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Analysis of the Euro Crisis
Introduction
The Euro crisis or the European debt crisis is a multi-year debt crisis that started towards the end of 2009 and spilt over to the subsequent years. The euro crisis swept over the entire European countries and this resulted in a financial crisis that affected the operations of most of the European countries. The euro crisis can be attributed to the lack of an effective mechanism or institutions that are necessary in the prevention of the buildup of the macroeconomic factors or fiscal imbalances as is the case with other countries (Armingeon & Cranmer, 2018). The countries were not prepared adequately in case they were faced with such a financial crisis and thus did not have a proper mechanism in place to prevent this. The end result was the economy of most of the European nations being thrown into turmoil as they struggle to cope with the debts and inflations that had rocked the union. The Euro crisis can also be linked to the lack of a common Eurozone institution that could be used to absorb the shocks that the countries may experience. The European Union had not set up a specific Eurozone institution that will be used by all the countries in absorbing the effects of economic turmoil. It is important to note that the euro crisis took a number of years before being dealt with effectively and the effects that it had created being wiped out completely.
The Impact of the Three Factors in Bringing About the Euro Crisis
Budget Deficits and National Debts
The Euro crisis was a period in which most of the European countries experienced a collapse of financial institutions, high government debt and rapid rise in bond yields spread in government securities. The financial institutions collapsed and thus were unable to sustain financial services across the countries. There was no regulation of the financial situation in the country because the financial institutions were not there. There was an increase in the debts that the government had and this further worsened the issue of the Euro crisis. In terms of budget deficits and national debts, the Euro crisis was first noticed when the world realized that Greece could not be able to pay its debts in 2009 (Brutti & Sauré, 2016). 
This was later to worsen in the following years as more and more countries fell into debts. In 3 years’ time, the issue of national debt had escalated, thus affecting Portugal, Italy, Ireland and Spain. These countries were the most affected as they could not be able to sustain the budgets that they had out in place and thus sought to rely on their partners. The start of the crisis signified the close of the cross-border capital, and therefore, countries found themselves staring at huge budget deficits. The collapse of the financial institutions meant that country could not be able to sustain themselves financially and also undertake most of their projects. The above countries, therefore, had to rely on the European Union partners such as Germany and France to offer them financial bailouts. 
This is a matter that increased the overall national debt of these countries as they had to repay the funds after the crisis had subsided (Brutti & Sauré, 2016). This led to an agreement between the countries in terms of how they will repay their debts both to the individual union members and the European Union at large. The budget deficits and the national debt led to most of the sectors in these countries to be affected as the projects that were in place had to be suspended for some time. The major focus was now on the revival of the economy of the countries that had suffered immensely as a result of the crisis.
Balance of Payments
The Euro crisis greatly affected the balance of payments of most of the European countries and especially those listed above. This is because several measures had to be taken once the crisis started. The balance of payment is a record of all transactions that take place between the residents of a country and the rest of the world. It is usually referred to as the difference in the total value between payments into and out of the country. This is an important aspect as it enables a country to know of the kind of transactions that they are having and whether or not they are benefiting from it (Hall, 2018). 
The Euro crisis thus had a big impact in the level of transactions between the countries. It resulted in the closure of the cross-border capital, meaning that there were no cash transactions that were to be made between different countries. This was done to deal with the challenges that had affected the countries individually. The balance of payment of countries such as Portugal and Spain were affected greatly because there were no transactions that were taking place and the fact that they could not be able to add funds to their balance of payment. They needed to be helped through financial bailout and this would mean that the balance of payments was to be affected on one side. 
They could not be able, for example, to export enough products that would result in addition to credit to their balance of payments. The fact that they were now incurring huge debts also meant that the balance of payments was to be disadvantaged in one way or another. The amount of money that the countries were getting as compared to that they were giving out was rather small and this led to a get imbalance in their balance of payments (Hall, 2018). The level of transactions also dipped significantly thereby causing a lot of problems. Therefore, the Euro crisis negatively affected the balance of payments of several countries in the European Union.
Social Expenditures
The social expenditures of most of the European countries also had a lot of impacts on the beginning of the Euro crisis and in fueling the same thereafter. Social expenditures are a measure of the extent to which countries assume responsibility for supporting the standards of living for disadvantage or vulnerable groups (Hodson & Puetter, 2016). In European countries, many people are either living below the expected living standards or are vulnerable in one way or the other. Therefore, they find themselves needing assistance to pull through the challenges of life. The governments, therefore, carry out social expenditures to assist such people through improving living standards.
 Social expenditures include cash benefits, direct in-kind provision of goods and services and tax breaks. Most of the countries had resorted to spending on the most vulnerable members of the society in a bid to ensure that they live a proper life. This meant allocating a part of the country funds to the social spending program. The average spending that was witnessed before the crisis totaled up to 5%. This increased significantly with the onset of the Euro crisis as the average spending in terms of social expenditures reached an average of 22%. This is because most members of the society were hard hit by the Euro crisis and thus could not cope up with the challenges that had been bought by the crisis (Otjes & Katsanidou, 2017). 
The greater need for social support meant that the countries had to spend a lot to assist the people. Therefore, they strove to utilize the little that they had to ensure that the people were not dying of hunger and other issues. This put a further strain on the countries in terms of their financial situations and fell as a result of the crisis. The number of people affected by the crisis was significant and this meant that the spending levels in countries such as Spain, Portugal, Ireland and Italy increased significantly.
Graphical Comparison of the Factors in the PIGS Countries Vs. Other European Countries such as Germany and France


