
P. 392

Printer Friendly Version

User Name: Laura Mayberry
email Id: lmayberry@nmusd.us
Book: Introduction to Comparative Politics: Political Challenges and Changing Agendas, AP* 6th ed.

© 2007 Cengage Learning Inc. All rights reserved. No part of this work may by reproduced or used in any form or by any
means - graphic, electronic, or mechanical, or in any other manner - without the written permission of the copyright holder.

 

Chapter 9 : European Union
 (pp. 392-437)
European Union: Chapter Objectives 

George Ross

© jorisvo/Shutterstock.com  

SECTION 1 The Making of the European Union

SECTION 2 Politics and Economics in the Development of the European Union

SECTION 3 Governance and Policy-Making

SECTION 4 The EU and Its Policies

SECTION 5 Euro-Politics in Transition

 

 

European Union: Chapter Overview 



P. 393

Official Name: European Union

Location: Comprised of 27 countries in Western and Eastern Europe

Capital City: Brussels (Belgium)

Population (2011): 500 million

Size: 4,324,782 sq. km; less than one half the size of the United States

© Cengage Learning  

 

 

CHRONOLOGY of European Integration

  

Section 1: The Making of the European Union 

Politics in Action
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Sixty years ago, on May 9, 1950, French Foreign Minister Robert Schuman proposed that France and Germany, plus any other
democratic nation in Western Europe that wanted to join, should establish a “community” to govern the coal and steel industries
across national borders. France and Germany had been at war, or preparing for war, for most of the twentieth century, at huge costs to
millions of citizens. Schuman's announcement spoke to the deeper issues:

Focus Questions

In 1950, after sixty years of war and preparation of war among the European powers, what factors came together to forge a plan for
building a European community?

What problems in the 1970s threatened a retreat into “Eurosclerosis”?

How does the EU represent both the challenges and the prospects of globalization?

How did the end of the Cold War affect the prospects for European integration?

World peace cannot be safeguarded without creative efforts. … The contribution that an organized and vital Europe
can bring to civilization is indispensable to the maintenance of peaceful relations…. Europe will not be made all at
once, nor… in a single holistic construction: it will be built by concrete achievements that will create solidarity in
facts. To assemble European nations first demands that opposition between France and Germany be eliminated….1

Robert Schuman came from Lorraine, a steel-making area long a battleground between France and Germany and occupied by
Germany from the Franco-Prussian war in 1871 until 1945. Konrad Adenauer, chancellor of the new German Federal Republic and an
eager participant in the new European Coal and Steel Community (ECSC), had been mayor of Cologne before Hitler put him in
Buchenwald prison.

 

 

The primary author of the “Schuman plan,” however, was Jean Monnet, a brilliant transnational networker and technocrat who headed
France's economic planning commission and who had once been deputy Secretary-General of the League of Nations, an experience
from whose failure he had learned a great deal. Leaders in the other original ECSC countries were all veterans of terrible European
wars who were determined to change Europe's biography through integration, even though the obstacles to this were very great.

Critical Junctures

World War Two ended the appeal of antidemocratic regimes in Europe, with the exception of communist-party states, led by the
USSR, which remained an important alternative until the early 1990s. In many countries new political forces came to power bearing
democratic ideals and social reform. The United States, Britain, France, and the Soviet Union jointly occupied Germany and reflected
about how to prevent anything like Nazism from ever recurring. Economically Europe was devastated: Cities, factories, and
transportation networks lay in ruins, but there was no money to reconstruct them.

The USSR and the United States, wartime allies, quickly became enemies. Their opposition led to a Cold War standoff that lasted over
four decades. National efforts plus the invaluable Marshall Plan assistance from the United States began the successful reconstruction
of Western Europe. The Cold War and omnipresent American military power prevented wars between European countries. Another
way to prevent wars was integration, and the European Coal and Steel Community marked the beginning of it. Things began on a
small scale among six Western European countries

 

 

centered around traditional enemies, Germany and France, joined by Italy, Belgium, the Netherlands, and Luxembourg.

It was these six original ECSC countries who later signed the Treaties of Rome that established the European Economic Community
(EEC, or “Common Market” in 1957). The EEC was lucky to begin at a moment of growing prosperity. The EEC supplemented
national economies with a customs-free area that created a larger trading space and allowed national firms to export more. Its
Common Agricultural Policy (CAP) stimulated the modernization of agriculture. Finally, the EEC's common external tariff (duties on
imported or exported goods) sheltered its members from the international market and the economic power of the United States. In
EEC member states, smart economic politics and efforts to catch up with American innovations brought mass production and
consumerism to Europe. Full employment, once a dream, briefly became a reasonable goal, and EEC states redistributed some of their
growing wealth through expanded social programs for health care, housing, pensions, and other public goods, backed by coalitions
that brought effective representation to groups that had long been excluded from politics. It was these “postwar settlements” that



P. 396

underpinned representative democracy in Western Europe.

New problems in the 1970s ended this happy situation. EU members—nine after the United Kingdom, Denmark, and Ireland joined in
1973—responded to oil shocks and “stagflation” (a previously unknown combination of high inflation and low growth) with different,
often contradictory, policies. In a customs-free area, such policy disarray was dangerous, particularly amidst exchange-rate
fluctuations stimulated by the end of U.S. commitments, made at Bretton Woods, to back the dollar by gold. By the later 1970s the
Common Market was threatened. “Eurosclerosis,” an inability to move forward, set in. Growth disappeared, Europe lost
competitiveness, and high unemployment returned.

From 1985, with globalization on the horizon, the EU briefly found new energy with an agreement to “complete the single market”
and create a Europe-wide “space without borders” through new market liberalization. The culmination of EU renewal was the 1991
Treaty on European Union (TEU, ratified in 1993) in which EU members agreed to form an Economic and Monetary Union  (EMU,
a Europe-wide monetary policy and single currency), undertake a common foreign and security policy , and begin cooperation in
“justice and home affairs.”

The EU was deepened and revitalized, but then the international setting changed dramatically again. Globalization challenged the
EU's economic situation. With automation, semiskilled manufacturing jobs, which had been the key to postwar prosperity, declined
and migrated to lower-cost labor areas elsewhere in the world. Other places, the United States in the lead, evolved towards a new
“knowledge economy” in which high-tech innovation was what counted, but Europe lagged behind.

The end of the Cold War posed equally daunting challenges. The EU had to think through its security positions to fit an uncertain new
world order, a process that began with foundering in the face of brutal warfare in the Balkans and continues to this day. Figuring out
what to do with the excommunist countries of Central and Eastern Europe (CEECs) was a huge puzzle. After 1989 the EU sent aid,
negotiated freer trade, and encouraged countries to apply for EU membership. By the second half of the 1990s the EU began the long
process of full incorporation of the CEECs. Admitting twelve new, largely poor, members meant encouraging new democracies,
organizing new economic interdependencies, and transferring resources to help the CEECs to modernize. EU leaders also had to think
seriously about remodeling EU institutions—originally designed for only six members—to fit so many newcomers.

 

 

Europeans turned inward in the face of these questions, perplexing national governments and the EU alike. The EU had become very
important in people's everyday lives, but European citizens often felt they had not been adequately consulted. Many concluded that
there was a “democratic deficit,” that the EU's institutions lacked transparency and often seemed unaccountable to citizens. Trying to
combine the institutional challenges from Eastern enlargement, which would be completed in 2004– 2007, with concern for these
issues, EU leaders embarked on what would become a decade-long effort at institutional reform. After concluding the eminently
unsuccessful Nice Treaty in 2001, and conducting a wide-ranging public debate in a “European Convention” from 2002 to 2004, they
produced a “European Constitutional Treaty,” which was rejected by the French and Dutch in referendums in 2005. It took two more
years for leaders to produce a “reform treaty” proposal, which eventually led to the Lisbon Treaty  in 2009. By then the Great
Recession had engulfed the EU, along with everyone else on the planet, bringing major new challenges.

Themes and Implications

Politics at the European level have become very important in the EU's short life, in large part at the expense of the national politics of
the EU's member states. As a result national sovereignty in Europe has been shrinking, and this has happened willingly. Whatever else
the European Union has done, it is the most significant workshop that our planet has yet seen at transcending the traditional view of
world of states as independent autonomous entities able to control developments within clearly defined boundaries. Europe's nation-
states, which once fought world wars, have cooperated to promote peace, economic success, and high levels of political cooperation,
while maintaining their identities and cultural diversity. The principal implications of the EU for comparative politics lie here, and
they are very large indeed. We have become so accustomed to thinking about a world of sovereign states interacting with one another,
often competing, that the EU looks like a strange anomaly. Yet by its very existence and success the EU transcends the conceptions of
comparative politics in ways similar to those in which the EU itself has transcended the borders of its member states.

If the EU is a guide, once the world of states is transcended we need to begin thinking differently about governance. The EU, a sui
generis arrangement, is based on cooperative decision-making between governments. Its founders were wise enough, however, to
recognize that intergovernmental cooperation would not work well without new institutions to stimulate it. This is why the EU was
endowed with a Commission with exclusive powers to propose legislation and a Court that could build a body of binding European-
level law. More recently a directly-elected European Parliament  was set up that “codecides” with governments. The EU political
system that resulted bears little resemblance to anything we know at a national level.

Euro-politics has become a multilevel maze, with localities, regions, and national governments spending more and more time
networked at European levels. The EU is based on treaties that give it strong competence in limited areas and allow it to share other
competences with national members. At the same time, the EU stays out of many areas that remain exclusively national. The EU's
powers first began in economic areas, and these remain the most important things it does today. It establishes and enforces rules
governing trade among its members. More recently it has acquired the power to make monetary policy for the Eurozone, those EU
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members who share the

 

 

Euro as a currency, but it has very limited power over the macroeconomic policies of its members (policies intended to shape the
overall economic system by concentrating on policy targets such as growth of and inflation). Recently the EU has been trying to prod
national reforms to make Europe more competitive globally, but it has few powers to oblige members to follow. The EU has some
power over VAT (value-added sales taxes), but direct taxation remains a national matter. It also has a budget, which it spends mainly
on agriculture and investment in the poorer EU areas, but it is very small compared to national budgets. Finally, the EU has very little
power over national social spending (such as pensions, education, health care), which, everywhere in the Union, is the largest
component in national budgets.

From its very beginnings the European Union has played a critical role in advancing democracy in Europe. In the EU's early years, all
of its original members had emerged from periods of harsh authoritarianism, and European cooperation helped stabilize their postwar
democratic orders. Two decades later, after the collapse of authoritarian regimes in Southern Europe, new democracies in Spain,
Portugal, and Greece were consolidated by EU membership. The same processes are working today for the fledgling democracies of
central and eastern Europe. The EU's record is exemplary in promoting and nurturing democracy. But the EU's member states are in
no way immune from the problems of the democratic world. Lobbies are too powerful, the media challenge democratic accountability,
mass-membership political parties have declined in favor of media-savvy policy and electoral elites, and citizens mistrust politicians.

European integration has been a dramatic success, but times change, and people move on. Can the EU handle its present challenges?
Can European integration cope with globalization, and the crises that it brought after 2008? Is the EU inadvertently helping to
undermine national communities that once provided European peoples with their identities? Can European institutions and processes
be made more democratic? Should the EU move to greater federal integration? The following sections will try to answer these many
questions.

Summary

The European Union has been a unique experiment at cooperative regional government. It was founded in the 1950s by six
governments in Western Europe who sought ways to build peace after repeated terrible warfare between them in the past. The EU's
founding innovation was that by sharing parts of economic sovereignty and establishing institutions that might promote further such
sharing over time that “ever greater union” could be built. The formula has worked extraordinarily well for over six decades. The
areas of shared sovereignty have greatly expanded, moving beyond economic and market integration into new areas like civil law,
immigration control, and foreign policy. The EU now has twenty-seven members, including almost all European states. Successes
have occurred in fits and starts, however, often because new and difficult challenges have presented themselves and because sovereign
states are reluctant to give up their sovereignty, even in gradual, piece-by-piece, ways. In particular, the first decade of the twenty-first
century has piled uncertainty upon uncertainty. September 11, 2001, found the EU preoccupied and turning inward, even if EU
members were more familiar with terrorist attacks than the United States. EU sympathy and support for Americans came from the
heart, but the American war in Iraq divided EU members, and European public opinion massively opposed it. One result was that EU
members had to give much more serious thought to developing a real European foreign policy, realizing that without a new
international vision the EU could miss the

 

 

boat in the complex multipolar international order that was clearly emerging. For the EU, finding new economic strength was part of
building a new EU global presence, but efforts to make economic breakthroughs in the face of globalization proved disappointing. As
economic conditions stagnated, many EU citizens lost their taste for building a new Europe. And then, out of the west, came the Great
Recession. What the EU's final nature and destination will be remains to be seen, therefore.

Section 2: Politics and Economics in the Development of the European Union 

Born in the Cold War

As victory approached in World War Two, the United States was concerned with rebuilding the international trading system through
the Bretton Woods system, which committed the United States to support the dollar as a global reserve currency backed by gold. The
World Bank was established to fund postwar reconstruction, and the International Monetary Fund (IMF) was set up to stabilize the
trading system. The General Agreement on Tariffs and Trade (GATT) was committed to promote freer trade (succeeded by the World
Trade Organization, or WTO, in 1994).
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Focus Questions

What have been the relative weights of international and European-domestic factors in the development of the EU?

Assess the changing balance between the “supranational” and member state interests in EU history.

How did the end of the Cold War change the EU?

Before Western Europe could trade, however, it had to rebuild, and it was broke from the war. The American response, prompted by
worries about European political stability, was the Marshall Plan (1947), which made billions of dollars available to reconstruct
European economies, provided only that the Europeans made coordinated plans to put the money to good use.2 Well invested,
Marshall Plan funds were a solid foundation for European economic modernization.

The Cold War coincided with the Marshall Plan. In its Central and Eastern European sphere of influence, the USSR established
“popular democracies” backed by Soviet troops. The geography of Europe—with Paris only a few hundred miles from a million
Soviet troops—plus the power of communists in some Western European countries, nourished American fears that a Soviet westward
offensive would be difficult to stop.

Cold War rearmament spurred European integration. The United States persuaded and paid for Western European nations to follow its
example of rearmament through NATO (the North Atlantic Treaty Organization), founded in 1949, and stationed American troops and
supplies throughout Europe to block any offensive from the East. Western European allies under unified NATO command thus
contributed to the common defense. NATO formalized the predominance of U.S. military power in Western Europe. This meant that
armed conflict among Western Europeans was off the agenda. The Americans also wanted to rehabilitate, not punish, postwar
Germany. The German Federal Republic—carved in 1949 from the occupation zones of western allies—was one result. The German
Democratic Republic (GDR), controlled by the USSR, was the other. Germany would remain divided until 1990. Finally, the new
West Germany, the front line of anti-Soviet defense, had to be rearmed.

