EU at Fifty- continuity and change, a Non-Paper: Birthdays in Collective Lives 
George Ross
Confidential preface. 

This is obviously not a research report. And equally obviously, it is insufficiently argued and documented as it stands.  The main reason for these egregious violations of conference etiquette is that the author has other goals in writing it this way than satisfying conference etiquette.  Criticism is, of course, welcome. Welcome as well will be suggestions about topics and areas not yet covered. The paper is obviously an initially memo for another project. What, in large terms, is missing and needs inclusion? Thanks, GR

Feting a fiftieth birthday is a serious challenge for human beings. At this point youthful enthusiasm and energy have given way to a life lived into its real shapes. Such shapes reflect basic choices about investing in certain things and not others and to becoming one kind of person rather than another. The fete itself, when there is one, usually prompts reflection about the meanings of the past, the intelligence and rectitude of choices made, and, often, the limited tractability of the real world. In the best of circumstances, the reflective cinquantenaire will have insight and wisdom about all this and more. In the cold light of experience, it should be clear what equilibria have been struck, whether they are noble or expedient, what has been achieved, and what is unlikely to be so.  At the same time, the fêtard will also be aware that although time is limited, there remain at least a few years to refine and correct the choices made and trajectories already set and to better understand why they occurred where they are going. Above all, a fiftieth is one moment, if there ever is to be such a moment, when subtlety, complexity, reflexiveness based upon facts, and self-evaluative capacities should have supplanted impulsiveness, ideology, and passion, for better or for worse. 

The European Union is not an ordinary human being. With the anniversary of the Rome Treaties in 2007 the EU is about to turn fifty, however. It is absurd, of course, to suggest that there might be an analogy between the biography of a human individual human and that of a huge and complicated set of organizations like the European Union. Moreover, if the three score and ten years allotted to humans is what prompt reflexiveness at fifty, the lives of things like the EU have no such limit.  It may still be useful for leaders, citizens, and observers of the EU to observe the rules of  50th birthday by simultaneously feting and stepping back to reflect, the way individuals might. The event will certainly prompt a flood of conferences, academic books, speeches by leaders and similar documents. The non-paper that follows is meant only to step back from the narrow, quotidian, sometimes polemical, and often hyperbolic tone that much of this flood is certain to have in an effort to delineate a few of the most important central “life choices” that the Union has made in its first half-century, the constraining equilibria that these choices have created, and the problems and prospects that these equilibria seem to dictate. 

1. Social Europe


“Social Europe” is a theme that must be at the center of any “EU at Fifty” reflections. There is incessant discussion about social Europe, from which it should be evident that a clear and fundamental equilibrium has indeed been struck.  Starkly put, as it was at birth, the EU at 50 is overwhelmingly a market-economic affair, . With notable but limited exceptions the EU’s evolving treaty-constitution has left “social model” matters (employment relations and welfare state programs) in the hands of national polities.  This basic division of labor, while not the end of the story of social Europe, has structured the past and will continue into any foreseeable future (Scharpf 2005 elaborates this as clearly as anyone). From this it follows that, in general, the EU’s influence in the realms of employment relations and welfare state matters has been overwhelmingly indirect, and often indirectly overwhelming.  


The Union has had broad scope for legislating and regulating market integration. Indeed, this has been its raison d’être.  On the other hand, it has faced stringent treaty limits on legislating and regulating in social model areas, whatever its leaders might have wanted to do at any given point. It can act directly, to a degree, in equal opportunities, in certain specific market matters such as freedom of movement, in health and safety regulation deemed a market matter, and, following the Maastricht Social Chapter, on a short list of employment relations issues. This historic division of labor has created an asymmetric equilibrium, however, and, more importantly, its asymmetry has increased over time. EU-directed market integration has always had powerful implications for the conditions within which nationally-regulated social models have operated. The more the Union has promote market integration, the more its member states have had to function in a trasnnationally opening market space, the greater constraints have become on national capacities to protect dimensions of their social models. It would be only slightly hyperbolic, therefore, to assert the true story of Social Europe is to be found in the Union’s efforts to reshape the European market. If EU social policy is primarily what occurs indirectly through market changes, the focusing only on what the EU actually does in “social” areas is really focusing on epiphenomena, however interesting they may be.  What is more important, at least initially, it understanding the ways in which market opening have affected national social models. The ways of social European indirection have varied historically, however. 


Until the crises of the 1970s the institutions and purposes of the EU were meant to open up trade among the previously protected economies of its member states.
 European integration began exactly when its member states were consolidating national social models and managing their national economies in part to facilitate this consolidation. It would have been inconceivable at this moment for member state governments to have allowed significant European interference in these tasks, for they lay at the center of national democratic lives.  In face, in these early years the amount of indirect spillover from European-level market opening into national social models was minimal.  In the most recent period, roughly from the early 1980s onward, reshaping the market has taken on different and more energetic dimensions and the indirect consequences of this for member state social models has been much larger. 


The ‘1992’ Years: Direct Action For a Real Social Europe?


 In the first part of this recent period the institutionalization of EMS and the Single Market Program were the major vehicles of social European indirection. Among its effects, EMS was central in shifting the direction of French policies in the early Mitterrand era from radical dirigiste nationalism towards the renewal of European integration. The consequences were French competitive deflation, with huge implications for French social arrangements and subsequently, for those in Spain and other places, whose governments emulated policies chosen in France. The French policy shift, which most observers now believe to have been inevitable, but which most certainly was not, changed the entire course of European market integration and social policy. Without the French shift and Mitterrand’s commitment to a European strategy to replace his administration’s earlier “social democracy in one country” outlook, there would have been no “1992” episode and today’s EU would be completely different.


The effects of the “1992” years were complicated. Indirect change spilling over from the Single Market program did not happen until the 1990s, by which point the political environment for European integration had changed. What did happen with great intensity in the Delors-1002 years, however, was discussion about and legislation for the Single Market, nourishing considerable anxiety about possible “social dumping” and social policy races to the bottom that could follow member states choosing to undercut the social policy standards of others to gain market advantages. In this atmosphere, and hopeful of obtaining labor support for the new integration thrust, the Commission and Parliament promoted new EU-level social policy that might help to parry anticipated indirect effects of the Single Market.  Among the many dimensions of this were Single Market legislation on workplace health and safety justified on the grounds that national health and safety programs could be used as non-tariff barriers to trade, promotion of EU-level social dialogue, the 1989 Social Charter, and the Commission-originated Social Protocol to the Maastricht Treaty that provided strong incentives to EU level collectively-bargained social legislation.
  


The Single Market and EMU: Indirectly overwhelming and overwhelmingly indirect


The second part of the recent period, roughly from the start of movement toward EMU to the present, looks very different. At some point soon after Maastricht the Commission lost both its desire and its resources for pursuing a direct “Social Europe” trajectory.
 There were many reasons for this. The Delors Commission had pushed too hard, in too many different areas, to make new integration go as far as possible, with the Maastricht negotiations providing a “red line” stimulating member state resistance.  Some member states, not least Germany, objected to EU-level social legislation and meddling in national social affairs (particularly about poverty programs).  The Union was enlarging – in 1995 to include Sweden, Austria, and Finland, with a large pack of CEECs lining up in the background - and as the union enlarged so did the diversity of social models among its member states, making one-size-fits-all social regulation less and less plausible.   Finally, exuberance about the Single Market gave way to anxiety about high unemployment and slowing growth. Attention at European level thus turned toward finding ways to enhance European international competitiveness rather than worrying about social dumping.


Staged movement to EMU in an atmosphere of relative EU economic stagnation – pervasive except for a few years since the early 1990s – has made a huge difference to social Europe.  In the background was the Single Market Program promoting a genuine European market from separate political economies tied by common trade and tariff rules that had ceased being talk to become new rules. These rules were felt seriously, and not always happily, by citizens and companies. Member states were already losing much of their leverage over market regulation when EMU, designed to make them lose even more in the critical area of monetary policy, began to pinch. Given the stringent Maastricht convergence criteria (subsequently inscribed in the Stability and Growth Pact) and the ECB’s strict price stability orientation after EMU came into being in 1999, EMU also placed enormous new limits on member states freedom in macroeconomic policy areas.  EMU was explicitly designed to oblige Euro-zone members themselves to allocate adjustment costs for shifts in competitiveness via domestic methods. There were really but two ways of allocating these costs, either by shifting wage levels (down) or reining in national budgets themselves dominated by indirect labor costs from social protection systems.  


Today: Asymmetrical Equilibrium and Social Europe


The new social European equilibrium between European level market regulation situation and the maintenance of national social models is dramatic. EU member states retain their legal prerogatives over employment relations and social policy issues. Yet indirect market pressures on these national prerogatives and their use have become overwhelming. This is true partly because of the progressive realization of the Single Market. Beyond this, globalization effects that were unforeseeable in the 1980s when the Single Market and monetary unification trajectories started, have intensified the onslaught of invasive markets on national political economies. In particular, far Eastern manufacturing successes plus the new exit prospects for corporate delocalization presented by the end of the Cold War in the light of EU enlargement to new Central and East European countries have made real differences.  And, last but not least, EMU put Euro-zone members in monetary and macroeconomic policy straitjackets at the same time that their national employment and social policy systems faced major squeezes.   


