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Introduction

This paper is a summary of my  MA thesis that utilised discourse theory in ana-

lysing the construction of the European ‘sovereign debt crisis’ narrative in 

spring 2010.1  It charted the trajectory of the narrative and examined the politi-

cal subject positions within it  to outline the hegemonic political economic dis-

cursive practises that structure the political economic order in Europe. The pa-

per argues that the European ‘sovereign debt crisis’ was constructed to fill the 

lack of an absent neoliberal order, constructing a fiscally reinforced neoliberal 

political project aiming at reducing the European automatic stabilisers. The 

narrative has subsequently legitimised austerity policies all around Europe.

I will first briefly elaborate on the theories, the data sources and the used 

methodology before elaborating on the primary results of the study. The con-

clusion pulls together the central observations.

The theoretical framework

The study utilised Colin Hay’s model for the discursive construction of crisis,  

emphasising the narrativity of crisis and conceptualising crisis “as a politically 

mediated moment of decisive intervention and structural transformation...in 

the process of institutional change.”2  Crises are subjective representations, 

constructions of perceived failure, framed through narrative and discourse.3   

A crisis construction must, according to Hay, be “sufficiently  flexible to ‘nar-

rate’ a great variety  of morbid symptoms while unambiguously  attributing 

causality  and responsibility”4  in a way that often has very  little similitude to 

the contradictions and failures they intend to narrate. 
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Ernesto Laclau’s political discourse theory stresses the inextricably  linkage of 

socially constructed meaning, interpretation and praxis.5  The social is discur-

sively  constructed and not given a priori.6 For Laclau articulation means “any 

practice establishing a relation among elements such that their identity is 

modified...”.7  Discourse is the “systems of meaning and practice that consti-

tute the identities of subjects and objects.”8  To hegemonise a content amounts 

to fixing its meaning around a nodal point, developing from any contingent 

possibilities.9  A perceived ‘objectivity’ arises from a decision to articulate 

some element together while simultaneously  repressing other possible alterna-

tives. The perceived objectivity is thus formed as a power relationship and the 

repressed alternatives tend to vanish over time. As a result the decided articu-

lation appears as a necessity.10  Discursive political analysis aims at revealing 

the radical contingency of the ostensible objectivity, i.e to “reinsert it in the 

system of real historic options that were discarded…” 11

By using political discourse analysis, the aim was to overcome the idea of the 

economic being at any point ontologically disembodied from any discursive 

political project. Furthermore, it  enabled to examine the actors, whether politi-

cal or financial, as participants in political projects striving to articulate exten-

sive numbers of social signifiers around themselves to discursively  frame the 

new normative during an economic failure.12 

The starting point was to analyse the discourses during a structural dislocation, 

which was conceptualised as an economic failure, the financial crisis, in an 

3



established neoliberal political economic order. According to Hay, when the 

state’s structural continuity or legitimacy is threatened, for instance in eco-

nomic failure, a greater level of state agency and cohesion can be realised, if a 

“discursive unity is reimposed upon the disaggregated structures and institu-

tions of the state.”13 Relative stability and tranquil periods are legacies of for-

mer crises which, according to Hay, “set the parameters within which the 

agencies and institutions that give effect to state power must operate.”14  A 

structural dislocation shatters the entire field of the social, causing a distur-

bance in operational power as well as inducing an identity crisis of the 

subject.15  The financial crisis of 2007 sent shock waves throughout an institu-

tionalised neoliberal order, dislocating a neoliberal social structure that had 

been seemingly stable prior to the crisis. This triggered a response from vari-

ous antagonistic forces aiming to recompose a dislocated structure around par-

ticular nodal points.16 

Data sources and the methodological framework

The material consisted of the Financial Times coverage supplemented by pol-

icy  pronouncements, speeches, research reports and additional mainstream and 

specialist media coverage. The reason to choose this material was twofold: 

first, it is important to examine the public debate during a structural disloca-

tion. Second, much of the material, for instance, the European Central Bank 

(ECB) minutes or any ‘behind closed doors’ negotiation reports are impossible 

to obtain due to the non-transparent nature of European political economic de-

cision making. The primarily  focus was from January 2009 to May  2010, al-

though the trajectory of the narrative was traced from 2007 onwards.  
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The material was grouped according to the crisis related fiscal policy  stances 

and the advocated structural and conjunctural modes of political rationality, 

i.e. responses to systemic failure where the institutional form is fundamentally 

transformed or a solution is sought within the pre-existing structures of the 

regime.17  The study examined in detail the European Monetary  Fund debate 

(March 2010), the discourse regarding the International Monetary Fund's 

(IMF) involvement in the Greek ‘rescue operation’ (spring 2010) and the ad-

vocated fiscal policy stances particularly  by the European Commission (EC) 

officials, the ECB officials and the sovereign politicians. Analysed actors con-

sisted of IMF officials, ECB officials, with a special emphasis on the articula-

tions by Trichet, EC/EU civil servants and the articulations by Rehn and Bar-

roso. Other examined actors included sovereign politicians, with a special em-

phasis on the articulations by Sarkozy, Merkel, Papandreou and Osborne, as 

well as credit rating officials (Moody’s, Finch, Standard & Poor). 

