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To my grandchildren:
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EPIGRAPH

It is the duty of the patriot to prefer and promote the exclusive interest and glory of his native country: but a philosopher may be permitted to enlarge his views and to consider Europe as one great republic, whose various inhabitants have attained almost the same level of politeness and cultivation. The balance of power will continue to fluctuate, and the prosperity of our own, or the neighbouring kingdoms, may be alternately exalted or depressed; but these partial events cannot essentially injure our general state of happiness, the system of arts, and laws, and manners, which so advantageously distinguish, above the rest of mankind, the Europeans …

Edward Gibbon, The Decline and Fall of the Roman Empire,
Vol VI, chapter XXXVIII, p. 402 (1818 edition)
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INTRODUCTION

The late 1980s brought a sense of quickening tempo to the European Community after a decade of stagnation. Two landmark Treaties, the Single European Act of 1986 and the Treaty of Union at Maastricht stood out in that optimistic period. Now that the wave of euphoria has broken, and the tide receded – though not nearly to its pre-1985 level – it is worth asking what were the permanent achievements and the quality of change that each brought about. As EEC, EC or EU, the European Community has habitually moved through troughs and hollows, punctuated by much shorter bursts of energy: neither can be explained without asking what all the relevant forces – governments, Community institutions and the array of interested outside players – were doing at each point in the cycle.

How member state governments and EU bodies relate is similar enough to what goes on in national political systems to be comprehensible, and open enough to be readily accessible. Community institutions are in most cases much the less secretive of the two. But the task of weaving the influence of non-governmental players (industrial firms, financial institutions, trades unions, regions and distinct state organs such as central banks) into the recent history of a subject extending over twelve or more nation states requires a different format, almost an alternative kind of history. Robert Brenner did this for seventeenth-century England in Merchants and Revolution,1 with the benefit of access to all surviving archives. But the EU, like its member governments, restricts access at every point after 1965.

Yet without a complete picture of how influence is exercised and who moves whom, we have only half the story. Present day comment lacks essential connections to the recent past, to the trends which may not be obvious today but remain latent, like nationalism in eastern Europe before 1989. Without contemporary history, studies of the contemporary world – by political scientists, lawyers, economists, or specialists in international relations – rest on a dangerously relative foundation, and students are faced with a blind spot for the ‘years not taught’.

The contemporary historian (like any other), ought to contribute a distinct sort of understanding of three connected phenomena: processes as they change over time; the continuous interchange of many players; and the mutation of institutions, and the beliefs and behaviour patterns of those who work in them. These were my own concerns in a series of studies of British government during the twentieth century which developed the concept of a long and continuous game between an increasing number of players of different power, status and interests, a game in which all of them used the needs that the modem state had for their participation to draw it and its component parts into an informal framework, from which there could subsequently be no retreat to a pristine minimal state.

Their continual rivalry in the political marketplace focused on a range of goals, from naked self-interest to bargaining a consensus about what the common or national interest might be. Each one’s willingness to accept a measure of interdependence ensured that the others would be more inclined to recognize some of its own claims, if only as the price of general social harmony (for which, in turn, governments and political parties were prepared to pay). As a descriptive device, I called this a ‘competitive symposium’ – to signify a prolonged discourse, not between equal partners but ones which recognized each other’s claims and followed, voluntarily but as a precondition of membership, a code of political language and conventions of behaviour in pursuit of rational self-interest.

The competitive element was always present but was limited by the need not to risk the whole delicate balance through outright conflict. The game was therefore a continuous one, many-headed and usually peaceable, with regular prizes but no final victories, open to generally acceptable players bound by agreed rules and a shared belief that negotiated results, though never entirely binding or satisfactory, were preferable to dictation by a higher power.

Having reached a point in 1990 where a contemporary historian could not reasonably go further forward in a British context, I have tried to apply the same method on the European scale, by looking not only at the Community’s history over the last twenty years but at the interchanges between a much broader range of players or constellations than is usual in the approaches of other disciplines. To borrow a phrase of Andrew Shonfield’s, I hoped to study a great theme from a single standpoint, to discover an underlying coherence in the idea that the arena where these players meet could be described as informal politics, part of the overall system whose more obvious features are of course formal.

Living in a country which, more than any other member of the Community, has difficulty with the concept of being European, yet which I firmly believe has no special role and hardly any living space outside it, I am disturbed by the distorted and frequently trivial way the Community is portrayed in the press and on television by all but a handful of commentators. Apart from the brief period in 1972–4, and during the 1975 referendum, British governments have done little in their public discourse to make clear what is at stake, so that stereotypes are used habitually which provoke incomprehension if not derision across the Channel.

What is said here is meant therefore also as a contribution to perceptions: as Rudyard Kipling put it in Something of Myself in 1891, ‘trying to tell the English something of the world outside England – not directly, but by implication … a vast conspectus of the whole sweep and meaning of things …’. (Kipling of course wrote ‘Empire’ not Europe.) To start with, the Community is not just Brussels, the Council of Ministers and the Commission, but fifteen member states of varying size, importance and interests, some of which are very much more effective than others (insofar as their games lie within Europe). Beyond them, but in overlapping circles, range other players at national or regional level, of different status operating from different standpoints. There is no ideal Europe, no single picture, outside the emptiness of political rhetoric; just as there is no one centre. The centre is wherever the players meet. Those from ‘above’ may be formally superior, but informally, when they meet as a matter of common interest, it is each one’s effectiveness that counts.

The question to ask here is not ‘what is Europe?’, because in this dimension Europe is whatever you see, but how, informally, does the Community function, how do governments and non-governmental players act and what do they try to achieve? Does informal politics help to ameliorate the deep-rooted discords between north and south, core and periphery, small states and large, Anglo-Saxon and continental mentalities? Does it facilitate the entry of new players? Does it reduce rigidities and friction which would otherwise make the Community a less efficient mechanism for what its members want?

The Europe which questions like these throws into focus is one of interests, elites and powerful groups. It is vital to study these as they are: Europe as it is, not as people might wish it to be, as a preliminary to changing it. Players in the informal sector of a system are those who choose to enter out of self-interest, who have the willpower and resources to stay in and the capacity to make themselves heard in that highly competitive arena. Lack of resources or inability to form stable alliances condemns the rest to marginal status or, like small companies, to reliance on whatever support they can get at national or regional level. There is no democratic bias here.

