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Preface

In writing this book, I drew extensively on the European integra-
tion course that I teach at the University of Lausanne, as part of
a partnership with the Jean Monnet Foundation for Europe. It is
thus backed by over ten years of teaching on the subject. I have
endeavoured to produce as straightforward a text as possible. My
aim is to present complex and at times highly technical issues in
a way the reader can understand. My credo: simplify without
distorting.

I offer special thanks to Francoise Nicod, who used to oversee
the archives at the Jean Monnet Foundation for Europe, and Eva
Paul, project manager at the Foundation, both of whom helped
me enormously in preparing the final text. I am also deeply
indebted to two recently deceased and highly beloved professors
at the Graduate Institute of International and Development Stud-
ies. First, Pierre du Bois, who was my thesis supervisor and much
more: a guide and friend who taught me so much about European
integration. Second, Bruno Arcidiacono, who chaired my thesis
panel and came to Lausanne on several occasions to speak with
my students, and in so doing greatly expanded our understanding
of European diplomatic history before 1945.

Lausanne, May 2021

-—
—
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1. International systems

Five types of international systems

Professor Bruno Arcidiacono, who taught at the Graduate Insti-
tute in Geneva and sadly passed away in 2019, set out five types
of international systems: the hegemonic system, the balance-of-
power system, the directorial system, the international-law-based
system (or confederation), and the federation!. Let us consider
each of these systems in turn.

1/ Hegemonic system. In a hegemonic system, most of the strength
and power in the international system are held by a single super-
power able to impose its law on others. The hegemonic system
suits the hegemon — the dominant power in the international sys-
tem — quite nicely but is obviously loathsome for the powers that
are under its yoke.

A number of hegemonic empires existed in antiquity. Some, like
that of Alexander the Great and the Roman Empire, covered a vast
territory. At its peak, the Roman Empire encompassed close to
100 million people, which is roughly half of the Earth’s estimated
population at the time. But the rest of the world was not part of
a system, so there was no real international system so to speak.
There were also great powers that, for their neighbours at least,
could be considered hegemons. In a hegemonic system, the other
powers, nations and groups typically bristle at being subjugated.
And so it is only natural for countries that fear the rise of a hege-
mon to come together and join forces. That is why, throughout
history, would-be hegemons have often been thwarted by coali-
tions of other powers.

T Bruno Arcidiacono. Cing types de paix: une histoire des plans de pacification perpé-

tuelle (XVile — XXe siecles). Paris : Presses Universitaires de France, 2011.
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2/ Balance-of-power system. In this type of international system,
power is shared among several countries. As we will see, a system
of this type formed in the years preceding the First World War. A
bipolar system is a balance-of-power system that is dominated by
two powers; the Cold War offers up a good example of this, with
the strategic and systemic rivalry between the United States and
the Soviet Union.

In a multipolar system, more than two powers hold sway. Poten-
tial hegemons commonly seek to turn the balance-of-power sys-
tem into a hegemonic one, while the other powers team up to
prevent that from happening, effectively maintaining the balance
of power.

3/ Directorial system. This type of system exists when the great
powers of a given period agree to jointly run the international sys-
tem. It is the idea behind the creation of the United Nations (UN)
in 1945, where the five permanent members each hold veto power.
The aim is to ensure the great powers are able to work together
and keep peace around the world.

In the balance-of-power system, the great powers are in compe-
tition yet they counterbalance each other. In the directorial sys-
tem, these powers work together to run the world. These first three
international systems have one point in common: they require
force for the system to function.

4/ The international-law-based system (or confederation). In this
system, the law takes the place of force as the operating principle,
and this implies the existence of an international social contract.
The underlying premise is that application of the rules of inter-
national law is guaranteed by a set of principles, rules and insti-
tutions. The international-law-based system is also considered
confederal, reflecting the same distinction as that between a con-
federation and a federation. States agree to create shared norms,
to work together and to define principles and rules as necessary.
But it remains an intergovernmental system: each State maintains
veto power and, of course, the right to withdraw from the system.

National sovereignty is not delegated; it remains the purview of
each State, which cannot be subject to constraints. A good exam-
ple of a confederation is the League of Nations, which emerged in
the wake of the First World War.

The League of Nations’ failure to achieve its stated objectives was
made clear by the outbreak of the Second World War. The strength
of this system is also its weakness: sovereignty remains entirely in
the States” hands, and each State has veto power.

5/ Federation. This system represents a form of political union
among the constituent States. It entails the emergence of a new
international authority that prevails over the member States. Each
member State delegates sovereignty in certain domains. This type
of system was already conceived by various Middles Ages schol-
ars and philosophers, but it has never been put in place interna-
tionally because it requires the great powers to do something that
they rejected: sharing or renouncing aspects of national sover-
eignty. Today’s European Union is a combination of systems 4 and
5 — confederation and federation. The European Communities,
which were created in the 1950s and evolved into today’s European
Union, were designed after the Second World War by people who
wanted to prevent the horrors of the two world wars from recur-
ring on the European continent. The idea was to eliminate the
use of force among European States once and for all. And moving
past force meant moving past hegemonic, balance-of-power and
directorial systems.

The confederal model, which is the intergovernmental method
ultimately used to achieve European integration, allows for rules
and institutions to be created in some areas. It enables States to
cooperate, but each State maintains full sovereignty and keeps
their veto power. That makes it almost impossible to build a real
political union. To do so, some aspects of sovereignty would have
to be delegated, some institutions would have to be created, and a
supranational form of law would have to be enacted — all of which
would add up to a federation.

European Integration: A Continent in Revolution ‘ 3
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In view of the many differences in the world as it is, was and will
remain, the idea of a global federation is utopian. Yet humankind
is now facing a number of urgent global governance challenges.
Fast and effective action around the world is required to address
extremely pressing issues such as climate change and the sharp
decrease in biodiversity; and a global effort is needed to ensure
everyone can live as decently as possible and to deal with migra-
tion-related issues. One could argue that these major planetary
issues require a federal type of global governance. In reality, at this
point in time, it would be impossible to create a political union
at the global level. Whether or not this is a necessity is open to
debate, but the very wide variety of political systems — and their
underlying motivations — make it simply impossible.

In Europe, a federal system has been conceived and developed
regionally. It could work between States that are similar in terms
of their economy, geography and culture, for example, as is com-
mon on the European continent. But setting up a federation is not
easy, because States exist and want to remain intact. As a result,
where federal-style developments are possible, we often see a
mixed system that exhibits both federal and confederal features.

Periodisation

Since the modern era began five centuries ago, balance-of-power
systems have tended to predominate. Force is part and parcel of
international order. Blocs of countries find themselves on oppos-
ing sides, with coalitions changing, evolving and adapting.

The other types of systems have occurred as well. The hegemonic
system has failed to take hold so far because other countries
have prevented that from happening. Features of the directorial
and confederal systems can be and have been present to varying
degrees. The creation of the European Communities and then the
European Union shows how federal systems have made their mark
within the European sub-system, although not across the interna-
tional level.

Let us have a look at the year 1815. This was a very important year
for Europe, which was still at the centre of the international order.
A peace settlement was negotiated and signed at the Congress of
Vienna. This peace settlement was reached after nearly a genera-
tion of non-stop conflict. The political convulsions that wracked
France — Revolution, Republic and Empire — had upended the age-
old international order. New values and ideas came to the fore,
bringing with them new visions of people’s rights and the inter-
national order. This led to a nearly uninterrupted stream of chaos
and conflict from 1792 to 1815.

Europe was exhausted when it emerged from this long period of
war. The powers attending the Congress of Vienna were intent on
restoring peace to the European continent. The French Revolution
had changed everything. Conservative forces would have been
happy to wave a magic wand and turn back the clock, but that
was impossible because the new French ideals of liberty, democ-
racy and republican values had conquered much of the continent.
This set the stage for the social and economic — but also political
and values-based — struggles that took place in the 19th century
and ultimately helped shape the international order. However, the
19th century was also a relatively peaceful period compared with
previous centuries and, especially, to the following century. The
conflicts that took place were local and, with some exceptions, did
not challenge relations between the great powers.

The great powers enjoyed two long stretches of peace in the 19th
century, each lasting around 40 years. The first ran from 1815 to
1854, and the second from 1871 to 1914. Such extended periods of
peace were unusual in the international order and had not been
seen since the start of the 16th century. From 1854 to 1871, how-
ever, five consecutive wars took place, some manifesting rivalries
among the powers, while others were internal wars that led to the
unification of Italy and Germany. At the end of that tumultuous
17-year period, a new international order was in place.

Following the relative calm of the 19th century, the first half of the
20th century was horrendous, with two world wars taking place
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between 1914 and 1945. The 20 years of apparent peace that sep-
arated these wars were marked by various conflicts, and poorly
designed peace settlements planted the seeds of a future war.
These seeds, combined with significant political, economic and
social disruption in the 1930s, led to the Second World War. The
two world wars were global and affected all of society: combatants
and civilians combined, some ten million people died in the First
World War, while 60 million perished in the Second World War.

Looking through the prism of international systems, one could
say that the Habsburgs’ attempts at hegemony in Austria, the Holy
Roman Empire and Spain, had been rebuffed ; France’s hegemonic
ambitions under King Louis XIV and the Emperor Napoleon, had
been thwarted; and, in the Second World War, Germany’s hege-
monic ambitions peaked and, fortunately, failed.

In 1945, the whole world — and nowhere more than Europe — was
exhausted by these devastating wars. The Second World War wore
Europe out, triggered the gradual dissolution of Europe’s colonial
empires and led to the global domination of the international
order by two powers that Europe had helped give rise to: the
United States and the Soviet Union. The international order then
assumed a bipolar configuration between the US and its allies on
one side and the Soviet Union and its allies on the other. The Cold
War was an extremely tumultuous period.

The Cold War did not lead to an actual war between the great
powers. This was fortunate, as they had both become atomic pow-
ers with massive destructive capabilities, enough to destroy the
entire planet several times over. The threat of nuclear annihilation
and the destruction of humankind loomed over this period.

Western Europe was protected by the US security umbrella during
this time. It depended on the US, but this was a willing depen-
dence, as the Europeans had asked the US to remain in Europe.
The US exercised soft power, offering an attractive political, eco-
nomic and cultural model. Its presence in Western Europe was

in its own interest as well, buttressing its global struggle with the
Soviet Union and opening up markets. The people and govern-
ments of Western Europe largely welcomed this relationship.

The story was different for Central and Eastern Europe, which at
the time was referred to simply as Eastern Europe. The Soviets
harshly imposed their communist model on that region — like an
economic, social and political straitjacket — and carried out bru-
tal purges. Europe found itself divided, having lost mastery of its
destiny.

Most people in Western Europe were in favour of the US pres-
ence, which brought with it a stable security situation and a good
framework for furthering the cause of European integration.
That was a process they themselves wanted, and one that was sup-
ported to the extent possible by the US. Historically, this support
bore the hallmarks of a benevolent relationship, although the
situation would ultimately become more difficult and tense. In
terms of the nomenclature of international systems, one could say
that, thanks to US support, Western Europe became a sub-com-
ponent of the bipolar system defined by the balance of power
between the US and the USSR. And it was within this interna-
tional system that the process of European integration led to the
emergence of a regional system that drew on both confederal and
federal elements.

The end of the Cold War came about between 1989 and 1991.
The 15 federal republics of the Soviet Union became independent
States, and the most powerful among them — the Russian Feder-
ation — inherited the USSR’s nuclear weapons and its permanent
seat on the UN Security Council. However, in the 1990s, Russia
was no rival for the US. At the time, some thought that the US
would enjoy a unipolar period, but that did not last for long as the
US became mired in the Iraq War in 2003. A unipolar period may
have existed from 1991 to 2003.

With historical hindsight, we can see that the world is now return-
ing to a balance-of-power system. Following the emergence of new
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powers and new States, we find ourselves in a multipolar configu-
ration anchored by the US, China, Russia and India. At the same
time, other powers are taking their place at the regional level,
including Brazil, South Africa and Nigeria. In the Middle East,
achieving balance is extremely complicated, given the struggle for
regional domination between Saudi Arabia and Iran. The world is
nowhere near at peace. The big question is whether the interna-
tional system will remain multipolar or if we will move towards a
newly bipolar order between the US and China. It is apparent that
there is still no real place for confederal or federal systems at the
global level for the time being.

How does the European Union fit into all this? Could it evolve
into a major player in the new international system? This is
an extremely important question for Europeans and for the
international order to come, because Europe has liberal demo-
cratic values and a social market economy that are uncommon
in other parts of the world. But individual European countries
tend to want to maintain their respective foreign policy, which
leads to fragmentation on the international stage. So the real
question is: will Europe emerge someday as a solid interna-
tional player?

2. The Vienna peace settlement (1815)

Ending three centuries of warfare

Europe experienced three centuries of nearly constant warfare. It
began with the conflicts among great powers fuelled by the hege-
monic ambitions of Charles V, who became King of Spain in 1516
and Holy Roman Emperor in 1519. Over time, France emerged
as the great power on the continent and Russia gained in stature,
beginning with the reign of Peter the Great. In Central Europe,

Prussia was coming into its own. The Habsburg Empire in Austria
was in the heart of Europe, but the exercise of global power was
now shifting from the continent to the seas. The powers that devel-
oped their naval forces formed great colonial empires and used the
resulting wealth to expand their international trade. Spain and
Portugal were the first global powers to colonise the world. They
were rivalled later by the Dutch Republic — the future Nether-
lands — and, crucially, by England. The Vienna peace settlement,
in 1815, took place after nearly three centuries of successive wars,
in which the various powers aimed to cement their own hegemony
or counter that of others.

The Congress of Vienna was convened to put an end to all of these
wars. Aware of the fact that force and power derived from vari-
ous factors — such as geographical size, population size, natural
resources, access to the seas and diplomatic prowess — leaders at
the time agreed to redraw the political map of Europe in search of
a better balance of power.

Five major powers

Five major powers emerged from the Congress of Vienna in 1815:
Russia, the United Kingdom, France, Austria and Prussia. Russia
was the dominant military power on the continent. The United
Kingdom was the dominant sea power, between its merchant
navy and its naval force; it was also the country with the largest
colonial empire at the time. France, which had been such a trou-
blemaker, saw its power curtailed so that it would no longer be a
threat; yet it remained a major power, as the other countries had
no intention of destroying or humiliating it. The Austrian Empire
and Prussia held sway over Central Europe. Prussia had gained
prominence through its historical rivalry with Austria and the
Habsburgs; it may have been the weakest of the five great powers
at that point, but it was on the rise and, as we will see, crucial to
German unification.
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A balanced distribution of power

The five great powers were nearly equal in strength ; none of them
was in a position to conquer any of the others. The Vienna peace
settlement sought to make wars of hegemony a thing of the past in
Europe. And it worked: apart from the 17-year period mentioned
above, the major European powers enjoyed nearly a century of
peace.

3. The European system from 1815 to 1914

The Concert of Europe and lasting peace
among the great powers (1815-1854)

Europe enjoyed its first stretch of uninterrupted peace in the 19th
century, between 1815 and 1854. This period corresponded to the
Concert of Europe, where the great powers agreed to maintain a
balance of power. Peace was maintained despite the revolutions of
1830 and 1848.

International anarchy (1854-1871)

From 1854 to 1871, five wars involving the great powers marked
a period of international anarchy. First came the Crimean War,
which pitted France and the United Kingdom against Russia. Next
came the war that resulted in Italian unification, where France
squared off against Austria in defence of the Italian cause; Italy
was almost completely unified by 1861, finally bringing Rome
to heel in 1870. The Prussians and Austrians then took up arms
against the Danish. Subsequently, in 1866, Prussia humiliated
Austria in a war that gave rise to the Austro-Hungarian Empire
in 1867 and cemented Prussia’s position as a growing continen-
tal power. In this series of wars, Prussia and the other German
states collided head on with France. The Franco-Prussian war, in

1870 and 1871, ended in a humiliating peace for France under the
Treaty of Frankfurt and served as a catalyst for German unifica-
tion under the Prussian banner; the King of Prussia was crowned
German emperor in 1871. Adding insult to injury, the German
Empire was proclaimed in the Hall of Mirrors in the Palace of
Versailles — a site closely associated with King Louis XIV’s expan-
sionist ambitions.

