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Introduction: Towards European unification

Even before the founding of the European Community the idea of a closely knit
association of European states had found political expression in a variety of ways.
There had been attempts to impose unity by force, notably by Napoleon and Hitler
— Napoleon seeking to unite the Continent under French hegemony, Hitler to sub-
jugate Europe under the dictatorship of the Third Reich. But there had also been
peaceful schemes, especially after the harrowing experience of the First World War,
for a voluntary grouping of states on terms of equality.

In 1923, for instance, the Austrian leader of the Pan-European Movement, Count
Coudenhove Kalergi, had called for the creation of a United States of Europe, citing
examples such as the success of the Swiss struggle for unity in 1648, the forging of
the German Empire in 1871 and, first and foremost, the birth of the United States of
America in 1789. Then on 29 September 1929, in a now famous speech before the
League of Nations Assembly in Geneva, the French Foreign Minister, Aristide
Briand, with the backing of his German counterpart, Gustav Stresemann, proposed
the creation of a European Union within the framework of the League of Nations.
The immediate aim was merely to promote closer cooperation between the states of
Europe, leaving their national sovereignty intact.

But all these efforts for peaceful unification failed to make any real headway against
the still dominant tide of nationalism and imperialism. Only after Europe had yet
again been devastated by war was the disastrous futility of the constant rivalry bet-
ween nations truly appreciated. Europe’s complete collapse and the political and
economic exhaustion of the European states with their outdated national structures
set the stage for a completely fresh start and called for a far more radical approach to
the re-ordering of Europe.

The subsequent moves towards integration sprang from three main factors. First
was Europe’s realization of her own weakness. As a result of her internal dissensions
and wars she had lost her age-old position at the centre of the world stage. Her place
was taken by the two new superpowers, the United States of America and the Soviet
Union, each of which now wielded far greater military, political, and economic
might than a divided, patchwork Europe of individual states could muster. Second
was the conviction, summed up in the motto ‘Never again!’, that renewed military
conflict must be avoided. Emerging from the terrible experience of two world wars
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— both of which had begun as European ‘civil wars’ and in which Europe had been
the main battlefield and principal sufferer — this took shape as the guiding principle
of all political action. Third was the earnest desire for a better, freer, juster world in
which social and international relations would be more perfectly ordered.

Taken together the post-war moves towards European unification offer a picture so
confusing as to baffle anyone but the most knowledgeable expert on European
affairs. A multitude of different organizations, all formally quite unconnected with
each other, have come into existence side by side: the Organization for Economic
Cooperation and Development (OECD), the Western European Union (WEU), the
North Atlantic Treaty Organization (NATO), the Council of Europe, and the
European Communities (comprising the European Coal and Steel Community, the
European Atomic Energy Community and the European Economic Community).
Their membership ranges from seven in the WEU to 21 in the Council of Europe.
Looking at their underlying concrete aims, however, a clear pattern begins to
emerge, revealing three major groups.

‘Our Europe!’ Schoolchildren looking at a map of the European Community.



The first group consists of the ‘transatlantic’ organizations which grew out of the
close links forged between Western Europe and the USA after the war. Not surpri-
singly, it was an American initiative that led to the founding in 1948 of the first post-
war European organization, the OEEC (Organization for European Economic
Cooperation), after the then US Secretary of State, George Marshall, had called on
the countries of Europe to pool their efforts for economic reconstruction and promi-
sed them American aid (which eventually took shape in the Marshall Plan). In 1960
the members of the OEEC, together with the USA and Canada, agreed to extend the
organization’s activities to include development aid for the Third World and, with
those two countries becoming members that same year, the OEEC was renamed the
OECD.

The founding of the OEEC was followed in 1949 by NATO — a military pact bet-
ween the USA, Canada and the majority of the free states in Europe. Then in 1954
the Western European Union was founded. Intended to strengthen security coopera-
tion between the countries of Europe, it extended the existing Brussels Treaty bet-
ween Britain, France, Belgium, Luxembourg and the Netherlands to include the
Federal Republic of Germany and Italy. Recently Portugal also applied for member-
ship. In February 1984 France tabled a series of proposals to make the WEU more
effective. At a meeting of Foreign and Defence Ministers held in Rome on 26 and 27
October 1984, on the occasion of the 30th anniversary of the signing of the WEU
Treaty, the member states agreed to exploit the existing scope for closer cooperation
on security and defence in order to create a European identity in this field and give
greater weight to the European voice in the Atlantic alliance.

The characteristic feature of the second group of European organizations is that
their structure is designed to allow as many countries as possible to participate. Con-
sequently it had to be accepted that their activities would not extend beyond the
scope of normal international cooperation. Their prime concern is to accommodate
countries which are unable or unwilling to become members of an organization
endowed with supranational powers, either because of their traditional neutrality —
as in the case of Sweden, Austria, or Switzerland — or because of their reluctance to
cede any part of their sovereignty.

This group comes under the umbrella of the Council of Europe, which was founded
on 5 May 1949 as a political organization. The Statute of the Council of Europe
contains no reference to any such goals as federation or union, nor does it provide
for any transfer or pooling of areas of national sovereignty. Decision-making power
resides solely with a Committee of Ministers and unanimity is required for all deci-
sions on matters of substance. This means that any country can use its veto to block
a decision, as in the United Nations Security Council. There is also a Parliamentary
Assembly, but it is a purely consultative body with no legislative powers. It can do
no more than make recommendations to the Committee of Ministers; and as the
Committee is not answerable to the Assembly, a recommendation can be rejected by
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a single dissenting vote. Even after a proposal has been adopted by the Committee of
Ministers it has to be ratified by the national parliaments before it can have legal
effect. By its very structure, then, the Council of Europe is merely an instrument of
inter-governmental cooperation.

The ‘Fathers’ of Europe, at the signature of the first European Community treaty, setting up the Euro-

pean Coal and Steel Community, in Paris on 18 April 1951. They are, left to right: Paul van Zeeland (Bel-

gium), Joseph Bech (Luxembourg), Joseph Meurice (Belgium), Count Carlo Sforza (Italy), Robert Schu-

man (France), Konrad Adenauer (Germany), Dirk Stikker (Netherlands) and Johannes van den Brink
(Netherlands).

Nevertheless, its contribution to the cause of European unity, in particular in foster-
ing European solidarity, cannot be rated highly enough. Its aim is to create closer
links among the countries of Europe and to promote their economic and social prog-
ress. In this it has succeeded. Its membership has grown from the 10 original foun-
ders to 21 (Britain, France, Belgium, Netherlands, Luxembourg, Italy, Ireland, Den-
mark, Norway, and Sweden being subsequently joined by Iceland, Greece, Turkey,



the Federal Republic of Germany, Austria, Cyprus, Switzerland, Malta, Portugal,
Spain and Liechtenstein). Under its auspices numerous economic, cultural, social
and legal conventions have been adopted by the member states. The most significant
and most widely known of these is the European Convention for the Protection of
Human Rights and Fundamental Freedoms, adopted on 4 November 1950. This not
only laid down a practical minimum standard of human rights to be applied in the
member states but also established a system for legal remedy, empowering the
institutions set up under the Convention — the European Commission for Human
rights and the European Court of Human Rights — to condemn infringements of
human rights by the signatories.

The third group of European organizations comprises the European Coal and Steel
Community, the European Atomic Energy Community and the European Econo-
mic Community. From the legal point of view, the three Communities exist sepa-
rately side by side. From the point of view of political reality, however, they can be
treated as a single entity. Their creation can be regarded as marking the birth of ‘the
European Community’.

The major innovative feature of the European Community compared with other
international bodies is that its members have ceded to it a part of their national sover-
eignty, with the goal of forming a cohesive, indissoluble organizational and political
unit. They have endowed it with sovereign powers of its own, independent of the
member states, which it can exercise to adopt acts which have the force of national
law. This novel approach of pooling national sovereignty and policies is commonly
referred to as ‘integration’. The European Community, then, offers the most advan-
ced example of European integration. This booklet will look at its origins and
growth in some detail.



Page 10 in the original is blank.



1. The origins of the European Community

The foundation stone in the building of the European Community was laid on 9
May 1950 by Robert Schuman, the French Foreign Minister, in a declaration in
which he put forward a plan worked out by himself and Jean Monnet to place the
whole of Franco-German coal and steel production under a joint High Authority
within an organization open to the participation of the other countries of Europe.

Behind this proposal lay a twofold realization: on the one hand it was pointless to
impose unilateral restrictions on Germany; but at the same time a fully independent
Germany was still perceived as a potential threat to peace. The only way out of this
dilemma was to bind Germany politically and economically into a firmly based
grouping of European states. The plan thus took up the idea put forward by Win-
ston Churchill in his famous Zurich speech of 19 September 1946, in which he had
called for the creation of a United States of Europe, singling out Franco-German
cooperation as the essential prerequisite. Churchill, however, had envisaged Bri-
tain's role as a promoter rather than as an active participant.

On 18 April 1951 six countries (Belgium, Germany, France, Italy, Luxembourg and
the Netherlands) signed a Treaty establishing the European Coal and Steel Com-
munity and on 23 July 1952 the Schumann Plan became practical reality with the
entry into force of the ECSC Treaty. The new Community’s founding fathers hoped
that it would be the seed from which the further political integration of Europe
would grow, culminating in the emergence of a European Constitution.

In October 1950, before the ECSC Treaty had been signed, the French launched the
idea of a European Defence Community (EDC). The outbreak of the Korean war
and mounting East-West tension showed the need for a greater defence effort by the
Western European countries, and this meant that West Germany had to be included.
But the wounds of the Second World War had hardly begun to heal und the idea of a
German national army, especially in French eyes, was quite unacceptable. Known as
the Pléven Plan, the answer once again was to bind Germany into a supranational
Community (this time covering defence as well) which, with equal obligations on
all, would ensure adequate control of a re-armed Germany. In August 1954, how-
ever, the plan was dashed when the French National Assembly, unwilling to counte-
nance such a far-reaching curb on French sovereignty as to relinquish the right to
maintain a national army, refused to ratify the Treaty.
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The failure of the European Defence Community also dealt a severe blow to efforts
aimed at the political unification of Europe. For a while optimism gave way to
resignation. But then, in June 1955, the Foreign Ministers of the ECSC countries
launched a new initiative for the ‘creation of a United Europe’. The governments of
the Six had come to realize that it was in their interest to progress further along the
path on which they had embarked with the founding of the ECSC.

For the Federal Republic of Germany involvement in the integration process signi-
fied its political rehabilitation within the community of nations. As a major expor-
ter, Germany was — and still is — economically dependent on the European mar-
ket. The creation of the European Economic Community made this market more
secure, substantially reducing the dangers of its reliance on foreign trade. The fig-
ures for German trade with the other Member States give eloquent testimony to the
resulting economic benefits. The proportion of German exports going to other
Community countries rose from 27% at the outset to 48% in 1983.
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For France the founding of an economic community that included Germany was the
political expression of its readiness for reconciliation and of its desire for lasting
peace in Europe. Moreover, membership of the Community offered a welcome
opportunity to stimulate much-needed industrial expansion. Access to a large
European trading area also opened up vital new markets for its agricultural indus-

try.

Belgium, like Germany, relies heavily on foreign trade and hence on secure export
markets, and so the idea of a common market was very attractive from the economic
point of view. The country’s interest in the establishment of close economic ties in
Europe was reinforced by the fact that in the 1950s its industry was still centred
almost totally on coal and steel. A European internal market was potentially very
significant, partly because of the immediate prospect of boosting its sales of coal and
steel products, but above all with a view to establishing and developing new
industries.

Signature of the two Treaties of Rome, setting up the European Economic Community and the European

Atomic Energy Community (Euratom), in Rome on 25 March 1957. Photo shows (front row, left to

right): P.H. Spaak and ].Ch. Snoy d’Oppuers (Belgium), C. Pineau and M. Faure (France), K. Adenauer

and W. Hallstein (Germany), A. Segni and C. Martino (Italy), J. Bech and L. Schaus (Luxembourg),
J. Luns and ]. Linthorst Homan (Netherlands).
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Italy had already begun a drive to industrialize and saw the planned European inter-
nal market primarily as a unique opportunity for growth. It also counted on finan-
cial assistance from Community regional aid schemes to develop the more backward
parts of the country and so reduce the high level of unemployment there.