But not all roads in the EU’s history lead to the same outcome. The narrative from 1973 to the present given in chapters 3 to 5 is intended to make clear how the European project revived after a long stagnation, and why the Single Act led on to the Treaty of Union at Maastricht – in the context of a Europe which had been fundamentally altered by the collapse of the Soviet Union after 1989. There are other ways of telling the story because the Community’s development is not teleological, not precisely delimited by the Treaties. How it evolves and what new legal texts it produces are for the players to decide.

As an historian I have tried not to confine myself to any one interpretation, whether federal, functional or intergovernmental, and to proceed empirically, taking account of all the significant players. The project assumes no hierarchy of players, no measured evolution: it examines ‘punctuated equilibrium’, change rather than progress, short bursts of energy interrupted by longer troughs (usually associated with recession). Of these, the economic and financial crisis of 1973–5 profoundly altered the balance between industry and labour, while that of 1981–3 had a direct effect on the behaviour of large firms and their federations towards the Community. The more recent 1990–93 recession ran parallel to a political cleavage between governments and elites on one side, publics and media on the other, in all member states, which severely impaired the Union (as the Community had by then become) and delayed completion of the internal market. Deep discontent with Community institutions seemed to be a sort of retribution for pre-Maastricht euphoria, as the last vestiges of post-War settlements disappeared, to be replaced by anguish at the threats to welfare systems and national identities, the latter at least being one long consequence of 1989.

There is a difficulty with this approach to incremental change. Existing studies of the Community and its processes take for granted a sense of progress and seek general conclusions, which the detailed evidence of what large numbers of players do does not always substantiate. Self-interest and bargaining, as Richard Griffiths shows in his historical introduction, written from the EU’s own archives, bulk much larger than earlier accounts, written by committed Europeans, allowed.

At best these concentrated on peak organizations or federations. But the primary actors were not usually federations but their members, for whom central bodies served mainly to correlate the varying opinions within them. A group study of such bodies gives an illusory impression of continuity. Likewise, most large firms or banks had a presence in the Community from the 1970s onwards. But generally their interest increased substantially and in a qualitative way in the 1980s, so that they appear to be now fully engaged as players; yet the intensity and scope of their involvement differs according to what is at stake, and may diminish (as many companies’ efforts did, once the internal market legislation was in place).

Either way, corporate players helped to create the Community’s informal political infrastructure, as they did nation states’ systems rather earlier during the twentieth century. In the European Union, however, they operated in greater freedom from the constraints of the past, because the Community is only an imperfect or quasi-state, some thirty-seven years old. Its system is different from those of nation states and the degree of informality greater, because of its institutional heterodoxy.

All this makes it necessary to examine the links and networks that have grown up, and to look at how similar informal politics operate in the European Court, the Parliament, the regions and among financial players or central banks, in their context rather than in isolation. Networks in the 1990s are growing fastest in the recently colonized commercial or financial spheres. They have always crossed borders, but here borders have ceased to count. The increase by volume is perhaps the most noticeable feature of the last decade; but the fact that major players can no longer ignore less relevant areas, for fear that their competitors will establish bridgeheads there, suggests that the quality of change is more important.

As the competitive symposium extends itself, a sort of interdependence becomes established. Bargaining through networks in a densely structured game reduces friction and produces results for which the formal system may be ill attuned, even on ostensibly formal matters such as easier implementation and enforcement of laws. It allows for wide, flexible participation; it reduces inconsistencies; it gives rise to conventions, rather than formal rules, which can be adapted more easily over time. But it is not protective of weaker interests and it privileges the more efficient ones.

Like the dusty engagements in a ‘soldier’s battle’ spread over a huge terrain, it is hard to see results. Even business participants are often unclear who is winning at any one time or what constitutes success. They might reflect with William Morris ‘how men fight and lose the battle, and the thing they fought for comes about in spite of their defeat; and when it comes, it turns out not to be what they meant, and other men have to fight for what they meant under another name.’

Appreciating the game’s totality is vital: without it, it is impossible fully to understand EU processes and the behaviour of players or individual practitioners; the informal constitutes the ‘dark side of the moon’, without which that sphere is only a disc.

It is impossible even to think of including here more than a brief selection of the sorts of cases where informal politics proliferate. But space should be made for all the players or the sense of totality is lost. Each one, whatever its size, effectiveness, status or resources, has some influence on the outcome. Until it has proved unimportant or marginal, therefore, it should be given historical space. The Community contains large numbers of games which are distinct, as well as ‘nested boxes’, and a group powerful in one may be outplayed in another – which is not the case in the formal system between legal entities of equivalent status.

Power of this kind is also a function of how much the EU’s institutions need what players have to offer. Commission officials’ willingness to consult peak organizations from particular industries and their component firms is well known; and so is their propensity to take on experts from member states or those same firms as advisers (which is ascribed reasonably enough to shortages of staff in the Directorates and the need to take account of what exists in national or local markets). Very complex forms of diplomacy govern the subsequent transactions of information and influence.

Early in the EU’s history, individuals carried great clout, as befitted a relatively small Brussels elite. Today, the keys to sustained influence lie much less in personal linkages, more in tightly argued dossiers and presenting the most up-to-date information at the initial stages of policy evolution. The professionals have taken over, flanked by cohorts who constitute their own distinct groups: technical experts, lawyers or journalists.

But whoever acts, the questions remain the same: who manipulates? Who controls whom? What are effective transactions rather than ritual ones? The gains made by either side may not have obvious market connotations, especially once players have committed themselves to a long-term involvement: positional gains often outweigh monetary ones. In such circumstances it is hard to ascribe a balance of advantage, or to portray influence as a one-way process. Both sets of participants tend to shape each other, whether at the Commission/Council level, or at that of the firm and Directorate official.

It is clear from the interviews on which this book is based that the game begins surprisingly low down among relatively junior Commission officials; and that what matters is the cumulative weight of such bargaining (governed as it is by its own system of filters, access mechanisms, rules and conventions) by the time that decisions, whose basis rests on joint agreement, have become EU law or policy. This is no longer – if it ever was – a matter merely of lobbying, but of degree of commitment, indicated by when a player finds it expedient to set up an office in Brussels or to develop a department of EU affairs with a direct link to its main board.2 The index of commitment is to be measured in terms of resources (for example, the cost of lobbying in the European Parliament), the quality of personnel involved, and the extent to which the player develops internal mechanisms for dealing with the EU in its corporate structures.