Differences and disagreement among member states about social issues plus the essential fact that employment and social policy issues remained the heart of domestic democratic politics meant that the new equilibrium puzzled actors at both national and European level.  At national level, anxiety about employment, sustaining employment relations systems and protecting social protection ran extremely high. However, given EMU there was little that most governments could do but await a return to growth that seemed very reluctant to come, promote unpopular and electorally costly domestic reforms, or, in extremis, to defy SGP constraints. None of these strategies have been good for keeping governments in power. One result has been rapid turnover in the partisan balance of government power in many places. The situation also led politicians to promise repeatedly more than they could deliver, making them constantly vulnerable and feeding the deterioration of the legitimacy of democratic politics more generally. 

The major Euro-level response was the tapid, almost promiscuous, contagiong of the “open method of coordination” (OMC). Because “hard” approaches were no longer feasible in social European policy areas,  there was a shift toward attempts to promote social model coordination and harmonization via “soft” methods.  OMC was meant to be a way of promoting member state convergence on desirable general policy goals pre-established at European level through decentralized processes that would develop common vocabularies, indicators, objectives, and, eventually, results. OMC processes and their achievements would be compared cross-nationally through a “peer review” system that would allow European institutions eventually to praise the better participants and shame the laggards. The ultimate product, should all of this work well, would be parallel national-level decisions, each fitted to particular national circumstances, providing the functional equivalent of Euro-harmonization. 

OMC began as part of the Maastricht Treaty’s approach to coordinating macro-economic policies among member states about to face imperatively coordinated monetary policies from EMU in exercises to prepare Broad Economic Policy Guidelines (Hodson and Meier 2001). It was then advanced in social policy areas by the 1993 Delors White Paper on Growth, Employment and Competitiveness (EU Commission 1993). But it really came of age in new European Employment Strategy in 1997, a product of the Amsterdam Treaty, high anxiety about the EU’s unemployment problem and contemporaneous shift Leftwards in national governments.  Since then the EES has become the model OMC process.
 OMC, in different permutations and combinations, has also spread into other areas such as social exclusion (poverty) and pensions, as well as becoming a central tool in the pursuit of Lisbon Agenda general economic goals (Rodrigues      ).  
  This dynamic picture of much stronger indirect (or exogenous) market pressures on member state social models and policy prerogatives, member states deprived of important coping mechanisms in monetary and macroeconomic policy, and wholesale adoption of “soft” approaches through decentralized OMC processes, is incomplete. If OMC has become the great hope of advocates for more social Europe, what have been its consequences? Here, alas, we are left largely in the realm of informed and uninformed speculation. All OMC exercises are recent, making conclusions difficult. A connected problem is that available information and the purposes of those who have gathered it are inadequate and suspect. 

Most is known about the EES (Zeitlin and Pochet 2005).  This is because many academics have spent a time investigating and evaluating the EES process, in part to see whether what has happened is what was supposed to happened. The available record is mixed.  In part this is because the EES was initiated when the Council was dominated by Left-Center governments, then restructured when the balance had shifted Rightwards, in line with a shift in political focus from social democratic to neo-liberal reformism from a focus on Scandinavian-style activation toward Anglo-Saxon “workfare” (Manow et al 2004). Political goals aside, Commission and Council have learned their roles, but what has happened in member states is more complicated (Barbier 2004). In some countries where the OMC game has been played well, this is mainly because something like OMC predated EES in national policy practices. In others there are participation gaps, significant bureaucratic barriers, and sometimes even ignorance of the EES and OMC.
  This means that even if OMC-NAPS (National Action Programs) are dutifully churned out annually, there may be massive procedural non-compliance. Evaluating EES process development has also been complicated by a rather biases present in the academic community. For reasons beyond our scope, OMC has been received with great enthusiasm by some who see it less as an instrument that could serve EU’s needs for employment policy convergence and lucidity and rather more as a possible answer to planetary needs for new democratic participation. The EES OMC will almost certainly not provide this answer, but belief that it might makes at least some analysts overoptimistic in their assessments (Zeitlin, Trubek, Sabel). Problems of a different order are found in the academic social policy community where deep commitment to reforming post-war welfare states in threatening new circumstances leads to overinvestment in OMC, restraint of criticism, and/or denunciation of neo-liberalism. It may also be the case that the flattery and funding given to this community by the Commission lessens critical distance, not to speak of increasing willingness to accept the substantive interpretations of the Commission.  In short, there is a lot of confusion about the EES OMC process, and there is no reason to think that similar confusion will not be present in discussions of the many other OMC processes.

There is also confusion about results (Barbier 2004; Pochet 2004). The EES, on its own, was never likely to produce far-reaching changes in terms of increased employment, mainly because EMU has deprived governments of the demand-side policy leverage needed to promote significant job-creation. The EES has focused primarily on supply-side approaches, in particular promoting new active labor market policies particular and inciting “employability.” In these areas there have been changes in member state approaches, although they vary tremendously from country to country.  How much these changes have to do with the EES OMC is a central question, however.  The countries that are the best practitioners of active labor market policies are Sweden and Denmark, both long-time adepts of such policies who played important roles in bringing their use and techniques to the attention of other EU member states. Moreover,  the logic of longer-term changes in different countries probably override EES influences – Barbier (2004, 430-1) illustrates this by contrasting completely French and UK approaches to reforming “tax-benefit” systems. “Employability” policies involving building new work-seeking incentives into unemployment insurance programs that had been designed for full  employment conditions have been widely implemented, but once again coming from much further afar historically than the EES and demonstrating deep national differences that belie any “convergence” goals. While the EES OMC may have helped in this contagion, it is quite likely that budgetary pressures on social spending from EMU have helped a great deal more.  

Barbier notes that “the European Commission’s communication on the assess of the first five years of the EES (CEC 2002) actually displayed an overall lack of evaluation findings of policy outcomes causally linked to the EES.” This is indeed an astounding result! It may be that announcing the larger results of the EES OMC, if any, will be a job for economic historians.  Processual, political, and substantive policy differences among member states are so vast, as are the possible reasons why any member state might choose, or feel obliged, to change the labor market and welfare state areas covered by the EES, that causality is obscured.  It is reasonable to conclude, however, that EES OMC is not a magic bullet that will solve the EU’s very large employment problems, whatever else is may achieve either procedurally or substantively.  This is certainly one of the underlying conclusions of the two Kok Reports (Kok et al 2003, 2004). Other OMCs have not existed long enough to assess. A priori, the “social exclusion” OMC, built on slightly different lines than EES OMC, might make a clearer difference. Poverty policy is a narrower area than employment and different EU member states have for some time been engaged in serious reforms, both on policy and cost problems – here the French RMI and CSG have been models. Substantial poverty pockets and “social exclusion” are also relatively new issues, since prior to the 1980s near-to-full employment provided wage incomes and kept most individuals tied to markets. In general terms, the new poverty is therefore a subset of larger employment matter. Exchange about best practices of the kind OMC can provide may well encourage better fine-tuning. There is some possibility that the EES and social exclusion OMCs, to the degree to which they are effective, will work at cross purposes, however.  In the absence of much higher levels of employment, which probably depend upon  factors beyond the scope of the EES OMC, the “workfare” – or, to be gentler, active labor market -  policies promoted widely by the EES OMC (measures such as shortening the time period when high replacement rate unemployment insurance benefits are received) are likely to create more “new poor” who then burden poverty policy programs and are menaced by social exclusion.  Benchmarking and exchanging best practices about pensions is undoubtedly useful, but changing public pension programs is such an object of controversy across the Union that the reforms that occur are bound to be the product of national politics. As for the Lisbon Agenda OMCs, as of writing the Lisbon Agenda is an embarrassing failure. 


Our first claim, therefore, emerges relatively unscathed from the various OMC exercises.  The main EU-level influences in the area of social Europe are market-reshaping and liberalizing initiatives like the Single Market, soon to be reinformed by more liberalization in the general services and financial markets areas,  and EMU, which places all responsibilities for adjusting to changing competitive circumstances on member state while simultaneously constraining their adjustment capacities. The exact weighting between European policy effects such as these and more general, and global, movements to more open markets is impossible to assess. What we know is that Euro-level policy pressures move in the same directions as those of globalization. “Social Europe” is thus Euro-level agencies and policies that promote increased market pressure on member state capacities in the social model areas which remain their prerogatives. Besieged by such market pressure, low growth  and exiguous public finances, member states have much narrower margins for maneuver than they had earlier. The social Europe equilibrium is thus assymetrical, and growing more so, with member state social models on the defensive. In the middle is a spectre, the OMC. Will it make any difference? What difference will it make? Whose side is it on? 

2. The EU and Democratizing…


The EU is unusual and new. It should not be surprising that its relationships with democracy are among the most controversial of issues. In part this is because what does and does not merit the appellation “democratic” is a moving area of debate and disagreement. Quite as important, the Union, given its various mandates and capacities for promoting change within its member states, has inevitably affected the structures and workings of national democracies.  Finally, the institutions of the Union, created and sustained by national democracies which have paid scrupulous attention to constitutional proprieties and the rule of law, have constantly been accused nonetheless of  harboring “democratic deficit.” 

Promoting Democracy in the World?