France resented the Treaty of Frankfurt and could not swallow
its defeat or the new international order. A wave of nationalism
swept Europe, in a break from the prevailing sentiment of 1815.
France was not spared, and the French people took due note of the
loss of Alsace and Lorraine, which were annexed by the German
Empire. In 1871, France was a diminished power that, in response
to unfavourable developments, took a decidedly revisionist turn.

The Bismarckian system (1871-1890)

Prussian Chancellor Otto von Bismarck, who took over as presi-
dent of the Prussian government in 1862, became chancellor of a
unified Germany in 1871. He held onto power for nearly 30 years,
until 1890. The new chancellor was a German nationalist and
pursued conservative policies from 1871, although he nevertheless
adopted a number of social policies domestically. He was intent on
maintaining both the international order and the European order
that France rejected, and he sought to create a broad conservative
alliance in order to isolate France and prevent it from forming new
coalitions. Bismarck was thus very active on the diplomatic front,
entering into a series of agreements that brought together all of
the major powers except France: Germany, Austria, Russia, the
United Kingdom and recently unified Italy. This meant that five
of Europe’s six major powers in the 1870s and 1880s were linked
by alliances, with Germany as the linchpin.

Thisalliance system was completed in 1887 but lasted for only three
years. The new emperor, Wilhelm II, was clearly more autocratic
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than liberal. He clashed with the chancellor and dismissed him
in 1890, sweeping away Bismarck’s diplomatic achievements and
upending the alliance system.

A shift towards polarisation (1890-1914)

Between 1890 and 1907, two diplomatic blocs came to the fore in
Europe. The emerging polarisation was, consequently, diplomatic
rather than military.

On one side stood the Triple Entente, which brought together
France, Russia and the United Kingdom. In the 1890s, France had
managed to make Russiaits ally after pryingitaway from Germany.
Then in 1904 came the Entente Cordiale between France and the
United Kingdom, followed in 1907 by an alliance between Russia
and the United Kingdom that overcame significant disputes.

In the end, only Germany, Austria-Hungary and Italy were left
in Bismarck’s old alliance, forming the Triple Alliance. Under
Emperor Wilhelm II’s leadership, Germany’s foreign policy took a
new direction. Bismarck’s vision was conservative and limited to
Europe; he did not wish to create a colonial empire or to turn his
country into a maritime power. Wilhelm II, however, had no use
for this European vision, preferring to advance his own world pol-
icy, or Weltpolitik. He felt that Germany was entitled to a place of
prominence alongside the United Kingdom and France, and that
his country should set up its own colonial empire. As a result of his
global ambitions, the scope of the international system expanded
to cover the entire world.

That is when the European system became the international sys-
tem. The powers that found themselves on the wrong end of Ger-
many’s Weltpolitik joined forces and, between 1907 and 1914, the
international system hardened into two opposing political and
military blocs. What was once a multipolar international system
had become a bipolar one between the Triple Entente and the Tri-
ple Alliance.

The crisis of July 1914 was the spark that set Europe on fire. The
two blocs already had their frictions, as was apparent in the disso-
lution of the Ottoman Empire, as well as Germany’s ambitions in
North Africa. In July 1914, a disastrous series of events was set in
motion, leading to the First World War. It was on 28 June 1914 that
Archduke Franz Ferdinand, heir to the Austro-Hungarian throne,
and his wife were assassinated in Sarajevo. It might have been just
one more Balkan crisis, but it led to a world war.

Since Serbian nationalist forces were behind the Sarajevo assas-
sination, Austria responded by attacking Serbia. But since Serbia
had allied with Russia, Austria soon clashed with Russia. Ger-
many eventually joined the fray on its ally Austria’s side, while
France joined forces with its ally Russia against the Central Pow-
ers. Germany then attacked France, disregarding Belgium’s neu-
trality — which had been guaranteed by the great powers. The
British Empire, unwilling to overlook that misstep, entered the
war. These successive declarations of war, in July and August 1914,
set Europe ablaze.

The bipolar system, with the Triple Entente and the Triple Alli-
ance, was broadly unstable. Europe in 1914 was in disarray. First,
the States of the Triple Entente and of the Triple Alliance had not
clearly identified zones of influence based on their overwhelm-
ing interests. In the Balkans, for example, which had been inde-
pendent since the Ottoman Empire had begun to decline, various
great powers were competing for conflicting goals. In addition, the
Triple Alliance could not avert a gradual loss in power. Germany
was the dominant power at the heart of the European continent,
but Russia possessed extensive resources. It may still have lagged
behind politically, socially and economically, but Russia was put-
ting in place a rail system and quickly building up its manufactur-
ing sector. Germany saw that Russia was just beginning to tap into
its enormous potential and was convinced that it was only a mat-
ter of time before the two countries would come to fierce blows.

Another problem lay in the fact that the two blocs were not
deterred by the perception that they were equally powerful, or
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nearly so. Germany had the misfortune of being wedged between
France and the United Kingdom on one side and Russia on the
other. It would have faced very long odds fighting a two-front war.
The strategy it adopted — the Schlieffen Plan — involved advancing
very quickly westward, decimating France, reaching agreement
with the British, and then turning all its forces eastward towards
Russia. Germany believed it could execute a lightning war. The
general sentiment in the capitals in the summer of 1914 was that
the war would be short and that the soldiers would be home for
Christmas. If decision-makers had an inkling of what was to come,
they would almost certainly have thought twice before going to
war.

4. Economic Europe before 1914

Gold standard monetary system: fact and fiction

There is much confusion surrounding the gold standard as the
basis of the international monetary system. Let us try to quickly
separate fact from the many fictions.

The gold standard was adopted in the 1870s. In this system, a pre-
cious metal — gold — served as the foundation for the monetary
system both internationally and domestically. Gold was the basis
for trade, first between people within a country and then between
the countries that participated in the international monetary sys-
tem at the time. Under this system, individual banks could issue
their own banknotes, as central banks with the exclusive authority
to issue banknotes did not yet exist. What is notable is that people
could exchange these banknotes for gold at the bank, which meant
that these banknotes were essentially a promissory note for gold.
Sometimes gold was used as a medium of exchange; the Swiss
government, for example, minted gold coins worth 10, 20 and, to
a lesser extent, 100 francs, which people used for their personal
transactions.

This was an open monetary system. If a country had a balance of
payments surplus, that meant it had a net inflow of gold ; the oppo-
site was true for a balance of payments deficit. When gold flowed
out of a country, the money supply would shrink and cause defla-
tion — a general decline in both prices and wages. This would trig-
ger a recession, or even a depression, and drive up unemployment.

Since the monetary system was open, with gold flowing freely
between countries, European currencies traded at fixed rates: it
was the gold equivalent that counted. That kept countries from
engaging in reckless behaviour and encouraged them to limit the
outflow of gold, which led to punishing domestic adjustments.

People and governments were subject to the cold logic of the gold
standard — something that would be unthinkable in this day and
age. And it is true that, by the end of the First World War, economic
thought had already moved on. The heyday of the gold standard
system was before 1914. Still, many countries sought to return to
the gold standard in the 1920s; circumstances had changed con-
siderably, however, and this resulted in widespread economic ills.
Economic thinking was behind the times.

Expanding trade

Before the First World War, a fierce battle was waged between pro-
tectionists and free-trade advocates. This battle of economic ideas
escalated into one of national interests, setting the stage for out-
right hostilities among countries.

The 1840s was a watershed period, with the controversy over the
Corn Laws, which was a series of mercantilist measures applied
to grain growers in the United Kingdom. Prior to that time, the
United Kingdom of Great Britain and Ireland was protectionist.
It was natural enough to want to defend against foreign compe-
tition. The UK was the world’s leading manufacturer at the time,
but its domestic farming sector enjoyed no comparative advantage
and was thus a significant drag on the economy. The country’s
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leaders saw the solution in importing much of the food needed to
feed the population. Manufacturers and the working class agreed,
as they sought to make the most of the UK’s comparative advan-
tage in the industrial sector and specialise in its most competitive
aspect. But the introduction of free trade was clearly a threat for
the farming lobby and landowners, who would see a sharp drop in
land rents and the number of farming tenants.

This domestic discord led to serious clashes. Free-trade advocates
ultimately carried the day and, with the repeal of the Corn Laws in
1846, the UK found itself at the forefront of a new trend. Through
a series of bilateral agreements, European countries gradually
opened their markets through the mid-1860s.

In the 1870s, however, Europe experienced another surge of
broadly protectionist sentiment as it entered into a period of eco-
nomic downturn that lasted until the turn of the century. While
protectionist groups gained influence, borders were not completely
closed off. What’s more, at a time when free-trade policies were
coming under pressure, the international gold standard became
dominant. One could say that Europe was already developing a
common market.

That success led some to sugar-coat that period, considering it a
golden age for the European economy. There were indeed a num-
ber of positive aspects, such as stable currencies and international
monetary equilibrium. But the domestic consequences of this
system could be significant and brutal, with extremely serious
recessions.

In pre-1914 Europe, people could travel between countries quite
freely, although border controls stiffened as soon as the war broke
out. Thanks to the gold standard, both goods and capital could
also circulate quite freely. At that time, services were not a signifi-
cant component of the economy. And unlike the present day, there
was no multilateral and supranational institutional framework
to speak of. The economic system, based on a group of bilateral

agreements, was in fact fragile. It was no match for rising nation-
alism, an increasingly rigid international system and the fallout
from the world wars.

5. The First World War (1914-1918)

European war, global war

At the time, Europe was at the centre of the world and its conflicts
turned into a global war. It started with the outbreak of hostili-
ties in 1914 between the Triple Entente and the Triple Alliance.
The latter quickly evolved into an alliance between just Germany
and the Austro-Hungarian Empire, after Italy refused to respect
its treaty obligations in 1914. Lured by the benefits proffered by
the Triple Entente, Italy eventually entered the war on that side
in 1915.

By the time the war broke out, nationalism had been on the rise
for several decades. Nationalism refers to the cult of the nation
and hatred towards others. The term Social Darwinism could also
be applied to this era, when many people applied Darwin’s the-
ories on the struggle between species to the international order
of nations. Some thinkers fitted the struggle for power between
States within such a framework. In these wars, the survival of
individual nations was at stake. The First World War was viewed
in this light: countries saw a need to mobilise and win the war
very quickly, and each side was certain of a speedy victory. There
was also a dearth of leadership at this point.

New weapons, such as tanks, military planes and chemical weap-
ons, appeared in the First World War. And the war had a heavy
toll: around ten million dead — over half of whom were civilians —
along with those left with physical or psychological wounds. One
could say that the First World War changed the collective uncon-
scious. When the fighting broke out, people expected a short war,
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but that is not what happened. The two sides got bogged down
in the conflict, and their soldiers spent several years in horrific
conditions. Perhaps the most telling, and absurd, example was the
Battle of Verdun in 1916: it lasted for ten months, yet neither the
French nor the Germans were able to break through. This had a
profound impact on the collective unconscious.

The First World War swept away any form of balance existing at
the political, economic, social and cultural levels, as well as any
balance that had been achieved in terms of international values.
With the further destruction wrought by the Second World War,
the first part of the 20th century wiped the slate clean. In the sec-
ond half of the century, the architects of a unified Europe were
guided by what had been destroyed in the first half of the century.
Their aim was to restore peace and prosperity in Europe and guar-
antee peoples’ freedom. European integration was a direct con-
sequence of the unravelling that took place in the first half of the
20th century.

The First World War also gave States a significantly larger role and
weight in the economic system, and these were further bolstered
during the Second World War. These wars gave impetus to the
emergence of national economies. The wars were a money pit, and
States paid for them by borrowing, raising taxes, inflating their
currency and monetising their debt: States effectively printed
money until their currencies were worthless and they still levied
taxes. Debt monetisation caused their money supply to swell, and
this led to inflation or, in some cases, hyperinflation.

By extracting so much money from their people, States caused a
sort of collective bankruptcy and completely undermined their
currencies. Not only did this weigh on people’s ability to engage
in commerce, but it also prevented them from building up any
savings that they could pass along to the next generation. The dis-
ruptions caused by hyperinflation pulled the rug out from under
the middle class, triggering social imbalances and discord. This
vicious circle stretched from the First World War to the Second
World War, at the end of which Europeans sought a way out.

Problems at the end of the First World War

Wars always lead to chaos and upheaval. Nowhere was this truer
than in Russia. Until early 1917, Russia had been an autocratic
empire led by a tsar. The country began to industrialise rapidly
at the end of the 19th century. Yet its economy lagged behind, as
it continued to depend largely on natural resources and suffered
from an outdated social and political structure. The war laid waste
to that structure.

Russia’s governing structure began to change in March 1917 when
the tsar abdicated and a republic was proclaimed. Then came the
events now known as the October Revolution, even though they
took place in November?. Rather than being a revolution, it was
really a coup d’état carried out by a far-left political faction, the
Bolsheviks, under the revolutionary leader Vladimir Ilyich Lenin.
Once in power, the Bolsheviks sought to live up to their promises
by securing peace and feeding the people. Russia exited the war by
signing an armistice — the Treaty of Brest-Litovsk — with Germany
in March 1918.

Germany then sued for peace with the Allies. That armistice took
effect on 11 November 1918, bringing the First World War to an
end. The war had its winners and losers. The former were France,
the United Kingdom, Italy (after changing sides in 1915) and the
United States, which entered the war in 1917. The latter were Ger-
many, Austria-Hungary, Turkey and Bulgaria. Russia had pulled
out of the war.

A crucial point is that Germany requested an armistice but never
actually capitulated. That would have meant abandoning the fight
and surrendering unconditionally to the opposing side. By suing
for peace, Germany’s Second Reich avoided total collapse and an
invasion of its homeland.

2 Qctober 1917 in the Julian calendar, which Russia still used at the time, corresponds

to November 1917 in the Gregorian calendar, which the West was using.
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6. The 1919 peace conference

The peace settlement consisted of five separate peace treaties,
including the Treaty of Versailles with Germany. The negotiations
centred on how to treat Germany, and the Treaty of Versailles was
a bad compromise. Although greatly weakened, France was the
big winner. Holding the treaty conference in Paris was symbol-
ically important for the French, who still felt the sting of humil-
iation from their defeat in the Franco-Prussian War of 1870-71.

Disagreements among the Allies complicated their treaty goal of
preventing future wars from taking place on the European conti-
nent. The French took an especially hard line on the peace nego-
tiations. The French saw a need to impose punitive conditions on
Germany. The UK and the United States were more flexible. These
conflicting objectives are apparent in the treaty, which was a mis-
begotten compromise between the two sides.

The main problem was that the treaty humiliated Germany.
It formally stated that Germany was guilty of starting the war,
and it stripped the country of some of its territory. Most of this
land, in the east, was used to resurrect Poland. Germany also lost
Alsace-Lorraine in the west. The country’s surface area fell from
540,000 to 474,000 square kilometres. Some of the clauses in the
Treaty of Versailles were a slap in the face for Germany, including
the requirements to limit the size of its army to 100,000 men and
to give up its air force. All territory west of the Rhine had to be
demilitarised, and Germany had to pay enormous reparations to
the Allies.

The harsh terms of the Treaty of Versailles outraged Germany but
did not render it impotent. It was the worst possible solution. In
1919, Germany was actually much stronger territorially than it had
been before the First World War. Central and Eastern Europe were
fragmented, and new States had appeared, including the Balkan
States, Poland and Czechoslovakia. Hungary had lost two thirds
of its territory. Romania, however, was on the winning side and

grew in size. Not only were there more States in Central and East-
ern Europe, but the region was also more fragmented than before,
meaning Germany was in a better long-term geopolitical position.
Germany had been simultaneously hobbled and made vindictive
by the Treaty of Versailles. It was down, but not out.