The Netherlands also had great expectations. Involvement in the integration process
would give a boost to its industrialization effort and — given its position as the
major European freight carrier, with large ports and a tailor-made infrastructure —
opened up bright new prospects for the future. Last but not least, the Dutch, too,
were faced with the need to secure and expand their markets for agricultural pro-
duce. The government’s European policy found widespread public support, not so
much because of the economic advantages which beckoned as because of the pros-
pect of security and peace in Europe and free and unrestricted travel to neighbouring
countries.

Owing to its geographical situation, Luxembourg had, throughout history, been at
the mercy of the rivalries between its great neighbours. European integration appear-
ed to offer a way to protect its political, economic and social interests.

Given these coinciding interests, the logical place to resume the task of European
unification was at the point where the ECSC had left off, in other words with the
less emotionally charged question of economic integration. The EDC plan had
obviously been over-ambitious. Now the aim was more modest, but more realistic.
The Foreign Ministers of the six founder members of the ECSC, meeting at the Mes-
sina Conference, asked a committee under the chairmanship of the Belgian Foreign
Minister, Paul-Henri Spaak, to look into the prospects for further integration. In
1956 the Spaak Committee presented its report. This formed the basis for negotia-
tions on the Treaties establishing the European Atomic Community (Euratom) and
the European Economic Community (EEC), which were signed by the Six in March
1957 and entered into force on 1 January 1958,

The Treaties had not yet taken effect, however, when the British Government pro-
voked a fierce quarrel within Europe over the best approach to European economic
integration. The British idea was to set up a European free trade area which would
involve no sacrifice of national sovereignty. Tariffs between the members would be
dismantled, but each country would retain its freedom of action in respect of trade
with non-members. Although Britain was able to win over Denmark, Norway, Ice-
land, Austria, Portugal, and Switzerland, the initiative eventually failed in the face
of the continued determination of the Six to press ahead with their scheme for the
European Economic Community (now underpinned by a treaty). Subsequent British
efforts to create a large European free trade area embracing the European Economic
Community and the other OEEC countries finally broke down in late 1958 because
of irreconcilable differences between France and Britain. Their response was to
found the European Free Trade Association (EFTA) in 1959, comprising Britain,
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Norway, Sweden, Denmark, Austria, Portugal, Iceland and Switzerland, together
with Finland as an associate member.

Impressed by the initial successes of the EEC, the British Government very soon be-
gan to reconsider its refusal to play an active part in the process of European integra-
tion. It realized that Britain could not be sure of making its political influence felt
simply by virtue of its pre-eminent position in the Commonwealth. EFTA was an
equally unsuitable medium through which to work since its objectives were purely
economic — unlike those of the Community, which were also political. It was right-
ly felt that Britain risked political isolation by remaining outside the Community.
Because of the changing pattern of world trade it found itself, like all the major trad-
ing nations, under considerable pressure to protect its existing export markets and
to open up new ones. The rapidly growing Community market offered an ideal
opportunity, presenting British firms with a chance to mobilize their reserves of
strength in the fiercely competitive European arena and so help to revitalize the ec-
onomy as a whole. In August 1961 Britain made its first formal application for full
membership of the Community. Three other countries — Denmark and Norway
from EFTA, together with Ireland — followed suit.

The attraction of Community membership for the Scandinavian countries derived
from on their long-held view that they stood to gain more from free trade than they
might lose. Given this basic attitude, the strongest factor behind Denmark’s applica-
tion was the prospect of free access to the common market. Danish food production
was sufficient to feed 15 million people — three times the country’s population; it
was therefore a matter of vital interest to be able to export this substantial surplus
freely to a common internal market at guaranteed prices. The argument for mem-
bership was reinforced by Britain’s application, since Britain was Denmark’s largest
export market. Another major factor was the longer-term prospect of new openings
for Danish industrial goods. The country’s years as a member of EFTA had shown
that its industry would be able to exploit the opportunities. All these factors out-
weighed the doubts and fears about the consequences of integration and the loosen-
ing of national control over important aspects of economic policy.

Ireland had a tradition of close and wide-ranging cultural, religious and military ties
with the Continent and the Irish attitude was therefore very open to participation in
the process of European integration. It, too, saw entry into the Community as a
chance to boost its vital farm exports. Ever since independence in 1922, Irish agri-
cultural trade had remained largely geared towards the British market, but this was
not large enough to allow Irish agriculture to exploit its full productive potential.
The importance of agriculture for the Irish economy is demonstrated by the fact that
it employs one in every five workers and accounts for a third of all exports, while the
associated food industry provides almost a quarter of all industrial jobs. The indus-
trialization process begun in the mid-1930s had led to strong industrial growth, and
this also called for new markets. At the same time, improved competitiveness gave
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Irish industry good cause to expect a healthy increase in trade and wealth as a result
of joining the common market. Yet another significant factor from the Irish point of
view was the Community’s Social and Regional Funds, which both promised further
economic benefits.

However, in 1963 the accession of the applicant countries was blocked when Gene-
ral de Gaulle abruptly broke off the negotiations because of his deep mistrust of the
intentions behind Britain’s application for membership.

In 1967 Britain applied for the second time — again followed by Ireland, Denmark,
and Norway — and once again the attempt foundered against French reservations.
Only after de Gaulle stepped down in April 1969 did the final breakthrough come at
the Hague Summit later that year. Following lengthy negotiations the Treaties of
Accession were eventually signed on 22 January 1972, and on 1 January 1973 —
after successful referenda in Ireland and Denmark and ratification by the national
Parliaments — Britain, Ireland, and Denmark became members of the Communiti-
es. A referendum was also held in Norway, but there the idea of membership failed
to gain acceptance and the result was a §3.49% vote against accession.

During the course of the accession negotiations the question had, of course, arisen as
to what should happen with the remaining EFTA countries (Sweden, Switzerland,
Austria, Portugal, Finland, Iceland, and — following its decision against member-
ship - Norway), some of whom could not join the Community because of their neut-
ral status while others could not be accepted as members because of their non-
democratic régime. The solution eventually adopted was for them to conclude free
trade agreements with the Community, and these were signed in July 1972.

With their return to democracy, Greece (1975) followed by Portugal and Spain
(1977) applied for membership of the Community. Greece saw this as a means stabi-
lizing its newly restored democracy and enhancing its standing and influence on the
international stage. In economic terms the hope was that, through modernization of
agriculture and industry, membership would help to put the economy back on its
feet. Widely held reservations about the resulting limitation of national sovereignty
and fears of increased foreign intervention in Greek domestic affairs were not al-
lowed to overshadow these economic interests, and on 1 January 1981 Greece
became the tenth member of the Community.

The accession of Spain and Portugal also raised numerous difficulties, but these
were eventually settled in negotiations and, after the signing of the accession treaties
in June 1985 and their ratification by the Parliaments of the Member States and the
applicant countries, Spain and Portugal duly became the eleventh and twelfth mem-
bers of the Community on 1 January 1986.
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British Prime Minister Edward Heath signs the Treaty of Accession, in Brussels on 22 January 1972. Ire-

land, Denmark and Norway also signed for what was to be the first enlargement of the European Com-

munity, on 1 January 1973. Norway, however, did not ratify the treaty, so the Six only became the Nine
in 1973, and not the Ten.

For Spain this is the fulfilment of an old ambition, even though since Franco’s death
its isolation from Europe has already largely come to an end. From the economic
point of view the main impact of accession, thanks to the funds this will make
available, will be to give an appreciable boost to an already highly competitive agri-
cultural industry with considerable reserves of productive capacity. Spain’s share in
Community regional programmes will, it is hoped, help it to bridge the differences
in living standards between the various regions. In the industrial sector it will, with
the assistance of its new partners, be in a better position to initiate the painful but
necessary process of structural adjustment and so close the long-standing gap be-
tween itself and the other countries of Europe.

For Portugal, after the loss of its colonies and recovery from domestic political
upheaval, membership of the Community means a return to its basic European
roots. The Community offers both an opportunity to escape from political isolation
and the best prospect for economic recovery. The confidence inspired by member-
ship has revived investment activity by large firms — essential especially for the
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Press conferance after the successful conclusion to the negotiations on the accession to the European

Community of Spain and Portugal, in Brussels on 27 March 1985. Picture shows, left to right, Ernani

Rodriguez Lopez, Portuguese Finance Minister, Fernanco Moran, Spainish Foreign Minister, Giulio

Andreotti, President of the European Community Council of Ministers and Foreign Minister of ltaly, and
Jacques Delors, President of the European Commission.

country’s industrial development, and an area where progress has been very hesitant
since the revolution. Equally the Portuguese look to the Community for stimulus
and support — not least financial — for economic restructuring, especially in agri-
culture.

Given the present political realities in Europe, the latest enlargement marks the end
of the Community’s expansion for the foreseeable future even though it remains
open in principle to all democracies in Europe. In February 1982, by contrast, the
Community had to accept a move away from expansion, when the people of Green-
land voted by a narrow majority against continued membership. Greenland had
become part of the Community in 1973 by virtue of its belonging to Denmark.
Although the Treaties make no provision for withdrawal, in February 1984 the Ten
agreed to allow Greenland to leave the Community with effect from 1 January 1985,
granting it the status of an associated overseas territory instead.
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II. Aims and methods

1. Aims

The intensification of efforts towards European unification after the Second World
War sprang from the realization that there was no other sure way to put an end to
Europe’s sorry history of conflict, bloodshed, suffering and destruction. This
underlying concern left its mark on the three Treaties establishing the European
Communities, in which the principal stated aims are to preserve and strengthen
peace, to achieve economic integration for the benefit of all the peoples of Europe
through the creation of a large economic area, and to work towards political union.

Safeguarding peace

The Schuman Plan, which led to the creation of the ECSC, saw Franco-German
reconciliation as the keystone of a new European order, with the explicit aim of
creating conditions that would make war in the future not merely improbable, but
impossible. With the establishment of the European Communities this ideal became
a reality and military conflict between the Member States is now quite unthinkable.
Western Europe today, with the Community at its heart, forms a genuine ‘island of
peace’. The Community is Europe’s greatest achievement in the cause of peace and
as such it needs the constant support and encouragement of us all. What has been
accomplished so far should provide an incentive to preserve those aspects that have
proved their worth and to seek to make improvements where shortcomings still per-
sist.

Regrettably this fundamental aim of European integration has tended to be forgot-
ten both in the media coverage of the Community and in public awareness. People’s
general attitude to the Community, if they take any interest at all, is largely determi-
ned by the negative aspects. Wine lakes and butter mountains, for example, are view-
ed not merely with incomprehension but with genuine indignation; in the face of
such surpluses people feel cheated by being asked to pay such high prices. Reports of
alleged or genuine crises within the Community, the squabbling between the Mem-
ber States on key issues affecting the future course of integration, the inconclusive-
ness of many summit meetings — all these tend to undermine public confidence in
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the Community’s ability to tackle the major economic and social problems of our
time. For most people, Brussels — the seat of the Council of Ministers and the Com-
mission — is a scene of mysterious, incomprehensible goings-on, a place from where
a huge and powerful bureaucracy regulates countless aspects of their everyday lives,
usually making things more complicated and difficult rather than less so.

This booklet will show many of these attitudes to be simple prejudice. The Com-
munity is much more than just bureaucracy, butter mountains and enormous costs.
First and foremost it is a sure guarantee of peace; and for this reason alone, if for no
other, it is a treasure of inestimable worth for the people of Europe.

Economic integration

Higher living standards, full employment and economic expansion — these are the
broad aims behind the economic integration of Europe through the Communities
and they apply, with binding force, to all the sectors of the economy covered by the
three Treaties.

The ECSC is responsible for ensuring the most rational distribution of coal and steel
with the maximum of efficiency. Among other things, this involves securing coal
and steel supplies for the market, regulating prices, improving living and working
conditions for workers, promoting trade and investment, and — more recently —
overseeing the structural adjustment of the coal and steel industries to a changed
world economic climate.

Euratom, which like the ECSC covers only a limited sector of the Member States’
economies, aims to promote the growth and development of the nuclear industries
in the Community and to secure their supplies of fissile material.

The last of the three, the EEC, is concerned with general economic integration. The
objective is to transform the Member States’ separate and disparate markets into a
large common market where people and goods can move about as freely as in a
domestic market. The achievements in the field of economic integration, the set-
backs and the new prospects for the future are dealt with in Chapter III — Economic
integration.