If one selects only certain categories of players, the game’s totality is lost, not least because such studies tend to ignore the variety of modes of action open to all those players, ranging from direct pressures in Brussels or use of MEPs (a multinational corporation might have a minimum of fifty MEPs on its contact list at any one time, including the total membership of some key Strasbourg committees), to leverage via its own member state government’s European Affairs Coordinating committees, or with its Permanent Representation in Brussels. The sheer volume of new entrants, the number of corporate offices set up in Brussels in the late 1980s, the numbers of lobbyists who, like Renaissance mercenaries, did well at Strasbourg out of the legislative boom, have done more than clutter the EU’s political marketplace. They have changed it, probably irreversibly, because all the serious players (which does not include those who work sporadically or primarily through lobbyists) have engaged themselves permanently, on a large scale and with substantial resources, to the evolution of means of influence at every level. A firm cannot ignore any of these approaches, not because all means are equal, or have a commercial or even viable return, but because competitors might gain advantage there.

It is sometimes argued that players are more concerned with relative than collective advantage. My impression is that, in the more coherent industrial sectors like chemicals and pharmaceuticals, this is not so and may not even be true for the less coherent such as motorcars and consumer electronics, firstly because it is almost impossible for a large firm not to play in the EU market, secondly because the extensive range of modes available ensures that relative advantage can be defended on other levels – for example by utilizing group pressures on those perceived as playing only for their own interests, or deprecating what they do to Commission officials in order to ensure their partial exclusion or downgrading.

Given such a plethora of activities, there are substantial problems not only in deciding who influences whom but in discriminating between significant and unimportant activity. It is not much use measuring the numbers of lobbyists employed, the size of federation memberships, or the numbers of MEPs’ signatures on proposed amendments; it would be better to ask what is their quality, how coherent is their representation, on which committees do they sit? Few players, from member states to SMEs, focus all their existence in the Community context; we need to know if they have changed emphasis in the spectrum running from national capitals through Europe to global markets; whether the man in Brussels reports direct to the managing director, whether players with widely different interests are adopting similar tactics.3

Formality and informality are not part of a syllogism, thesis and antithesis because, like ying and yang, they complement each other. All social scientists understand what informal politics is, but find its essence hard to define formally. But if they too often reduce it to formal abstractions, historians tend to avoid it altogether for lack of proper documentation. Logically, it does not constitute a system, because that would mark its clear separation from the formal: it can only be part of a system.

Two assumptions can be made about formal mechanisms: firstly, that they rely on their operators’ continual good behaviour; secondly that, without informal processes, they become more rigid or unworkable the more pressures build up in the societies which originated them. No mechanism is so perfect that it cannot be disturbed by dissidents or outsiders. None can be designed to alter itself over time to meet the challenges of which the originators can have had no conception, unless it has latitude built in. Combinations of the two have a better chance of preventing systemic failure than tight legal prescription does on its own.

But what is it? Almost any habitual, voluntary practice could be described as informal. It is not restricted to individuals who know each other – though nationality or language affinity, cultural rapport and shared professional ethos are important. Whatever it is must constitute the basis for continuous relations between the players, whether governments, officials or commercial organizations. It must include everything which does not appear in legal texts, all rules and conventions which may be policed but are not justiciable.

Informal politics are defined not so much by players’ status – any who wish and can establish credentials to the satisfaction of others can enter – as by the mode chosen to establish relationships. All players can choose between formal and informal modes and the shades of grey between them. There is no dividing line – only a spectrum. Rules and conventions are policed on both sides, with many nuanced penalties for infringement.

Inclusion depends on a player’s willingness to accept the rules and conventions of its own club or association. To a minimum extent, all players, like member states themselves, must demonstrate an element of altruism (European-mindedness) as well as basic self-interest, not only to be proper members of higher sectoral and European-wide groupings, but to make themselves acceptable to EU institutions and officials.

Informal politics exist wherever there are ‘grey areas’. As these are filled in and categorized over time, the informal may mutate, becoming, like the European Council, quasi-formal or ultimately fully formalized. But periodically new grey areas will open up as contexts or procedures change. Where interpretation is open to dispute, where there are margins of manoeuvre, where boundaries are imprecisely defined, where authorities have to exercise discretion, the informal will always flourish.

It exists most in conditions of plural bargaining where interdependence requires players to consort together to make agreements or risk losing the consensual base on which their status and the possibility of future agreements rests. It increases with the number of players, because none wishes to be isolated in the political marketplace; and it operates more easily and frequently in the Community than in nation states – whose modem forms of trilateral brokerage developed earlier in the twentieth century and have since grown older and more rigid; whose governments are also less open or willing to admit that it exists.

Its appearance is infinitely variable, but each aspect has certain common characteristics: impermanence, flexibility, subtlety. Inside groups and institutions it is disseminated as individuals are inducted, socialized and promoted, taking root most readily where there is professional training or practical experience. Political constructions damage it, for it is ultimately consensual, unlike the politics of politicians which tends to divide.

It evolves mechanisms for revision more easily than the formal system, and is closely compatible with the long Community tradition of setting markers in legal texts, to be implemented in riper circumstances at a later date. In that sense, it assumes both good faith and the continuity of ethos and convention among players, though not of course always in the same forms.

In what follows, I argue that this constitutes a distinct field with systemic characteristics, not merely a shadow or extension of the formal. But it is not a Manichean distinction: only at the ends of the spectrum are matters black and white. Unless the whole range is taken into account, analysis remains imperfect, since for want of it the strong probability is that the formal system will be less acceptable, flexible or efficient.

The formal and informal sides’ interactions are present in any known political system, since the only difference between them in a tyranny and a democracy is one of proportion: they exist in both. But in open systems the informal is far more pervasive, legitimate and well-grounded, even at the point of policy initiative. Looked at in this way, not only governments but the components of the modem state – ministries, civil servants, central banks, and the state as a whole – are players. Power is exercised through shifting alliances, depending on what is at stake in the polygonal activities which surround economic activity and the social life of individuals.