With the end of the First World War came the end of empires.
Germany had been an empire but proclaimed itself a republic in
November 1918. Austria-Hungary was dissolved, marking the end
of the Habsburg monarchy. The Russian Empire ceased to exist in
1917. The Ottoman Empire too met its demise amid the tumult.
Turkey, however, under the leadership of Mustafa Kemal, also
known as Ataturk, took up arms in order to modify the terms of
peace set out in the Treaty of Sevres in 1920. This conflict ended
in 1923 with the Treaty of Lausanne, with much more favourable
terms for Turkey, which became a republic.

The end of these many empires was accompanied by significant
political and social upheaval.

7. The international system in the interwar
period

Between 1919 and 1939, the five treaties hammered out at the Paris
Peace Conference resulted in a new European and international
order. But that order lasted for barely 20 years. The idea of collec-
tive security, advanced by US President Woodrow Wilson, quickly
showed its limits. Wilson, a firm believer in self-determination,
was convinced that States would be naturally drawn to the League
of Nations, a new international organisation meant to prevent
future wars. It was based on the premise that all States in the world
would support one another against an aggressor, thereby prevent-
ing aggression. But the League of Nations was an extremely weak
body because it was purely intergovernmental, with absolute veto
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power. Unanimity was required, which meant that major, con-
structive decisions about peace and war around the world were
difficult to achieve.

In addition, a number of important States did not join the League.
Soviet Russia — or the Union of Soviet Social Republics (USSR)
from 1922 — was one of them. It represented evil incarnate for cap-
italist countries, which viewed the communist model as a threat.
Some League members sought to ostracise Soviet Russia, such as
by funding attempts at insurrection. It was not until 1934 that
Russia was finally invited to join the League.

The League of Nations faced another major obstacle when the
United States, the great power behind the new international order
embodied by the League of Nations, withdrew from the European
system in 1920. President Wilson, a Democrat, ran up against the
isolationist sentiment of a Republican-controlled Senate. The US
did not intervene in another European conflict until 1941. Ger-
many, which was blamed for the First World War, was also left out.
It joined the League in 1926 but then withdrew in 1933 after the
National Socialist party came to power.

During the 1920s, European politics nevertheless became increas-
ingly stable. The Locarno Treaties, signed in 1925, marked the
start of Germany’s gradual return to the Concert of Europe. It
accepted its western borders, but not its eastern borders, paving
the way for its entry into the League of Nations the following year.
Germany’s reparation payments were also reduced.

The First World War was followed by a period marked by virulent
ideologies: communism and fascism. Benito Mussolini came to
power in Italy in 1922. And in 1933, the National Socialists gained
absolute control over Germany. The international order set out by
the Treaty of Versailles would soon come undone.

8. Two leading European figures during
the interwar period

The First World War was a calamity for States — their societies,
political systems and economies — and for the international order.
But this dramatic event also gave rise to new ideas. Many intel-
lectuals believed that something had to be done to prevent future
wars.

Count Richard von Coudenhove-Kalergi shared this view. He was
the son of an Austro-Hungarian diplomat and a Japanese mother,
and he lived from 1894 to 1972. He came to public attention in
1922 when he called for unity in Europe, and in 1923 he published
the book Pan-Europe. He was the intellectual forebear and stan-
dard-bearer of the concept of European unity.

Another prominent figure in this regard was French politician
Aristide Briand, who took Coudenhove-Kalergi’s message to
heart. On 5 September 1929, Briand made a now-famous speech
in front of the League of Nations. In it, the French foreign minister
proposed a “federal link” in Europe. He pondered the question of
how such a link could be established among European States with-
out challenging their national sovereignty. His ideas were over-
taken by events, however, as his speech came just weeks before the
stock market crash of 1929.

Briand’s ideas were inherently incompatible. Any supranational or
federal dimension, even in an essentially intergovernmental sys-
tem, would come at the expense of States’ traditional sovereignty.

The concept of federalism nevertheless managed to gain traction
in the UK before the Second World War. And that concept was
a powerful source of inspiration for three important Italian fig-
ures, writers Altiero Spinelli, Ernesto Rossi and Eugenio Colorni,
during that war. These dissidents of Mussolini’s government were
imprisoned on Ventotene, a small island off the coast of Naples.
There they wrote what was later called the Ventotene Manifesto,
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which spread far and wide after the Second World War. In their
manifesto, they advanced the merits of a federal model in Europe,
a sort of United States of Europe derived from the American
model.

These federal impulses proliferated between the two world wars
and gained real momentum during the Second World War. They
were widely promoted by numerous resistance movements and
took hold in the aftermath of that war.

9. Economic issues between the wars

Return of the gold standard

States were intent on reviving the international and domestic gold
standard monetary system that was in place until 1914. Exchange
rates under this system were fixed, and governments associated
that with internal and external monetary stability. They hoped
that this system would provide a foundation for renewed economic
prosperity. In the 1920s, just after the war, the monetary system
was out of control, with hyperinflation and wildly deflationary
monetary policy. Yet the gold standard was widely restored in
1925-26.

Hyperinflation in Germany was very high in 1922 and 1923, and
the currency’s purchasing power was eroding very quickly. The
country’s central bank could not even print money fast enough
to keep up. The situation reached a point where banknotes were
simply stamped to show their new value: a 1,000-mark banknote
would be stamped with three more zeroes, turning it instantly
into a million marks.

The return of the gold standard set the tone for economic pol-
icy. These were not simply technical decisions; they defined the
ways in which the State implemented its monetary policy and its

economic policy more broadly. The cost of attaining equilibrium
was understood to be deflation, mass unemployment, austerity
and recessionary conditions. This desire to restore the order pre-
vailing before the First World War implied widespread suffering
for the people of Europe.

The roots of the Great Depression of the 1930s

In the 1920s, stock markets had taken on great importance for
capitalism. In October 1929, Wall Street crashed. But the wide-
spread depression that followed cannot be attributed directly to
this crash. For US economist Peter Temin, the real problem at the
end of the 1920s was the deflationary bias of States’ economic pol-
icies. Under the gold standard, it was thought that gold served as
an anchor for domestic and international monetary systems and
that economies should be allowed to self-regulate and adapt on
their own.

It was only gradually, and at their own pace, that States became
aware of these factors. They modified their economic policies step
by step and, by setting aside classical liberal economic policies,
States were able to emerge from the Great Depression. Economies
also got a boost from massive rearmament in the 1930s.

The UK was the first to give up the gold standard, in 1931, and
experienced a less severe recession than other countries. Major
political changes in both Germany and the United States also
came into play. Democrat Franklin D. Roosevelt was elected US
president in November 1932 and took office on 4 March 1933, put-
ting an end to years of inaction by the Republican administra-
tion of President Herbert Hoover. Roosevelt aimed to significantly
expand the role of the State in the economy.

In Germany, Adolf Hitler became chancellor of the Reich on 30
January 1933, and the National Socialists, like the Americans,
gave up the gold standard and asserted control over the domestic
economy. It took France until 1936 to make that move.

European Integration: A Continent in Revolution ‘ 3



European Integration: A Continent in Revolution ‘ 8

States began to adopt a more assertive economic policy after with-
drawing from the gold standard and increasing government out-
lays through public works projects and rearmament efforts. The
situation gradually improved until the Second World War broke
out.

10. The Second World War (1939-1945)

Chronology of war declarations

The Second World War is generally considered to have begun in
1939. It became a world war in 1941, when the Soviet Union and the
United States joined the fray. Fighting in Europe began when Nazi
Germany invaded Poland on 1 September 1939 after a series of
provocations by German Chancellor Adolf Hitler. These included
rearming Germany, occupying the demilitarised Rhineland in
1936, annexing Austria in 1938, and threatening Czechoslovakia’s
territorial integrity that same year. A high-level conference was
held in Munich in September 1938, where French and British lead-
ers offered concessions and agreed to the first step in the break-
ing up of Czechoslovakia. The Munich conference was hailed as
a major success, as it prevented war. In reality, it only pushed war
back by a few months. France and the United Kingdom, so intent
on avoiding war, naively played into Nazi Germany’s hands.

Yet these two countries intended to safeguard Poland’s integrity
and were ready to declare war to do just that. And so it was, in Sep-
tember 1939, after Germany invaded Poland, that France and the
United Kingdom declared war. Militarily, however, nothing hap-
pened. This was called the Phoney War. No troops were moved.
And to make matters worse, an utterly unnatural alliance was
formed when Nazi Germany and the USSR under Stalin signed a
non-aggression pact on 23 August 1939.

The Soviets’ official line was that they had to buy time given the
West’s failure to act. The truth was that, under a secret proto-
col annexed to the non-aggression pact, Germany and the USSR
planned to divide up Central and Eastern Europe between them-
selves. That freed Adolf Hitler to focus his attack on the West.
Germany invaded France on 10 May 1940 and, after a lightning
war, the two countries signed an armistice on 22 June. In 1940-41,
Germany established hegemony over the European continent.

Germany went on to invade the USSR in June 1941, bringing
that country into the war. Then in December 1941, the Japanese
attacked the United States, bombarding its fleet at Pearl Harbor,
Hawaii. The US immediately declared war on the Japanese empire.
Germany, which had allied with Japan, then declared war on the
US.

Some 60 million people died in the Second World War, includ-
ing six million in the Holocaust, the most heinous of crimes. A
number of advances in war technology also took place during the
war, such as the development of radar, missiles and the notorious
atomic bomb, which was used for the first time in 1945 by the US
against Japan.

A second Thirty Years’ War?

The two world wars could be linked and considered a second
Thirty Years” War, in reference to the 17th-century European con-
flict that lasted from 1618 to 1648. It is clear that the First World
War did not automatically, directly and inevitably lead to the Sec-
ond World War — the widespread political, ideological, economic
and social upheaval of the 1930s also had much to do with it. But
the flaws in the Paris Peace Conference in 1919 cannot be over-
looked. In a way, the faulty peace agreement following the First
World War sowed the seeds of the Second World War.

The 1914-1945 period may be viewed as the era of Europe’s civil
wars, which evolved into world wars as a result of Europe’s global
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role. In a way, Europe succumbed to its suicidal tendencies, hitting
rock bottom in 1945. That became “year zero”, when the continent
was on its knees and everything needed to be rebuilt. For centu-
ries, starting with the age of discovery, Europe had dominated the
world. It set the pace for the world for over 400 years. That ended
in 1945.

Going further, Europe’s imperial powers dissolved and its colo-
nial empires collapsed after the Second World War. The domi-
nant powers after 1945 were the United States on one side and the
Soviet Union on the other.

Chapter 2: Europe after

the Second World War:
division and reconstruction,
1945-1950
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US President Harry Truman signing the North Atlantic Treaty surrounded by

European ambassadors, 1949.

1. Immediate post-war Europe

When the war ended in 1945, Europe was in tatters. The war had
been a six-year-long nightmare. The horror of the concentration
camps had come to light. The death of so many children, women,
men and elderly people left an indelible stain on the continent
known for the Renaissance, the Age of Discovery and the Enlight-
enment. Europe had brought the world together and exported its
model. This continent of art, culture and all that was best had
shown that it also harboured all that was worst.

The war caused untold material destruction. Manufacturing
capacity was lost, raw materials were in short supply, energy
resources were lacking, and communication networks were
largely destroyed. The war had ended, but that did not mean that
life would suddenly become easy for Europeans. The continent
continued to be plagued by poverty and hunger in the post-war
years. Systems for rationing food and other essential items, which
had been put in place at the start of the war, remained in place for
several years after it ended. France did not recover from these ills
until 1949, while the United Kingdom — one of the great victors —
did not recover until 1953. The outlook for the people of Europe
was sombre not just economically, but also socially, politically and
culturally.

2. The Yalta and Potsdam Conferences

A conference was held in February 1945 in the coastal city of Yalta
on the Crimean Peninsula. The war would drag on for nearly three
more months, but for all intents and purposes it was over. Attend-
ees included US President Franklin D. Roosevelt, Joseph Stalin,
who was secretary-general of the Communist Party and all-pow-
erful dictator of the USSR, and Winston S. Churchill, prime
minister of the United Kingdom of Great Britain and North-
ern Ireland. This wartime conference was highly scrutinised. It
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featured ambiguities and even subterfuge, with Stalin alluding
to the possibility of free elections in Central and Eastern Europe,
which never took place.

A second conference, this time in a castle in Potsdam, outside
Berlin, happened several months later, in July 1945. Germany had
already surrendered unconditionally two months previously. The
participants were not all the same. Stalin, the Soviet dictator who
remained in power until his death in 1953, was there, but Harry
S. Truman was the new US president. And it was during the Pots-
dam Conference that Winston Churchill and his party were unex-
pectedly defeated in the general election in the United Kingdom.
And so it was his successor, the Labour leader Clement Attlee, who
took his seat in Potsdam. All eyes were focused ever more closely
on this Conference, which would determine the new European
order and the new international order.

3. A new international order emerges

After 1945, a new international order came into being. It was not
a coordinated system, organised among the Allies. It was shaped
by actions and reactions on both sides. In lieu of the international
order that the United States, the USSR or the United Kingdom
might have hoped for, it was a bipolar one between two superpow-
ers, the US and the USSR.

Europe, and much of the rest of the world, enjoyed peace under
this bipolar system, which lasted until the Soviet Union came to
an end in 1991. Peace, in this instance, meant that there was no
direct conflict between the great powers. A number of proxy wars
nevertheless took place, which meant that the post-1945 world was
not completely peaceful. But in terms of periods of peace among
great powers, this one rivalled in length those of the 19th century.

4. The United Nations

The United Nations (UN) formed the core of the new international
system, in replacement of the League of Nations. By creating the
UN, the States in their post-war configuration acknowledged that
the League had not lived up to its potential. It could be credited
with a number of achievements, but it could not be dissociated
from the rise in extremism and the inexorable march towards war
in the 1930s. One problem was that the great powers did not play
a big enough role in the League. So the real breakthrough for the
global powers was the Security Council, which has had a varying
number of members over time but always five permanent mem-
bers, i.e. the great powers that led the international order after
1945. These are the United States, the USSR, the United Kingdom,
France and China®. The five permanent members were also given
individual veto power within the Security Council. This right was
not granted to the other, non-permanent members.

The obvious problem with this arrangement is that one dissenting
power could block the Security Council’s work. In terms of gov-
ernance models, the League of Nations had been designed along
confederal lines, meaning it was intergovernmental and every
country had veto power; the UN is more of a directorial system,
with a directorate consisting of the great powers able to guarantee
world peace. In such a system, every single country does not have
the power to block the organisation’s dealings, although each great
power does. And that is what happened during the Cold War: the
Soviets, by wielding their veto power, often prevented the UN
from taking action. That did not change until the first Gulf War.

The animosity between East and West meant that the UN could
not fulfil the ambitions it embodied when it was founded. What
evolved was a bilateral system based on a balance of power between
the two superpowers, the United States and the USSR, which were

3 The People’s Republic of China did not take its seat until 1971.
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diametrically opposed not only ideologically, but also economi-
cally and geopolitically. The massive destructive power of atomic
weapons that hung over the post-war world also served to deter
military adventures. Under this system, the international order
was set in stone and the two superpowers were forced to behave.
This risk of catastrophic war was actually a significant guarantor
of peace.

5. Roosevelt and Truman’s respective policies

In the United States, the transition from Franklin D. Roosevelt to
Harry S. Truman marked a real change. Roosevelt, a Democrat
from the New York establishment, had inherited a number of lib-
eral values that came from people such as President Wilson during
the First World War. In 1945, Roosevelt still believed that the US
would repatriate some six million GIs located around the world.
He also thought that the great powers would come together and
establish a new world order rooted in the UN.