Political integration

Although the principles and measures laid down by the Treaties relate only to the
establishment and operation of the common market, economic integration is not
meant to be an end in itself but merely an intermediate stage on the road to political
integration. The Preamble to the ECSC Treaty expresses the resolve first of all to
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Uniting Western Europe

With the establishment of the Council of Europe in 1949 and of the European Coa! and Steel Community in 1952,
the idea of voluntarily uniting Europe — or at least Western Europe — no longer seemed far fetched. What 10 years
earlier had been seen as excessively idealistic was now within reach. Opinion surveys in different Western Euro-
pean countries started asking the public how it felt about the unification of Western Europe. Some were &d hoc sur-
veys, and others were part of a deliberate effort to see the evolution of public opinion on the subject.

The graph below sketches out the way answers evolved to the
question: *Are you in general for or against making efforts to-
wards uniting Western Europe’ Answers came in five categories:
very much for, for to some extent, against to some extent, very
much against and no reply. The replies have been simplified to
one figure per country for each year mentioned, ranging from 0
to 100; the higher the figure, the greater the desire for Western
European unity.

Public opinion in the European Community
about the unification of Western Europe

no reply

very much against
against to some extent
for to some extent

very much for,

€R 6
€R0

21



create ‘real solidarity’ ‘through practical achievements’ and, by ‘establishing an eco-
nomic community’, to create ‘the basis for a broader and deeper community among
peoples’, while the Preamble to the EEC Treaty speaks of the determination ‘to lay
the foundations of an ever closer union among the peoples of Europe’. The state of
progress towards this political objective is discussed in Chapter VI — The road to
political union.

2. Methods

European integration has been shaped by two fundamentally different approaches
— the ‘confederalist’ and the ‘federalist’.

The essence of the confederalist approach is for countries to agree to cooperate with
each other, but without ceding any of their national sovereignty. The aim, then, is
not to create a new ‘superstate’ embracing them all but to link sovereign states in a
confederation in which they retain their own national structures. This is the prin-
ciple underlying the work of the Council of Europe and the OECD.

The federalist approach, on the other hand, aims to dissolve the traditional distinc-
tions between nation states. The outdated notion of inviolable and indivisible natio-
nal sovereignty gives way to the view that the imperfections of social and internatio-
nal co-existence, the specific shortcomings of the nation-state system, and the dan-
gers of the predominance of one state over others (so frequent a phenomenon in
European history) can only be overcome by individual states pooling their sove-
reignty under a supranational community. The result is a European federation in
which the common destiny of its peoples — still retaining their individual identities
— is guided, and their future assured, by common (federal) authorities.

The European Community is a product of this federalist approach, though in a
somewhat modified form owing to the Member States’ reluctance simply to abandon
altogether their sovereignty and the old nation-state structure which they had only
just regained and consolidated after the Second World War in favour of a European
federation. Once again a compromise had to be found which, without necessarily
establishing a federal structure, would provide more than mere cooperation along
confederal lines. The solution, both brilliant and simple, was to seek to bridge the
gap between national autonomy and European federation in a gradual process.
Rather than relinquish all sovereignty overnight, the Member States were asked
merely to abandon the dogma of its indivisibility.

The first question, then, was simply to decide in what areas they were prepared to
cede some sovereignty to a supranational community. The result is reflected in the
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Treaties establishing the Communities. All three confine themselves to the economic
sphere since this was where progress appeared most likely.

The first steps towards economic integration were to be the establishment of a com-
mon market and the gradual alignment of national economic policies. These were
the two main pillars on which the Community was to rest. However, they differ in
their practical significance, primarily because — even in the economic sphere — the
Member States were not prepared at the outset to grant the Communities full
powers of overall control.

To establish the common market, which was to be the basis for an economic union,
the Community was given wide powers to formulate, shape and implement a Com-
munity policy. For the alignment of the various areas of economic policy, on the
other hand, the EEC Treaty offers two contrasting methods: the introduction of
common policies and the coordination of national policies. The essential difference
is that common policies — for the creation of the common market, for example —
involve transferring responsibility to the Community, whereas coordination leaves
responsibility for shaping policy in the hands of the Member States. Specifically the
EEC Treaty provides for common policies on trade, agriculture, transport, and
competition, but for coordination in the ficld of economic and monetary policy.

However, with an eye to the future and the ultimate aims of European integration,
the lines drawn by the Treaties are only provisional. In the minds of the Commun-
ity’s founding fathers, the fusion of economic interests that began with the establish-
ment of the Communities would automatically generate or at least foster conditions
favourable to more far-reaching political integration (the functionalist approach).
They believed that in the first instance the momentum of integration inherent in the
Treaties themselves, through the establishment of a customs union and its gradual
extension into a general common market, would be a sufficient guarantee of success.
Before the Second World War the League of Nations had described the process as
follows: ‘For a customs union to come into existence, goods must be allowed to
circulate freely within the union. For it to become a reality, persons must be allowed
to move freely. For it to have permanence, free currency exchange and fixed parities
must be maintained within the union. This necessarily implies, among other things,
free movement of capital within the union. But if there is free movement of goods,
persons, and capital within a given area, differing economic policies cannot be pur-
sued to maintain the economic process.’

A further factor which the founding fathers believed would guarantee the continued
advance of integration and act as a brake on any retrograde tendency was the Com-
munity institutional system set up under the Treaties. Conduct of the tasks assigned
to the Community and control of the integration process were deliberately not left in
the hands of the Member States or to international cooperation alone, Instead the
Treaties set up an institutional system enabling the Community, in the areas assig-
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ned to it, to enact legislation that is equally binding on all its members. Under this
system, there are four leading actors on the Community stage: the Council of Minis-
ters, the Commission, the European Parliament and the Court of Justice '.

At the centre of the stage stands the Council of Ministers, made up of representatives
of the Member States. The 12 governments send one or more representatives to
Council meetings — usually, though not necessarily, the ministers responsible for
the subject area in question {e.g. foreign or economic affairs, finance, employment,
agriculture, transport, science). It is the Council, acting on a proposal from the
Commission, which take the decisions necessary for the attainment of the goals laid
down in the Treaties. Ensuring freedom of movement, freedom to provide services
and the right of establishment, defining common policies, and establishing the Com-
munity budget are some of its responsibilities.

Although the Council is primarily a forum for national interests, its members are
nevertheless obliged to take the Community interest into account. It is this, together
with the fact that under the Treaties it has the power (in principle at least) to decide
by a majority vote, that distinguishes it from an intergovernmental conference.
Majority voting is significant not so much because it prevents individual countries
from blocking important decisions, but rather in that it allows a large Member State
which could otherwise resist simple political pressure to be outvoted.

In practice, however, majority voting is rarely used. The explanation goes back to
1965, when France, fearing that arrangements for financing the common agricultu-
ral policy might prove detrimental to vital French interests, refused to attend Coun-
cil meetings (the ‘empty-chair policy’) and so blocked all decision-making in the
Council for more than six months. The dispute was eventually settled on 29 January
1966 with the ‘Luxembourg compromise’, by which it was agreed that where vital
interests of one or more members were at stake, the Council would endeavour, with-
in a reasonable time, to reach a solution acceptable to all its members while respect-
ing their mutual interests and those of the Community. At French insistence the
agreement also included a statement recording their view that in such cases the dis-
cussion must be continued until ‘unanimous agreement’ was reached. If even this
should prove impossible, the only solution envisaged by the Luxembourg agreement
is to note that disagreement between the Member States still persists. The compro-
mise extricated the Council from the impasse, but it also meant the end of majority
voting to all intents and purposes. No criteria exist to enable the Council to deter-
mine whether vital interests of one or more of its members really are at stake. It is
left to the Member States to decide for themselves. Each of them in effect enjoys the
right to veto any major decision by insisting on unanimity.

' The following brief survey concentrates only on the essential functions of the four main Community
institutions and is not meant to be an exhaustive description of the Community’s entire institutional
system.
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European Community heads of government, foreign ministers and other dignitaries outside the Zappeion

Palace, Athens, following the signature of the Treaty of Accession of Greece on 28 May 1979, for the

second enlargement of the European Community. In the front row are, left to right, Wilfried Martens,

Prime Minister of Belgium, Roy Jenkins, President of the European Commission, Gaston Thorn, Prime

Minister of Luxembourg, Giscard d’Estaing, President of France, Constantin Caramanlis, Prime Minister
of Greece, Jack Lynch, Prime Minister of Ireland and Giulio Andreotti, Prime Minister of Italy.

At the Luxembourg Summit of 2 December 1985 the Twelve indicated that on
major issues they were prepared to return to the voting arrangements laid down in
the Treaties, thus holding out greater prospect of effective progress. This applies in
particular to decisions essential for the completion of the internal market. How this
declaration of intent will work in the harsh world of political reality remains to be
seen. In view of the very cautions nature of the move towards increased majority
voting, much will probably still depend on the good will of the governments,
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Besides Council meetings, there are also the summit conferences of the Heads of
State or Government of the Member States of the Communities. Since 1975 they
have met three times a year as the ‘European Council’. The true purpose of the
European Council is to define new objectives, giving a fresh stimulus to European
integration. The European Council has, for example, launched initiatives on econo-
mic and monetary union, direct elections to the European Parliament, social policy
measures and issues relating to enlargement.

The Commission is the engine of Community policy, the guardian of the Treaties
and the advocate of the Community interest. It is made up of 17 members who,
although appointed by mutual agreement between the governments for a four-year
term, are required to act in complete independence for the good of the Community.

As the engine of Community policy the Commission has what is known as the right
of initiative, i.e. it is responsible for making proposals for Community measures to
the Council; without such proposals the Council cannot, as a rule, take any action.
As the guardian of the Treaties, its task is to see that the Treaties and Community
law are respected and applied, acting against any infringements and taking matters
to the Court of Justice if necessary. As the advocate of the Community interest it has
to endeavour to steer a course through often tortuous negotiations within the Coun-
cil in order to find an acceptable compromise without sacrificing that interest; in this
it is able, thanks to its non-partisan position, to act as a mediator between the Mem-
ber States.

Since 1979 the European Parliament can rightly claim to be the representative of the
people within the Community. The introduction of direct elections in that year (fol-
lowed by the second elections at the end of Parliament’s five-year term in 1984)
greatly strengthened the democratic legitimacy not only of Parliament itself but of
the Community as a whole. But compared with the parliaments of the Member Stat-
es, it has yet to develop anything beyond the most rudimentary legislative role, for
the hopes that direct elections would bring it wider powers were not fulfilled. It does
not normally have any direct say in the Community decision-making process, fulfill-
ing only a consultative function vis-d-vis the Council and Commission. The one
exception is in the area of the Community budget, where it does indeed exercise far-
reaching powers of co-decision placing it in an extremely strong overall position.

Its consultative function primarily involves exercise of the advisory powers confer-
red on it by the Treaties, under which Parliament may deliver opinions on Commis-
sion proposals before the Council takes a decision. But its influence on the Council’s
decisions is relatively slight since its opinions are not binding. Besides these advisory
powers, it also enjoys an extensive right under the Treaties to put questions to the

Commission — and in practice to the Council too. It thus has the opportunity for
direct political dialogue with both of them.
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The European Commission in session, 9 October 1985, at the Commission’s meeting room on the top

floor of the Berlaymont building, Brussels. In the background are interpreters’ booths, providing simul-

taneous interpretation into the seven official languages (nine after enlargement on 1 January 1986) of the

Community of everything that is said. Facing the camera are, left to right, Mr Jacques Delors (Commis-

sion President), Mr Emile Noel (General Secretary}, Mr Grigoris Varfis, Mr Henning Christophersen,
My Stanley Clinton Davis and Mr Alois Pfeiffer.

Parliament also has a supervisory role, but this is confined to the Commission. Prin-
cipally this means that the Commission has to defend and justify its position in pub-
lic debates before Parliament in full session and present an annual general report on
the activities of the Communities for discussion. Ultimately the Commission is
responsible to Parliament and it can even be forced to resign by a motion of censure
carried by a two-thirds majority.

Parliament’s position within the Community institutional framework is, then, un-
satisfactory from the point of view of the Community’s democratic legitimacy. The
Luxembourg Summit of December 1985 failed to produce any substantial improve-
ment; the Council of Ministers continues to have the final say. Nevertheless the new
cooperation procedure agreed between the Council and Parliament for all major
decisions on the completion of the internal market should help to strengthen Parlia-
ment’s influence on the Community decision-making process. Under this procedure
Parliament has the power to reject or amend Council decisions in this area within

27



three months by an absolute majority of its members. In the event of a rejection the
Council can override Parliament’s decision by a unanimous vote at a second reading.
Where Parliament puts forward amendments, the Commission re-examines its pro-
posal in the light of the suggested changes and presents a new proposal to the Coun-
cil, which can only amend it by a unanimous vote.

