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1 A supranational or a 
decentralized EU?

Politics is policy. This statement is no surprise to speakers of European
languages with Latin roots such as Spanish, where the word política
means both politics and policy. It may be a surprise to English speakers
who may associate the word “policy” with something that is detached
from a world of politics that we sometimes distantly observe on our
televisions. However, policy is significant precisely because it consists
of political decisions that have a significant impact on all citizens’ lives. 

Several examples of policies that may be made by governments on a
daily basis help illustrate why policy per se is significant to you as a
student and a citizen. One example is seen when a government decides
to raise taxes on products that come across the border and are imported
into your country: this will affect the goods that you can buy as well as
the prices that you pay for them. Another example is seen when a
governmental regulatory agency oversees the process of two compa-
nies seeking to merge together. If the regulatory agency allows a
merger that entails massive layoffs, then this may affect the unemploy-
ment levels in your city if one of the companies is based there. Or,
perhaps you or your family are considering buying a house. If a central
bank raises its interest rates, this will ultimately determine your deci-
sions regarding whether or not you can afford a new dwelling. What do
you plan to eat tonight? If a government decides to help farmers by
way of subsidizing their operations, this may determine what products
are available on the market and, inevitably, on your dinner plate.
Another policy decision of importance to your life would be whether or
not there is a hike in the minimum wage. This will have an impact on
your spending during the next month and may even decide whether or
not you will be able to make ends meet during the year. A government
clamping down on immigration may also change the social fabric of
your society. And if your government decides to go to war against
another country, then you may be killed or injured if there is retaliatory
action. This was recently seen in Spain and the UK where governmen-
tal participation in the Iraq War was directly linked to bombs later
being planted in Madrid and London, killing hundreds of innocent citi-
zens on public transport. Policy matters because decisions made by
your leaders have significant impacts on your lives.

Over the last 25 years public policies that affect European citizens’
lives have not only come from national governments. Rather, students
of politics, economics and sociology have paid increasing attention to
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European Union (EU) policies because the supranational level has
gained increasing competences as European integration has deepened
over recent decades. Where national governments used to have sole
prerogative to legislate in a policy area, the EU is increasingly gaining
power to make policies on behalf of its member states.

The European integration project started in the 1950s as an answer
to the horrors of the Second World War. Integration measures were
regarded by the founding fathers as guaranteeing peace across Europe,
and especially between the historical enemies France and Germany.
The first steps towards integration related to economic issues: the
Treaty of Paris was signed by Belgium, France, West Germany, Italy,
Luxembourg, and the Netherlands in 1951 to form the European Coal
and Steel Community (ECSC), and the Treaties establishing the Euro-
pean Economic Community (EEC Treaty) and the European Atomic
Energy Community (Euratom) were signed by the same six countries in
1957, leading to the creation of the European Community. Although the
1960s and 1970s witnessed a type of deadlock among the various
member states of the EU, wherein it was difficult to achieve consensus
on the future of the European Union, the 1970s would represent a turn-
ing point. Because international economic pressures threatened to force
Europe into a recession, the EU was forced to respond in a way that
would ensure its future longevity. 

These external forces were no different from those facing the United
States at the time: pressures from economies such as Japan that increas-
ingly exported to the United States, coupled with the oil crises
throughout the 1970s, forced a declining United States to change poli-
cies in order to re-establish itself as world economic giant. In the case of
the EU, the road to recovery from a similar economic decline during the
late 1970s and early 1980s lay in developing and consolidating the
single European market. Such a market represented a huge free-trade
area within which businesses could operate and increase their
economic strength. Thereafter, a single currency was seen as a means to
copper-fasten the status of Europe in the world economy.

With this in mind, one may argue that the supranational level has
gained increasing responsibility precisely because of economic global-
ization: the independent force of national governments may, in some
cases, be less effective for the future of Europe in the global economy
than the force of a centralized EU voice. In order to secure a strong foun-
dation for Europe’s place in the world economy, the member states that
comprise the EU may seek to exert a unified force under the banner of the
EU in certain areas. The idea of developing strong, cohesive policies in
the face of economic globalization can be regarded as one of the main
driving forces in European integration, resulting in the Single European
Act (1986), the Maastricht Treaty (or Treaty on European Union (TEU),
1992), the Amsterdam Treaty (1997), the Nice Treaty (2001) and diverse

UNDERSTANDING EU POLICY MAKING
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enlargement rounds.1 The most recent step, which has been taken by the
EU, but which seems close to being shelved since French and the Dutch
electorates vetoed the idea in referendums, was the so-called European
Constitution of 2005. The Constitution represented a further deepening
of European integration by deciding where Brussels could have increas-
ing policy competences and by setting the basis for a firm political union
of the 25 states that currently comprise the EU. 

In this regard, observers have alluded to the importance of several
key policies, which this book denominates as 1st order policies, which
have been significantly developed at the EU level over the last 25 years:
single market policies, concerned with the establishment of an inte-
grated capitalist market where economic actors can thrive; competition
policies, which seek to ensure a level playing field in this free-trade
area; economic and monetary policies, which serve as a basis for a
common currency that facilitates trade and allows the EU to move
towards becoming an economic hegemon vis-à-vis the United States
and Japan; and a Common Agricultural Policy, which represents a
price-support system for farmers that guarantees production of essen-
tial products for European citizens. In these 1st order policy areas one
sees a centralized and strong EU that seeks to make its mark on the
world in the context of other major players in the world economy such
as the USA, Japan, China, India and Russia. 

The main institutions of the EU (such as the European Commission)
and representatives of national interests (such as the Council of Minis-
ters) classify 1st order policies as being of “high importance”, or a
priority to develop: harmonization of policies on this dimension across
the EU level will eventually establish a strong position for Europe in
the globalized economy vis-à-vis other international players. This
“deepening” of the integration process will eventually result in a
diminishing, if not completely nullified, role for national governments
in these policy areas. Broadly speaking, 1st order policies are those in
which major efforts to reach integration have been made, and therefore
where integration in terms of harmonization and transfer from the
national to the supranational level has taken place smoothly. European-
wide policies are promoted and guaranteed because deepening inte-
gration in these issues has been considered positive and absolutely
necessary by the parties involved. National differences do not prevent
common agreements. Supranational and domestic players regard
themselves as winners when finding a European-wide solution,
whereas they believe that adherence to independent national measures
would result in a negative-sum game for all.

In contrast to such 1st order policies are what we define as 2nd order
ones. Here one sees a decentralized EU, where national governments
have maintained their sovereignty. In such areas, the EU level has not
fully “taken away” the power of national governments: national

A SUPRANATIONAL OR DECENTRALIZED EU?
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governments have not transferred power to the EU-level and are reluc-
tant to do so. In other words, the EU’s policy competences in such areas
remain weak and ill defined, and intervention by the EU is regarded
with suspicion. Key examples where there is little evidence of full
harmonization are seen in social policies where, despite calls for a EU-
wide Social Charter in the early 1990s, member states of the EU still
maintain legislative power over key aspects of labour market rules that
regulate the working conditions, including minimum wages, unem-
ployment regulations and social security. Another example is seen in
immigration policies, where member states have retained a large
degree of control in determining which immigrants can come into their
countries. And a final example is seen in foreign policies, where
member states have not acted in a unified manner under an EU flag,
but rather have retained their sovereignty to pursue independent mili-
tary action abroad. This was acutely seen in the recent Iraq War where
Europe remained almost shamefully divided: on the one hand, states
such as the UK, Spain and Italy pursued military action alongside the
USA, while others such as France and Germany were against war. 

With these ideas in mind, one sees that in contrast to 1st order poli-
cies, it is more difficult to achieve EU-wide consensus when 2nd order
policies are negotiated. As such, significant supranational agreements
that nullify, or at least diminish the importance of, national level poli-
tics would not be expected to be found in 2nd order EU policy areas.
Because integration here is mistrusted, challenged, or not actively
pursued, national sovereignty in these policy areas is thus broadly
accepted. In these areas, member state governments and their legisla-
tures have the final say, leaving a myriad of nationally based rules
governing these policy areas.

With the above in mind, this book has two driving questions. First, can
we find solid evidence of 1st and 2nd order policies at the EU-level?
Second, if so, why and how do policies become of 1st and 2nd order
nature? Working hypotheses that will be tested throughout this book are
that there are several 1st order EU policies, largely economic in nature,
that are deemed a priority for the EU by actors at both the supranational
and the domestic levels, and that there are several 2nd order ones that
have relatively less importance. We hypothesize that developing 1st
order policies will largely benefit capital actors and allow the EU as a
whole to be a significant, perhaps even hegemonic, economic power in
the global economy. Such policies include single market policies, compe-
tition policies, monetary policy and agricultural policy; they have been
adopted to create a competitive and efficient, but also protected EU
market wherein major capital actors can thrive in the context of global-
ization. Below such 1st order policies, however, are those that can be
considered “2nd order”, which do not necessarily form a key part of the
EU policy-making agenda and which domestic and EU leaders may

UNDERSTANDING EU POLICY MAKING
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sometimes effectively ignore. We hypothesize that such 2nd order poli-
cies are not of particular concern to capital actors. As mentioned earlier,
they include social, immigration and foreign policies, which largely
remain under the remit of national governments.

This book first tests the above working hypotheses about the existence
of 1st and 2nd order policies in the EU by focussing on the policies’ evolu-
tion over time. Second, it examines what factors lead to a policy becom-
ing 1st or 2nd order in nature. It does so by examining which actors have
been involved in the formulation of the policies and analysing their
desires to see a “two-dimensional” EU public policy space develop,
where some policies are deemed more of a priority than others. On the
basis of this examination of the actors involved, the book characterizes
the policy formulation process by referring to theories of policy making
that have been considered essential in the literature on European integra-
tion and comparative politics, as discussed below. In other words, several
significant, interlinked, questions will be asked in a way not hitherto
addressed in existing texts2 by fully studying competition, single market,
economic and monetary, social, agricultural, immigration and foreign
policies in the EU:

• What has been the historical development of each policy?
• Through analysis of its history and evolution, can one characterize

the policy as indicative of either a strong centralized EU, or a weak,
decentralized one where there has been a lack of harmonization? In
short, does the evolution point to a 1st or 2nd order policy?

• Which actors have been involved in the formulation of aspects of
the policy? Which factors, such as the potential desire to increase
economic power and secure a role for Europe in the global econ-
omy, have guided these actors to act in such a way?

• Given the nature of the actors that have been involved, how can
one theoretically characterize the policy’s development in the light
of different theories taken from the literature on EU integration and
comparative politics?

• Taking all the policies together, does analysis of the answers to the
latter two questions help us better understand why policies become
of 1st order or 2nd order in nature?

Policy making at the European level: definition of key terms and
structure of book

While we have already defined the concept of 1st and 2nd order poli-
cies, it is useful at this stage to briefly define three terms – policy formu-
lation, actors, and theoretical characterization – that constitute key
elements of the questions addressed in the book. Turning to the first
key term, policy formulation, we refer to a two-stage process in policy

A SUPRANATIONAL OR DECENTRALIZED EU?
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making, drawing on concepts previously outlined by Peterson.3 Peter-
son’s three-stage process refers to, first, a “policy-setting” stage;
second, the “policy-shaping” stage where policy is formulated by inter-
actions among different actors; and, third, the “history-making” stage,
where decisions formulated through the policy-setting and policy-
shaping stages are formally agreed on, for example in the European
Council or diverse intergovernmental conferences (IGCs).4 Although
the last stage of his analysis is less important for the purposes of this
book, because it is often a pure formality in the policy process, the first
two stages are of significance for our purposes. However, we argue that
a change of terminology may help clarify what exactly occurs at these
stages. We thus define Stage 1 as being representative of a policy-initia-
tion stage. Whereas “policy setting”, as referred to by Peterson, may be
conceived as simply laying out the full blueprints of a policy, “policy
initiation” in our view clearly indicates the “institutional setting”
responsible for first thinking that new rules, regulations or directives
need to be pursued. Similarly, the term “policy shaping”, as used by
Peterson, in our view does not capture the dynamics when policy is
actually “negotiated”. From this perspective, policy is not simply
“shaped”, it is “bargained” over between actors. Hence, we refer to the
second stage of policy formulation as the negotiation stage.

Turning to the next key term in the research objective, namely the
concept of “actors” which is discussed in more detail in Chapter 2, we
refer to both public officials and specific private actors – also referred to
as lobby groups – that may partake in the different stages of the policy
formulation process. Among public officials we identify “EU Institu-
tional” players that include several key agents. The most prominent are:
the Council of Ministers, comprised of ministers of national-level govern-
ments; the European Commission, which is headed by Commissioners
who theoretically represent the interests of the EU as a whole; the Euro-
pean Parliament (EP), which consists of members elected from each
country every five years; and the European Court of Justice (ECJ), which
is the highest court within the EU judicial system. The second set of
actors, which we refer to as the “EU lobby groups”, include economic
groups, professional groups and public interest groups which aim to
influence EU institutional actors, especially at the policy negotiation
stage. Building on the pre-existing literature on EU lobby groups, Chap-
ter 2 argues that the economic lobby group is comprised primarily of
capital actors. Professional groups include both trade unions and the
farm lobbies, while public interest groups consist of organizations such
as, for example, those concerned about gender issues. While this chapter
is essential reading for those students new to the study of the EU,
students and practitioners with a working knowledge of EU institutions
and interest groups who are more eager to learn about theoretical issues
involved in policy making may skip straight to Chapter 3.

UNDERSTANDING EU POLICY MAKING
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The term “theoretical characterization”, which is discussed more
fully in Chapter 3, refers to the different decision-making models found
in both EU integration studies and the literature on the comparative
politics of industrialized states that may add insight into the interaction
of actors who participate at the different stages of policy formulation.
Five main theoretical perspectives are used in this book: supranational
governance, intergovernmentalism, pluralism, corporatism and domi-
nant economic class theory. The first two perspectives are the suprana-
tional governance and intergovernmentalist perspectives, which we
will argue in a similar vein to Peterson are of value in order to under-
stand policy initiation at the EU level; they are representative of the two
major theories recently focussed on by scholars of EU politics. Supra-
national governance5 broadly suggests that EU institutions, with a
particular focus on the Commission, play a determinant policy role by
unilaterally initiating policies. 

The second theoretical strand, intergovernmentalism,6 is distinguish-
able from the supranational governance approach because it focusses
more closely on the actions of one of the EU institutions, namely the
Council of Ministers. It argues that EU policy-formulation is driven
solely by national interests as represented in the Council and that the
other EU institutions, such as the Commission and Parliament, are of
secondary importance, given that they have a limited role or simply
decide on those matters that the Council of Ministers have delegated. 

The third, fourth and fifth perspectives, which represent theoretical
approaches rooted in the literature of comparative politics, are the
pluralist, corporatist and dominant economic class perspectives. We
argue, contrary to Peterson and most other scholars theorizing on EU
politics, that these perspectives may be particularly useful in under-
standing developments at the stage when policy is being negotiated.
Pluralism argues that all interest groups have roughly equal access to
the policy-making process, and hence have a virtually equal ability to
influence policy making.7 Corporatism contends that specific interest
groups, namely those representing capital and labour, enjoy semi-
institutionalized fixed positions in the policy-making process.8 The
dominant economic class (DEC) perspective, which is a new theoretical
perspective to the study of European integration developed in this
book on the basis of writings by neo-Marxist scholars, suggests that
corporate capital can exert disproportionate influence on policy
making to the exclusion of other interest groups.9

By incorporating these different theoretical perspectives in order to
better understand policy formulation in the EU, this book suggests
that a plurality of theories are needed in order to understand key
aspects of European integration. Using the empirical evidence uncov-
ered in the policy chapters, as discussed below, the theoretical char-
acterization of the policy initiation and negotiation stage may take on

A SUPRANATIONAL OR DECENTRALIZED EU?
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different forms, depending on the policy being studied. For example,
if the evidence suggests that the Commission played a main role, this
suggests the importance of supranational governance; if the Council
played a key role, then intergovernmentalism is of value; if several
interest groups were allowed to help negotiate, this suggests plural-
ism; if only labour and business developed policies along with the EU
executive, this points to corporatism; and if capitalist economic actors
acted alone to the exclusion of other social interests, this points to the
significance of the DEC perspective. As elaborated in Chapter 3, there
are different possible theoretical combinations of perspectives which
may be exemplified in each of the policy areas, particularly given that
the analysis offered here distinguishes clearly between the initiation
and negotiation phases of policy. 

We encourage even those readers who are familiar with the different
theoretical perspectives used in this book to read over Chapter 3, because
it underlines an essential argument not hitherto fully developed in the
literature: a plurality of theories from different sets of literature is essen-
tial in order to understand how EU policy is formulated across different
policy areas. We are of the view that having a plurality of theories helps
bridge a debate currently seen in two different disciplines that have
attempted to understand the EU. On one side of the debate, students of
EU politics have analysed the merits of “EU specific” theories, such as
supranational governance and intergovernmentalism, in explaining
European integration.10 However, absent from this debate is the desire to
fully transpose other theoretical models from the comparative politics
literature, in order to help better characterize EU integration. On 
the other side of the debate, there are several studies of interest group
behaviour in the EU.11 Yet there is no firm or tight analysis of how these
developments may be tied together with key theoretical debates from the
comparative politics literature, while being linked to those theories
utilized by students of EU integration. 

With these points in mind, incorporating several theoretical perspec-
tives in order to better grasp EU public policy formulation transcends
the existing literature in two main ways. First, it adds further theoreti-
cal insights on the role of interest groups in European integration,
moving beyond the traditional debate regarding whether or not the
supranational governance and intergovernmentalism perspectives are
important in understanding EU integration. Second, it attempts to
more fully integrate analysis of all potential actors involved in policy
making, including EU interest groups, across different policy areas
with analysis of EU institutions, while simultaneously being guided by
theoretical debates from the comparative politics literature.

Having considered Chapter 2 which is concerned with EU institu-
tions and actors and Chapter 3 which deals the different theoretical
perspectives to be used in the study, readers can then turn to Chapters 4
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through 10 which constitute the empirical heart of the book. These chap-
ters offer an examination of the evolution and formulation of seven main
EU public policies: single market policies (concerned with creating a
single, integrated European free-trade area), competition policies (which
include initiatives to create a level playing field in this market by way of
regulating mergers, promoting liberalization, and controlling state aid),
economic and monetary policies (the creation of the single currency, or
euro), agricultural policies (whose objective is to subsidize farming activ-
ity in the single market), social policies (which have the theoretical objec-
tive of guaranteeing workers’ rights in the European market), freedom,
security and justice policies (dealing with issues such as immigration,
asylum and citizenship rights in the EU), and external policies (includ-
ing political relations with countries outside the EU as well as economic
accords with other non-EU states.)

Before we outline the structures of the empirical chapters wherein
specific policies are examined, readers should note that analysis of these
issues is based on the idea that they offer a representative sample of the
types of policies that fall within the two main traditional classification
schemes: the Three-Pillar classification and Hix’s12 five-fold classifica-
tion. In more detail, the first scheme is based on what are traditionally
referred to as the “Three Pillars” of the EU. Of the pillars, the first (and
largest) refers to areas of traditional cooperation in the Community.
These include, as discussed in this book, single market, competition,
economic and monetary union, agricultural and social policies, as well as
others not analysed here such as environmental, trade, transport and
regional policy. The second pillar, introduced in the Maastricht Treaty,
relates to issues of common foreign and security policy. Specific policies
within this pillar include external security (as reflected in the examina-
tion in this book of the EU’s position towards the Iraq crisis), conflict
prevention and dealing with economic crises. The third pillar, also estab-
lished in Maastricht, relates to cooperation in justice and home affairs.
EU policies with regard to immigration, asylum, internal security and
international crime are examples of policies found within this pillar.
Taken together, the key policies studied in this book represent a sample
across a wide range, reflecting the main issues within each of the three
Community pillars. 

A second classification system of EU policies is seen in the work of
Hix, who refers to five broad types of policy areas: regulatory, redis-
tributive, economic and monetary, citizen freedom and security and
foreign policies. The policies studied here are also representative of
each type of area as analysed by Hix. More concretely, single market,
competition and social policies are examples of regulatory policies;
agricultural policy is an example of redistribution; EMU fits within
economic and monetary policies; immigration is an example of citizen
freedom and security policies; and the analysis of external relations
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fits within the rubric of foreign policies. The book does not include
analysis of all potential policies under the three pillars or Hix’s clas-
sification, since it was felt that more could be learned about the policy
process by focussing more deeply on a representative sample of a
limited number of policies rather than attempting a comprehensive
list at an inevitably more superficial level. From this perspective, the
objective is to analyse specific policies more deeply and then seek to
draw generalizations based on this account, an accepted method of
analysis for studies having a small-N sample.

The empirical chapters examining a specific policy are organized simi-
larly in order to ensure comparability of findings and a cohesive structure.
There is no reason, however, why students or practitioners interested in a
specific policy area should not turn directly to the chapter relevant to their
interest. Each empirical chapter has two main sections:

• The first section considers the main objectives of the policy and its
historical evolution. This section concludes by highlighting
whether or not the policy has demonstrated characteristics of being
either a 1st order or 2nd order policy in terms of its impact and its
evolution. For example, if evidence is found that harmonization
and transfer from national to supranational law has taken place in
the policy area, this would suggest that the policy is 1st order. If,
however, national legislation is still of prime importance, resulting
in the EU having a weak or limited role in the policy area, this
would suggest that it is a 2nd order policy.

• The second section turns to a more detailed analysis of the formu-
lation phase of a recent reform, regulation, directive, or agreement
within the policy area in order to better understand which actors
have driven (or not) the policy process and for what reasons. Based
on this evidence, particular attention will be paid to the idea of
whether or not elements of supranational governance, intergovern-
mentalism, pluralism, corporatism or the dominant economic class
perspective are manifest during policy initiation and negotiation. A
theoretical characterization of the formulation process of each
policy will then be made.

Turning to specific findings uncovered in the empirical chapters, Chap-
ter 4 examines and explains the development of the EU’s single (or inter-
nal) market policy, which is primarily concerned with the free movement
of goods, services and capital between EU member states. In order to
better gauge the evolution of the policy, the first section of the chapter
examines the main phases of the policy’s development since the 1950s,
highlighting the fact that in the wake of economic decline in the 1970s a
single integrated capitalist market was deemed necessary in order to
ensure Europe’s competitive position in a global economy. The chapter
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then considers in more detail the evolution of internal market policy in
terms of its economic impact over the last 15 years. Using the most recent
Eurostat data available for 2004, particular attention is paid to the evolu-
tion of the percentage of EU-led single market directives that have been
adopted at the national level, the increased levels of intra-EU 15 trade
over the last decade, the rise in investment flows both from and to the
EU, and the integration of the European economy as a whole into the
world economy. The first section of the chapter concludes that internal
market policy constitutes a 1st order policy, given that one sees a strong,
centralized EU in this policy area: competences in this area have been
fully transferred to the supranational level.

The chapter’s second section then offers a focussed examination of
the Single European Act’s “1992 Programme”, which represents the
cornerstone of internal market policy. Adopted in 1986, the 1992
Programme introduced close to 300 measures aimed at ensuring the
free movement of goods, services and capital by removing physical,
fiscal and technical barriers between member states’ borders. This was
done with an overall aim of promoting the economic growth of the
European market in the world economy while creating economic
conditions that would allow businesses to operate effectively and effi-
ciently. The second section thus starts with an analysis of developments
that began in 1979, highlighting the way that the European Court of
Justice (ECJ) served as a catalyst in the drive towards the completion of
the single market in the policy initiation stage with its ruling in the
well-known Cassis de Dijon case. The ECJ’s decision in Cassis deter-
mined that goods produced in one member state (in this case, the
French liqueur Cassis de Dijon) must be allowed to be sold in another
EU member state (which is this case was Germany). This decision by
the ECJ was seized by an entrepreneurial European Commission under
Jacques Delors in the mid 1980s, who saw an integrated single market
wherein capital could thrive as the key means to buttress the European
economy and make it more competitive against other global players.
The Commission then negotiated the details of the 1992 Programme
with economic actors who secured representation through the Euro-
pean Round Table of Industrialists (ERT), which is one of the most
significant corporate lobby groups in the EU, as discussed by authors
such as Balanyá et al.13 It will be demonstrated that such capital actors
were concerned with the creation of the single market in order to
reduce transaction costs while increasing profits for European business.
The ERT also desired to make the single market a competitive zone for
the development of a strong Europe within the global economy. Given
this evidence, it will be argued that it is useful to take account of the
perspectives of both the supranational governance and the dominant
economic class when theoretically characterizing the formulation of
single market policy.
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Chapter 5 examines and explains developments in competition
policy, which is concerned with setting regulations in order to ensure
the development of a competitive, neo-liberal single market. The chap-
ter examines the evolution of the four main aspects of competition
policy: state aid control, where the EU is empowered to ensure that
unfair, market-distorting subsidies are not given by states; liberaliza-
tion, which deals with ending the monopoly positions of some firms in
the EU; anti-trust policies, which seek to prevent companies from
engaging in restrictive practices; and merger control, where the
Commission must approve mergers that have a Community dimension
in order to ensure that a competitive European market is maintained.
Given the evolution of competition policy, the first section concludes
that this constitutes a 1st order policy because responsibilities in this
area have been fully transferred to the supranational level. For exam-
ple, member states have agreed that Brussels regulations with regard to
liberalization and state aid must be adhered to. 