Perhaps the clearest, although not necessarily the most often elaborated, dimension of the democratization discussion has been the Union’s important role in promoting democracy.  In its earlier years what was called the “Common Market”  had a hand in consolidating then youthful and/or fragile democracies in its own member states.  Both West Germany and Italy, after all, were new democracies with very unpleasant political pasts.  For West Germany, barely sovereign, disarmed, occupied militarily, and under the constant scrutiny from the outside, the new EEC offered important trading opportunities for export-led industries and, as important, a place to act internationally to build legitimacy, credibility, and policy resources. Italy, less feared but itself in need of such a place, after 1947 was a country domestically divided between the precariously ruling Christian Democrats and a powerful Comunist Party. For it the EEC represented a political anchor in Western democracy, not to speak of a source of funding. France, also precarious in the later 1950s because of degrading colonial welfare that nourished anti-democratic Right wing forces and with its own hard-line Communist opposition, also needed an external anchor to ensure stability. The EEC was founded as an organization of democratic member states. Membership in the organization demanded adherence to democratic standards. For these three original member states, the EEC thus offered a point of external political attachment that enhanced the likelihood of democratic success domestically. 


The EEC, beyond being a club whose members committed to standards of democratic behavior, was also a customs union. To the degree to which it succeeded at its mission of opening up trade in industrial goods among its members it brought greater economic success. High levels of member state economic growth and efficiency in the booming 1960s were, in part, promoted by EEC market integration.  These things in themselves bolstered domestic democracies, creating resources to allow the consolidation of higher levels of social protection and other public goods like education and housing, higher wages and standards of living, plus resources to pay adjustment costs in sometimes painful situations of social transition to modern consumerism.  Enhancing economic success and prosperity, as the EEC did, was not in itself the cause of greater democracy in member states, but it certainly was a great help.


The most tangible recent EU contributions to democratization have come more recently from enlargement of the union to include new members with undemocratic pasts.  There have been two waves of such enlargement in the Union’s recent past, the first, in the 1980s, to the ex-authoritarian Mediterranean countries Greece, Spain and Portugal and the second, to the formerly Communist CEECs, completed in 2004.  Procedures for enlarging the Union have been rationalized and codified since the first opening to EFTA countries in the 1970s. According to the 1994 Copenhagen criteria, prospective members must be democratic, operate under the rule of law, and have a market economy capable of living within the EU. In addition, accession candidates have to adopt the acquis communautaire, the collected rules and procedures of the EU.  What this means, in essence, is that candidates are obligated to be, or become, functioning European market democracies along lines that are strictly specified and monitored before accession by the Union itself.  Inevitably, enlargements have their slippages, derogations, and political exceptions, not to speak of heavy-handed bureaucracy, financial payoffs, and even a certain EU imperiousness. But they do demand, and enforce, real democratization. 
The importance of this is almost self-evident. Sometimes EU insistence on high standards has fallen on societies that might well have tried otherwise to avoid playing the democratic game in full. In many other cases, including Spain and Portugal, there has been strong domestic desire not simply to follow the rules, but to emulate the high administrative, social and political standards of Northern European democracies energetically.  What the EU has done for itself and others in the realm of democratization should be regarded as among its greatest achievements, therefore. There are few countries or political associations on planet Earth that could claim to have done more.  

Democratic Deficits?

One of the Union’s problems, alas, is that this is overshadowed by debate about its own alleged “democratic deficit” The debate is heated and frequently confusing.  It is obvious that the EU at 50 suffers from serious legitimacy issues, whether they deserve the term “democratic deficit” or not.  There are at least three different lines in play. The first, schematized, might read “if the real, existing, EU is meant to create a genuine Federation of Europe, then there is a democratic deficit that needs to be addressed.”  The second, equally schematically put, would be “if the real, existing…EU is a confederation (or international organization write large) that has decided to delegate responsibilities in particular areas to transnational agents, then there is little or no democratic deficit, even if there may be problems that need addressing.” The third position is that “there is a democratic deficit, no matter what, because in today’s world there is too little democracy altogether.”


The first position begins with belief in the desirability of a federal Europe and, in the most extreme of its versions, that European integration is a good in itself beyond criticism. It continues by observing, correctly, that the institutional architecture of the EU was explicitly designed to embed federalist activists who might then serve as motors and accelerators of integration to federalism, even if other EU institutions, like the Council of Ministers and the European Council were there to control the speed and brake when things got going too dangerously fast. Holders of this position, and its many variants,   have had to recognize, however, that integration by clever Commission agenda-setting or engineered functionalist spillover have created backlash and fueled popular resentment. The engines and procedures meant to bring “ever closer union” thus need to be endowed with more democratic legitimacy. Put another way, the “Monnet method” of promoting integration by stealth – i.e. working for the longer-run good of peoples without consulting them about it - may have been necessary to initiate the road to a “United States of Europe,” but in recent years, given the acceleration of integration, integrating behind peoples’ backs was as likely to create blockages as progress. Among other things, there has been a clear shift in institutional power away from the Commission toward the intergovernmental Council and European Council that threatens to become permanent. Thus ways need be found to help the Commission become a more popularly recognized and legitimated government-in-becoming (or major part of one) and the European Parliament move more toward becoming a real parliament representing a European “we the people.”  These ways could shore up the sagging fortunes of Commission and Parliament and, perhaps, open up new forward movement. They could also help in making needed breakthroughs toward a genuinely European “we the people” beyond today’s nationally separated member state peoples.  This group invested heavily in the Convention and Constitutional Treaty, were disappointed at the limited federalist audacity of both, and devastated by the results of the French and Dutch referendums. 
The second position sees the EU as a system of cooperative confederalism and believes that this is as it should be.  Strong versions of this position like Moravscik claim that, “when judged by the practices of existing nation-states and in the context of a multi-level system, there is little evidence that the EU suffers from a fundamental democratic deficit” (Moravscik 2005, 95, see also 2001).   In this view the EU is a fully constitutional and legal order whose institutions conform with reasonable standards of democratic legitimacy as set out by reputable theorists of democracy.  Freely and regularly elected national governments and parliaments either make the EU’s ultimate decisions or delegate certain matters to agents like the Commission or the ECB, whose accountability procedures constrain them in ways similar to those used by democratic governments to control such agents within their own jurisdictions. Strong confederalist arguments (Moravscik 1998) also tend to minimize altogether the importance of such agents as autonomous or semi-autonomous actors in the EU’s history. However, announcing that supranational institutions and actors have had no significant power on their own does not fully confront the very real problem that plenty of Europeans believe that they do and are often unhappy about the consequences. 


Slightly less dogmatic and/or more realistic confederalists understand that issues of at least perceived democratic deficit matter because they nourish public anger at the EU. How to remedy them becomes the question. One way might be institutionalizing greater transparency across the board to help clarify where power lies within the EU. Another might be clarifying principal-agent arrangements to better rein in agents who insist upon using their positions to push disruptive federalist agendas. The biggest hope lies in the movement of history, however, that leads to hope that any glory days of the “Monnet” or Community Method are over, on the evidence of recent treaty discussions and the shifting of decisional centers of gravity towards intergovernmental bodies.  Shrewd confederalists were – secretly – pleased with the fiasco-like results of the Convention-constitutional treaty episode.


The third position is impossible to summarize because, in fact, it involves a range of different views characterized by general agreement that the EU, or large parts of it, are irreparably undemocratic or even anti-democratic.  Thus in EU member states today there are many, mainly on the Left, but also on the extreme Right, who believe that the EU is an undemocratic neo-liberal capitalist conspiracy or worse, the avant-garde of globalization as bearer of the interests of multinationals and/or of immigrant hordes. Their preferred solutions would be to get rid of the EU altogether and return to a fanciful status quo ante of self-determining nation states. A second congeries of groups, and they are legion, believe that the EU partakes of a general deterioration of democratic practices endemic to all advanced market societies that involves the manipulation of publics by advertising, polling, and focus groups, the media, and exaggerated personalization of complex issues behind which lies excessive and authoritarian statism, corruption, and outright mendacious elite lying and misleading. Their solutions group around a radical regeneration of civic engagement and participation, with some advocating communitarian visions and others Habermasian “deliberative democracy.” A third cluster involves groups that denounce the EU as undemocratic because it does not practice democratically in areas that high democratic theory does not necessarily entertain.  The largest bands  focus on “social Europe” issues. Their major issue is not that the EU as a whole is undemocratic but rather that the EU’s is unable or unwilling to promote equitable social policies with the same energy that its does economic liberalization. 


Within this complicated ”third group” universe some groups and movement could be brought within the EU fold were their particular issue catered to directly. Thus Habermasians have become recuperable they fell in love, lock, stock and barrel, with f the OMC. Different “social Europeans” can be mobilized for particular policies. Still, the general default bias is discounting prospect that the EU can be made adequately democratic.
  

The democratic deficit debate is significant, but it may ultimately be a dialogue of the deaf. The “federalist” school recognizes that EU institutions may now be stretched to a point where their legitimacy is publicly questioned. So far, reforms to increase legitimacy have not made a great deal of difference, however.  Instead, the problems seem to grow, even with direct parliamentary elections, parliamentary prerogatives to vet and sack the Commission, much greater transparency (indeed the EU website now contains so much information that finding what one wants has become a serious problem), more solicitation of opinions from NGOs, “civil society” and the like. Despite these processes and the growing salience of the EU,  no European “we the people” is emerging either. Why? Perhaps member state citizens distrust the EU and its institutions less because they are perceived as undemocratic than because what these institutions have produced in recent years seems to have made their lives worse. Perhaps they distrust EU institutions because greater transparency and openness makes it clearer that the EU has goals and policies that they don’t really want. Perhaps they have learned with experience that European integration is not a good in itself, indeed, that at least in part it may be a setup to allow national leaders and fervent integrationists to collude in bypassing national wishes through the use of European institutions to promote reforms that would never be possible through national democratic processes. 