Parliament’s task must now be to concentrate its efforts on exploiting these promis-
ing new avenues and developing effective new strategies to consolidate its position in
the Community system.

The Court of Justice of the European Communities consists of 13 judges assisted by
six Advocates-General, Its task is to uphold the law in the interpretation and
application of the Treaties and acts adopted by the Council and the Commission.
From the very outset it approached its task not merely as a purely judicial business
but in a broader, active law-making spirit, fleshing out the basic principles of Com-
munity law to lay a firm foundation for the integration process and thereby rightly
earning a reputation as one of its foremost champions.

Looking at the approach chosen by the Community’s founding fathers in the light of
experience to date, two conclusions emerge. The first is that the decision to restrict
integration initially to the economic sphere was right. The existence of a unified
European economic area has given a substantial impetus to trade between the Mem-
ber States. In 1958 trade within the Community accounted for 35% of all exports;
by 1982 this figure had risen to 52%. Alongside the USA, the Community is now
the world’s greatest economic power. It plays a pre-eminent part in world trade,
accounting for more than a third of all exports and imports if intra-Community
trade is included. These few figures clearly demonstrate that the Community is a
very tangible factor which cannot be ignored by the Member States and which has
proved its worth as a solid and useful basis for cooperation and coexistence. In
another respect, however, the expectations of those who inspired the founding of
the Community have not been fulfilled. European integration has not automatically
progressed towards the ultimate political goals which they held. Some of the Mem-
ber States continue to insist on retaining an inviolable core of sovereignty. Trans-
ferring further powers to the Community is felt to be too high a price to pay for the
perceived benefits which they would stand to gain. In the last resort they evade the
economic or political pressures to expand existing common policies or to formulate
and implement new ones by using their veto on the grounds that vital national inter-
ests are at stake.

What is needed here is a renewed effort for further decisions to consolidate what has
been achieved, to foster the new developments that are under way, to correct the
shortcomings that have emerged and to guide the Community cautiously, as reality
dictates, towards the ultimate goal of political union. Seen in this light, European
integration poses a ceaseless challenge to all those concerned, and its progress and
realization depends essentially on the political will of the Member States.
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. Economic integration

1. The common market

The focal point of economic integration is the common market, in which the Mem-
ber States have combined to create a unified economic territory undivided by either
customs or trade barriers. This common market rests on the pillars of four funda-
mental freedoms: the free movement of goods, persons and capital, and freedom to
provide services.

First and foremost it allows capital and labour — two basic factors of production —
to develop their potential untrammelled and unhindered. Workers can move freely
to scek jobs where demand is higher and wages and working conditions accordingly
better. They can settle with their families and go to work anywhere in the Commun-
ity. Firms can produce and sell their goods in free competition wherever suits them
best. No Member State may give its own nationals preferential treatment over those
of its Community partners.

To create this large European internal market — which, with the entry of Spain and
Portugal, now has to serve almost 320 million people — the Community countries
have had to dismantle all manner of trade barriers, harmonize legislation, admin-
istrative practices and tax structures, and extend their cooperation on monetary

policy.

In the run-up to the economic deliberations of the European Council in Milan on 28
and 29 June 1985, the Commission prepared a White Paper listing all the measures
still required for the completion of the internal market and setting out a detailed
timetable for their implementation by 1992. At the Luxembourg European Council
in December 1985 the Heads of State or Government endorsed the Commission’s
objectives and gave the go-ahead. All the necessary decisions on customs tariffs,
freedom of movement for the self-employed, the services sector, the liberalization of
capital movements and air and sea transport, and the approximation of laws and
administrative rules are now scheduled for adoption by 1992.

The prospects for success are good, since it was agreed at the same time that all these
decisions - except those on tax harmonization, the free movement of persons, and

workers’ rights — would be adopted by majority voting, while special temporary
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Per capita gross domestic product (GDP),
expressed in purchasing power standards (PPS)

Gross domestic product (GDP) — the aggregate output of ail economic activity (industry. agricul-
ture, services, etc.) — is expressed in the following table in purchasing power standards (PPS). A
purchasing power standard represents an identical volume of goods and services for each coun-
try. Conversion into the national currencies is based on the following purchasing power parities: 1
PPS = BFR37.3— DKR8.36 — DM 2.27 — DR53.6 — ESC 48.0 — FF 6.17 — HFL 2.45 — IRL 0.585
— LFR37.7, LiT 1036 — PTA 78.1 — UKL 0.520 — USD 0.947.

In the following table, curve 1 gives GDP at 1980 prices and parities; this produces comparable
figures and shows real growth.
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arrangements would be allowed for Member States which encountered problems in
implementing them.

The following sections describe the development of the internal market so far and
the current state of progress.

(a) The customs union and free movement of goods

The first step in the creation of the common market was to eliminate all the customs
duties levied on imports and exports between the Member States before the EEC
was established. The EEC Treaty laid down a fixed timetable for the gradual dis-
mantling of these internal duties within 12 years. The original Six had no difficulty
in meeting the deadline, and the last customs barriers came down in 1968, 18
months ahead of schedule. The later entrants also successfully met the tight dead-
lines set for removing their pre-accession customs duties and adapted to the require-
ments of the common market surprisingly quickly.

The elimination of customs duties within the EEC was accompanied by the estab-
lishment on 1 July 1968 of a common customs tariff (CCT), setting up a single cus-
toms barrier around the entire Community for all imports from non-member
countries, with duty normally being levied when goods enter the economic territory
of the Community. This was necessary in order to prevent diversion of trade flows.
When the Community was founded, wide disparities existed between the Member
States in their rates of external duty. These were very high in France and Italy, for
example, but low in the Benelux countries and Germany. Without a common cus-
toms tariff, French or Italian importers could have evaded the high rates at home by
taking advantage of the removal of internal duties to import through agents in low-
duty countries and then transport the goods to France or Italy. This could eventually
have led to the ridiculous situation of a Bordeaux wine merchant getting cheap Span-
ish corks via Hamburg.

The CCT rates have frequently been adjusted since 1968. This is done either unilat-
erally, by a decision of the Council of Ministers, or through negotiations between
the Community and individual non-member countries or other international orga-
nizations, especially within the framework of GATT (General Agreement on Tariffs
and Trade). Since 1975 the proceeds from customs duties form part of the Com-
munity's own resources and are paid over to it by the Member States. The introduc-
tion of a common external tariff signalled completion of the first stage of economic
integration: the establishment of a customs union.

The creation of a large European market on which all goods can be freely traded
requires not only the removal of customs barriers but the lifting of quantitative
restrictions too. These are designed to protect a country’s industries, warding off
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foreign competition on the domestic market either by a temporary or indefinite ban
on certain imports or alternatively by restrictions on their value or volume (quotas).
Measures of this kind are prohibited by the Treaties and this ban has, in the main,
been respected by the Member States since the expiry of the prescribed transition
periods. Intra-Community trade, then, is also free of all quota restrictions.

One obstacle to the free movement of goods within the EEC which still persists is
what is known as ‘measures having equivalent effect’ (to quantitative restrictions).
These are measures which, though not actual prohibitions or quotas, have an indi-
rect impact on intra-Community trade by making it expensive, difficult or well nigh
impossible to import or export certain goods. With structural problems in a number
of major industries (steel, shipbuilding, textiles), rising unemployment, and escalat-
ing imports from low-cost producing countries, Member States have been increa-
singly tempted to erect protectionist barriers, thereby excluding other Member Stat-
es’ goods from their domestic markets and hampering intra-Community trade.

This is a game at which the Member States have shown a considerable degree of
invention and imagination. It starts at the frontier, where, despite much simplifica-
tion, certain formalities continue to cause tedious and costly delays. The pressing
need to solve the problems facing freight transport was highlighted by the incidents
which occurred at the Italian-French and Italian-Austrian-German borders in the
spring of 1984.

The Council of Ministers took a major step towards streamlining frontier formali-
ties in December 1984 when it introduced a single document for intra-Community
freight to replace a whole series of forms from 1 January 1988.
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But once across the frontier, goods still face countless bans or restrictions in the
form of a vast array of national rules and regulations prescribing — in the interests
of health, safety, consumer protection or fair competition — their exact make-up
and labelling. These range from rules on product ingredients and packaging to tech-
nical safety and industrial standards. Paradoxically, they succeed in crippling the
sale of foreign goods to the advantage of domestic products even though they apply
to both alike — the reason being that they vary so widely from one country to
another. A clear indication of the extent to which the Member States make use of
such obstructive measures are the 250 or so complaints that arrive on the Commis-
sion’s desk each year. These the Commission investigates and if it finds the measures
in question contrary to Community law, the Member State concerned is requested
under a special formal procedure to amend or desist from the offending rules or
practices. If the Member State fails to comply with the request, the Commission can
refer the case to the Court of Justice, whose decision is binding. In this way a whole
range of rules and measures have been rejected by the Court as incompatible with
Community law, so averting more serious dislocations of free trade between the
Member States.

The only definitive solution to the problem, however, is to harmonize national
regulations — especially the many differing technical standards — and the rules
regarding value-added tax and excise. Only then will it be possible to claim that
there is genuine free movement of goods within the Community. At the same time
this would allow goods inspections between Member States to be dispensed with.
The main reason for the existence of these inspections (alongside all the other mea-
sures already mentioned) is national tax legislation — another area where considera-
ble disparities exist between the Member States as regards the rates charged. This is
particularly true of value-added tax and excise duty on mineral oils, tobacco, spirits,
beer and wine. To ensure that less heavily taxed imports which could undercut
home products gain no unfair competitive advantage, the difference in tax is levied
at the frontier.

(b) Free movement of workers

Apart from a few exceptions, freedom of movement for workers within the Com-
munity is already an established fact. The rights enshrined in the Treaties guarantee-
ing Community workers equality of treatment in terms of employment, wages and
other working conditions were comprehensively dealt with in a Council Regulation
of 1968. This enables a worker from any Member State who wishes to better his
situation to apply for a vacant job anywhere in the Community. As regards access to
jobs, terms of employment, and working conditions he must be treated no different-
ly from nationals of the host country. He is entitled to equal pay and equal treatment
in the event of redundancy. In short, he enjoys full equality of rights with local wor-
kers.
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In addition he must be given every support as regards general living conditions in the
host country. He thus enjoys the same tenancy rights and benefits as national wor-
kers, and his wife and children may also take up paid employment or work in a self-
employed capacity; his children are entitled to general schooling and can enter into
apprenticeships or vocational training on the same conditions as the children of
local nationals; and in 1958 a Community Regulation had already guaranteed that a
worker who moved to work elsewhere in the Community would suffer no disadvan-
tage in terms of social security on that account.

However, the free movement of workers guaranteed by these measures will not suc-
ceed fully in practice until the linguistic, social and cultural difficulties of integrating
workers and their families into the working and social life of their host countries are
overcome. This requires not only the equality of legal status already achieved, but
above all the emergence of a true sense of community among the people of the Com-
munity, rooted in the basic idea of European unity.

(c) Right of establishment and freedom to provide services

Members of the professions and the self-employed are also, in principle, guaranteed
the right to establish themselves in business and provide their services wherever they
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like. The knowledge, skills or qualifications required of anyone wishing to set up on
his own account in another Member State or to provide a service during a period of
temporary residence may not be any different from what is required of that country’s
nationals. Conversely, Community citizens are assured equal rights in another
Member State only if they satisfy the same conditions as apply to that country’s
nationals. They must therefore, for example, be able to show that they have comple-
ted any vocational training required, or passed the necessary examinations and
obtained the relevant qualifications in their host country. Since they will not normal-
ly have been able to do so, these freedoms will continue to count for very little in
practice until the conditions for setting up in a self-employed capacity are brought
into line or until the Member States recognize each other’s degrees, diplomas and
other qualifications as equivalent.

The Community legislation needed for all this is still only partially on the statute
book. The greatest progress has been made in the health professions. Under a num-
ber of Directives issued by the Council, general practitioners, specialists, nurses,
midwives and veterinary surgeons may now practice in any of the Member States.