But Roosevelt made two miscalculations:

1) He did not realise the toll that the war had taken on his Western
European allies, the United Kingdom and France. Roosevelt was
also at serious odds with de Gaulle’s Free France. In his eyes, de
Gaulle lacked legitimacy and was a would-be dictator. His distrust
of Free France was such that he did all he could to sideline de
Gaulle. And Roosevelt’s very good relationship with Churchill’s
United Kingdom was nevertheless marred by various points of
contention, which included the colonial question.

2) Roosevelt misjudged the expectations and role of Stalin and
the Soviet Union, which, like a besieged fortress, was intent on
preserving both the economic and political dimensions of its
communist system. Stalin was an all-powerful and bloodthirsty
dictator, no less absolute than Adolf Hitler. Yet one can imagine
that the USSR was motivated primarily by the desire to defend

itself from outside aggression. At the same time, the West saw the
USSR as a threatening, offensive power that very much under-
mined world peace.

President Roosevelt died, exhausted, at the start of his fourth term
in April 1945. As set out in the US constitution, his vice president
— Harry S. Truman — took over. Truman had only served as vice
president for three months. He had no foreign policy experience,
and Roosevelt did not keep him apprised of major US foreign pol-
icy or security issues. For example, before becoming president,
Truman had no idea of the top-secret plan to build atomic bombs.
He only learnt about it when he moved into the Oval Office.

6. The Iron Curtain

The emerging Cold War was symbolised by what Winston Chur-
chill called the Iron Curtain, which gradually found its place
between East and West. In March 1947, President Harry S. Tru-
man gave an important speech to the US Congress. In it, he set
out the policy of containment, which came to be known as the
Truman doctrine. This policy formalised the United States’ firm
intention to remain in Europe, marking a break with prevail-
ing ideas in the immediate post-war period. In a very practical
move, the US took over for the United Kingdom, which was on the
verge of financial ruin, in supporting Greece and Turkey’s efforts
to oppose the communist movements that threatened to topple
those countries’ governments.

From that point onward, the West aimed to hold firm at all costs
and prevent the Soviets from expanding their influence. In 1947,
several months after Truman announced his policy, the European
Recovery Programme was developed by US Secretary of State
George C. Marshall, a career officer who had served as chief of staff
of the US army during the Second World War. This programme,
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better known as the Marshall Plan, was a large-scale reconstruc-
tion effort designed to give Europe an economic boost, although
it had political ramifications as well.

7. The economic situation in post-war Europe

At the end of the Second World War, Europe suffered from a mul-
titude of economic problems. These included disruptions in the
supply of both raw materials and energy, and transport problems
that effectively paralysed the economy — even though the conti-
nent’s infrastructure had been destroyed to only a limited extent.
This undermined the export capacity of these countries, whose
economies contracted. In the absence of a multilateral framework,
the immediate post-war period came to be marked by bilateral
economic relations between countries.

The bilateral arrangement stemmed from the fact that there was
no multilateral clearing mechanism whereby one country could
use a trade surplus with another country to offset a deficit with a
third country. This bilateral shackle constrained trading volumes,
because a country carrying a trade deficit had to limit its imports
from countries carrying a surplus.

European countries also faced massive problems with their curren-
cies, which were weak and non-convertible. They also experienced
a dollar gap. The US dollar was the currency that all European
countries dreamt of holding because, unlike their own, weak cur-
rencies, it had real purchasing power. Their money supply subse-
quently lost value, triggering strong inflationary pressure.

The Marshall Plan, which provided aid to European countries, was
worth around US$ 13 billion at the time and stretched over four
years. This support enabled Europeans to purchase much-needed
goods and raw materials from the US. The Marshall Plan, there-
fore, also boosted economic output in the US, which was a plus for
that country. There was a fear that the US economy would have

trouble converting to peacetime production after running at full
capacity during the war, turning out huge quantities of weapons.
It would be hard to manage this transition. This aid programme
thus served two purposes, providing European countries with
economic stimulus and facilitating the United States’ transition to
a peacetime economy.

These purchases from the US helped European countries to make
up for various shortages, rebuild the European economy, acquire
much-needed raw materials and set the stage for economic growth
in Europe.

The US aimed to lend a helping hand but was of course not act-
ing out of pure altruism. In helping others you help yourself —
there is nothing illogical or abnormal in that. A country cannot be
expected to act against its own interests. The US was able to pro-
vide these resources: in 1945, the US economy accounted for 50%
of the world’s gross domestic product. Its economy was intact. The
human toll it suffered was heavy, but was much less than that of
its allies. The end of the Second World War gave the US a lasting
role and influence in Europe, one that remains substantial in the
present day.

8. The Organisation for European Economic
Co-operation

The United States’ aid programme came with several strings
attached. And while the Americans set the terms of the pro-
gramme for Europe, these terms were also to Europe’s advantage.
One condition was that Europeans had to come up with economic
development plans and work closely together to coordinate those
plans. To help them achieve this, and to better coordinate its aid,
the US prompted the Europeans to set up the Organisation for
European Economic Co-operation (OEEC). This organisation
was founded in 1948, with Frenchman Robert Marjolin, a close
associate of Jean Monnet, as its secretary-general.
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The OEEC fostered cooperation among European countries and
administered the United States’ aid. Requiring the Europeans to
coordinate their economic programmes, at a time when they were
turning inwards in their suffering and poverty, had a positive
effect. It was thanks to the OEEC that, in 1948, European coun-
tries began to take the steps necessary to restore trade ties. This
meant reducing quota restrictions and customs duties and taking
measures to allow for currency convertibility. The OEEC was also
behind the creation of the European Payments Union (EPU) in
1950, which would be instrumental in establishing normal mone-
tary and trade relations.

9. The United States’ economic influence
in Europe

As a result of these close economic ties, Europe also imported a
culture of productivity from the United States, which had made
great strides in developing mass production to keep pace with
mass consumption. The economic boom that Europe experienced
in the 1950s, with the proliferation of mass-produced goods, had
also begun earlier in the US. It would be fair to say that, by allevi-
ating Europe’s economic constraints, American aid also eased the
social climate. But these measures, which were required to help
Europeans and spur them forward, were not sufficient by them-
selves. Europe also had to decide to take action.

An important factor in all this was Keynesian thought. Classical
liberal economics had been discredited by the Great Depression
of the 1930s. For Keynes, however, the State had a significant role
to play in stabilising the economy, in order to avoid excessive
contractions and recessions. While the world moved on, Keynes’
intellectual legacy had a lasting influence on economic policy.

Post-war Western Europe in fact embodied a paradox. In its for-
eign relations, it sought to restore the liberal international order
that pre-dated the First World War. Yet it also understood that the

war had changed States and societies, and it was in the post-war
world that the notion of the welfare State took hold, where the
State was expected to tend to the economy and reduce inequality.
This was at odds with the old, classical liberal dogma that held
sway before the First World War and during the inter-war period,
according to which the State’s role in the economy was narrowly
circumscribed and sometimes serious recessions were normal.

In the aftermath of the Second World War, many felt that the
State could be instrumental in averting recessions and promot-
ing employment and growth. Some inflation would simply have to
be tolerated. Inflation had caused calamity, notably in Germany,
which reacted by developing a model focused on containing infla-
tion and maintaining price stability. But many other countries
were able to put up with a certain amount of inflation. Europe
experienced a 30-year golden age of unprecedented economic
growth, lasting until the early 1970s.

Post-war France experienced an intense period of economic
nationalisation. In 1945, Jean Monnet came up with an economic
plan that he submitted to General de Gaulle, the head of France’s
provisional government. De Gaulle approved the plan and, in
1945, appointed Monnet as the first head of the country’s General
Planning Commission, where he would lead the country’s effort
to turn its economy around and modernise it. Monnet held this
position until 1952.

One of the plan’s underlying ideas was to bring the State, employ-
ers and trade unions to the same table, so that together they could
forge a shared, long-term economic vision. This was predicated
on a planning system. It was felt that if market forces alone were
allowed to prevail, too many resources would be diverted to imme-
diate consumption and not enough to capital investment — peo-
ple would make quick work of scarce resources that were needed
to create a solid foundation for long-term growth. But this goal
would require investment and the development of durable sectors.
This roadmap for France’s economy, with its in-built flexibility,
was a far cry from the dirigiste system employed by the Soviet
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Union. As planning commissioner, Jean Monnet also played a key
role in negotiating the loans that France received from the United
States.

10. The post-war German question

The Marshall Plan was open to all European States, including
those of Central and Eastern Europe. Communist regimes, under
Soviet pressure, declined to participate. The East-West divide was
widening, as was apparent in Germany. The Cold War had cleaved
Europe in two, with Germany in the middle, divided between the
Western powers and the USSR. Berlin itself, the former capital of
the Reich, was carved up into four occupation zones: with the
Soviets in the East and Western powers — the United States, the
United Kingdom and France — in the West. It is impossible to fully
understand post-war Europe without a firm grasp of the role that
Germany played.

In 1948, the Western Allies, prompted by the US, decided to set up
a State in their occupation zones. At the time, the US had a zone in
the south, Britain was in the north and France was in the east. The
plan was to introduce monetary reform, with the creation of the
Deutsche Mark in June 1948, and then to quickly give these three
zones a constitution. However, the Soviets rejected this decision
because the Allied powers had agreed that they would all occupy
Germany and decide on its future together. Furious, the Soviets
responded by blockading Berlin in June 1948. They closed all land
borders with West Berlin, turning the city into a Western enclave
within the eastern zone. The only way in and out was by air. The
Western powers set up an airlift to supply West Berlin and keep
the city going. That situation lasted 11 months, until May 1949.

Stalin recognised the Western powers’ intent to hold onto West
Berlin at all costs and to mobilise the necessary resources. He did
not want to trigger a war over that. Henceforth, Berlin symbolised
the division within Germany, Europe and the world throughout

the Cold War. Berlin was also sadly famous for the wall that the
Soviets built in 1961 to prevent East Germans from fleeing to the
West. The Berlin Wall remained in place for nearly 30 years. When
it came down on 9 November 1989, it was the decisive, although
not the first, step towards the end of the Cold War in Europe.

11. The North Atlantic Treaty

In 1948, five Western countries — France, the United Kingdom,
and the Benelux countries* — still feared Germany. Although it
was now divided and occupied, Germany had nevertheless been
the Nazi power that had wreaked havoc in Europe until just three
years earlier. The older generation also remembered the First
World War. A lasting solution to this problem had to be found so
that Europe could embark on an era of peace. This led to the sign-
ing of the Treaty of Brussels, a defensive alliance meant to guard
against Germany.

That 1948 treaty, which brought together just five European coun-
tries and was aimed at Germany alone, led to a broader treaty the
following year, the North Atlantic Treaty (or the Treaty of Wash-
ington). This latter treaty forged an alliance among the five sig-
natories of the Treaty of Brussels plus five other European States
— Italy and Portugal in the south, and Denmark, Norway and Ice-
land in the north — along with the United States and Canada. This
North Atlantic alliance turned into a permanent military pact
in which the signatories got involved in European affairs, partly
in recognition that their own domestic security depended upon
European security. This was revolutionary for the US, with its
long isolationist tradition.

In subsequent years, the North Atlantic Treaty gave rise to an inte-
grated political and military organisation aimed at implementing

4 Belgium, the Netherlands and Luxembourg.

European Integration: A Continent in Revolution ‘ S



European Integration: A Continent in Revolution ‘ g

the treaty. That became known as the North Atlantic Treaty Orga-
nization, or NATO. In 1952, NATO welcomed two new Western
allies, Greece and Turkey, in its membership. But the German
question remained.

12. New organisations in Western Europe

Another key event in 1948 was the Hague Congress, which drew
hundreds of representatives from all Western countries. The con-
ference was convened in order to discuss European unity, draw-
ing on intellectual thought and growing momentum behind this
idea in the inter-war period and during the Second World War.
Several new organisations emerged from the Hague Congress, the
most important being the Council of Europe, based in Strasbourg.
Organisations of a different breed were also set up, including the
College of Europe, in Bruges, which would train future European
leaders, and the European Centre for Culture, in Geneva. In these
organisations, federalists saw a great opportunity to promote fed-
eral solutions in Europe.

Some federalists went so far as to blame the misdeeds of the first
half of the 20th century on the nation-state system itself. For
them, the solution lay in doing away with States and creating a
federal Europe consisting of regions. Many other people, however,
felt that States were an intrinsic component of Europe and here to
stay, and that the future could not be built without them. Federal-
ist hopes were ultimately dashed. One current of thought was that
of the unionists, led by the United Kingdom, who opposed the
idea of creating a supranational organisation in Western Europe.
They were amenable to a confederal solution, but not a federal
one.

A very important treaty was signed under the auspices of the
Council of Europe in 1950: the Convention for the Protection of
Human Rights and Fundamental Freedoms, also known as the
European Convention on Human Rights. It entered into force in

1953 and, several years later, led to the creation of the European
Court of Human Rights. In addition to being instrumental in the
area of protecting human rights and fundamental liberties, the
Council of Europe also engaged in a number of notable cultural
initiatives.

The post-war period spawned a series of leading Western organ-
isations, including the OEEC, NATO and the Council of Europe.
The proposal to create the European Coal and Steel Community
(ECSC), the forebear of today’s European Union, did not come
until 9 May 1950. Up until that point, no truly supranational
organisation had yet seen the light of day, as Western Europe
lacked the necessary consensus for such a model.

13. New organisations in Eastern Europe

Various organisations were also created in Eastern Europe. In
1947, the Soviets set up the Cominform, which replaced the Third
International (previously known as the Comintern). Its purpose
was to coordinate the international communist movement, which
it did through often brutal purges in Eastern countries and by tak-
ing over communist parties in Western countries.

In February 1948, the USSR took over control of the Czechoslovak
government after triggering the Prague coup d’état. As a result of
the Second World War, the Soviets already controlled the Baltic
States, Poland, Hungary, Bulgaria and Romania. Eastern Europe
was subjected to violent purges aimed at imposing an ideologi-
cal straitjacket that would benefit the USSR both politically and
economically. In the economic sphere, the Soviets founded and
presided over the Council for Mutual Economic Assistance,
or Comecon, which was akin to a common market for Fastern
Europe.

Another development in global geopolitics was the victory of com-
munism in continental China in 1949. China had descended into
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civil war before the Second World War broke out. The civil war
was put on hold when Japan invaded China but resumed in 1945
when the world war ended. On 1 October 1949, the communists,
led by Mao Zedong, proclaimed the People’s Republic of China.
The nationalist forces, under Chiang Kai-shek, withdrew to the
island of Taiwan. The communist takeover of this huge Eurasian
landmass was a major shock and huge concern for the West.

14. The new bipolar international order

Such shocks led naturally to overreactions. The West, and the
United States in particular, deeply feared communism and saw
communists everywhere — even where there were not any. Thus
ensued the very troubling period of McCarthyism, named after
US senator Joseph McCarthy, who led a witch hunt aimed at purg-
ing the country of all communist elements.

It was against the backdrop of the Cold War that the Soviets for-
malised their military alliance with their Eastern European part-
ners through the Warsaw Pact, signed in 1955. That meant there
were then two integrated military alliances: NATO in the West,
led by the US, and the Warsaw Pact in the East, led by the USSR.
The European continent was starkly divided.

It is interesting to note that this bipolar order took shape over the
course of a few years by decisions made on both sides. In other
words, it happened without a broad peace settlement after the Sec-
ond World War. There was no peace conference, no treaty sign-
ings. That was the difference between 1918—19 and 1945.

It is worth emphasising Germany’s importance in this process and
the fact that two Germanies emerged out of the Cold War. The
issue of Germany rearming, for example, could not be avoided,
since the German army had been dissolved in 1945. So a crucial

question between 1950 and 1955 was how West Germany would
rearm so that it could contribute to the West’s struggle with the
USSR.

After the Second World War, the US and the USSR played a prom-
inent and enduring role in Europe, unlike after the First World
War, when the former withdrew into isolation and the latter was
spurned by the other States. This time around, Europe was divided
and the West focused on reconstruction.