 

 

Everyone agreed Europe had to stop its horrific wars, but poverty and tightly controlled national economies made it difficult to carry
out large-scale economic integration. In addition, the different ideas in circulation about European integration were hard to reconcile.
Federalists wanted a United States of Europe, while intergovernmentalists wanted to preserve national sovereignty.

Starting with Coal and Steel

Conflict between France and Germany was Europe's chronic problem. The French, overrun by the Germans three times in seventy-five
years, hoped to fragment post-Nazi Germany and neutralize its heavy industrial power, meaning its coal and steel sectors, the
traditional sinews of German military strength. The French high official working on the problem happened to be Jean Monnet. Faced
with strong American pressure for a new and less punitive French policy on Germany, he proposed to integrate the French and
German coal and steel industries in the ECSC. The “original six,” including Luxembourg, the Netherlands, Belgium, and Italy, signed
the treaty in 1951. The ECSC was officially created in July 1952. The British refused to participate.

Monnet was a “neo-functionalist” who reasoned that success had to begin with solutions to restricted problems. Modern economies
were interdependent, however, and this meant that sector-by-sector economic cooperation might spill over into new areas. Coal and
steel were good places to begin. The idea dovetailed with Cold War needs. The Germans and French knew the United States would
eventually impose its own design if the Europeans could not find one of their own. French public opinion, powerfully hostile to
Germany after the war, might accept arrangements that would neutralize threats from Germany's heavy industries. German industrial
interests themselves needed more open markets and space to grow. Monnet's ECSC scheme solved a lot of problems at once.

After the ECSC deal, however, the “Monnet method” was proposed for other sectors but most early initiatives failed. Then a Monnet-
French proposal for a new European Defense Community (EDC) collapsed in 1954. The larger goal of European integration remained
alive, however.

A “Common Market?”

A conference at Messina, Italy, in June 1955 was the turning point. Led by Paul-Henri Spaak, Belgian foreign minister, the ECSC six
made a commitment to launch a European atomic energy agency and a European Common Market. The two Treaties of Rome in 1957
officially founded Euratom and the European Economic Community (EEC). The French supported Euratom, which was Monnet's
proposal, but were less enthusiastic about the Common Market. The Germans knew that a Common Market that liberalized trade for
industrial products would help their new economy and give the new Federal Republic needed legitimacy. But the French would accept
this only in exchange for a common agricultural policy that would give them preferential access to other EEC markets.

The Common Market was a customs union with the removal of barriers to internal trade in industrial goods, common rules to abolish
“obstacles to freedom of movement for persons, services, and capital,” and a common external tariff and commercial policy toward
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third countries. The treaty's other objectives included common policies for agriculture and transport, plus a “system ensuring that
competition in the Common Market is not distorted.” On specific Common Market matters, member states would harmonize their
legal systems. There were also provisions for a European

 

 

Social Fund, a European Investment Bank for developing less prosperous regions, and association arrangements to provide special
access for overseas ex-colonies.

An appointed European Commission  was sited in Brussels with exclusive power to propose policy and implement and safeguard the
treaty. A Council of Ministers, which represented each national government and coordinated by a presidency that rotated among
members every six months, voted on Commission proposals and served as the EEC “legislature.” There was a European Parliament as
well, but initially without serious power. Finally, a European Court of Justice  (ECJ), located in Luxembourg, could adjudicate and
decide in those areas—mainly trade related—where the Rome Treaty granted EEC laws precedence over national statutes.

The EU's founders knew that they needed more than solemn pledges by nation states to cooperate. Thus the Commission was meant to
expand the EEC's mandate over time and to work as central strategic planner and activist for integration. It also monitored how policy
was carried out, even if implementation was left mainly to national governments. The Council of Ministers had the last word over
Commission proposals, however, deciding according to rules spelled out in the treaty. Initially, most decisions were taken
unanimously, but once the Common Market had been fully established, the treaty proposed changing this to qualified majority  voting
(QMV) in which member state votes were weighed by their size. The parliament could bring suits before the ECJ against other EEC
institutions for “failure to act” and pose questions to which the Commission was obliged to respond.

Because the Commission's main job was to carve space from the member states' sovereign prerogatives, difficulties with the Council
of Ministers were inevitable. Because it was appointed, critics quickly attacked it as an unelected “Brussels bureaucracy.” The Council
of Ministers hid behind a thick shroud of diplomacy, opening it to charges that it was not transparent. The European Court of Justice,
which could make European law through its rulings and the accumulation of jurisprudence, was potentially vulnerable to those who
opposed “supranationality.”

In its early years the EEC nonetheless floated happily on buoyant economic conditions. Emulating the American model of
consumerism and mass production, Western Europeans enjoyed cars to drive on their new roads, household appliances for their new
houses, seaside holidays, and television. In the 1960s average growth in EEC member states was an impressive 5 percent annually.
Trade inside the EEC grew even faster.

The Common Agricultural Policy (CAP) caused the first major controversies. An initial Commission proposal for an economically
liberal CAP, which threatened French and German agricultural subsidy systems, failed. It was eventually replaced by a French-
inspired CAP, which subsidized farmers at the expense of consumers and taxpayers and had clear protectionist sides. Commission
attempts to promote common transport, regional, and industrial policies were blocked, despite explicit goals in the Rome Treaty.

Crisis and Renewal, 1970–1993

The 1969 Hague Summit set out plans for (1) greater opening of internal markets; (2) “widening” the EEC to new members; (3)
“deepening” it through larger budgetary powers; (4) establishing some foreign policy coordination (a set of arrangements for foreign
offices to coordinate on foreign policy issues); and (5) considering Economic and Monetary Union (EMU). The EEC then expanded
from six to nine members in 1973, when the British, Irish, and Danes were admitted. Initially the

 

 

EEC had depended on direct funding from member state budgets, but at this point it acquired new direct revenues from agricultural
levies, import duties, and a percentage of national value-added taxes.

The British paid too high a price to join—contributing too much to finance the CAP and receiving too little in return—and this turned
them into chronic complainers. Next, the international situation turned bad. The United States, threatened by imports and trade
deficits, ended the Bretton Woods dollar/gold standard and let the dollar “float” against other currencies, leading to fluctuating
exchange rates often fed by speculation. The new system, which made predictions difficult, slowed trade growth, and tempted
governments to use revaluations as trading weapons, was treacherous for the multicurrency EEC.

The worst was yet to come. Member states reneged on pledges to reach full economic and monetary union by 1980, largely because of
the oil shocks of 1973 and 1979. Profits and investment declined, and European industry began to lose competitive advantage.
Attempts to confront these new problems then revealed “stagflation”—simultaneous inflation, sluggish growth, and rising
unemployment. Governments had to cut back on social programs, and public finances became precarious.

European responses involved mainly intergovernmental deals that were made at summits of heads of state and government. In 1974
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the new European Council , as these semiofficial summits came to be called, proposed direct elections to the European Parliament,
which were then held for the first time in 1979. By far the most significant innovation, however, was the European Monetary System
(EMS), brokered by French president Valéry Giscard d'Estaing and German chancellor Helmut Schmidt in 1978–1979.

By the early 1980s European integration was seriously endangered. Divergent policy responses of member states to economic change
constituted one threat. Germany, a success story, restructured its economy in a context of stable prices. France, on the other hand,
voted in a Socialist administration that briefly pursued statist, inflationary policies. Margaret Thatcher's neoliberalism in Britain went
its own harsh way. Internally, the EEC was paralyzed by budget disputes in which British governments petulantly demanded their
money back—the “British check” issue, and prevented anyone from doing anything else. The EEC was still alive, but the body was
barely stirring.

The European Commission came back to life in the mid-1980s by promoting a new strategy to reinvigorate Europe's regional
economic bloc around a much more open European market. The failure of the French left precipitated the renewal. After his election
in 1981 François Mitterrand promoted a program of public ownership, economic planning, new power for unions and workers, an
expanded welfare state, and strong economic stimulation, which fueled high inflation, trade deficits, and pressure on the franc. By the
winter of 1982–1983, the French faced a choice of leaving EMS and perhaps ending European integration, or finding an entirely
different domestic economic strategy. Mitterrand chose the latter and France's domestic policies shifted toward deflation, austerity, and
rapid retreat from state-led economic steering. This French about-face led to greater policy convergence across the EEC and helped
make new common actions conceivable.

Upon taking office in 1985, new Commission President Jacques Delors asked the European Parliament, “Is it presumptuous to…
remove all the borders inside Europe from here to 1992 …?” The first step toward this, in springtime 1985, was a Commission White
Paper on Completing the Internal Market, which listed nearly three hundred measures to unify the EU's still largely separate national
markets. Internal border posts would go, cross-border formalities simplified, common

 

 

European product standards developed, and value-added and excise taxation, obstacles to cross-border trade, harmonized—all to be
done over eight years leading to “1992.”

EU leaders then called an “intergovernmental conference” (IGC)—to speed implementation of the “1992” program—which produced
the Single European Act (SEA, ratified in 1987), the first significant modification of the 1957 Rome Treaties. The SEA tied the single-
market program to qualified majority voting with only the most sensitive single-market matters (fiscal policy, external border controls,
the movement of people, and workers' rights) still requiring unanimity, meaning that member states could be outvoted. The SEA
extended the European Parliament's power so that it could propose amendments. It also expanded the EU's policy prerogatives to
include expanded regional development policy (“economic and social cohesion”), research and development, and environmental
policy. Finally, it consecrated the European Council and European Political Cooperation (foreign policy coordination) in the treaty and
foresaw further monetary integration.

The “1992” program and slogan generated broad public enthusiasm and played shrewdly to political realities. The Germans needed
new trade. The French saw “1992” enhancing their diplomatic power. The British in principle favored liberalization and deregulation.
Big business wanted a single market. Organized labor, less enthusiastic because the program could threaten jobs and facilitate “social
dumping” (companies relocating to areas with lower social overhead costs), was seduced by promises of new “social dialogue”
between Euro-level “social partners.”

After profoundly reforming the EU's budgeting methods and introducing new approaches to regional development funding in 1988,
the Commission then turned to proposals for economic and monetary union. EMU could reduce transaction costs, prod Europe's
financial industries to restructure, and make intra-European factor costs more transparent. It could also make wages a better reflection
of national productivity, bring national budgetary and fiscal policies closer to economic fundamentals, and provide member state
governments a good pretext for pushing through needed economic reforms. In international terms, the EMU's new single currency
might, in time, become a reserve currency to rival the dollar.

The drive to EMU culminated in a year-long intergovernmental conference ending in December 1991 in Maastricht, Holland. Dealing
on EMU proved relatively easy because the 1988 Delors Committee Report had proposed a clear program and the unequal balance of
power between Germany and France dictated how differences would be resolved. The Germans, asked to give up their most important
national symbol and source of their European monetary power, the deutschemark, demanded that EMU guarantee price stability and
national financial responsibility. The final deal proposed stiff “convergence criteria.” Applicants had to lower budget deficits to 3
percent of GDP, squeeze down longer-term debt (to 60 percent of GDP), sustain low interest and inflation rates, and stabilize their
currencies. EMU was scheduled to begin at the very latest on January 1, 1999.

Maastricht became more complicated after the Belgians and Germans insisted on parallel negotiations on “political union” issues that
included common EU foreign and security policy, democratization, more efficient institutions, and more coherence among the EU's
monetary, economic, and political activities. On “justice and home affairs” (JHA)—matters relating to the free circulation of people in
the single market—the “Schengen” arrangements for opening borders between some EU states were to be broadened to all, if possible.
A new “Europol” would coordinate police information and action on “Europeanized” crime. Maastricht also set minimal standards for
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EU citizenship and pointed toward common approaches to immigration and asylum policies.

 

 

By far the most significant institutional result, however, was “codecision,” by which the European Parliament was granted equal
weight to the Council of Ministers on most Community legislation and also acquired the right to vote on proposed Commissions.
Maastricht's two great policy leaps forward beyond EMU, the CFSP and JHA, were contained in separate intergovernmental “pillars”
in which decisions would be made by multilateral negotiating between member states, and their results would stand outside the
purview of the Parliament and judicial review by the ECJ.

Globalization and the EU's World after the Cold War

The Maastricht Treaty  (TEU) was meant to accelerate integration, but fatigue had set in, particularly at the national level. The GATT
Uruguay Round, the first such to undertake the opening of agricultural trade, came to a head just after Maastricht. The round would
have failed without CAP reform, which happened in 1992, and European business interests wanted more trade liberalization plus
agreement on services, intellectual property, and foreign direct investment. Ratifying the Maastricht Treaty also exposed a well of
public opposition. In early 1992 the Danes, always reluctant political integrators, voted no. A French referendum in September 1992
was barely approved—by 1 percent.

Next, a bad economic downturn began in early 1992. The single-market program was pushing employers to shed labor and a monetary
crisis was approaching to make things worse. After the downturn, preparing for EMU became a very large burden.

The Delors Commission tried to mobilize member states once more in 1993 with a new White Paper on Growth, Competitiveness, and
Employment that sounded the alarm about encroaching globalization. The EU's competitive position was worsening, it argued, and
much needed to be done. EU members did not have the will to follow its suggestions, however. The Union enlarged again in 1995 to
three new ex-EFTA applicants: Austria, Sweden, and Finland (the Norwegians rejected membership for the second time). Even if
these small, rich, countries fit the EU profile well, their arrival was disruptive because newcomers brought their own ideas and had to
be fit into the working of EU institutions. Finally, the Germans, worried about the

The EU's International Connections

The EU has been a formidably successful organization of countries committed to capitalist market economics. Over the years it has
stood side-by-side with the United States in promoting an open world trading system, despite occasional quibbles. It worries seriously
about terrorism, failed states, how to help troubled poor countries develop, promoting the rule of law, holding repressive dictators to
account, and fitting newcomers like China, India, and the BRICS (Brazil, Russia, India, China, and South Africa) into a peaceful new
world order. The EU's history has made it deeply devoted to multilateral approaches to international affairs, even if this has sometimes
meant countering the hegemonic tendencies and Wilsonian enthusiasms of the United States. EU multilateralism has been highly
positive in a globalizing world where integrating and giving voice to a variety of different countries is the best way forward. The EU
is presently the largest open market in the world, with over 500 million well-off consumers, making it a very important place in
international commerce. It is also one of the world's largest fully democratized regions, as well as the world's leading development aid
donor and a pioneer in humanitarian aid and crisis management. Its global voice commands respect.