A short trajectory of the fiscal meta-narrative

In the immediate aftermath of the financial crisis the US and the UK govern-

ments’ discursive subject  positions were predominately mainstream Keynesi-

an,18  advocating monetary and fiscal ‘stimulus packages’ and disregarding the 

increasing fiscal deficits because of the ‘exceptional economic situation’.19 

The G20 called for co-ordinated global fiscal stimulus measures at the Wash-

ington meeting in November 2008,20  however, by June 2010 the tone was al-

together different, calling to halve the fiscally induced budget deficits by 

2013, while giving each country latitude to cut  spending at its own pace.21  The 
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G20 agenda thus shifted in less than two years, from an outwardly coordinated 

expansive ‘financial crisis response’ to contractive sovereign fiscal policies. 

The discursive shift  was notable in the examined material. During 2008 fiscal 

expansion was predominately linked to the financial crisis and the contingent 

government stress over the liabilities for delinquent bank debt. Although the 

European (and global) post-financial crisis recovery remained fragile, by late 

2009 the discourse had however centred around a meta-narrative of an exit-

strategy from post-financial crisis expansionary fiscal policy. This was an ac-

cepted reality for all the examined actors, demanded by  the EC and advocated 

by the ECB.22

By the time the EC condemned Greece for falsifying data on its public fi-

nances in January 2010, invoking increased market jittery, ‘excessive’ levels  

of sovereign fiscal debt was to a large extent considered to be problem.23  Al-

though it could have been dealt with at time, I suggest that the early  Greek ‘li-

quidity problem’ became a discursive sideshow concerning the post-financial 

crisis fiscal order in Europe. It enabled the examined political projects to pre-

sent their particular objectives as those, which carry  out the filling of the lack 

of European neoliberal order and regularity. In other words, the examined po-

litical projects benefitted in each particular way through participating with the 

meta-narrative, whether to regain prestige24  or old power-struggles,25  to advo-

cate hawkish fiscal rigidity,26  to win a ‘deficit-cutting’ election,27  to enforce 

the Stability and Growth Pact rules,28 or merely to advocate nationalism.29 
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The identification of the post-financial crisis ‘fiscal failure’

There was an acknowledged distress already in 2008 among the financial sec-

tor regarding a possible ‘ultra-safe’ state failure due to a post-financial crisis 

overextension of governmental fiscal responsibilities.30  I suggest that the 

mainstream Keynesian financial crisis responses, for instance, the stimulus 

measures and the prioritisation of automatic stabilisers at the expense of fiscal 

deficits coupled with an uncertainty in the inclination of government spending, 

represented a structural uncertainty  and quite possibly an existential threat for 

many, especially in the financial sector.31  The mainstream Keynesian financial 

crisis responses violated market-driven rules and identities.32  

Hay highlights the importance of the “construction of the moment of crisis as 

a moment of crisis,”33   involving “active display  of agency by actors or bodies 

which have some autonomy at the level which the crisis is identified.”34  For 

instance, the material established the EC as the prime articulator of a ‘Greek 

crisis’, centred on Greek sovereign economic mismanagement and its diver-

gence from the institutionalised European ‘rules’. This directed the discourse 

away from the underlying structural causes or the need for changes in the neo-

liberal European macroeconomic policy  framework.35  Following Hay, the 

“disparate effects of a great variety of independent policy failures and contra-

dictions”36  were thus abstracted and narrated in a simplified discourse. This 

narration was beneficial for the EC as it enhanced its political power to en-

force the European ‘rules’, for instance, the Stability and Growth Pact deficit 

limit. Although this narration has subsequently spiralled out of hand, at the 

time it was also beneficial to the examined sovereign politicians in as much as 
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it validated an arms-length distance to political responsibilities, especially 

over central sovereign and international economic processes and policies.

The distress regarding an overextension of governmental fiscal responsibilities 

was in the material first articulated by the financial sector.37 The overextension 

was essentially  a consequence of the public bail-outs in the private financial 

sector.38  I argue that it was in this context that the automatic stabilisers, espe-

cially  the public transfer mechanisms, became perceived as a ‘fiscal failure’, 

rather than as counter-balancing stabilisers in a downturn. Mainstream 

Keynesian post-financial crisis stimulus measures that advocated public inter-

est had to go. 