At least some confederalists willfully misunderstand that EU institutions actually do a lot on their own, pursue their own strategies, behave in ways that are indeed confusing to publics, and cannot now have their horns pulled back to become the simple agents of member state principals that they were never meant to be.  History has long gone beyond the point where it is possible to turn European institutions into simple regulatory agents is out of the question.


 The third group of rebels and utopians often has little understanding of what the EU is about at all.  Like their counterparts in member states they are more likely to serve as cannon fodder for other actors, whether at EU or member state level, who do understand, than to achieve their own goals. This means, of course, that their support will be coveted by federalists and confederalists alike, as well as by ambitious political agents in the different member states. 


That important actors acknowledge a democratic deficit that stands in the way of new federalism, others either deny the existence of any such deficit or acknowledge it as a product of misguided EU federalism to be removed by shutting down the Community method and bolstering lucid intergovernmentalism, while still others think that much or about the EU is democratic, period, may be a reflection through different mirrors of the institutional equilibrium that the EU at 50 has struck.  Put simply, one thrust of the EU and its institutions, is indeed toward ever more integration, giving federalists persistent hope that ever closer union can indeed occur. The EU is also intergovernmental to a very great extent in ways that comfort confederalists. Finally, EU institutions remain obscure to many and malevolent to some, perhaps because there is something to arguments that Europe, in part, has been used as a way to impose changes on citizens in EU member states that they would not have sanctioned through their own democratic processes. 


What creates the most confusion is that the EU institutional are neither confederal nor federal. They are both, and this makes their workings, plus messages that are sent about what they do, confusing and often contradictory. The Community Method, structured around the Commission and Parliament, was meant to be and has indeed been a vehicle to promote further integration, “ever closer union,” whether anyone may desire it or not.  The workings and goals of the Commission, at the heart of this, is extremely difficult even for near-insiders, let alone ordinary people, to decode. If one wanted ever closer union one would also want the democratic legitimacy of the Community method to be shored up. On the other hand, confederalism has been on the ascent since the end of the Delors years, to the point where Commissioners and Commission leaders have been deliberately chosen recently because they were either unable or unwilling to make the Community method work effectively, something which obviously enhances the intensity of the “democratic deficit”  discussion.  Moreover, the more that proposing and maneuvering decisions has been offloaded onto the Council of Ministers and the European Council the more obscure and ineffective it has become, again intensifying democratic deficit debate.  In short, the EU’s odd institutional equilibrium feeds the unhappiness about democracy and legitimacy. More important, it is the inability of this odd institutional equilibrium to achieve sufficiently positive results for EU citizens that ensures that the democratic deficit discussion will continue and probably intensify. 

3. The World And The EU At 50


Grandiose claims about the EU’s responsibility for the long-standing peace in its region have long since exceed their shelf-lives, as European elites and people know well. “Stuck between a rock and a hard place” may be a more precise term than “equilibrium” for describing the Union’s international political position at 50. A powerhouse in the world economy and trade, relatively effective in the use of “softer” foreign policy techniques, the EU has nonetheless beeen almost clueless about the uncertain new post-Cold War environment, and this despite commitments in the Maastricht Treaty to creating a Common Foreign and Security Policy.  EU Europe’s foreign and security policy story fully illustrates the chronic “big Switzerland” dilemma.: large economic, social, and cultural footprints, “soft power” on the world scene, but very little hard power.


Cold War Strategic Subordination 
During the Union’s first thirty-five years Cold War completely overshadowed EU defense and foreign policy issues. After the failure of the European Defense Community, European defense efforts were subordinated to NATO, which preceded the EU’s founding historically and arguably provided the key opening toward continental cooperation when it removed the big guns from the hands of otherwise conflict-prone Western European nations. NATO involved common planning, command structures and the pooling of military assets and had only one purpose, to deter and, if need be, stop any hostile Soviet moves in Europe. The linchpin of NATO was the United States, which provided of many of the assets, much of the many, a large number of the troops, and most of the key decisions. What EU members, and the other Europeans in NATO, had left was to prepare their own defense efforts and foreign policy outlooks to fit NATO’s needs. Even the French push for greater European independence that led to disconnection from NATO command and control in the mid-1960s after the failure of the Fouchet Plan fit this broader anti-Soviet framework. 

NATO cast a big enough shadow to fill most of the space that European national or EU foreign and security policies might otherwise have occupied. This did not mean that the EU was completely without voice or capacities for reflection, however. There was always an official European dimension to NATO in the Western European Union, even though it amounted to little. And over time EU members developed the habits and processes of “European political cooperation” involving confidential intergovernmental discussion of foreign and security policy issues replete with meetings, a secret telex network, and other tools. In addition there were large areas where national foreign policy autonomy persisted despite the Cold War. In these areas independent foreign policy energy usually came from member states with great power-Imperial histories, namely France and the UK.  Both were active in their ex-colonial chasses gardées and both had notions of uniqueness vis a vis a hegemonic USA that were nourished by independent nuclear weapons capacities. The British thus believed in the importance of their “special relationship” and the French believed in the possibilities of their advocacy of European Cold War “third ways.”  The Germans, in the middle of these divergent paths, felt responsible for creating European consensus and were fearful of positions that could offend the US. They tended to navigate between the French and British, therefore, depending upon what the Americans wanted. But even the Germans were capable of independence within broader strategic subordination, as Ostpolitik demonstrated. More generally, when EU members disagreed about essential foreign policy matters they had not hesitation about pursuing their goals on their own or in ad hoc coalitions in international forums, even in the UN.

Seeking Clues in a New Universe
The end of the Cold War, so little anticipated by the EU that it might have been an act of God, dramatically changed the field in defense. With the collapse of the Soviet bloc, EU member states first faced the tasks of understanding their new security environment, then of deciding the new threats, if any, that needed to be anticipated, next to make plans to defend against them, and finally, to come up with the money to pay for them. This would have been difficult and costly in the best of circumstances but the EU’s “near neighborhood” –ex-Yugoslavia - caught fire before these questions had been posed, let alone answered. The result was EU division, fecklessness, lack of commitment, and confusion for much of the 1990s. In effect, despite the Maastricht Treaty’s commitment to an intergovernmental “common foreign and security policy,” the new Union was unprepared to do much. The United States, on the other hand, had the long-standing ideas about hard power issues beyond European territorial defense befitting a global power, the willingness and capacity to invest in such ideas, and a gigantic technological lead.  In addition, the US played very shrewdly in Europe, tying existing European NATO members as closely as possible to an American-led reconfiguration of NATO, thereby ensuring that any new EU common foreign and security policies would be on a tight leash, while also rapidly expanding NATO to newly independent CEECs. 

The EU fell behind, therefore. In part this was because the Union had set out on a hugely ambitious “deepening” agenda a few brief years before the Cold War abruptly ended. This involved strong forward movement in the EU traditional market-economic areas plus big institutional changes. Had the Union faltered in following this up it might have been in danger, or at least its key leaders judged.  Placing a priority on “deepening” over “widening” or “diluting” – in particular by rapidly taking in the CEECs as some Americans would have loved - was not only a European Commission slogan, therefore, it was also a reasonable assessment of the risks of rapid mission change at a moment of unpredicted international change.  The terrible economic conditions across most of the EU until 1997-1998 were quite as important.  EU member states had to strain mightily and undertake real sacrifice just to meet the EMU convergence criteria. Large quantities of new money for new departures in security matters would have been hard to find, even if key member states did undertake the defense reviews needed to shift away from Cold War postures that pointed in the direction of costly new directions. Finally, as before, key EU member states – France, Britain, Spain, Italy, and Germany –tended to have distinct and different positions on security issues and problems beyond Europe and insisted on pursuing them outside any framework of EU coordination.

Some – small - progress was nonetheless made. In 1993 leaders agreed on the Petersberg tasks of peace-keeping and conflict management that the EU could undertake with NATO support or permission, depending upon how NATO felt. And, after further humiliation over Kosovo - the St. Malo deal between the French and British in 1998 recommitted to these tasks with a new rapid reaction force backed by some money, troops, and other assets (transport, satellite capacities, smart weapons).  In the meantime the Amsterdam Treaty had created “Mr. CFSP,” a new EU “High Representative” for foreign affairs in the person of Javier Solana, former NATO Secretary General and Spanish Foreign Minister.  Other, softer, foreign policy initiatives began in different “near neighborhoods” like the Mediterranean and areas on the Eastern border of the enlarging Union.  In time, the EU’s voice also grew slightly more prominent in important places like the UN. 

Just when these small steps toward what had come to be called the “ESDP” – European Security and Defense Policy -  seemed assured,  9/11 happened.  The first large international crisis of the 21st Century provided a significant indicator of the EU’s broader international situation.  Europeans unanimously expressed massive support and sympathy for Americans after the 9/11 attacks.  Member states and the EU itself also bent over backwards to assist American intelligence services in tracking Al Queda activity and in beefing up European counter-terrorism dispositives. They subsequently supported and aided the American-led expedition to Afghanistan. The emergence of a new global challenge from terrorism, however, focused EU member states beyond the immediate European environment and here they had serious disagreements.  