To get a sense of Europe’s standing in the world, it is worth remem-
bering the far-reaching decolonisation movement that spread
across Europe after the Second World War. European countries
often took economic advantage of their colonies, which were all
too eager to regain control over their own destiny. The colonies
were supported in their ambitions by the two superpowers, the
US and the USSR, both of which opposed the colonial system.
The movement gathered speed in August 1947 when British India
came to an end and was replaced by the Dominion of India (which
became a republic three years later) and Pakistan.

This transition was fraught, as the borders were hastily drawn,
resulting in widespread human migration along with massacres.

The British were not the only ones affected by the upheaval of
decolonisation. France had ruled Indochina since the 19th cen-
tury, but after a war that lasted from 1946 to 1954, the region was
divided into four States: South Vietnam, North Vietnam, Cambo-
dia and Laos. And for eight more years, from 1954 to 1962, France
fought in the Algerian War, a highly destructive conflict. The
chaos of that war reached metropolitan France, as an attempted
coup led to the demise of the Fourth Republic and the establish-
ment of the Fifth Republic in 1958, with General Charles de Gaulle
taking power.

Europe’s position in the world had drastically changed. In many
respects, Europe became peripheral in the new international order,
starting in 1945. Not only was it divided, but it was a source of
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rivalry and animosity between the new — non-European — super-
powers. After 1945, this dichotomy of reconstruction and division
led to the development of the European Communities, in a pro-
cess that started in 1950.

Chapter 3: The European
Communities, 1950-1957
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Inaugural meeting of the High Authority of the European Coal and Steel

Community.
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1. Productive and turbulent years

The process of European integration advanced haltingly during
this period, against the backdrop of the Cold War and sharp ten-
sions between East and West in the early years. After Soviet dicta-
tor Joseph Stalin died in March 1953, a thaw in relations took place
between East and West, which experienced a time of peaceful
coexistence. While Cold-War-style rivalries between economic,
social, political, ideological and geopolitical systems did not abate,
the climate was less aggressive and the fear of war faded.

Also during this period, it became clear that the USSR had an iron
grip on Central and Eastern Europe. The Soviets were harshly
protective of Eastern Europe at the time and militarily suppressed
insurrections in Berlin in 1953 and in Hungary in 1956 to restore
order.

Western Europe moved beyond its post-war reconstruction
phase and embarked on a long period of unprecedented prosper-
ity referred to as the “Glorious Thirty”. This term was coined by
French economist Jean Fourastié, who was inspired by the Glori-
ous Three, or the three days of revolution at the end of July 1830
in France. The Glorious Thirty began between 1945 and 1950 and
lasted until 1973, when the first oil crisis occurred. During this
early phase of European integration, in the 1950s and 1960s, the
economic environment was very healthy, with high growth and
very low unemployment.

At the start of the 1950-1957 period came a bold proposal to create
the European Coal and Steel Community (ECSC), which would
be the first of Europe’s communities. In 1950, the ambiance in
Europe was sombre, with the Cold War between two enemy blocs
in full swing, and Germany — and its capital — divided.

Berlin itself, or West Berlin to be specific, was an important pawn
in the early years of the Cold War, until the early 1960s.
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Tensions were high around the globe, with the USSR testing its
first atomic bomb and the communists taking over in China, both
in 1949, and the witch hunt raging in the US. Global peace hung
in the balance. That balance then tipped when communist North
Korea invaded US-backed South Korea a month and a half after a
decisive declaration on 9 May 1950.

2. The Schuman Declaration, prepared
by Jean Monnet

A full understanding of the mechanisms underlying the Schuman
Declaration requires a grasp of the harsh climate in which it was
made. The declaration is named after Robert Schuman, the French
foreign minister, but it was dreamt up, designed and mapped out
by Jean Monnet with the help of a few others. This declaration
would have remained in the drawers of history if Monnet and
Schuman had not worked together, and if Schuman had not lent it
his political backing. And without Monnet, Schuman would not
have been provided with this solid plan to put forward.

Monnet was simply following his instinct of helping ensure world
peace. The political climate around the world was going down-
hill fast. At the time, he was the general commissioner of France’s
economic development plan, and his job was to implement the
country’s modernisation and infrastructure programme. Over
the course of five weeks, in April and May 1950, he wrote the draft
declaration. The ninth and final version was ready on 6 May. He
submitted his text to Schuman through the latter’s chief of staff,
Bernard Clappier.

The Schuman Declaration marked a paradigm shift for Europe.
Here are some excerpts:

World peace cannot be safeguarded without the making of
creative efforts proportionate to the dangers which threaten

it. [...]

Europe will not be made all at once, or according to a single
plan. It will be built through concrete achievements which
first create a de facto solidarity. The coming together of the
nations of Europe requires the elimination of the age-old
opposition of France and Germany. Any action taken must
in the first place concern these two countries. With this aim
in view, the French Government proposes that action be
taken immediately on one limited but decisive point. It pro-
poses that Franco-German production of coal and steel as a
whole be placed under a common High Authority, within the
framework of an organization open to the participation of
the other countries of Europe. The pooling of coal and steel
production should immediately provide for the setting up of
common foundations for economic development as a first
step in the federation of Europe, and will change the des-
tinies of those regions which have long been devoted to the
manufacture of munitions of war, of which they have been
the most constant victims. The solidarity in production thus
established will make it plain that any war between France
and Germany becomes not merely unthinkable, but materi-
ally impossible. [...]

By pooling basic production and by instituting a new High
Authority, whose decisions will bind France, Germany and
other member countries, this proposal will lead to the reali-
zation of the first concrete foundation of a European federa-
tion indispensable to the preservation of peace. [...]

With this text, Jean Monnet became the father of the community
approach. His idea was to pool coal and steel production — two
strategic sectors in terms of war resources. This would compli-
cate or even obviate future conflicts, because it forced countries
to forge new ties and to jointly manage strategic economic sectors.
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3. The European Coal and Steel Community

The key concepts underpinning the creation of European Coal
and Steel Community (ECSC) were the quest for common inter-
ests among States and the rule of law, as it was necessary to set up
arules-based community —and that implied creating shared insti-
tutions. The institutions of the ECSC were the High Authority,
the Council of Ministers, the Common Assembly and the Court
of Justice. The executive power held by the High Authority was
checked by a parliamentary assembly to which the High Authority
was politically accountable. The Court of Justice heard appeals
against the High Authority’s decisions, interpreting and applying
community law. The ECSC was linked to the States through the
Council of Ministers, which was made up of minister-level repre-
sentatives of each State.

This Community, as conceived by Monnet, was centred on France
and Germany. It would allow Europe to move forward by cement-
ing a peaceful relationship between these two countries once and
for all. Yet it was open to other European countries interested in
joining. Monnet’s approach was at once visionary, with its long-
term perspective, and pragmatic, in proposing a concrete first step.
His vision was unlike that of the aforementioned federalists, as his
path forward was economic in nature, based on pooling resources.
In terms of their ultimate goal, however, the two approaches were
similar: they both sought to create a closer union among the peo-
ples of Europe.

Monnet was viewed by some critics as a neofunctionalist, which
is a much too reductive reading. While the aim of furthering inte-
gration through the ECSC was present, there was also a long-term
vision of rapprochement that was in line with the federal vision.

As foreign minister, Schuman assumed political responsibility for
this proposal. He first presented the plan to the French government

on 9 May 1950, at the end of a meeting of the Council of Ministers.
It is quite likely that not all ministers in attendance grasped the
full implications of Schuman’s proposal.

It was also crucial to bring the West Germans into the discus-
sion. To this end, on the evening of 8 May Schuman sent his close
colleague Robert Mischlich to Bonn to speak with West German
Chancellor Konrad Adenauer. The following morning Mischlich
spoke with Adenauer, who was immediately and deeply interested
in the French proposal. He recognised its visionary nature and
how it could be a powerful tool to achieve peace between France
and Germany.

Schuman also informed the US, albeit confidentially. That coun-
try welcomed the plan, in the belief that anything that would bring
greater order to Western Europe and make it stronger against the
USSR was a good thing.

At 6pm on Tuesday, 9 May 1950, Schuman made his declaration in
a press conference at the French foreign ministry in Paris, in the
highly symbolic Clock Room. After a short introduction, he read
the declaration. Two hours later, at 8pm, Chancellor Adenauer
offered his own remarks at a press conference in Bonn, announc-
ing the Federal Republic of Germany’s support for the plan. This
was a revolutionary moment. The creation of the community of
Europe began on 9 May 1950. This date has been celebrated as
Europe Day since 1986.

This was how the ECSC got off the ground. In June 1950, negoti-
ations between States began based on the French declaration, and
the Treaty of Paris was signed on 18 April 1951. It entered into
force on 23 July 1952, for a period of 50 years. In legal terms, the
treaty therefore expired in July 2002, although by that point all of
its founding authority had been transferred to European Union
institutions and law.

The ECSC treaty led to integration within only two sectors, coal
and steel. These sectors, far from being selected randomly, were
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key sectors at the time and essential to the economic health of
European countries. The original community of Europe com-
prised six countries: France and Germany, together with Italy
and the three Benelux countries. These countries’ leaders agreed
that Jean Monnet should be the first president of the ECSC’s High
Authority. He held this position for almost three years, from
August 1952 to June 1955.

4. The European Payments Union

The European Payments Union (EPU) emerged and took its place
in the framework of the OEEC. It was designed by Robert Triffin,
a US economist of Belgian origin working as an economics profes-
sor at Yale University. The EPU was created in 1950 and operated
until the end of 1958, when it was replaced by a new body, the
European Monetary Agreement.

The EPU served as a multilateral settlement system. Until then,
trade flows had been settled bilaterally, yet that created problems
whenever one country ran a deficit against another one. In a mul-
tilateral settlement system like the EPU, each member country had
one overall balance with that organisation. It could be a surplus
or a deficit, but there were no longer bilateral balances between
countries. A mechanism for helping countries in deficit was also
set up.

The EPU was important in Western Europe because it normalised
monetary relations among countries, but also because it helped
reduce trade quotas. Indeed, when a State imposed quotas, it was
generally for protectionist purposes; it was attempting to shield
its domestic industry by limiting outside competition. After the
Second World War, the quota approach would have undermined
trade, and the EPU was instrumental in averting that.

In the immediate aftermath of the Second World War, the OEEC
provided Western Europe with a broad framework within which

it could make initial progress in opening and liberalising its econ-
omies. The community of Europe allowed for additional progress
down the same path.

5. The European Defence Community

The idea for a European Defence Community (EDC) was offi-
cially mooted at the end of October 1950 in a speech given by
René Pleven, the president of the French Council of Ministers, to
France’s National Assembly. He presented what was subsequently
named the Pleven Plan, which had been inspired by Jean Monnet,
a close acquaintance of Pleven. It called for the creation of a Euro-
pean army.

The fundamental goal of the plan was to prevent West Germany
from rebuilding its military. At the time, the United States had
demanded that West Germany rearm in order to counter the com-
munist threat. Here are some excerpts from Pleven’s speech:

[...]

Germany, albeit not a party to the Atlantic Pact, will never-
theless also benefit from the resulting security system.

It is, therefore, only right for Germany to make its contribu-
tion to the defence of Western Europe.

[...]

The French Government believed that, if the coal and steel
plan succeeded, people would become more used to the idea
of a European Community before the extremely delicate issue
of common defence was approached. World events leave it no
option. Therefore, confident as it is that Europe’s destiny lies
in peace and convinced that all the peoples of Europe need a
sense of collective security, the French Government proposes
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to resolve this issue by the same methods and in the same
spirit. Merely responding to events, however, is unlikely to
provide a constructive solution. Any system that led, whether
immediately or eventually, directly or not, with or without
conditions, to the creation of a German army would give rise
to renewed distrust and suspicion. The formation of German
divisions, of a German Ministry of Defence, would sooner or
later be bound to lead to the rebuilding of a national army
and, by that token, to the revival of German militarism.

[...]

[The French government] proposes the creation, for the pur-
poses of common defence, of a European army tied to the
political institutions of a united Europe.

[...]

A united European army, made up of forces from the var-
ious European nations must, as far as possible, pool all of
its human and material components under a single political
and military European authority.

[...]

Participant states that already have national forces would
retain their authority over those of their existing forces that
were not incorporated into the European army.

[...]

The European forces placed at the disposal of the unified
Atlantic command would respect the obligations entered into
under the Atlantic Pact, as regards both general strategy and
organisation and equipment.

[...]

It is on this basis that the French Government proposes to
invite Great Britain and the free countries of continental
Europe that agree to take part in creating the European army
jointly to devise how the principles that we have set out can
be put into practice.

[...]

The treaty setting up the EDC was signed in Paris at the end of
May 1952. The signatories were the six States of the ECSC, which
meant that, right after creating the first community, these States
saw a need to set up a mutual defence mechanism — an extremely
ambitious idea. The question of defence is central to State sover-
eignty. And in a democracy, civilians maintain control over the
military. So a joint army would require a shared political authority
that should be democratic in nature. And that is why a European
Political Community (EPC) was proposed alongside the EDC. But
the creation of an EPC would have to await ratification of the EDC
treaty.

6. The EDC fails, and Europe enters crisis

Plans for the EPC were discussed and negotiated, but a turnkey
project was never developed. At the end of August 1954, only
France and Italy still had to ratify the EDC. It was on 30 August
of that year that the French National Assembly dealt the treaty its
death blow. The French government was led by Pierre Mendes-
France who, in the wake of the war in Indochina, may have gone
so far as to enter into secret agreements with his country’s com-
munist politicians in order to prevent a ratification of the EDC
treaty. The Mendes-France government submitted the treaty to
the French Assembly passively, without promoting it or accept-
ing any responsibility for it. The Communist and Gaullist par-
ties joined forces to oppose it, and divisions within other parties
sealed the treaty’s defeat in the voting.
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After France rejected the EDC treaty, plans for a political commu-
nity fell apart as well. This had a lasting effect on European inte-
gration, which then became more of an economic than political
union. And the EDC was one of its founding failures.

7. The Paris Agreements

The United States was convinced that West Germany needed to
rearm. And this major step took place through the Paris Agree-
ments, signed in October 1954 : that is when the Federal Republic
of Germany — West Germany — joined NATO. So that country was
allowed to form a new army, but within the transatlantic frame-
work. This development was inevitable following the failure of the
Pleven Plan, which opposed West Germany’s rearming, and in
view of the Cold War situation.

When West Germany joined NATO, that country’s army, or
Bundeswehr, came into being. This meant that the defence of
Western Europe would be the remit of individual States within a
transatlantic context, without an overarching European compo-
nent. The US would nevertheless maintain its military presence
in Europe, affirming its role as the guarantor of Western Europe’s
security.

8. The Action Committee for the United
States of Europe

With European integration in crisis, Jean Monnet left his position
at the helm of the ECSC in order to found the Action Committee
for the United States of Europe several months later. A successor
to Monnet could not be named immediately owing to a ministe-
rial crisis in France at the start of 1955. It was not until the Messina
Conference in early June 1955, when the heads of the six States

of the ECSC (the “Inner Six”) met, that Frenchman René Mayer,
former president of the Council of Ministers, was appointed to
Monnet’s old post within the ECSC.

Monnet’s aim in giving up his official position in Europe was to
regain the freedom to bring his influence to bear from the out-
side. As the president of the ECSC’s High Authority, Monnet did
what he could to ensure this Community was designed, created
and put in place, yet his actions were confined by his official role.
He was not free to contribute to Europe’s future on his own terms.
In October 1955, Monnet announced the creation of the Action
Committee for the United States of Europe, which included the
main political parties and trade unions of the Inner Six.

In setting up this Committee, Monnet sought to provide a plat-
form for the main political parties within the Inner Six to work
together in favour of European integration. Although these par-
ties were in competition with each other, Monnet was able to bring
them to the table and get them to coalesce around Europe’s shared
interest. The Action Committee had strong links with policymak-
ers but was an officially non-governmental organisation, a sort of
movement in favour of European integration.