But its Community aspect is not the same as that in nation states, being more open, welcome, and effective to the point at which the formal might well silt up without informal mechanisms. As one very senior Brussels official put it, ‘if you were to stick to the formal procedures, it would take ten years every time … the more there is disagreement, the more the informal is necessary.’4 This argues that the EU’s slowly evolving statehood – which is a subtext throughout this book – will continue to differ in kind from the statehood of its members. Each player operates in a multinational range. Each of them has its own distinct global interests, its own concept of what is good for it within the European framework. It is this which it wants inserted, like a pacemaker, in the heart of Europe. No nation state has to contend with such a game, none is so much an artefact of the game.

What the EU will become is not something this book attempts to guess. Given the model of perpetual flux which the formula competitive symposium implies, that would depend on answering an impossible set of questions about the future of the nation state, which is at present still the EU’s main determinant. Yet that outcome will be affected by all the players, not just member states and Community institutions, in the double game in Brussels and national territories. How power is exercised in the Community is inseparable from the sum of all their transactions, a state of affairs which national governments would not permit at home but are powerless, because of their diversity, to prevent here.

By participating, players affect each other’s perceptions of one another and what each is doing. As a result, the European Union may be becoming more like a global market in political and economic terms, but not necessarily so in social or cultural respects since there is a wider assimilation at work, beyond the one that makes their behaviour patterns similar. As their perceptions change – faster with the onset of an internal market – so may their interests. Imperceptibly, the economic players may become European, whatever nation states do, whether or not a European public comes into existence to fulfil what, in national terms, remain ‘unnatural communities’. Yet the Community cannot be confined to the economic sphere because there are not even Chinese walls to separate economics from the political economy. If that makes the Community into a state, albeit of a different order from nation states, then the members of it must accept the outcome of what they have helped to create.

Sources

A book like this can only be written on the basis of elite oral history. Only one major archive, that of the Confederation of British Industry, was made available to us, from 1973 more or less to the present day. In amassing our own archive of over four hundred and forty interviews, we were able to hear the views of as complete a range of practitioners as seemed possible: Commission officials, Commissioners, member state administrators, politicians and Permanent Representatives, MEPs, judges and Advocates General, regional notables, representatives of peak institutions in the industrial, financial and labour sectors, and a considerable variety of firms’ and financial institutions’ executives.

We should emphasize that this selection was not Brussels-oriented, but incorporated a variety of standpoints: those of twelve member states, weighted according to size, four applicants for membership, five regions in the five largest member states, and a range of firms and sectoral organizations chosen to illustrate particular cases and their diversity of ethos and orientation. The choice of retired respondents as well as those in post enabled us to cover the period 1973 to 1994, and in particular to obtain insights into less-studied areas such as the Court of Justice, and the Committee of Central Bank Governors in Basel.

There were, inevitably, some arbitrary aspects to the selection, since not all those asked were willing or available to be interviewed. We concentrated more, for example, on the European Court of Justice than the European Parliament, whose powers and informal structures are still in the process of evolution; and on certain Commission Directorates, dealing with industries and the financial sector, rather than others. The interviews themselves naturally vary in quality, but at best constitute a significant weight of evidence. Copies have been lodged at the Sussex University European Institute, at the European University Institute in Florence, and at the Hoover Institution, Stanford, California.

These are in the form of notes, not verbatim transcripts, being the researcher’s record of what took place. This creates problems of attribution. Some of the material would not have been given if the sources were to be made plain so soon after the event; in other cases, where many of the respondents agreed, footnotes would have been unmanageably long. Where a choice is made between different interpretations, attribution would have been invidious and unfair to those who spoke in good faith. Furthermore, no individual could be taken as representative of any firm or institution, let alone a whole sector of government. Hence they are referred to here, where direct quotation occurs from the notes, but only by indexed numbers; in the archives they are referred to by a general title such as ‘DG3 Official’ or ‘Executive of such-and-such a company’.

The problems connected with oral history are well known. They include lapses of memory, vindictiveness, falsification, excessive discretion, trivia, over-simplification, lack of perspective and various sorts of distortion and hindsight.5 The interviewer in turn has his or her limitations, ranging from choosing an unrepresentative sample to undue deference or bias in questions; not forgetting that the method is often so enticing that it may unwisely be preferred to official or other printed sources.

A distinction should of course be made between oral history, used predominantly to record memoirs of the less articulate (whose lifestyles rarely appear in documentary form), to construct alternative or ‘peoples’ histories’, and elite oral history, whose respondents are used to presenting themselves and their views fluently. Only the latter have been used here because they offer an unrivalled insight into motivations, interpretations, factors in policy-making, and the personal or group interchanges between those who belong to one or other of a number of elites.

The advantages clearly outweigh the risks, which prudence and practice can to a large extent mitigate, though never eliminate. Elite oral history, constructed from discussion with participants in the midst of the action, provides assessments of personalities and events which may not be recorded in documents even when these eventually become available for research. More important, it gives guidance on organizational relations which may well substantially modify observations found elsewhere. No organigram can be weighted sufficiently to show the informal channels or the difference between real and ritual communications.

Some institutions have only a limited effective life before becoming bureaucratized. Some are so informal as to leave no documentary record. All networks operate differently, depending on the question at issue and the level at which they relate to others. Vast as the flood of EC documentation is, ranging from formal reports to discussion documents, these alone cannot establish what on any given question is the place each player in each game merits. Interviewing gives insights into the assumptions or ethos of a group and its collective aims which, in the case of commercial organizations, may never otherwise be fully documented.


Presidents and principal Commissioners relevant to the main themes since 1981








	President (81-84)

	External relations

	Econ. and finance




	Gaston Thorn

	Wilhelm Haferkamp (Lorenzo Natali)

	Francois-Xavier Ortoli












	Industry

	Competition

	Transport




	Etienne Davignon

	Frans Andriessen

	Georgis Contogeorgis












	Science/Research

	Telecoms

	Internal market/Financial institutions




	Etienne Davignon

	 

	Karl-Heinz Narjes (int. market) Christopher Tugendhat (financial institutions)











	Regional policy

	DG XXIII (enterprise policy, tourism,…)




	Antonio Giolitti

	Antonio Giolitti












	President (85-88)

	External relations

	Econ. and finance




	Jacques Delors

	Willy De Clercq (Claude Cheysson)

	Alois Pfeiffer












	Industry

	Competition

	Transport




	Karl-Heinz Narjes

	Peter Sutherland

	Stanley Clinton Davis












	Science/Research

	Telecoms

	Internal market/Financial institutions




	Karl-Heinz Narjes

	 