American insistence on invading Iraq to dislodge the Saddam Hussein regime tapped these disagreements.  Few disagreed that the Iraqi regime was repressive, corrupt, and dangerous, but not everyone agreed that the Iraqis possessed hidden weapons of mass destruction in violation of United Nations resolutions that was the pretext for American invasion plans. Furthermore, the US demonstrated early on that it would invade Iraq, no matter what anyone else desired, an affront to those Europeans who believed strongly in the virtues of multilateralism.  The makings of a difficult situation became clearer when German Chancellor, Gerhard Schröder won re-election in autumn 2002 by opposing war in Iraq. French President Jacques Chirac, who agreed with Schroeder, insisted on further UN discussions. The British predictably supported American impatience, but tried nonetheless to get a new UN resolution to justify the impending war. As invasion neared, Europeans were divided over whether conflict should await pending results of UN weapons inspections. The Americans were willing to wait only as long as a UN resolution justifying invasion went through the Security Council, but the French vetoed it. 

Iraq was eventually invaded by a “coalition of the willing” that included EU members Spain, Italy, several Central and Eastern European applicants to EU membership, in addition to the UK, but in the face of strident opposition from the French and Germans. European public opinion, across the board, was massively opposed to the “American war,” including in the countries supporting the US. The saga continued when the Americans generated a letter from 9 European governments, including CEEC accession candidates, some also NATO members and most pro-American, in support of the War. Defense Secretary Donald Rumsfeld then praised the “new” Europe while denouncing the “old.”  The failure of the coalition to find WMD, the subsequent shifting of American arguments to justify the war, and the deterioration of the military situation on the ground after President Bush had brashly proclaimed “mission accomplished” fueled both European opposition to the Bush administration and renewed anti-Americanism.

 Rocks and Hard Places
The Iraq story underlined EU foreign and security policy dilemmas. The Union is not devoid of international clout, although its tools remain largely of the “soft power” variety. The Community –the Commission in the lead – has responsibility for trade and development cooperation, with the EU Trade Commissioner playing a very large role in international trade dealings, most recently in the WTO. Other dimensions of the EU’s external positions, such as exchange rates for the Euro and international environmental regulation, were “shared competences.’  Moreover, one product of the otherwise troubled 1990s was enhanced and more effective EU approaches in areas of humanitarian aid and conflict management, with military support from a rapid reaction force that will eventually be endowed with advanced logistical and technological tools. Finally, the accumulation of common CFSP positions was not negligible, even if it usually avoided major geo-strategic matters. As Mr. CFSP, Javier Solana, commented in 2002, a common foreign policy was not a single policy and what the EU could develop was never meant to replace completely what member states did. Still, the EU has managed to play significant roles in some major international crises, brokering the “orange revolution” in near-neighbor Ukraine and taking the lead in efforts to channeling the development of Iranian nuclear pretensions in peaceful directions.

In addition to underlining differences, however, 9/11 and Iraq have revealed huge new issues about Europe’s place in the post-Cold War world. Divisions between pro-Nato  pro-American “Atlanticists” and “Gaullists,” for want of a better word, who seek greater international autonomy for Europe have been present from the beginning of European integration. Inside the EU-25, widespread pro-Americanism and NATO engagement among new CEEC members reinforces the Atlanticists. But the open-ended uncertainty of the new post-1989 world disorder gives these old divisions new grounds.  The overpowering reality is that what the US does as the only remaining “great power” is of crucial importance to Europe. Moreover, the bombings in Madrid in spring 2004 and London in summer 2005 demonstrated that both Europe and the US are indeed confronted with threats from international terrorism. 

What to do, or rather what will the EU do?  Given Europe’s reluctance to invest in a greater global security posture and, behind this, deep divisions that would make such a global posture impossible to agree on, should the EU rely on American good intentions, global interests and perspectives, and greater willingness and capacities for using military force?  This makes sense at first glance, but it runs up against another dimension of the new reality that the Iraq saga revealed. Europe is much less significant strategically to the US today than it was in the Cold War. To be sure, there exists the possibility of regional troubles that might destabilize the broader order like the sequels of Yugoslavian dissolution. But what really counts for the US lies elsewhere, in global terrorist problems, nuclear proliferation, instabilities in the Middle East and Central Asia, and in a changing global economic and geo-strategic scene characterized by the rapid industrialization of giant countries like China and India.  

In the post-Cold War world, in other words, there is growing asymmetry between American and European global interests and capabilities against which CFSPs, ESDPs and Mr., and perhaps, eventually, Ms. European Foreign Policy, look very small. The United States is bound to define problems differently from Europeans and likely to act on such definitions almost whatever the Europeans think. This may be the deeper lesson of the crusading unilateralism of the Bush administration in Iraq.  Insisting on multilateralism, as the French, Germans, and others did concerning Iraq, simultaneously demonstrated Europe’s different way of seeing things globally and its way of trying to keep the US “under control.”  There is a great deal to recommend cautious multilateralism in our perilous world and this kind of resistance may be wise. On the other hand, it could boomerang and accentuate American impatience with the slowness and opacity of the UN system and with “old” Europe. More to the point, Europeans are unlikely to influence outcomes or bring America on board to a world view that sees the use of force as truly a last resort to be used only as part of a genuine multilateral exercise.        
Iraq revealed, in new circumstances, that the EU’s foreign and security policy limitations were those of disagreement among its members. Such disagreement undoubtedly fuels the desires of member states to retain their own foreign policy capacities, if only to make sure that their voices are heard. Throughout the Iraq situation, as in earlier large crises, the pursuit of national diplomacy, whatever the EU did, remained important esort for most EU members. Such predictable disunity tends to lock the EU into the “big Switzerland” dilemma.  In an era of globalization, the EU’s economic and “soft power” dimensions are global, yet its geostrategic visions and “hard power” are regional.  US and EU definitions of global interests will often be similar, but sometimes they will be different, as Iraq illustrates. Without “hard” global conceptions and capacities the EU, in a situation of global crisis, will face a very difficult choice. It can either support the US, even if the United States is pursuing a course with which large numbers of Europeans disagree, or it can opopose the US and more often than not lose in an unequal battle of wills with a determined superpower. Will the EU be able to resolve this dilemma?  Much will depend on the future of American foreign policy outlooks and the ability of Europeans to persuade the US to adhere to multilateral approaches. Given power asymmetries, however, the likelihood is that, on occasion, this will not be enough. At the limit, however, the perspective of a world in which the US and EU Europe have genuinely different global conceptions and capacities should comfort no one. 

For the EU, being stuck between the rock of US global power and the hard place of its own disagreement and lack of global resources is not a happy place, and for good reason. The centrality of major international changes over which the EU and member states have had little control has shaped the EU’s history. Sometimes such international changes have worked out well. It is always worth recalling that the Cold War was, in all likelihood, the major reason that longer-term dreams about European integration could take on real form. Beyond this, the geo-strategic structuring of Cold War through NATO effectively deprived Western Europeans of the military capacities that they had, for centuries, used on one another, thus obliging peace.  Sometimes these big changes have not been to everyone’s taste, however. One could argue, for example, that today’s Europe originated in international geo-economic shifts of the 1970s that were largely shaped by US power.  When Nixon closed the Bretton Woods “gold window” dangerous currency and exchange rate fluctuations and the explosion of financial globalization followed and were direct threats to core EU interests. A few years later, during the Carter Administration, the American Federal Reserve Bank, responding to stagflation, initiated in 1979 what became an international macroeconomic policy shift from Keynesianism to monetarist price stability and supply-side approaches. Given American power, EU Europe was forced to “take” and respond. EMS, the Single Market, and eventually EMU, the key responses, were shaped by EU leaders, to be sure. But most would have preferred doing different things.  It is even now difficult to assess the causes of ending of the Cold War, but it is clear that here again there have been major costs to EU Europe in what happened, however much everyone rejoiced more generally. 

Being between rocks and hard places is in the nature of international geo-political processes.  If international relations teaches us anything, however, it is that the more power and foresight a nation, or region,  can muster in anticipation of unpredictable international processes and crises, the more likely it will be to defend its own interests. EU Europe at 50 is not there yet. Will it ever be? 

4. Bottom Line? The EU and European Economic Performance


There are many ways that the EU’s history has been characterized. Some are hyperbolic, like the tale of wise EU founders seeking European peace, testing the waters for the best ways of doing so, and, after trial and error, finally seizing upon an indirect approach, through market integration.  Some are heroic, tales of Rousseauian visionaries in touch with Europe’s general good and will who decided to engineer spillover from market integration to implement them. Some are more prosaic, like the Moravscik story in which European governments seek to achieve national economic potential and durable lasting prosperity and then make “choices for Europe” that create new institutions and procedures.  It matters little whose story is closest to what actually has happened. What is important is that at the heart of all these stories is that EU Europe has been built on market integration. 


Economists always claim that market liberalization, in proper conditions, will maximize welfare.  This is all very nice, but it is doubtful that even the greatest of them would be capable of telling us convincingly whether EU Europe has been a success.   There are too many causal complexities and intervening variables to know for sure. Some things are seem fairly clear. The Common Market helped the EU six to grow more rapidly than they otherwise might have into the early 1970s. Events in the 1970s – the end of Bretton Woods, inflationary tendencies both from Vietnam and domestic European causes, the two massive oil shocks, and the American shift to monetarism and macroeconomic policy change prioritization from demand management to a regime prioritizing price stability over full employment – ended this felicitous situation.  From that point onward the EU’s main stock in trade has been energetic market- and monetary-policy rebuilding promoted as proactive response to massive international changes around Europe.  