The Committee lasted for 20 years, from 1955 to 1975. Monnet ini-
tially thought that the Committee’s role would be short-lived, just
long enough to get past the failure of the EDC and move forward.

Yet the goal of European integration encountered a series of chal-
lenges. The main one faced by Monnet and his Committee was
French President Charles de Gaulle, in office from 1958 to 1969,
whose vision clashed with that of Monnet and the other member
States in numerous respects. The Gaullist years, especially from
1963 to 1969, were particularly difficult for Monnet. He had to
do what he could to hold onto the gains that had been made and
avert a major intergovernmental backlash that could have undone
everything that had been achieved.
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9. The Messina revival

The European project was revived with the Messina Confer-
ence in early June 1955, which focused on two main ideas: a
common market, and a European atomic energy community
(Euratom).

With a common market, Europe would go from sector-specific
economic integration to general economic integration. It would
cover all sectors rather than being limited to individual ones. This
was the brainchild of the Benelux countries, and in particular
Dutch foreign minister Johan Willem Beyen, who took the lead
on this initiative.

The second issue under discussion concerned atomic energy. This
was considered a cutting-edge technology at the time. Europe was
in the midst of the Glorious Thirty and needed more energy to
maintain a high level of economic prosperity. Coal had become a
resource of the past. With theoretical, scientific and then indus-
trial advances in the area of atomic energy, there was a new sector
to build, one that was expected to furnish plentiful energy at a
low cost. It was also expected that this new form of energy would
prevent Europe from becoming overly dependent on oil and other
hydrocarbons.

Euratom became much less relevant in the ensuing years, as
oil was in cheap and abundant supply. In addition, de Gaulle’s
France was not won over by the idea of European cooperation on
nuclear energy. The French were indeed interested in the military
use of atomic energy, and thus sceptical of an atomic community
with purely peaceful intentions. De Gaulle, extremely jealous of
his country’s national sovereignty, did not want European or US
meddling in France’s ambition to use nuclear energy for military
ends.

10. The Rome Treaties come into focus

The Messina Conference was a major success. The foreign ministers
of the Inner Six greenlighted a resolution that would drive both the
common market and Euratom forward. Here are some excerpts:

The Governments of the German Federal Republic, Belgium,
France, Italy, Luxembourg and the Netherlands believe the
moment has come to go a step further towards the construc-
tion of Europe. In their opinion this step should first of all be
taken in the economic field. They consider that the further
progress must be towards the setting up of a united Europe by
the development of common institutions, the gradual merg-
ing of national economies, the creation of a common market,
and the gradual harmonisation of their social policies. Such a
policy appears to them to be indispensable if Europe’s position
in the world is to be maintained, her influence restored, and
the standard of living of her population progressively raised.

[...]

The six signatory States consider that it is essential to exam-
ine ways and means for creating a common organisation
which would have the responsibility and the facilities for
ensuring the peaceful development of nuclear energy, taking
into consideration the special arrangements made by certain
Governments with third parties.

[...]

The six Governments agree that the setting up of a common
European market, free from all customs duties and all quan-
titative restrictions, is the aim of their work in the field of
economic policy. They consider that such a market must be
established by stages.

[...]
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The Messina resolution laid the groundwork for the Rome Trea-
ties. The Spaak Committee, which was set up at the Messina
Conference, completed a report in April 1956 and presented it to
representatives of the Inner Six the following month at the Venice
Conference. This led to an intergovernmental conference where
the States would negotiate their way towards treaties, with the help
of experts.

In autumn 1956, the intergovernmental negotiations reached a
critical stage but were held up by several key questions. The French
were afraid that the open-market approach would go too far and
were not sure how their country’s economic structure would fare
in an integrated Europe. Then there was the question of harmon-
ising social conditions: France had the most advanced social pol-
icies and insisted that their partners adopt the same ones. Further
discussions were held around the status of agriculture and the
question of whether the process of economic liberalisation was
reversible or not.

During this time, two major international crises shook things up:

1. The Suez crisis. In the latter half of the 19th century, France and
the United Kingdom came up with funds and created a company
tasked with digging a canal linking the Mediterranean Sea and the
Red Sea. This vital passage would, among other things, give the
United Kingdom easier access to its empire in India.

This huge infrastructure project was being run by a private com-
pany, with both French and British shareholders. On 26 July
1956, Egyptian President Gamal Abdel Nasser, recently elected,
announced plans to nationalise the Suez Canal Company. Nasser
viewed himself as the leader of an Arab world that was unifying
and coming into its own. His views were strongly socialist, and his
actions were nationalist in spirit but also pan-Arabic and univer-
sal. In nationalising the Suez Canal, Egypt would take over con-
trol of this stretch of water and reap the profits.

The French, British and Israelis joined forces to take back control
over the canal. This led to the Second Arab-Israeli war. In winning
back control over the canal, the French, British and Israelis scored
a military success — but a total political and diplomatic failure. In
the UN, the USSR and the United States did not hide their dismay,
but the French and British held veto power on the Security Coun-
cil and blocked any potential action.

The British were the first to give in to international pressure. Then
came the French, and finally the Israelis. France and Britain drew
conflicting conclusions from this debacle. The French, recognis-
ing their lack of influence at the international level, decided to
focus more on Europe. That change in attitude helped them, in
autumn 1956, move past their concerns and reluctance, much of
which had been based on economic considerations. The British
saw things differently: they felt it was necessary to further their
ties with the US and become its key partner; this gave rise to the
term “special relationship” to characterise dealings between the
US and the United Kingdom. That became a pillar of British pol-
icy and remains so to this day.

2. Hungary. The USSR invaded Hungary at the end of the Second
World War, bringing it into the Soviet bloc in Eastern Europe. Yet
Hungary’s leadership changed in 1956, and the new government
sought to free itself from the Soviet yoke. That was too much for
the USSR, which sent in troops and assumed control of the coun-
try. Hungary was subjugated and, despite some economic liberal-
isation starting in the 1960s, did not gain its independence from
the USSR until the end of the 1980s.

These two events played a decisive role in the November 1956
meeting between the president of the French Council, Guy Mol-
let, and West German Chancellor Konrad Adenauer, removing the
stumbling blocks from the negotiations. Things were much more
straightforward after that, and the outcome of the negotiations
was no longer really in doubt. One last sticking point was whether
or not overseas territories would be included in the common mar-
ket — in the end, they were.
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11. The Rome Treaties signed

The signing of the Rome Treaties, on 25 March 1957, on the Cap-
itoline Hill in Rome, was a highly symbolic moment. The two
treaties created the European Economic Community (EEC) — the
common market —and Euratom. As it turned out, the EEC was the
community that would deliver on the European promise.

The EEC, like the ECSC and Furatom, conformed to the com-
munity model. It was designed to gradually do away with trade
restrictions among the Inner Six and create a customs union.
Following a ten-year transition period, the existing system of tar-
iffs would be replaced by a single tariff. This meant presenting a
united front in international trade negotiations within the Gen-
eral Agreement on Tariffs and Trade — the entity that prefigured
the World Trade Organization. And for that to happen, a joint
trade policy was required. The Europe of Six was becoming a sin-
gle trading partner.

The customs union was another way in which Europe presented
a united front to the rest of the world. It was more than a sim-
ple free-trade zone meant to reduce or remove quotas and tariffs
among member States, with each country maintaining its respec-
tive trade policy and negotiating bilaterally with other countries.
Rather, it was a mechanism for these countries to stand together
and negotiate international trade policy as a united bloc.

Following a transition period, the common market would also
lead to the free movement of workers and common competition
and agricultural policies:

1. Under the competition policy, national borders would be
broadly opened in order to set the stage for fair competition. The
aim was to create a level playing field.

2. The common agricultural policy, championed by France,
emerged from the understanding that free trade was required in

the agricultural sector, not just in the industrial sector. Food was
a priority in continental Europe, which remained haunted by the
hunger and rationing experienced during the Second World War.
This joint policy was underpinned by the need to produce enough
food. The model that was adopted was not only protectionist in
nature but autarkic vis-a-vis non-member States.

Once the treaties were signed in Rome on 25 March 1957, the rat-
ification battle began. France’s five partners, having learnt their
lesson from the EDC, required France to ratify the treaties first,
which ended up being a relatively straightforward process. The
two Rome Treaties entered into force on 1 January 1958.

12. The United Kingdom'’s proposed large
free-trade area (1956-1958)

This project, which the United Kingdom came up with as the
Inner Six were negotiating the Rome Treaties, was tailor-made
for the British. The United Kingdom was an old hand in the area
of free trade and, with the British Commonwealth of Nations,
already belonged to a free-trade union. In creating another free-
trade zone in Western Europe, the United Kingdom would be the
only country in both the Commonwealth and its proposed free-
trade area in Western Europe.

The United Kingdom’s economic appeal would expand, as it could
expect to attract significant American capital, and that would help
grow its economy in general — and its manufacturing sector in
particular — thus enhancing growth and boosting employment.
And as this free-trade zone would not have an agreed external tar-
iff, the United Kingdom could continue to set its own customs
duties and trade policy. Its plan was truly tailor-made, as it did not
include agriculture, which played a smaller role in that country’s
economy. For political reasons, the United Kingdom was banking
on pure intergovernmental cooperation.
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France opposed this plan, which it considered a threat to the com-
mon market. Additional resistance came from the Commission
of the European Economic Community, which began operating
in 1958. The desire to avoid creating divisions within Western
Europe and to seek compromise had its limits, after all. It was
feared that the British plan would “dissolve the EEC like sugar in
a cup of tea”.

In November 1958, following Charles de Gaulle’s return to power,
France announced its withdrawal from the negotiations over a
large free-trade area. The UK’s tactic had failed.

13. Two Western Europes

In November 1959, the Stockholm Convention, which lay the
groundwork for the European Free Trade Association (EFTA), was
signed by seven Western European countries: the United King-
dom, Denmark, Sweden, Norway, Switzerland, Austria and Por-
tugal. The Outer Seven could be viewed as a rival for the Europe
of Six. This organisation harboured no political ambitions, aim-
ing simply to establish an industrial free-trade area that excluded
agriculture.

These two models of Europe, which lacked any connection until
1972, offered alternative and competing visions of European inte-
gration and inter-state collaboration. Historically, as we will see,
the community model proved its mettle and prevailed over the
alternative model, as embodied by the United Kingdom’s attempt
at setting up a large free-trade area.

Chapter 4. Progress in
and limits of European
integration, 1958-2021
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The Delors Commission, 1986.

© Commission européenne

1958 was the year in which the Treaties of Rome came into effect,
establishing the European Economic Community (EEC) and the
European Atomic Energy Community (Euratom).

In this chapter we will discuss developments over the extended
period from 1958 to 2021, from three main perspectives:

— The geographical perspective, from enlargement through to
Brexit.

— The integration perspective.

— The historical perspective, encompassing the various cycles
of crisis and recovery in the European community’s develop-
ment. This perspective is a particularly interesting one because
it shows how turmoil and difficulty can be a driving force for
progress.

1. From enlargement to Brexit

The path of enlargement

When the European Communities were established in the 1950s,
they consisted of six founding members: France, West Ger-
many, Italy, Belgium, the Netherlands and Luxembourg. The first
enlargement took place in 1973 with the addition of the United
Kingdom, Ireland and Denmark, expanding the EEC to the north-
west and bringing the number of member States from six to nine.
The EEC then expanded towards the south in the 1980s, with the
addition of Greece in 1981 and Spain and Portugal in 1986. This
brought the number of member States to ten and subsequently 12.

It is worth noting that the Southern Enlargement occurred only
after major political shifts in those countries. Greece, Spain and
Portugal were dictatorships until the 1970s; once they returned to

European Integration: A Continent in Revolution ‘ 3



European Integration: A Continent in Revolution ‘ =

being democracies, they aspired to join the EEC, which at the time
was the most complete form of union among European States and
included some supranational aspects. These three countries hoped
that joining the common market would bring greater prosperity,
along with assistance from fellow member States to the north,
through a show of solidarity.

1995 saw an Alpine and Nordic enlargement with the addition
of Austria, Finland and Sweden — three neutral countries. These
countries had not been able to join the Communities during the
Cold War due to the importance they place on neutrality. Their
accession therefore marked the first post-Cold-War enlargement.
Note that the 1990 German reunification does not count as a
post-Cold-War enlargement, because West Germany had already
negotiated a clause in the Treaty of Rome specifying that, from a
trade perspective, East Germany would be considered an integral
part of the common market. Therefore Germany’s reunification
served to neither eliminate West Germany or create a new Ger-
many, but rather to bring East Germany’s six Linder into the Fed-
eral Republic of Germany. West Germany’s “Basic Law” — initially
intended to be only temporary — was adopted as the unified coun-
try’s constitution through a mechanism whereby the six Lander
were absorbed into West Germany. As such, no “enlargement”
took place. That said, Germany’s reunification did entail the de
facto expansion of Western European institutions and norms to
the East.

With the end of the Cold War and the collapse of the Soviet sphere
of influence, the mechanisms that the USSR had established —
such as the Council for Mutual Economic Assistance (or Come-
con) and the Warsaw Pact — were dissolved in 1991. At that point,
what Central and Eastern European countries aspired to above all
— especially after being under the Soviet yoke for so long — was a
guarantee of security. NATO was therefore the magic word, while
the EEC offered hopes of prosperity and other economic benefits.

The accession of the States of the former Soviet bloc was known as
the Eastern Enlargement. The entire process — from the fall of the

Iron Curtain to the membership of the first ex-communist coun-
tries — lasted around 15 years, since these countries had to take a
number of steps to meet the EU’s membership criteria. It was not
enough for them to simply declare their desire to join the club.

These nations had been under communist rule for over four
decades and their economies had been controlled largely by the
State. Their economic foundations were extremely shaky; getting
them ready to enter the common market and face the related com-
petitive shock was a real challenge. The preparatory phase lasted
throughout the 1990s. Some countries made the transition to a
market economy fairly well, others less so.

Along with access to a large single market, joining the EU also
gave these countries an opportunity to receive EU funds. The
cash injected provided essential economic support, especially for
building infrastructure.

Central and Eastern European countries joined the EU through
enlargements in 2004, 2007 and 2013. Eight of these countries
joined in 2004 : Estonia, Latvia and Lithuania (three former Soviet
republics) along with Poland, the Czech Republic, Slovakia, Hun-
gary and Slovenia (the first former Yugoslav country to join). Two
Mediterranean countries — Cyprus and Malta — also joined in
2004, bringing the number of EU member States to 25.

Romania and Bulgaria joined in 2007; these countries needed
three additional years to get ready, since their economies were
less advanced and they had further to go to adopt a rules-based
governance system. After their accessions, the EU had 27 mem-
ber States. Croatia (the second former Yugoslav country) joined in
2013. The first exit from the Union took place in 2020, when the
UK left, bringing the number of member States back to 27.

As the EU stands today, four of the member States are neutral:
Ireland, Austria, Finland and Sweden. Cyprus and Malta do not
officially have neutral status but they are not part of a military
alliance. The 21 other member States belong to NATO.
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The appeal of a community of States

The European community, with its various mechanisms and
enlargements, has always been an attractive group to join. An
alternative approach could have been something along the lines of
the European Free Trade Association (EFTA), which was founded
in 1960, but the EEC model proved to be more effective. A major
step forward occurred when the Iron Curtain fell and the USSR
was dissolved.

The Brexit vote

Only one member State has ever chosen to leave the European
community: the United Kingdom. The British people were asked
to vote in a referendum on 23 June 2016, indicating whether the
UK should remain a member of, or leave, the EU. 51.9% of voters
chose to leave.

The UK’s relationship with the EU has always been choppy. The
country did not want to be one of the EEC’s founding members,
probably because it thought the organisation would fail, and
attempted to undermine the European project in the late 1950s by
co-founding the EFTA.

The UK has long been a unionist country that adheres to inter-
governmentalism and does not believe certain powers should be
exercised on a supranational level. It has traditionally supported
cooperation among nations, provided this cooperation does not
infringe on national sovereignty.

