertheless, its management continued to be 

chaotic and at times mostly panic driven. Only slowly visions and strategies for upgrading the 

rationality of the Union as supranational organization came about. The crucial turn in the upgrading 

became the de facto establishment of the contours of European Treasury. The innovation was 

undertaken in an ad hoc manner under the pressure of circumstances. This happened since the 

search for short-term rationality prevailed over the search for solutions guided by long-term 

rationality. This is an indicator for deficits of strategic visions concerning the Eurozone. 

Nevertheless, the actions undertaken in the course of the crisis prevented the explosion of 

organizational disarray in the Eurozone itself and beyond its boundaries. This is a crucially 

important conclusion from the structured analysis of the interplay of rationalities and irrationalities 

in the handling of the crisis. Pointing out only on the deficits in the crisis management as Semenjuk, 

Treeck and Truger (2011) do is a one-sided approach to the issues.   
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All measures and innovations notwithstanding, the sovereign debt crisis in the Eurozone 

continues by reproducing well known sources and by bringing new rationalities and irrationalities. 

Some of them have their roots in the very design of the European Economic and Monetary Union. It 

still needs a democratically legitimated body specialized in the timely identification of emerging 

risks and in the fast and efficient decisions and actions to deal with them. The obstacle is the strong 

dependence of the national governments on their national constituencies. This circumstance 

determines the strong and often dominating sub-systemic rationality of the EU member-states. It has 

so far prevented the upgrading of the systemic organizational rationality by matching the advanced 

economic integration in the Union with deepening political and administrative integration as Togatti 

(2011) insists on. The crisis provided the evidence that a more sophisticated political integration is 

needed for the handling of the challenges. A central part of them are related to the different 

international competitiveness of the national economies of the EU members. The permanent 

European Stability Mechanism is an organizational achievement for dealing with the issue but it is 

still focused on mitigating the effects of the deep economic disparities. 

Therefore, the strategy of the Union for management of the economic imbalances between the 

member states still has to be operationalized and carefully implemented. Otherwise the imbalances 

will continue to reproduce critical situations as this happened with the Greek sovereign debt crisis. 

The promising direction of the problem management seems to be clear. The domestic demand in 

trade surplus running countries should be fostered, while the opposite should be the case with the 

national economies running trade deficits. Only common European institutions could implement 

this type of concerted action. They will have to carry out step by step integration in the wage and 

taxation policies as well as in the social policies. In this way the instrumental rationality of the 

reform measures could be coordinated with the value-oriented ultimate rationality of the European 

integration.  

The introduction of the European Stability Mechanism is intended to strengthen the 

organizational response to the problems under scrutiny. However, the response itself raises 

fundamental questions: Which social groups or which states would profit most from the concerted 

efforts for balancing the national economies in the European Union?  Which social groups and 

which states are going to lose in comparative terms? The issue is complicated since the regulation 

of the international financial flows cannot be internal task of the European Union alone. Nordvig 

(2014) raises the issue about the necessary linkage of the Eurozone crisis management with global 

regulation mechanisms needed for avoiding recessions like the global financial and economic crisis.   

Another lesson from the dealing with the Greek sovereign debt crisis concerns the 

identification and handling of responsibilities. The population of Greece has been collectively 

victimized by the austerity measures. Is the population of the country the major actor who brought 

about the crisis? One may argue in this direction by referring to national work habits, consumption 

patterns, etc. But the decisions to comply with these habits and patterns in state budgeting have 

been taken by politicians in a representative democracy. These decisions have been supported by 

international money-lenders who just wanted to make profit. So, who are the individual actors to be 

blamed for the organizational irrationalities and for their undesirable consequences of handling the 

crisis mostly by austerity measures? The question concerns the need to change organizational 

patterns which bring about massive injustice. The change of organizational patterns should allow 

success of the efforts to identify, reward or punish individual and collective rationalities and 

irrationalities in orientations, decisions and actions.  

The organizational issues discussed above are existentially important for the everyday life of 

the citizens in the European Union. But one may be struck by noticing the fact that the citizens have 

been only exceptionally involved in discussions and decisions concerning the sovereign debt crisis. 
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The only exception was the referendum in Greece in 2015. Its outcomes became a telling 

confirmation of the deep discrepancies between public preferences and EU policies. This example 

raises the question about the deficits in democracy in the handling of the sovereign debt crisis. This 

is a fundamental open question. The members of the Greek parliament together with their voters 

had to accept and implement policies decided and designed outside of the country. 

Some strategic decisions in the sovereign debt crisis management deserve special attention. 

Experts from the IMF like Blanchard (2011: XIII) consider the private demand as more efficient 

mechanism for handling the sovereign debt crisis than austerity measures. The key argument is that 

economic growth is the only promising solution of the fiscal troubles in the long run. Moreover, 

austerity measures socialize the negative effects of individual or group decisions. In reality, there 

are identifiable individuals, groups and organizations having substantially profited from the policies 

which caused the crisis. Paradoxically, these actors remain least hit by the austerity measures which 

socialize the negative effects of their decisions. The same individuals and groups tend to profit from 

the public-private partnerships in resolving the sovereign debt crisis. How far this pattern of crisis 

management corresponds to the expectations for social justice – the question remains open. This 

applies to a series of questions concerning the procedural and resultant rationality and the related 

irrationalities in the handling of the Eurozone crisis too.  

The intensive debates about rescue packages and European integration only make sense if the 

exclusion of highly indebted and less competitive states from the Eurozone would not be more 

efficient handling of the sovereign debt risks. It is still an open question if the re-introduction of the 

national currency and its depreciation would not be a cheaper and faster remedy for balancing the 

national economy. The establishment of the European Stability Mechanism is not an obstacle 

preventing actions in this direction. To the contrary, the ESM could provide the organizational 

conditions for orderly defaults of highly indebted states. This is just one example that the criteria 

for evaluation of the crisis management measures still need time to be well elaborated and applied.  

The major lesson from the above discussions fully coincides with the strong requirement of 

Paul Krugman (2012: 166f) to focus the management of internal and external challenges to the EU 

on the fostering of economic growth. Efficient budget consolidation at the level of the EU member 

states and the EU itself is best possible under the conditions of economic growth and rising 

employment. More precisely, the crucial issue is the fostering of economic growth in the Eurozone 

countries which are worst hit by the sovereign debt crisis and go through economic recession in the 

same time. The resolution to this double-sided issue by joint systemic and sub-systemic efforts is the 

crucial test for the practical relevance of the European solidarity. Well designed and implemented 

policy of Eurobonds together with the fiscal union could probably become the platform for 

strengthening this solidarity. Without it the European integration might run into repeated crisis 

situations.  

Numerous measures for strengthening the European solidarity might be carried out in local 

contexts. However, the local measures can be only successful in the long run and mobilizing 

enough if the European integration can show success in resolving both all-European and local 

issues. The mastering of this task requires imagination, rational calculation and decisive action. The 

analytical work and the practically oriented discussions will have to further elaborate on links and 

differences between the cognitive and practical rationality. It is a challenging and promising future 

task to comparatively analyze sequences of efforts to manage the dynamics of crisis situations by 

applying the same differentiated analytical concept of multiple rationalities. This type of 

cooperation and coordination would be timely since Trenz, Ruzza, Guiraudon and co-authors 

(2015) warn that multiple irrationalities are still waiting for the coming efforts to strengthen the 

economic and political integration of the European Union.         
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