The second section gives a more detailed analysis of one of the major
policies developed in the last 15 years: the Merger Control Regulation
(MCR), a policy whose negotiation has received little academic atten-
tion to date but whose importance is evident, given the hundreds of
firms that merge every year in order to cut costs and generate higher
profits. The merger phenomenon particularly took off after the late
1980s as firms sought to amalgamate resources in order to increase their
competitiveness in the global economy. The evidence uncovered points
to the significance of the Commission in the initiation stage of the
policy, given its goal to create a European-wide “one-stop shop” for
merger control. Hence, it will be argued that the policy initiation 
phase can be best characterized by ideas raised in the supranational
governance perspective. 

When turning to negotiation of the MCR, however, one sees (in a
similar vein to the 1992 Programme discussed in Chapter 4) that the
Commission did not act alone in formulating the details of the MCR.
Rather, the direct participation of capital actors, specifically those
acting under the banner of the ERT, was once again manifest. The ERT,
which was aware of the Commission’s aim to regulate the merger
process, rationally concluded that, by participating in the process, it
could prevent the Commission from pursuing regulations that would
be unfavourable to the interests of capital. The ERT also believed that
influencing the nature of the regulations could help capital consolidate
the position of capital actors in the global economy. This points to the
additional importance of the DEC perspective in understanding policy
negotiation in competition policy.

Chapter 6 focusses on Economic and Monetary Union (EMU), high-
lighting its principle objective of imposing centralized monetary and
fiscal discipline with a view to achieving low inflationary economic
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growth in a single currency area. The first section pays specific atten-
tion to the evolution of the policy by highlighting how several member
states pursued policies at the domestic level in order to attain the so-
called convergence criteria enshrined in the Maastricht Treaty: low
inflation rates, low long-term interest rates, and lower deficits and
debts. It underlines the national reforms that were made, including
spending cuts in social welfare programmes and increased labour
market deregulation, in order to meet the criteria for participating in a
single currency. Using time-series data between 1994 and 2004, the first
section also details the evolution of the European currency14 in world
markets, including the increasing currency shares of the euro vis-à-vis
the US dollar and Japanese yen over the last five years and the increas-
ing value of the euro exchange rate versus international currencies, in
order to highlight the “success” of the single currency, which reflects
national governments’ desires to create a leading world currency in
order to underpin the European economy. Because EMU is reflective of
a policy area witnessing a large transference of power from the member
state to the supranational level, the first section argues that it is
representative of a 1st order policy. 

The second section examines the formulation of EMU, contending
that a leading role in the policy initiation stage was played by Commis-
sion President Jacques Delors, who drafted the blueprint for EMU in
the Delors Report of 1989. Nevertheless, when the specific details of the
policy were negotiated, the evidence highlights how the Council of
Ministers played a leading role in terms of defining the convergence
criteria, setting up the institutional structure of monetary union and
prescribing a timetable with regard to completion of the various
“stages” of EMU. As in Chapters 4 and 5, the evidence suggests that
capital actors, acting again through the ERT, who believed that a single
currency zone would be highly beneficial for business operating in the
single integrated market and competing against other firms on the
world stage, also participated in the policy process by suggesting dates
for completion of EMU that were accepted by the Council of Ministers.
Given the actions of the various actors throughout the policy process, it
is argued that supranational governance theory helps inform our
understanding of EMU policy initiation, while the intergovernmental
and DEC perspectives help explain developments when the policy was
negotiated.

Chapter 7 turns to evaluation of the Common Agricultural Policy
(CAP), which represents the main redistributive policy of the EU. The
first section of the chapter emphasizes that the main objective of CAP is
to redistribute EU budgetary funds to farmers in order to subsidize
production of certain products deemed essential or beneficial to the
Community. The CAP also theoretically seeks to maintain some level of
a traditional farming community in Europe. Based on analysis of the
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evolution of the policy, this chapter argues that CAP is a 1st order policy
because it represents a long-standing centralized policy at the EU level
and, moreover, that it is one of the most important redistributive policies,
given that it receives the largest percentage of the EU budget. 

The second section examines the policy formulation process mani-
fest during three initiatives aimed at CAP reform over the last 15 years:
the MacSharry Reform of 1992, the Agenda 2000 reform process and the
Fischler Reforms of 2003. It is argued that in all three processes, policy
initiation was started by the Commission. The policy negotiation
processes were later spearheaded by national actors who actively
participated alongside larger, business-like, farming-interest represen-
tatives of what can be defined as “corporate farmer” players with size-
able amounts of land. Such large landowners sought to ensure that
reforms to the CAP would not decrease their subsidies as they bene-
fited most from them. Hence, reforms to the  CAP were difficult to
achieve and resulted in only minor changes. With this evidence in
mind, this account of the policy process suggests again the importance
of the supranational governance approach in explaining how the policy
was initiated, coupled with the intergovernmentalist and the DEC
perspectives in understanding how it was negotiated.

Chapter 8 examines social policy in the EU. Analysing social policy,
one sees a generally weak and decentralized EU. This has resulted in
fewer EU-wide norms in this issue than in others. Moreover, one
observes that social policy still remains within the realm of national
sovereignty, while EU-wide measures are regarded with suspicion.
Hence, in contrast to the policies analysed in the previous four empirical
chapters, social policy is representative of a 2nd order policy. The first
section of the chapter offers evidence to support this argument by
analysing the evolution of the policy area over the last 50 years since its
inception. It suggests that while a legal basis for EU social policy was
provided for in the early stages of the European Community, member
states were not particularly interested in promoting EU-wide norms on
issues such as improving working conditions, guaranteeing equal wages,
or promoting gender equality. Rather, they were more concerned about
the “economic” goals of the EU – namely, to develop the single market,
competition policy and monetary union as ways to make Europe more
competitive in the world economy. As analyses of the evolution of Brus-
sels’ social policy initiatives show, states are more willing to agree 
to non-binding proposals from Brussels on issues surrounding social
policies than to directives which have a greater legal force. 

The second section then examines and explains the formulation of the
Social Charter in the late 1980s and the Social Protocol of the early 1990s.
It argues that while both initiatives had the potential to safeguard the
rights of workers in the EU, national administrations – particularly in the
UK – sought to adopt only minimalist standards, watering down the
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proposals put forward by the Commission. This eventually resulted in
both initiatives having rather limited impact in terms of benefiting Euro-
pean workers. Evidence shows that labour and employers’ lobby groups
were also represented in the negotiation process and put their different
views on the issues. It is concluded that while the Commission was
important in initiating both of these policies, negotiation outcomes can
be understood by focussing on the roles of the Council, corporate actors
and trade unions, where the Council played a predominant role in mini-
mizing the impact of the policies. This suggests the importance of supra-
national governance, intergovernmentalism and corporatist perspectives
in explaining policy developments.

Chapter 9 examines what are referred to as “freedom, security and
justice” policies of the EU, which relate to issues such as immigration,
asylum, citizenship and crime control. Some of the main data presented
in the first section describe the evolution of EU immigration between
1990 and 2002, the percentage of non-nationals that live in EU member
states, and the evolution of the phenomenon of asylum seekers seeking
refuge in the EU between 1998 and 2003. Despite the importance of
issues such as immigration and asylum, however, evaluation of the
policy shows that freedom, security and justice policies remain of 2nd
order status. It will be demonstrated that there are three reasons for
this: there is a lack of deep integration in several issue areas; there is a
lack of full harmonization of policies at the EU level as member states
seek to maintain their autonomy in defining key policies such as who
should be allowed to enter and stay within their borders; and there is a
lack of centralization in the coordination of policies concerning such
things as immigration and asylum. 

In order to better understand policy formulation in the area of free-
dom, security and justice policies, the second section pays detailed
attention to the policy process during the formulation of the Family
Reunification Directive of 2003. This was a significant achievement
because it represented the first Community-wide attempt at regula-
tion in the area of legal immigration. Analysis of the policy process
indicates that the Commission provided the overall blueprint for the
regulation and was therefore critical in the policy initiation stage.
However, the Council was more significant in terms of setting the
specific details of the regulation during the negotiation phase. This
included, for example, tighter restrictions on who was eligible for
reunification than the Commission proposed, ensuring that there
were tight application procedures, adding specific clauses to the
directive to ensure that public security in member states be main-
tained, and ensuring that member states could unilaterally revoke
any residency permits should they feel this necessary. These issues
were emphasized by the Council with the view of reinforcing member
state sovereignty in immigration policy. 
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The second section also argues that despite the strength of the Coun-
cil in the negotiation phase, there is some limited evidence to suggest
that a number of interest groups, such as the European Council on
Refugees and Exiles (ECRE), which called for less rigid rules to be
applied to asylum seekers seeking family reunification, did exercise
some influence in the negotiation process. Other interest groups,
however, such as the European Region of the International Lesbian and
Gay Association (ILGA Europe) that pressed for the EU-wide reunifi-
cation regulations to be applicable to partners and children of same-sex
couples, had relatively less success against the Council, which
dismissed any such notions on the basis of its belief in the concept of
the “traditional” family. Given this evidence, the section concludes that
the supranational governance perspective is of value in explaining the
policy initiation aspects of the policy. The intergovernmentalist and, to
a more limited extent, pluralist perspectives are of greater value in
explaining policy negotiation in immigration policy.

Chapter 10 closes the empirical analysis of the book by examining
the EU’s external policies, of which there are two main aspects. The first
relates to the EU’s external political relations, as embodied in the
Common Foreign and Security Policy (CFSP). The second aspect
concerns the EU’s external economic policies, which include trading
agreements made between the EU and other states. The first section
thus considers the evolution of foreign political relations through an
examination of the EU’s CFSP. It contends that the divergent security
interests of the different member-states has resulted in the CFSP being
rather toothless: some European states, such as the UK and Spain, have
blindly sought to follow the interests of the United States when it
comes to “making war” on the world stage; others, such as France, are
completely opposed to this; while others, such as Ireland, have
preferred to maintain their neutrality. 

The first section then concentrates on the second aspect of external
policies by considering the main objectives of different bilateral and
multilateral agreements. Attention is specifically given to the Euro-
Mediterranean Partnership (EMP) over a ten-year period since its
inception in 1995. The EMP is significant because it seeks to promote
trade between the EU and countries of the southern coast of the
Mediterranean, while it also theoretically makes this trade conditional
on the fulfilment of democratic rule and an end to human rights abuses
in some of these states. Based on in-depth analysis of the situation in
Morocco, particularly since 9/11, the section argues that the EMP can
be considered a failure in terms of reaching its overall objectives: even
though there is increased trade between different EU member states
and the Mediterranean region, human rights abuses have escalated in
Morocco, a state led by an increasingly authoritarian regime. It
concludes that the EU has failed to promote its values of human rights
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and democratization because of the interests of member states such as
France and Spain who wish to have authoritarian regimes in power in
some of these countries in order to promote “regional stability” and
continued economic benefits. This highlights the fact that external poli-
cies are not driven by European institutions and EU norms per se, but
are guided by the interests of specific member states. Supranational
agreements that are deemed more significant than national preferences
are not found in the overall evolution of the policy area: because deci-
sions based on domestic concerns remain paramount, the overall issue
area is representative of a 2nd order issue.

The second section analyses the European dynamics surrounding
the American invasion of Iraq in 2003. We emphasize that the formula-
tion process here is different to other policies studied in this book
because no EU policy towards the Iraq War was made per se. Never-
theless, we particularly question why the EU was unable to formulate
a unified policy position in order to deal with the most significant inter-
national conflict of the decade to date. The section highlights how
different member states had different interests based on their historical
relationships with the United States. It is also argued that although
there was a weak institutional structure at the supranational level that
prevented the emergence of a centralized EU voice in this area, this is
of limited importance as the Council of Ministers had the final say with
regard to an EU decision in any case. Given the evidence, it is thus
argued that the intergovernmentalist perspective is the most relevant in
explaining policy initiation and negotiation in external relations.

Chapter 11 summarizes the main findings of the book. The first
conclusion is that, considering all of the policies studied in this book,
there is evidence suggesting a discernable hierarchy of EU policies.
Single market, competition, economic and monetary, and agricultural
policies constitute 1st order policies that reflect a strong and centralized
EU seeking to exert itself as a unified actor on the world stage. Social
policy, freedom, security and justice as well as external policies consti-
tute 2nd order policies, where the EU is limited in speaking with a
unified voice and where member states still retain sovereignty. We then
attempt to link these findings of the existence of a hierarchy of policies
to our examination of the actors involved in the formulation of the poli-
cies. The main argument that is drawn out in this regard is that what
unites 1st order policies is that major economic actors, such as the Euro-
pean Round Table of Industrialists, have played key roles in their
formulation. Such capital actors have actively worked alongside the
Commission or the Council to create these policies, with the main goals
of creating and consolidating a single, efficient, neo-liberal, common-
currency market wherein capital can thrive. Such a market will serve as
the basis for a competitive European economy on the world stage,
something which is equally desired by EU institutional players at both

A SUPRANATIONAL OR DECENTRALIZED EU?

[ 17 ]

Chari_01_Chap 1.qxd  23/05/2006  14:18  Page 17



the domestic and supranational levels. In other words, the formulation
of 1st order policies has seen the active participation of the dominant
economic class seeking to pursue policies that serve their own interest,
and has gained the enthusiastic support of both supranational and
domestic policy makers seeking to place the EU in a competitive posi-
tion in the world economy. 

It will also be argued that what unites 2nd order policies is either the
lack of desire, or actual antipathy, by capital to formulate social policies
or its general indifference towards a policy area in which member states
seek to retain full sovereignty (freedom, security and justice as well as
external relations). This lack of desire to pursue EU-wide regulations in
some policy areas, such as social policy, is due to the costs they would
impose on business: social policy does not represent a policy that will
allow for concomitant increase in profits or accumulation for capital
actors operating in the global economy. Further, business has no interest
in shaping developments that member states wish to maintain exclusive
control over, such as immigration and common or foreign security poli-
cies. Second order policies also reflect the firm determination by member
states to hold on to traditional dimensions of sovereignty. Given these
ideas, we argue that it does not really matter whether or not policy
formulation is initiated at the supranational or the national level. Rather,
the inclusion or the exclusion of capital actors in the negotiation stage of
a policy helps determine whether or not it will become a priority for
Europe. From this perspective, we argue that theories of European inte-
gration, such as supranational governance or intergovernmentalism, are
not as significant in explaining European integration and the develop-
ment of policy as some scholars have argued. Rather, the DEC perspective
is of more value in explaining why deeper integration has been achieved
in some policy areas than in others.

Beyond these main findings, to borrow a phrase from George Orwell,
perhaps our biggest goal is to demonstrate to the reader that all policies
in Europe are equal, but that some policies are more equal than others.
The politics of the EU is pushed and pulled by a combination of 1st and
2nd order policies whose classification can be understood in the context
of developments in the world economy and the desires of the dominant
economic class to create a “profitable” Europe within which they can
thrive. With this in mind, in order to understand the policies that affect
every citizen of the EU one has to examine not only the role of European
leaders at the national and supranational levels, but also the desires of
unelected and unaccountable economic élites who act in their own self-
interest and seek political participation in order to promote the develop-
ment of some policies over others in order to benefit themselves. Politics
is policy: indeed, policy is politics.
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2 Who’s coming to play? 
Policy-making actors in the EU

The concept of “actors” is a crucial one in the broad political science liter-
ature that examines policy making, even though one may argue that
different studies focus on different actors at different times. This ulti-
mately results in much debate, if not confusion, with regard to which
actors can be considered the most important when different public poli-
cies are formulated. Taking from the ideas raised in the political science
literature focussing on domestic level politics, several types of actors
have been analysed. For example, some authors who focus on the role of
executives suggest that the main – if not the only – actors in the policy
process are core executives, such as the Cabinet.1 Others, who focus on
the role of bureaucracies, argue that specific civil servants – in some cases
from powerful ministries – may exercise a disproportionate influence in
determining how a policy’s objectives are defined.2 Others, who focus on
the role of representative assemblies that are elected by mass publics,
may see as the main actor the elected body that debates bills and drafts
before policy output is achieved.3 Those whose work stems from a formal
legal tradition consider that the courts are the ultimate arbiters of the
“legality” of a policy according to constitutional or legal norms.4 Theo-
rists whose analysis is based on examination of political parties uphold
the argument that it is these actors in government that transform elec-
toral mandates into policies and should thus be seen as the driving force
behind legislation.5 Others, whose work focusses on the role of interest
groups, contend that a main set of actors in public policy development
are representatives of those who share common interests and collectively
organize in order to exert influence.6 And yet others, who focus on the
action of specific economic interest groups, ultimately conclude that the
most important actors in policy making are those who represent the
interests of capital, specifically firms and multinationals.7

This chapter will apply these concepts from the broad political
science literature, while adding some simplicity to the matter by classi-
fying the different actors. It will develop the argument that there are
two broad “types” of potential actors when EU public policy is made.
Drawing on ideas raised by those writing on core executives, bureau-
cracies, legislative assemblies and the role of courts, the first set of
actors can be broadly defined as what many would refer to as the “EU
institutional” players. These include the Council of Ministers, the
Commission (in its dual role as both core executive and bureaucracy),
the European Parliament and the ECJ. The second set of actors, which
we refer to as the “interest groups” and which the literature often also
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refers to as lobby groups, seek to influence EU institutional actors. Such
groups can be categorized along three main dimensions: economic
groups, professional groups and public interest groups. We will analyse
the various organizations that fit within these categories: economic
interest groups consist of capital actors, professional groups include
trade unions and the farm lobbies, and public interest groups are those
organizations usually devoted to a single cause.

Each actor will be briefly discussed in the following subsections. It is
important to note at this stage that there are other texts more appropriate
for those seeking either a historical analysis of the evolution of each of the
actors or a more detailed analysis of the structure and composition of the
EU institutions in particular.8 With this in mind, the main objective of
each of the subsections will be to highlight two main points in an inte-
grated fashion. First, what are the basic characteristics of these actors and,
particularly in the case of the institutions, what are their theoretically
defined powers? Second, what have been the more general, observations
in the recent literature regarding the role of these actors in the EU policy-
making process? These two main objectives, which will highlight the
main characteristics of each of these players in the light of recent devel-
opments, will ultimately prepare the reader for the next chapter, whose
goal is to place such actors within different theoretical explanations of
public policy formulation.

The EU institutions

The Council of Ministers

The Council of Ministers, or Council of the European Union, is the insti-
tution that represents the interests of each of the member states. Before
May 2004 there were 15 member states, but enlargement and the inclu-
sion of ten central and eastern European states saw this number increase
to 25. As several introductory texts on the theme suggest, there is no one
Council per se, but rather there are many: each council consists of the
national ministers in the corresponding policy areas. As result, there are
several councils, with two of the most significant being General Affairs
(comprising foreign ministers) and ECOFIN (finance ministers). The
Council presidency rotates on a six-month basis, and meetings are held
in the member state holding the presidency. Of these meetings, among
the more significant that attract widespread media and academic atten-
tion are those of the “European Council”, held at least once every six
months and consisting of the heads of state or government of each
member state, as discussed by authors such as Drake, Ortega, Maachi
and Edwards and Wessala.9 However, the meetings of prime importance
in terms of policy development in each issue area are council meetings
that take place at various times throughout the whole year.

UNDERSTANDING EU POLICY MAKING
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The Council has two main formal policy-making powers. The first is to
reject or amend proposals that emanate from the Commission, the insti-
tution that has the exclusive right to initiate EU legislation. Prima facie,
this role may seem insignificant vis-à-vis the power of the Commission
(as discussed in more detail below). However, the fact that the Council
must approve any Commission proposal has led commentators such as
Moravcsik10 to suggest that it effectively exercises power over the
Commission. Moreover, there is an element of “informal governance”
that allows the Council theoretically much room to manoeuvre and
perhaps even set the agenda for, the Commission: informally, there is
nothing to stop the Council from persuading the Commission to initiate a
piece of legislation in a specific policy area that is in the former’s inter-
est.11 This idea is related to a second main power: the Council is empow-
ered to define the long-term goals of the EU. To this end, the idea of
“delegation” is key: the Council is effectively empowered to “delegate”
its power to the Commission. In other words, the latter pursues the long-
term goals defined by the former. One may argue that the Maastricht
Treaty institutionalized this idea by empowering the European Council
with the central role of defining, or at the very least supporting, major
initiatives.12 Nevertheless, given the nature of the “dual executive” of the
EU, even though the Council’s support is a precondition of major initia-
tives, it does not necessarily follow that it has the most impact in defining
the nature of specific policies when they are formulated. To this end, it is
necessary to turn to analysis of the Commission.

The European Commission

Historically there were 20 members of the European Commission, with
that number rising to 25 on enlargement, with each government
appointing one commissioner. Commissioners are charged to represent
the interests of the EU as a whole, not the member state from which
they are appointed. They are usually former politicians and may vary
in ability and seniority. This helps determine which “portfolio” or
directorate general (DG) they will head as decided upon by the Presi-
dent of the Commission (who is chosen by the heads of the member
states). In many respects, a DG can be considered a Brussels-level
equivalent to a ministry found in domestic-level politics. Examples of
DGs of specific relevance to the policies studied in this book include the
Internal Market, Competition, Economic and Financial Affairs, Agri-
culture, Employment, Environment, Freedom, Security and Justice, and
External Relations DGs. Table 2.1 outlines all of the present DGs and
other services, the specific policies which fall under their jurisdiction,
the commissioner presently in charge, and his/her nationality.

The Commission has two main powers, which relate to both the
formulation and implementation of policy. The first power, which

POLICY-MAKING ACTORS IN THE EU
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relates to its role in policy formulation, is that the Commission has the
sole right among all EU institutions to initiate legislation in most policy
areas, as discussed above. As reflected in the works of those such as
Nugent and Saurugger13 and Lamy,14 even in areas of Justice and home
affairs and external relations where the Council theoretically enjoys
virtually full power without significant Commission input, the
Commission has become increasingly involved, as seen in the issue of
immigration policy and development aid. The second power, which
relates to its role in the implementation phase and closely mirrors a
bureaucratic function, is that the Commission ensures that EU legisla-
tion is complied with. However, it is a difficult task for a staff of slightly
over 28,000 to attempt to ensure that all EU legislation is being adhered
to, as seen in a major aspect of competition policy: the monitoring of
state aid.15 

A main issue in the recent literature highlights not so much the
Commission’s “powers” per se, but rather, as MacMullen16 as well as
Stevens17 have argued, its abuse of power under the Santer Commis-
sion and the ramifications of this. After allegations of presumed fraud,
mismanagement and nepotism by the French and Spanish Commis-
sioners, Cresson and Marin, 1999 witnessed the collective resignation of
all 20 members of the College of Commissioners. In the wake of this,
the Commission was faced with what Vos refers to as a double chal-
lenge: not only to deal with the “growing increase in its workload
through reform of its working practices” but also to “institute control
mechanisms to increase the transparency of its activities”.18 Although
the Commission has considered embarking upon major reforms relat-
ing to management and accountability since the fall of the Santer
Commission,19 such reforms may not necessarily increase effective
governance on part of the Commission. Debates on this topic culmi-
nated in the publication of the Commission’s White Paper on Gover-
nance, which highlighted the need for reforms throughout the 2000s
that would increase legitimacy and transparency as well as efficiency,
even though writers such as Horeth claim that this document “reveals
a lack of understanding of the preconditions for successful governance
in the multi-layered system of the EU”.20 

Taking both the Council and Commission together and comparing
their powers, some commentators have concluded that the both insti-
tutions form a “dual -executive” at the supranational level.21 On the one
hand, the Commission has a leading role in developing regulations in
key policy areas (such as the Budget and international trade) while
ensuring that policies are implemented. On the other hand, the Coun-
cil can amend or reject Commission proposals, while defining the long-
term goals of the EU. The main strength of this dual character is that it
“facilitates extensive deliberation and compromise in the adoption and
implementation of policies”, while its main weaknesses is that it “lacks
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overall leadership”.22 This last point particularly emphasizes that, even
if we accept the idea that there is some sort of “executive” power, policy
making in the EU is not necessarily centred exclusively in these two
main institutions. This is because the lack of leadership allows other
potential policy participants to influence the process. The way power
oscillates between the two members of the executive has also been
likened by some authors to a “Swinging Pendulum”.23 This implies that
at some points one of the institutions will take a lead, and that after a
period of time the other will regain dominance.