 

 

reliability of some eventual EMU members (Italy in particular), proposed a Stability and Growth Pact (SGP, incorporated into the
treaty of Amsterdam in 1997) to keep EMU convergence targets in force after EMU began. German concerns were well founded. In
the period before final EMU membership was decided in 1998, almost all candidates engaged in clever bookkeeping to make their
cases look better.

In the meantime the EU's position in the world changed. In autumn 1989, Europe had been divided so long that people thought that the
East-West division was permanent. “Western” Europe was twelve wealthy EU members plus a few others. Eastern Europe was
“existing socialism,” inefficient, oppressive, and walled off by Soviet power. After the Berlin Wall came down in November 1989,
however, presaging the end of the Cold War and the collapse of the Soviet Union, these things were no longer true.

The European Commission took the lead in welcoming German unification, even though British Prime Minister Margaret Thatcher
and French president François Mitterrand were reserved about it. The next step, helping ex-socialist societies of Central and Eastern
Europe to democratize and modernize economically and, perhaps, join the EU, was more complicated, in large part because the EU's
agenda was already overloaded. The end of the Cold War was a huge geostrategic shock as well. Militarily, the British and Germans
stood prepared to confront a Soviet invasion just as the Soviet Union was ceasing to exist, while the French, invested deeply in their



P. 405

independent deterrent, found themselves with nuclear submarines targeted on newly friendly Central and Eastern European (CEEC)
countries.

Before anyone could confront this new situation, armed conflict broke out in Europe for the first time since 1945 as the Yugoslav
Federation disintegrated. Belgrade launched brutal military campaigns, first against Croatia in 1990, and then when Bosnia-
Herzegovina declared independence. Euro-posturing—solemn statements, high-powered delegations, economic sanctions, mediation,
and other hand-wringing made little headway, and it took tough American diplomatic brokerage at Dayton to impose a new status quo
in Bosnia. The humiliation stung.3 The Americans had the assets to make credible threats, so they could call the shots.

Between Bosnia and Kosovo, the EU slowly began to move, however. The evasive wording and impossible decision rules on CFSP in
the Maastricht Treaty were clarified in the 1997 Amsterdam Treaty to allow “reinforced cooperation” that might circumvent the vetoes
inherent in Maastricht's unanimity rules. Amsterdam also created a “Mr. CFSP” to organize EU foreign policy efforts and gave the job
to the able Javier Solana, former secretary-general of NATO. In certain circumstances, NATO might make its assets available to
Europeans, with the subtext that any new European security aspirations be kept on a short leash, as close to NATO as possible—under
the close scrutiny of the United States.4 And by the turn of the twenty-first century the EU was gearing up to play important new
peace-keeping and crisis-management roles in European and global hot spots, eventually leading to several small, but real missions in
Asia, Africa, and the Middle East.

There was another big problem, however. What was to be done with the formerly communist countries of central and eastern Europe?
EU enlargement had a long history from which the EU had concluded that new applicants should conform to an acquis
communautaire, the accumulated body of legal rights and obligations that bound the existing EU together. The more Europe integrated
the more extensive this acquis became, eventually stretching into every nook and cranny of lives of potential members and over
80,000 dense pages by the new millennium. But at Cold War's end, Central and Eastern European Countries (CEECs) had little
experience with Western-style democracy, market economies, administrative and judicial practices, and

 

 

other things that existing EU members took for granted. Enlarging to include them would involve imposing Western European norms
and standards and making certain that massive reforms were carried out.

The work began in the early 1990s, when the EU started coordinating aid to Poland and Hungary through the PHARE program (a
French acronym for Pologne-Hongrie: Assistance pour la Restructuration des Économies), which eventually became the EU's major
instrument to help all CEECs. The program extended to infrastructure, help to business, education, training, and research, plus funding
for environmental protection, including nuclear safety and agricultural restructuring. The 1993 Copenhagen European Council then
declared that the EU was willing “conditionally” to accept new members provided that applicants could meet the three basic criteria—
stable institutions (defined as guarantees of democracy, the rule of law, human rights, and minority rights), a functioning market
economy and capacity to cope with competitive pressures inside the EU, and the ability to adopt the full acquis communautaire. The
message was clear. CEECs had to become ever more like Western EU members in exchange for lots of aid. If they did all the right
things, they would eventually be allowed to join. In 1994 this was followed up with a detailed “pre-accession strategy” including
regular meetings, preparations for integrating into the single market, and new policies on infrastructure, environmental policy, CFSP,
justice and home affairs, and other key matters.

By the late 1990s hard negotiations with potential new members began which led in January 2005 to 10 of them joining the EU (eight
CEECs plus Cyprus and Malta). In 2007 Bulgaria and Romania, who had been slower in satisfying EU negotiators, finally joined. The
joy of the moment—Europe had finally been unified in the EU—had to be tempered, however. To make an EU of twenty-seven
members work institutions had to be reconfigured. Even in an intimate group of six or nine members it had been complicated to find
common ground and reach good decisions. At twenty-seven, however, debate and negotiations would resemble a crowd in a football
stadium. Yet reconfiguring institutions meant reconsidering all kinds of power relationships and coalitions. The result was a decade
that saw very complicated debates that very few citizens could follow, lost national referendums on different new treaty texts (Ireland
2002 and 2008, France and the Netherlands 2005), and a vast amount of confusion and acrimony. Finally, in 2009, the Lisbon Treaty
was adopted, but by then the world, and the EU, were faced with the worst economic crisis since the Great Depression of the 1930s.

Summary

European integration may be a huge, almost miraculous, success, but it has not been an easy one. Getting different sovereign nations
together to share sovereignty has always been difficult, since each EU member has always had its own national interests to pursue. But
this has had to take place against an international economic and political landscape prone to dramatic changes to which the EU has
had to respond. The EU's forward march has thus been punctuated by crises that the institutions and member states have had to
overcome. In its founding years, for example, members struggled with one another about the new EU's institutional architecture and
the shapes of its key programs, despite rapid economic growth. International economic troubles and policy changes in the 1970s
hobbled the EU until France, Germany, and a resourceful new European Commission refueled the machine by the Single Market
program and EMU. Almost as soon as this started working the Cold War ended and economic globalization picked up. The EU
responded—slowly, as usual—by eventually taking
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in a host of new, formerly communist members, trying to carve out a new position in global political affairs for itself, and promoting
economic reforms to confront globalization, all amidst constant grumpiness from member states and citizens. And just when changes
were under way the Great Recession began.

Section 3: Governance and Policy-Making 

In 1648, after the Thirty Years War, Europeans founded the Westphalian nation-state system. Over centuries, the results were strong,
powerful states—each with its own language, identity, habits, and ways of doing things—who were often rivals and sometimes fought
one another. Fifty years ago, some of these states decided to create the European Union. Their experiment with interstate cooperation
began tentatively, in quite specific areas, with states keeping most of their powers and approaches. The institutions for this
unprecedented cooperation were not “statelike,” but specially built to govern and manage particular things. Today's EU is not a state,
and it does not seem to be becoming a state. Instead it is a unique and complex system of multilevel governance (MLG) built on
cooperation in particular areas.

Focus Questions

To what degree does the EU provide promising models and lessons for governance on a global scale?

Why might citizens have trouble identifying with EU institutions?

Does the EU have a built-in motor pushing it towards “ever greater union”?

The Institutional “Triangle” and the “Community Method”

For much of its institutional life, the EU has been the European “community,” a triangle of institutions including the European
Commission, the Council of (national) Ministers, and the European Parliament. But as the EU matured, new complexities blurred this
portrait. Beginning in the 1970s, regular, official summit meetings of EU heads of state and government, called the European Council,
became the EU's longer-term strategic planner and decision maker of last resort. Then the 1993 Maastricht Treaty on European Union
expanded the Union's scope into new areas such as foreign policy, defense and security, criminal justice, and immigration. Because
these new areas lay at the core of national sovereignty, however, EU leaders initially decided that the Community institutional
“triangle” was not the best place to decide about them, and instead opted for intergovernmental “pillars.” EU governance since then
has become even more complicated. The Community “triangle” dealt with most things, but the balance between its institutions
steadily shifted towards the European Council and member states, and intergovernmental, as opposed to “community” approaches,
remained prominent.

The European Commission

The Rome treaties gave the European Commission (EC) three major prerogatives: It alone can propose Community legislation in the
form of regulations, directives, and recommendations (laws binding on all members in the same terms, laws that have to be transposed
into the language of national legal codes, plus “soft law” of a suggestive but nonbinding nature). Next, it supervises the
implementation of Community

 

 

policy to ensure that member states carry it out. Finally, it is the “guardian” of the EU treaties, seeing to the observation of EU law
and, if need be, bringing member states and private bodies before the ECJ to oblige them to abide by the law. Its main job is to
overcome the inherent difficulties that national governments have in reconciling different national interests by devising and proposing
projects reflecting their common interests.

The Commission, which can initiate proposals only where the EU treaties explicitly allow it, has a few policy competencies where it
behaves much like a federal government. It alone administers EU competition (antitrust) policies, policing state subsidies to industry,
monopoly market power, and mergers. It administers the Common Agricultural Policy (CAP), after member states decide key policy
lines. It proposes rules for and administers the European single market  and manages, and to some extent designs, plans to help the
EU's poorer regions to develop. It has acquired a key role in European environmental policy, and helps design European-level research
and development programs. It draws up the basic EU budget, although its proposals are always rewritten by member states.
Internationally, besides representing the Union in trade matters and in some international organizations, until very recently it has
managed foreign aid and assistance programs and supervised EU diplomatic delegations in over 100 countries.
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Commissioners are appointed for five-year terms by member state governments, coinciding with the electoral life of the European
Parliament. The 2004–2007 enlargement left only one Commissioner to each member, twenty-seven in all, far too many for the
number of important Commission jobs. The Commission has a president, nominated by the European Council, who must be approved
by the Parliament, and several vice-presidents who oversee different clusters of activities. Commissioners work together in a
“college,” meaning a collective in which each commissioner, whatever his or her specific tasks, participates in all decisions equally.
The Commission president exerts influence from assigning each commissioner a portfolio of precise tasks before he or she enters
office, then “presiding” over the Commission and planning its agenda. Each commissioner politically supervises one or several of the
Commission's “services” (General Directorates or DGs). Commissioners do not have independent powers over their services,
however, since their supervisory tasks are undertaken in accordance with programmatic lines to which the entire Commission has
agreed. Since 2005, member states have also agreed to appoint a Commission President, preferably a former prime minister, who
shares the political leanings of the majority of the most recently-elected European Parliament.

Despite its reputation as an unstoppable “Brussels bureaucracy,” the total Brussels-EU administration, of which the Commission is the
largest part, is small, around 30,000 people—roughly the size of the staff of a mid-sized European city—of whom only a minority are
real “Eurocrats,” the A-grade officers. National distribution of A-level posts is carefully observed. Each major Commission service is
headed by a general director, ranked “A-16,” the Commission's highest administrative post. Commission jobs are very interesting and
well paid (A-level jobs, the top of the ladder, now range from around $150,000 to over $250,000 yearly, are exempt from national
taxes, although the EU itself taxes them—lightly, and with numerous perks).

The Commission's most important job is to design policy proposals and get them passed by the Council of Ministers and the European
Parliament. It rarely proposes from scratch, however, and in most cases it translates the desires of others, particularly EU member
state governments, and the requirements of international agreements. The Commission spends much of its time sounding out
politicians, national

 

 

ministries, and other Euro-level institutions for openings to act, and it is the object of intense lobbying. Implementation of most
Community measures is left to the administrations of member states.

The EU's founders created the Commission, gave it the power of proposing, and encouraged its “collective European intellectual” role
as an institutional prod to goad member states to make collective commitments. It has been most successful when key member states
—often France and Germany—agree upon the desirability of greater integration and encourage the initiatives of a strong Commission
President. And when key member states have wanted a weak Commission, as they often have since 1995, they have deliberately
appointed a weak Commission President.

The Council of Ministers and the European Council

The original EU system was relatively simple. Where the EU could act legally, the Commission proposed, and the Council of
(national) Ministers disposed. The European Parliament was “consulted,” but it lacked real power. The European Court of Justice
reviewed proceedings to ensure conformity to the EU's treaties. Things changed rapidly beginning in the 1980s, however. The Single
European Act allowed the Parliament to propose amendments, which became “codecision” with the Maastricht Treaty (the Council
and Parliament then became co-legislators on Community issues). Maastricht also introduced two new intergovernmental “pillars” for
CFSP and “justice and home affairs” that initially fell almost completely outside the Community. The 2009 Lisbon Treaty put most of
what these pillars did either back into the community method  or on track to become so.

The rules by which the Council makes it decisions add even more complexity to this picture. For two decades, after a crisis
precipitated by France in the 1960s, the Council had to decide unanimously on everything that any member state deemed to be a vital
national interest. The SEA (1987) opened up QMV again for almost everything in the program for completing the single market. The
Maastricht, Amsterdam, and 2001 Nice Treaties extended QMV, but not completely. The 2009 Lisbon Treaty replaced QMV with a
“double majority” formula on most matters that required both a majority (55%) of member states with a majority (65%) of the EU
population for approval.

The Council of Ministers is where member states, the EU's fundamental actors, express their national preferences. It is composed of
ministers empowered by their governments to deal with European issues and its most important job is passing European laws. It also
legally concludes international agreements for the EU, approves the EU budget (with the Parliament), and decides remaining issues in
the intergovernmental CFSP and justice and home affairs pillars. The Council is assisted by a Committee of Permanent
Representatives (or COREPER, the French acronym), which is the most powerful unknown Brussels institution. The “permanent
representatives” are member state ambassadors to the EU, and they do much of the preliminary work of shaping Council decisions,
ironing out, refining, and vetting matters for the Council. COREPER, along with other EU institutions, relies on preliminary sorting of
issues by 150–200 working committees involving thousands of national civil servants and experts governed by the obscure but
important rules of “comitology.” COREPER also coordinates a number of high-level functional committees, including the Political
Committee (with member state and Commission foreign policy “political directors”) that prepares the work of CFSP, a special
Agriculture Committee, a committee for justice and home affairs matters, and the COPS committee that works on foreign and security
policy.
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The deliberations of the Council of Ministers occur mainly behind closed doors, with only carefully edited results announced to the
public. This has meant that except for leaks, the public never really knew what debates took place, what alternatives were considered,
and the negotiating positions of different countries. Worries about Europe's legitimacy have led to efforts to open the proceedings
more, including a few television broadcasts showing parts of Council proceedings and announcements of certain votes to the media
(although the Council usually works on consensus rather than voting). Inside knowledge also remains limited because much of the
Council's work is done in bilateral and multilateral discussions before things come close to decision. The 2009 Lisbon Treaty obliges
the Council's actual decision-making sessions to be open, however, so change is occurring. Up until the Lisbon Treaty came into effect
in 2009 the Council had traditionally been organized by a presidency that rotated among member states every six months. Because of
the expansion of the powers of the European Parliament the presidency also coordinated Council-Parliament interactions, including
the “conciliation committees” where codecision played itself out. The presidency had submitted the Council's annual program to the
Parliament, prepared and presided over European Council summits, and spoken for the EU externally on foreign policy matters
(excepting trade). The development of CFSP and JHA broadened the presidency's foreign policy role while establishing a new place
for “Mr. Common Foreign and Security Policy” who was also officially the Council's Secretary-General.