In the field of company law many coordinating measures have been adopted con-
cerning the safeguards prescribed in the Member States to protect shareholders and
third parties. In banking and insurance, on the other hand, the record is more
mixed. Perhaps the most significant move in practical terms is the harmonization of
the provisions governing motor vehicle liability insurance since, by ensuring that all
motor vehicles in the Community are insured, it has enabled the authorities to dis-
pense with checks on the green international insurance cards at internal Community
frontiers.

For lawyers, only the provision of services has been made easier. They can act as
legal advisers in other Member States and bring actions in the courts there provided
they are assisted by a lawyer from the country in question. But the mutual recogni-
tion of legal qualifications, which would allow lawyers to establish practices in other
Member States, has yet to become a reality.

All things considered, the Community still has a long way to go before it can claim
to afford everyone who so wishes the possibility of working in whichever Member
State he considers offers him the greatest advantage.

(d) Free movement of capital and liberalization of payments

Another key factor in the development of the large internal market is the free move-
ment of capital. Two Directives were adopted at a very early stage to liberalize trans-
actions such as the purchase of listed shares or direct investments and commercial
credits. But the world monetary problems of the late 1960s and early 1970s forced

35



some Member States to impose a partial freeze on this liberalization process. This
they justified by reference to the provision in the Treaty allowing the free movement
of capital to be curtailed in the event of serious balance-of-payment problems. But
with the return to broader economic equilibrium, notably through the European
Monetary System, the Commission was able to renew its action against the Member
States concerned.

Taken as a whole, the degree of free movement of capital in the EEC today is cer-
tainly greater than at the end of the 1970s. Britain and Denmark have now lifted all
the restrictions that ran counter to Community law. France, Ireland and Italy all still
maintain some restrictions, although progress has been made towards their removal.
In Greece special conditions still apply, as the transitional period is not yet over.

It is essential that the free movement of goods, persons, and capital and freedom to
provide services should be accompanied by measures to liberalize payment transac-
tions. Anything that hampers payments for goods delivered abroad, the payment of
wages to Community citizens working in other Member States or the payment of
charges for services provided makes it difficult, if not altogether impossible, to exer-
cise these basic freedoms. The Member States must therefore allow such payments
to be made in the currency of the Member State in which the creditor or recipient
resides.

2. The common policies

The common market is the nucleus of economic integration around which the Com-
munity’s common policies revolve. These policies are: the common agricultural poli-
cy, competition policy, transport policy, and commercial policy (which is discussed
in detail in Chapter V — The Community in the world). Like the establishment of
the common market, the conduct and implementation of the common policies is the
exclusive preserve of the Community and its institutions. In these areas the Member
States have transferred sovereignty to the Community and granted it the power to
formulate and carry out its own policies.

(a) The common agricuitural policy

Agriculture, as one of the ‘foundations of the Community’, plays a key role in Com-
munity policy. It accounts for much the largest proportion of Community legislation
and more than two thirds of expenditure under the Community budget.
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There are two reasons why it is such a major concern. First, ensuring the security of
food supplies is traditionally one of the main areas of state activity. And the only
way to do this is to attain more or less complete self-sufficiency, which means a ten-
dency to overproduce so as to guarantee supplies when harvests are poor. Second,
agriculture is a special case among productive sectors, since it is dependent on fac-
tors — such as climate, soil and disease — over which man has little control and
which often result in major fluctuations in harvests, thus affecting farm incomes.
These incomes must be high enough to preserve the family-run farms necessary for
self-sufficiency and to prevent such people from leaving the land. In this respect agri-
cultural policy also fulfils the roles of incomes policy, employment policy, structural

policy, regional policy, and population policy.

In view of agriculture’s fundamental importance for the general wellbeing of the
people of the Community as a whole, the EEC Treaty had to include rules on the
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establishment and organization of a common agricultural market. However, these
were couched in very broad terms so as to permit the existing national control mech-
anisms to be brought into line gradually.

The main lines of the common agricultural policy were laid down immediately fol-
lowing the entry into force of the EEC Treaty at a specially convened conference
held at Stresa in July 1958. The most difficult problem was to incorporate the diffe-
rent national systems in a common system of market organizations so as to create a
Community-wide market for agricultural products. To start with, all tariff and
trade barriers between the Member States had to be eliminated. In addition, a com-
mon pricing system had to be introduced to guarantee uniform price levels for farm
products in all the Member States.

This involves three types of price, which serve as the main instruments of the com-
mon agricuitural policy. The system centres on the target price, which is the price
that Community farmers are ideally supposed to receive. This price is fixed every
year by the Council. If the actual market price for a product drops below the target
price as a result of oversupply, the Community intervenes in the market to stabilize
the situation. The point at which it does so is determined by the intervention price,
which is the price at which the intervention agencies set up for this purpose in the
Member States have to buy up the product concerned in unlimited quantities (mar-
keting guarantee). The intervention system thus guarantees Community farmers a
minimum price for their products when they cannot earn more on the market, so as
to ensure that they receive an adequate income. In order to protect prices within the
Community and agricultural production as a whole, threshold prices are set. These
are minimum prices for agricultural imports into the Community. For many pro-
ducts they are higher than the world market prices, because growing conditions in
other parts of the world are more advantageous. To prevent the Community market
from being flooded by cheap imports from non-member countries to the detriment
of European farmers a levy is imposed to bring import prices up to the threshold
level. The levies, like customs duties, are part of the Community’s own resources
and revenue from them is entered in the budget. Conversely the Community pays
agricultural exporters a refund, i. e. an export subsidy to offset the difference be-
tween the world price and the Community price. This enables Community farmers

to sell their products on the world market despite the fact that their prices are gene-
rally higher.

The cost of operating the common agricultural market is financed through the
European Agricultural Guidance and Guarantee Fund (EAGGF). The Guarantee
Section of the Fund, which consumes by far the greatest proportion of resources,
principally covers the cost of the minimum price guarantee and export refunds. The
Guidance Section provides funds for structural improvements in agriculture. Origi-
nally the Fund was financed by the Member States direct, each contributing a pro-

38



portion in accordance with a special scale, but since 1970 it has formed part of the
Community budget.

Angry farmers demonstrating for a larger increase in farm prices invade the meeting of the Council dis-
cussing agriculture on 15 February 1971, bringing two cows with them — right up to the 14th floor of
the Council’s office building in Brussels.

This, then, is the basic theory underlying the common agricultural policy; it forms a
coherent whole that is consistent with the aims and objectives described earlier.
Putting the theory into practice, however, has posed a number of problems. Setting
prices that were out of line with market conditions led to surpluses, which, because
of the open-ended commitment to buy up products, had to be financed by the Com-
munity rather than the farmers. This in turn led to the accumulation of large stocks
— the much-publicized butter, fruit and vegetable mountains and the wine lake —
which entail substantial storage costs and can only ultimately be reduced at best by
special sales and at worst by withdrawal from the market (as in the case of perisha-

ble products).

It is mainly because of such operations that the common agricultural policy has
come in for growing public criticism. However, it would be overhasty to condemn
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the entire policy simply because of these aberrations and shortcomings and from
there, as sometimes happens, to call into question the utility and purpose of Euro-
pean integration in general. The problems are due less to the system itself than to its
implementation. Reforms are essential and proposals have been submitted for mea-
sures to reduce costs drastically and to curb overproduction both by making farmers
bear a greater share of the responsibility and by pursuing a more cautious price poli-
cy. The decisions by the agriculture ministers in early 1984, which included placing
a limit on the quantity of milk covered by the marketing guarantee and allocating
quotas to the Member States, point in this direction. But the German veto on the
proposal to reduce cereal prices by 1.8% for the 1985/86 marketing year has once
again shown how great national resistance still is.

(b) Competition policy

The common market for the goods produced by industry and agriculture can op-
erate smoothly only if conditions of competition are uniform. This is the only way to
safeguard equality of opportunity for all in the common market and to prevent
action that distorts competition by the private or public sector or by government.
One of the Community’s tasks is therefore to create a system to protect free competi-
tion within the common market, based on the competition rules laid down in the
Treaties. These rules prohibit agreements between undertakings to restrict competi-
tion and all forms of abuse by an enterprise of a dominant position on the market —
for example, imposing unfair prices or limiting production, markets, or technical
development; they also ban or place under the Commission’s supervision national
subsidies (State aids) to individual firms or sectors of industry in order to prevent
them from gaining an unfair competitive advantage.

The Commission ensures that the principles of fair competition are observed in the
common market and punishes infringements with heavy fines. Assisted by the Court
of Justice, it is also responsible for refining the competition rules so that they are ful-
ly effective. The task facing the Community — now as in the past — is the laborious
one of developing the wide armoury of rules and individual decisions necessary to
put the established principles into practice.

(¢) Transport policy

Under the EEC Treaty transport policy, like agricultural policy, was intended to be
a common policy area. But very little has emerged in the way of common solutions
in this complex sector so far. The individual types of transport — in particular road
freight, the railways, and inland waterways — still largely rely on the old national
structures. In this they are backed by the Member States which, for a variety of reas-
ons (economic, geographical, political, and historical), still want to pursue their
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own transport strategies. Moreover the difficulties facing a common transport poli-
cy have increased even further since enlargement.

Because of the discrepancy between the Treaty requirement for a common transport
policy and the progress actually made, in 1982 Parliament, backed by the Commis-
sion, brought an action against the Council before the Court of Justice on the
grounds of the Council’s failure to act.

In May 1985 the Court delivered its judgment, partly vindicating the position taken
by Parliament and the Commission. After seeking to clarify the specific obligations
which the EEC Treaty imposes on the Council in this connection, the Court conclu-
ded that the Council was indeed bound to act to ensure freedom to provide services
within the Community — something which had been guaranteed since 1969. In this
respect the Council had failed to adopt the appropriate measures and rules, its main
tasks being to guarantee international and transit traffic between and through the
Member States and to lay down the conditions under which non-resident carriers
may operate transport services in other Member States. But the Court refused to
condemn the Council outright for its failure to introduce a common transport poli-
cy, since in the case of transport, unlike agriculture, the Treaty did not set out a
detailed timetable or inventory for completion.
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The judgment also reflects the Court’s policy of not intervening in political disputes
between Community institutions where their rights and obligations are not suffi-
ciently clearly spelt out. The Court of Justice cannot be — and refuses to become —
an alternative legislature in the Community. However, its ruling at least raises the
prospect that practical implementation of the freedom to provide transport services
will now give the necessary stimulus for rapid further progress towards a common
transport policy.

3. Economic and monetary policy

The Community’s founders fully realized that the creation of the common market
and the effective implementation of common policies would have to be accompanied
by a common economic and monetary policy. It was clear that the gradual establish-
ment of the common market would lead to growing economic interdependence bet-
ween the Member States, making it more difficult for them to pursue their own
short-term economic policy objectives. Conversely economic and monetary meas-
ures adopted by one country would have a considerably greater impact on its part-
ners as economic interdependence grew. It was therefore essential to establish at
least some common ground in these policy areas.

However, when the Community was founded no one had sufficient courage to brave
the leap forward to a common economic and monetary policy that would lead to
economic and monetary union. The Member States were not prepared to yield their
sovereignty to the Community in matters of monetary, budgetary and fiscal policy.
Instead, the common aims of national economic policies were laid down, whereby
the Member States committed themselves to the goals of full employment, price sta-
bility, balance of payments equilibrium and currency stability. The six founding
members also resolved to coordinate their economic policies in close consultation
with the Community institutions. But responsibility for formulating and implement-
ing economic policy was to remain the sole prerogative of the Member States.

It very soon became apparent that the realities of progress in coordination fell far
short of expectations. Although it was generally held to be of vital importance for
the consolidation of European integration, the great step forward to economic and
monetary union proved impossible to achieve.

At the 1969 Hague Summit the political leaders of the Community launched a new
initiative for economic and monetary union. The Council and the Commission were
instructed to draw up a timetable setting out the stages for its achievement. A com-
mittee was set up under the chairmanship of Pierre Werner, the Prime Minister and
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Finance Minister of Luxembourg, and in October 1970 the committee presented its
final report. The ‘Werner Plan’ envisaged three stages on the road to economic and
monetary union, aiming to achieve the final stage (‘Communitization’ of national
instruments for economic and monetary control and their use for common ends) by
the year 1980. On 22 March 1971 the Council adopted a number of decisions, to be
effective retroactively from 1 January, opening up the way for the first stage of eco-
nomic and monetary union to begin.