Regardless of how one classifies the relationship between the Council
and the Commission, it is necessary to turn to developments in other EU
institutions in order to understand the workings of the EU. These include
the EP, which is the only elected body in the EU, as well as the ECJ.

The European Parliament

The European Parliament (EP) is the representative assembly consist-
ing of the 732 Members of the European Parliament (MEPs) that are
elected by EU citizens. From this perspective alone, this institution
lies in stark contrast to the Commission (which is appointed) and the
Council of Ministers (who, although being elected representatives in
the member states, are not directly elected to the Council). Compiling
the data from latest EP elections in 2004, Table 2.2 (page 28) highlights
two main points.

First, as seen in the final column, the number of representatives is
directly related to the population of the member state. Second, as seen
in the bottom row, MEPs sit in the EP not on a national basis, but
rather as members of party groups. As Pennings24 argues, on the basis
of an analysis of 1999 European election manifestos, there are signifi-
cant ideological differences between the groups that offer voters
choices during EP elections. Hix25 further suggests that “transnational
party group affiliation is more important than national affiliation for
determining how MEPs eventually vote” in the EP. The main parties,
along the right–left axis across the ideological spectrum, are the
Christian Democrats (PPE), the Liberal Democrats (ELDR), and the
Social Democrats (PSE). The representation of the other smaller
groups is related to the idea of “2nd order elections” raised in the
literature. This thesis argues that smaller groups do not gain repre-
sentation in the EP because they are voters’ first choice. Rather, voters
have voted for these smaller, largely unknown parties in order to
demonstrate their discontent with national administrations.26 

Although the literature generally agrees that the axis of executive
power lies between the Council and the Commission, the exact role of the
EP in the formal policy-making process has been the centre of some
debate. On the one hand, the more pessimistic observers argue that the
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EP is simply a symbolic institution (popularly referred to as a “talking
shop”) that has virtually no substantive power and offers just the façade
of a representative assembly. On the other, optimists contend that formal
EP power is increasing, particularly since the early 1990s and the 1997
Treaty of Amsterdam.27 To support this contention, the optimists point to
four main powers that have recently developed and taken shape. First,
there are several aspects of developments in the EU that cannot be
decided on without the EP’s approval. These can be specified as: the
admission of new member states into the Union; major international
agreements between the EU and other countries (but certainly not
including foreign policy initiatives); the method of election to be used in
EP elections; and the role of the European Central Bank (ECB). 

A second significant power, since 1993, includes the EP’s active role
in the appointment of new commissioners; even after the member
states have nominated commissioners, each must appear before the EP
that eventually approves or disapproves the make-up of the next
Commission.28 The third major power is in the approval of the EU
budget. Although the Commission and Council clearly have strength in
determining budgetary details, the EP can in theory amend the budget
and eventually reject it on its final reading, although this has not
occurred since the 1990s. And the fourth main power, clearly seen in the
legislative process, is the EP’s gain in what is referred to as the “co-deci-
sion” procedure. Here, the EP has the power to amend and/or reject
legislation in specific policy areas, including the internal market, public
health, consumer protection, and culture and education. Critical
observers suggest, however, that even tough application of co-decision
has notably increased the powers of the EP, it remains limited because
several important policy areas either have no EP involvement (as in
competition policy, EMU monitoring, the CAP and CFSP) or a limited
one (as in structural funds and environmental policy).

The European Court of Justice

The composition of the Court of Justice includes 25 judges and 8 advo-
cates general (who help draft the Opinions of the judges), serving
renewable terms of six years. The ECJ’s main responsibility is to ensure
the law is observed in the interpretation and applications of the various
treaties. There are four main types of actions that can be taken by the
ECJ.29 First,  the ECJ can decide whether or not an member state has
complied with Community law; such cases are usually referred from
the Commission. If a member state is found guilty and refuses to
comply even after an ECJ judgment, the court may impose a penalty.
Second, a member state, the Commission, the Council or even the
Parliament may ask the ECJ to review the legality of legislation emanat-
ing from Community institutions. Third, the ECJ can penalize an EU
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Belgium

Czech Rep.

Denmark

Germany

Estonia

Greece

Spain

France

Ireland

Italy

Cyprus

Latvia

Lithuania

Luxemburg

Hungary

Malta

Netherlands

Austria

Poland

Portugal

Slovenia

Slovakia

Finland

Sweden

UK

Total

PPE-

DE

6

14

1

49

1

11

24

17

5

24

3

3

2

3

13

2

7

6

19

9

4

8

4

5

28

268

PSE

7

2

5

23

3

8

24

31

1

16

2

1

9

3

7

7

10

12

1

3

3

5

19

202

ELDR

6

4

7

2

2

11

1

12

1

1

7

1

2

5

4

2

5

3

12

88

VERTS/

ALE

2

1

13

3

6

2

1

1

4

2

1

1

5

42

GUE/

NGL

6

1

7

4

1

3

1

7

2

2

3

1

2

1

41

IND/

DEM

1

1

1

3

1

4

2

10

3

10

36

UEN

1

4

9

4

2

7

27

NI

3

1

7

4

3

4

3

3

28

Total

24

24

14

99

6

24

54

78

13

78

6

9

13

6

24

5

27

18

54

24

7

14

14

19

78

732

Table 2.2 Sixth parliamentary term, 2004–2009 

Source: Data found on: http://wwwdb.europarl.eu.int/ep5/owa/p_meps2.repar
tition?ipid=1103391&ilg=EN&iorig=home&imsg
and  http://www.europarl.eu.int/presentation/default_en.htm 
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institution for inaction over a case that it should have monitored.
Finally, by way of what is called the preliminary ruling system, the ECJ
can be asked by national courts to render opinions on the European
dimensions of a case, ultimately allowing for harmonized application
of Community law.

The literature has offered two main views of the policy-making
power of the ECJ.30 On the one hand, throughout the 1960s, 1970s and
1980s, it was seen as being one of the driving forces behind European
integration, with landmark cases such as Dassonville and Cassis de
Dijon which abolished quantitative restrictions on imports and all
measures of equivalent effect, and embedded the principle of “mutual
recognition” of products made and sold across the single market (as
discussed in Chapter 4). Regardless of its formal powers, however, its
effective power can be limited for two reasons. First, enforcement
mechanisms are weak. For example, even though the Court may
impose fines on member states or firms for non-compliance with
Community decisions, the ECJ has little power to do anything if the
penalized party still refuses to comply. This is because there is no
fully established European “police force” to implement decisions of
the Court. Second, the ECJ has no policy jurisdiction over important
areas such as foreign policy As a result, regardless of how “activist”
the Court may be, its impact in certain issue areas can never be more
than limited. Despite these arguments on the Court’s lack of effective
powers, recent work by Stone Sweet31 nevertheless highlights the
point that member states do eventually comply with court decisions,
even though it may take time. This is because member states do not
want to undermine the legal character of European integration, and
because the ECJ is slowly expanding its influence through decisions
in issue areas such as gender equality and pensions. 

One may argue that such issue areas have come to light in the first
place because of the action of various interest groups that have helped
redefine the agenda. With this in mind, we turn to a more detailed
examination of interest groups in the EU.

Key to Table 2.2

PPE-DE: Group of the European People's Party (Christian Democrats) and European
Democrats

PSE: Socialist Group in the European Parliament
ELDR: Group of the Alliance of Liberals and Democrats for Europe 
VERTS/ALE: Group of the Greens/European Free Alliance
GUE/NGL: Confederal Group of the European United Left-Nordic Green Left
IND / DEM: Independence / Democracy Group
UEN: Union for Europe of the Nations Group
NI: Non-attached members
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EU interest groups

A major argument often found in the literature on this subject is that
beyond formal EU institutions such as the Commission, Council, the EP
and the ECJ, interest groups have strongly influenced the formulation of
EU public policy. Pioneering examples of this work (which took up the
themes of earlier American-based literature on interest representation by
those such as Dahl32) include the work of Mazey and Richardson,33

Pedlar and Vanschenden34 and Greenwood.35 An interest group can be
defined as any group, or set of actors, that has common interests and
seeks to influence the policy-making process in such a way that their
interests are reflected in public policy outcomes. Different studies have
pointed to the influence of different groups, ranging from individual
corporate groups, to larger umbrella associations. Different studies have
also categorized the various types of interest groups in different ways.
For example, building on ideas raised by the European Commission that
suggested there were two types of organized interests (profit-making
and non-profit making), Watson and Shackleton36 have recently offered
a useful typology to classify different types of lobby actors in the EU.
Particularly noteworthy is their distinction between private interests that
pursue specific economic goals and public-interest bodies that pursue
non-economic aims.

Guided by ideas raised in the literature, we argue that, given the
policies studied in this book, it is useful to consider a three-fold char-
acterization of organized interests: namely, economic groups, profes-
sional groups and public groups.37 This classification suggests that it 
is necessary to differentiate between some actors that Watson and
Shackleton classify as “private interests”. For example, Watson and
Shackleton consider that trade union and farm interest groups are
representative of “private economic interests” similar to capital actors.
However, there is a clear difference between capital interest groups and
those of labour and farmers: Chapter 3 will demonstrate how neo-
Marxists argue that capital actors are the owners of the forces of
production and generally seek to influence policy making in order to
ultimately gain financial benefits for themselves. Labour and farmers’
groups, which generally have fewer resources at their disposal than
capital, are not necessarily motivated to achieve the same final objec-
tive. Rather, one may argue that they are also motivated by other
“professional” concerns which transcend simply economic ones. For
example, the main concerns for labour have been related not only to
wages, but also to health and safety standards in the workplace for all
workers. Similarly, many farmers have been preoccupied not only with
receiving subsidies, but also with the environmental standards of farm-
ing practices. With this categorization in mind, we turn to the first of
the main groups, comprised exclusively of capital.
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Group 1, The economic interests: economic élites seeking dominance 
in Brussels.

Authors such as Coen,38 Cowles,39 Bennett,40 and Schmidt41 suggest that
economic élites have begun to demand a more privileged EU policy-
making role, given the increased transfer of regulatory competences from
the state level to Brussels over the last 25 years. In turn, these demands
have been “met with concomitant supply of access to the policy-process
by political actors in EU institutions” seeking policy expertise.42 There has
subsequently been a “gradual development of the firm into a sophisti-
cated political actor, capable of establishing alliances and ... direct links
with the [European] Commission”.43 The literature on the political activ-
ity of economic actors has pointed out the way they use multi-level or dual
lobbying strategies at both member state and EU levels. While earlier
works by Mazey and Richardson and Greenwood recognized that “issues
make politics and determine focus”, Coen’s analysis of developments in
trade, social, fiscal, technical and environmental issues was one of the first
to hypothesize that “firms play a complex multi-level game when seeking
to influence the [European] policy process”.44 The argument here is that
where the EU has direct competency, capitalist interests will seek to lobby
Brussels directly.45 “Directly” lobby in this context refers to the idea that
firms are increasingly bypassing European and national-level umbrella
organizations such as the Union of Industrial and Employers’ Confedera-
tions of Europe (UNICE) that previously represented such firms. This
may be because firms seek to cut costs, while also maximizing their own
ability to raise their own concerns without using an intermediary.

Other works making similar arguments to Coen, but focussing more
on the roles played by specific business organizations, include Cowles,
who highlights the role of the European Round Table of Industrialists
(ERT) in the 1992 Programme46 and of American firms in influencing
Brussels policy making through the EU Committee of AmCham.47

Balanyá et al’s work on the ERT, in particular, is path-breaking in the
sense that it offers rare insights into the organization and goals of that
organization. Founded by 45 leading companies in 1983, the ERT has
“been one of the main political forces on the European scene for well
over a decade”.48 Balanyá et al’s study highlights how the ERT was
founded with the “express intention of revising the unification process
and shaping it to the preferences of European corporations”.49 Similar
works that have followed this analysis include Van Apeldorn’s study,
which pays attention to the political activities of the European Round
Table throughout the 1980s and 1990s.50

Even though the rate of business activity has varied across member
states, as examined in the works of those such as Coen, Bennett and
Schmidt,51 and despite differences in business activity across sectors, 
as seen in the recent work of Bartle,52 the general argument suggests
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that business is being drawn to this new centre of European gover-
nance and enjoys a privileged position based on its expertise and
techno-cratic knowledge in certain issues. In order to explain this
overall “Europeanization” of the political activity of economic actors
in particular, and interest groups in general, one may argue that Hix’s
supply–demand model offers valuable insights, highlighting both
institutional context and private actors’ desires to influence EU
policy.53 Because EU institutions, in particular the Commission,
increasingly gained regulatory competences and became the drivers
of initiatives previously taken in the domestic domain, this impelled
business interests to seek to influence policies that directly affected
them.54 Large firms enjoyed both greater resources and more technical
expertise than other social interests, which subsequently found it
difficult to either compete or achieve a strong bargaining position. In
turn, their demands were well received by EU officials who were
especially interested in seeking policy expertise from those most
affected by the policies, and whose participation enhanced the legiti-
macy of supranational institutions.55 Implicitly, the supply–demand
model calls into question arguments for the autonomy of EU institu-
tions such as the Commission, Council, the EP and ECJ (as explicitly
discussed by Schneider and Cederman,56 Golub57 and Alter,58 and
implicitly argued by the authors cited above who point to the
primacy of EU institutions). The argument focussing on firms
suggests that there are “constraints” on EU institutions precisely
because of the new role of private actors, particularly business.59

Although the overall argument that economic élites play an impor-
tant role in policy making is suggested in the literature, one may argue
that more convincing and detailed evidence across several policy areas
is required in order to fully demonstrate whether or not capitalists actu-
ally do influence the formulation of specific policies and, if so, which
ones. Indeed, Wessels’ data does demonstrate that of over 1,600 interest
groups in Brussels during the mid 1990s, the largest number (over 500)
were individual companies.60 Greenwood’s data from 2001 shows that
in a little more than five years, among rather more than 2,300 interest
groups the number representing business had skyrocketed to over
950.61 Coen convincingly argues that businesses have allocated more of
their resources to activities in Brussels. When firms are questioned in
opinion polls, a large percentage are found to believe that they have
access to the Commission.62 Yet, even though firms represent the largest
set of interest groups, have allocated resources and perceive themselves
as being influential at the EU level, the literature has failed to offer a
systematic analysis across all major policies to demonstrate that
economic interests do play key roles in affecting Brussels’ policy in
different issues. For example, how much influence did business have in
the recent formulation of merger control regulations, a question we will
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turn to in Chapter 5, and how does this compare to its power during
the formulation of EU initiatives on immigration, as discussed in Chap-
ter 9? Notwithstanding the many analyses devoted to the actions of
economic interests, it is necessary to turn to other interest groups active
in Brussels’ policy making, as commented on by the literature.

Group 2. The professional interests

While the previous discussion highlighted how capital actors, which
represent private economic interests, have attempted to influence Brus-
sels’ decisions making, here we consider those groups which may seek
to represent the professional interests of those working in a specific
area. Examples of such groups include farmers and trade unions. We
will first consider whom these groups represent. We will then reflect on
their main objectives. And, third, we will evaluate these groups’ policy-
making impact as captured in the literature to date.

THE WORKERS’ LOBBY: ETUC

The European Trade Union Confederation (ETUC) is an interest group of
significant size whose broad objective is to voice the concerns of work-
ers in the EU. Like UNICE, ETUC is a large umbrella organization which
represents 79 National Trade Union confederations in 35 different Euro-
pean countries as well as 11 European based industry federations.
Founded in 1973 to provide a counterweight to neo-liberal forces of Euro-
pean economic integration , it claims to represent 60 million members.63

In its own words, ETUC has as one of it main objectives to:

influence European legislation and policies by making direct
representations to the various institutions (Commission, Coun-
cil and Parliament) and by ensuring trade union participation
in extensive multi-faced consultation processes with European
authorities ... in areas such as employment, social affairs and
macro-economic policy.64

However, in terms of its influence in EU policy making, writers present
a somewhat mixed picture. Some65 have highlighted how ETUC was able
to gain some influence by way of the 1992 Maastricht Treaty when there
was, in principle, an institutionalization of its role as a social partner
alongside business in the area of social policy. This led some authors to
consider that a type of “corporatism” was appearing in the area of social
policy.66 However, Britain’s refusal to sign the “Social Agreement” seems
to have vitiated the force that ETUC could theoretically exercise, espe-
cially in terms of labour market regulations on hiring, firing, wages and
indemnity, which remained exclusively under national jurisdictions, as
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was seen especially in “lower-wage, highly precarious” states such as
Spain.67 However, there has been no extensive analysis of ETUC’s role in
other social policy initiatives since the Social Charter. One of the objec-
tives of Chapter 8, on Social Policy, is therefore to analyse the role of
labour when the Social Protocol was formulated.

THE FARMERS’ LOBBY: COPA

The Committee of Agricultural Organizations (COPA) was founded in
1958 to represent the interests of farmers from the different member
states. In 1962, it merged with the General Committee for Agricultural
Cooperation (COGECA), which represented the agricultural coopera-
tives in the EU. Today, COPA represents over 14.5 million people work-
ing full or part time on EU agricultural holdings, as well as 30,000
agricultural cooperatives. In terms of structure, the organization has an
assembly of representatives delegated by the member organizations,
which draws up the general policy guidelines of COPA. The guidelines
laid down by the assembly are then represented and articulated by a
Praesidium, chaired by the COPA president and comprising various
senior officials of COPA-COGECA, which then seeks to influence the
various EU institutions, most particularly the Commission, given its role
in the formulation of the Common Agricultural Policy (CAP).

COPA has four main objectives, guided by its overall goal of defend-
ing and developing a European model of agriculture.68 The first is to
examine any matters related to the CAP; the second is to represent the
interests of the agriculture sector in Europe; the third is to seek solutions
of interest to all farmers; and the fourth is to develop further relations
with all relevant Community officials and representatives.

In terms of influence, there is little doubt that COPA has been effective
in expressing its view of the vital importance of the EU’s CAP from the
time when it was first developed throughout the late 1950s and 1960s.
The organization led calls for the preservation of the European farming
way of life and highlighted the need for subsidies not only to preserve
the profession, but also to sustain the environment. However, some also
acknowledge that farming interests have generally failed to see the prob-
lems associated with the CAP. For example, as Dobson and Weale argue,
over time the CAP became “inefficient, wasteful and environmentally
damaging”.69 In such a scenario, measures were taken by the Commis-
sion to make it more efficient and competitive, first with the MacSharry
reform in the early 1990s, then the Agenda 2000 Programme of the late
1990s, and finally the recent Fischler reform of the early 2000s. Although
it is generally assumed that COPA’s involvement, especially in the
reform process has been substantial, little analysis has been made of the
potential policy-making role of COPA in the last 15 years, an examination
which will be undertaken in Chapter 7.
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Group 3. Public interests

A third type of group can be identified as representing public interests.
These groups are non-governmental organizations that represent the
concerns of members interested in developments in a particular issue
area without necessarily seeking any economic or professional advan-
tage per se. They include groups concerned with issues such as human
rights, the environment, animal rights, and health and safety.

One of the most significant groups in the last few years in the EU has
been the European Council of Refugees and Exiles (ECRE). This repre-
sents a network of NGOs that seek to ameliorate the conditions of
refugees seeking asylum in the EU. The ECRE seeks “to promote the
protection and integration of refugees in Europe based on the values of
human dignity, human rights, and an ethic of solidarity” by pursuing
three main objectives:

• advocating a humane and generous European asylum policy and
promoting the development of a comprehensive and coherent
response by the international community to refugee movements

• strengthening networking between refugee-assisting non-govern-
mental organizations in Europe

• developing the institutional capacity of refugee-assisting non-
governmental organizations in Europe.70

Another example of a public interest group is seen in the International
Lesbian and Gay Association (ILGA), which is represented in the EU by
ILGA-Europe. ILGA’s goals are to “work for the equality of lesbians, gay
men, bisexual and trans-gendered people and their liberation from all
forms of discrimination”.71 These objectives of equality and liberation are
pursued through lobbying the EU and member state governments,
undertaking forms of protest if necessary, and informing the public.
There are two main examples of how ILGA-Europe has lobbied the EU.
First, it contributed to EP reports in the 1980s and 1990s to ensure that the
concerns of ILGA were reflected72 and has taken part in various Commis-
sion-funded projects in order to better highlight how homosexuality and
lesbian visibility was a European issue. Second, the organization “played
a significant role in ensuring that the EU Treaty of Amsterdam (i.e. the
Amsterdam Treaty) empowers the Union to take appropriate action to
combat discrimination based on sexual orientation.”73

The European Environment Bureau (EEB) is another non-govern-
mental organization that represents 143 members based in 31 countries.
Its main purpose is to improve the EU’s impact on the environment. As
with COPA, annual general meetings provide a mandate for the Exec-
utive Committee, which then establishes contact with the EU’s main
policy makers. Examples of such contacts include an annual meeting
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with the President of the Commission as well as six-monthly meetings
with the country that holds the presidency of the Council. Article 3 of
the EEB’s Articles of Association, agreed in October 2001, identifies the
organization’s main objectives as including the protection and conser-
vation of the environment, promotion of environmental research,
increasing public awareness of the environment, and making policy
recommendations to the EU.74 With regard to the last point, and in
terms of policy-making influence, the literature has emphasized two
main points (although specific analysis of EEB’s activity in environ-
mental policy making remains weak as much of the literature assumes
that environmental policy is led by specific member states who take the
lead in pursing environmental reform).75 First, the main EU-level envi-
ronment association has been successful in gaining funding through
DG Environment, having received over 40,000 EUR in 1995 alone.76

Second, given this funding, the EEB in particular has carved itself a
niche as one of the main lobby groups involved in developing EU-wide
environmental regulations. This is reflected in the almost privileged
access it has to both the Commission president once a year and to the
country holding the presidency of the Council.

Conclusions

This chapter has examined the two broad types of actors potentially
involved in EU public policy making. The first set, referred to as the
“EU institutional” players, consists of the Council, the Commission, the
European Parliament, and the Court of Justice. The second set, referred
to as the “EU interest groups”, has been categorized along three main
dimensions: the economic group (specifically, capital actors), profes-
sional groups (such as trade unions and the farm lobby) and public
interest groups (such as environmentalists). Before turning to analysis
of the different roles each of these actors may have played in the formu-
lation of different EU policies, the next chapter offers different theoret-
ical explanations of public policy formulation and considers how the
actors discussed in this chapter fit into them.
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3 Understanding EU policy
making: major theories and
new insights

The aim of this chapter is to illustrate the main theoretical perspectives
used in this book in order to explain policy formulation at both the initia-
tion stage and the negotiation stage. These perspectives are rooted in theo-
retical frameworks established in the literature of comparative politics of
industrialized states, as seen in works of those such as Alford and Fried-
land,1 and in the literature on EU politics. The five main perspectives that
are considered are: supranational governance, intergovernmentalism,
pluralism, corporatism and the dominant economic class perspective.

In order to set up our analysis of the first two perspectives, which we
argue are of particular value in understanding policy initiation, we
start the chapter with a reflection on the concept of institutionalism as
seen in the works of those such as Evans, Rueshemeyer and Skocpol.2

We highlight how supranational governance and intergovernmentalism
can be placed within the institutionalist tradition. Supranational gover-
nance theory broadly argues that EU institutions – particularly the
Commission – play a determining role in autonomously initiating and
making policies on the basis of their own interests. One may contend
that the second theoretical strand, intergovernmentalism, shares some
ideas with supranational governance, but is distinguishable because it
focusses more closely on the actions of one of the EU institutions – the
Council – and the actions of national actors per se. Based on works of
those such as Moravcsik,3 this perspective suggests that policy making
is specifically driven solely by the interests and actions of European
Union member states as represented in the Council of Ministers. We
argue that understanding these concepts provides us with the theoret-
ical tools needed to comprehend, first, why actors from either the
supranational or national institutional level may initiate the policy-
making processes and, second, which policies are more like to be taken
up by which institutions and why.

Following analysis of both supranational governance and inter-
governmentalism, the reader can turn to our examination of the three
other major theoretical perspectives: pluralism, corporatism and DEC
theory. We argue that these perspective that outline different methods
of interest intermediation may be of further value when considering
developments after policy initiation has taken place, or during the
policy negotiation stage. The pluralist perspective, which is based on
the work of Dahl,4 argues that specific interest groups having roughly
equal access to the policy-making process all have the ability to
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influence policy making. The corporatist perspective, as seen in Schmit-
ter and Lembruch’s work,5 argues that specific interests – namely capi-
tal and labour – enjoy a monopoly of representation and together with
the state formulate public policy. The dominant economic class (DEC)
view, which represents a new perspective developed in this book for
the study of European integration and which is based on writings by
neo-Marxist scholars, suggests that economic élites can directly or indi-
rectly exert disproportionate influence on policy making to the exclu-
sion of other social interests such as organized labour. The chapter
concludes by examining how all five of the perspectives will inform the
analysis of the subsequent empirical chapters that follow.