The member state that held the presidency traditionally played an important role as power broker, coalition builder, and program
initiator among member states.

The Council presidency was not always very effective, however. Discontinuities in leadership, poor national preparation, lack of
resources, and occasional ineptitude sometimes disrupted the flow of business. Prior to the 2009 Lisbon Treaty, it met twice during
each six-month Council presidency. European Council meetings were restricted to heads or state or governments and one other
minister (usually the foreign minister), the Council secretary-general, plus the Commission president and secretary-general. This
relative intimacy was meant to facilitate free and open discussion on an agenda narrowed down to the most important matters.
Negotiating begins with a declaration from the president of the European Parliament, who then leaves, after which issue after issue is
discussed, beginning with the easiest ones with harder ones saved until later. A working lunch after the second session separates the
leaders (who start confronting the most difficult problems) from the foreign ministers (who expedite the rest). The matters that remain
provide intense work for the last few hours. The final report—the “Presidency Conclusions”—provides a running record of the EU
decisions, intentions, and goals that structure programs for other EU institutions. The importance of the European Council is clear
from a partial list of its recent conclusions (see Table 9.1).

Enlargement to twenty-seven members led to the creation of the office of President of the European Council in the 2009 Lisbon
Treaty. The new president, Herman von Rompuy, a former Belgian Prime Minister, will serve for a two-and-one-half-year (once
renewable) term. By this change the treaty meant both to create a new personal symbol of the EU and a more effective administrative
leader who would better coordinate and provide continuity for the workings of the European Council and Council of Ministers than
the rotating Council presidency had. Lisbon also provided for a new M/Mme CFSP—Baroness Catherine Ashton was the first
incumbent—to represent the EU internationally, to consolidate the EU's many different foreign policy operations that were earlier
divided between the Commission and the Council, and to establish and run a new EU “External Action” (diplomatic) service.

 

 
Table 9.1 Major Conclusions of Recent European Councils
European
Council

Product(s)

Fontainebleau,
1984

Solved “British check” issue; expansion to Spain and Portugal unlocked; appointment of Jacques Delors

Milan, 1985 Approved “1992” White Paper; decided intergovernmental conference to modify treaty leading to SEA
Brussels, 1987 Adopted first Delors budgetary package (reform of structural funds)
Madrid, 1989 Accepted Delors report on EMU
Dublin, 1990 Decided German reunification within the EU
Maastricht, 1991 Maastricht Treaty
Edinburgh, 1992 Adopted second Delors budgetary package; decided to negotiate enlargement to four European Free Trade

Association countries
Brussels, 1993 Discussed White Paper on Growth, Competitiveness, and Employment
Essen, 1994 Began discussing enlargement to CEECs
Dublin, 1996 Proposed EMU Stability and Growth Pact
Amsterdam, 1997 Amsterdam Treaty
Helsinki, 1999 Adopted “Headline Goal” for European rapid-reaction force by 2003
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Berlin, 1999 Approved Agenda 2000 budgetary package to facilitate enlargement
Lisbon, 2000 Lisbon Strategy on competitiveness and knowledge society
Nice, 2000 Nice Treaty
Laeken, 2001 Called for the European Convention
Brussels, 2003 Ten countries signed treaty to join EU on May 1, 2004
Brussels, 2004 Reached agreement on new Constitutional Treaty derived from Convention
Brussels, 2005 New budgetary package for 2007–2013
Brussels, 2007 Adopted proposals on energy, the environment, and global warming. Agreement on proposed Lisbon Treaty
Brussels, 2007 Initial EU responses to global “Great Recession”
2010–2011 Grappling with Euro-zone crisis

 Table 9.1 Major Conclusions of Recent European Councils  

 

 

The Council of Ministers and the European Council rely on a 2,000-strong secretariat (but only several hundred A-level
administrators), with a staff for the secretary-general, legal services, and seven general directorates. The Council secretary-general,
with an international focus, and his Assistant, who focuses on EU domestic matters, are important officials.

The European Parliament: 750 Characters in Search of an Author?

The European Parliament (EP) lives a vagabond existence between Strasbourg, France, where it holds its plenary sessions, and
Brussels, where it meets in groups and committees, with its staff offices in Luxembourg.5 Since 1979 the Parliament has been directly
elected (Table 9.2 shows the allocation of seats among member states prior to and after the 2004 enlargement). Candidates to the EP
run on national party tickets and then, once elected, their national political groups join European-level party coalitions.

Table 9.2 European Parliament, Seats per Country as of Nice Treaty, 2001 (alphabetical order according to country's name in its own
language)
Country Seats 1999–2004 2009 (after Lisbon Treaty)
Belgium 25 22
Bulgaria — 17
Cyprus — 6
Czech Republic — 22
Denmark 16 13
Germany 99 99
Greece 25 22
Spain 64 50
Estonia — 6
France 87 72
Hungary — 22
Ireland 15 12
Italy 87 72
Latvia — 8
Lithuania — 12
Luxembourg 6 6
Malta — 5
Netherlands 31 25
Austria 21 17
Poland — 50
Portugal 25 22
Romania — 33
Slovakia — 13
Slovenia — 7
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Finland 16 13
Sweden 22 18
United Kingdom 87 72
TOTAL 626 751

 Table 9.2: European Parliament, Seats per Country as of Nice Treaty, 2001 (alphabetical order according to country's name in
its own language)  

 

 

Elections should encourage debate between aspiring leaders and voters about future policies, raise levels of political education and
consciousness, and reinforce solidarities and identity. It had always been hoped that direct elections to the European parliament would
do these things for EU-level politics and reinforce the EU's legitimacy. Up till now, however, elections to the EP have usually been
second-order national elections, treated by national politicians more as important indicators of the relative strength of national political
parties than as important events with consequences for the EU.

The Parliament elects its president and executive bureau for two-and-one-half-year terms, with the presidency usually alternating
between a Socialist and a Christian Democrat (in 2009 the president was a Polish Christian Democrat). The president presides over
parliamentary sessions, participates in periodic inter-institutional discussions with Commission and Council counterparts, and
addresses member state leaders at European Council summits. The bulk of Parliament's hard work is done by seventeen permanent
committees, which produce detailed, thoughtful reports in their functional areas.6 The central place of committees has also made them
the target for an enormous army of lobbyists.

Originally the Parliament was only “consulted” about legislation proposed by the Commission, which the Council would decide after
considering Parliament's opinion. Parliament entered into important policy areas indirectly, however. In the 1970s it acquired
deliberative powers over the Community's annual budget and also discovered that it could delay decisions, using the vague time limits
for delivering its consultative opinions. The real shift began in 1987, however, when the SEA instituted a “cooperation (amending)
procedure” for most single-market legislation, quickly replaced at Maastricht by “codecision.”

“Codecision” is to be taken literally. The Parliament and the Council “codecide” on Commission proposals as if they were two
separate legislative houses (see Table 9.3). Parliament and the Council each read and discuss Commission proposals twice. If they do
not then agree, the proposal goes to a “conciliation committee” of equal numbers from the Council and Parliament. If the committee
agrees, the measure goes back to Council and Parliament for a “third reading.”

Parliament also possesses an “assenting” power over Council proposals about applications from prospective new members,
international treaties, EMU arrangements, multiyear programs of regional funds, and its own electoral procedures. In addition, the
Rome Treaty gave Parliament the right to bring the Commission and Council before the ECJ for “failure to act” in areas where the
treaty obliged them to, later supplemented by a new right to sue if the Council infringed on its powers. The Parliament also must
approve the Commission's annual budget proposal and “discharge” completed budget years (a retrospective auditing exercise that
reviews past budgets).

Over time, EU leaders judged it unacceptable that decisions of major importance to citizens should be proposed by an unelected
Commission and decided through multilateral diplomatic negotiations by the Council of Ministers. They confronted this dilemma by
transforming what was originally an appointed Assembly without real power into today's “codecider.” Increased EP power and
influence have been positive in many ways.

Growing parliamentary influence is undoubtedly good for European integration. The legitimacy problems of the EU run deep, since it
remains distant from ordinary Europeans and difficult for them to understand. The European Parliament, unlike practically all other
such bodies, has no right of legislative initiative, and although it deals with proposals from the Commission with intelligence and
thoroughness, it can

 

 

only react to them. Parliaments are most effective when their deliberations involve the pursuit of specific political platforms, as
happens nationally when they deliberate proposals from elected governments. The Lisbon Treaty added new “yellow card” linkages
between EU institutions and national parliaments, which allow the latter to indicate whether they believe an EU legislative proposal
violates subsidiarity , the principle that decisions should be made at the lowest and least centralized competent authority. The Lisbon
Treaty also established a citizen initiative  procedure by which at least a million citizens across several member states can petition EU
institutions to take up a specific piece of legislation, provided that it is legally within the remit of EU treaties. But none of these
reforms have resolved a challenge at the heart of the EU—how to make ordinary citizens comfortable with the levels of bureaucracy
and believe in the legitimacy of the EU.
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The Fate of Intergovernmental Incursions into the “Community Method”

The Maastricht Treaty on European Union (TEU) clarified and changed Community and Commission prerogatives by adding some
new areas of competence and including a clause on “subsidiarity.” This decreed that the Commission and Community should act only
where objectives could not be achieved by the member states themselves. In addition, economic and social cohesion and
environmental policy became “fundamental missions.” In legal terms this means that all EU policy areas had to integrate commitment
to both of these key missions. Most important, the Maastricht TEU also excluded important new EU areas from Community-
institutional triangle  processes altogether. The new CFSP and Justice and Home Affairs “pillars” were explicitly intergovernmental,
and decisions would be made exclusively by the Council of Ministers.

The European Court of Justice

European law is based in the treaties that member states have signed in the course of fifty years, and EU legislation and administration
follow from this “treaty base.” European law is only part of the laws of European Union member states, but where it exists, it is
superior to, and supersedes, the laws of the member states.7 The European Court of Justice (ECJ), born in the ECSC, has been the key
to making this happen. Its case rulings have provided the EU's sinews and ligaments.

The Court, which sits in Luxembourg, is presently composed of twenty-seven justices (one from each member state) and nine
advocates-general. The advocates-general review cases and provide legal opinion to the judges but do not rule on fundamental legal
matters. The Court can sit in plenary session when it wishes, but must do so when dealing with matters brought before it by a
Community institution or member state. Otherwise, it subdivides its work into “chambers” (of three and five judges each), any one of
which may refer matters to the full Court. The ECJ's decisions are binding on member states and their citizens. The huge workload of
the Court led to the establishment of a Tribunal of First Instance (composed of fifteen judges, again with six-year terms) by the SEA
that consecrated the 1992 single-market initiative. The Tribunal primarily decides complex matters of fact in litigation brought by
individuals and companies. Decisions concerning questions of law (but not fact) can be appealed from this court to the full ECJ.

Cases get to the ECJ in many ways. The most significant route is the “preliminary ruling” procedure in which a national court,
presented with a case that may

 

 

involve European law, forwards it to the ECJ for advice, which usually settles the case in question. Next, there are “annulment
proceedings” in which anyone, whether a European institution, government, or individual, can ask the court to rule on the legality of
European legislation and other measures. A third path involves the Commission or a member state asking the ECJ to decide whether a
member state has failed to fulfill its EU legal obligations (“treaty infringement proceeding”). Member states, other EU institutions, or
individuals may also bring cases against a particular institution for “failure to act” when it ought to have done so under EU treaties.
Cases for damages against Community institutions may be considered as well. Member states and EU institutions may also ask for
rulings on the compatibility of international agreements with EU law.

ECJ rulings have been central in the evolution of European integration as Table 9.3, listing some landmark cases, shows. The 2009
Lisbon Treaty established an EU Charter of Fundamental Rights, which is almost certain to promote substantial new litigation,
particularly by individuals invoking Charter provisions to settle grievances. The Court will be called upon to decide their claims,
implying a significant extension of EU jurisprudence.

Other Institutions?

The EU has several other institutions. In Brussels there also are two important “advisory committees”: An Economic and Social
Committee with delegates from

Table 9.3 Significant Decisions of the European Court of Justice
Decision Importance
Van Gend and
Loos, 1963

Ruled that the Community constituted a new legal order of international law derived from the willing limitations
of sovereignty by member states whose subjects were member states and their nationals.

Costa v. ENE,
1964

Central in establishing the supremacy of EU law itself.

Van Duyn v.
Home Office,
1974

Gave individuals the same right to take employment in another member state as nationals of that state, a landmark
ruling about the free movement of people.

Defrenne v.
Sabena, 1976

Based upon Article 119 of the Rome Treaty, which enjoined equal treatment of men and women in employment,
the case opened up the EU to a wide range of social policy initiatives and further rulings with major consequences
in attenuating gender discrimination in EU labor markets.

Vereniging Bond Obliged member states to open up national telecommunications services to competition, an important step in the
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van
Adverteerders v.
the Netherlands
State, 1988

liberalization of service provision.

Cassis de Dijon,
1979

Perhaps the most famous of the Court's recent cases, it decreed that member states must base their acceptance of
EU goods from other member states on the principle of mutual recognition, thus assuming that all member states
have reasonable product standards. This ruling, which allowed the EU to avoid unending negotiations to
harmonize product standards, was of huge significance to the single-market program.

 Table 9.3 Significant Decisions of the European Court of Justice  

 

 

business, labor, and other professions, and a Committee of the Regions with representatives from the EU's regions that review and
submit opinions on pending EU legislation and, informally, are very useful places for organized interests to network and connect with
the Commission, Council, and Parliament. There is also an official Court of Auditors and a European Investment Bank that mobilizes
investment loans for regional planning and development purposes. Finally, there are now twenty-three “community agencies”
scattered across the member states (each member state has a claim). These agencies work on informational and regulatory matters of
all kinds, from fish stocks to plant variety, health and safety at work to disease prevention and control, the environment, food safety,
railways, and many others.