The EEC gained traction in the late 1950s and began to over-
shadow the EFTA. The UK, upon seeing that the European project
was working, quickly changed course and applied for member-
ship in 1961. However, French President Charles de Gaulle refused
the request, as he was wary of the close political and military ties
between the UK and the United States.

That is because de Gaulle was still scarred by his experience with
the Americans during the Second World War. Although Winston
Churchill recognised him as leader of the Free French in 1940,
US President Roosevelt viewed de Gaulle as a would-be dictator
and consistently tried to marginalise him. The US had planned to
make France an occupied territory after the war, but de Gaulle was
eventually able to establish Free France as the legitimate French
government. Such tensions were not easily forgotten.

De Gaulle was concerned that America would use the UK as a
Trojan horse for imposing its influence in Europe — something
he wanted to avoid at all costs. De Gaulle’s successor, President
Georges Pompidou, lifted France’s veto on the UK, paving the way
for accession negotiations and eventually the UK’s membership
in 1973.

The left-leaning Labour Party came into power in the UK in 1974.
At the time, Labour was more Eurosceptic than the Conservative
Party. The country held a referendum on EEC membership in 1975
and two thirds of the British public voted in favour of remaining.

Four years later, the Conservatives, led by Margaret Thatcher,
came to power in a general election. Thatcher served as prime
minister for 11 and a half years, from 1979 to 1990. She believed
from the outset that the UK was paying too much to the EEC and
was not getting enough back for its contributions to the budget.
It is true that the UK paid more into the EEC than it received,
mainly because it was allocated very little funding under the com-
mon agricultural policy, since agriculture made up only a minor
part of the country’s economy.

Thatcher brought up the issue — but was the EEC really meant to
return to its members exactly what they put in? If you believe that
the European community was established primarily for economic
and utilitarian reasons, then it is fair to weigh the costs and ben-
efits, even if all the benefits cannot really be quantified. But the
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EEC was not designed to be just a club of nations for intergov-
ernmental collaboration. It also had political ambitions, meaning
that solidarity among member States should play an integral role.

We can compare the EEC at this stage with Switzerland today,
where some cantons pay more to the federal government than they
receive through the government’s “fiscal equalisation” system.
That is the case for Vaud Canton, for instance. However, despite
the comments and criticism, it is generally understood that soli-
darity and redistribution are core tenants of a fully formed federal
state and political union.

The budgetary spat between the UK and the EEC poisoned the cli-
mate in Europe until 1984, when the heads of member States met at
Fontainebleau® and reached an agreement: through a complicated
system of (largely incomprehensible) calculations, the UK secured
a nearly one-third reduction in its budgetary contributions.

The European project gained fresh momentum in 1985 with an
ambitious programme to transition from a common market to a
genuine internal market. Jacques Delors of France was the newly
appointed president of the European Commission that spear-
headed this initiative. The idea was to build on the foundations
laid in the 1960s and 1970s and further integrate member States’
economies to create a European-wide single market.

Many Europeans believed that a single market stood not only for
neoliberalism and deregulation, but also for a shared set of stan-
dards and enhanced policies to support the functioning of the free
market.

5 Meetings of the heads of member States have been held in Brussels (except on some

rare occasions) since the Treaty of Lisbon took effect in 2009. However, at the time of
these events, the meetings were held in the country of the presidency of the European
Council, which was rotated among member States for six-month terms. France held
the presidency in the first half of 1984,

Given Thatcher’s utilitarian vision of the EEC, she was initially on
board with the 1985 programme to make the club an instrument
of deregulation and liberal economic policy. However, when poli-
cymakers in 1988 began promoting a broader scope for the Euro-
pean community — one that incorporated fiscal and social aspects,
and potentially even a single currency and political union — she
changed course. The European project no longer corresponded to
what she had envisioned, and she did not want to see the EEC
evolve into a strong political union.

Thatcher was not opposed to what at the time was called the Euro-
pean Political Cooperation, i.e. a coordinated foreign policy for
EEC member States, because she saw this as being purely inter-
governmental in nature. But she was firmly against the idea of
a stronger union that could set rules for fiscal, social, economic
and monetary policy, or that could evolve into a European-wide
sovereign entity.

By 1988, the general feeling was that the UK was adamantly
opposed to the direction in which the European community was
heading. That year, European Commission President Delors said
in a speech to the European Parliament that by 2000, 80% of the
economic and social legislation in member States could be estab-
lished within the EEC framework. That infuriated Thatcher, who
responded with harsh words in a talk at the College of Europe
in Bruges in September 1988, making her now-famous remark:
“We have not successfully rolled back the frontiers of the State in
Britain, only to see them re-imposed on a European level with a
European superstate exercising a new dominance from Brussels.”

She was concerned that a European “superstate” would trample
member States” national sovereignty. The European community
was in fact evolving, but not towards a superstate. What is striking
about Thatcher’s remarks is the feeling of weakness they betray
with regard to the EEC. Ironically, however, the model adopted by
the EEC was actually largely in line with the UK’s views.
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That said, the European community was undergoing some
changes that the UK did not want and did not like. Because the
UK was still part of the club at the time, it could negotiate exemp-
tions. For instance, the UK opted out of the economic and mon-
etary union, the Schengen area and the Charter of Fundamental
Rights. The EU is still working to achieve a strong, well-formed
political union, a prospect the British hated, and which will take
time to materialise (if it ever does).

Given all these contradictions, it would be fair to wonder why the
UK voted in 2016 to leave the EU. One answer is that it was a pro-
test vote in which the issue of immigration, at a time of accelerat-
ing globalisation, likely played a large role.

The UK’s domestic policy was another important factor. The
United Kingdom Independence Party (UKIP) led by Nigel Farage
had steadily gained in popularity in the years leading up to the ref-
erendum. In addition, a strong Eurosceptic movement had taken
hold in the Conservative Party in the second half of the 1980s.
This movement was driven in part by Thatcher’s growing misgiv-
ings about the European community. When David Cameron took
over as head of the Conservative Party in the late 2000s, he felt he
needed to give something back to his party base. He pulled the UK
out of the European People’s Party (EPP), a large centre-right alli-
ance in the European Parliament, thereby starting to isolate the
UK from the other member States. Cameron accordingly found
himself standing alone in the 2011 negotiations for the European
Fiscal Compact, which was designed to help member States over-
come the major economic, financial, banking and social crisis the
continent was then facing.

In 2013, Cameron announced he would hold a referendum on
EU membership if he won the upcoming general election. He
assumed that Europhiles like himself would win the referendum
and hoped this would help clear away divisions within his party.
To increase his chances of winning, he planned to obtain certain
concessions from the EU before the referendum, enabling him to
put before British voters a package of reforms that he himself had

made happen. However, because Cameron had isolated himself
within Brussels and had not discussed the proposed reforms with
other heads of government beforehand, he got little support from
other EU countries. In the end he was able to obtain relatively few
concessions.

Things slipped further out of Cameron’s hands during the ref-
erendum campaign. His opponents’ highly simplistic, populist
discourse was successful in winning voters over. When the ref-
erendum was held on 23 June 2016, 51.9% of British voters chose
to leave. Cameron was forced to resign, as much as he would have
liked to stay, and former Home Secretary Theresa May — part of
the Remain camp — took his place as prime minister. Theresa May
thus had the arduous task of preparing the UK’s exit from the EU.

The process of withdrawing from the EU is set forth in Article 50
of the Treaty on European Union, as amended by the Treaty of
Lisbon. Prior to this, there had been no provision governing the
withdrawal of a member State in the EU treaties. Under Article
50, a member State wishing to withdraw from the Union must
officially notify EU institutions and other member States of its
decision. It can take the decision unilaterally — it does not have to
request the approval of other member States. This is another of
the EU’s confederal features. From a legal point of view, nothing
changes for the member State until it makes an official notifica-
tion, which the UK did on 29 March 2017, kicking off a two-year
period of negotiation and transition.

Brexit was initially scheduled for 29 March 2019, but the negotia-
tions turned out to be more complicated than expected. The UK
and the EU did not reach a withdrawal agreement until Novem-
ber 2018. One sticking point was how to handle the Irish border.
The 1998 Good Friday Agreement, which brought an end to the
30-year-long conflict in Northern Ireland and restored peace,
introduced a series of power-sharing mechanisms among political
parties in Northern Ireland as well as an agreement between the
British and Irish governments. The Good Friday Agreement called
for all physical borders between Northern Ireland (which is part of
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the UK) and the Republic of Ireland to be removed. The problem
caused by Brexit was that the UK would be required to restore
those borders, since the Republic of Ireland is part of the EU.

Other problems related to the status of EU citizens living in the
UK and of UK citizens living in the EU, and to the UK’s funding
commitments for the EU budgeting period under way.

Once the UK and the EU reached the November 2018 agreement,
which included provisions securing citizens’ reciprocal status and
the UK’s contributions, the Brexit negotiators ran into another
obstacle. The UK parliament rejected the agreement three times
in a row, causing May to cede her position as prime minister to
Boris Johnson in July 2019. Johnson was the former mayor of Lon-
don and his father, ironically, had been a European high official
and a member of the European Parliament. The younger Johnson
worked as a journalist in Brussels early in his career and stood out
for his often-fabricated stories criticising the EU.

He had campaigned in favour of Brexit and once he became prime
minister, negotiated a handful of amendments to the withdrawal
agreement. A general election was held in December 2019 and
Johnson’s party did extremely well. He settled divisions within the
Conservatives by purging it of the most pro-European members
of parliament (they either left or were driven out), resulting in a
much more ideologically consistent party.

The Brexit date, initially scheduled for 24 months after Article 50
was triggered, was pushed back three times: twice under May’s
government (to 12 April 2019 and then to 31 October 2019) and
then to 31 January 2020. The third time was the charm, and it was
on this January date that the UK officially left the EU.

At least that is when it left in theory, but in practice, 2020 was still
a transition year. The UK no longer had a seat in EU institutions
but had agreed to keep applying EU law for one more year. On 1

January 2021, the UK became a “third-party country” and was
no longer subject to EU law or a member of the single market or
customs union.

Negotiations on the future of the UK’s relationship with the EU
were similarly challenging. One contentious issue related to fish-
ing — EU member States still wanted access to British waters, but
the British were not keen to share their fish-laden seas. Another
related to standards on health and safety, the environment and
labour. As a sovereign state, the UK wanted to set its own stan-
dards, but the EU preferred to keep a level playing field in case
it decided to open up the single market again to the UK (even
partially). Member States did not want to find their companies
exposed to excessive, unfair competition from UK firms that had
access to the single market but did not have to comply with the
same level of standards and regulations.

A huge amount of energy went into the Brexit negotiations. The
remaining 27 member States showed a united front behind their
chief negotiator, Michel Barnier of France, who spoke on their
behalf. The EU-UK Trade and Cooperation Agreement was
reached just before Christmas 2020, setting out the conditions
for the two parties’ relationship going forward and preventing the
hard Brexit that many had feared. The agreement was ratified in
2021.

Brexit itself was a lose-lose situation for both sides, although the
UK has more to lose given that the EU economy is bigger. Before
the internal market was established and up until the 1980s, each
European country had its own border checks and set of admin-
istrative procedures for importing goods. For instance, if a lorry
carrying French goods wanted to enter the UK — or vice versa — the
shipping company had to fill out a series of customs forms and
undergo inspections to ensure compliance with health and safety
standards, technical specifications and tax requirements. The
standardisation brought about by the internal market simplified
trade considerably.
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Brexit marked the return of physical borders, with long queues
of lorries waiting to go through customs, which in turn slowed
down trade, created backlogs and pushed up prices. If not
resolved, these problems could have a dramatic effect on the
supply of consumer goods and medicines. We already saw a
marked decline in trade between the UK and the EU in the first
part of 2021.

It will be interesting to see what trajectory the UK’s economy will
now follow. Will it remain a powerhouse that upholds the highest
environmental, tax and labour standards, as the EU strives to do,
thereby ensuring fair competition? If so, member States will be
much more inclined to open their doors to British exports. Or will
the UK follow a path of aggressive deregulation without the same
health and safety, environmental, tax and labour standards? In
this case, British companies would not be competing on an equal
footing with their EU counterparts and would likely have only
limited access to the internal market. The trajectory that the UK
chooses will determine how severe the economic consequences of
Brexit will be in the coming years.

Once out of the EU, the UK did not want to adopt EU laws because
they were incompatible with its definition of a sovereign state. The
UK also rebuked the free movement of people from the EU across
its borders, which had been a key issue in the 2016 referendum
campaign. This automatically excluded the UK from the Euro-
pean Economic Area (EEA) and precluded it from entering into a
Swiss-like bilateral agreement with the EU, since that would entail
allowing the free movement of people. In any case, the EU was not
keen on entering into an ad-hoc bilateral agreement with the UK,
given how complicated managing the one with Switzerland had
proven to be (something EU member States have been complain-
ing about since 2008).

Given that EU membership, EEA membership and a bilateral
agreement were off the table, the UK had two remaining options:
an enhanced free trade agreement like the one the EU has with
Canada, or a watered-down free trade agreement obtained by

applying World Trade Organization (WTO) rules. In other words,
if the two parties were not able to reach a trade agreement, the
standard WTO rules would apply — and the UK would lose out on
economic integration. The solution they eventually found, i.e. the
EU-UK Trade and Cooperation Agreement, allowed for a certain
amount of economic integration but with only limited access to
the internal market.

Brexit was also an opportunity for EU policymakers to rethink
the structure of their union. The departure of a member State
inevitably weakened the union, especially since that State was one
of the biggest. For those opposed to further integration, Brexit
was good news. But from a geopolitical standpoint, the EU was
clearly left with a smaller hand, at a time when the multilateral
world order is under threat and new superpowers are emerging at
a rapid pace.

In short, the EU found itself in a weaker position economically,
politically and from a trading perspective. On top of that came
the risk that Brexit would trigger a domino effect. However, this
risk never materialised, as the remaining 27 member States pulled
together in a remarkable fashion. Worries that Brexit would spark
other separatist movements and eventually lead to the break-up
of the Union prompted the 27 to join forces. Even the countries
most critical of the EU did not want to see it dissolved, because it
provided stability alongside NATO and brought an array of eco-
nomic benefits.

Michel Barnier turned out to be an excellent chief negotiator for
the EU. He came to that role after having served as a French min-
ister and European commissioner. The UK tried to sow division
among member States during the negotiations but was unsuccess-
ful. This does not mean that the EU will never break up; it was
designed by humans and has its share of weaknesses. But it did
prove to be more resilient than many experts and analysts thought
it would be five years ago.
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Since the UK had been one of the EU’s most Eurosceptic mem-
bers, we could reasonably have expected that the European project
would gain fresh momentum post-Brexit. But that turned out to
be only partially true. Even without the UK, the EU is still marked
by diverging opinions, conflict and opposition, generally along
north-south and east-west lines. Nevertheless, member States did
pull together in response to the recession triggered by the Covid-
19 pandemic and passed an ambitious support package and recov-
ery plan. That would have been much harder (if not impossible)
with the UK on board. After Brexit, the EU may find it easier to
move forward on budgetary, financial and military matters.

That said, passing the recovery plan was not easy. The European
Council approved the €750 billion plan in July 2020 after four
days of arduous discussions. Then EU policymakers found them-
selves confronted with another dilemma: should the recovery
funds be tied to a rule-of-law condition whereby member States
that do not comply with the rule of law could see their funds
withheld? This issue arose primarily with Hungary and Poland,
whose leaders are setting up political systems far removed from
the standards generally accepted across the EU. Hungary’s prime
minister has even outlined a vision of “illiberal democracy” for
his country, which would be a stark contrast from the political
systems in the other member States. Most EU countries wanted
the recovery plan to include a rule-of-law condition, but some
— like Hungary and Poland — were afraid that such a condition
could cut off the funding and make it harder for their govern-
ments to stay in power. The EU finally reached a painstaking
compromise, paving the way for the recovery plan to enter into
effect in 2021.