Institutionalism: an overview

The core argument of institutionalism is that political institutions
matter in determining political behaviour.6 They influence the structure
of political discourses and processes, set the agenda, provide informa-
tion, and influence their actors’ preferences and identities. In short,
they set the rules of the game.7 As Stone Sweet et al put it, “an institu-
tion is a complex of rules and procedures that governs a given set of
human interactions.”8 Further, organizations arising from particular
institutions develop their own interests and try to establish rules that
favour an expansion of their power and interests. Thus, institutions are
not static actors as oftentimes assumed by the behaviouralists: at times,
they may shape political processes. As Peterson and Shackleton state
“they determine political, economic, and legal outcomes in ways that
are often crucial.”9

Although institutionalism has developed several different variants in
the comparative politics literature – almost to the extent that one may be
left with the impression that almost everything in politics constitutes an
institution – one may argue that there are three important strands found
within the tradition of “new institutionalism”10: historical institutional-
ism,11 sociological institutionalism12 and rational choice institutional-
ism.13 The first type assumes that individuals have historically used
institutions in a rational and a cultural way. On the one hand, individuals
are utility-maximizers, and on the other, individuals see institutions as
being representative of symbols and of stability. Interestingly, historical
institutionalism regards institutions as being “unjust” in terms of giving
differentiated access to different groups seeking to participate in decision
making. Yet, the strand does recognize that institutions are not the only
important factor within the political process by pointing to the salience
of both societal developments and beliefs.14

Sociological institutionalism focusses more precisely on the impact of
culture on the characteristics of institutions in terms of treaties, procedures

UNDERSTANDING EU POLICY MAKING

[ 38 ]

Chari_03_Chap 3.qxd  24/05/2006  15:57  Page 38



and bureaucratic practices.15 Future political developments and outcomes
are in some senses already predictable because they are placed in a type of
“cultural context” even before they are conceived. Moreover, sociological
institutionalism assumes that institutions help create images and identities
of individuals engaged within the institutions.16

Collective action dilemmas are what characterize rational choice
institutionalism. Although actors are considered to be rational, instru-
mental and utility-maximizing, their interactions are structured by
institutions which govern appropriate and alternative interactions
between actors.17 They also provide the information needed to mini-
mize uncertainty, thereby allowing policy outcomes to be reflective of
each actor’s preferences. Furthermore, rational choice institutionalists
assume that institutions are created in order to increase benefits for all
involved in the policy-making process.18

For students of EU politics, the approaches within institutionalism
are valuable on two grounds. First, they can help us better understand
the importance of supranational institutions and how one can charac-
terize those that have their basis in domestic level politics. Second,
ideas from institutionalism can help us better explain how political
actors use both supranational and national institutions in order to
initiate policy processes. We thus turn to a more complete discussion
of supranational governance, which highlights the importance of EU
institutions in policy making, and the intergovernmentalist perspec-
tive, which underlines the importance of domestic ones. Analysis of
institutional developments at both levels of governance can be used
to understand the policy formulation process in general, and policy
initiation in particular.

Supranational governance: the non-state-centric perspective

What does supranational governance mean? Initial insight into this
question can be found by highlighting the development of EU-institu-
tions using the theory of neo-functionalism. Neo-functionalism as
discussed by authors such as Haas19 first argues that nation states are
forced to enter into relationships with others in order to gain economic
benefits, which are presumably no longer confined within state
borders. This leads to the development of supranational institutions.
Once these larger, regional-level institutions are established by national
governments, they start to act independently. Such institutions are then
able to become influential as “the emergence of governance beyond the
state has been a response to the inability of traditional formal state
institutions to manage the size and complexity of the regulatory tasks
facing them.”20 The hypothesis of neo-functionalists is that supra-
national institutions will expand authority and competence through
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what is referred to as a “spillover” process, whereas national govern-
ments will inevitably lose power. Through the so-called “spillover”
effect, supranational actors will try to expand their power to fields
other than economic. Neo-functionalists argue that the advantages of a
supranational institution gaining more power are both efficiency and
political autonomy. Thus, the main idea here is that once European
institutions have been given a significant role in the policy process in
economic matters, power may be extended in other policy areas: gain-
ing an important role and expanding it will shape the direction in
which the future European integration process will be conducted.

Guided by these ideas, authors such as Sandholtz and Stone Sweet21

have developed what is commonly referred to as the “supranational
governance” perspective (often also referred to as supranationalism) in
order to understand EU decision making. In order to explain EU policy
making, we should also focus on developments in some of the EU institu-
tions discussed in Chapter 2, particularly the European Commission, as
well as the European Parliament and the ECJ. In their view, supranational
institutions have played decisive roles in constructing the EU and are 
the central forces for further integration, exerting a major influence on
future integration steps. As discussed by Stone Sweet and Sandholtz,
supranational institutions influence “state thinking and preference forma-
tion”.22 From this perspective, one may argue that policies at the European
level are not the products of member states’ interests and bargaining, as
argued by intergovernmentalists (as discussed below). Rather, they are a
consequence of dynamics within supranational institutions such as the
European Commission. According to the literature, there are two major
reasons why supranational institutions are becoming increasingly eman-
cipated.23 First, they are becoming the central source of information, result-
ing in an advantage over national actors. Second, they possess advanced
technical expertise in the policy fields transferred from the national level,
thus allowing them to shape a policy’s development as desired.

Given these dynamics, EU-institutions can thus pursue “a political
process of collective problem solving”24 and establish themselves as the
centre of supranational governance, where the term “governance”
includes the initiation and negotiation of policy processes.25 From this
vantage, supranational governance suggests that problems can be identi-
fied, formulated and solved only within EU-institutions, thereby relegat-
ing the role of national authorities in the policy process. In a similar vein
to arguments found in neo-functionalism, Armstrong and Bulmer26 also
argue that as policy responsibilities increase over time, supranational
institutions will attempt to deepen European integration. Hence, we can
find the same principles as seen in the description of “spillover” effects:
after the first steps of integration are taken, the newly created institutions
at the supranational level will seek to advance their power position and
further deepen the integration process.
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In sum: supranational governance (or supranationalism) views EU
decision making as embedded in the processes that are provoked,
sustained and directed by the pro-integration activities of supra-
national organizations and the growing density of supranational rules;
the actions of national governments are of secondary importance. In
other words, policy processes are mainly initiated by supranational
institutions that, convinced that they have better problem-solving
capacities than national institutions with regard to transnational prob-
lems and concerns, are also interested in expanding their regulatory
power. In this view, nation states have lost their power in terms of being
able to shape regional integration policies that affect citizens: as
Puchala puts it “transformations in intra-European international rela-
tions primarily are driven by the influences of supranational agents
responding to demands from transnational society.”27

Intergovernmental governance: the state-centric perspective

One may argue that by focussing on the importance of a specific EU insti-
tution, namely the Council of Ministers, the intergovernmentalist
perspective falls within the institutionalist perspective: one can legiti-
mately situate intergovernmentalism as a part of the broader institution-
alist framework because the term has been applied in the literature to
explain the creation and the functioning of institutions within the Euro-
pean integration process.28 Furthermore, liberal intergovernmentalism,
which serves as a foundation for the concept of intergovernmentalism
used in this book, extends an earlier approach termed “intergovernmental
institutionalism”.29

What is meant by the term intergovernmentalism? Based on works
of those such as Moravcsik30, this perspective suggests that policy
making is driven solely by the interests and actions of the Members of
the Council of Ministers, who represent the goals of each of the EU’s
member states, as discussed in Chapter 2. The result is that other supra-
national institutions, such as the European Commission, ECJ, and the
EP, have little influence when EU policy is made. Intergovernment-
alism assumes that national institutions dominate and structure politi-
cal debates in general, and policy processes in particular, resulting in
national interests shaping all goals pursued at the supranational level.
National institutions aggregate the diverse interests found at the
national level and any deepening of the integration process is based on
agreements among nation states. An example of diverse interests may
include those of economic actors at the domestic level. However, such
actors do not unilaterally attempt to influence policy per se. Rather,
their participation is of secondary importance to the policy process
when compared with the interests of national political actors. More-
over, as Verdun argues in a critique of Moravcsik’s work in particular:
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in his analysis [economic interests] can only affect national
government interests and preference formation, but do not
affect preference formation at the EU level. Also, he does not
see any independent influence on the process from any other
societal actor other than national governments.31

From this perspective, the process of integration is itself a function of
the actions and desires of political actors at the member state level and
the European Union simply constitutes an institution where state inter-
ests are coordinated.32 Member states have to be assured that further
cooperation benefits them; they must have similar or identical interests,
particularly economic ones; and they must be convinced that acting
together results in more efficient policy-making processes.

Intergovernmentalists argue that the European integration process
will evolve only if national preferences converge and only if compro-
mises are made between member states. National institutions first
define their preferences or set of interests at the domestic level:
national political and economic interests are the first factors to be
evaluated before considering further integration steps. Only after
deliberation at the domestic level will domestic actors engage in a
bargaining process with other national governments. Given this
dynamic, authors such as Hoffmann33 have viewed integration as
being only possible in technical functional sectors (or what can be
referred to as “low politics”), leaving significant areas such as security
and defence (issue areas that can be considered “high politics”)
outside the scope of meaningful integration.

Hence, in contrast to the supranational governance perspective, inter-
governmentalism argues that nation states only cooperate on the basis of
self-interest, without giving up sovereignty, and with the goal of
increasing “policy making” efficiency: they do not aim to establish a
supranational level of governance per se. From this perspective, supra-
national institutions are only agencies responding to national institutions
and executing national interests. Supranational institutions themselves
possess only marginal influence as the main power resides in national
institutions, so that the European integration process remains solely a
“national affair”. Also EU policy processes themselves are reminiscent of
a type of interplay between national institutions that meet at the supra-
national level in the form of the Council of Ministers. The Council of
Ministers was thus established to enhance bargaining efficiency and helps
to improve cooperation, including establishing decision-making proce-
dures that accelerate policy agreement between states while reducing the
cost of monitoring compliance with such policies.

Authors such as Hoffmann do recognize that other political institu-
tions, such as supranational ones, may exercise some influence in the
political process. However, nation states may either turn hostile towards
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such institutions, or factor them out of decision-making processes if that
is good for their political future. An example may be seen when it is in a
government’s interest to give the impression that national governments
alone brokered a compromise, without the participation of EU institu-
tions such as the Commission, in order to maximize its vote in an upcom-
ing election. Member states’ ability to exercise such autonomy ensures
that the political focus will never shift away from the domestic venue.
Moreover, in contrast to supranational institutions, national ones have
legal sovereignty and political legitimacy and, when important decisions
are made, may seek to turn to the electorate for approval. As such, any
decision for or against the deepening of the European integration process
has to be made to appear as “democratic” as possible. 

In sum: intergovernmentalism argues that developments at the EU
level can be explained as stemming from the effort, the work and the
interaction of member states on an intergovernmental basis. Intergov-
ernmentalists reject the supranational governance assumption that
European integration is being driven and constructed by supranational
institutions. Rather, European integration has been on the agenda
because of the actions of member states and their national demands. As
such, member states hold the main bargaining power to formulate EU
policies and decide on the nature of European integration.

Taken together, both the supranationalist and intergovernmentalist
perspectives suggest that in order to comprehend the European policy
processes, one “must understand the institutional environment in which
power operates”.34 In other words, it is crucial to capture whether policy
processes are mainly initiated by either national or supranational insti-
tutions, because the institutional level structures the policy processes
while assigning importance, influence and power to actors who may
potentially gain a privileged position over others in the policy-making
processes. Considering these two theoretical perspectives, and keeping
in mind our previous discussion of the “initiation” phase of policy
formulation, our empirical chapters following this chapter will seek to
better understand the kinds of institutions that actively initiate and
govern this stage of the policy process. The main question to be consid-
ered is: do supranational institutions, in particular the European
Commission, or intergovernmentalist ones, in particular the Council of
Ministers, initiate policy? In the supranational governance view, institu-
tions such as the Commission will try to initiate and govern the policy-
making process at the European level while minimizing the potential
influence of national institutions. According to the intergovernmental
governance theory, national institutions will seek to play a dominant role
in this stage of the policy process, using supranational institutions as
tools to achieve desired ends: the Council of Ministers will delegate
power to the Commission in the policy-making process only after the
process has been initiated by the Council. 
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Regardless of the dynamics involved during policy initiation, the
dynamics surrounding policy negotiation may witness other, non-
institutional, actors playing a dominant role. Such actors may be
reflective of specific interest groups that seek to influence policy to
achieve their own goals. Thus, we turn to discussion of different theo-
retical perspectives that capture the influence of these types of actors
in the policy process.

Theories of interest intermediation: an overview

Whether supranational or domestic in their nature, EU institutions may
be amenable to various forms of policy negotiation. As mentioned by
different authors, such as March and Olsen as well as Bulmer,35 institu-
tions are not necessarily neutral and may offer greater access to policy
making to some political, economic and social actors with particular
interests than to others. Thus, depending on the openness of the institu-
tions, an interest group may or may not be allowed to influence policy
either exclusively or alongside a plurality of other interests. In other
words, supranational or national actors within governing institutions
may decide whether or not to engage in consultation, and which interest
groups may be consulted in the policy process.

There are many theories in the comparative politics literature that seek
to capture the role of interest groups in EU politics (as discussed in Chap-
ter 2) when policy negotiation takes place. Authors writing on the EU,
such as Hix36, identify three main theories of interest intermediation at
play in the European integration process: pluralism, corporatism and
consociationalism. Pluralism, as discussed in more detail below, argues
that freely emerging interest groups have open and equal access to influ-
ence the EU policy-making process. In the classical pluralists’ view, there
are no constraints that might prevent actors from participating. Corpo-
ratism, as seen in the work of Greenwood et al37 and Falkner38, argues that
specific interests – particularly capital and labour – enjoy a monopoly of
representation, having fixed positions in EU policy making. Consociation-
alism is similar to corporatism, but argues that the representation of
groups participating in the policy-making process is based on differences
of religion, languages and culture.

One may argue that there are two main shortcomings in applying
any of these models in order to better understand policy negotiation in
the EU. First, although pluralism and corporatism may be useful in
helping understand the formation of different policies (as discussed in
more detail below), one can almost dismiss the consociationalist
perspective from the beginning. In more detail, the plethora of different
religious and linguistic groups in the EU makes it unlikely that this
method of interest intermediation is of serious importance. While the
consociationalist perspective has been of value in examining policy
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making at the domestic level of EU states such as Belgium,39 the
dynamics found within the model have not been observed in any
policy area at the EU-level. Given this conclusion, the consociationalist
model will not be dealt with here, though this chapter will further illus-
trate the significance of ideas raised in the pluralist and corporatist
schools that will then be tested throughout the book in the analysis of
the policy negotiation phase of each of the policies examined.

A second shortcoming is the implicit assumption in these models that
opposing or diametrically conflicting interests are regularly admitted into
the EU policy process. For example, the classical model of pluralism
assumes that all potentially opposed groups can participate in the process,
while corporatism divides society into two opposing groups that are guar-
anteed representation, and consociationalism suggests that no specific
cultural group can gain a monopoly of representation. However, there are
other theoretical models that better capture those policy processes where
one private interest seems to have a privileged position in the policy
process while other opposing groups with equally vested interests are
systematically denied a policy role. As such, it is necessary to consider
ideas raised by neo-Marxist scholars that lead to what we denominate as
the “dominant economic class” (DEC) perspective in understanding how
public policy is made. The ideas in this perspective point to the specific,
unhindered policy influence of certain economic interests (or capital
actors). Before elaborating on the ideas put forward by neo-Marxists, it is
first necessary to offer a more detailed analysis of how pluralist and
corporatist theories explain the negotiation of public policy.

The pluralist perspective

The pluralist perspective, as seen first in the work of Dahl,40 argues that all
groups with a vested interest in a policy area will be able to gain access to
the policy-making process and therefore will have an equal opportunity
to influence the policy’s development. Schmitter defines pluralism as:

a system of interest representation in which the constituent
units are organized into an unspecified number of multiple,
voluntary, competitive, non-hierarchically ordered and self-
determined categories which are not specially licensed, recog-
nized, subsidized, created or otherwise controlled in
leadership selection or interest articulation by the state, and
which do not exercise a monopoly of representational activity
within their respective categories.41

The idea here is that lobby/interest groups represent a type of “coun-
terbalance” to the state and, perhaps more importantly, to other inter-
est groups seeking to influence policy negotiation. All different
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interests within society will be represented in an ideal pluralist world,
thereby preventing any single interest from dominating the political
process. Examples of different interest groups, as seen in Chapter 2,
may include economic, professional and public interest groups. Plural-
ists argue that as the state and its functions become more complex, the
number of interest groups that seek to influence policy makers will also
concomitantly increase.42 In a pluralist society, the state’s role is ideally
to evaluate the various arguments put forward by different, oftentimes
competing, interest groups. Authors have suggested that this method
of organizing opposing interests leads to a type of “social equilibrium”
in the sense that all interest groups have roughly equal power in the
process and no group is systematically excluded from important deci-
sions. The model of “countervailing power” that subsequently ensues,
as discussed by Galbraith,43 leads automatically to a system of “checks
and balances“, ensuring fair procedure in policy processes. Galbraith
argues that the emergence of interest groups helps create others: when-
ever a group representing a particular set of interests arises, this auto-
matically leads to the creation of a group representing the opposite set
of interests. Countervailing powers will prevent one set of interest
groups from growing too big, thereby ensuring that weaker groups will
be involved in the policy-making process. Such dynamics will lead to
an approximately equal access to the policy-making process.

Key to the concept of pluralism is that of polyarchy, which literally
stands for “many powers”. As visualized in Figure 3.1, the negotiation
of public policy “X” can see the political participation of several inter-
est groups that have a specific interest in the policy in question, in this
case, groups A, B, C, and D. 
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Figure 3.2 offers a more detailed, hypothetical example of a policy
related to the environment: here one may see, for example, the policy
participation of industrialists, trade unions, environmental groups and
perhaps even farmers, all of whom have vested interests in influencing
the policy so that its final outcome is reflective of their desires.

Although there may be numerous lobby groups with potential access
to and voice in the overall policy-making process, Figure 3.2 suggests
that it is reasonable to expect that only groups which have a vested inter-
est in a specific policy area will participate in the specific policy process.
In turn, no one single interest will ever dominate. In other words, inter-
est groups will focus their resources and expertise on issues that they are
familiar with and that are of major importance to them.

Pluralism also argues that interest groups may seek to participate
in the formulation of more than one public policy, though not all will
necessarily do so. These two ideas can be seen when one compares
Figure 3.2 with Figure 3.3 (overleaf) which identifies the potential
actors involved when another public policy, in this case immigration,
is negotiated.

Comparing Figures 3.2 and 3.3, one can see that two main interest
groups in both examples – capital actors and trade unionists – may
have vested reasons for seeking participation in both environmental
and immigration policy. Capital actors may seek to influence, for exam-
ple, the amounts of emissions allowed under environmental standards
while also seeking to influence the types of regulations surrounding
immigration since the supply of immigrant workers may have an
important economic impact on business. Similarly, trade unionists may
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seek to influence both the environmental conditions within which
workers work and regulations surrounding immigration that may have
a long-term impact on the labour market. Comparison of Figures 3.2
and 3.3 also shows that some groups with specific interests in one
policy area may not necessarily seek to influence developments in
another area. This is seen in the case of environmental and farming
pressure groups, who are not likely to try to influence immigration
policy development but will seek to influence environmental policy, an
issue about which they are more concerned. And in the case of interest
groups related to immigration and gender, they may seek to participate
in the negotiation of immigration policies, but seek no role when envi-
ronmental policy is on the agenda. One may argue that one of the main
rationales behind this type of behaviour is based not only on interests
per se, but also on maximizing resource allocations: it may be too costly
for gender-based interest groups to lobby for or against environmental
issues even if they have some concerns in the area. 

The institutional setting within which policy negotiation occurs
affects the influence and impact of interest groups during policy nego-
tiation. Pluralists’ claim that there are essentially three types of institu-
tional settings. First, institutions can be ideally neutral, attempting to
reach a compromise between divergent interests and act fairly, or as
intermediaries, between different groups. Second, institutions may be
“ciphers” which only respond to the pressure of interest groups and
can be easily biased by the strongest player. And third, there are agent-
driven institutions with their own autonomous interests, simply using
interest groups for their own purposes. Different theoretical views
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Figure 3.3 Hypothetical example of interest groups involved in immigration
policy making
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within pluralism argue that the outcome of any policy process may be
partially a consequence of past lobby group influence which may have
occurred in the context of different institutional settings. Thus, where
particular specific interest groups have been able to dominate one
policy process, it may be easier for them to influence future processes.

It is important to note that pluralist theorists saw shortcomings in their
original model over time. As a consequence, “neo-pluralism” developed
as a modified theory. The observation made by neo-pluralists was that in
the non-ideal world, there is no such thing as perfect pluralism which
would lead to a neutral role of the state. Rather, economically more
powerful private interests will turn out to be dominant, further prevent-
ing equal access to the policy-making process. As such, neo-pluralism
finds its basis in a different approach in economics which Dunleavy and
O’Leary call “unorthodox economics”.44 Instead of acting in completely
free market operations, economic actors nowadays are confronted by
hierarchies which have their own rules and internalized decision proce-
dures. Hence, they operate in a “non-free-market“ environment, mainly
because of factors such as market uncertainty, restriction of opportunities
to only a few actors, and monopoly of information. Thus, modifying the
“ideal” pluralist model by taking into account the actual dynamics of
real-world economic conditions led neo-pluralists to argue that some big
businesses and corporations have secured disproportionately advanta-
geous policy-making positions. Neo-pluralists also accept that in elec-
toral terms governments are to a certain extent dependent on the
economic activity of big businesses. Governments have thus learnt to
deal with the so-called “superiority” and power of corporations over
political actors by adapting policies to the needs of economic actors.

However, neo-pluralists such as Lindblom45 argue that this “power”
advantage held by corporations in the policy process, should be seen as
an anomaly, or something that can be reversed. In other words, if big
businesses does exercise a greater influence in policy making, then the
state should adopt strategies that would allow all interest groups to
attain equal access once again in order to rectify what can be defined as
a type of “deformed” or “corrupted” pluralism which has its founda-
tions in the increasing abuse of power by corporations. One initiative,
for example, would be to have a proactive state that determines which
interests can participate in specific policy areas. Another initiative is to
assign the government not only greater effective monitoring powers,
but also more dynamic powers in shaping the policy agenda.

From this perspective, the main elements of the pluralist model are
still assumed to be valid by neo-pluralist scholars: every private inter-
est has the potential to participate in the policy process. If such an
opportunity does not exist at the moment, as highlighted by neo-
pluralists, it is the consequence of an anomaly which can be reversed.
As we will see later in the chapter, ideas raised by neo-pluralists do, to
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some extent, overlap with those raised by instrumental Marxists that
are important in understanding the dominant economic class perspec-
tive. The main difference, however, is that instrumental Marxists
suggest that inequality of power between interest groups in society –
something which in their view is clearly derived from the economic
system within which the political one operates – is hardly something
which can be seen as either an anomaly or reversible. Before analysing
in more detail the ideas put forward by neo-Marxist scholars, we will
turn our attention to the second main model of interest intermediation,
namely, corporatism.

Corporatism

Schmitter has defined corporatism as “a mode of policy formation in
which formally designated interest associations are incorporated within
the process of authoritative decision-making and implementation”.46 In
the original work done on corporatism, the “formally designated inter-
est associations” referred to both employer associations and labour
organizations which, along with the state, had semi-institutionalized
policy-making roles and formulated policy together. The justification for
these two groups, in particular, enjoying this privileged position was the
idea that policy-making representation should be grounded in the
economic relations in society. Given that society can be seen as divided
between those who work and those who own the means of production,
both sets of actors should be represented equally when decisions are
made. From this perspective, the number of organizations involved in
policy making is limited when compared with pluralism since certain
interest groups enjoy fixed positions. Crouch and Menon47 argue that
not only do these specific interests enjoy a monopoly of representation in
corporatist systems, but also the organizations themselves have a hier-
archical structure and impose discipline: “if members are to be disci-
plined by their representative organizations, it is important that they do
not have alternative organizations to choose from.”

The comparative literature focussing on developments in Austria,
Scandinavia and Germany has argued that the corporatist model has
been historically characteristic of developments in these states since
the 1940s and 1950s, while other authors have pointed to the model’s
relevance when analysing developments in countries going through
democratic transition such as Spain in the 1970s. With regard to
Germany and Austria, Crouch and Menon argue that “the growth of
the modern state (originally) took the form of an association between
the state and certain producer interests”48 where the period after the
Second World War saw the incorporation of employee interests. Scan-
dinavian corporatism arose somewhat differently, from the “the pres-
sure of very strong employer and employee interests that during the
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interwar years had been locked in bitter conflict”.49 Scharpf’s50 work
shows how both groups sought to cooperate and formulate a coordi-
nated economic policy in order to prevent the small Scandinavian
economies from deterioration after the war. With regard to Spain,
authors such as Perez Diaz51 have pointed to the importance of the
negotiated pacts between the state, business and labour during the
transition to democracy after Franco.