Summary

The EU's institutions were borrowed, with modifications, from those of the European Coal and Steel Community, designed by Jean
Monnet. An appointed supranational body, the European Commission, has sole right to propose legislation and manages the
implementation of most EU policies. The Council of National Ministers was originally the EU “legislator” that voted the
Commission's proposals down or up. Since the 1970s and 1980s, however, the European Council, a regular conclave of member state
heads of state and government has assumed the very important role of EU general agenda setter. The original European Parliament
was appointed and had few prerogatives beyond consulting with the Commission and Council about proposals, but in recent decades it
has become a directly-elected “co-decider” with the Council. The European Court of Justice adjudicates the legality of laws and
institutional activities.

Monnet's original goal was to create institutions that would be biased in time toward promoting ever more integration, and this has
turned out to be the case. But over sixty years the balance of power between different institutions has varied, as has the pace of
integration. The rhythm of integration has thus been irregular. Breakthroughs to new areas and activities have periodically occurred,
often because of what the Commission has been able to promote. After such breakthroughs, however, there have usually been years of
consolidation, particularly because member states have needed time to digest large changes. EU history has also been punctuated by
different kinds of crisis where large decisions are needed to confront large challenges, whether from changing international conditions
or internal problems.

Section 4: The EU and Its Policies 

The EU can work only in areas where its members have agreed to do so by treaty. In many of these areas, the EU assists members by
providing common rules to facilitate cooperative action. But even when the EU makes law and policy itself, it is networked with other
jurisdictions and depends on them for implementation. The EU has grown because EU policy cooperation in one area has sometimes
spilled over, leading to cooperation in other areas, just as Jean Monnet had hoped.

 

 

Building a European Economy: The “Community Method”

The most important single thing the EU has done is to integrate many national markets into one. Its first step, after the Rome Treaties,
was to build the “common market,” a customs-free area surrounded by a common tariff within which manufactured goods could move
freely and where, in addition, there was a common agricultural policy. By the crisis of the 1970s, however, the common market
existed in principle, but many large practical problems needed resolving before it could really work. People could not circulate freely
across borders. Goods stalled in trucks at customs posts for hours while drivers filed endless forms. Professionals had difficulty
working in other countries. Services markets remained staunchly national. National sales taxes discouraged trade. Then when
economic times became tougher, as they did in the 1970s, EU members invented new nontariff barriers to trade, usually restrictive
product norms and standards.
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Focus Questions

Why does the EU have so many legitimacy problems?

Outline the complex division of policy labor between the EU and its member states.

Can the EU be a new kind of actor in international affairs, capable of using “soft power” and moral persuasion successfully instead of
military might?

One European Market?

The program to complete the single-market and create a “space without borders” revived, and probably saved, European integration
after the crises of the 1970s. Backed strongly by European big business, the program was fundamentally liberalizing and deregulating
—what scholars have called “negative integration”—to free up national markets, promote new trading between EU member states
and, ultimately, to create one European market and economy. Uniform standards and norms were necessary, for example. Rules about
competition, environmental policy, and some forms of taxation were part of the package. Since the EU was admitting poorer
countries, new regional development policies were also needed to help them benefit from the single market. Finally, the “four
freedoms” of movement (goods, services, capital, and people) remained unimplemented.

Under the guidance of the commissioner for the internal market, the single market program drafted proposals, strategizing, consulting
widely with interests, committees, national-level administrations, the Committee of Permanent Representatives (COREPER), and
other Council bodies. The European Parliament, with its new power of amendment in hand, examined these proposals, and then the
Council of Ministers made decisions by new qualified-majority procedures. The final step was for member states to “transpose” the
new rules into national legal codes.

One of the more daunting tasks was harmonizing technical standards and norms. Whenever this had been tried before, multilateral
negotiations bogged down and often failed. The single-market program proposed a different approach: “mutual recognition,” based on
the ECJ's 1979 Cassis de Dijon ruling that allowed goods legally marketed in any single member state to circulate freely throughout
the EU as long as minimum standards were upheld. Last but not least, VAT (value-added) taxes had to be harmonized to prevent
different levels and types of national taxes from distorting competition within the single market.

After 1992, the original target date for completing the single market program, change slowed but did not stop. What remained was
often harder to do because members disagreed, particularly about liberalizing service sectors that involved nearly 70 percent of
European economic activity. The Union forged ahead, changing intellectual property laws, harmonizing taxation on savings;
liberalizing public

 

 

procurement; opening up telecoms, electricity, and gas provision to greater competition; and making it easier for service businesses to
set up in other countries. Beginning in 1999, the Commission also proposed a major action plan for financial services to harmonize
rules and open markets in securities, banking, and insurance. Opening up service markets remains controversial, however, in particular
when the services are provided by governments. From the beginning, it was recognized that public services in health, education,
public transportation, post offices, and utilities were different from grocery stores and law firms. As economic conditions changed, so
did ideas about these services. Postal services were successfully challenged economically by private package delivery firms like
FedEx and UPS. National pricing and access restrictions for what had once been “natural monopolies” (airlines, electricity, gas, and
telecoms) needed to be lowered. One can envisage challenges to the public nature of health care and education in the future.

Difficult single market construction sites remain where work is often blocked by powerful entrenched special interests. EU
enlargement to twenty-seven members in 2004–2007 created another frontier, that of insuring that existing market rules and
regulations are fully applied. Still, the European Commission calculated in 2002 that the single market had increased EU GDP by 1.8
percent, created 2.5 million more jobs, increased exports and imports, lowered utility prices, and enhanced consumer choice.8
Corporations have become more European, global, bigger, and powerful. Yet the single market had remarkably small effects on
European consumer habits, which remain domestically oriented, and fewer than 2 percent of Europeans have actually worked in
another country.

Competition Policy: A Level Playing Field and Honest Players

There would have been little point in opening up the European market if companies and countries could then limit competition within
it. The Rome Treaty declared that measures should be taken so that “competition in the internal market is not distorted” and granted
the European Commission exclusive responsibility for enforcing competition rules. Competition policy has since become one of the
Commission's rare federal competencies, subject only to ECJ review.
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The Commission traditionally has done most of Europe's big antitrust work, leaving only relatively small cases to national authorities.
Anticompetitive firm behaviors—cartels, trusts, and monopolies—can be outlawed when judged to be against European interests.
Beginning in 1989, the Commission acquired oversight and control over mergers.9 More recently it has played a key role in
deregulating public utilities. The Commission's antitrust powers are both negative—preventing illegal behaviors—and positive—
regulating and authorizing.

The Commission's Competition DG does its work with a talented staff of lawyers and economists who monitor company conditions,
devour the business press, and observe market developments. It can request information from firms and carry out investigations,
including “dawn raids” on offices to obtain company documents. Mergers in other parts of the world can have market-limiting effects
in Europe, and this means that the Commission's merger control operations have international scope. DG Comp may be the most
powerful competition authority in the world, in fact.

Commission investigations of potential antitrust violations often end informally after the threat of sanctions leads to successful
negotiations. But when informal dealing

 

 

fails, the Commission may levy quite substantial fines. It ruled against Microsoft's practice of “bundling” software programs together
in Windows, for example, initially fining it 500 million euros (which Microsoft appealed to the ECJ), later fining Microsoft an even
larger amount for noncompliance. EU procedures for merger control involve proactive economic and legal judgments about how a
proposed merger could restrain trade. Perhaps the most spectacular case occurred in 2001, when the Commission blocked an avionics
merger between General Electric and Honeywell, even after U.S. authorities had already approved. More often, mergers go through
after company plans are reformulated to meet DG Comp's concerns.

The issue of state aid to companies is difficult because national companies, jobs, and votes are at stake. The Commission has the
power to allow state subsidies for certain projects like well-defined one-off industrial restructuring in industries hit hard by recessions
or world market shifts. It has also allowed subsidies for large projects that might enhance the European market, like the English
Channel tunnel, and to shore up regions hit by natural disasters. Still, some member state governments have abiding traditions of state-
centered industrial policy that need to be constrained.

EU competition policy is constantly evolving. National as well as corporate players push back and insist on their right to use
instruments such as subsidies to promote social cohesion, economic growth, and job creation. The ECJ has also slapped down DG
COMP when it has occasionally done its work badly. Recently the Commission decided to decentralize competition policy matters to
national authorities below a certain threshold of importance.

One Money and One Market: The Euro and EMU

Economic and Monetary Union (EMU) only began in 1999, but its importance cannot be overestimated. For business, the advantage
of having a single currency means more transparent costs and economic indicators. Ordinary Europeans and foreign tourists no longer
have to exchange money every time they cross a border. Most importantly, the EU has built a single market that would have been
hard-pressed to manage fluctuations among national currencies that might have developed if EMU and the euro had not been invented.

How does EMU work? Its core, and very federal, institutions include a European Central Bank (ECB) with a president and an
executive board who sit at the center of a broader European System of Central Banks run by a board of governors of the now-fifteen
members of EMU. The ECB, located in Frankfurt, Germany, is statutorily completely independent of political influence. Its most
important policy requirement is the pursuit of price stability, defined as an inflation rate of 2 percent a year or less and tracked by
targeting the money supply and inflation levels. The ECB's main tool is adjusting EMU-wide interest rates.

The ECB quickly made its philosophy clear. Its job was to carry out monetary policy and watch for inflation. If some European
countries got into economic difficulty, this was their own fault, most likely caused by selfish market actors and imprudent
governments. Brief resumption of economic growth in 1998–1999 allowed the ECB to dispel anxiety that such dedication to price
stability might stifle new growth. The major initial criticisms of the ECB was that it had problems communicating and that the new
euro fluctuated quite a bit—in January 1999 it was valued at $1.18, by autumn 2000, it had fallen over 25 percent, and then climbed to
over $1.40 in 2011.

 

 

The 1997 Stability and Growth Pact (reformed in 2005) bound EMU members to the Maastricht taboo on budgetary deficits of more
that 3 percent, but more than half of EMU members fell afoul of this after 2000, indicating that something was amiss under the EMU's
surface. EMU's “one size fits all” monetary policy also proved troublesome. Low ECB interest rates encouraged smaller and poorer
economies like those of Greece, Ireland, and Portugal, plus Spain to use an interest rate windfall to pursue debt-based development
strategies, often leading to housing bubbles. The price of this would be very high in the Great Recession.
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EMU “federalized” monetary policy for those EU member states who joined—seventeen by 2011—while everyone, including the new
members, was required to join eventually, once they were qualified, excepting those with explicit opt-outs (the UK, Denmark, and
Sweden). EMU members retained prerogatives over macroeconomic policies, taxing, spending, and budgeting. The “Eurogroup” of
EMU members that works within the Council of Finance Ministers (ECFIN) has tried to promote coherence, but nothing has really
obliged member states to harmonize these macroeconomic policies. This absence of cooperative economic and financial governance
was what created the dangerous situation that exploded in the heat of the Great Recession.

The Common Agricultural Policy: A Different Single Market

The Rome Treaty proposed a Common Market for agricultural as well as manufactured products. The Common Agricultural Policy
(CAP) remains today the single largest item in the EU budget—around 40 percent—and is managed by the Commission. The CAP
was originally a system of price supports to keep Community prices for agricultural goods higher than they might otherwise have
been. This helped modernize European agriculture, but also encouraged farmers to overproduce, overuse chemical fertilizers, pollute,
and damage water tables. However, farmers built powerful groups to protect the policy from reformers. The CAP is redistributive,
shifting income from taxpayers and consumers to farmers and moving money from country to country, with some member states
getting more than others. Subsidized dumping of surpluses on the international market became routine, and EU export subsidies had
become the CAP's single largest spending category by the 1990s.10 Finally, there were additional transfers to very efficient producers,
like French wheat farmers, who hid politically behind smaller colleagues such that today 80 percent of CAP money goes to 20 percent
of farmers.

The CAP made DG Agriculture the largest administrative unit in Brussels. Its technocrats measure carrots, rent barns, and sell surplus
goods the world over. Because regulated markets tempt fraud, DG Agriculture also polices farmers to be sure that they actually
produced what they claim. The DG proposes prices and regulations and is often lobbied by farmers' organizations, which sometimes
bring their sheep and cows into the streets of Brussels. Each product area has its own management committee, and the entire system is
tracked by a COREPER committee on agriculture. Implementation is left largely to member states, closely monitored and audited by
the Commission.

Reforming the CAP started not long after the CAP itself. Member states like Great Britain and the Netherlands disliked subsidizing
phantom Italian tobacco growers, French beet-sugar conglomerates, and prosperous Danes. The deeper

 

 

problem, however, has been that costs grew so fast that they threatened to crowd out other EU activities and discredit European
integration. In response, a series of cost control reforms began in the 1980s. “Set asides” were instituted in 1992 and have since
accelerated. EU dumping on the international market has lessened as a result, if not enough to satisfy farm producers in other parts of
the world. Recently, fitting the CAP to Eastern European agriculture has been a challenge. Making new member states, particularly
Poland and its plethora of small farmers, full CAP participants might have expanded the budget more than anyone wanted, and the
Poles ended up with less than they expected while rich western farmers hung onto their benefits.

In tough negotiations about the EU's 2007–2013 budget package, the CAP, defended tooth and nail by the French, again became part
of a complex negotiating endgame. No one won much, but the CAP budget lost least. The practice of paying off farm interests in
exchange for CAP reform has continued. At first reforms were bought by raising the CAP budget and then doing things a bit
differently. More recently, however, budgets have been kept at a more or less steady state. “Decoupling” CAP subsidies from price
supports and shifting spending to rural development leaves the CAP budget vulnerable after 2013, however, when a new EU
budgetary package will begin. Farmers are a dwindling, often aging, part of everyone's population, except perhaps that of Poland, and
this means that the CAP saga may be coming to an end. This would be a positive conclusion, in particular because the international
community has long fought the CAP for the distortions it has worked on international prices and markets. The dispute mechanisms of
the World Trade Organization (WTO) have been clogged with complaints about the EU's banana regime, its refusal of hormone-fed
meat and genetically modified agricultural products, along with unfair trade practice suits from “southern” agricultural producers like
Australia, Brazil, and many poorer countries.

Regional Development Programs: Solidarity in the Single Market

Financing regional development through the “structural funds” is the EU's other large budgetary item, an expression of solidarity
between better-off and less developed regions. There was some concern about regional development in the Rome Treaty, mainly to
pay off the Italians with help for their underdeveloped south. After the EU's first enlargement (in 1973 to the UK, Denmark, and
Ireland) a European Regional Development Fund (ERDF) was founded to help distressed and undeveloped areas. Enlargement in the
1980s to poorer countries like Greece in 1981, then Spain and Portugal in 1986, necessitated more energetic efforts to help them catch
up. The Single European Act thus made “economic and social cohesion” a new common policy, and a “reform of the structural funds”
in 1988 doubled financing over five years, with another doubling in the 1990s.