	Arthur Cockfield











	Regional policy

	DG XXIII (enterprise policy, tourism,…)




	Alois Pfeiffer

	Carlo Ripa di Meana (Abel Matutes)












	President (89–92)

	External relations

	Econ. and finance




	Jacques Delors

	Frans Andriessen (Abel Matutes)

	Henning Christophersen












	Industry

	Competition

	Transport




	Martin Bangemann

	Leon Brittan

	Karel van Miert












	Science/Research

	Telecoms

	Internal market/Financial institutions




	Filippo Maria Pandolfi

	Filippo Maria Pandolfi

	Martin Bangemann (Leon Brittan)











	Regional policy

	DG XXIII (enterprise policy, tourism,…)




	Bruce Millan

	Antonio Cardoso e Cunha












	President (93-94)

	External relations

	Econ. and finance




	Jacques Delors

	Leon Brittan Hans van den Broek (Manuel Marin)

	Henning Christophersen












	Industry

	Competition

	Transport




	Martin Bangemann

	Karel van Miert

	Abel Matutes












	Science/Research

	Telecoms

	Internal market/Financial institutions




	Antonio Ruberti

	Martin Bangemann

	Raniero Vanni d’Archirafi











	Regional policy

	DG XXIII (enterprise policy, tourism,…)




	Bruce Millan

	Raniero Vanni d’Archirafi












	President (95-99)

	External relations

	Econ. and finance




	Jacques Santer

	Hans van den Broek Leon Brittan (Manuel Marin) (Joao de Deus Pinheiro)

	Yves-Thibault de Silguy












	Industry

	Competition

	Transport




	Martin Bangemann

	Karel van Miert

	Neil Kinnock












	Science/Research

	Telecoms

	Internal market/Financial institutions




	Edith Cresson

	Martin Bangemann

	Mario Monti











	Regional policy

	DG XXIII (enterprise policy, tourism,…)




	Monika Wulf-Mathies

	Christos Papoutsis
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The European Integration Experience

RICHARD T. GRIFFITHS


1

1945–581

In 1945 western Europe counted the cost of yet another continental conflict, the third in the space of seventy years involving France and Germany. Yet by 1958, these two countries had formed the core of a new supranational ‘community’, transforming intra-state relations in the space of thirteen years. It represented a development to which many in 1945 would have aspired but which few would have dared to hope would be realised so quickly. This evolution marked the beginning of what is commonly referred to as ‘the process of European integration’.

It is worth pausing to consider the double connotation of the word ‘integration’, since the expression is used to imply both a sequence of institutional changes (all involving the surrender of national sovereignty) and the enmeshing of economies and societies that it is intended should flow from these measures. To be more precise, ‘integration’ was one of the goals of the European Coal and Steel Community (ECSC), founded by France, Germany, Italy and the Benelux countries in 1952, and of the European Economic Community (EEC) and EURATOM, both founded by the same six states in 1958. Nonetheless, we should realize that this term intentionally excepts many other types of institutional change on the grounds that they are ‘inter-governmental’, and do not involve the surrender of sovereignty. It also marginalizes other sources, institutional or otherwise, of Europe’s growing ‘interdependence’.

The ‘process of integration’ is given pride of place in the memoirs of those most closely identified with it. This is because they were convinced of the historical importance of their achievements, but also because they were eager to win the propaganda war against the existing inter-governmental alternatives, which they perceived as weak and incapable of sustaining further development.2 The institutions and workings of the new supranational communities were pushed further into the limelight by the writings of a generation of political scientists, attracted by the novelty of provisions in the Community and the dynamic inherent in their operations. Their attitudes have subsequently been projected backwards onto the past in a series of histories which concentrate on the struggle for supranational, even federal, institutions, but which mostly exclude developments elsewhere. Yet the EEC came onto the scene relatively late in the day and although the ECSC had been created six years earlier, it was limited in its economic impact. Insofar as the economic boom of the 1950s and the trade expansion that accompanied it had been caused by institutional changes, its origins lay elsewhere. The EEC’s creation witnessed the end of western Europe’s financial and commercial rehabilitation and not the beginning.

Since the late 1970s, a new generation of historians, trudging in the wake of the so-called ‘thirty year rule’ – the period before which some national governments grant access to their archives – have been rewriting the history of this period. Much of this work has still to be assimilated into mainstream accounts but, once it has been, its main achievement will have been to widen the perspective and context of analysis and to rediscover the complexity of the past. This, in itself, has often constituted an antidote to the simplistic ‘high politics’ analysis (and sometimes straight federalist propaganda) of existing accounts. However, thus far historians have been less than successful in agreeing on a coherent ‘alternative’ explanation to federalist accounts.

One casualty of the new history has been ‘American hegemony theory’, at least in its early chronology. The ‘hegemonic leadership’ theory argues that the existence of an American political hegemony allowed for the reconciliation of lesser, more localized national differences. Thus, at the height of its relative economic, political, military and moral power, the United States is supposed to have used its good offices to establish a liberal world order and, more particularly, to have supported ‘integrative’ solutions to world problems that mirrored its own history and that seemed to underpin its own success and prosperity. The new, revisionist literature has demonstrated the limits of hegemonic power and has raised awareness of the degree to which Europe has been able to resist American influence. Equally, it has underscored the ‘European’ as opposed to the American motives in seeking to ‘change the rules’ of European inter-state relations through institutional innovation and reform.

Secondly, historians have stumbled into the ‘actor-agency’ dilemma already familiar to political scientists. Initially, much of the literature focused on the actors: the ideas that drove them, the positions of political power they occupied and their role in the nexus of key players, together with the political processes which they adapted or invented to accomplish their ends. The need to find peace in western Europe and to build a bulwark against totalitarianism formed the ‘real world’ components in this analysis. Subsequently, historians working usually in governmental archives have found a more prosaic subtext to these events. Far from an heroic, visionary quest for a better future, they recount the story of an entrenched defence of perceived national interest. This version of history is often juxtaposed against the earlier approaches but the two are not necessarily irreconcilable. The international agreements that underpin the integration ‘process’ were usually submitted to parliamentary scrutiny and the threat of rejection placed constraints on too cavalier a surrender of sovereignty on issues of real public concern. Moreover, the whole idea of ‘supranationality’ is to adapt the rules of future political behaviour, to determine a new ‘how’ for the political process. It may remain a primary goal even if it requires a surrender of consistency or elegance in the short-term.