Providing the balance sheet of EU interventions to restructure economic Europe proactively since the early 1980s is beyond us. But it is worth thinking about some sobering facts. Tables 1-3, based on recent Eurostat data (Eurostat 2004), show that, in the aggregate, the US grew faster and had lower unemployment than the EU-15 and Euro-Zone over the last decade. They also show substantial differences in social spending between EU members and the US. Closer scrutiny casts doubt on the alleged superiority of American neo-liberal approaches.  One striking piece of evidence is that EU economies outside EMU have done slightly better than EMU members and sometimes nearly as well as the US.  This could indicate that whatever the social model a strong EMU effect may explain some variance. Could it be that astute central banking practices in non- Euro-group members explains relatively greater success?
 The numbers hint at an even more puzzling story. Smaller EU-15 members have often done better than larger ones, the UK excepted. This is particularly true for “smalls” with generous social models (Austria, Sweden, Denmark, and the Netherlands), perhaps disproving the Wall Street Journal-Economist orthodoxy that it is overgenerous and overprotective European social policies that have held EU Europe back.
 

Tables 1-3 here

There is something else hidden in these numbers, however.  Some EU member states have coped well in the brave new world of Europeanization and globalization, but others have not done very well at all.  Alas, for the future of the European Union, first among these are France and Germany. Along with the UK, these are the EU’s largest economies. 
  Germany is number one in the EU, accounting for about 22% of its GDP in 2003, number three in the world, and perennially the world’s leading exporter. France is number two or three in the EU (depending upon the year, the UK may be ahead) with 16% of EU GDP, and the fourth or fifth largest exporter in the world. Both grew very slowly through the 1990s and have done even worse in the new century. Each has had consistently high unemployment, over 10% in recent years. Both have had chronic problems meeting European Monetary Union (EMU) and, more specifically, Stability and Growth Pact (SGP) targets, particularly the 3% annual budget deficit criterion, in the new millennium.
 


 Some EU members are thus are in better shape and some have demonstrated more aptitude for reform to meet globalization than others. But there are very serious problems if there are “hard cases” like France and Germany with high levels of unemployment and low growth that have lasted essentially for a decade or more with improvement only when the international economy around them looks briefly up. The issues are particularly grave for the EU when one considers that the Union is unlikely  to do very well as a whole unless economic anchor member states like France and Germany are thriving. It follows from this that whatever the EU has done over the recent period, for better or for worse, positively or negatively, some of the important reasons for such hard cases must lie at national level. Before we can conclude much about this, however, we need know more about recent history.  


France was economically successful until the 1970s crisis, after which its inflation-prone Keynesian economic management fell under siege. Initial responses were conditioned by domestic political alignments. In 1972 the big players on the Left, Socialists and Communists, almost always been at loggerheads, negotiated a program of Union de la Gauche  that brought them enough new support to threaten electoral victory for the first time since 1958.  In response, the Center-Right, in power since 1958, began to split between liberal centrists like President Val(ry Giscard d’Estaing and dirigiste Gaullist Jacques Chirac. 

In the background, post-Bretton Woods international monetary confusion threatened the European Community, and particularly the Common Agricultural Policy (CAP) that was at the core of France’s position in Europe.  EC leaders sought new monetary policy arrangements, but it was a deal between German Chancellor Helmut Schmidt and Giscard d’Estaing that founded the new European Monetary System (EMS), perhaps the key foundation stone for today’s EU.  EMS began as a compromise between stronger currency members (Germans in the lead) who used monetary policy to maintain price stability, and those with weaker currencies, France among them, prone to cycles of inflation and devaluation. 

The compromise was severely tested after François Mitterrand won the French Presidency in June 1981. From the 1972 Left Program Mitterrand brought new nationalizations, industrial policies and planning, employment relations reforms, devolution of power to regional level, redistributive shifts in social protection programs, and Keynesian stimulation. The Mitterrand experiment ran immediately into difficulties triggered by recession in the United States and EMS uncertainties, however.  By winter 1982-83 it had become clear that short-term austerity fixes and devaluations were not enough and that choice was necessary between leaving the EMS and floating the franc or staying in EMS at the cost of major economic policy changes. 

Mitterrand chose the latter in 1983 but tied it to a high diplomatic mission of renewing European integration. Mitterrand’s “choice for Europe,” without which it is difficult to imagine today’s EU, necessitated a range of new domestic economic policies, hence a frenzy of liberalizing reform, austerity, budgetary constraint, market deregulation, the end of use of the public sector to maintain employment, and harsh industrial restructuring. Simultaneously, governments turned to a hard-currency monetary policy aimed at rapid deflation toward parity with the German Deutschemark.  The French stock market was reformed, leading to a boom. Inflation had fallen to 3% by 1990, but growth dropped precipitously at the same time, the share of wages and capital in GDP shifted against wages (from 74% in 1981 to 68.5% in 1990), and inequalities grew.  

Most important was new mass unemployment, something that governments, Left or Right, had to handle to survive politically.  The tactic of choice was sharing out available work (i.e. reducing labor market participation rates) through early retirement, programs to keep younger generations occupied without becoming officially unemployed, and reducing working hours.  The results are tangible today.  France has the lowest average retirement age in the EU-15, the second lowest average for exit from the labor force (next to Belgium), and among the lowest total employment rates of older workers  and, by 2002 had the lowest hours worked per week in the entire EU-15 (Eurostat 2004).


Economic liberalization and unemployment created greater labor market flexibility by weakening unions and making employees more insecure. Part-time and precarious employment rose steadily (INSEE 2005) along with atypical hiring and working-time schedules –weekends, night shifts, staggered hours.
  Another side of the coin, however, was maintenance of France’s standard long-term work contract (the contrat à durée indéterminé ) with its limitations on hiring and firing (OECD 2005, 2005a). The results accentuated an already dualistic labor market.  


 These shifts directly pushed up the cost of social policy directly and indirectly straining even more those programs whose pay-as-you-go financing tied revenue. French healthcare has thus learned to live with constant pressure, budget squeezes, and cost-controlling. Financing public pensions became more difficult. Finally, mass unemployment greatly increased long-term poverty and challenged existing safety net programs (Palier 2002:282-287), leading to innovative reforms like the RMI (1988, Revenu Minimum d’Insertion), a means-tested minimum “citizen's income” tied to commitments to seek “insertion” – usually training or work, followed quickly by the Contribution sociale généralisée (CSG, 1990), a flat tax on incomes dedicated to financing social protection meant to broaden the welfare state tax base beyond social insurance payroll taxes, income and VAT taxes. 

Much in the French story is contained in the fact that social spending grew rapidly until the early 1990s, then stabilized (at slightly under 30% of GDP, close to big spenders Sweden and Norway).  Greater spending followed Mitterrand’s 1983 economic U-turn and choice for Europe, in order to ward off electoral loss and social chaos. 1990s stabilization was tied to EMU, the last great leap forward of Mitterrand’s European strategy. France had fallen off EMU convergence targets by the mid-1990s, making new reform inevitable. Unemployment insurance reform in 1992 introduced benefits that decreased over time (Palier 2002: 216-225).
 Pensions reforms began in 1993 when the reference period for benefits was redefined, contribution years lengthened, and benefit growth reindexed to price rather than wage growth (Bonoli 1997; Palier 2003). 
 Changes also undercut “paritary” (corporatist) management in healthcare and shifted healthcare financing from payroll taxes to the CSG and a special income tax supplement.  In general, meeting EMU criteria was a daily struggle of budgetary compression, slowed growth, and more unemployment.  Left government after 1997 proposed new work-sharing, including the 35 hour week and expanded youth employment plans.  Pension reform to unify public and private eligibility requirements, raise contributions, and lower benefits occurred in 2003. The basic public system remained intact, however. 


Clearly, the French have had very little difficulty in reforming and changing.  Jonah Levy concluded that “the concerns of modernization’s losers have been addressed, but not by blocking economic reform. Rather under a…’social anesthesia strategy, public resources are mobilized to pacify and demobilize the victims and opponents of market-led adjustment” (Levy 2005). Despite this, France still has an overburdened welfare state, insider-outsider labor market problems, persistently low economic growth, and 10% unemployment. 
Modell Deutschland  had been portrayed by social scientists until very recently like a high-end watch.  A relative weak “semi-sovereign” state, constrained by complex federalism, electoral laws, checks and balances from the institutional division of political labor, put a premium on consensus-building at the expense of governmental power, decisional speed, and efficiency. The hard work of making economic and social gears mesh was destatized and deliberately designed to promote inter-group cooperation. Wage determination came from collective bargaining between powerful industrial unions and employers’ associations set up to be encompassing enough to promote public responsibility.
 “Social partners” also managed a very generous welfare state using social insurance contributions. Financial and industrial sectors engaged in cross-ownership, with “patient” capital oriented toward planning and long investment horizons. Finally, the German Central Bank (the Bundesbank) was statutorily independent and mandated to promote price stability and ran a rigorous monetary policy that disciplined any actors tempted to produce inflation. The results, at their best, produced growth, prosperity, and a high degree of social protection, a world class range of highly engineered goods through diversified quality production kept on track by continual skills upgrading, plus wage growth at or below the level of productivity growth. 

The recent history of the German model is very different from the French. Despite emerging problems there was little or no reform in the 1980s. A key reason for this was that hard-currency, inflation-hawk Germany occupied a privileged position, compared to other European countries, in the international shift from Keynesian demand management to price stability.  However, “smooth consolidation” in the 1980s (Offe 1991, Siegel 2004) did not prevent German companies, particularly larger, export-oriented ones, from shedding labor, mainly by pushing more expensive older workers into retirement.   Unemployment rose only from 3.5% in 1975 to 4.8% in 1990, however.