I suggest, that the examined political projects, the ECB, the sovereign politi-

cians, the EC/EU and the IMF associated with the perceived ‘fiscal failure’ 

narrative of the financial sector.  It enabled the preferred sovereign and/or re-

gional structural neoliberal unity  to be ”reimposed upon the disaggregated 

structures and institutions”39  within a post-financial crisis Europe.  Whether 

the actors were aware of it or not, the discursive nodal point in the material 

was to restore an institutionalised European neoliberal unity, ruling out  any 

meaningful discourse regarding structural changes in the European political-

economic order.40  Furthermore, it enabled the examined actors to advocate 

their particular agendas within the ‘fiscal failure’ narrative, enabling it to spiral 

into uncountable re-articulations, subsequently constructing the hegemonic 

discourse of the European ‘sovereign debt crisis’. The automatic stabilisers 

were a favourable target in a treaty-bound European macroeconomic policy 
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environment, where, for instance, the 3% SGP limit for public deficits had 

long been a difficult target to meet, despite continuous cuts in public spending 

already before the financial crisis.41 

The construction of the European ‘sovereign debt crisis’ narrative

The European ‘sovereign debt crisis’ could not be politically narrated without 

constructing it as an objectivity that was external to the dislocated neoliberal 

structure, the financial crisis, and the institutionalised structure of European 

governmentality. Following Laclau, this concealed “the traces of original 

contingency...its original dimension of power.”42  Therefore, the European 

‘sovereign debt crisis’ narrative became externalised of its historicity and its 

contingent political power relations and constructed first  as a crisis of sover-

eign fiscal overextension, signifying the absence of an ideal neoliberal regular-

ity. A deviation from the ideal order was predominately represented as corrup-

tion, misery, chaos, laziness or decay. Such narration legitimises a power 

structure that secures an overall context that favours the reinforcement of 

binding and, in this context, essentially ideological ‘credible rules’, which 

limit sovereign or regional political economic room for manoeuvre.43 It ampli-

fies the power of any  ‘independent’ authority, such as the ‘independent’ central 

banks and international financial institutions, the private credit rating agencies, 

as well as the private markets. 

As an empty signifier, signifying everything yet nothing, the European ‘sover-

eign debt crisis’ (and its sovereign variations), is usable when public legitimis-

ing is needed for an intensified neoliberal social ordering, for instance, gov-
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ernment downsizing, public spending cuts or further privatisation. Such usage 

was extensive in the material.44 Even where such social ordering is opposed, it 

reinforces the hegemonic power of the empty signifier.  The construction has 

made it possible to reduce concrete social agents - to whom the sovereign poli-

ticians are accountable - to mere fiscally wasteful economic categories. This is 

an antagonism in as much as it  denies the democratic identity of the social 

agents. The outcome of this antagonistic process has been dialectical in as 

much as the negativity experienced by the social agents has been reduced to 

”the mere appearance of an ‘objective meaning’ which escapes them.”45  This  

legitimates an objectified neoliberal political project, in which particular po-

litical projects are able to justify  austerity  policies whether they are needed or 

not. 

Restoring the neoliberal order was beneficial in each particular way for the 

examined discursive actors. Whether the actors were aware of it or not, it  was 

therefore a unitary political project. As a result, the European ‘sovereign debt 

crisis’ was constructed as a nodal point for an absent neoliberal order. To con-

cur with Colin Leys, “politics are no longer about managing the economy to 

satisfy the demands of voters... [but] about  getting voters to endorse policies 

that meet the demands of capital.”46 

In a large part  of the developed world, the ‘age of austerity’ now replaces a 

pronounced post-financial crisis era of ‘big government’. The momentum for a 

change from deregulatory neoliberalism with its market-driven politics to a 

political economic regime more suitable to curb macroeconomic volatilities 
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and inequalities seem lost for the time being.47  The European ‘sovereign debt 

crisis’ narrative has a profound structural influence on the form of the region 

and beyond, integral to the further evolution of the neoliberal regional and 

global structures.48  The public discourse regarding changes in the structural 

European political economic model has been diluted, enforcing partisan popu-

lism that strengthens the hegemonic narrative. The underlying policy funda-

mentals remain unaddressed, for instance, the limited macroeconomic objec-

tives pursued by the ECB, now intensified by the reinforced SGP predeter-

mined budget deficit limit. Moreover, the narrative has watered down the dis-

course of wider post-financial crisis systemic changes (for instance, the Basel 

III). It is ‘a good crisis’ for neoliberal status quo interests, but not for the 

austerity-ridden public interest. 

Conclusion

The financial crisis mainstream Keynesian responses represented a structural 

dislocation in the neoliberal order. It was in this context that the European 

automatic stabilisers, particularly  the public transfer mechanisms, became 

identified by the financial sector as a failure of governmental fiscal policy. The 

‘fiscal failure’ narrative was acted upon by the examined discursive political 

actors, the ECB, EU/EC civil servants, IMF officials and the examined sover-

eign politicians. The European ‘sovereign debt crisis’ became constructed as a 

nodal point for an absent neoliberal order, constructing a fiscally reinforced 

neoliberal political project aiming at reducing the European automatic stabilis-

ers. This was according to a preferred historical and institutional neoliberal 

unity  that could be reimposed upon the disaggregated structures and institu-
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tions within a post-financial crisis Europe. The European ‘sovereign debt cri-

sis’ has reconstructed the global neoliberal order where the market – and the 

rating agencies – have reclaimed their hegemony over public policy. 
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