EU regional development prioritizes specific objectives and promotes “partnership” between the Commission (which vets projects and
administers programs) and national, regional, and local levels (which must come up with co-financing). The priorities developed in the
later 1980s were to assist underdeveloped (“objective 1”) regions (with the biggest pot of money), then to help restructure
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deindustrialized regions, enhance skills and combat long-term and youth unemployment, and aid rural areas. The money was provided
to multiannual, multitask, and multiregional

 

 

programs, mainly in areas where average income was 75 percent or less of the EU a verage, rather than to uncoordinated individual
national projects. The Maastricht Treaty then added a “cohesion fund” to compensate Greece, Ireland, Portugal, and Spain for
participation in the EU's environmental and transport policies. Enlargement to the CEECs inevitably reshaped regional development
policies, however, because the new members were almost all very poor. By rights they should have received most of the money, but
this did not happen completely because older member states sought to continue receiving what they had earlier.

The cumulative effects of EU regional programs are hard to calculate. The amounts allotted to any particular country, small in
absolute terms, provide substantial additions to local investment. Some, like Ireland and Spain, were spectacularly successful until the
Great Recession, while others upgraded their infrastructures. The funds have also provided incentives to avoid “races to the bottom”
through the use of cheap labor and minimalist social policies. Another bonus has been that regional levels of government have
developed stakes in European integration. Finally, to the degree that increased purchasing power in poorer areas is used to buy goods
and services from the rest of the EU, regional development funding has been good for richer donor states.

The structural funds have also provided incentives for reform. The CEECs, for example, with incomes of less than 40 percent of EU
average, need the money, even if it may take time before some of them develop the administrative capacity to absorb it productively.
Funding infrastructural improvement in roads, railroads, energy provision, airports, ports, and similar projects brings rapid returns.
But the biggest payoff, proven by experiences in Spain, Portugal, and Greece and the CEECs, all of whom emerged from authoritarian
regimes, is that EU regional development can help consolidate good administrative practices, the rule of law, and greater democracy.
When countries have been reluctant to invest enough in such qualities, the threat of having structural funds withheld—as recently for
Rumania and Bulgaria—can be sobering.

The EU's Quest for Competitiveness: Confronting Globalization

EU policies to promote economic competitiveness stretch back to the European Coal and Steel Community (ECSC). The EU since
then has often been involved in reconfiguring troubled industries and regions—shipbuilding and textiles, for example, providing
financial aid, retraining, and temporary trade protection from foreign producers. Many of these actions were programs to ease the pain
of deindustrialization. By the 1990s, however, EU focus had turned toward investment in high-end innovation.

For its first half-century the EU's main activity was building an open European market. Today's EU Europe of 500 million people is
the richest single market in the world, but this has not pushed EU Europe to the top of the global economic competitiveness league.
Six decades ago Europe was behind the United States, and the EU was a catch-up tool. In the 1980s the United States again jumped
ahead, while Japan and the Asian Tigers entered competition with distinctive comparative advantages. The single-market program and
EMU prevented Europe from falling too far behind at this point, but the United States moved forward again in the 1990s, propelled by
information technology, while China, India and other low-cost newcomers gobbled up markets in the manufacturing areas where
Europe had earlier specialized. What could the EU do to accelerate modernization and gain a new competitive edge?

 

 

The EU and Globalization

Concerns about international economic competitiveness have motivated EU activities from the beginning. Europe was the birthplace
of industrialism, but the advances of the United States after World War Two and Japan in the 1970s helped spur European nations to
cooperate, first in the Common Market and then to complete the single market after 1985. Neither of these mammoth efforts proved
sufficient to place Europe in the global competitiveness vanguard, however. And by the 1990s new international economic changes
pointed to the need for new concerted European efforts. Efficient new Asian competitors, Europe's relative slowness in moving into
high tech areas, and the liabilities of high cost–high taxation economies dictated new EU approaches and policies. Various economists,
Commission White Papers, the policies of the European Central Bank, and urging from the European Council underlined the need for
the EU to undertake a battery of innovations. Europe needed much more, and more intelligent and collaborative, research and
development policies to develop high-end market advantages. Labor markets needed to become much more flexible, perhaps by
shifting existing programs away from protecting specific jobs to programs that would protect and help workers to manage the
employment transitions inherent in rapidly changing globalized markets. Life-long education and training was a basic dimension of
this. Social programs needed reforming to control rising costs and help in “activating” workers. Above all, policies were needed that
would raise European levels of economic growth by increasing labor force participation and productivity without raising the costs of
government. It proved difficult to innovate in so many ways at once, however, especially since so many EU members have been
suffering from low growth and high unemployment. The European Council's 2000 Lisbon strategy was meant to stimulate effort in
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many of the needed areas, but the division of labor between what the EU could do and areas of member state economic and social
policy sovereignty meant that the strategy had to involve voluntary national coordination with European goals rather than an
obligation to follow them. For many reasons this coordination has not been anywhere near enough, however. Then, in 2008, the global
financial meltdown began, bringing in its wake the Great Recession and menacing problems in the Eurozone. The EU's economic
anxieties stretch into the future, therefore, awaiting innovative responses that are hard to find.

Key new areas like research and technological development (R&D) and industrial policy remained primarily national matters, but the
EU could provide incentives and forums for new cooperation. In the early 1980s, the EU, prodded by Commission activism and
business lobbyists, thus began funding high-tech R&D, particularly for research in electronics. There were problems, however.
Economic liberals believed that the EU should only act to shape broad market frameworks, while others favored more interventionist
approaches targeting particular economic sectors. Such disagreements are now history. The SEA and the Maastricht Treaty allowed
more EU activity in research and technological development to complement efforts by member states. The 2000 Lisbon European
Council then called for the creation of a “European Research Area” that would raise spending on R&D—primarily national, but also
EU-level—to 3 percent of GDP by 2010 (a target that has not been met). The flag-ship vehicles for EU R&D since the 1980s have
been multiyear research “framework programs” drawn up by the Commission and then approved by the Council, with the EU working
with, rather than substituting for, national policies. The strategy seeks to promote greater cooperation and, if possible, convergence,
among member states around general European goals. Budgets have been relatively small—in the just-completed Sixth Plan the
budget was 17.5 billion euros.11 Efforts have been hindered by national rivalries, but there have been successes in terms of greater
European focus and coherence. The EU has also invested wisely in research issues of immediate trans-European importance—
environmental research and health and food safety, for example. There have also been major European “industrial policy” innovations
in mobile phones, space technologies, and satellites that have “Europeanized” standards and helped security policy and air transport.

 

 

The EU's worries about declining competitiveness found new focus in the “Lisbon Agenda” that began in 2000, which sought to make
EU Europe the world's most advanced “knowledge economy” by 2010, by which point the EU was also to have restored full
employment and preserved Europe's “social model”—welfare states and labor market policies—through reform. The Lisbon program
also included new infrastructure, environmental policies for sustainable development, and upgraded “citizen competence” through
education for new skills. Results have fallen short, however. Liberalizing services through the “services directive,” one centerpiece,
was frustrated by national resistance. Liberalization of financial services is incomplete, particularly in retail banking. Proposals to
open energy markets have been hindered because of opposition from national energy monopolies. Brussels has moved on chemicals
regulation (REACH) and climate change, and has talked a great deal about lightening its regulatory hand, but results have been limited
by indifference and resistance on the part of member states.

After a decade, consensus is that the Lisbon strategy fell short because it depended on voluntary coordination by member states. The
Lisbon architects, who had anticipated such problems, proposed an “Open Method of Coordination” (OMC) that involved setting
general European goals, unbaked by EU legal compulsion, encouraging member states to hold regular and open national discussions
about achieving them, identifying best practices, building up statistical and other indicators of progress, and, finally, publicizing
successes and failures—naming and shaming—from Brussels. The hope was that in the absence of harder tools, such “soft law” would
work. It did not, however, and in 2004–2005, the Barros Commission refocused efforts more narrowly on structural reforms and
liberalization and retreated from the OMC, reassigning responsibilities to member states. By 2010 it was clear that reform was going
on, but not enough, but by then the EU was looking forward to a new “2020” strategy.

Shared Policy Areas

The EU is a mixed system for making public policy. In some areas the EU has strong, “vertical” powers that directly shape national
policies. In others it has more limited, “horizontal” power to set examples, provide seed money, and cajole, and where national
policymaking remains central. The precise division of shared labor is determined by EU treaties, in particular in the concept of
“subsidiarity” written into Maastricht, according to which the public interest is best served only when EU-level policy is undertaken at
the lowest level of appropriate jurisdiction. Then the Union can act. In other areas it must abstain.

Social policy may best illustrate the “subsidiarity” issue. It is an area where the EU has some influence to exhort countries to follow
EU initiatives, but little direct power. “Social models”—particular welfare state and employment policy arrangements—have long
been central issues in national politics. The Treaty of Rome narrowly limited the EU to matters of labor market mobility within the
common market, some occupational training, and equal opportunity for men and women (Article 119). It also created a European
Social Fund with the vague purposes of making “the employment of workers easier, increasing their geographical and occupational
mobility within the Community.” In general, however, the variety of social policy regimes within the EU today reflects the variety of
its members, and the list of areas where the EU has real social policy powers is short.

 

 

Concern with inequality in the working world between men and women was translated into an article in the Rome Treaty enjoining
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“equal treatment.” EU Europe has since developed very progressive programs for advancing women's rights. The 1985 White Paper
on Completing the Single Market added workplace health and safety to the list of EU-level social concerns, out of fear that national
rules could be used as a source of comparative advantage by poorer countries. The SEA also included an article stating that “the
Commission shall endeavor to develop the dialogue between management and labor at European level, which could, if the two sides
consider it desirable, lead to relations based on agreement,” which was elaborated into a “Social Chapter” at Maastricht. This led to
several new EU social policy directives on working time, consultative European Works Councils, parental leave, and “atypical work”
(part-time and short-term contracts). But by the later 1990s member states had lost enthusiasm for EU social policy, and the emphasis
shifted to decentralized “soft” procedures and the open method of coordination (OMC), as in the European Employment Strategy in
the 1997 Amsterdam Treaty. By 2011 there were signs that the European Employment strategy was helping, but despite “soft”
activities, the EU's direct influence over social policy remained very limited.

Environmental policy is another important shared area. The EU and the Commission's DG Environment have had multiyear action
programs for more than thirty years, with a sixth program currently in effect, and EU treaties set out general principles of policy for
environmental protection. Environmental programs have promoted codes of conduct, particularly through “green labels” on products.
There has been legislation about water and air pollution, noise, waste disposal, protection of biodiversity, and transporting dangerous
substances. Environmental impact assessments are now compulsory for all projects above a certain size. Although it began behind the
United States, the EU now has higher standards in most areas.

By the 1990s, certain member states had begun to resent EU environmental activity, which then became a favorite target for
arguments about subsidiarity, leading to new guidelines to ensure that the right level of government tackled the correct level of
problems. Unlike social policy, however, key environmental problems are very often better addressed transnationally, and variations in
national environmental standards could easily become barriers to trade. Strong environmental policy has thus become an important
EU fact, for numerous reasons—Europe's dense population, long industrial history, high levels of economic development,
vulnerability to resource shortages (particularly energy), and the strength of Green ideas in domestic European politics. One result is
that the EU has become a global leader in sustainable development and has taken big environmental initiatives in international
diplomacy. It was central in bringing the Kyoto Protocol into legal operation, and its cap-and-trade scheme for limiting greenhouse
gas emissions is the world's most advanced. Then in 2007–2008 it set out a new, very ambitious, program to limit European emission
of greenhouse gases, energy consumption, and technological innovation to pursue sustainable development.12 This program, which
imposed significant constraints on EU member states and promised to cut EU greenhouse gas emissions by 20 percent by 2020, was
meant to help launch the international successor to the Kyoto Protocol and cement the EU's position as a world leader on
environmental issues.13 These goals have not yet been achieved, however, and the results of the 2009 UN Copenhagen climate change
negotiations demonstrated that clear and strong EU leadership could easily be ignored by other world players.

 

 

The EU Budget: A Significance Test?

In 2006, EU member states decided on the EU's 2007–2013 “financial perspectives.” Appropriations for 2007 are around 126 billion
euros (1.1 percent of EU Gross National Income) to increase slightly through 2013. Revenues come from a VAT tax levy (15 percent),
customs and other duties (15 percent), and a tax on member state GIN (69 percent). The 2007 appropriations are as follows:

Spending Category Billion Euros
Sustainable Growth, total 54.9
Sustainable Growth: R&D, innovation, energy, transport 9.4
Sustainable Growth: regional policy 45.5
Natural Resources (agriculture, rural development) 56.3
Freedom, Security, Justice (JHA) 0.6
Citizenship (culture, public health, consumer protection) 0.6
EU as a global player (CFSP, aid, development cooperation) 6.8
Administration 6.9

   

What do these numbers mean?

1. The EU budget grew in the 1980s and 1990s, has stabilized, and is small compared to national budgets (now 44.5 percent on
average of GIN). Many EU policies also entail large expenditures out of national budgets, however.

2. Budgetary categories have changed. “Sustainable development” used to be the “structural funds,” and “natural resources” used
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to be the CAP. These two items still make up 80 percent of the EU budget.
3. Since the later 1990s members have kept the EU on a tight budgetary leash because they prefer to keep scarce money at home

than give it to the EU.
4. The number of “net contributors” to the EU budget has increased to include practically all the EU 15 countries. Only poorer

countries are “net beneficiaries.”
5. Practically all net contributors are eager to cut their relative contributions, making EU budget dealings into high-stakes games.
6. The EU budgetary process has two steps. The first is intergovernmental negotiations every five years on multiyear term

financial perspectives. The second involves annual European Parliamentary review of draft yearly budgets plus, when the
budgetary year is over, Parliamentary “discharge” (approval) of the books. A discharge debate led to the resignation of the
Sinter Commission in 1999.

Intergovernmental Europe

The EU's scope has grown substantially, and its new policy areas have often encroached on core areas of national sovereignty. This
has been especially true for the two most important of these new areas, Justice and Home Affairs, and the Common Foreign and
Security Policy, which the Maastricht Treaty hived off into two new intergovern-mental pillars.

Justice and Home Affairs

Justice and Home Affairs (JHA) came onto the EU agenda in the 1980s. The Rome Treaty proclaimed that “free movement of people”
was an important goal, but the EU did not do much about it immediately. In the 1980s the Single Market program made a serious
commitment to free movement of people, however. This meant that anyone and any business inside the EU could move freely across
borders. It was inevitable that organized criminality—drug dealers, human trafficking, money laundering, and terrorism—would
“Europeanize” along with legitimate business. This meant that without new cross-border cooperation on visas, identification, asylum
policy, and

 

 

enhanced control at external borders, individual member states would be in the dark about who was wandering around their territories.
In addition, without increased legal cooperation, freedom of movement would leave perfectly respectable EU citizens faced with a
bewildering array of national civil laws and baffled about what their rights were and whether they would be respected?