The graph shows the level of budget deficits and national budgets for the PIGS countries as compared to that of Germany and France. It is important to note that the level of the national debt and budget deficits increased significantly as a result of the euro crisis. This is shown by a sharp increase over a period of time. This is different from that of Germany and France, who were able to withstand the challenges of the Euro crisis and thus offered bailouts to these countries. Their levels of budget deficits and national debts thus recorded a slight increase as compared to the other countries. Thus, the factor had a hand in further worsening the crisis.

The balance of payments for the PIGS countries were adversely affected by the euro crisis. They could not be able to match the inflows and the outflows and this resulted in a balance of payment that was generally imbalanced. From the graph, the gap in the balance of payment can be seen to increase significantly over a certain period as the Euro crisis continued to worsen. This is different from the balance of payments of Germany and France that were relatively stable and only changed as a result of the bailout that they offered to the countries. The amount of money given to the countries meant that they got less than they gave for the period and this resulted in some changes in their balance of payments. The balance of payments can, therefore, be said to have contributed to the Euro crisis getting even worse as time went by.

In terms of the social expenditures of the countries, they recorded a sharp increase in the amount of money that they spent on social support. This is because the crisis led to most people being unable to sustain their lives and this forced the government to come in and support them. The four countries social expenditure shot up drastically and this is evident in the graph above. The same cannot be said of Germany and France as they were not profoundly affected by the euro crisis and thus the only recorded a slight or minimal increase in social expenditure. They were able to cushion their citizens early enough and thus needed no additional funds to support them. Therefore, social expenditure ranks highly in terms of fueling the crisis even further.
Conclusion
The Euro crisis that spanned over four years is considered to be one of the greatest financial crises to have hit the world and, for that fact, the European Union. The collapse in financial institutions meant that the finances in the country could not be regulated which in turn affected the level of interest and inflation in the countries. The budget deficits created by the crisis was detrimental in that it made it impossible for the countries to undertake most of the projects. This also resulted in them foregoing most of the income that would have been achieved from the projects. The balances of payments were also greatly affected by the crisis and resulted in a lot of imbalance. The resultant imbalance in payments thus led to the crisis further worsening as most of the countries could not be able to meet their obligations. The social expenditure that was being promoted by the individual countries also contributed significantly to the crisis. The fact that the countries needed to support their citizens meant that the little finances that they had were utilized in providing essential services and this left them even worse than before. Therefore, it is critical to point out the fact that the three factors namely, budget deficit and national debt, the balance of payments and social expenditures were instrumental in fueling the Euro crisis and led to the occurrence of one of the deadliest financial crisis to have been witnessed Europe.
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Budget deficit and national budget 
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Balance of Payments

portugal	10	15	18	23	9	13	15	24	italy	10	15	18	23	11	16	25	31	greece	10	15	18	23	15	22	31	36	ireland	10	15	18	23	12	17	24	33	france	10	15	18	23	15	23	16	12	gremany	10	15	18	23	17	23	26	18	



Social Expenditure
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