This version of ‘perceived national interest’ is itself the outcome of domestic political processes and is susceptible to changes in the balance both within governments and between governments. It is some way removed from the concept of national interest as formulated by ‘realist’ or ‘neo-realist’ scholars, who argue that the state is a unitary actor, intent on maximizing its interests, whose foreign policy behaviour can be understood from an objective reading of its relative geo-political position. Within the literature of integration this type of analysis made its appearance in the early 1960s3 and has recently been revived. In its current version, the viability or survival of post-War, democratic states lay in their ability to satisfy a ‘consensus’ built around comprehensive welfare provision, economic growth and agricultural protection. According to this critique, only when these goals can not be met in any other way do governments agree to surrender sovereignty, usually emerging stronger as a result.4 Aside from postulating an implausible degree of coherence in collective decision-making, this version of events both exaggerates the dangers confronting European states in what was, after all, the middle of the greatest economic boom in modem history, and the importance of supranational mechanisms in resolving residual commercial challenges.

Despite the awesome destructive power of the weaponry deployed during the Second World War, Europe’s post-War productive capacity was not as damaged as has often been claimed. Although the image of utter devastation still persists, the material damage was concentrated on areas of infrastructural investment (mainly transport and housing) and much less on productive capital. Most historians now accept that Europe’s industrial capacity was larger in the late 1940s than it had been in 1938 and, in some respects, better adapted to the needs of the post-War era. Without taking this into account, it is impossible to understand Europe’s rapid industrial recovery. Already by 1947, most western European countries had surpassed their pre-War levels of industrial output. Germany, the main exception, was not to do so until 1950, by which time western Europe as a whole was producing almost 25 per cent more than in the pre-War years. Although the expansion of manufacturing was remarkable, serious problems still remained. Basic industries, such as coal and steel, struggled to recapture pre-War levels and the neglect and destruction of transportation systems also caused major bottle-necks. Agricultural production was not as severely weakened within western Europe, but recovery was much slower than it had been for industry. Although a poor harvest in 1947 reinforced the negative image of the condition of European agriculture after the War, this was a serious but isolated incident and output rebounded quickly. Even so, it was not until 1950 that production recovered to its pre-War levels.5

The impact of all these changes was to widen the productivity gap between Europe and the USA. In industry alone, the USA had emerged from the War with double the output of 1938 and, despite the dislocation of adjusting to peacetime conditions (and a short-lived recession), had added further to this position by 1950. Without closing the gap, it was felt that Europe would be unable to repair the trade imbalance with the US and would be unable to sustain acceptable standards of welfare for its peoples. This problem was aggravated by the impact of the War on Europe’s trading relationships, both with each other and with the rest of the world.

American wartime planning had aspired to a world multilateral trade and payments system. The Bretton Woods conference, held in July 1944, decided in favour of the restoration of the gold-exchange standard (based on gold and convertible reserve currencies) but with two important safeguards. Firstly, it created the International Monetary Fund (IMF) to aid countries against speculative attack. Secondly, it agreed a set of ‘rules’ to govern international monetary behaviour. In December 1945, the US proposed complementing the arrangements for world monetary order by the creation of the International Trade Organisation (ITO) to ease trade conditions and to co-ordinate national countercyclical policies. Its constitution, in a much watered-down form, was agreed in Havana in 1948. However, the ITO never came into existence because the US Congress, unwilling to surrender so much control over its protectionist arsenal, refused its ratification. This left the temporary and far less comprehensive General Agreement on Tariffs and Trade (GATT), agreed in 1947, as the main regulatory body for commodity trade. It is important to note that in both areas, the agenda for action was a global one. There was little place for new regional discrimination and every intention to eradicate existing trade preference areas, usually between colonial and metropolitan powers.6

Instead of a multilateral trading system, Europe’s trade and payments had returned to the pattern of bilateralism and autarky that had characterized the 1930s. Indeed the pervasiveness of frontier controls between countries and across products surpassed anything that had been seen in peacetime since the start of the free trade movement a century earlier. Europe’s commercial problems stemmed from several different sources. The effect of the dislocation of the War on many economies made it difficult to divert production to exports at the expense of investment or already low levels of consumption. Moreover, the liquidation or destruction of foreign investments which, even by 1950, were still earning 75% less in real terms than they had been in 1938, removed an important source for covering import requirements. These two developments aggravated trade imbalances but the problem was further complicated by shifts in the direction of trade. Germany had provided many countries with imports of fuel and raw materials, semi-manufactured and investment goods upon which their own industries had depended. Because German recovery was inhibited by the occupying Allies, this source of supply was much diminished. Moreover, agricultural goods, and particularly grain, were no longer available in the same quantities from eastern Europe. Indeed the only area capable of compensating for this shortfall in supply was North America. Thus the trade deficit with the dollar area increased enormously compared with before the War, at a time when the disruption of colonial economies also meant that Europe was no longer able to earn dollars from triangular trade. The scarcity of hard currencies forced countries to restrict imports and control trade through bilateral agreements, augmented with quantitative restrictions and exchange controls. The effects of these problems, and the measures chosen to cope with them, reduced the relative levels of internal trade in peacetime in western Europe to possibly their lowest point in the twentieth century. The share of internal trade as a proportion of Europe’s total imports and exports fell from almost 48% in 1938 to under 35% ten years later.7

It was against this background that, early in 1947, there occurred a sharp deterioration in western Europe’s balance of payments. It was probably occasioned primarily by the ambitious inflationary investment plans initiated in pursuit of domestic reconstruction but was aggravated by the impact of poor harvests on Europe’s terms of trade. Yet it was this second factor, with its associated images of hunger, high prices and social discontent, that formed the prime means publicly to legitimize the massive dollar investment programme announced by the American secretary of state, General George Marshall, at a speech at Harvard University in June 1947. The announcement of the Marshall Plan has often been associated with the ‘Truman Doctrine’ of March 1947, which pledged American help to the Greek government in their struggle against the Communists in the civil war. Together, they have come to symbolize the start of the Cold War. Yet Marshall Aid marked another fundamental shift in American policy. It represented a recognition that Europe’s reconstruction could not be managed within a global, multilateral framework, but rather that the continent’s rehabilitation was a prerequisite for the functioning of wider arrangements.8

The failure of a global strategy was underlined within months of the announcement of Marshall Aid. When, in 1945, the Anglo-American loan agreement had been signed, one of its clauses had stipulated that the United Kingdom would reintroduce sterling convertibility by mid–1947. This would allow countries to use their sterling reserves for multilateral settlements and thus reduce the pressures on the dollar. On the appointed day, supported by new loans, the British government duly announced the return to convertibility and found itself immediately confronted with a run on reserves. Within seven weeks, the experiment was abruptly curtailed. Nothing else could have demonstrated so eloquently that it was not currency or liquidity that the system needed, but one currency in particular (the US dollar) and in one area (western Europe).