As a first step ad hoc groups of member states formed organizations to confront specific problems like drugs and human trafficking,
but it was the Schengen Group in the 1980s—originally France, Germany, and the Benelux countries, that actually began to remove
internal border crossings and confront the consequences. Such organizations, often based on separate treaties, were relatively
uncoordinated, however. It was the need to bring them together that led to the JHA “third pillar” at Maastricht, whose
intergovernmentalism cut out the Commission, Parliament, and ECJ. Detailed business was the province of COREPER and the
Council of Ministers, with help from steering groups of national experts on Immigration and Asylum, Police and Customs
cooperation, plus judicial cooperation on civil and criminal matters. New JHA activities slowly emerged in the 1990s. Europol became
responsible for police cooperation among EU member states as well as gathering, pooling, and circulating intelligence and
information. Data bases about the Schengen area , customs, asylum-seeking, and stolen property also built up.

Intergovernmentalism proved unwieldy, however. Ministers zealously protected national interests, and secrecy was de rigueur.
Eventually, the Treaty of Amsterdam (followed by the Nice and Lisbon Treaties) agreed to shift certain JHA matters to the
“Community Method” and qualified-majority voting. The chosen areas were visas, asylum, and immigration, along with judicial
cooperation in civil matters with cross-border implications and related issues including common procedures at EU external borders
and for asylum seekers. Highly sensitive matters of police and judicial cooperation would remain intergovernmental, however.14 But
“Communitarization” proved easier said than done, and progress was slow.

Efforts to cope with the implications of open internal borders have more recently been relabeled an “area of freedom, security, and
justice for all.” The title change shifts emphasis from mysterious intergovernmental activities toward rights for EU citizens and legal
visitors (along with growing harshness for immigrants, part of the general shift in national political focus). Citizenship is a centerpiece
of the new language. Maastricht made citizens of EU member states automatically EU citizens, with rights of movement, residence,
voting in European elections, and diplomatic protection abroad. A broader Charter of Fundamental Rights was legalized in the 2009
Lisbon Treaty (with British, Polish, and Czech optouts). JHA also proposed new policy harmonization through “mutual recognition,”
better transnational readability of national policies, and more international cooperation on civil law matters like divorce and alimony,
child visitation, and financial problems like debt and bankruptcy. There has also been movement towards common EU asylum
policies, external border controls, and policies on legal immigration, but progress has been slow.

Matters involving police, interior ministers, and criminal law are difficult to follow because of closed doors and secretive actors, but
there are now a number of monitoring and information agencies functioning across the Union on matters such as drugs,
discrimination, and fraud. There are also a European Police College, a European Police Chiefs Task force, and Eurojust, an
organization of senior justice officials to facilitate cross-border prosecutions. Since 2004 a common European arrest warrant has
superseded the complicated national extradition proceedings. Europol's antiterrorist coverage and budget were expanding prior to 9/11
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and grew substantially thereafter. There have been serious terrorist incidents in the EU as elsewhere, as in

 

 

Madrid in 2004 and London in 2005. But there have been few complaints about lack of European counter-terrorist cooperation from
the American side, meaning that the Europeans are going a good job.

The intergovernmental JHA “third pillar” did not work well, mainly because of member state resistance to coordinated action. The
2009 Lisbon Treaty thus “communitarized” parts of Justice and Home Affairs by moving border and asylum control issues and
minimal rules about crime and punishment for certain cross-border crimes (terrorism, drugs and arms trafficking, money laundering,
sexual exploitation of women, cyber-crime) to qualified majority voting, co-decision, and ECJ review. The Lisbon Treaty also
promised significant increase in the speed and effectiveness of legal cooperation, in particular because it established “mutual
recognition” in which member states accept the decisions of one another as valid.

Common Foreign and Security Policy

When Jacques Delors was Commission President, he often asked rhetorically whether the EU wanted to remain a “big Switzerland,”
an economic giant and a security dwarf. The question remains pertinent. The Maastricht Treaty created another intergovernmental
pillar for the new Common Foreign and Security Policy (CFSP). The EU's economic giant position was secure, and by the new
millennium the EU, with only 7 percent of the world's population, it had around 30 percent of its gross product (more than the United
States), and 17.7 percent of global trade (equal to the United States).15 It had also come to play a big role in global trade governance
in the archipelago of organizations consisting of the World Trade Organization (WTO), the IMF, World Bank, the Bank for
International Settlements, the G7, and the confusing tangle of international standards and norm-setting organizations affiliated with the
UN.

The EU and the USA: Different Worlds?

The EU and the United States have had a long, sometimes quarrelsome, often intimate history. Without American policies after World
War Two like the Marshall Plan and Cold War “containment” (including NATO) it is hard to imagine that European integration would
ever have begun. There were repeated American annoyances during the EU's early years, with the French over NATO and European
defense autonomy, with the Germans over Ostpolitik, about trade issues with the Common Agricultural Policy and exports, and in
general about competition and exchange rates. U.S. governments have favored “ever greater union” in Europe, but usually hoped that
it would produce an obedient “special relationship” like that with Britain rather than the unpredictable one that emerged. When the EU
revived in the mid-1980s the United States thought that it was too slow to copy American economic policies and too eager to keep
cushy social programs. The EU followed its own paths, however, creating an Economic and Monetary Union, which American leaders
did not believe in, and reflecting upon a Common Foreign and Security Policy that might threaten NATO. In addition, niggling
conflicts about international trade were chronic, with the long dispute about bananas pitting a protectionist EU against gigantic,
politically influential American agro-corporations who actually produced their products in Central and Latin America. Larger U.S.-EU
conflicts such as the divided response of EU members to the Iraq war have left bitter legacies. The EU's antitrust policies, with their
global implications, have annoyed big American corporations like Microsoft and GE. More detailed discussion would list more
quarrels, yet the picture changes if we step back far enough. The United States and the EU have most often stood side-by-side on
things that count like democracy, the rule of law, the need for open and free societies, and opposition to illiberal dictatorships, even if
some Americans would have preferred to see the EU always standing behind American leadership.

 

 

EU trade policy is an intergovernmental matter, but decisions create a general mandate administered by the Commission and carried
out by the International Trade Commissioner, who is now a very important figure. The EU has also traditionally given privileged trade
positions to “ACP countries” (African, Caribbean, Pacific) whose trading relationships with Europe are regulated separately. Trade
openness to ACP countries, extended more recently to most of the world's poorer countries via free trade in “anything but arms,” has
helped make the EU more open to developing countries than other rich parts of the world. Only agriculture remains an exception to
this openness.

Controversies about globalization mean that trade policy processes will structure world events in years to come. As the WTO's
mandate grows, for example, matters that used to remain outside trade talks, such as health, environmental, and labor standards, are
now on the table, often because the EU insisted on placing them there. Private diplomacy by large European economic interests and
the emergence of a lively international civil society composed of protest groups and nongovernmental organizations (NGOs) are also
new facts of life. The EU has had many new openings to act creatively in this area. Together with the United States the EU engineered
the beginning of the Doha Round, the first WTO multilateral trade negotiations. Doha aimed at bringing the poorest developing



P. 429

societies into the trade game without exploiting them. Their meager comparative advantages often lie in agriculture where northern
and EU trade protectors are alive and kicking, and there are other disagreements about services, environmental, and labor standards.
With Asia developing rapidly, there are other new threats to established northern interests. International trade will continue to be a
bumpy road for the EU, but trade diplomacy will remain central in EU foreign policy.

Today's EU is deeply invested in “soft” foreign policy areas, international environmental politics, for example.16 New domestic
environmental concerns in EU member states have led to new EU roles in environmental guidance and regulation, partly because EU
leaders were seeking new foreign policy issues where the EU could take a global lead. EU enlargement has been another “soft”
foreign policy. The EU “club” has proved attractive to neighbors, and the prospect of joining it has pushed many of these to
democratize, commit to the rule of law, and cooperate for the European greater good, a process that is well documented in the histories
of formerly authoritarian countries like Greece, Spain, and Portugal in the 1980s and formerly communist CEECs more recently. The
EU has also tried this approach to offer partial benefits—trade access and assistance—to “near neighbors” to the East (Turkey, an
applicant for membership, the Ukraine, and others) and Mediterranean countries. EU humanitarian and development aid are a third
part of this “soft” global role. The EU, in the development aid business from the beginning, has greatly expanded and changed its
approaches. There is now a European Development Fund directed to the ACP countries, special regional aid programs directed to the
poorest countries, a cluster of humanitarian aid programs often used to co-finance worthy NGO activities in poorer parts of the world,
and the very sophisticated operations of ECHO (the Commission's Directorate-General for Humanitarian Aid) for areas hit by natural
disasters, population displacement, and conflict. The EU (the Union and its member states taken together) gives 50 percent of the
world's public development aid, making it the global leader. Moreover, today's EU aid is more and more problem-targeted and
conditional, seeking out infrastructure projects (transportation, water supply, schools, health care) while trying to leverage its aid into
better administration and governance in recipient countries.

Is the EU still a security dwarf? Global summits, bombs, and battle groups remain fundamental in foreign policy. At Maastricht, where
the EU's Common Foreign and Security Policy originated, participants knew that high degrees of cooperation would

 

 

be difficult and that intergovernmentalism guaranteed slow progress. European nations, especially the old imperial powers, had long-
standing and different perspectives on basic international relations problems. Smaller EU countries worried about domination by
bigger ones, some, like Sweden, Finland, and Austria, had neutral pasts, and others, like many CEECs, were pro-American because of
what the United States had stood for in the Cold War.

The term “common foreign policy” did not mean a single European policy that would replace everything that member states did.
Ambitions were more modest. Incoherent European policy toward the former Yugoslavia in the 1990s showed that security and
defense was a serious matter, however. This led to official focus on the “Petersberg tasks” of humanitarian intervention and
peacekeeping, which called for combat-ready, properly equipped European forces to manage crises in and, eventually, out of Europe.
The first major challenge was to build rapid-response capacities, as underlined in the 1997 Amsterdam Treaty's discussion of a
“European Security and Defense Identity,” around the Petersberg tasks and including security policy planning operation in the Council
of Ministers. In December of that year, the French and British met in St. Malo and issued a “Joint Declaration on European Defense”
to create “… the capacity for autonomous action, backed up by credible military forces, the means to decide to use them, and a
readiness to do so.” Such new determination was then strongly reinforced by what happened over Kosovo, where the United States
called, and fired, most of NATO's shots to deter Serbian brutality.

In December 1999 the Helsinki European Council announced “headline goals” for 2003 of a rapid-reaction force of 50,000 to 60,000
for the tasks of crisis management, peace-keeping, and humanitarian aid that could be deployed within 60 days to stay for a full year,
with supporting warplanes and ships. The Council of Ministers then created mechanisms to plan and control these forces including a
Council Politics and Security Committee (COPS), an EU Military Committee that included the military chiefs of staff of EU
members, and a general staff of 150 officers. The Helsinki European Council also underlined EU “determination to develop an
autonomous capacity to take decisions and, where NATO as a whole is not engaged, to launch and conduct EU-led military operations
in response to international crises.”

As a result the EU took on new, if limited, military duties. In 2003 a new European Security Strategy set a new target of fifteen
battalion-sized battle groups that could be mobilized, with tactical support, in five days and able to operate for thirty days. This was a
coordinated commitment of soldiers and military supplies from member states for particular kinds of missions and very far from any
“European army,” however. Increasing levels of European defense spending would be needed to make a real difference, but in times of
budgetary stringency money is hard to find, and what little there is gets used up on national forces. More coordination and integration
of the European defense industry is also needed, but this threatens national vested interests and jobs. The number of ready EU
battalions is now close to full capacity, however, and there has been new investment in high-tech fighter planes, smarter weapons, new
airlift capacity (the Airbus A400), and new satellites.

Despite these changes, it remains unclear what the EU new security capacities are meant to do. Are they supposed to intimidate
unpleasant elements in EU's neighborhood? Are they supposed to combine military and nonmilitary crisis-management wherever
needed, as the Artemis mission in the Congo implied? Are they meant as first steps toward a larger EU power footprint in the world?
Everything indicated that the EU had no intention of trying to become a superpower, however.
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The EU's tentative initiatives in defense and security have inevitably spilled over into its relations with the United States. A French
journalist noted that Americans

 

 

EU Peace-Keeping and Crisis-Management Actions in the Twenty-First Century

Since 2003 the EU has been involved in sixteen missions on three different continents, seven involving military action. In 2003 the
EU took over policing in Bosnia and Herzegovina from the UN (7000 troops) and then took over militarily from NATO in Macedonia.
It also began moving “out of area” for the first time, usually in small contingents of a few hundred men, with their equipment, and
support. The EU recently ended an operation in East Timor; Operation Artemis, a 1500-troop emergency mission to the Democratic
Republic of Congo helped calm a troubled region in 2003; EUFOR RD Congo then calmed Kinshasa during the 2006 elections. In
2008 EULEX, the EU's largest peacekeeping mission (3000 people) began to implement its mandate of improving the rule of law in
Kosovo, replacing UNMIK, the UN mission that had been responsible for civil administration from 1999.

and Europeans “indulge in incompatible dreams. The U.S. wants to be number one…. Europeans want to keep the U.S. as the ultimate
insurance policy as they evolve towards a common identity.”17 The meanings of such incompatibilities became clearer after
September 11, 2001. Europeans immediately and unanimously expressed massive support and sympathy for Americans, did all they
could to assist U.S. intelligence services to beef up European counterterrorism dispositions, and EU member states supported the U.S.-
led NATO expedition to Afghanistan with boots on the ground. Deep disagreements re-emerged over Iraq, however. Europeans knew
that Saddam Hussein was repressive, corrupt, and dangerous, but did not all agree that this justified preemptive military action. When
the United States decided to invade Iraq, therefore, those who believed strongly in multilateralism, like the French and Germans, were
deeply offended, while at the same time the British marched off to Baghdad along with other Europeans in the “coalition of the
willing,” which included Spain, Italy, and several CEEC then-applicant EU members.