But as early as April 1973 the Commission presented a sobering report to the Coun-
cil on the initial stage. The Member States had achieved hardly any progress in coor-
dinating their economic policies. Under the pressure of accelerating inflation every-
where and voilent fluctuations on the international foreign exchange markets, they
all preferred to seek refuge in unilateral national action rather than to embark on a
common course with the prospect to medium-term success. Their political will to
submit to a common discipline and to make effective use of the Community armoury
was sacrificed to the desire for short-term gains, Nevertheless the Community
endeavoured to keep to the timetable for economic and monetary union, with the
second stage due to begin in February 1974. However, the attempt failed and the
second stage never got off the ground. Instead the starting date merely saw the adop-
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tion of a number of individual measures to improve and extend the range of instru-
ments available for monetary policy and the coordination of economic policies.

The setting up of the European Monetary System (EMS) in March 1979 gave a new
dimension to European monetary cooperation. Its purpose was to create a zone of
monetary stability in Europe as free as possible of wild currency fluctuations. It was
primarily because of the volatility of exchange rates that European firms had fought
shy of undertaking major, long-term investment projects in other Community
countries and had been unable to take full advantage of the common market. With
frequent unpredictable shifts in exchange rates, firms found that making broad eco-
nomic calculations had become little more than a game of roulette, and the stakes
were too high for their liking.

The EMS seeks to achieve its objectives of internal (price) and external (exchange
rate) stability by means of a system of fixed but adjustable guidance rates resting on
a variety of intervention and credit mechanisms. The obligations imposed on Mem-
ber States by the system and the way in which it operates have led to greater conver-
gence between the economic and monetary policies of the Member States, with the
result that it is generally held to be a success.

Within the system the ‘ECU’ plays a central role. (The name has a dual parentage: it
stands for ‘European Currency Unit’; at the same time it also revives the name of a
13th-century French gold coin.) The ECU comprises a ‘basket’ of the currencies of
the Member States, each currency accounting for a proportion which is determined
on the basis of the economic strength of the country in question. The exact value of
the ECU in terms of each currency is fixed every day by the Commission and the
rates are published in the Official Journal of the European Communities (C series).

The ECU fulfils four functions: it is the reference unit for the exchange rate mechan-
ism; it acts as an indicator to determine when one currency deviates from the others;
it serves as a unit of account for transactions under the intervention and credit mech-
anisms; and it is used for settling debts between national monetary authorities. It is
also used as the unit of account for the Community budget, and all specific external
duties, levies, refunds and other internal Community payments are expressed and
settled in terms of ECUs.

In private transactions the ECU offers businesses, workers, and the ordinary citizen
protection against sudden fluctuations in exchange rates. For banking purposes it
already operates as a fully-fledged Euro-currency, being used for private and busi-
ness savings and overdrafts, especially by small and medium-sized firms and inde-
pendent operators. The hope is that people will ultimately be able to use the ECU in
any Member State as an acceptable alternative to the national currency. But this
goal is still a long way off, and economic and monetary policies will have to grow
much closer before it becomes a practical proposition.
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Seen in a broader context, then, the pursuit of economic and monetary union is still
very relevant to safeguarding the achievements of the common market and ensuring
the continued progress of European integration towards the goal of European
Union.

4. Energy policy

Energy policy is a crucial factor for the continued growth and development of the
European economy. Although the Community used to be largely self-sufficient in
energy supplies, it has over the years become dangerously dependent — dangerous
in both economic and political terms — on a number of countries outside Europe,
particularly the oil-exporting countries. The consequences for the security of suppli-
es and price stability were dramatically brought home by the sudden huge oil price
rises in 1973 and 1979. The Community was forced to respond with a new energy

strategy. The first steps in the direction of a common energy policy have already
been taken.

All the Member States accept that even though they may continue to pursue national
energy policies, there is also a Community dimension which requires the coordina-
tion of national measures, the completion of specific Community programmes, and
the definition of fundamental Community objectives in this field. The primary
objectives up to 1990 are to break the link between economic growth and energy
demand, to keep oil imports below a certain level, and to increase the proportion of
power generated from coal and nuclear energy. In order to guarantee adequate
energy supplies up to 1995 and beyond, the Commission in 1985 put forward new
Community energy objectives that make allowance for the changes on the energy
markets.

But a true common energy policy is still a long way off and a wide range of specific
problems and conflicting interests between the Member States remain to be resol-
ved. Here again, the Community will have to inch its way cautiously towards its
goal; but integration is the only sure way to secure its future energy needs.

5. Research and technology policy

Research and technology pose one of the greatest challenges facing the Community
today. Advances in this field are crucial for its political and economic future if it is
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not to fall hopelessly far behind the USA and Japan in the relentless technological
race of the modern world. To this end it must mobilize its true wealth: the creative
spirit and energy of its people. This potential is the basis for its scientific strength
and competitiveness, on which rests the high technical and scientific quality of its
industry and agriculture.

The balance sheet of achievements is quite impressive. Starting from the Treaties on
coal and steel (ECSC) and the peaceful use of nuclear energy (Euratom), a compre-
hensive European research and technology policy has developed over the past 30
years and more. The Community supplements and concentrates national research
with its own extensive scientific and technical research programmes. This avoids

HM the Queen unveils a commemorative plaque at the official opening of the European Community's

JET research project into nuclear fusion at Culham, England, 9 April 1984. Present at the opening were

President Frangois Mitterrand of France (back to the camera), Mr Gaston Thorn, President of the
European Commission, and representatives of the countries participating in the research.
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unnecessary duplication of effort and ensures the rational and effective use of funds.

The Community is therefore principally concerned with research programmes
which:

(a) call for greater financial, personnel and technical resources than can easily be
mobilized by the Member States individually;

(b) involve projects that can only be properly tackled across national frontiers, such
as protection of the environment; or

(¢) serve to promote completion of the internal market (e.g. the definition of com-
mon standards).

Research programmes are adopted on a proposal from the Commission and can be
carried out in one of three ways,

Direct action

Direct action projects are carried out by the Community’s own Joint Research
Centre, which has some 2 300 staff employed in establishments in Ispra (Italy), Geel
(Belgium), Karlsruhe (Germany) and Petten (Netherlands).

Contract research
This is carried out by universities, research centres and industrial firms on a shared-
cost basis.

Concerted action
Here the Commission acts primarily as a coordinator between individual national
projects, ensuring the necessary compatibility and smooth flow of information.

The practical manifestation of these basic principles of Community research and
technology policy is the framework programme drawn up by the Commission for
1984-87. This sets the following goals for the Community’s numerous scientific and
technical activities:

Promoting industrial competitiveness through the Esprit (European strategic pro-
gramme for research and development in information technology), Brite (basic
research in industrial technologies for Europe) and RACE (research and develop-
ment in advanced communication technologies for Europe) programmes and vari-
ous biotechnology programmes.

Improving the use of energy through programmes on controlled thermonuclear
fusion, which includes the JET project (Joint European Torus) in Culham (UK). In
operation since 1984, it is considered the most powerful nuclear fusion test installa-
tion in the world. In addition there are research programmes on non-nuclear energy
(solar energy, energy from biomass, wind energy, geothermal energy, rational use of
energy), reactor safety, management and storage of radioactive waste and the
decommissioning of nuclear installations.

Improving the use of raw materials, with programmes on metals and minerals,
recycling non-ferrous metals and substitution and materials technology.
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Improving agricultural competitiveness, with programmes on the use and manage-
ment of land and fisheries resources, on productivity in animal and crop farming
and on structures.

Improving living and working conditions, with programmes on environmental pro-
tection and climatology, radiation protection and medical research.

Improving the efficacy of the Community’s scientific and technical potential, with
measures to promote scientific and technical cooperation and exchange in Europe
and work on forecasting and assessment in science and technology.

Reinforcing development aid through research into agriculture in the tropics and
tropical diseases.

Despite the relatively modest funds allocated (in 1985 the Community research bud-
get amounted to only 3% of the total Community budget and 2% of national bud-
gets) and the cumbersome nature of the decision-making procedure in the Council
(where unanimity is required) the Community’s research programmes have triggered
off wide-ranging cooperation across national frontiers in practically every major
area of scientific and technical research. In addition to this there is the prospect of
broad technological advance on an unprecedented scale following the agreement
reached in July 1985 in Paris on European Technological Cooperation (known as
the Eureka project) between 17 European countries (the 12 Member States of the
Community, together with Sweden, Finland, Norway, Austria and Switzerland).

With the rapid advance of science and technology worldwide, the Community must
press ahead in this direction, further strengthening its joint research activities. The
Community’s leaders are fully aware of the challenge and at the Luxembourg Sum-
mit in December 1985 they agreed that research and technology policy — which up
till then had been based on Article 235 of the EEC Treaty ' — should have its own
place in the EEC Treaty.

' Article 235 of the EEC Treaty states: ‘If action by the Community should prove necessary to attain, in
the course of the operation of the common market, one of the objectives of the Community and this Trea-
ty has not provided the necessary powers, the Council shall, acting unanimously on a proposal from the
Commission and after consulting the Assembly (European Parliament), take the appropriate measures.’
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IV. A Community for the people

Any political system must attend to the needs of the people living under it, and the
European Community is no exception. The Community endeavours to do this in
two ways. First, all measures for economic integration are also geared towards the
goal of social progress. The basic freedoms of the common market, for example,
encompass not only the economic objective of a large internal market but also the
individual freedoms which guarantee Community citizens a minimum measure of
personal self-realization transcending national frontiers. Second, the Community
has been able over the years to extend its responsibilities to various policy areas
which directly affect the social life and well-being of its people. The door to signifi-
cant progress was opened at the Paris Summit in 1972, when the Heads of State or
Government agreed on the need for a common approach on social and regional poli-

cy, the environment and consumer protection. These are the policy areas which we
shall look at in this chapter.

1. Social policy

Because of the high current level of unemployment in the Community, especially
among young people, social policy is coming to be regarded more and more as the
touchstone of European integration. It is, then, extremely regrettable that all efforts
to arrive at a common social policy have so far failed to bear fruit.

Social policy is an area in which the Community has only limited scope for action.
When it was founded, the Member States went no further than to recognize the need
to improve and align working and living conditions for workers. The task of pro-
moting close cooperation between them in this sphere was entrusted to the Commis-
sion,

The reluctance to transfer responsibility for social policy to the Community stem-
med from the belief that harmonization of the different national systems would
automatically follow from the operation of the common market. But this assump-
tion proved to be unfounded. Consequently in 1974 the Council approved a social
action programme aimed towards full and better employment, improved living and
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working conditions, and increased involvement of the two sides of industry. Under
the programme some 40 specific schemes were planned, most of them to be comple-
ted within a projected three-year span.

The principal instrument of Community social policy, however, is the European
Social Fund. It was set up with the aim of rendering the employment of workers
easier and increasing their geographical and occupational mobility by offering
grants or income support for retraining or further training. Since becoming oper-
ational in 1960, it has been reformed several times and its resources steadily increa-
sed. This is clearly illustrated by comparing the amounts allocated to it in the Com-
munity budgets for 1979 and 1983. In 1979 it received a mere 554 million ECU, or
3.8% of the total; by 1983 this figure had risen to 1 495 million ECU, representing
6% of the total.

Unemployment in the European Community

Registered unemployed (thousands)

124295

19234

At the beginning of 1984 the main focus of the Fund’s operations was re-oriented
towards a common employment policy. Special emphasis was laid on combating
unemployment among young people, with 75% of the Fund’s resources — almost
1 400 million ECU out of a total of 1 850 million ECU in 1984 — being set aside
for this purpose.
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Finally mention should also be made of Article 119 of the Treaty, which requires
men and women to be given equal pay for equal work. This amounts to a guaran-
teed fundamental right for women workers in the Community — a right which they
can enforce vis-d-vis their employers through the national courts. In the mid-1970s
women’s rights were substantially strengthened by three Directives which extended
the legal guarantees of equal treatment at work beyond the field of equal pay so as to
include access to employment, vocational training, working conditions and promo-
tion, and social security.

2. Regional policy

In the Preamble to the EEC Treaty the Member States declared their aim of ‘reduc-
ing the differences existing between the various regions and the backwardness of the
less favoured regions’. The Community set about the task with the creation of the
European Regional Development Fund in 1975. With the help of the Fund a grow-
ing effort has been made to boost investment and create jobs in poorly developed
regions through selective assistance for national projects. The long-term aim is to
reduce the disparities between the rich regions and the poor — notably those on the
extreme periphery, where agriculture is predominant (southern Italy, north-west Ire-
land, Greece), and those largely centred on crisis-hit industries such as coal, steel,
shipbuilding, and textiles.