A more recent example of corporatism has been seen in Ireland in
the 1980s and 1990s. Hardiman argues that the Irish “national agree-
ments” arrived at by the social partners during the 1980s served as
the foundations for economic growth, expansion of employment, and
higher living standards throughout the 1990s and into the 2000s.52

Developing ideas raised in the original work on corporatism,
Hardiman argues that social partnership since the late 1980s has been
more inclusive in its membership. In her words, it “refers to a process
of consultation between government and the principal organizations
representing employers, trade unions and the farmers.”53 Hardiman
contends that “the construction of the new institutions and practices
of social partnership may ... be attributed primarily to the intense
economic crisis faced by the country in the mid-1980s”54 as well as the
will of the political leadership at this conjuncture. Taylor similarly
suggests that this macro-political bargaining structure proved an
effective channel for change and the resolution of potential trade
union conflict.55 Although he later suggests that the nature of such
agreements was increasingly influenced by neo-liberal ideology, he
underlines the pacts’ importance by stating that “national agreements
have framed [Irish] public policy over the last decade.”56

With these and other countries’ experiences in mind, different
authors have theoretically characterized different types of corporatism,
although there has been some debate in the literature regarding the
usefulness of the concept, given the potentially different meanings
assigned to it.57 For example, authors such as Schmitter have distin-
guished between two main forms of corporatism. The first is “state
corporatism”, where the state is in control of negotiations and is gener-
ally deemed to be authoritarian and anti-liberal. A second type is referred
to as “societal corporatism”. This is found in states with a history of
pluralism. Societal corporatism is a process that emerges because
changes in the economic system lead the government to pursue semi-
institutionalized bargaining with political associations. Another variant
on the theme, based on the work of Hardimann,58 is that of the “compet-
itive corporatist” model, which is “premised on acceptance of employer
concerns about competitiveness and flexibility”.

In summary, in contrast to the pluralist model, corporatism argues
that a fixed number of interest groups who enjoy a monopoly of repre-
sentation are involved in policy making. Yet, in contrast to neo-Marxist
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scholars, as will be discussed in the next section, there is an assumption
that labour organizations will be “on a par” with business élites in the
policy-making process. That is, there is an assumption that business
cannot gain the upper hand over labour. With this idea in mind, we
turn to the debate raised by élitist and then Marxist scholars.

The dominant economic class perspective 

Perhaps the ideas raised in the pluralist and corporatist perspectives
do not tell the whole story. Different theorists, including classical
élitists, contemporary élitists and neo-Marxists, who have all
analysed developments in national politics in Western states, implic-
itly or explicitly argue that pluralist ideals in particular are unrealis-
tic because different types of “élites” will play dominant roles when
public policies are made. As Lasswell states, “the study of politics is
the study of influence and the influential. ... The influential are those
who get the most of what there is to get. ... Those who get the most
are élite, the rest are mass.”59 From this perspective, the policy process
can hardly be seen as either open or transparent, given that certain
élites always exercise unconstrained influence over mass publics.
Depending on the author within the élitist tradition, these élites may
be either political, social or economic. In justifying this book’s exami-
nation of what is referred to as the dominant economic class (DEC)
perspective, we will first consider ideas raised by the classical and
contemporary élitist theorists.

Classical and contemporary élitist scholars

Mosca and Michels are considered classical élitist scholars, and writing
in the early 1900s both had similar arguments regarding the role of
élites in society. Overall, there are three essential points on which they
both agree. First, they deny that genuine democracy is possible.
Second, even if it were possible, democracy is not desirable. And third,
“élites” will always rule. The first two points highlight the “normative”
element within the élitist school, as will be most evident when we turn
to the work of Schumpeter: there is nothing wrong with élite rule and,
in fact, it may be necessary given that mass publics cannot be trusted in
making important political decisions.

Turning to the specific arguments outlined by Mosca, he first suggests
that there will always be a “ruling class” that dominates and attains bene-
fits.60 This ruling class consists of a plurality of what he refers to as “social
forces” that control land, money, education and religion, and therefore
have strong power positions in society. He argues that every ruling class
expresses its role and position through a “political formula” that ration-
alizes or legitimates its rule over the state. A contemporary example may
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be seen in countries which claim there is a “rule by the people“ that holds
officials accountable: in Mosca’s view, this could be considered a myth
used by élites in order to justify their control given that people actually
have a psychological need to be ruled.

Writing also in the early 1900s, Michels sought to understand why
socialist parties compromise their principles over time.61 He argued
that the abandonment of principles is based on a type of oligarchy that
will inevitably emerge in political parties, thereby distancing leaders
from party members. Oligarchy is inevitable because leaders become
more technocratic given that leading an organization requires knowl-
edge and specialization: in Michels’ well-known phrase, “whoever says
organization, says oligarchy.” As politics in the modern world becomes
more and more professionally organized, the technical indispensability
of leadership results. This sees the emergence of leaders as autonomous
élites who are subsequently not accountable to party members. As lead-
ers distance themselves, grassroots party members therefore become
disillusioned. These dynamics result in a situation where political élites
guided by technocratic skills rule.

As Mosca and Michels are considered classical élitist theorists, the
work of Schumpeter is seen as representative of a more contemporary
élitist thesis, given the specific focus on the role of political élites in
modern capitalist democracies. Schumpeter argues that a “good demo-
cratic system” has political élites who rule: the citizens’ role in the politi-
cal system should be minimal, limited to a simple vote every four or five
years.62 Although one may argue that in a classical democratic system the
whole people should make the main determining decisions, in Schum-
peter’s democratic élitist view it is government officials, not the people,
who are responsible for making all decisions. The minimalist role for citi-
zens, complemented by an omnipotent one for governments, is based on
Schumpeter’s view that people are ignorant, irrational, ill-informed,
uninterested, easy to manipulate, and unable to arrive at an informed
political will that would identify a common good. As such, political élites
should be given autonomy to rule without interference.

C. Wright Mills is another contemporary élitist theorist. Unlike Schum-
peter, however, Mills does not hold such negative assumptions about the
abilities of citizens to participate in politics and is critical of élite domi-
nance.63 Examining developments in the United States, he argues that
there is a power élite in control of most policy decisions and that the
people themselves have little influence. The latter is due to people’s isola-
tion in society, which is not of their own doing. Mills argues that the power
élite is made up of three main actors, who participate together when the
major decisions are made: the high political élite (such as the president),
corporations (which include leading businesses) and members of the mili-
tary. These élites form a cohesive group, given that they interact with each
other, come from the same social class, are educated in the same schools,
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move in the same social circles, and exchange roles with each other (for
example, members of the corporate élite can join the political élite over
time and vice versa). He contends that the middle level of power, such as
legislators who are elected by the people, deals with matters of little
importance. Mills further argues that the lowest level of power consists of
mass societies which are manipulated by the power élite during elections.
Over time, this mass public does not turns to participation in politics, but
rather seeks solace in low forms of popular culture, such as television
shows. In contrast to other élitist scholars, Mills gives a central concern to
this type of “atomization” of society.

Thoughts of neo-Marxists: developing the DEC perspective in 
explaining integration64

Taken together, both classical and contemporary élitist scholars argue that
a plurality of élites (as seen in the works of Mosca, Michels and Mills), or
high-level political élites alone (as seen in the work of Schumpeter), make
the crucial decisions. In contrast to classical and contemporary élitists,
however, neo-Marxists argue that neither a plurality of social, economic
and political élites, nor solely political élites, make major policies. Rather,
economic élites, or capital actors, are the dominant voice in policy making.
While there is indeed some overlap with the ideas of the élitists, one may
argue that neo-Marxism as seen in the works of Miliband and Poulantzas
(discussed in more detail below) can be distinguished from élitist thinking
on several grounds.65 For example, even though neo-Marxists share the
same broad ideas as classical élitists about the way specific élites enjoy a
predominant role in policy making, neo-Marxists are critical of the idea of
élite rule. Moreover, they argue that economic actors have more significant
roles than other potential actors. This is because the political system func-
tions within and is constrained by the economic system whose defining
social relations it seeks to maintain and reproduce. In other words, one
must first recognize that the economic system has a determining influence
on how the political system functions. In order to better understand 
the DEC perspective as denominated in this book, a general theoretical
discussion of Marxist ideas on dominance is necessary.

The theoretical background of the Marxist “dominant economic
class theory’, which serves as the basis for what we refer to in this book
as the DEC perspective in policy making, consists of the following
claims. All societies throughout history (except for some simple hunter-
gatherer societies whose economic resources consist of communally
owned tribal lands) have been characterized by a major class divide.
This divide is constituted by the existence of a privileged minority who
own and control most of the strategic economic resources of the society,
while the majority of citizens have no economic resources except their
labour power. This majority is compelled by the force of circumstances
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(and sometimes by literal force, as with slaves) to work for the minor-
ity that controls the means of production. The nature of the strategic
economic resources, as well as the social structures through which
control of such resources are articulated, have varied throughout
history. What has not changed, according to Marxists, is the existence
of some major class divide in all societies. Marxists do not claim that
actual societies are divided into only two classes. In fact, it is often the
case that the class structure of a society is complicated by the existence
of “intermediary” classes. This intermediary class consists of people
who gain their livelihood in a way different from members of the two
main classes. Examples in contemporary capitalist societies would be
civil servants who work for the state as opposed to a capitalist owner;
self-employed workers who usually own their own means of produc-
tion but do not employ the labour of others; or someone who works for
a capitalist personally, such as a chauffer or a cook, but not as someone
producing goods that the capitalist may sell at a profit. Marxists claim,
however, that the intermediary classes are of secondary importance: the
main production and distribution of goods will be characterized by
those relations constituting the major class divide.

The minority controlling the strategic economic resources are dominant
in at least two senses. On the one hand, in the economic sphere, the
economic élite have dominant control over production and distribution:
they can and do use their control to ensure that, by and large, they live off
the labour of those who produce without themselves having to engage in
any significant amount of labour. Marxists refer to this as “exploitation”.

On the other hand, and fundamental to our perspective of dominant
class, the economic élite are dominant in the political sphere. The defini-
tion of the dominant economic class perspective used in this book there-
fore refers to the following idea: by whatever means, either directly or
indirectly, the interests of the dominant economic class shape the nature
of public policies. In other words, actual policy outcomes will always
reflect the desires of and promote the interests of this dominant class,
namely, capital actors. Neo-Marxists accept that other actors can exert a
certain amount of power in the shaping of policy, but claim that this
power is always of secondary importance, effective only when what gets
decided is consistent with capitalist interests.

Some Neo-Marxists, following Ralph Miliband, suggest that economic
interests are dominant because they can directly influence policy making,
inevitably forcing the exclusion of other social interest groups from the
policy-making process.66 In Miliband’s view, the state is an instrument
that is used by capitalist actors (hence, he is often referred to as an “instru-
mental Marxist”). Capitalists not only control economic production, but
also have links with powerful institutions, including political parties and
the media. Thus, of all the potential private interests that may seek to
influence the policy process, economic actors enjoy disproportionate
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influence in policy making and have decisive political advantages over
other social actors such as trade unions. Two main factors ensure that the
political system functions in the interest of capital: political interventions
by the capitalist class and the fact that policies are largely formulated by
an enlightened corporate vanguard. Miliband does not assume that social
actors will always be silent, however. Indeed, there may be instances
when labour is allowed some (limited) access to policy formulation.
However, his main argument is that capitalist economic actors will attain
a decisive role in public policy formulation and that policy outcomes will
necessarily be biased in capital’s favour.

Other neo-Marxist theorists, such as Poulantzas,67 argue the political
dominance of the capitalist class can be best seen as indirect. While
Poulantzas agrees with the Miliband’s assumption about the “role” of the
economic system in terms of its having a determining impact on the func-
tioning of the political system, he contends that direct participation of
capital actors is not necessary. In a capitalist system, the state will
inevitably act in the interests of capital even without the latter’s partici-
pation. This is because the state and the political élites who wield state
power are structurally dependent on a well-functioning (by definition
capitalist) economy. State actors are constrained in the policies they can
realistically pursue by this structural dependence: only those policies
that are largely compatible with capitalist interests are feasible. In other
words, the state realizes class interests without having a class affiliation
per se. The “relatively autonomous state” may also make policy against
the short-term interests of capital, with the view of ensuring that capital’s
long-term interests are served.68

Leaving the neo-Marxist debates between Miliband and
Poulantzas to the side, the significant point of this discussion for the
purposes of this book is that the DEC perspective of policy making
suggests that economic élites are dominant in the political sphere and
public policies are formulated in accordance with their interests. The
nature of the capitalist economy and the dominant actors therein has
a determining influence on the political system when public policy is
made. Quite clearly, when trying to understand how policy is made,
it is very difficult to find evidence of the “indirect” influence of the
dominant economic class as discussed by authors such as Poulantzas.
Nevertheless, and as will be the approach taken in this book, one may
argue that the DEC perspective may be manifest if there is evidence
of the “direct” influence of capital actors in the formulation of policy.
This may include, for example, if representatives of capitalist interests
are able to lobby political élites successfully through direct, inten-
tional, political action. In order to gain a better theoretical under-
standing of where the dominant economic class perspective may be
found in the analysis of policies in the following empirical chapters,
we turn to the next section.
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The explanatory power of theories

This chapter has outlined the five theoretical perspectives that will
be used in this book in order to understand EU policy formulation.
The first perspective, supranational governance, highlighted the key
role played by supranational institutions, in particular the Commis-
sion. A second perspective, intergovernmentalism, then outlined the
importance of the Council of Ministers in influencing a policy. A
third perspective, pluralism, contended that various private interests
could equally compete in shaping the policy. The fourth perspective,
corporatism, emphasized the essential policy participation of both
capital and labour organizations on a semi-formal basis. Finally, the
DEC perspective suggested that among all private interests, capital-
ist economic actors were of paramount importance when policy is
negotiated.

As indicated in Chapter 1, the objective of the empirical chapters is
to test which of the five perspectives (or combinations thereof) are of
value in explaining the formulation of different EU public policies. It is
essential to recall at this stage what is meant by policy formulation. We
claimed in Chapter 1 that there are two main stages to formulation: the
policy initiation stage and the policy negotiation one. It is therefore
important to consider how each of these theoretical perspectives can be
used in order to understand developments during both stages. We
consider two hypotheses in turn.

First, we hypothesize that in order to understand policy initiation,
only the two main “institutionalist” perspectives can be of value. This
is because policies to be included in the EU agenda can effectively be
set only by institutional actors, in particular the Commission and the
Council. Private interests have no codified, institutional power to initi-
ate any set of EU directives, rules, regulations or reforms. As such,
either supranational governance or intergovernmentalism will be of
most relevance in understanding how policy was initiated in each of
the policy areas to be examined. For example, if there is evidence that
the policy originated in the Council of Ministers, this would suggest
that the intergovernmentalist perspective is of value. Alternatively, if
the evidence shows that the initiative is based on developments in the
Commission, this would point to the importance of supranational
governance in explaining policy initiation.

Second, we hypothesize that all five perspectives may be of value in
explaining policy negotiation. This is because several different actors may
have been involved in this stage. This includes potentially not only the
main EU institutional actors, but also a multiplicity of private interest
groups involved in interest intermediation. From this point of view, char-
acterization of developments during the second policy stage differs from
the first stage because there is the possibility that either the pluralist, the
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corporatist, or the DEC perspectives are of complementary value in
explaining the formulation of a policy. 

Given the above, and as argued by Puchala,69 the view taken in this
book is that one theory alone cannot explain how policies develop in the
EU. Rather, each policy has to be analysed in detail in order to understand
which of the different theories offers the most cogent explanation. A close
examination of the policy processes and the actors involved in them
provides the basis for establishing which theory best explains each stage
of the policy process. As indicated in Chapter 1, the inclusion of a plural-
ity of theoretical perspectives in order to better understand EU public
policy formulation transcends the existing literature in two ways. First, it
adds further theoretical insights into the role of private interests in the inte-
gration process, moving beyond the debate about whether or not the
supranational governance and intergovernmentalism perspectives are
more important when theorizing about EU integration. Second, it attempts
to more fully integrate interest group behaviour with analysis of institu-
tions, while simultaneously being guided by theoretical perspectives from
the comparative politics literature. With this in mind, this book does not
aim to contribute to the discussion of whether or not the European inte-
gration process can best be seen as intergovernmentalist or as a supra-
national-led enterprise. Rather, we are interested in examining which
institutions and actors are involved in the different stages of the policy-
making process, analysing how this can be theorized using a plurality of
approaches, and showing how this examination may offer insights regard-
ing whether or not such dynamics help explain the existence of “1st and
2nd order policies” in the EU. 

With these ideas in mind, the different (theoretical) combinations that
may exist are as follows as illustrated in Figure 3.4. The figure indicates
that with regard to the first stage of the formulation process – policy
initiation – we will seek to answer whether policies have been initiated
by national institutions or by supranational ones. If the evidence
suggests that the Council of Ministers played a key role in policy initia-
tion, then this would point to the importance of the intergovernmental-
ist perspective; conversely, if the Commission plays a key role at this
stage, then the supranational governance perspective will be deemed of
more value. With regard to the second stage, policy negotiation, we will
examine which of the potential actors are involved and, depending on
which actors are seen as main participants, the stage will be characterized
by one of the five main perspectives, or a combination thereof. For exam-
ple, if the evidence suggests that policy negotiation was led by capitalist
actors, such as the ERT, that have actively participated in the negotiation
of policy (either at the supranational or domestic levels) this would point
to the importance of the DEC perspective; if negotiation occurred
between capital, labour and the EU executive, this would suggest the
relevance of corporatism; if the policy was negotiated among several
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competing interest groups that bargained alongside political actors, this
would indicate the significance of the pluralist perspective; if the Coun-
cil alone was the main player in determining the details of the policy, this
would suggest that ideas from intergovernmentalism are paramount at
the negotiation phase; or, if the Commission alone outlined the policy, the
supranational governance perspective will be of value.

Because different actors and institutions may be involved in both
policy stages, depending on the policy in question, it is more than likely
that we will find different combinations of theoretical perspectives of
value in explaining different policies. After analysing developments in
the different policy areas over the seven empirical chapters that follow
– focussing on single market, competition, EMU, agricultural, social,
freedom security and justice and, finally, foreign policies – the conclud-
ing chapter will consider whether or not the various combinations of
the theoretical perspectives found may help us better understand the
development of 1st and 2nd order policies in the EU. For example, does
a combination of theoretical perspectives that includes the DEC
perspective lead to the development of 1st order policies, whereas one
including a pluralist perspective produces 2nd order policies? And,
does it matter which theoretical perspective is used to understand
policy initiation when assessing whether or not a policy is ultimately
1st or 2nd order in nature? Before we deal with these questions in the
concluding chapter, we start the journey to a better understanding of
EU policy making by focussing in the next chapter on the development
of the European single market.
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4 Single market policy: creating
a strong neo-liberal market in
the global economy

This chapter examines and explains developments in EU single (or
internal) market policy. In the first section it examines what are referred
to as the four phases of the policy‘s development since the 1950s and
evaluates the evolution of internal market policy in terms of its
economic impact over the last 15 years. Through analysis of the differ-
ent phases of the policy (particularly since the 1992 Programme) as well
as the impact of internal market policy on European economic space,
this section concludes that internal market policy can be seen as a 1st
order policy, consistent with Patricia Hewitt’s contention that the
policy represents “the major economic success of the EU”.1 In the
second section, the chapter offers a more detailed analysis of the formu-
lation of the 1992 Programme, one of the most significant aspects of
internal market policy in the EU’s history. Dealing with developments
starting in 1979, it focusses on the actions of the European Court of
Justice, the Commission, economic actors, and the Council. The section
concludes that the primary roles of the ECJ, Commission and economic
actors are witnessed in the initiation and negotiation of the policy.
Notwithstanding arguments raised by intergovernmentalists focussing
on single market policy, it is argued that both the supranational gover-
nance and dominant economic class (DEC) perspectives are of more
value when seeking to theoretically characterize developments in both
the initiation and negotiation phases of the policy.

Objectives and evolution of the policy: a 1st order status

Four phases of single market policy

In the words of the European Commission, “The Internal Market is one
of the Union‘s most important and continuing priorities.”2 Through
Articles 9 and 49–69 of the EEC Treaty, the four “freedoms” enshrined
in the European internal market are the free movement of goods, serv-
ices, capital and persons. In particular, DG Internal Market is entrusted
with keeping the EU’s single, integrated market a high priority on the
EU‘s agenda through development, coordination and information: it
helps develop and establish legal instruments to ensure free movement
in the single market, it helps coordinate internal market policy so as to
ensure that there are no obstacles that would debilitate the so-called
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four freedoms, and it informs businesses and citizens of their rights in
the single market area. 

While DG Internal Market today holds these responsibilities, it is
important to reflect on the differing conjunctures that the internal market
has witnessed since the 1950s. One may argue that there have been four
main phases in its historical evolution: the establishment of the single
market in the 1950s, progress in the 1960s, floundering in the 1970s and
early 1980s, and a rejuvenation with the Single Market Programme in the
mid 1980s. We will consider each of these stages in turn.

The first phase, beginning in the late 1950s, corresponds to the original
decision that established the principles of the single market. In this phase,
the original articles of the EEC Treaty (the treaty establishing the Euro-
pean Economic Community) were laid down with the support of the six
original member states: Belgium, the Netherlands, Luxembourg, France,
West Germany and Italy. Despite the agreement of all member states to
establish a single market area in which the four freedoms would be
respected, it is important to note George and Bache’s observation that
“there is little evidence of supranational actors playing a key role in the
original decision.“3 Rather, “the initiative was taken ... by the political and
administrative élites in small states (such as Benelux) in pursuit of what
they perceived as their national interests in being part of a larger
economic grouping.”4 The idea here is that smaller states had more to
gain than to lose from unrestricted borders. Or, conversely, economic
protectionism would inevitably hurt small states which sought to
compete economically against the larger ones. This is not to say, however,
that larger states such as Germany and France would lose by the estab-
lishment in the single market, even though concerns were raised at the
time by French industrialists who did not favour an internal market as
much as their German counterparts. Rather, exporters from the larger
states in particular would not only also have freer access to smaller
markets that might have otherwise restricted the entry of a variety of
goods and services, but also access to each others’ large markets. From
this perspective, the establishment of a single market, though spear-
headed by smaller states, represented a positive-sum game for all poten-
tial actors in the Community, as opposed to a zero-sum (where some
would win while others would lose) or a negative-sum game (where all
would lose).

The second phase, characteristic of the internal market integration
process in the 1960s, witnessed attempts to deepen internal market policy.
In 1960, for example, on the insistence of the Commission, the Council of
Ministers agreed “to accelerate the original timetable for removing inter-
nal tariffs and quotas and erecting a common external tariff”.5 On the one
hand, full removal of internal tariffs would allow for the free flow of capi-
tal and goods that would benefit economic actors trading within the free-
trade area, while on the other, a common external tariff would prevent one
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member state from setting individual regulations with regard to imports
from countries outside the Community.

Yet despite calls for speeding up the integration process in the 1960s,
the third phase of the 1970s and early 1980s witnessed a type of “rev-
ersal” of the first two phases as nationalist protectionist measures were
pursued above single market goals. Both Europe and North America
witnessed an economic downturn at this time as a consequence of the
OPEC crises in the 1970s.6 State officials and various economic actors
responded to this decline in various sectors by pursuing protectionist
measures that had a twofold purpose. On the one hand, political and
economic actors sought to preserve the strength of “national champions”
– domestic companies with a dominant market position which were
usually but not necessarily state-owned – by restricting movement of
goods across borders in order to avoid dealing with external competitive
forces from other EU states. On the other hand, states sought to consoli-
date the strength of native capital by giving large amounts of state aid
(public subsidies) to favoured companies. This would have the effect of
inflating the share capital of some companies and allowing them to main-
tain their dominant position by making it all but impossible for any
competitors to seek entry into domestic markets.