The EU's “big Switzerland” position has never been a contrast between a muscular America and weakling EU. A heavyweight in
global trade, global environmental policy, and sustainable development, a significant agent for democratization, a well-equipped
expert in humanitarian aid and crisis management, and a major player in the international exchange rate regime is difficult to overlook
internationally. Nonetheless, by smart bomb and big battalion measures, the EU remains absent. Whether this will change, and how, is
unforeseeable in a perilous world that seems destined to become “multipolar” in the future. The 2009 Lisbon Treaty created a new
institutional foundation in foreign and security policy. The new High Representative for CFSP, Baroness Ashton, was “double hatted”
as president of the CFSP Council in the Council of Ministers and Vice-President of the Commission. She was charged with combining
the different and often rival Commission DGs dealing in different foreign affairs matters, energizing the Council's fledgling security
groups, developing a new EU diplomatic service out of disparate EU and national units, and being a public face for EU diplomacy.
She will need lots of energy and luck to succeed, however.

Summary

The EU is involved in a wide range of policy areas that European nations once kept to themselves. The most important of these have
been in the area of building an open European market and promoting economic success for it. Market building has

 

 

led to “spillover” into many other areas, however, leading to and following periodic renegotiations of the treaties that have expanded
the EU's scope over time. The EU is now involved in environmental, social, antitrust, and regional development policies. It plays a
central role in the governance of the circulation of people and capital within its borders. It also plays an important role, as befits the
organizing core of the world's largest market, in international economic and political affairs. Yet one has to be very careful in
analyzing all of this. The EU can only do what the treaties allow it to do, and its member states have zealously guarded a number of
prerogatives at the national level, including essential matters of taxation, budgeting, and social welfare programs. Moreover, the EU
has quasi-governmental power in only a very few areas—mainly in matters of market organization. In some other areas, it shares
power with its member states. The EU's budget, a key indicator of the influence of any political body, is very small relative to those of
its members. The EU looks very much like a federal system in which the center has very limited power. But it is a federation which is
not a state, and perhaps not destined to become one.

Section 5: Euro-Politics in Transition 

The EU'S first decade in the twenty-first century was tumultuous. Developing new policies in foreign affairs and defense, internal
affairs, the environment, services liberalization, and the Euro-EMU issues—all this against a background of international complexity
and public scepticism—demanded huge effort. Enlarging to include eastern European ex-communist countries, growing from fifteen
to twenty-seven members, was bittersweet. The joy of truly uniting Europe for the first time brought with it the need to reform
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European institutions, and the reform process was full of difficulties. Last but not least, the Great Recession—the global financial
crisis that exploded in 2007–2008—put the EU and EMU in economic and political harm's way.

Focus Questions

Why has adding new members to the EU been such a difficult process?

How does one explain the “retreat” of EU member states from strong commitments to new European integration in the new century?

What does the EU's vulnerability to the Great Recession say about the EU's place in globalization?

Finding the EU's Place in the World?

It ought not to have been surprising that the EU has had its problems in defining foreign and defense policies. The Maastricht (1992)
and the Amsterdam (1997) Treaties did open up prospects in these areas, but turning them into realities was another story. Common
foreign and security policies were meant to coexist in some sort of balance alongside those of member states, rather than replacing
them by a single, unified European approach. Member states have thus continued to prioritize their own national interests and goals, as
seen in deeply divided responses to the invasion of Iraq, diverging policies towards Russia (of great importance in the energy realm,
for example), attitudes toward NATO and the United States, and, most recently, responses to the revolutionary risings in North Africa
and the Middle East.

There has also been a slow accretion of EU savoir faire in peace-keeping and crisis management plus reflection on military matters,
but the real world of hard-nosed territorial defense and force projection has remained resolutely national. There have also been real
setbacks. Optimistic discussion about how the EU could spread its multilateralist, “soft power,” DNA by leading by example, taking
strong and virtuous international positions, and then offering potential collaborators the prospect of

 

 

PROFILE: Sarkozy and Merkel

Sarkozy and Merkel in discussion. Phillipe Wojazer/AFP/Getty Images.  

   Angela Merkel, German chancellor, and Nicolas Sarkozy, French president, strolled along the beach in
Deauville, France. They had been busy discussing, and undoubtedly arguing, in bilateral talks seeking new policy ideas to staunch the
frightening crisis of the Eurozone, which threatened a number of EU countries with bankruptcy, the EU with possible decline, and
menaced the global economy. The photo was symbolic. Sarkozy was mercurial, opportunistic, and impetuous, always on a quest to
make a public opinion splash at home. Merkel, once a scientist, was thoughtful and methodical, rarely saying anything that she had
not reflected upon carefully, but very much worried about German public opinion and determined to see Germany call the shots about
the Eurozone crisis . Merkel was also said to dislike Sarkozy strongly. The need to confront a major crisis had nonetheless brought
them together to cooperate, for the photo opportunity and for real. But the nature of their cooperation had changed in ways that said a
great deal about the EU's near future. French-German joint initiatives had initiated the EU, and most of the EU's major changes
thereafter, and they had almost always originated with the French. The pattern of joint initiatives had continued in the dark economic
days of the Great Recession, but the balance of power had shifted to the German side, signifying the end of the German Federal
Republic's decades of post-World War Two “semi-sovereignty” and reluctance to take leads. Mr. Sarkozy had invited Mrs. Merkel to
Deauville to persuade her to adopt a French plan to confront the Eurozone crisis. At the end of the day, however, Mr. Sarkozy ended
up supporting a German plan. But in an EU of twenty-seven members, however, no matter whose plan the Franco-German “couple”
was pushing, French-German leadership was often not enough to carry the day. Some member states opposed any plan from this
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traditional duopoly of EU power, and other member states resented the French and the Germans approach of taking leads and cajoling
others to follow. The EU had united Europe in fact under its flag after the end of the Cold War, but it had a long way to go before
Europe was fully united in spirit, or politically.

rewards in order to create negotiated forward movement ran through the decade. Yet this approach failed totally at the 2009
Copenhagen Climate Change Conference, with the final minimalist deal cut by the United States and China in the EU's absence.
Internally, the 2009 Lisbon Treaty provided for the appointment of a Mr/Ms/Mrs CFSP to make order out of an existing dispersion of
foreign, defense, development, and humanitarian aid policies. So far this has not worked either. The foundation of a Union for the
Mediterranean, foisted on the EU by Nicolas Sarkozy in 2009, was built on the sand of postcolonial and Cold War dealings with a cast
of long-standing dictators, which collapsed in the incredible Maghreb spring of 2011.

The Perils of Institutional Reform

Institutional reform turned out to be quite as troubled. The EU's institutions worked well for a small club of six members, but they
creaked and groaned more and more as new members joined. As it became clear that twelve newcomers would join the club in the first
years of the twenty-first century everyone knew that the institutions would have to change. Changing them, however, involved
reshuffling the relative power of different institutions and member states, but what happened was even worse than pessimists had
anticipated. The French Presidency of early 2000 began the processes and badly fumbled the ball, in particular by threatening smaller
member states with a loss of power to larger ones. The Treaty of Nice that resulted was then rejected by the Irish in a 2002
referendum. The 2002 Belgian President then proposed the European

 

 

Convention, in which delegates from EU institutions, member states, and civil society would debate openly about what needed to be
done. In the course of its nearly two years, the Convention acquired the ambitious new goal of writing a “constitution” for the EU,
which eventually became the European Constitutional Treaty (ECT). When the ECT was submitted for ratification, it was rejected in
2005 in French and Dutch referendums. After a “reflection period,” the European Council then proposed a rewrite of the most
important parts of the ECT but without the constitutional rhetoric in 2007. The Irish rejected this in another referendum in 2008.
Member state leaders then leaned on the Irish to vote again in 2009, this time with “yeses” winning. The Lisbon Treaty came into
effect in later 2009.

This decade-long struggle over institutional reforms persuaded many citizens that the EU was not working very well. Otherwise, why
was changing so painful? It was also highly significant that many Europeans voted many times against institutional changes in
national referendums. Low turnout in elections to the European Parliament was another bad sign. The European Union obviously had
always had legitimacy problems, mainly because it was new, institutionally unusual, and thus hard to understand and identify with.
Historically, these kinds of problems have rarely been solved by urgent fixes. It took centuries for European nation states to become
credible to their citizens, and the EU, barely young sixty years old, was an infant in comparison. But the infant EU was living through
a turbulent childhood.

Eternal Economic Problems and the Euro?

Europe's economic fortunes were among reasons for citizen scepticism. The EU's original economic mission had helped achieve
economic growth and full employment. Its new programs and policies in the 1980s and 1990s had been sold to citizens as remedies
for the lower growth and higher unemployment of a new era of globalization. While things had gone well in a few countries, for most
these promises have not been redeemed. On top of this then came the Great Recession, which many EU leaders called the greatest
crisis in the EU's history.

EU leaders originally thought that the financial crisis that exploded in the US in 2007–2008 would stay an American problem but they
were quickly proven wrong. Almost immediately after the Lehman Brothers collapse, European banks began to fail, and housing
bubbles collapsed. Coping was very hard, since most of the pertinent policy prerogatives remained those of member states. The EU
nonetheless performed well initially in coordinating bailout and stimulus packages rapidly, the European Central Bank played a key
role very well, and European institutions and habits proved very strong. A disastrous fall into depression was thus averted, and the EU
began steps toward better ways of regulating its financial sector. The EU was even instrumental globally in making the G-20, rather
than the G-8, the organization where new international strategies and regulations would take place.

Large “bond spreads”—differences in interest rates that financial markets charged on different European national bonds—between
those of Germany, the EU's strongest economy, and more peripheral countries like Greece, Ireland, Portugal, and Spain, were an
indicator of more problems however. The global economic collapse had revealed such high levels of national indebtedness in these
countries that bond markets were worried about default on sovereign debt obligations. All of these countries, alas, were also members
of the Eurozone and Economic and Monetary Union, the EU's proudest creations from the 1990s. If the Eurozone collapsed, as it
could easily have done in what followed, the entire six-decade experiment with European integration would suffer a huge setback.
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Greece was the first country the bond markets threatened, and it fell to key Eurozone member states like Germany and France to find
solutions. The architects of the Euro had not built emergency plans into their designs, however, which meant that plans for helping
Greece and others in crisis had to be made on the fly. Tortured discussions about this lasted for months, and they revealed that member
states disagreed fundamentally. The Germans announced that they were not obligated to provide financial solidarity to countries with
bad economic behavior, and at first refused anything like a bailout. The French were intensely anxious for a quick bailout, in part
because their banks were heavily exposed to Greek debts. Others wanted the crisis to be ended before it spread to other vulnerable
countries.

These disagreements caused slow decision making that further stimulated bond market agitation, costing everyone vast sums of
money. Finally, after several months of backbiting, an agreement was reached in May 2010 on loans to Greece plus a temporary
emergency bailout fund (the European Financial Stability Facility, EFSF) as long as Greece accepted harsh domestic austerity
programs. There followed a quiet summer, but the bond markets awakened again in September by speculating that the Irish, whose
economic policies had been foolish, would not be able to repay their debts. Action came more rapidly this time, however, and
Eurozone representatives flew to Dublin to force the Irish to take a bailout, again in exchange for draconian austerity pledges.

By this point everyone knew that the original architecture of EMU had not worked and that new designs were needed. The original
German-designed architecture set out rules about national debts and budget deficits to achieve economic convergence among
Eurozone members. These rules were not really followed and enforced closely, however, and even the Germans violated them. More
important, however, was the economic divergence that resulted. Poorer Eurozone members used EMU's low interest rates to borrow
too much, very often to create growth by stimulating domestic real estate markets, a strategy that came back to haunt them in the
Great Recession. There had been considerable economic divergence among the wealthier EMU members as well.

If the rules had not worked, however, new ones had to be found. The process, which is still underway, exposed the political
differences among key member states that the bailouts had revealed earlier. France proposed creating more binding institutions of
economic governance, an “economic government,” in Gallic parlance. The Germans initially rejected this and then changed their mind
in new proposals for a “Pact for Competitiveness” that would place a wide range of new constraints on national economic policy-
making, stronger monitoring, and stiff penalties in case of failure to observe that were even stronger than those suggested by France.
Germany then insisted obstinately on getting its way, as with earlier discussions of the Greek emergency, while other EU and
Eurozone members rejected the German proposals both on their merits and because Germany was insisting on them so brutally. EU
member states seemed to be growing apart on key matters, therefore, making cooperative compromises much more difficult to find. It
was clear that the EU was feeling big new growing pains which made its future very difficult to predict.

Summary

The European Union has been a fabulous success, well beyond the dreams of its founders. It has been central in binding nations that
earlier had gone regularly to war into peaceful harmony. It has gone very far beyond its original economic

 

 

concerns into civil law and European citizenship, monetary policy, foreign affairs, environmental regulation, and unifying Europe
politically after the Cold War. The founders had hoped for such results, but they could not have contemplated how many of their hopes
would be fulfilled. The EU has proven over and over again that constant multilateral negotiations between sovereign states in carefully
designed, innovative institutions can build lasting, durable, and growing cooperation. It has created European interests and identities
where neither had existed. It is now an “unidentified political object,” to use a term coined by Jacques Delors, one of the heroes of the
EU story, a federation, which is not a state and which coexists, usually happily, with sovereign states who have learned to share power
with others rather than hoarding it against them. It has also been able to respond well to the vast changes over sixty years in the lives
and social orders of its members and in the international system. In a world filled with uncertainty and turbulence, this is a truly
extraordinary record.

The coming of the twenty-first century brought one problem after the other, however. Enlargement to the ex-communist countries of
Central and Eastern Europe, however symbolic it was of the peaceful unification of all of Europe, meant that the EU had to redesign
and reform its institutions. The process was slow and onerous because it involved recasting power relations between institutions and
member states. A decade of debate about important but obscure institutional matters displayed the EU's chronic problems of
legitimacy with its citizens. To them the EU was far away, looked overly bureaucratic and top-down, and above all did not seem very
effective at solving their real problems. When they were asked about the EU, therefore, they often expressed their negativity or
indifference. This was also connected to challenges to the position of the EU economy in a new world of globalization. The EU had
concluded that it had to be proactive and pursue strategies for change that many citizens perceived as threats. Worse still, these
strategies did not redeem the promises made for them about rejuvenating economic energies, restoring growth, and alleviating high
unemployment. The global financial crisis that exploded in 2007–2008 hit the EU very hard, confirming this widespread citizen
pessimism. The EU initially responded well to the financial sector diseases that had infected the continent, and the worst seemed to
have been averted, albeit at the cost of much higher unemployment and rising debt which foreshadowed austerity to come. But then
the Eurozone and Economic and Monetary Union, among the crowning EU achievements of the 1980s and 1990s, suffered its own
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debilitating crisis, revealing deep disagreements among EU members about how to cope and deep flaws in the architecture of EMU
that needed to be repaired. The experiment in European integration had always lived from crisis to crisis and had usually responded
well. Its future might well depend on how well it could respond to the Great Recession, however.

European Union: Key Terms 

Economic and Monetary Union (EMU)
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