Brexit was not a death knell for the EU, nor did it cause the union
to implode or explode. However, it did reveal important rifts
between member States, and things have not necessarily been
made easier with the UK out of the picture.

2. Enlargement prospects and non-prospects

Accession criteria

In this section, we will look at the prospects (and non-prospects)
for EU enlargement — or in other words, the forward-looking per-
spective of enlargement.

To start with, it would be helpful to review the EU’s accession cri-
teria. To join the Union, a State must be European and uphold cer-
tain principles like freedom, democracy, and respect for human
rights, fundamental freedoms and the rule of law. The European
Council detailed three accession criteria (known as the “Copen-
hagen criteria”) at a meeting in Copenhagen in June 1993. These
requirements are fundamental to join the EU and were applied
during the Central and Eastern European enlargements. They are:

1. Stability of institutions guaranteeing democracy, the rule of law,
human rights and respect for and protection of minorities.

2. A functioning market economy and the capacity to cope with
competitive pressure and market forces within the EU.

3. The ability to take on the obligations of membership, including
adherence to the aims of political, economic and monetary union.

The political criteria illustrate that the EU is more than just an
economic alliance; it is a community of States that share certain
values, including the rule of law, and it also has political ambi-
tions. The economic criteria show that the EU underpins a fairly
deeply integrated social market economy, and that when a country
joins the EU it also enters the internal market. These criteria are
intended to ensure that new members can withstand the compet-
itive shock upon accession.
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These criteria were expanded and fine-tuned at a European
Council meeting in Madrid in 1995. Under the Madrid criteria,
candidate countries must be capable of applying EU rules and pro-
cedures and are expected to adapt their administrative structures
accordingly as part of the preparation process. This is to ensure
that new members can take on the obligations of membership.

For its part, the EU has to make sure it can absorb each new
member State. This means ensuring that its institutions and deci-
sion-making procedures will still be efficient and reliable after
each enlargement, that it will still be able to develop and imple-
ment common policies in chosen areas, and that it will still have
the capacity to fund these policies over the long term.

The Copenhagen and Madrid criteria go hand in hand. Candidate
countries need to be fully ready to become EU member States,
and the EU needs to be capable of absorbing each new member
State. Accession decisions are based mostly on technical and legal
factors, but there is always a political aspect as well.

Throughout the 1990s and 2000s, the EU was torn between a
desire to strengthen its institutions — or at least not frustrate what
had already been achieved — and to expand geographically. Many
worried that enlarging too quickly or too hastily would prevent
the Union from becoming stronger and could even cause parts of
it to unravel. The 1990s were marked by disagreement between
those who believed enlargement was going too slowly and those
who believed it was going too quickly.

There was also the issue of what it means for a country to be “Euro-
pean”. Argentina, Nigeria, Pakistan and Australia, for instance,
are clearly not European and could therefore not be candidate
countries. However, what exactly are the prerequisites for being
European? It is a long-standing, complicated question, and the
answer is clearly not just geographical.

If we do look geographically, we could say that Europe stretches
from the Atlantic to the Urals and down to the Mediterranean.

But there is more to it than that — there are also entwined aspects
relating to history, culture, values and institutions. The concept
of Europe itself is extremely complex. The EU has asserted that
a State must be European to join, and more concretely, must be a
member of the Council of Europe. But this Council has 47 mem-
bers, not all of them European, indicating that the EU is thinking
more broadly than its geographical borders.

There are no clear boundaries to Europe, so no black and white
guidelines for determining whether a country is “European” or
not. It is an important question that could be debated at length. To
give an example, Israel has expressed a desire to join the EU. That
has not led anywhere, but would Israel even be eligible under the
“European” criteria?

The current state of enlargement

Five countries are currently EU candidate countries — Albania,
Montenegro, North Macedonia, Serbia and Turkey — and two are
potential ones: Bosnia and Herzegovina and Kosovo. The five
candidate countries have already started transposing EU law into
domestic law, and accession negotiations are under way with three
of them: Montenegro, Serbia and Turkey.

The EU’s relationship with Turkey is complex and dates back to
before accession negotiations began in 2005. The country entered
into an association agreement with the EEC (known as the
Ankara Association Agreement) in 1963 to gradually set up a cus-
toms union, a process that was completed in 1995. Turkey applied
to join the EU in 1987 but it was not officially recognised as a
candidate until ten years later, in 1997. It then took another eight
years for accession negotiations to begin. The EU has in any case
decided that eight chapters of the negotiations will not be opened
until Turkey agrees to apply the Additional Protocol of the Ankara
Association Agreement to Cyprus.

European Integration: A Continent in Revolution ‘ S



-
o
o

European Integration: A Continent in Revolution ‘

Cyprus is a former British colony that is now independent. Turkey
invaded the northeast part of the island in 1974 and declared it the
Turkish Republic of Northern Cyprus — a republic that only Tur-
key currently recognises. The international community tried to
pacify relations, especially after Turkey erected a physical border
on the island, and the UN attempted to coordinate a reunification,
but failed.

Greece wanted Cyprus to be part of the EU at all costs, and Cyprus
became a member in 2004. The part of the island that joined was
the Greek-speaking part (where Greek culture is also predomi-
nant). By opening its door to Cyprus — technically the whole
island since the EU does not recognise the Turkish part — the EU
imported the Cyprus dispute and tainted its relationship with
Turkey. The EU’s signal was clear: the island should be reunified,
which meant Turkey needed to withdraw from the north-east-
ern part, something Ankara was loath to do. This set the stage
for a dispute. The EU agreed to begin accession negotiations with
Turkey, but they will not be concluded until the Cyprus issue is
resolved. The EU is using Cyprus as an instrument for exerting
pressure on Turkey.

Meanwhile, Turkish sentiment towards the EU has changed. Polit-
ical developments in the country have diminished its prospects for
joining, especially since the army’s failed attempt to overthrow
the government in the summer of 2016. President Erdogan has
become increasingly authoritarian and has introduced a series of
measures tightening the reins on civil society, universities, the jus-
tice system and opposition parties.

What’s more, Turkey’s foreign policy is pivoting towards the Mid-
dle East. The country has been heavily involved in the Syrian
conflict, for instance. And because it is the country housing the
most Syrian refugees, it also plays a central role in issues related
to migration. The EU entered into an agreement with Ankara in
2015 whereby Turkey would accept more migrants in exchange
for financial aid. Turkey helped a lot during the migrant crisis,

although President Erdogan has also used it as a political instru-
ment: he regularly threatens to “open the floodgates” into the EU,
which would cause huge problems for the continent.

The migrant crisis is one example of where peoples’ lives are
unfortunately being instrumentalised and used as geopolitical
pawns. The way things currently stand, the prospects for Turkey
being able to join the EU are slim.

This raises the question of why the accession negotiations have not
simply been called off. The likely answer is because neither party
wants to take the initiative to end them. The current ambiguity
serves the interests of both sides.

Accession negotiations for Montenegro began in 2012 and for Ser-
biain 2014. Albania became a candidate countryin 2014 and North
Macedonia in 2005, but accession negotiations for these countries
have not started yet. Discord within the EU itself is slowing the
accession process: France is opposed to the enlargement and
blocked the opening of talks in 2019. Things began moving again
in March 2020, when the European Council agreed to open nego-
tiations. A draft negotiating framework was presented to member
States in July 2020.

Bosnia and Herzegovina and Kosovo are not yet candidate coun-
tries, but the EU has agreed to let them begin the accession process
when they are ready. Both countries still have steps to take to meet
the Copenhagen and Madrid criteria.

Geographical limits to enlargement

How far will EU enlargement go? It is an important, intrigu-
ing question tied closely to the issue of Europe’s boundaries in
general. And it is not easy to answer. The issue of the limits to
enlargement did not need to be considered when the European
community was first established during the Cold War. Back then,
the EEC was made up of a handful of countries covering a growing
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part of Western Europe but which never exceeded that sphere. It
was only when the Cold War ended and the continent reunified
that the issue arose, and soon became a problematic one.

One way to look at it is to distinguish between three types of
countries. First, there are Western European countries that do
not want to join but could probably start accession negotiations
if they changed their mind; this group would include Iceland,
Norway and Switzerland, for example. Iceland and Norway have
been members of the EEA since it was established in 1994 and are
happy with this arrangement; for now they do not intend to join
the EU. Norway has rejected membership twice, in referendums
held in 1972 and 1994. Iceland applied to join in 2009 after its
economy was battered by the 2008 financial crisis but withdrew
its application in 2015. Switzerland would prefer to continue with
the bilateral agreements, although this approach is riddled with
obstacles and pitfalls.

The Balkans are the second type of country. They still have a lot
of challenges to overcome in transitioning their economies and
governance systems, meaning their timeline for joining the EU is
long and uncertain. However, there are, in theory, no questions
about their eligibility to join; the EU is ready to begin accession
negotiations provided they meet the criteria.

Today, EU member States are not as enthusiastic about enlarge-
ment as they used to be. The EU has spent the past 15 years bounc-
ing from once crisis to another and is happy to put accession talks
on hold for now. With regard to the Balkans, their membership
should be just a matter of time and effort, but in reality, there is
always a chance that something could derail the accession process.
Especially since global powers outside the EU have been flexing
their muscles and trying to sow division within the region. That
is all part and parcel of geopolitics. China and Russia could be
tempted to take advantage of strife within the EU to fill the geo-
political void in the Balkans. Both these powers are manoeuvring
carefully and strategically, and the Balkans are clearly in their
sights. For its part, the EU tends to reason more in economic,

political and institutional terms than in geopolitical ones when it
comes to enlargement, although policymakers have become more
attuned to geopolitical issues in the past few years.

The third type of country are the “problematic” ones, like Ukraine.
This country became an independent republic in 1991 after the
collapse of the USSR ; due to its geographical location, history and
culture, it is destined to be part-Eastern, part-Western. However,
Russia traces its historical origins back to Ukraine and does not
want to see the country fall within the Western sphere of influ-
ence. Ukraine itself is a divided country: the western part seems
to support closer ties with Europe, while the eastern part appears
to be closer to Russia.

This split is reflected in Ukraine’s domestic politics. The gov-
ernment initially tried to maintain close relations with Russia
while keeping one eye to the West, but that changed with the
2014 Maidan Revolution. Ukraine’s new leaders wanted to move
politically closer to Europe and join NATO, a step Russia found
unacceptable. The situation deteriorated rapidly after 2014 and
Russia began a military-style conflict on Ukraine’s eastern border,
a region where tensions were high and Russia has fuelled separat-
ist sentiment. Russia eventually annexed Crimea in violation of
international law.

Ukraine’s economy is also on shaky ground. When the Cold War
ended, the country was at the same stage of economic develop-
ment as Poland. However, Poland — thanks to some deep-rooted
changes to its economy along with its membership of the EU —
was able to triple its real GDP per capita and improve the qual-
ity of life of its citizens in the space of just one generation. Over
the same period, Ukraine stagnated. Absorbing Ukraine would
be very difficult for the EU even from just an economic stand-
point. And politically, in light of Russia’s hand in the country, it
would be a quagmire. That is why talks on Ukraine joining the EU
and NATO are not on the table for now, despite the wishes of the
majority of Ukraine’s people and its leaders.

—
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Here, it is worth mentioning Belarus, a former Soviet State that
we could easily call Europe’s last remaining dictatorship. Democ-
racy is broken in the country, elections are not free, and its pres-
ident, Alexander Lukashenko, has been in power since 1994. He
claimed victory in the country’s most recent presidential elec-
tion in August 2020, but the EU refused to recognise his win and
announced a series of sanctions. In the past, this part of Eastern
Europe was called Byelorussia or White Russia, indicating its his-
torical ties with Russia. Today the connection is still strong and
Russia does not want to see Belarus pivot to the West. That may be
what the Belarusian people want, but Lukashenko’s government is
keeping its dictatorship firmly in place, including through repres-
sion. Russia is clearly using its relationship with Belarus to further
its own interests and doing everything it can to keep Lukashenko
in power. Belarus is nowhere near on the same level as Ukraine in
terms of domestic politics and institutions.

Geography has always been a key factor in shaping the European
community. New members have joined regularly and further
enlargements will likely occur in the coming years, but we do not
know exactly where “Europe” will end. The future is by nature
unpredictable. So far, Brexit, with all its ins and outs, has been the
only narrowing of the EU.

3. Strengthening integration among member
States

From a common market to an internal market

The first step in the strengthening of European integration was
the transition from a common market to an internal market. The
common market was a key element of the 1957 Treaty of Rome
(which entered into force in 1958) and was based largely on a cus-
toms union: an area in which all tariffs, quotas and other barriers
to trade were eliminated between member States. The common

market also established a joint policy for trade with outside coun-
tries so that member States could speak with a single voice and
negotiate as a single trade bloc. The customs union and common
commercial policy were introduced without much difficulty in
the 1960s. These elements formed the foundation of the common
market and established the free movement of all types of indus-
trial and agricultural goods. The agricultural sector was given
special treatment in the common market through protectionist
clauses and a common agricultural policy to support local food
producers.

In addition to the free movement of goods, the common market
also allowed for the free movement of workers. The other elements
of the market were harder to promote.

Policymakers were able to introduce the common market — and
thereby strengthen European integration — fairly easily in the
1960s because it was a period of rapid economic expansion. This
also set the stage for a virtuous circle, since deeper integration in
turn boosts economic growth. But in the beginning, the auspi-
cious economic climate made it easier to move forward with eco-
nomic integration.

Another factor that helped was that member States’ economies (six
at the time) were structurally very similar. Economists have noted
that this facilitates intra-industry (as opposed to inter-industry)
trade, providing a further boost to integration. Europe experi-
enced a golden age of economic expansion that lasted until the
1970s and during which the common market steadily took shape.

Things got more complicated between 1973 and 1984, as the eco-
nomic climate deteriorated. After the Bretton Woods system col-
lapsed and countries introduced floating exchange rates, many of
them lost control of monetary stability and experienced bouts of
inflation. The end of the golden age also marked the end of an
economic utopia — the idea that you could have some inflation in
return for strong GDP growth, and that this inflation could be
kept under control.
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The 1970s therefore saw chaos in the currency markets, coupled
with a series of supply shocks. This structurally dampened GDP
growth and lifted unemployment. Economists began to grasp the
full effects of these shocks only in the latter half of the 1970s. It
was a tough period for member States’ economies, and also for
their policymakers. Output was no longer expanding like it had
been; countries were experiencing years of recession and skyrock-
eting unemployment; and inflation was a persistent threat. Econ-
omies had entered the no-man’s land of stagflation, i.e. stagnant
GDP growth coupled with high inflation. Such conditions were in
no way favourable to seamless economic integration.

This and other factors created a series of political and institu-
tional challenges starting in 1973 that ushered in a bleak period
for integration (at this point the EEC had nine members). Crises
can often be a catalyst for positive change, but sentiment at the
time was mostly negative. News articles began appearing regularly
in 1974 hypothesising the end of the common market. While it is
true that commitment to the European project had waned, and
perhaps some alarm bells were going off, the European commu-
nity was far from collapsing. Cassandras have been predicting its
downfall ever since it was first established, but those predictions
have never materialised. While the European community has not
always developed according to plan or in a linear fashion — it has
often been a case of two steps forward, one step back — the inte-
gration process has proven more resilient than one would have
thought from reading certain editorials or taking a short-term
view.

That said, in 1984 the European community was in poor shape.
The first signs of a turnaround came with the agreement reached
that year on the UK’s budgetary contributions. Sentiment picked
up further with the programme to transition from a common
market to an internal market. The aim was to give further impe-
tus to economic integration, and this was to be achieved through
a series of around 300 measures between 1985 and 1992.

The internal market concept was formally established with the
1986 Single European Act (SEA), which was the first major revision
of the Treaty of Rome and entered into force in 1987. It defined the
internal market as “an area without internal frontiers in which the
free movement of goods, persons, services and capital is ensured”.

Within the European community, there was broad consensus on
the idea of establishing an internal market. The requisite 