Of course there was a realization that special transient arrangements would be needed to assist recovery from wartime destruction. In November 1943, for example, forty-four governments created the United Nations Relief and Rehabilitation Administration (UNRRA) for the provision of immediate relief in the form of food, clothing and shelter, as well as the raw materials and machinery necessary to restart agricultural and industrial production. In mid–1946, the UNRRA decided to wind up its operations by the spring of 1947. Before then, in June 1946, another Bretton Woods institution, the International Bank for Reconstruction and Development (IBRD or World Bank) had commenced operations, although it was another full year before it made its first loan. Marshall Aid, however, was an implicit acknowledgment that IBRD funds would be no match for the task at hand.

The United States began its active intervention in Europe’s structural problems with the European Recovery Program (ERP). In comparison with the $4 billion that the United States had contributed to European reconstruction in the first two years since the War through the UNRRA and other programmes, over the four years of its operation Marshall aid allocated to Europe nearly $12.5 billion: $10 billion in grants, $1 billion in loans and $1.5 billion in ‘conditional aid’, which was used to lubricate the limited intra-European Payments Agreement of 1948. Not only were the sums contributed far larger than had previously been considered necessary, but ERP was important in enabling countries to adopt longer-term and more secure planning frameworks for their investment strategies, by giving recipient countries a commitment to provide financial aid and other assistance on a four-year, rather than an ad hoc, basis. On the American side, the Economic Cooperation Agency (ECA) administered the scheme. In Europe, sixteen states formed the Committee for European Economic Cooperation (CEEC) to decide on accepting the aid and, in 1948, continued their existence as the Organisation for European Economic Cooperation (OEEC).

The dollars were made available for vital import requirements. Only 17% was spent directly on imports of ‘machinery and vehicles’, the rest went on raw materials and agricultural products. The importers, however, paid the equivalent in domestic currency to their governments who were free to use the money on capital projects. This mechanism freed domestic funds for capital formation and, since ECA approval was required before the funds could be spent, it allowed US planners to influence directly the direction of economic change. In addition, for example by refusing funds to Italian firms that dealt with non-’free’ (i.e., communist) trade unions, it also permitted their intrusion into the politics and societies of European states.

The macroeconomic impact of the ERP on European economies has recently been questioned. Certainly it did not save the continent from ruin and starvation since, by the time its funds came on stream in mid–1948, that moment had long passed. Instead, it contributed to the maintenance of already high investment levels, with the greatest relative impact in the first two years. However, funding was not on a scale sufficient to explain the super-growth of the 1950s. It is true that in 1948 and 1949, the contribution of ERP funds to gross domestic capital formation touched 30% in Germany and Italy, but in both countries the global figures were particularly low. The more usual level was around 10%, as it was also for Italy and Germany in 1950 and 1951; a useful but not decisive contribution. New calculations suggest that aid directly contributed only 0.5% per annum to annual growth in this period. Indirectly, the flow of funds for raw materials itself released resources for investment and the secure planning horizons might also have contributed to raising investment and output targets. The ERP also reduced the tension of the said structural adjustment. At a time when demand exceeded supply by 7.5%, an addition of 2.5% to GNP reduced the potential conflict about how wealth should be distributed between labour and capital.9

Not unnaturally, the Americans were reluctant to see their funds siphoned off into competing national schemes, each presumably demanding further measures of national protection. They insisted from the start that the funds be allocated according to pan-European criteria and in the service of a pan-European plan. The European criterion for aid assessment was adopted. It was taken as the size of the dollar gap rather than any estimate of size of income or degree of damage. A European plan also emerged, aimed at the previously prescribed goal of balance of payments equilibrium by 1952. However, a closer reading of the European plan demonstrates that it was little more than the aggregation of separate national plans. The Americans had more success in encouraging measures for the freeing of trade and payments from national constraints and protectionism. Although the causes of the economic growth of the 1950s, and the even more spectacular expansion of trade that accompanied it, are many and complex, at an institutional level it was the ERP, through the OEEC, that laid the foundations.

In October 1949, the ECA administrator, Paul Hoffman, made a major speech to the OEEC in which he called repeatedly for ‘integration’ as the price for a continued, generous level of dollar aid. ‘The substance of such integration’, he went on, ‘would be the formation of a single large market in which quantitative restriction on the movement of goods, monetary barriers to the flow of payments and, eventually, all tariffs are permanently swept away.’ Although the OEEC had experimented in 1948 and 1949 with some limited multilateral payments schemes and was at that moment considering a (modest) start to a programme of quota removal, Hoffman’s speech had the effect of concentrating minds wonderfully.

In case the OEEC was in doubt about the direction of American thinking, another ECA official, Richard Bissel, produced an outline for a European Payments Union (EPU), a discriminatory soft-currency zone, which in its detail went far beyond the usual policy advice. The Americans also pledged themselves to providing a sum of $350 million for the EPU’s working capital. It is interesting to note that the EPU was a recognition that another American creation, the IMF, was incapable of supervising Europe’s transition to convertibility. However, its rules and objectives were oriented towards the attainment of full, non-discriminatory currency convertibility. The sterling crisis of 1947 had demonstrated that any such move would rapidly have drained the IMF of its loanable funds. All the IMF could do was to recognize the serious structural problems facing the continent and sanction the discriminatory currency practices that were already commonplace.