As with social policy, the resources earmarked for regional policy have been increa-
sed substantially over the years, rising from 257.6 million ECU in 1975 (4.8% of
the Community budget) to 2 140 million ECU (7.3%) in 1984. The breakdown of
Regional Fund spending among the Member States for the same year shows Italy at
the top of the list with 29.6%, followed by the United Kingdom with 27.1%, France
14.6%, Greece 9.7%, Ireland 8.3%, Germany 6.6%, the Netherlands 1.3%, Bel-
gium 0.9%, and Luxembourg 0.06%. At the beginning of 1985 the allocation
system was reviewed and it was decided that a more substantial proportion of aid
should flow to the neediest regions in Greece, Ireland, Italy, Scotland and Spain.

3. Environment and consumer protection

The Treaties make no explicit reference to environment and consumer protection as
one of the Community’s tasks. The explanation is principally that the threat to the
environment and the risks facing the consumer were less readily apparent when the
Rome Treaties were signed in 1957 than they are today. It is, however, characteris-
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tic of the Community — and clear evidence of the dynamic force of integration —
that it has been able to adapt its range of policy instruments to suit the changing
needs of the times and society.

The Community’s environment and consumer protection policy was launched at the
Paris Summit in 1972, when the Heads of State or Government declared protection
of the environment and the consumer to be one of the Community’s most important
and pressing concerns and called for the preparation of action programmes to set
such a policy in motion. The Commission responded by drawing up a series of detail-
ed and comprehensive programmes which have since been steadily refined and
expanded. Originally the legal basis for this action, as for research and technology
policy, was Article 235 of the EEC Treaty; but under the terms of the decisions tak-
en in Luxembourg in December 1985 environment policy has now been given its
own place in the Treaty.
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The main areas of progress in environment policy have been the prevention and
monitoring of air and water pollution, the disposal of used oil and other wastes, the
control of chemical pollution, and the preservation of wild bird species.
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In the field of consumer protection, a whole series of Directives on health and safety
have been issued, notably on preservatives and additives in foodstuffs, industrial
goods, textiles, motor vehicles, pharmaceuticals, and cosmetics. There have also
been important Directives on product liability and misleading advertising. Further
Commission proposals on door-to-door sales and consumer credit are pending
before the Council.

But with the rise in pollution levels and the growing risks to the consumer, all these
measures are no more than a step in the right direction. Many more comprehensive
and, above all, preventive measures must follow. However, promising initiatives
often come up against major obstacles because of their implications for other poli-
cies (especially competition and social policy). A striking example was the recent
controversy surrounding the fitting of cars with catalyst converters. This merely
serves to highlight the need for unrelenting determination to keep sight of the
medium-term and long-term objectives.
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V. The Community in the world

The Community is the largest single trading block in the world and as such plays a
leading role alongside the USA on the world stage, with interests in practically every
corner of the globe. More than 100 countries have diplomatic missions to the Com-
munity in Brussels, while the Community itself has representative offices throughout
the world and at all the major international organizations. This is partly a reflection
of Europe’s responsibilities for peace, freedom and prosperity in the world; but it
also serves to fulfil a very basic need, given Europe’s economic dependence on a wide
variety of imports (e.g. energy supplies, raw materials, finished industrial goods).

The Community has been given wide powers for shaping its economic relations with
the outside world. The position is, however, delicate since these powers are in
potential conflict with the general foreign policy powers which the Member States
have, by tradition, always retained. The instruments available to the Community
under the Treaty for shaping and asserting its position in the world range from a
common commercial policy, to association agreements with individual countries or
groups of countries and a Community development policy.

1. Common commercial policy

Presenting a common front to the world at large, in other words to non-member
countries, is the reverse side of the creation of a unified internal market. It was there-
fore logical that foreign trade should be an area of common policy. Responsibility
for the precise formulation of this policy lies with the Community, whose main tasks
are to fix and adjust common customs tariffs, to conclude customs and trade agree-
ments, to harmonize measures liberalizing trade with non-member countries, to
plan export policy and to decide on action to protect trade, particularly against
unfair trading practices (e.g. dumping or subsidies). It would be impaossible to give a
comprehensive review here of all the Community’s activities in the field of commer-
cial policy. Two aspects, however, deserve special mention.

The Community plays an active part in international negotiations for the develop-
ment of world trade which are held under the auspices of GATT or Unctad (United
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Nations Conference on Trade and Development). It has concluded numerous agree-
ments to promote trade and wider economic cooperation. Recently it has also
increasingly been involved in efforts to resolve trade conflicts, negotiating with Jap-
an, for example, in order to open up the Japanese market to European goods and
products. In order to protect crisis-hit industries in the Community, particularly
steel, it has concluded a number of ‘self-restraint’ agreements with non-member
countries to prevent the European market from being flooded with imports. Con-

versely, it has itself agreed to self-restraint as regards European exports of steel to
the US market.

The second notable aspect is the Community’s relations with the state-trading
nations of the Council for Mutual Economic Assistance (commonly known as
Comecon). Until the mid-1970s, these countries refused to recognize the Commun-
ity as a negotiating partner, with the result that a common approach to relations
with them was impossible. Consequently formal agreements exist only between the
Community and certain state-trading countries such as Romania or between indivi-
dual Member States and the Comecon countries. As a special measure the Member
States are allowed to maintain and renew these agreements, even after the transfer to
the Community of all responsibility for foreign trade policy. They may not, howe-
ver, conclude new agreements. In order to preserve good neighbourly relations and
to promote the continued flow of trade with Comecon, the Council of Ministers
adopts unilateral import arrangements pending the conclusion of new trade agree-
ments with the state-trading countries.

2. Special trading arrangements

(a) Association agreements

Association agreements establish special links with non-member countries extending
beyond the purely trade aspect to include close economic cooperation and financial
assistance. They can be divided into two categories.

Agreements to maintain the special relationships that exist between some Member
States and certain non-member countries

The main reason for introducing arrangements for association was to accommodate
the special economic links which some overseas countries and territories maintained
as a result of their former colonial ties with Belgium, France, Italy and the Nether-
lands. Because of the considerable disruption of trade with these countries caused by
the introduction of a common external Community tariff, special arrangements
were necessary in order to extend to them the Community system of unrestricted
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trade. At the same time customs duties on goods from these countries were lifted.
Financial and technical assistance is dispensed by the European Development Fund.

Agreements to prepare the way for possible accession or with a view to the creation
of a customs union

Association arrangements are also important in preparing for the accession of new
members. They form a kind of preliminary stage to accession, designed to help a
country that has applied for membership to bring its economy into line with the rest
of the Community. This approach proved its value in the case of Greece, which
obtained associated status in 1962. Another example is the association agreement
signed with Turkey in 1964; this, too, holds out the ultimate prospect of accession.

(b) Cooperation agreements

Cooperation agreements are less comprehensive than association agreements, their
aim being merely to promote intensive economic cooperation. The Community has
concluded agreements of this kind with such countries as the Maghreb (Morocco,
Algeria and Tunisia) and Mashreq (Egypt, Jordan, Lebanon and Syria) groups and
with Israel.

3. Development policy

For the Community, promoting relations with the developing countries is not merely
a question of economic necessity in order to secure its supplies of raw materials and
to expand the markets for its goods; it is also a token of solidarity with the less pros-
perous and poorest countries on earth.

The most significant expression of this concern is to be found in the Lomé Conven-
tions of 1975, 1979 and 1984, which have formed the basis for cooperation be-
tween the Community and many African, Caribbean and Pacific (ACP) countries.
Between 1975 and the end of 1985 their number had grown from the original 46 to
66, reflecting the need to allow the ‘overseas territories’ which gained their indepen-
dence over that time to maintain and develop their economic links with the Com-
munity within a framework of partnership.

Under the Lomé Convention exports from the ACP countries enjoy duty-free access
to the Community market and quantitative restrictions are prohibited; only in the
case of a few agricultural products are there special arrangements. Discrimination is
prohibited as regards the right of establishment and freedom to provide services.
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Another notable aspect is the system set up to stabilize export earnings (known as
Stabex). This is designed to offset the negative effects of major fluctuations in world
prices for certain raw materials on which the ACP countries’ export earnings largely
depend (e.g. tea, coffee, cotton, groundnuts, bananas, timber and leather). To
finance the scheme the Community has set aside 925 million ECU under the third
Lomé Convention (Lomé III). If an ACP country’s export earnings for a given pro-
duct in any year fall 6% or more below the average level over the previous four years
(1.5% in the case of the poorest countries), it can request a transfer from this fund.
Since Lomé II there has also been a system to support mining products — known as
Sysmin — for which the Community has earmarked 415 million ECU under Lomé
I1I. The scheme allows ACP countries to claim (repayable) assistance in the event of
reductions in production capacity owing to falling world prices or some other fac-
tor. The Community has also agreed under Lomé III to make 7 160 million ECU
available in the form of subsidies, special loans, risk capital and low-interest loans
for development projects, particularly in agriculture, infrastructures, energy, indus-
try and fisheries.

The people of Lomé learn about the signing of the first Lomé Convention inaugurating close cooperation

and aid between the European Community and 46 countries in Africa, in the Caribbean and in the Paci-

fic, in Lomé, Togo, on 27 February 1979. By 1985, the number of ACP signatories to the convention’s
successor, the third Lomé Convention, had grown to 66.
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Lastly there is the Community food aid programme, which amounts to some 500
million ECU a year. This form of development aid is steadily gaining in importance,
especially as an element of food/nutritional strategies and ‘food-for-work’ schemes.
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VI. The Community and progress towards political
union

Following the premature demise in the early 19504 of the scheme to establish a
European Political Community and the failure in 1954 of the proposed European
Defence Community, no further initiative on political union was launched until
1961. At the Bonn Summit that year the leaders of the Six instructed a Committee
chaired by Christian Fouchet, the French Ambassadgr to Denmark, to submit pro-
posals for a political charter for ‘the union of their pegples’. In an effort to find a for-
mula that would be acceptable to all, the Committee presented two successive drafts
— known as the Fouchet Plans. But in the course of npgotiations a stream of amend-
ments and alternatives were put forward, reflecting the divergent views of the Mem-
ber States on the nature of such a union and the form(it should take. The differences
between them proved quite intractable and eventually on 17 April 1962, at a meet-
ing of the Foreign Ministers in Paris, it was decided to suspend the negotiations.
This meant that for some years afterwards hardly apy genuine progress was made
towards the political goal of ‘laying the foundations for an ever closer union among
the peoples of Europe’.

Not until the early 1970s was the impetus renewed. Taking up the call for progress
on economic and political union made at the Hague Summit in December 1969, the
political leaders of the Community at the Paris Summits of 1972 and 1974 pro-
claimed as their goal the attainment of European Ugion by the end of the decade.
Leo Tindemans, the Belgian Prime Minister, was ifvited by his fellow Heads of
Government to submit a comprehensive plan for Eyropean Union on the basis of
reports presented by the Commission, the European Rarliament, the Court of Justice
and the Economic and Social Committee. The Tindej\ans Report envisaged comple-
tion of the Union by 1980 by means of:

(i) the establishment of economic and monetary union;

(ii) reform of the Community institutions;

(iii) the implementation of a common foreign policy;

(iv) the implementation of common regional and sodial policies.

last analysis failure was due to the irreconcilable fundamental differences between
the Member States on the constitutional structure
were needed.

This proved too ambitious a goal to be achieved by|the proposed deadline. In the
d institutional reforms that
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Nevertheless, the 1970s brought tangible progress on integration and a number of
new Community policy instruments were introduced, widening the scope for the
coordination of national policies.

In 1970 European Political Cooperation (EPC) was set up as an instrument for
voluntary foreign policy coordination, which has since been steadily extended and
improved. Cooperation between the Foreign Ministers and their departments under
EPC takes the form of regular, fairly frequent meetings and consultations, with
additional contacts as and when the need arises. The aim is to improve mutual
understanding between the Member States on all major foreign policy issues and to
align and coordinate their positions with a view to common action wherever possi-
ble, so strengthening solidarity among them. European Political Cooperation op-
erates outside the Community institutional framework, since the Community’s
powers are limited under the Treaties to economic matters and foreign trade policy.
Like the Community, however, EPC is ultimately intended to foster European unity;
indeed, EPC and the Community are the pillars on which that unity must rest. The
most notable successes achieved to date are the coordinated approach adopted by
the Member States at the Helsinki Conference on Security and Cooperation in
Europe and its follow-up in Madrid, and their common stand on issues raised in the
United Nations.