The final phase, reflecting developments since the mid 1980s, saw a
significant move to “reverse the reversal” of the third phase with the
development of what is referred to as the “1992 Programme”. Led by
Commissioner Jacques Delors, as discussed in more detail in the next
section, new strategies were taken towards freeing the single market,
which was suffering in several dimensions, in order to make the Euro-
pean economy globally competitive. For example, customs-related
costs of trading products between member states were spiralling and
taking a significant portion of companies’ profits on intra-EU trade;
some estimates placed this cost at close to 25 per cent. Another exam-
ple was that value added tax (VAT) rates were not harmonized
throughout the Community, so that it was less profitable to do business
in some states than in others. Yet another example was seen when a
number of industries, including automobile production and telecoms,
lost heavily because different countries imposed different product stan-
dards. Strategies were therefore adopted to minimize these and other
costs to businesses, culminating in the “1992 Programme”7 which has
subsequently shaped single market developments over the last 20 years.
This programme introduced 279 measures that were aimed at ensuring
the free movement of goods, services, capital and labour by removing
three main types of barriers – physical, fiscal and technical – related the
examples mentioned earlier. Although drafted and approved in the mid
1980s, it was called the “1992” Programme because the end of 1992 was
the deadline for the introduction of the 279 measures that were deemed
necessary for the completion of the single market. 
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Physical barriers would be reduced by pursuing directives in the
1992 Programme aimed at ending cross-border checks on goods going
between one member state and another. Fiscal barriers were to be
eradicated through directives to harmonize VAT rates. And technical
barriers would be reduced in four ways. The first, a reaction to the
Cassis de Dijon ruling by the ECJ, discussed in more detail below, was
to pursue a minimalist approach to harmonization and mutual recog-
nition of goods produced throughout the Community. Second, barri-
ers to the free movement of capital would be dealt with though “three
directives covering cross border security transactions, commercial
loans and access to stock exchanges”.8 Third, in order to encourage a
competitive environment when states award contracts to companies,
EU public procurement policy was developed in the 1992 Programme
in order to ensure such an environment prevailed in different EU
member states.9 Fourth, free movement of labour was to be encour-
aged through new directives guaranteeing residence rights for all EU
citizens in all member states.10

In December 1985, the 1992 Programme and new decision-making
procedures for the Council11 were accepted by the Council in the Single
European Act, which took effect the next year. By 1992, over 95 per cent
of the single market directives had been accepted by the member states,
helping to create a competitive environment in which capital could
thrive.12 As one observer has noted:

The internal market is one of the EU’s most important achieve-
ments: an economic area in which [there are] ... greater oppor-
tunities for producers and consumers. ... [It] fostered economic
integration between European regions and ensured higher
levels of growth and cohesion.13

Measuring the success of the single market

This “success” of the single market programme is reflected in time-
series data which track the evolution of the internal market in terms of
member states compliance with EU initiatives, increased trade between
member states, increased cross-border investment by EU states,
increased trade with global giants and increased integration of the
European economy into the global market.

Turning to the first of these indicators, one of the main issues concern-
ing implementation of the 1992 Programme related to transposition of
legislation. In the words of the Commission in the ten-year report on the
functioning of the internal market, “Sometimes, member states do not
implement on time the EU [Internal Market] Directives which they them-
selves have agreed.”14 However, analysis of the data in Figure 4.1 shows
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that, while there was a large transposition deficit in the early years after
the 1992 deadline for completion of the internal market, this problem has
decreased substantially over the 15-year period.

Figure 4.1 indicates that even though in November 1992 as many as 20
per cent of all EU internal market laws were not being implemented, the
rate fell to approximately a tenth of this by November 2002. Part of this
reduction is due to the fact that in 1997 DG Internal Market established
what were referred to as “scoreboards”. These highlighted which member
states were (or were not) complying with EU regulations, an intended
consequence being to “shame” member states who were not compliant.

Turning to increased trade within the Community, Figure 4.2 shows
that as states have increasingly applied single market directives, intra-EU
trade has increased substantially, almost doubling in value between 1993
and 2003.15 This suggests that as the single market has become more inte-
grated and competitive, a process enhanced by the 1999 adoption of the
single currency discussed in Chapter 6, the volume of its trade has
increased dramatically and has resulted in a stronger European economy.

The growth of this single market has made Europe a leading world
power in the global economy. Although the single market comprising the

Figure 4.1 Average EU transposition deficit

Source: Eurostat.

Note: Yearly data represent the average of the transposition deficit data recorded in

both May and November by the European Commission, except for 2004 where only

June data is used.
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EU-25 represents only about 7 per cent of the world’s population, the EU
economies accounted for almost 20 per cent of world trade in 2005 (18.4
per cent of world trade in goods and 27 per cent of services). As such, by
2005 the EU was the world’s biggest exporter and second-biggest
importer.16

In order to discern recent trading trends and identify the main trad-
ing partners of this unified Europe, Figure 4.3 (next page) identifies the
top ten countries from which the EU imports goods and services. From
an analysis of the data over a ten-year period between 1994 and 2004,
several observations can be made. First, the highest amount of imports
came consistently from the United States. However, it is interesting to
note that imports started to fall slightly after 2000 and reached their
lowest point in 2003. This may have been a consequence of the strained
relations between the EU and the United States during the Iraq War, but
also reflects the increasing strength of the China and Russia in the
world economy, strengths into which the EU market seeks to tap. For
several years, Japan was the second-largest exporter to the EU, but
from 2002 it was relegated to third place as imports from China surged
ahead. By 2004, Chinese imports had increased five times from their
value in 1994, reflecting a steady positive growth throughout the
period.17 Other major exporters to the EU are the Russian Federation
and Switzerland. Switzerland, which had been the third largest in 1994,

[ 65 ]

Figure 4.2 Intra EU-15 trade total product (€1,000 million)

Source: Eurostat.
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had fallen to fifth position by 2004 due to the increasing strength of 
the Russian Federation. This demonstrates Russia’s ability to continue
to integrate its economy with the EU as more central and eastern
European states joined the enlarging Union.

Figure 4.4 shows EU exports from the EU-15; an overlap in terms of
the main trading partners previously seen in Figure 4.3 can be clearly
observed. As in Figure 4.3, one sees in Figure 4.4 that the largest export
market within the world economy is the United States throughout the
time series, even though 2003 and 2004 see a slight slowing down
compared with the levels between 2000 and 2002. In contrast to Figure
4.3, which showed that Switzerland’s position as an exporter had
declined, this country maintains the rank of second-largest trading
partner in terms of imports from the EU throughout the period.
Between 1994 and 2002, Japan was ranked third, but from 2003
onwards the third place was taken by China, reflecting the trend seen
in Figure 4.3. In terms of trading figures, however, one notices that a
comparison of data from Figures 4.3 and 4.4 shows that the Chinese sell
more to the EU than the EU exports to China, and this negative exter-
nal balance of goods and services has been most acute since 2000.
Turkey has become an export market of increasing importance, moving
from ninth place in 1994 to seventh place in 2004.

In terms of the goods that are traded in the global economy, the most
significant imports into the EU since 1997 have been machinery and
transport equipment (which constituted 40.66 per cent of imports in
200418), followed by other manufactured goods (25.66 per cent in 2004).
Mineral fuels, lubricants and related materials have been the third-largest
imports (18.1 per cent), followed by chemicals and related products (9.23
per cent) and food and drink products (6.32 per cent). Similar trends are
seen for exports: the largest exports are machinery (44.67 per cent of all
exports in 2004), followed by other manufactured good (32.2 per cent),
chemicals (15.32 per cent), food, drink and tobacco (4.75 per cent), and
mineral fuels (3.02 per cent). 

Given the increased trade within and volume of the single market,
coupled with the ability of the European single market to place itself in
a strong position within the world economy by continuing to deal with
major international players, it is no great surprise that the actual invest-
ment flows of the EU-15 have also generally increased. This is captured
in Figure 4.5, where direct investment flows are measured as a percent-
age of the GDP. The top line shows EU outward flows to non-EU coun-
tries, and the lower line inward flows from non-EU countries. The
former suggests that, over time, EU countries have increased their
levels of investment in non-EU countries; this indicates that, as the
internal market has developed, EU capital has gained increasing
strength that allows it to adopt investment strategies beyond the
Community. The lower line suggests that the internal market has seen
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a steady increase of investment from third-country competitors, high-
lighting the fact that the internal market has to some degree created an
open area that is amenable to international investment and trade.
Foreign direct investment (FDI) from non-EU countries reached its
peak in 2000, when it was approximately five times higher than in 1990.
With these observations in mind, one may argue that while single
market policy has resulted in EU capital increasing its ability and
strength to invest in international markets, foreign capital is also more
likely to invest in a free-trade area in which profits can be easily made,
given the effects of functioning in a free-trade area.

All these dynamics have therefore resulted in a single market area
that is more integrated into the global economy, as seen in Figure 4.6.
The “trade integration” index developed by Eurostat measures how the
single market area is becoming increasingly integrated within the inter-
national economy. Figure 4.6 depicts the trade integration of goods (top
line) and of services (lower line); the higher the value of the y-axis, the
higher the level of trade integration within the global economy.19

Although service integration reached a peak in 2000 and has since
declined slightly, the top line demonstrates an overall positive slope
over the eleven-year period, suggesting an increasing integration
within the global economy with regard to goods. Like the top line
(although not having attained a local maximum value in the time
series), the bottom line similarly indicates an overall positive slope,
albeit to a lesser degree. This suggests that services of the EU are
increasingly becoming integrated within the global economy, reflecting
the success of 1992 Programme which sought to develop a strong,
single, integrated market which was internationally competitive.

Beyond the transposition and economic data that reflect the success

[ 69 ]

Figure 4.5 Direct investment flows of the EU-15 as a percentage of GDP

Source: Eurostat.
Note: top line shows EU outward flows to non-EU countries; lower line shows inward
flows from non-EU countries.
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of the internal market since the 1990s, the EU has also set up an inno-
vative mechanism, SOLVIT, to help ensure that supranational single
market policies are enforced effectively. Based on a Commission
proposal for effective problem solving in the internal market first
outlined in November 2001 and approved by the Council in March
2002, SOLVIT represents a non-judicial dispute mechanism that seeks
to find effective solutions to problems businesses and citizens may
encounter in the internal market. Of course, citizens and businesses
may seek to remedy such problems – particularly the non-transposition
of EU directives by member states – by raising a formal complaint that
may eventually involve the EU’s legal system, a process which may be
lengthy. SOLVIT was proposed by the Commission as an alternative
mechanism offering rapid solutions to internal market problems. Such
problems may include those encountered both by businesses, such as
administrative obstacles in the internal market, and citizens, such as
residency rights, recognition of professional qualifications, and social
security benefits. In terms of “problem solving” when there is a
perceived misapplication of internal market rules, SOLVIT allows citi-
zens and businesses to make complaints to their nationally based
SOLVIT centres, which in turn seek to find a solution working in
conjunction with both the state where the problem has occurred and
the main Brussels SOLVIT centre. Usually solving problems within its
self-imposed ten-week deadline, SOLVIT has found remedies to dozens
of cases since 2002; examples of issues that have been dealt with
include market access for products and services (22 per cent of cases),
recognition of professional qualifications (21 per cent), social security
benefits (14 per cent) and taxation issues (11 per cent).20

Figure 4.6 Trade integration in the international economy of the EU-15: goods
and services

Source: Eurostat.
Note: top line shows trade integration of goods; lower line shows integration of services.
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Single market policy and its 1st order status

To sum up, the evidence assembled here helps demonstrate that single
market policy can be best considered as a 1st order policy. In terms of
its evolution, the first part of this section highlighted the different
phases of the policy’s development. It was argued that while internal
market policy developed favourably in the 1950s and 1960s, the 1970s
saw a retreat from free trade as member states pursued protectionist
policies in the face of economic downturn. This protectionism was
reversed with the development of the 1992 Programme in the mid
1980s, which introduced various directives and measures to remove
physical, fiscal and technical barriers previously raised by member
states in the single market. At that time, it was considered a priority to
deepen the integration process at the EU level in trade policies, with a
concomitant diminution in the role of national governments in legislat-
ing in this area, in order to promote the free movement of capital,
goods, services and people in the single market. The chapter went on to
discuss the impact of single market policies. Member states have
increasingly transposed single market directives from Brussels, thereby
demonstrating that the transfer from national to supranational law has
taken place and that major efforts towards integration in this area have
been made. High levels of transposition by member states also demon-
strate that not only has the domestic level abrogated much of its author-
ity to legislate in this area, but also that all parties involved agree that
deeper integration of the internal market was necessary. It was also
argued that the success of internal market policy can be measured by
analysis of data showing increased trade and investment in the single
market area. The has allowed the single market to become a strong one
vis-à-vis other major international players with which it trades and to
become increasingly integrated into the world economy.

We now turn to a detailed analysis of developments surrounding the
initiation and negotiation of the 1992 Programme in order to better
understand which actors were involved, and how this can be theoreti-
cally characterized on the basis of the various models presented in
Chapter 3.

Formulation of the 1992 Programme

It should be noted from the beginning that the formulation of the 1992
Programme and the Single European Act has resulted in heated
academic debate. As Anderson’s work points out, “the debate
revolve[d] around the point at which the political consensus under-
pinning the SEA emerged and around those [actors] most central to
the outcome.”21 Given this, one may see the debate as revolving
around the two main schools of EU integration theory,22 both of which
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were discussed in Chapter 3. On the one hand, authors such as Sand-
holtz and Zysman argue that, “the renewed drive for market unifica-
tion can be explained only if theory takes into account the policy
leadership of the Commission,”23 pointing to the importance of the
supranational governance perspective in explaining the formulation
of the single market initiative of 1986. On the other hand, authors
such as Moravcsik24 contend that the Single European Act is best
understood by focussing the analysis on the actions of, desires of and
negotiations within the Council of Ministers, suggesting the impor-
tance of the intergovernmentalist model. While considering the ideas
raised in the academic debate over the reasons for the 1992
Programme, this section has two main objectives. First, we seek to
answer the question: which actors were involved in both the policy
initiation and negotiation stages? Second, given these actors’ partici-
pation in these two conjunctures of policy formulation, how can one
best theoretically characterize these developments? In order to
answer these questions, while doing justice to the wide range of
academic articles on the theme that point to the importance of differ-
ent theoretical perspectives, we start with a chronological examina-
tion of developments first during the policy initiation stage (1979 to
early 1985) and then the policy negotiation one (1985–86).

Policy initiation: the ECJ and the European Commission ... 
and a glass of Cassis

As discussed in Chapter 2, few political science analyses have exam-
ined the policy-making role of the European Court of Justice. However,
in their analysis of judicial politics, Alter and Meunier25 provide a
useful analysis of the effects of the 1979 Cassis de Dijon decision by the
ECJ on the development of the Single European Act. In this case:

the Court was asked to rule indirectly on the legality of a German
law that required spirits to have a minimum alcohol content of at
least 25 per cent. The effect of this law was that the French liqueur
Cassis de Dijon, which had an alcohol content of 15 per cent to 20
per cent, could not be marketed in Germany. ... [T]he Cassis cases
was selected as a test case by the plaintiff’s lawyer to ... provoke
harmonization in the alcohol industry. ... [T]he German govern-
ment defended the validity of its regulation primarily on health
grounds ... claiming that alcoholic beverages with low alcohol
content might more easily induce a tolerance toward alcohol than
more highly alcoholic beverages.26

In its decision, the ECJ ruled against the German government and, by
extrapolating from the case, stated that there is:
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No valid reason why, provided that they have been lawfully
produced and marketed in one Member State, alcoholic bever-
ages should not be introduced into any other Member State.27

In Alter and Meunier’s view, the Cassis verdict “acted as a catalyst,
provoking a political response by the Commission, which attempted to
capitalize on the verdict to create a ‘new approach to harmonization’”,28

eventually resulting in the Single European Act. At the time of the
Cassis judgment, the Commission was seeking to remove technical
barriers in order to increase the efficiency of trade within the Commu-
nity. Given that the Cassis ruling offered provocative language in order
to advance mutual recognition of goods to be traded within the
Community, the Commission seized upon it to justify eradication of
barriers found in the internal market.

In the wake of the Cassis ruling the Commission, acting as a “policy-
entrepreneur”,29 initiated discussion of further integration of the inter-
nal market with a communication in 1980 that outlined the need for
member states to consider other states’ viewpoints when commercial or
technical rules for the movement of goods were being considered with
the goal of ending internal protectionism. In the words of Alter and
Meunier, “the Commission used the verdict as a justification to redirect
its harmonization policy in a way that promoted freer trade and further
integration,”30 despite some opposition from member states such as
France, Germany and Italy which, in contrast to intergovernmentalist
arguments discussed later, originally opposed the Commission’s
proposals as they feared that mutual recognition of goods would
decrease quality and safety standards. From this perspective, while the
ECJ did not make policy per se, the Cassis decision reflects how the
court can act as a “provocateur”: the decision precipitated a political
process whereby the Commission, acting as an entrepreneur, effectively
used the ruling as a means to open the discussion on ways of making
trade more efficient, an objective to which the Commission had for
some time been committed.31

After expressing its desires for increased liberalization of the inter-
nal market in 1980, the Commission went further in 1984, calling for a
decrease in not only technical, but also physical and fiscal barriers.
Internal Market Commissioner Karl-Heinz Narjes “produced a
comprehensive package of proposals to complete a European Common
Market in late 1984 [even though there was] no outpouring of support
from government leaders”.32 The point to note here is that even in the
early 1980s the Council of Ministers did not itself spearhead proposals
for internal market liberalization. Rather, believing that barriers to
trade within the Common Market did more harm than good, the
Commission elaborated on its own provocative suggestions in the
wake of the Cassis case to continue to push for greater freedom of trade
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in Europe. The 1984 document from the Commission33 “listed hundreds
of pre-existing pieces of legislation – ranging from standardization to
social actions to environmental issues – deemed necessary for the
creation of an internal market“.34

In sum, this analysis of ECJ’s Cassis de Dijon ruling of 1979, paving
the way for the calls by the Commission between 1981 and 1984 for
internal market reform, highlights how the initiation for the 1992
Programme stemmed from two main EU institutions: the ECJ and the
Commission. On the one hand, the actions of the ECJ served as a cata-
lyst for internal market reform. On the other, the Commission
adopted a two-pronged strategy. It used the Cassis decision as a
means to open up debate and take the first steps towards reform of
the internal market. Second, the Commission persistently articulated
the need for reform, despite reservations raised by some member
states. Clearly, the Commission was tenacious throughout this five-
year span; even though its ideas and proposals in the early 1980s were
not altogether well received by member states, it continued to insist
that reform of the internal market was necessary. Full negotiation of
this proposal would take place shortly after Delors took over in 1985,
as discussed below.

Given these dynamics, one may reasonably argue that ideas raised
in the supranational governance theoretical perspective help explain
developments in the initiation phase of the policy: EU institutions
were largely responsible for putting the internal market reform pack-
age on the agenda in the late 1970s and early 1980s, despite some
concerns being raised by some member states. Interestingly, in
contrast to the lessons of other policies discussed in this book where
supranational governance appears crucially important in light of the
key role of the Commission (as seen, for example, in the next chapter
on Competition policy), the ECJ also plays a key role in the initiation
phase of the 1992 Programme. Although direct policy output per se
did not flow from the ECJ, the fact that it provoked the Commission
to take initial steps towards developing a policy, while at the same
time providing a justification for that policy, demonstrates how the
Courts can have an indirect policy-making role.

Policy negotiation: Jacques Delors meets the ERT (for the first time)

Turning to the negotiation phase of the 1992 Programme, one may
argue that this starts with the new Commission President Jacques
Delors’ comments in early 1985 when taking over his post. Following
the 1984 package presented by the Commission, in January 1985 the
Delors-led Commission would clearly signal its intention to embark
upon unprecedented single market reform. Gillingham interestingly
characterizes Delors as a:
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high strung, overbearing, rude, thin-skinned, dynamic, inex-
haustible, creative, independent, deeply mystical, outwardly
conventional, elusive and maddening though irreplaceable
loner ... [who] put the collective body of Euro-guardians in the
front ranks of the drive to integrate Europe ... [and] intended to
construct a powerful new, united “Europe“ that was immune
to globalization and strong enough to contest the international
leadership of the United States.35

Within days of becoming Commission President, Delors told the EP of
“the new Commission’s intention to ask the European Council to pledge
itself to completion of a fully unified market by 1992, to be achieved with
the help of a programme comprising a realistic and binding timetable.”36

There are three main, related, reasons why Delors was so in favour
of deepening the single market, beyond the fact that he believed that if
monetary union was to be achieved a single, integrated market had
first to be established. First, as alluded to by Gillingham above, Delors
sought to “revive“ Europe after the European economic downturn of
the 1970s and amid fears that Europe would not be competitive with
the USA and Japan, which had been gaining increasing economic
strength in the world economy since the early 1980s. The importance of
the “economic factors” described by Cameron37 is echoed by George
and Bache who argue that:

by the mid 1980s there was a net flow of investment funds from
Western Europe to the United States. This augured badly both
for the employment situation in Europe in the future, and for
the ability of European industry to keep abreast of the techno-
logical developments that were revolutionizing production
processes. ... When European industrialists were asked what
would be most likely to encourage them to invest in Europe,
they replied that the most important factor for them would be
the creation of a genuine continental market such as they expe-
rienced in the United States. It was therefore ... [in] an attempt
to revive investment and economic growth that governments
embraced the free-market programme.38

Second, Delors knew that of the various options available that could
be taken to revive Europe, internal market reform would meet with
the most agreement among all member states because of their increas-
ing dependence on intra-community trade. As Cameron states, “as
the member states became more dependent on trade in general in
decades before the development of the 1992 initiative, they also
became more dependent on trade with other members of the
Community.”39 Cameron’s data specifically demonstrates that while
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in 1960 countries such as Germany, France and Italy saw 30 per cent
of their exports going to other EU states, by 1985 this figure had
increased to 50 per cent. Delors therefore knew that completion of the
internal market would be something that many states would be in
favour of, given that a “deregulated, free market Europe appealed 
to the new governments of the right in Britain and West Germany
while the failure of the French socialist experiment ... removed any
opposition from Mitterrand.”40

A third reason, which builds on the arguments raised in the second
point, for Delors to pursue internal market reform was not just that many
member states would be in favour of it, but that the UK in particular
would support the initiative. In other words, many observers consider
that the UK (oftentimes referred to as the “awkward partner“) represents
in mathematical terms the “lowest common denominator“ of all member
states: because the UK often opposes major EU reforms, if that country’s
support can be guaranteed right from the beginning then the chances are
greater that the package will be approved by the rest of the Council.
Delors knew that under Thatcher, the UK would be in favour of the
strong liberalization measures that the 1992 Programme would prescribe.
From this perspective, Delors was to strategically pursue this specific
reform in the full confidence that one of the main potential obstacles – the
UK – would back the Commission. This interpretation suggests that the
Commission did not pursue this policy in response to the dictates of some
members of the Council, as intergovernmentalists would argue. Rather,
the Commission choose policy options strategically, knowing full well
that certain key members of the Council would not offer resistance; this
interpretation adds strength to arguments put forward by supranational
governance scholars who point to the primary role of supranational EU
institutions in policy shaping. Echoing these ideas, Wallace also argues
that Delors chose single market policy precisely because he knew it
would gain the acceptance of the UK, not that the UK dictated to the
Commission what needed to be done:

The internal market is important not only for its own sake, but
because it is the first core Community issue for over a decade
... which has caught the imagination of British policy makers. ...
The pursuit of a thoroughly liberalized domestic European
market has several great advantages: it fits Community philos-
ophy, it suits the doctrinal preferences of the current British
Conservative government.41

Following Delor’s comments in early 1985, at the end of March that
year the European Council expressed agreement with his plans for the
creation of the single market. As such, the Council sanctioned the
Commissioner for Trade and Industry, Lord Cockfield, to pursue a
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report on freeing the internal market. By June 1985 Lord Cockfield, a
man close to Delors and highly trusted by him, presented the White
Paper on Completing the Internal Market.42 His main remit was to
consider the measures necessary in order to better enshrine the four
freedoms. Outlined in the paper were approximately 300 directives that
were aimed at ensuring the free movement of goods, services, capital
and labour by removing physical, fiscal and technical barriers. Most of
these proposals would eventually be reflected in the final version of the
1992 Programme that was later approved by the Council.

The evidence suggests that these reforms outlined in the White
Paper shared strong similarities to ideas raised by capital actors. The
work of Cowles43 specifically shows that the reforms borne in the Cock-
field report have strong similarities with the themes outlined by the
capital actors in the European Round Table. In other words, during the
time that Delors was expressing the need for internal market reform in
1985, it can be seen that capital actors in the form of the ERT were
putting forward similar ideas and proposals about the reforms that
ought to be pursued. The ERT itself was formed in the early 1980s in a
time of low economic growth, high levels of inflation and low profit
margins, and one of its main objectives was to reform the internal
market. Recognizing the poor organization structures of UNICE in the
1980s, the CEO of Volvo, Pehr Gyllenhammar, along with other top
industrialists such as Phillip’s CEO Wisse Dekker and Fiat’s Umberto
Agnelli, sought to develop the ERT as a means to “to spur growth, and
to build industry and infrastructure in Europe”.44 The work of authors
such as Balanya et al highlights how, even from the beginning, the
ERT’s access to European Commissioners was unchallenged, while it
also maintained privileged connections with members of the increas-
ingly powerful European Parliament.45

In terms of themes of interest shared by the ERT and the Commis-
sion with regard to single market reform, Cowles’ work demonstrates
how, while Delors was emphasizing in speeches the need for specific
reforms in the internal market, members of ERT were simultaneously
formulating similar blueprints for change in order to consolidate the
profitability of European businesses operating in the continent. For
example in January 1985:

Wisse Dekker, CEO of Philips, unveiled a plan, “Europe 1990”
before an audience of 500 people including the newly
appointed EC Commissioners. The plan laid out in precise
terms the steps needed in four key areas: trade facilitation
(elimination of border formalities), opening up of public
procurement markets, harmonization of technical standards,
and fiscal harmonization (eliminating the fiscal Value Added
Tax frontiers) – to open up a European Market in five years.46
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Administrative barriers (technical barrier) 1
National standards and regulations (technical barrier) 2
Physical frontier delays (physical barrier) 3
Community law (technical barrier) 4
Restrictions in the capital market (physical barriers) 5
Differences in VAT (fiscal barrier) 6/7
Regulation of freight transport (physical barrier) 6/7
Government procurement (technical barrier) 8

Source: Ceccini Report, 1998.
The numbers on the right represent the rank-ordering of each of the concepts, based on
responses by business leaders.