The European Payments Union (EPU) embraced all OEEC members and came into operation in September 1950, its structure being an interesting innovation in the OEEC, which is commonly known as an ‘inter-governmental’ institution. In order to resolve conflicts, the EPU included a Special Restricted Committee of five persons chosen by lot from a list of nominees proposed by the member states, with the proviso that none of the committee members could be citizens of the countries involved in the dispute. The committee reported to the OEEC Council which then pronounced judgement. The Managing Board of the EPU, comprising seven representatives and one American observer, adjudicated using majority voting. This, too, was at odds with standard
























































GLOSSARY OF ABBREVIATIONS AND ACRONYMS

ACEA: European association of car producers

ACP: African, Caribbean and Pacific

AGCM: Italian competition and anti-trust authority

AGREF: Association des Grandes Enterprises Françaises

AmCham: American Chamber of Commerce

ARE: Association of European Regions

ASTER: Agency for Regional Technological Development

Emilia-Romagna

BA: British Airways

BDA: German industry federation

BDB: German bankers federation

BDI: German industry federation

BKartA: Bundeskartellamt

BMWi: German Economics Ministry

BT: British Telecom

CAP: Common Agricultural Policy

CBI: Confederation of British Industry

CCMC: Association of European car producers

CDA: Netherlands Christian Democrats

CDI: Danish industry federation

CDU: Christian Democratic Union

CEA: European insurance federation

CEEC: Committee for European Economic Cooperation

CEEMR: Council of European Municipalities

CEFIC: European association of chemicals industry federations and firms

CEN: European centre for standards

CENELEC: European electrical standards centre

CEO: Chief Executive Officer

CEOE: Confederation of Spanish employers

CET: Common External Tariff

CFDT: French socialist trades union confederation

CFI: Court of First Instance

CFSP: Common Foreign and Security Policy

CGIL: Italian communist trades union confederation

CGT: French communist trades union confederation

CIP: Portuguese industrial federation

CLCA: Association of national car producers federations

CNAC: Portuguese Council of EC Ministers

CNB: Czech National Bank

CNPF: French employers confederation

CONFEMETAL: Spanish confedertion of metalworking industries

Coreper: Committee of Permanent Representatives

CSCE: Conference on Security and Cooperation in Europe

DATAR: French government agency responsible for the regions

DBP: Deutsche Bundespost-Telekom

DC: Italian Christian Democrats

DG: Directorate-General

DGB: German trades union federation

DGCCRF: French mergers & fraud authority

DHKI: German SMEs federation

DIHT: German Chambers of Commerce

DM: Deutschmark

DTI: Department of Trade and Industry

DVI: German industry federation

EACEM: European association of electronics industry federations

EBRD: European Bank for Recovery and Development

EC: European Community

ECA: Economic Cooperation Agency

ECB: European Central Bank

ECNA: European Aerospace Industrial Association

ECSC: European Coal and Steel Community

ECTEL: European association of telecoms equipment producers

EDU: European Democratic Union

EEA: European Economic Area

EEC: European Economic Community

EEG: European Enterprise Group

ECJ: European Court of Justice

Ecofin: Economic and Finance Committee

Ecosoc: Economic and Social Committee

EDC: European Defence Community

EFPIA: European association of pharmaceuticals industries

EFTA: European Free Trade Association

EIB: European Investment Bank

EISA: European association of independent steel producers

EMI: European Monetary Institute

EMS: European Monetary System

EMU: Economic and Monetary Union

EP: European Parliament

EPC: European Political Cooperation

EPP: European People’s Party

EPU: European Payments Union; European Political Union

ERDF: European Regional Development Fund

ERM: Exchange Rate Mechanism

ERP: European Recovery Programme

ERT: European Round Table

ESF: European Social Fund

ETUC: European Trades Union Confederation

EU: European Union

EUROMNI: European association of small producers (SMEs) federations

FBE: European banking federation

FDI: foreign direct investment

FDP: German Free Democratic Party

FEIQUE: Spanish federation of chemicals industries

FEOGA: Fonds Européen d’Orientation et de Garantie Agricole

FO: Force Ouvrière

FTN: Catalan employers confederation

G5/G7: Group of Five/Seven

GAC: General Affairs Council

GATT: General Agreement on Tariffs and Trade

GDP: gross domestic product

HA: High Authority

HDTV: high definition television

HIBD: Highlands and Islands Development Board

HNB: Hungarian National Bank

IBEC: Irish Business and Employers Confederation

IBRD: International Bank for Reconstruction and Development

IGC: inter-governmental conference

IMF: International Monetary Fund

ITO: International Trade Organization

JAMA: Japanese federation of car producers (in Europe)

KK: Netherlands Coordinating Committee

MEP: Member of the European Parliament

MFA: Multi-Fibre Agreement

MFE: Movimento Federalista Europeo

MITI: Ministry for International Trade and Industry (Japan)

MMC: Monopolies and Mergers Commission

MNC: multinational company

MS: member state

NAFTA: North American Free Trade Area

NATO: North Atlantic Treaty Organization

NEDC: National Economic and Development Council

NESC: National Economic and Social Council

NFs: national firms

OECD: Organization for Economic Cooperation and Development

OEEC: Organization for European Economic Cooperation

OPEC: Organization of Petroleum Exporting Countries

ORGALIME: European association of telecoms industry federations

ÖVP: Austrian Christian Democrats

PCE: Spanish communist party

PCF: French communist party

PCI: Italian communist party

PCPE: Patronat Catala Pro Europa

PDS: Italian democratic party of the left

PIMEC: Spanish association of SMEs

PP: Partido Popular

PS: Parti Socialiste

PSI: Italian socialist party

PSOE: Spanish socialist party

QMV: qualified majority voting

QR: quantitative restrictions

RDF: Regional Development Fund

RPR: Rassemblement pour la Republique

SDA: Scottish Development Agency

SEA: Single European Act

SEM: Single European Market

SEV: Greek industry federation

SGCI: Service de Coordination Inter-ministerial

SME: Small and Medium-sized Enterprises

SMMT: Society of Motor Manufacturers and Traders

SOPA: Agriculture Confederation

SPD: German socialist party

TNCs: trans-national corporations

TUC: Trades Union Congress

UDF: Union Democratique Français

UGT: Spanish socialist trades union federation

UNICE: European confederation of industries

UNIFE: European railway producers federation

UNRRA: United Nations Relief and Rehabilitation Administration

VCI: German chemicals industry federation

VDA: German association of car producers

VER: voluntary export restraints

VNO: Netherlands industrial federation

WEU: Western European Union

WTO: World Trade Organization

ZDH: German association for craft business (SMEs)

ZVEI: German consumer electronics industries federation
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