The early 1980s saw the start of a continuing reform debate under mottos such as
‘second-generation Europe’, ‘relance européenne’, or ‘European Union’. The most
notable of the many initiatives and reform proposals put forward is the draft Treaty
establishing the European Union. The brainchild of Altiero Spinelli, it was adopted
by a large majority in the European Parliament on 14 February 1984 and then sub-
mitted to the national parliaments for discussion and ratification. It is an initiative
which marks a qualitative leap by Parliament on the road towards European Union.

The proposed Treaty provides for the transfer to the Union of new powers which
reach right to the heart of the national domain, covering such areas as economic and
monetary policy, social policy including welfare and health, and — in foreign policy
— security, peace and disarmament. Union legislation would be enacted under a
bicameral arrangement very similar to a federal system, the aim being to achieve a
balance between the European Parliament and the Council of the Union (comprising
representatives of the member governments). This would give the European Parlia-
ment joint legislative and decision-making powers commensurate with its position
as the legitimate democratic representative of the people.

The draft Treaty marks the high point so far in the reform discussion surrounding
the future course of European integration. It also presents a major challenge to the
Member States, a public test of the seriousness of their commitment to real progress
towards integration, forcing them to show their true colours.
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The European Parliament mests in Strasbourg, France, 17-20 July 1979, after being directly elected for
the first time by the peaple of the European Community on 14-17 June 1979,

It is a challenge which they have taken up. At the Stuttgart European Council of
June 1983, the Heads of State or Government were able to agree only on ‘broad
action to ensure the relaunch of the Community’. At the Fontainebleau and Milan
Summits in June 1984 and 1985 they took up Parliament’s initiative and, following
their previous declarations of intent, decided on concrete action on two parallel
fronts in order to lend a new dimension to European integration.

The first area of action was institutional reform. An ad hoc Committee on Institutio-
nal Affaires (the Dooge Committee) was set up under the chairmanship of the Irish
Senator, James Dooge. Rather like the Spaak Committee, which had prepared the
basic texts for the negotiations on the establishment of the EEC and Euratom, it was
composed of personal representatives of the Heads of State or Government. The
Committee’s mandate was to make suggestions to improve European cooperation in
both the Community field and European Political Cooperation and to consider pos-
sible areas for progress towards European Union.

The second line of approach was to work towards a ‘People’s Europe’ which will pay
greater heed to the concerns and interests of the ordinary citizen. Again the task of
drawing up concrete proposals was entrusted to an ad hoc committee, which started
work on 7 November 1984 under the chairmanship of Pietro Adonnino. Its conclu-
sions will be dealt with in the final section of this booklet.
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An Comhphobul Forpach

European Conimunity

FIRE

The European Passport, which came into effect on 1 January 1985. It is gradually being introduced in the
member countries of the European Community when existing passports are replaced.
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The Dooge Committee offered the most likely prospect of immediate progress on
political integration. The Committee’s final report, which served as a basis for dis-
cussion by the Heads of State or Government at their meeting in Milan in June 1985,
pointed the way towards European Union through the creation of an economic area
without internal frontiers, the strengthening of European Political Cooperation by
including security and defence, and the improvement of decision-making by extend-
ing the rights of Parliament. After a rather strained discussion of these and a number
of other proposals submitted by various Member States and the Commission, the
Milan European Council decided to convene an Intergovernmental Conference to
negotiate a treaty on foreign and security policy and to work out amendments to the
EEC Treaty before the next Europoan Council meeting in Luxembourg on 2
December 1985.

The Conference, conducted in an atmosphere of feverish activity and often rather
heated discussion, focused principally on extending the common market, incorpo-
rating monetary cooperation into the EEC Treaty and strengthening the powers of
Parliament. The negotiations demonstrate very clearly how difficult it still is to
reconcile national interests with the demands of European integration.

All the Member States agreed in principle on the Commission’s proposal for comple-
tion of the European internal market by 1992 — but only if what they regarded as
their essential interests were safeguarded. In concrete terms this meant that none of
them was prepared to sacrifice sovercignty in the key area of taxation by agreeing to
majority voting in the Council on measures to harmonize tax systems (measures
which are vital for the establishment of the internal market); any changes to tax
systems were to be decided, as in the past, by unanimous vote. On the question of
approximating national legislation to liberalize trade, Britain and Ireland entered
reservations about majority voting on the harmonization of animal and plant health
regulations, claiming that their existing health controls were needed to keep infec-
tions such as rabies and foot-and-mouth disease out of the islands. Denmark and
Germany saw harmonization by majority voting as a threat to their strict rules on
environmental protection, safety at work and food hygiene and quality, since it
would inevitably lead to a drop in standards.

The incorporation of the EMS into the EEC Treaty — vigorously advocated by
Jacques Delors, the current President of the Commission — was supported only by
the French, Belgian and Italian delegations. Germany, Britain and the Netherlands
were unhappy about the idea of allowing the Community institutions any say in the
further development of economic and monetary cooperation. The German Govern-
ment in particular was concerned that such a move might affect the stability of the
Mark and restrict the independence of the Bundesbank.

Nearly all the governments agreed that Parliament’s role in the Community should
be enhanced. But again none of them — except Italy — ever envisaged granting it
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real decision-making powers. The Danish Parliament, the Folketing, had even for-
bidden the Government to agree to any such amendments to the Treaties. The Bri-
tish Government intimated that it could not agree to anything that would grant the
European Parliament powers which the national parliament did not enjoy.

This brief look behind the scenes clearly shows that none of the Member States is yet
willing or able to take the bold step of sacrificing a substantial portion of its national
sovereignty and setting out on the road to European Union so clearly marked out in
Parliament’s draft Treaty. It was hardly to be expected, then, that the Luxembourg
European Council of 2 December 1985 would mark the birth of the European
Union.

Nevertheless, the decisions taken at Luxembourg provide a sound platform for clo-
ser cooperation in the important areas of the internal market, the environment,
research and technology and foreign policy. The most significant feature is that the
concrete steps envisaged were not set out in a final communiqué, as is normally the
case after a summit, but were incorporated in the legal framework of a ‘Single
European Act’.

The Preamble to the Single Act reiterates the broad objective — creation of a
European Union — which the Community and European Political Cooperation are
meant to help achieve. The Act then lays down the detailed legal framework needed
for practical progress in the areas agreed, with provisions covering the Community
institutions, the internal market, economic and monetary cooperation, social policy,
research and technological development, and the environment (these have been dealt
with in the relevant chapters). The provisions of the Act take the form of amend-
ments and additions to the existing Treaties. The third part of the Act deals with
European foreign policy cooperation, setting out a legal framework for European
Political Cooperation.

Once signed and ratified by the parliaments of the Member States the Single Act will
become part of the legal bedrock on which the Community rests and on which
European Union is to be built. The task will then be to make full use of the new
opportunities which it opens up in order to further the cause of integration for the
common good of everyone in the Community.

Jacques Delors called it a ‘compromise for progress’, giving us a sober reminder that
Rome was not built in a day. It will take patience and the personal commitment of
every individual to overcome the centuries of national divergence and bring about
ever closer union among the countries and peoples of Europe.
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Epilogue
The Community and its citizens

Whether the process of European integration and the progress already achieved can
be effectively continued to full fruition depends on their being accepted by the people
of Europe and sustained by a sense of European identity. The sheer complexity of
decisions at Community level and the intricacies of the Community’s workings make
it hard for people to grasp the full implications and tend to hamper the emergence of
the necessary sense of solidarity and common interests. European integration must
remain credible. That this is something to which people are very sensitive was clear-
ly reflected in the disappointing turnout for the June 1984 elections to the European
Parliament. It showed that people are not prepared to accept the inconsistency bet-
ween sweeping declarations and statements of intent and the failure to give sub-
stance to them in many areas of daily life. As noted earlier this is especially true as
regards agricultural surpluses and frontier checks on persons, goods and currency.

To counteract this discontent a series of measures are to be taken that will have a
tangible effect on people’s daily lives. In 1985 the ad hoc Committee on a People’s
Europe presented two reports proposing a package of measures subsequently endor-
sed by the European Council, some of which the Commission has already submitted
to the Council of Ministers for a decision. The proposals cover a broad spectrum
including the abolition of systematic checks at internal Community frontiers, wider
opportunities for Community citizens to work and live in other Member States, clo-
ser cooperation in the fields of culture, youth policy, education, sport and health,
and the introduction of symbols to strengthen the Community’s image and identity.

One of the most urgent tasks is to bring about genuine simplifications in the checks
on Community citizens at internal borders, where the continued existence of physi-
cal barriers, ‘customs’ signs and often lengthy waiting times are both symbolic and
very visible evidence of the practical shortcomings of European integration. Besides
the introduction of a European passport, which has already been decided, this pri-
marily involves raising the allowances for items for personal use and avoiding dou-
ble taxation, reducing the formalities for domestic removals and postal consign-
ments, and simplifying currency controls.

Providing wider employment opportunities requires, among other things, a decision
on the long-standing unresolved issue of recognition of higher education diplomas.
Training levels are of a high standard in all the Community countries and it should
therefore be possible to obtain qualifications in any Member State — indeed, it
would be absurd to argue that the skills and knowledge acquired were lost when a
person crossed the border. There should also be a decision of principle on a general
right of residence in any Member State for all citizens of the Community.

67



What the public thinks of membership of the European
Community

Twice a year since 1973 the European Commission has commissioned opinion surveys throughout the nine, and
since 1981 the 10 Member States of the European Community, to see how citizens of those countries feel about the
Community and about various topical issues.

One question that has been repeated in every opinion survey is*Generally speaking. do you think that your coun-
try's membership of the common market is a good thing. a bad thing of neither good nor bad?’

The result of these opinion surveys is published by the European Commission in a twice yearly report, "Euro-baro-
meter’. The graph below is based on answers to the above question in 23 Euro-barometers. published between the
end of 1973 and June 1985. It shows the way public opinion has evolved and changed on the key issue of member-
ship of the European Community in each of the Member States and in the Community as a whole.

Replies could be one of three alternatives: that the country’s membership of the European Community was a ‘good
thing', that it was a ‘bad thing' or that it was neither good not bad. For the graph below the replies have been simpli-
fied into a single figure per year, ranging from 0 to 100: the higher the figure, the greater the enthusiasm for mem-
bership of the European Community.

Membership ???T????W?TTT
of the
Common Market'

‘no reply’

‘a bad thing’

‘neither good nor bad'

‘a good thing’

' The average of opinions in the nine Member States of the European Community (1973-80) and tollowing the acces-
sion of Greece in 1981 in the 10 Member States.
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In the field of cultural cooperation, consideration is being given to the establishment
of a Community-wide ‘audio-visual area’. Not only are Community citizens to have
maximum access to other Member States’ national broadcasts but they will also be
able in the future to tune in to a truly European multilingual channel. Every year a
European ‘city of culture’ is to be designated and 1988 is to be declared ‘European
cinema and television year’.

A crucial aspect is the strengthening of European youth work and education, with
the major task of fostering understanding between the peoples of the Community.
Besides improving language teaching, this involves giving attention to the European
dimension in the classroom and promoting both general and vocational youth
exchanges.

Progress on the health and social security front is to be secured by facilitating access
to medical attention for travellers anywhere within the Community. Commission
proposals in this area have already been put before the Council, including one for
the issue of health cards and another aimed at ensuring continuity of treatment for
dialysis patients. Living conditions for the handicapped and the socially deprived are
to be substantially improved and medical research and technology, especially in the
field of cancer, is to be intensified. Attention is also to be given to combating drug
abuse, the aim being to cooperate with existing bodies on the prevention and treat-
ment of addiction and the social reintegration of addicts.

Finally, symbolic action to strengthen the Community’s image and identity includes
the introduction of a Community flag, emblem and anthem. Let us hope that these
measures are implemented as soon as possible, so bringing a People’s Europe a
major step closer, transforming the European Community into a tangible reality in
the daily lives of its citizens, and making people aware of the value of working for a
united Europe.
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