Table 4.1 The major market barriers in the EU as ranked by business

As seen in Table 4.1, among business groups surveyed who would later
express their concerns to the Commission,47 the most important issues
related to physical and technical barriers, while fiscal constraints were
the least important. Of these, the highest ranking were administrative
delays, national standards and border delays.

Upon closer examination, one sees that the comments initially made
by Dekker of the ERT, as well as the areas of concern raised by other capi-
tal interests, are reflected in the main themes addressed in the Commis-
sion’s White Paper, demonstrating how both sets of actors worked
together during the negotiation of the policy. This “Commission–capital“
coalition, as the literature has referred to it, first clearly manifested itself
in the formulation of the 1992 Programme, even though it appeared again
in the development of other policies as seen later in the book (namely
Merger Control Regulation and Economic and Monetary Union). In the
negotiation of the 1992 Programme, the two actors differed on only one
count: whereas capital optimistically sought a 1990 deadline for the
completion of the internal market, the Commission more realistically
planned it for 1992.

There are three possible explanations that may help us better
understand why capital actors and the Commission worked together
in the development of the 1992 Programme. One explanation relates
to “resource dependencies”. The argument here is that EC institu-
tions, increasingly responsible for shaping the regulatory environ-
ment, were understaffed and in need of the expertise offered by
private interests.48 Similarly, capital relied on the EU institutions for
specific information when considering its attitudes towards internal
market reform, including standards of services, employment
practices and price traditions. Access to this type of information 
was clearly crucial for rational capital actors seeking to minimize 
the uncertainty of their operating environment in the world econ-
omy. And in order to secure access to reliable sources of information,
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European businesses had to establish networks with European insti-
tutions if they were to be successful players in an increasingly global-
ized world. As a result of these resource dependencies, the
Commission and capital forged a close relationship

A second, related explanation relates to the overlap of medium to
long-term interests held by both the Commission and capital. Delors and
the Commission might have had more general, Europeanist interests in
cementing a place for Europe in the global economy. But the Commis-
sion’s achievement was crucially dependent, as they knew, on revitaliz-
ing the European economy. This revitalization, which was also in the
interests of major capitalist businesses, needed the input and explicit
support of capital actors: capital’s negotiation with the Commission of
the details of the 1992 Programme was therefore vital. Similarly, from
capital’s perspective, the support of the Commission was necessary to
fulfil the medium and long-term economic goals of capital, which sought
to create single market conditions (such as the free movement of goods,
service and capital throughout the EU) which would allow big businesses
to make more money.

A third explanation relates to the desire of both participants to
“cement” their present and future role in EU regulatory policy. Moreover,
economic actors needed to have strong relationships with the Commis-
sion in order to help shape the Community’s policy agenda so that it
would reflect their economic interests.49 Rose argues with reference to the
Single Market that economic actors, such as manufacturers, pressured
Brussels “to adopt policies defined in terms of economic interests instead
of national interests”50 and to base policy on rationally based economic
concerns. In this specific policy area, capital realized that centralization of
market regulation would significantly reduce business transaction costs,
thereby allowing businesses to increase profits and seek further market
expansion. Thus organizations such as the ERT, as well as individual
businesses in general, supported the 1992 Programme and demanded
privileged policy-making access.51 On the other hand, if the Commission
had isolated itself from the principal actor operating in the internal
market, namely capital, its recommendations for internal market reform
would have lost serious legitimacy. This could have left the impression
that the Commission was a “non-credible“ policy-maker, not only in the
eyes of capital actors, but also, potentially in the eyes of the Council. This
is something which the Delors Commission would have wanted to avoid
– especially in its first year of functioning – given not only the potential
embarrassment at the time, but also the damage it would inflict on their
ability to pursue other future reforms, including those to competition
policy and the creation of the Economic and Monetary Union as
discussed in Chapters 5 and 6 respectively.

Irrespective of analysing the role of the Commission–capital coali-
tion in the negotiation of the 1992 Programme, it is necessary to attempt
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to evaluate the relative importance of the actions of the Council in this
process. As discussed earlier, in March 1985 the Council sanctioned
Cockfield to produce a White Paper. Thereafter, in June 1985, with few
changes to the ideas outlined in the Cockfield Report, the Milan Coun-
cil accepted the objectives of the White Paper and the completion date
of the end of 1992.52 And in December 1985, the Council finally agreed
on the Single European Act, the main parts of which consisted of the
1992 programme and the acceptance of qualified majority voting
(QMV) for certain issue areas. Given these actions, there is little doubt
that there was a formal role for the Council in the process, most signif-
icantly that of giving the final approval. However, what remains less
clear is the significance of its role during the formulation process. Those
pointing to a major role for the Council in the policy formulation, such
as Moravcsik who argues from the intergovernmentalist perspective,
contend that the Council delegated the Commission to pursue the
Cockfield White paper, that capital actors were not engaged until late
in the process, and that other EU institutions (such as the EP and ECJ)
had insignificant roles in policy formulation.53 The intergovernmental-
ists argue that specific member states were of importance in producing
the Single European Act.54 These included the UK, which sought
increased liberalization, as well as Germany and France, both of which
desired internal market reforms because they were export economies.
Germany and France also supported integration in general and
believed that the 1992 Programme could be used to work towards their
desired goals of liberalization. 

However, one may contend that the intergovernmentalist arguments
are relatively weak on at least three grounds. First, although the Council
formally authorized Lord Cockfield to produce the White Paper, this can
be seen as a natural, if not necessary, reaction to developments that had
already taken place. These developments included: the 1979 Cassis deci-
sion of the ECJ that had signalled the need for reform; calls by the
Commission in the early 1980s for internal market reform in the wake of
Cassis, which were largely ignored by the Council at the time; the
proposals outlined in early January 1985 when Delors had clearly indi-
cated the Commission’s desire for internal market reform; and capital’s
open support for the Commission and its call that the internal market
ought to be pursued. In other words, if the Council sanctioned the White
Paper, it was only because it could no longer afford to ignore the issue,
given the dynamics of the previous six years. 

Second, the actions of the ERT clearly demonstrate that business was
involved in the process well before both the Milan and Luxembourg
Council meetings. It is therefore somewhat debateable to argue that its
participation came after the fact as claimed by intergovernmentalists.
Even Moravcsik in his later work recognized the importance of the
Commission and business by stating that, “the decisive impulse
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stemmed from far-sighted Commission officials like Etienne Davignon,
Jacques Delors and Arthur Cockfield ... backed by a coalition of vision-
ary multinational businessmen who, strongly supportive of market
liberalization, convinced or circumvented reluctant national leaders.”55

Athird point has already been discussed in examining the reasons why
Delors placed completion of the internal market at the top of the agenda
when he came to power. One may contend that the Commission chose
internal market reform knowing that member states, especially the UK,
would agree with it, not because such states had demanded or instigated
the calls for such a reform beforehand. Besides, it was not just the UK,
Germany and France that would be in favour of the Commission’s
reforms. Other EU states, such as Spain led by Felipe González, sought
supranational neo-liberal reforms, urged on by neo-liberal elements
within his Cabinet and aware of the need to justify pursuit of such policies
at the domestic level.56 In Socialist Spain’s view, as in that of Socialist
France, Brussels was seen as useful scapegoat for pursuing reforms that
would have otherwise been difficult to achieve at the domestic level, given
potential opposition from various social actors such as trade unions.

In summary, analysis of developments in the negotiation phase of the
1992 Programme highlights the importance of the actions of both the
Commission and capital actors. This was particularly evident in the way
the Commission was led by Jacques Delors who, when taking over the
Presidency in 1985, clearly intended to pursue the reforms and was will-
ing to work alongside actors from European business in the form of the
ERT to achieve internal market reforms, forming a Commission–capital
coalition in the process. Although the Council itself did have a formal
role in approving the 1992 Programme, it was argued that its bargaining
power in negotiating the policy was relatively weak compared to the
other main actors. It was the Commission–capital coalition that shaped
the policy which major member states had different reasons for accept-
ing. In light of this, one may reasonably argue that both the supranational
governance and DEC perspectives help explain the negotiation of the
1992 Programme. Or, from a different vantage point, ideas from the inter-
governmentalist, pluralist and corporatist perspectives are less relevant
in explaining the shaping of the 1992 Programme.

Conclusions

The first section of this chapter analysed the broad objectives and evolu-
tion of EU single market policy. It argued that while the overall objectives
of internal market policy are to promote the free movement of goods, serv-
ices, persons and capital, the evolution of the policy area reveals different
conjunctures or phases of its development. The first phase, seen in the late
1950s, was when the principles of the single market were established; in
the second phase (of the 1960s), there were some attempts to deepen the
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integration process; in the 1970s there was a phase when member states
reverted to protectionist measures; and in the final phase, seen in devel-
opments since the mid 1980s and the passage of the 1992 Programme,
numerous measures to eradicate physical, fiscal and technical barriers
were implemented, resulting in a deepened integration of the European
market intended to secure a competitive position for the EU within the
global economy. After analysis of the evolution of the internal market in
terms of the percentage of EU-led directives that have been transposed at
the national level, the increased levels of intra-EU 15 trade over the last
decade, the increased investment flows both from and to the EU, and
increased integration of the European economy in the world economy, it
was concluded that internal market policy constitutes a “1st order” policy,
given that competences in this area have been fully transferred to the
supranational level.

The second section offered a more detailed analysis of the formulation
of a specific aspect of internal market policy, the 1992 Programme. The
first part of the section highlighted the importance of two main actors in
the initiation phase. The first was the ECJ which, in its Cassis de Dijon
decision, served as what was referred to as a “policy provocateur”. The
second major actor was the Commission, which used the Cassis case to
justify its own goals for single market reform and stressed the need for
reform to a sceptical Council throughout the 1980s. Given this, and keep-
ing in mind the five theoretical perspectives outlined in Chapter 3, the
evidence suggests that the policy initiation phase can be best character-
ized by ideas developed in the supranational governance perspective,
because of the importance of the ECJ and the Commission in initiating
the 1992 Programme through its actions between 1979 and 1984. Turning
to policy negotiation, the evidence suggests that the Commission, led by
Delors who took over its Presidency in 1985, and capital in for the form
of the ERT were both instrumental in the negotiation of the 1992
Programme. It was argued that this Commission–capital coalition can be
explained when one considers both “resource-dependencies” between
the actors and their desires to cement their present and future policy-
making role. It was argued that, even though the Council had a formal
role when the 1992 Programme had to be approved, this institution
nevertheless played a relatively limited role in terms of initiation and
negotiation of the details of the policy when compared to other actors. As
such, it was argued that both the supranational governance and DEC
perspectives are of most relevance when seeking to theoretically
characterize developments during the negotiation of the policy.
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5 Competition policy: ensuring a
competitive European market

In the first section of the chapter, we will consider the broad objec-
tives of EU competition policy. While offering a brief analysis of the
evolution of the overall policy area and aspects of its implementation
process, we will examine whether or not the policy has the character-
istics of being either a 1st order or 2nd order policy in terms of its
impact and its evolution. The second section offers a more detailed
analysis of a specific reform pursued in the policy area, focussing on
the Merger Control Regulation of 1990. We will specifically consider
which actors were involved in the initiation and negotiation process
and, based on this analysis, how one should theoretically characterize
these developments. The chapter argues first that EU competition
policy can be considered a 1st order policy. The second main argu-
ment is that the major actors involved in the policy formulation
process include both the Commission and representatives of capital,
suggesting that both the supranational governance and the dominant
economic class (DEC) perspectives are of value in explaining the
policy.

Objectives and evolution of competition policy and its 
“1st order status” in the integration process

Competition policy seeks to ensure a level playing field for business in
the single, integrated European market. This broadly means that member
state governments should seek to improve economic competitiveness
and that neither public nor private enterprises should be given a privi-
leged market position vis-à-vis their competitors. As laid down in Article
3.g of the EC Treaty, regulations have been established in order to ensure
that “competition in the internal market has not been distorted”. Such
regulations are seen in four main areas: state aid, liberalization, anti-trust
measures and merger control. This section considers the broad objectives
and evolution of each in turn and then concludes that the policy has
attained a 1st order status. The reader will note that the discussion of the
objectives and evolution of the four areas is together comparatively larger
than that of many other policy areas considered in this book. While this
discussion reflects the complexity and depth of the subject, it also offers
significant examples of developments in competition policy over the last
decade. This will enable the reader to see the full dynamics acting in this
policy area, which many observers of EU politics contend remains one of
the most exciting.
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State aid control: hand it over

State aid control seeks to prevent market-distorting subsidies that
prevent fair competition in the single competitive market. Through Arti-
cles 87 and 88  of the TEU, as well as the Transparency Directives of
1980/1993, the European Commission is legally empowered to investi-
gate and prohibit market-distorting aid.1 In its most common form, state
aid comprises subsidies given by member states to public or private
firms; in some cases, aid may also be given to promote regional devel-
opment, research and training. While it is generally acknowledged that
regulation of state aid was somewhat weak throughout the first years of
the Community, the Commission clamped down on aid from the mid
1980s onwards,2 a consequence of the desire to create a truly liberal single
market outlined in the Single European Act (SEA). 

State aid control regulates member states that give market-distorting
aid, rather than clamping down directly on the companies receiving such
funds. For example, as discussed by Chari and Cavatorta3, member states
giving aid during privatizations can be constrained or even stopped by
the Commission. This was seen, for example, when the Commission
intensely scrutinized aid given during the sale of the British Rover Group
to British Aerospace in the early 1990s, as well as in the case of France’s
Credit Lyonnais, which was massively bailed out in the mid 1990s in
order to prevent its bankruptcy before its privatization.4

The tough stance on aid, particularly since the SEA (1986) and
Commissioner Karel van Miert’s leadership of the Competition Direc-
torate during the Delors Commission, was based on producer and
consumer concerns to create a truly competitive market in the global
economy. From the producers’ viewpoint, unfair subsidies allow recipi-
ents to maintain or increase their position irrespective of market forces.
The forms of aid potentially given to either public or private companies
may include direct subsidies, recapitalizations, loans below market rates,
writing off debts, cash contributions, and loan guarantees given by the
member state to companies.5 From the consumers’ perspective, the prices
and quality of goods are not necessarily optimal because state aid
prevents other competitors from entering the market or establishing a
strong position.

Figure 5.1 considers the potential steps that may be taken when a
state gives aid. States are legally bound to notify the Commission of aid
given but, as the right-hand side of the figure indicates, this does not
always occur. An example of this was seen when several tranches of aid
were given public enterprises in the Spanish state holding company INI
(The National Industry Institute) throughout the 1980s and early 1990s
with the aim of priming the companies before they were sold for a price
well below market value.6 Because of the lack of information about
such aid, the Commission did nothing. In the case where a state does
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not notify the aid and the EU becomes aware of it (say, for example,
through a third party complaint), the Commission may issue an interim
order that the aid be suspended until the Commission has studied the
case (in other words, non-notification in itself does not render the aid
illegal). However, this “interim order” has rarely been used by the
Commission, meaning that most unnotified aid generally goes through.

Nevertheless, it is important to note that as competition policy has
gained increasing force since the early 1990s, particularly with Van Miert
as the Competition Director, states have increasingly notified the
Commission of subsidies. This is reflected in Commission estimates that
in 1990 cases not notified represented about 20 per cent of all aid cases in
the Community, while in 1996 this figure dropped to slightly over 14 per
cent. This suggests that over time states have been increasingly notifying
aid and complying with community regulations.7

The left-hand side of the figure indicates the two possible results
when an aid is notified: it can be approved or deemed illegal. Most
aid approval occurs in the first phase of Commission investigation. If

Figure 5.1 State aid policy steps at EU level

Member state (MS) notifies
Commission (DG IV) of aid

Yes No

Phase 1 – Determination where
under Article 92.87 aid fits and

initial investigation

State aid is
approved
(generally 

authorized at
this stage)

Further
investigation
and attempt
to arrive at

final decision

Phase 2 – Deeper investigation

Aid approved
Aid deemed illegal – negative

decision (recovery of aid by MS)

Commission may
occasionally
issue interim

order requiring
aid suspension

and force formal
notification by
MS (ECJ – aid

cannot be
deemed illegal

simply because
not notified)

Commission
does nothing

– aid is 
effectively
“approved”
(most cases
when aid is

not notified)
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an aid is rejected, this will occur after deeper, “Phase 2” investigation.
One example where the Commission has prohibited aid is seen in the
partially negative decision in the late 1990s that allowed Germany to
make a cash injection of only approximately a third of the almost
€400 million it sought to give to Volkswagen. While a member state
may appeal against a negative decision to the European Court of
Justice, most judgments have upheld the decision taken by the
Commission.

One may argue that prohibiting aid is more the exception than the
rule, considering that less than 4 per cent of all aid cases are deemed
negative or partially negative. Nevertheless, this number does not
reflect the tough stance that the Commission has taken against aid,
often “verbally prohibiting” an aid even before it is proposed. For
example, after 9/11 several European airlines needed cash injections in
order to continue operating, as seen in the case of the Irish carrier Aer
Lingus which was suffering from low sales, a high debt-to-equity ratio,
and an aging fleet.8 However, when the Irish government (like many
European states that own their national airlines) contemplated giving
aid, both the Competition Commissioner Mario Monti and the Trans-
port Commissioner Loyola de Palacio pre-empted any such attempt by
clearly stating to member states that any aid given to national carriers
would be deemed illegal and that it was up to the companies them-
selves to rationalize their behaviour in the single market. This not only
reflects the supremacy of the EU when aid is considered, but also
suggests that there is an element of informal governance at play with
regard to aid: it is unlikely that a member state will pursue a measure
unless it is almost certain that the Commission, which has the final
word, will give its approval. 

Indeed, the idea that member states are reacting to the tough stance
taken by the Commission on aid is reflected in the data in Table 5.1. The
figures demonstrate that state aid as a percentage of GDP has generally
decreased over the time series, suggesting that member states are giving
less aid over time. The average of the EU-15 (which refers to the 15
member states of the EU before the 2004 expansion) in 2002 is less than
half of the value in 1992. Table 5.1 also suggests that there are differences
between the member states, although there is no discernable trend for the
“north” to give less aid than the “south” as seems often to be assumed by
some observers. In 2002, Denmark had the highest level of state aid as a
percentage of GDP at 0.72; states such as Belgium, Italy and France
hovered around the EU average; and the United Kingdom, Finland,
Sweden and the Netherlands were all well below all other states.

Interestingly, we can compare the EU 15 figures from 2002 with
those of new member states from central and eastern Europe that have
recently joined the Community. To this end, Table 5.2 suggests that aid
in new member states represents an average of 1.42 per cent of GDP,
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Table 5.2 State aid in the new 2004 EU members, average annual figures 
for 2000–03

Total state aid less agriculture, State aid as 
fisheries and transport percentage of GDP
(€million)

EU 15 (2002) 34,000 0.39
New member states 5,654 1.42
Czech Republic 1,908 2.80
Estonia 7 0.11
Cyprus 285 2.85
Latvia 23 0.26
Lithuania 34 0.24
Hungary 571 1.04
Malta 159 3.86
Poland 2,409 1.29
Slovenia 139 0.69
Slovakia 118 0.51

Source: data from DG Competition and Eurostat found on:

http://europa.eu.int/comm/competition/state_aid/scoreboard/indicators/k14.html#stats1.

Note: the time period for Malta is 2000–02.

almost 1 per cent more than the EU15 average. This may reflect the type
of discipline that has been demanded by the EU of its members. Yet it
would be unfair to suggest that all new entrants have the same levels.
While countries such as the Czech Republic, Cyprus and Malta have aid
levels close to or over 3 per cent of their GDPs, states such as Latvia and
Lithuania have figures similar to those found in the UK and Finland.

Liberalization: not everyone can play monopoly

For many years, important sectors of the European economy were
monopolized by state-owned enterprises which faced little or no
competition. Examples of such sectors included electricity, telecom-
munications and rail transport, all of which were services deemed
essential. In the 1980s and 1990s many member states privatized
state-owned enterprises in these sectors. Although this was particu-
larly the case in Thatcher’s UK, Socialist governments in countries
such as Spain and France did the same. However, privatization did
not necessarily mean liberalization. In fact, one may say that the
opposite could be true, as seen in countries such as Spain where 
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state companies such as Telefonica (telecommunications) and Endesa
(electricity) were fully or partially privatized well before other
competitors were allowed entry in the respective sectors.

Article 86, though largely unused by the Commission until the mid
1980s, served as a basis for the Commission to liberalize these key sectors
which had seen little or no competition. Several member states were
wary of full liberalization, especially those where the privatization
process was incomplete because the state continued to own a large
number of monopolies. Armed with Article 86 the Commission believed
that “competition should be introduced in monopoly industries ... so as
to improve the quality of the service and to bring prices down.”9 Article
86 does not require states to privatize – in fact the EC Treaty and the offi-
cial Commission position remains neutral with respect to state owner-
ship.10 Whereas liberalization refers to the idea of increasing competition
in the economy (especially in those sectors where there may be only one
monopoly power), privatization refers to the idea the state selling public
enterprises that that it owns. As McGowan states, Article 86 “addresses
sectors of a ‘general economic interest’ and requires that competition
rules be applied to these sectors as long as they do not prevent the fulfil-
ment of the general interest”.11 Moreover, as noted by McGowan, Article
86.3 lays down that such rules could be “imposed directly by the
Commission without reference to the Council”.12

The heart of the Commission’s argument is that one must distin-
guish between infrastructure and commercial activities: ownership of
the former (regardless of who owns it) should not mean that other
competitors cannot use it; the overriding aim is to improve services,
lower prices and create a competitive European economy on the world
stage. In the Commission’s words:

[M]onopolies have been in network industries – transport,
energy and telecommunications. In these sectors, a distinction
must be made between the infrastructure and the services
provided over this infrastructure. While it is often difficult to
establish a second, competing infrastructure, for reasons linked
to investment costs and economic efficiency, it is possible and
desirable to create competitive conditions in respect of the serv-
ices provided. The infrastructure is thus merely the vehicle of
competition. While the right to exclusive ownership may
persist as regards the infrastructure (the telephone or electric-
ity network for example), monopolists must grant access to
third parties wishing to compete with them as regards the serv-
ices offered on their networks (telephone communications or
electricity consumption). This is the general principle on which
the Community liberalization directives are based.13
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In terms of process, and in contrast to the case of state aid, the Commis-
sion does not necessarily have to render a formal, final decision when
it investigates a liberalization case. Rather, corrective measures may be
implemented during the course of an investigation, or the Commission
itself may not make any decision as Article 86.3 states that corrective
measures should be pursued only “where necessary” as decided by the
Commission itself.

With regard to specific examples of liberalization decisions, one sees
that the Commission has over the last ten years taken a tough stance
towards member states in areas such as telecommunications, airports,
postal services and broadcasting. An example of a telecommunication
case in the late 1990s involved the Commission and the Spanish
government.14 In the early 1990s, the Commission pursued a broad
strategy of liberalization of telecom services in Europe, and in 1996 it
introduced more specific measures to inject competition into mobile
telephone services. In 1996 it found that the Spanish government had
charged Airtel Movil over €500 million for a licence to operate in Spain,
intending to direct these funds towards restructuring the infrastructure
so as to allow for full mobile coverage in Spain. However, no such a
charge was placed on the first mobile operator, Telefonica (a formerly
public enterprise which had been partially privatized since the late
1980s). According to the Commission, this gave Telefonica a competi-
tive advantage. As such, the Commission ruled that the state should
either reimburse the payment made by Airtel or pursue corrective
measures. Interestingly, similar dynamics have been seen in other EU
states, including Austria, Italy, the Netherlands and Ireland, where
companies seeking a second mobile licence were charged heavily. In all
cases, as in Spain, member states pursued corrective measures that
were subsequently accepted by the Commission.