German Unification provided shocks that changed almost everything, however. Seizing upon a sudden shift in the Cold War, in 1990 Chancellor Kohl offered the GDR highly favorable currency conversion plus the export of West German institutions to the East in exchange for unification. This offer flowed from political rather than economic reasoning. Kohl bought German unity and, simultaneously, CDU support in the five new länder for upcoming elections.
  The ex-GDR would have had difficulty surviving economically even without an extravagantly generous currency exchange, but exporting the Western industrial relations model, high wages and all, into a hyper-fragile Eastern situation ensured disaster.  The cost of unification imposed huge new burdens on the German welfare state. In general, a full decade after unification one of every three dmarks spent in the East came from the west while the West continued to transfer 4.5% of its GDP eastward (Sinn 2000, 6). East German investment was financed through general German debt while the costs of cushioning the debacle through social spending pushed up social spending and payroll taxes (Wiesenthal 2005.49-49). 

EMU brought more shocks.  The Bundesbank overshot its response to unification-based inflation in 1992 and thereby played into a brewing EMS crisis and provoking a severe European recession.  By 1998, Germany barely met the EMU convergence criteria. Already “maxed out” by the “most expensive welfare state in the world” (Leibfried and Obinger 2005, 203), Germany found it difficult to sustain existing programs and commitments, let along confront new needs (for childcare, for example). 

Because of unification and EMU Germany thus lost many of the advantages it had in the 1980s. Growth dropped, unemployment rose to unprecedented post-war levels, debt grew, and public finances deteriorated. But the Germans, unlike the French, had difficulty working reforms. 1996 the Kohl government’s peak-level corporatist Alliance for Work  (Bündnis für Arbeit) quickly deadlocked, underlining the limits of consensual reform. The government then legislated welfare state cuts, loosened labor law, and passed the Pension Reform Act of 1999 (enacted just before the 1998 elections) to alter pension calculation formulae. This package was doomed, however, by an SPD campaign promise to repeal most of it after the 1998 federal elections. The new Schröder government then convened its own Alliance for Work, which quickly became an acrimonious and unproductive standoff (Streeck and Hassel 2005).  Pressure to reform was eased by economic upturn from 1998-2001, however, during which the government legislated a pension change that lowered replacement rates (from 70 to around 64%) and established a regulated private supplementary pension program to cover the difference (the Riester-rente).  Despite public recognition of its poor performance, the government averted defeat in 2002 by clever handling of dangerous summer floods and opposition to the American war in Iraq. 

Re-elected, the Red-Green coalition confronted post-2001 recession and a pro-cuclical ECB’s response to it, rapid rise in the Euro-dollar exchange rate that slowed exports, and new economic challenges from about-to-be EU members to Germany’s East and emerging market countries in the Far East. It turned to more serious reformism with legislative implementation of many of the Hartz Commission’s 2002 recommendations for labor market reform and the government’s “Agenda 2010” proposals in 2003.  Hartz IV, the government’s major thrust, involved dramatic changes to unemployment insurance, in the name of “activation,” in which federal job agencies became one-stop shops for job and benefit seeking based upon fusion of unemployment insurance and general welfare safety net supports. In the process unemployment insurance and social security safety net programs were themselves recast. Whether the reforms will help Germany out of low growth and unemployment nightmares - for the first time since Hitler the unemployed numbered more than 5 million in 2005 - is a big unknown, even though they did not provide the short-term electroshock therapy activity for which some had hoped. Their political consequences are less difficult to assess. Many Germans, particularly those whose insecurity was enhanced by the loss of benefits that they had accepted as rights, went out of their ways to protest both in the streets and at ballot boxes. The Red-Green coalition and the SPD, after repeated defeats in land elections, until the debacle in North-Rhine Westphalia in May 2005 caused Schröder to seek early elections in September. 


Both France and Germany may be EU hard cases, but the contrast between them is great. In the 1980s, while the French were frenetically producing reform, the German social model followed a steady, almost majestic, path. This was not primarily because of institutional stickiness – although Germany clearly had an inordinate amount of it – but rather that Modell Deutschland could absorb the international shift in monetary and macroeconomic policy paradigms then occurring without the large traumas that the French decided to inflict upon themselves.  Pressure on the German model greatly intensified in the early 1990s, however, after decisions to absorb the ex-GDR and move to EMU. From this point ascribing causal logic to the German case becomes more difficult. One possibility is that unification and EMU separately and together abruptly overloaded a model that otherwise might have had the resources to confront its emerging problems. Another, more general, argument (advanced by Streeck 1997, among others) is that Germany’s comparative institutional advantages were being eroded by globalizing changes.  In any event, large new challenges in the 1990s produced no parallel rush to reform. Politicians and social “partners” were unable to achieve consensus on what to do while governments were hesitant to legislate reform. Finally, in desperate economic circumstances, the Red-Green coalition proposed the Hartz-Agenda 2010 package of legislated changes, at great political cost. Despite its very different trajectory, Germany, like France, ended up with an overburdened welfare state, insider-outsider labor market problems, low growth and 10% unemployment. 

In both cases, if in different ways, decisions on high matters of foreign policy made by top leaders played crucial roles in the direction their respective economies and social models subsequently took. Francois Mitterrand in 1983 had to decide between staying in – and under what circumstances - or leaving, the ERM (and probably the EMS). Without the choice that he made, EU Europe might never had taken on the forms that it has.  In 1989-1990 Helmut Kohl had to decide how to respond to imminent changes in Central and Eastern Europe amounting to an unanticipated melt down of the geo-strategic equilibrium of the Cold War.  His response, directly tied to the future of EMU by EU high politics, also conditioned the future of Germany and the EU.  The ultimate paradox is that these foreign political decisions that were fundamental for the EU’s future, had very large consequences for domestic situations in both countries that leaders then had to manage in domestic political realms. In doing so, their hands were tied by the workings of democracy and balances of domestic forces. The ways in which these consequences were managed were different in each country. The results, medium term economic stagnation and unacceptably high levels of unemployment, were broadly similar, however.


All of this creates a huge puzzle. The large changes worked at EU level since the mid-1980s have been presented as necessary to allow Europe to survive and thrive in a new age of globalization. On the evidence, however, only some parts of Europe are thriving. Moreover, those parts of Europe that really count - in aggregate statistics, as the carriers of activity for others, and as economic and political leaders - are doing very badly (we have looked at the French and German cases, but Italy is doing even worse).  There are many possible explanations for this that might be true either singly, or in combination. The broader economic world could be changing in such rapid and unforeseeable ways that European policy responses cannot keep up or have been inappropriate. Serious policy mistakes could have been made at EU level (i.e. the design of EMU) that hinder, rather then prod, success. Member states could be responding to international dynamics and/or EU initiatives to frustrate success. Our case studies show clearly that what happens at member state level, whatever EU initiatives might be, is probably an important part of any explanation. 


In the last analysis, however, these may not be the most important things. The 2005 French and Dutch referenda on the EU constitutional treaty indicated deep political problems for the EU among member state citizens. A post-referendum survey of France concluded that the “.. . reasons why people voted  “no”…are based chiefly on national and/or social themes which take precedence over European considerations…”  (Flash Eurobarometer 2005a, 17, italics in original).   The Dutch rejection was more EU-centered, but fully  21% of voters were worried about the economic situation and 65% thought that rejection might “allow for a renegotiation of the Constitution in order to place greater emphasis on the more social aspects” (Flash Eurobarometer 2005b, 18, 23).  

Political, the EU is, ultimately, a complex contract between citizens in member states and Euro-political leaders and institutions. This contract has been renegotiated several times in recent years to adjust to new EU initiatives and institutional changes.  Absent new growth, jobs, economic security and enough prosperity to cushion social models and, where need be, to facilitate needed reform, the EU will be an unappealing entity, no matter how cleverly EU elites patch up the Union’s institutional plumbing in the wake of the 2005 disasters. Why? Whatever the ambitions of Euro-activists, the European Union remains primarily a market and economic construction that can thrive only if promises made on its behalf in these areas are fulfilled. The Union’s present is thus also paradoxical. Post-referendum discussion has naturally engaged European-level themes – the democratic deficit, “Brussels bureaucracy” and Euro-regulation, inefficient institutions, political indigestion caused by unprecedented enlargement, and the impotent follow-through of the Lisbon Agenda.  Yet the Union’s workshop for the future really lies at member state levels, particularly within larger continental member states, and particularly in key economic and social policy areas.

5. Theoretical Talk


EU studies have flourished in recent years beyond anyone’s wildest hopes. In the process research work has subdivided into innumerable, sometimes quite narrow, specializations.  This is what happens when something new, intellectually puzzling, very important, and eminently “inter-disciplinary” appears in today’s world, and it is undoubtedly a positive development. It does not absolve us from making sense of the “totality” of EU development. In particular, if we take seriously the tasks of “summing up” for a fiftieth birthday we cannot avoid high theoretical debates about the “true nature” of the beast.  Andy Moravscik, who has made a career at this, has defined the game as “neo-functionalists” vs. liberal intergovernmentalists (himself). Moravscik is much too polemical. His choice of the “neo-functionalist” label describes a naïve commitment to inevitable forward movement to full federalist integration that very few, if any, would today accept. Still, he is on to something important.
 What are the key issues?  Is the EU an international organization writ large, one in which member states have agreed to cooperate in longer-term ways on an unusual and large set of important issues, reasons, in which member state preferences expressed in multilateral negotiations are the predominant motors of change?  Or is the EU something new in which trans- and supra-national institutions play significant roles in prodding development? 


The answer is that the debate is badly framed. The real, existing EU is simultaneously “liberal institutionalist” and “neo-functionalist,” although it would be a gift to the academic world were the terms changed to something less tendentious and inflammatory, like “intergovernmental” and “transnational.”  It is hard to disagree that final decision-making on basic EU choices is intergovernmental, although the ways in which the great debate has focused upon preference formation in such choices raise as many questions as they answer.
  It is also unquestionable that in the ongoing EU institutional life leading to these basic choice moments that trans- and supra-national institutional actors play key roles in shaping general discussion on choice issues and can influence member state preference formation.  


In short, the great debate is too sharply dichotomous, even Manichaean, to serve as a useful general map to the EU. It could be true, although it probably is not, that many analysts who subscribe to a theoretical vision of the EU as at least in part “supranational” would like to see the eventual coming of a United States of Europe. True or not, it is beside the point, however, significant only in those particular cases where federalist hopes distort scientific vision. The main issue is that what EU institutions like the Commission, with its unique power to propose, actually do is important and can be shown to be important empirically. The EU’s founders and their successors sought an institutional structure, including the Monnet-Community method, that would go beyond an intergovernmentalism/confederalism that would lead to results far short of what Europe needed, to their mind.  No one would argue that they really didn’t mean it, because this would be silly. Arguing that they meant it but that they were deluding themselves about what would follow is implausible, but testable empirically. On the evidence, arguing that Community Method institutions were designed to be “agents” delegated by member states as “principals” either stretches the principal-agent metaphor beyond its usefulness or is an oversimplification that the pursuit of theoretical parsimony does not excuse. On the other side of the coin, no one would deny that what happens when and EU member states deal with one another (and with EU institutions) at key choice points is essential as well.
  The theoretical issue is that the EU, even at 50, is both the Community Method and intergovernmentalism.


The mature EU, roughly from the 1980s to the present – is much easier to read if one accepts a vision of the Union as a dynamic, unstable compromise between inter-governmentalism and transnationalism.  The Commission and, to a lesser extent, the European Parliament played considerable roles in the “1992” and Maastricht years (roughly 1985-1993). This does not mean, of course, that the Commission led member states by their noses to destinations they did not want to visit. The Commission, backed often by the Parliament, proposed in strategic ways - i.e. based on calculations about what key member states would support, what others might accept in the right circumstances, and what the second order effects of enacting these proposals might be.  It also mobilized support for these proposals from external bodies – employers, unions, the media, NGOs, etc - and from within member states. Finally, it managed to play an unusually strong role in successive European Councils. The Commission was not the “cause” of what happened, far from it. But it did play an entrepreneurial role that looked quite like what some of the founders and some players in member states at the moment expected it to play. 


The Delors’ Commissions leadership thought that it was in the business of engineering spillover: one metaphor that it used was that of ‘Russian Dolls.”  Another metaphor often invoked was the “bicycle” metaphor, based upon a particular reading of EU history in which short periods of forward movement eventually gave way to longer periods of stalemate, sometimes even stagnation. This metaphor was meant to convey something different, but equally important, from “Russian Dolls.”  When the bicycle was up and running it then became important to keep it going as far and as fast as possible until, inevitably, it either fell down or was stopped (by the member states). Both metaphors point to the political dangers in the Community Method.  Feeling compelled to engineer political spillover can mean great (or smaller) policy leaps forward that may be imprudent or badly prepared eventuating in bad policy with which the EU then has to live and/or overreaching in ways that discredit the Community Method. “Bicycling” implies a quest to find new things to do even while it remains possible to peddle forward, even when it might be wiser not to do them.  The Community method was designed as a mechanism that in the right circumstances could get member states to transcend conservative opposition to needed integration. In the minds of some, the integration that was needed involved creating a United States of Europe. But even without such strong federalist commitments, the dynamic virtues of the Community method carried with them serious vices.  And these vices – over-reaching, haste leading to policies that might be needless or ill-conceived – would almost certainly trigger new member state resistance. 


Taking the Community Method and the institutional realities behind it seriously, rather than denying that they matter and/or reducing them to static principal-agent equations, helps explain a great deal about years 30-50 in the EU’s biography. There is no need to demonstrate that the Delors years from 1985 were frenetically and multi-directionally active or to review these years. By the time of Maastricht things were spinning out of control –of Commission and Parliament, for sure, but perhaps out of control by any key actors.  Citizens in member states were uneasy, the Commission’s key member state allies had begun to draw back, the international situation became quite unpredictable, sometimes, as with EMU, distorting key policy processes and designs, and the nature of issues began to change rapidly.  From that point onward, to today, the Community Method has been in quite retreat and trans-national leadership from Commission and elsewhere has declined. In consequence the Union has reverted to intergovernmental decision-making processes, indeed sometimes to a situation that looks like governance via constant Inter-Governmental Conferences. Many rejoice at this, particularly member states that oppose more “closer union” and academic analysts who have strong criticism of at least some of the outcomes of the Community Method (Majone 2005).  On the other side, unsurprisingly, is Jacques Delors, who has commented recently that 

If the institutional triangle – Parliament, Council, Commission – assumes its missions, well connected to the European Council, it is possible to move forward, become more readable, and find the road to democratic and citizen responsibility. If, to the contrary, the triangle gets stuck, for multiple reasons, if the Commission is not recognized in the plenitude of its rights and duties, if the General Affairs Council no longer plays its role as arbitrator and synthesizer, then the European Council will stray from its basic missions and want to take everything over. This is the danger that the European Union faces today…(Delors 2003 458, GR translation) 


Nothing much, academic or practical, is served by caricatural debate. Labelling those, like this author, who persist in arguing that the Community Method, warts and all, is part of the EU, as “neo-functionalists” is intellectually abusive. The EU is not only intergovernmental. If it is not only intergovernmental, however, theorizing it becomes messy. Onward to messiness, therefore. 
 

� One huge exception to this, of course, was the construction of a partial and particular Euro-level welfare state for farmers as part of the Common Agricultural Policy (Rieger 2000).  


� To this short general list one could add many smaller initiatives, almost always from the Commission, in poverty policy, childcare, equal opportunities, youth, etc.  


� This did not mean abandoning legislation, however. See Falkner et al Chapter 3.


� EES is focused on a set of general objectives established by the Council, takes a broad range of European economic policy goals and social policy instruments into consideration, in particular the European Social Fund, and uses “management by objectives” techniques, using new statistical bases, setting targets, benchmarking best practices and then reviewing achievements comparatively (including “naming and shaming” by the Commission).  It recognizes that national social models differ and encourages actors in each model to design their own paths toward common targets. The EES then enjoins national social partners to work together to produce and implement the national action plans (NAPS).  


� Here a personal anecdote. Quite recently the high HM Treasury official responsible for EES oversight in the UK,  also a family friend of the author, opined that he had no idea what OMC was until, after long explanations, he averred something to the effect that “oh, that’s what that piece of paper that I sign every year is about.” 


� This is bolstered by the obvious fact that no one would consider the Swedish  and Danish models to be liberal, yet both have done well.


� There is at least one good reason for this. The smalls, whatever their social models, have had to survive as traders, implying willingness on the part of key social groups to internalize cooperation for international competitiveness.


� Italy, another large EU economy, is even more troubled. Officially in recession in 2005, Italy is rapidly losing international market shares because of vulnerability to new lower-cost global manufacturers. It has recently been awarded the title of “new sick man of Europe” by The Economist. We leave Italy aside because Italy has most often been a follower in EU economic and political movements, rising and falling on what others, in particularly the Franco-German “couple,” do.  


�  Both actually missed it from 2002-2004 and were likely to miss it again in 2005, despite European Commission “excessive deficit” warnings.  Indeed, it was French and German difficulties that led to redefining SGP targets in 2005, a process that was especially ironic for Germany, which had been responsible both for the EMU convergence criteria and the SGP.


�  Explicit policies to promote additional flexibility – beyond those that promoted unemployment - were more often than not inadvertent, like the 1982 Auroux Laws that tied new worker representation rights to obligatory annual wage negotiations that quickly became vehicles to promote flexible scheduling, wage lowering, and anti-unionism. A similar sequence followed the 1997 35 hour week legislation.


� Since there were few new jobs available for those at the end of their UI benefits, the longer-term unemployed ultimately ended up in safety net programs like the RMI.


� Efforts in 1995 to generalize these 1993 reforms from the private sector to civil servants, public sector workers and others led to a huge strike, however, leading to the scheme’s withdrawal.


� Works councils, co-determination, employee rights, and effective training systems enhanced incentives to cooperate.


� Some may have been genuinely misled by economic statistics concerning the GDR that were based on the continuation of the Soviet bloc, but more hard nosed realists, like the Bundesbank and most economists,


predicted at the time that unification would bring huge costs.


� Other views – historical institutionalists and/or multi-level governmentalists essentially try to avoid the key issues, for better or worse.


� One example: The argument is made constantly that since governments tend to employ national economic reasoning to frame their contributions to key decisions means a. that only economics are at issue and b. that modeling the shaping of national preferences means uncovering the strategic goals of key national economic actors and discussing the ways in which these strategies are rank-ordered.  The economic-market mandates upon which the EU is built makes this argument seem like a truism. What else would national actors talk about in making economic decisions than economics? But… what is national actors were actually seeking other, non-economic, goals – if only in part, through decisions about the EU’s economic-market mandates?  


� Why one would need to argue that this is all that is important may be an artifact of the insufficient complexity of the equations and models prevailing in the subfield of international relations.