An example of the Commission seeking to inject competitiveness in
airport operations is seen in its 2000 decision to abolish discriminatory
landing fees at Spanish and Italian Airports.15 In the case of Spain, the
government had issued a decree making two regulatory changes. First,
lower landing fees would be charged for domestic flights, while higher
fees would be charged for flights originating outside Spain. Second,
“discounts” of between 9 per cent and 35 per cent would be given to
airlines that landed with more frequency per month. In the case of Italy,
the government had similarly legislated that domestic flights would
receive discounts of up to 57 per cent and 64 per cent off the regular fee.
On both counts the Commission argued that national carriers – in the
case of Spain, this included Iberia Airlines, Spanair and Binter Canarias,
and in the case of Italy, Alitalia – benefited. In the Commission’s view,
this type of discriminatory practice against competitors could not be
tolerated in European air space. As in the case of mobile phone services,
other EU states, such as Portugal, France, Ireland and Sweden, also
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maintained “uncompetitive” structures in landing fees. This behaviour
was condemned by the Commission in the same way as the Spanish and
Italian cases, and corrective measures were subsequently taken by the
respective member states.

Anti-trust policies: watch out Bill

While one may contend that the object of regulation in state aid and
liberalization remains focussed on member-state governments and/or
(publicly or privately owned) monopolies functioning within the
domain of protected sectors at the domestic level, anti-trust policy
regulates the actions of firms and undertakings operating anywhere in
the European single market. The idea here is that the negative actions
of actors which distort the market’s supply–demand model will even-
tually result in an inefficient and uncompetitive environment where
there are lower quality goods at higher prices. As such, Articles 81 and
82 authorize Commission officials to prevent potential market abuses
on two grounds.

First, Article 81 of the EC Treaty prohibits agreements between firms
that restrict competition. A restrictive agreement, which may be one of
four types, is one whereby firms:

(1) fix purchase or selling prices or other trading conditions ...
(2) limit production, markets, technical development or invest-
ments ... (3) share markets or sources of supply between
competitors ... (4) apply discriminatory conditions to firms that
are not parties to the agreement, placing them at a competitive
advantage.16

Second, Article 82 prohibits firms from abusing a dominant market
position. It does not state that firms cannot have a dominant position.
However, it does rule that they cannot abuse it by either denying access
to new competitors or intentionally attempting to put others out of
business. In the Commission’s words, an abuse of a dominant position
is when a firm:

may overcharge consumers, or charge prices that are exces-
sively low so as to exclude weaker competitors or new entrants
from the market for example, or it may grant some customers
discriminatory advantages such as fidelity rebates provided
that they agree with its sales policy.17

While some authors have criticized the rather informal procedural
measures taken by the Commission in some anti-trust cases,18 analysis
of some of the formal decisions made by the Commission illustrates the
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effectiveness and strength of the Community in its ability to prevent
market-distorting behaviour in various member states. Armed with
almost unlimited investigative powers, ranging from simple written
requests for information to raids on business and non-business prem-
ises, the Commission can impose fines of up to 10 per cent of a
company’s annual worldwide turnover if it is found that Articles 81 or
82 have been breached.

A recent example demonstrating the might with which the Commis-
sion can clamp down on breaches of anti-trust regulations, in this
particular case an infringement of Article 82, is seen in the Commission’s
five-year investigation of Microsoft which terminated in March 2004.19 It
offers a clear example of how supranational authorities seek to create a
competitive environment. Because it challenged one of the largest
American corporations operating on European soil, the case was a clear
signal that the European market would operate by its own rules in the
context of the global economy. The case revolved around two main
issues. First, Sun Microsystems Inc. had made a formal complaint in 1998
to the Commission stating that Microsoft, which had a monopoly
position in the operating systems market, had abused its dominant posi-
tion by restricting “interoperability” between its own products and those
of other companies. “Interoperability” can be defined as “the ability to
exchange information and mutually to use the information which has
been exchanged”.20 Sun’s complaint was that Microsoft refused to supply
Sun with interoperability information, thereby deliberately restricting
the ability to exchange information between Microsoft’s Windows
product and Sun’s Solaris, which is a non-Microsoft work-group server.
By so doing, Microsoft was abusing its position in the work-group 
server operating system market and seeking to slowly weed out any
potential competition in it.

The second issue, based on the Commission’s own concerns that arose
in 2000 during its investigation of Sun’s complaint, was that Microsoft had
tied its Windows Media Player product (which plays digital media such
as CDs and DVDs on personal computers, and which can also be used to
listen to the radio on the Internet) to Windows, thereby restricting users’
choice. It is interesting to note that this dynamic of “leveraging” (where a
firm with a monopoly position in market Aseeks to reduce competition in
market B by tying products together in the same package) had previously
been investigated by American authorities in the late 1990s under Section
1 of the Sherman Act. Although the original decision against Microsoft
was later overturned by an appeal court, Microsoft was accused of having
integrated its Internet Explorer browser into Windows in order to elimi-
nate Netscape’s Navigator from the browser market: because Microsoft
enjoyed a dominant position in the operating systems market, consumers
would be more likely to use Explorer, eventually sidelining Netscape.
Using the same line of reasoning, the Commission considered that by
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tying Windows Media Player to its Windows operating system, the
company was aiming eventually to drive out potential competitors, such
as Real Media, from the media player market.

One may argue that the investigation led by Commissioner Mario
Monti into these abuses of dominant position marked one of the most
ambitious, longest, most detailed, and perhaps most technically sophis-
ticated investigations ever pursued by the Commission, reflected in over
300 pages that constitute the final decision. Two main actors along with
the Commission partook in the investigation. On the one hand, several
of Microsoft’s competitors in addition to Sun were asked to comment by
the Commission, including Time Warner, RealNetworks and Lotus. And
on the other, over 70 small and medium-sized companies in the EU were
surveyed twice in a wider market inquiry in order to gauge if these users
felt that Microsoft’s behaviour had influenced their choices.

The final decision was a major blow to Microsoft. Given the gravity
of the abuses of dominant position on two fronts, a fine of €165,732,101
was initially imposed.21 However, this fine was then doubled by the
Commission in order to ensure that it should have a “sufficient deter-
rent effect” on a company with the world’s highest market capitaliza-
tion in 2004.22 Moreover, the Commission considered that because the
abuses had started in October 1998, the fine should also take into
account that it was an infringement of long duration,23 and therefore
ruled that the fine should be increased a further 50 per cent. In all,
Microsoft was fined a total of €497,196,304, or, almost half a billion
euros. Beyond the financial penalty, Microsoft was also ordered to
immediately pursue remedies that would ensure a level playing field in
both the work-group server operating market and the media player
market. Although Microsoft did attempt to have the decision reversed,
the European Court of First Instance upheld the Commission’s decision
in December 2004, forcing the company to state in January 2005 that it
would comply with the Commission’s judgment.24

Merger Control Regulation: you can dance together ... 
with our permission

Like anti-trust regulations which focus on the potential market-distorting
activity of firms, the Merger Control Regulation (MCR) gives the Merger
Task Force (MTF), which is a sub-bureaucratic actor within DG Competi-
tion, “the exclusive power to investigate (and potentially stop) mergers
with a Community dimension”.25 As discussed in more detail in the next
section, which analyses the formulation of this aspect of competition
policy, supranational regulations on mergers did not come into force until
1990. The MCR defined a merger as the consolidation of two or more
firms and can be characterized as horizontal, vertical, or conglomerate.26

Horizontal mergers see the merging of two rivals that function in the same
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market. Vertical mergers witness the combining of two firms that have
buyer–seller relationships. And conglomerate mergers see a consolidation
of firms with little observable market relationship: they are neither sellers
in the same market, nor involved in a buyer–seller relationship.

In terms of the types of mergers that are regulated by the MCR, the
Commission’s XXVIIth Report states that:

The Community will ... be responsible for mergers meeting the
following four conditions: (i) the combined worldwide
turnover of all the companies concerned must be more than
ECU 2.5 billion and (ii) the combined turnover of all companies
concerned must be more than ECU 100 million in each of at
least three member states. In addition, so as to ensure that
mergers with cross-border effects are also included, (iii) the
turnover of each of at least two of the companies concerned
must be more than ECU 25 million in each of those same three
member states and (iv) the Community-wide turnover of each
of at least two of the companies must be more than ECU 100
million. These measures will enable economic realities to be
reflected more accurately and will provide companies with
greater legal certainty and increase administrative efficiency by
extending the “one-stop shop.”27

It should be noted that although the College of Commissioners theo-
retically has the final say on a MCR decision taken by the MTF, to date
no MTF decision has ever been overturned at this level. Nevertheless,
Shea and Chari28 have argued that some decisions have led to heated
debates among the Commissioners. An example of this was seen in the
De Havilland case, the first prohibited merger under the MCR. The
main point of contention in this case surrounded what criteria should
guide merger analysis. The French delegation insisted that social and
industrial criteria should be taken into consideration, and therefore that
the merger should be allowed. However, the MTF and a majority of
Commissioners were swayed by Commissioner Brittan’s “competition
only” criterion; this blocked any possibility that the MCR could be used
in the future as a means to strengthen European industry by the
creation of European “champions”.

What exactly is the “competition criterion” that guides merger regu-
lation? According to Article 2.3 of the MCR, the focus of the regulation
is dominance:

A concentration which creates or strengthens a dominant posi-
tion as a result of which effective competition would be signif-
icantly impeded in the common market or in a substantial part
of it shall be declared incompatible with the common market.
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One may argue that there is an assumption here that if firms are in a
dominant position after a merger, then they will be more likely to abuse
their power. From this perspective, while Article 82 (discussed previ-
ously) only allowed the Commission to clamp down on firms already
in a dominant position that abuse their power, the MRC went a step
further by arming the Commission with tools to prevent potential
scenarios of dominance from manifesting themselves in the first place.

With regard to process, the MCR states that merging firms reaching
the thresholds above must first notify the Commission of their intentions.
The second row of Table 5.3 shows how the number of notifications since
the inception of the MCR has increased dramatically, averaging around
280 over the last five years, reflecting European companies’ desire to
rationalize and cut costs in an increasingly globalized economy.

Once notification has been given, a series of potential “phase” inves-
tigations are pursued by the MTF, in a similar vein to the state aid process
and in some contrast to both anti-trust and liberalization cases, which do
not always follow a clearly structured investigative process or necessar-
ily require formal decisions. These investigations are usually assigned to
a member of the MTF referred to as a rappateur. A Phase 1 investigation,
which is finalized within a month after notification, may result in three
main types of outcomes. First, the merger as proposed by the merging
companies may be considered compatible with the Common Market as
there is no perceived threat of dominance. Second, the merger may be
deemed compatible as long as conditions outlined by the Commission
are met by the companies. These conditions may include, for example,
the need for the merging companies to disinvest in some of their activi-
ties in order to maintain a competitive environment in the sector. Or,
third, the MTF may deem that deeper investigation is required, at which
time a deeper, Phase 2 investigation is initiated over a four-month period.
The possible outcomes for Phase 2 investigations include merger
approval without conditions, approval with conditions, or prohibition. 

As rows 3 and 4 of Table 3 indicate, virtually all cases are resolved in
Phase 1, with a strong majority of mergers deemed compatible without
any conditions being laid down by the Commission. Of the relatively
small number of mergers that make it to Phase 2 investigations, rows 5,
6, and 7 indicate that a majority are approved with conditions. Over the
period shown, fewer than 1 per cent of all cases have actually been
prohibited.

Because most mergers are eventually approved by the Commission
prima facie, it is reasonable to reflect on how powerful the EU level is
in this area of competition policy. One may argue that EU governance
at this level is effective on three counts. First, although numerous
cases every year are approved, others are approved with conditions
laid down by the Commission. This suggests that prohibition itself is
not the only way that the Commission can ensure competition in the
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single market. Rather, the fact that other measures (such as forcing
merging firms to discontinue making some of goods if they produce
a wide range of products) are often negotiated informally with the
participation and consent of firms suggests that the Commission has
a strong influence on the nature of the merger. Second, between 1990
and 2004 almost 90 cases were withdrawn by companies after merger
notification had been given. Thus it is possible that firms will not seek
to proceed unless they are almost certain that the merger will be
approved by the Commission. This suggests that there is a type of
“self-selection process” undertaken by the firms themselves if they
fear that the Commission may ultimately rule against them. Third,
and related to the second point, the effectiveness of the Commission
may also be seen in cases where approval is made without conditions
precisely because these firms have proposed only mergers that they
are certain that the Commission will approve under MCR guidelines.
Firms know that because they must notify the Commission of their
intention to merge, they have to satisfy EU authorities. To this end, it
is not uncommon to have a type of informal bargaining process
between merging firms and the Commission even before formal noti-
fication is made. Such a process eventually results in notification of
details to which the Commission has already implicitly agreed.

Indeed, the first of these dynamics was captured in the Nestlé-
Perrier merger of 1992 as examined by Shea and Chari.29 The multi-
national Swiss-based food conglomerate Nestlé notified the
Commission in February that it was seeking to acquire the French
bottled-water company Perrier. The merger would have left Nestlé
with 48 per cent of the French market for mineral water (the next largest
supplier would be BSN with a 20 per cent share). Because the MTF
raised concerns regarding dominance, Nestlé proposed to sell Volvic
(one of Perrier’s leading brands) to BSN. Estimated post-merger market
shares after the Volvic deal would have left Nestlé with 37 per cent and
BSN with 31 per cent. Nevertheless, the MTF was still concerned that
the merger posed significant problems for competition in the French
market for bottled water: even though the Volvic deal would have elim-
inated the threat of a Nestlé monopoly, the MTF believed that Nestlé
and BSN would become collectively dominant. As such, a deeper Phase
2 investigation ensued. The MTF outlined a remedy stating that were
Nestlé to dispose of eight of its lesser brands (which represented 20 per
cent of the market) to a single approved buyer who could not sell them
to BSN or back to Nestlé within a ten-year period, the merger would be
approved. The acceptance and concession by Nestlé help demonstrate
that, even without prohibiting a merger, the Commission can influence
the dimensions of a merger so as to maintain competition and prevent
dominance in European markets.
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Competition policy and its 1st order status

In sum, taking the four aspects of competition policy together, the evolu-
tion of the policy area means EU regulations ensure that member states are
increasingly being constrained from freely giving market-distorting aid,
governments and/or enterprises with a monopoly position in certain
states must increasingly seek liberalization in sectors that were once in
their domain, economic actors operating in the single market are increas-
ingly put under the microscope if engaging in restrictive practices or abuse
of dominant positions, and firms seeking to merge are required to have the
approval of Brussels. From another vantage point, developments suggest
that national governments have a relatively weaker role in regulating
competition policy issues, and that major efforts to reach integration have
been made. Given that one generally sees that the supranational level has
the responsibility to make determining and final decisions in this area,
something which member state governments have largely respected, one
can thus argue that this area is representative of a 1st order policy.

We now turn to a more detailed analysis of developments to do with
the formulation of the Merger Control Regulation in order to better
understand which actors were involved, what motivated them, and
how this can be theoretically characterized.

Formulation of the Merger Control Regulation 

Policy initiation: the Commission taking the lead (again)

As discussed previously, although Articles 81 and 82 explicitly noted 
that restrictive practices and abuses of dominant position by firms could
be regulated at the European level, there was no explicit regulation
concerning firms that sought to merge. Reasons for this include the
desires of many member states throughout the 1950s and 1970s to foster
the creation of the “European Champions” which could compete inter-
nationally against other firms operating out of the United States and
Asia, as discussed by authors such as Frazer.30

As Shea31 notes, however, as early as the late 1960s the European
Commission began to develop a policy for the regulation of firms that
were merging, given concerns that mergers had anti-competitive effects in
the European market. As early as 1973, the Commission chose what is
referred to as the Continental Can case as a test case of its powers to deem
mergers illegal via Article 82. Although the ECJ ruled against the Commis-
sion in this case, in its wake the Commission “proposed the first draft of
the MCR to the Council where it faced major political opposition from
member states ... [that] were unwilling to concede authority”32 to the
supranational level. Further attempts by the Commission to develop
merger control regulations were made in 1982 and 1984, spearheaded by
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Competition Commissioner Sutherland, who throughout the 1980s
warned that a level playing field would not be attained if mergers were not
regulated at the supranational level. Although the Council was still
unwilling to cede power to the Commission in this area throughout the
early 1980s, the Commission would eventually persuade the Council to
consider regulation by threatening that Articles 81 and 82 would be used
to stop mergers. The force of this threat was upheld by in the Philip Morris
case of 1987 when the ECJ declared that regulation of some mergers could
fall within the scope of anti-trust regulations.33 As Shea argues, “the Philip
Morris judgment brought home to the parties concerned the realization
that control based on a new regulation might be far better than reliance on
the unpredictable consequences of that case”.34 Given this evidence, one
may argue that the Commission, supported by the ECJ, was primarily
responsible for the initiation of merger control regulation. This indicates
the importance of ideas raised by supranational governance scholars in
understanding how the policy was initiated.

Policy negotiation: the Commission meets the ERT (again)

Turning to policy negotiation, it can be seen that from 1987 until late
1989 the details of the MCR would be decided by both the Commission
and economic actors in a similar vein to the negotiation of the single
market programme discussed in the previous chapter. When discussing
the latter programme, it was argued that multinationals sought to
decrease transaction costs by centralizing market regulations while the
Commission welcomed the input of capital actors because of their tech-
nical expertise. Focussing on the negotiations surrounding the MCR,
one also sees that, beyond immediate concerns for creating a level
playing field, European Commission authorities and business leaders
alike felt the need for supranational merger regulation because market
consolidation went hand in hand with (neo-liberal economic) global-
ization and resulted in an exponential growth of mergers throughout
the 1980s, as discussed by Eberlein.35 As Garrett and Mitchell argue, the
constraining policy effects of globalization throughout the 1980s and
1990s forced a re-evaluation of the need for merger control by both the
Commission and economic actors.36

Thus, on the one hand, the Commission sought not only to ensure a
level playing field as discussed above, but also “to increase its stronghold
of power in a regulatory policy process which was increasingly necessary
given global economic dynamics, without necessarily isolating the very
object of their regulation – corporate interests”.37 In the words of Peter-
son and Bomberg "the Commission [could] use the MCR to set policy
where it [had] been unable to before".38 Moreover, as shown by Coen39

and the Commission itself,40 great weight was given by the Commission
to the discussion of the nature of the regulation with the relevant firms
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in order to establish “credibility”. By appearing to accommodate capital’s
demand for the creation of a “level playing field” and a “one-stop shop”
for merger control, the Commission was successful in securing a
“strong” policy partner and expanding its policy competence into a new
area where it would be the principal EU institutional actor.

On the other hand, “European capital also realized that if the inter-
nal market was to become a tangible entity, massive corporate mergers
and restructuring would become reality and thus sought to gain a
foothold in its regulatory policy-process.”41 As far as capital was
concerned, a codified merger directive had two advantages. First, it
would help capital attain its goals of reorganization and consolidation
in the global economy. Second, regulations could limit the Commis-
sion’s power over economic actors that might otherwise have occurred
in the absence of clearly defined rules. The ECJ’s ruling on Phillip
Morris potentially allowed the Commission the authority to stop merg-
ers on the basis of the EU’s anti-trust policies, something that
concerned capital because the exact boundaries to deal with supra-
national merger control remained unclear. Rather than function in an
uncertain regulatory environment, business sought to influence the
details surrounding the supranational merger rules and standards.

Given the interests of both actors, throughout the late 1980s members
of the Commission (led by DG Competition42) would negotiate the
details of the MCR alongside members of the ERT and UNICE. As Shea
neatly summarizes, there were three main issues on the discussion table:
jurisdiction, tests and criteria, and time frame.43

With regard to jurisdiction, an example of a major concern for capi-
tal related to the concept of “double jeopardy”: business wished to be
sure that once a decision on a merger was made, it could not be
reversed by a different decision taken by another (national) competi-
tion authority. While the Commission strongly held the view that the
MCR should be a “one-stop shop” for merger control within the
European Market, Shea demonstrates how both ERT and UNICE
“lobbied heavily for clarification on the issue as seen in various posi-
tion papers exchanged with the Commission”. These debates led to
Article 21.1 of the MCR which states that the “Commission alone has
competence to examine mergers with a Community dimension, even
if they only involve firms based in the same member state.”44

With respect to tests and criteria, capital actors were concerned about
which criteria would be used in order to evaluate whether or not a
merger was permissible. The concern here was whether or not decisions
should be primarily based on “competition aspects” or whether other
issues, such as social concerns, should come into play when considering
if a merger was to be allowed. The ERT’s position, as set out in an internal
memorandum, was clearly in favour of a “competition only” criterion, as
this would allow for rapid decisions to be made by the MTF while also
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allowing firms the autonomy to downsize, if necessary, in the wake of a
merger.45 While countries such as the UK and Germany held similar
views to the ERT, others such as France believed that social and industrial
policies should be reflected when merger decision were being consid-
ered. Article 2.1 was finally agreed by both the Commission and capital,
and under it competition concerns would be at the forefront of merger
investigations.46 The spirit of this article was upheld in the de Havilland
decision discussed earlier, and leaders of DG Competition would later
consistently state in 2001 with regard to the goals of the MCR that:

It may be that, in the short term, efforts to improve the compet-
itiveness of firms by means of mergers or acquisitions will
involve restructuring and thus loss of jobs. However, this does
not change the fact that improving firms’ competitiveness on
the global market is the only effective way to ensure the growth
needed to create business.47

The third and final concern of capital related to the period within which
a merger investigation should be completed. As discussed in the first
section of this chapter, the MCR considers different potential phases in
a merger’s investigation, leading to different outcomes. However,
given the concerns that especially arose during the evolution of Articles
81 and 82 over cases where there may not necessarily be a formal deci-
sion that is taken within a specific timeframe, one of capital’s main
concerns during the negotiations of the MCR was that a clear system be
established for the investigation process. To this end, capital wished for
two principles to be firmly established, arguably at both the “informal”
and “formal” governance levels. With regard to informal governance,
as discussed earlier, even though it is formally stated in Article 10 of the
MCR that mergers must be notified to the MTF one week after they are
announced publicly, both actors sought to guarantee that “pre-notifica-
tion” discussions could be pursued by both parties so that, before the
merger was announced, they could informally “address in a coopera-
tive manner possible difficulties that may arise from a merger”.48 As
Shea’s work highlights, “there is almost always conflict between the
companies and the MTF at the start, but common ground is usually
reached [in pre-notification discussions].”49 With regard to a more
formal aspect relating to time period of investigation, capital wished to
ensure that if a decision was not arrived at in a timely fashion, it should
be considered void. As Shea intriguingly notes with regard to a UNICE
internal memorandum, during the negotiations UNICE wrote that it:

considers it essential that the regulation state the legal effect of the
time limits set down. ... If the Commission makes no pronounce-
ment within the time limit (of one month after initiation of 
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Phase 1 or four months after the start of in Phase 2 investigations)
the decision should automatically be deemed positive.50

Although the Commission had not fully considered this time limit in
initial drafts of the MCR, the final outcome stated in Article 10.6 that a
merger would be deemed compatible with the common market if no
decision were made within the proper time period. Once the Commis-
sion and capital had negotiated the details of the MCR to meet these
three concerns, the package was finally approved by the European
Council in December 1989.51

It is worth noting that “during the formal legislation process the
European Parliament was consulted by both the Commission and
Council in accordance with EU law, however there was minimal Parlia-
mentary debate or feedback.”52 Furthermore, organized labour –
arguably the ones who would suffer the most given the downsizing
that usually occurs after a merger – was not invited to partake in the
process when negotiation surrounding the MCR occurred. Even when
amendments were made to the MCR in 1997 on the issue of thresholds,
further evidence of labour’s exclusion was seen when the Commission
stated that it “followed wide-ranging consultations with Member
States, the competent competition authorities and the business
community."53

Given the overall importance of both the Commission and capital
during the negotiation phase, the evidence suggests the importance of
both the supranational governance perspective (with the focus on the
actions of the Commission in particular) as well as the dominant class
perspective, in understanding the negotiation of the policy. Conversely,
considering the relative absence of other potential major players in the
policy process – such as the Council and interest groups such as labour
– the intergovernmentalist, pluralist, and corporatist perspectives are of
relatively little importance in fully understanding how the main details
of the policy were negotiated.

Conclusions

This first section of this chapter analysed the key aspects of EU competi-
tion policy. It specifically focussed on developments in: state aid control,
where Brussels is empowered to ensure that no market-distorting subsi-
dies are given by member states; liberalization, where the Commission
seeks to end monopoly dominance at the domestic level in sectors such
as telecommunications and electricity; anti-trust measures, where the
Commission is able to penalize and fine companies that engage in restric-
tive agreements or that abuse their position of market dominance; and
merger control, where the Commission must approve mergers which
have a Community dimension in order to ensure that a competitive
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market environment is maintained. After analysis of the evolution of
each of these four areas, it was concluded that competition policy consti-
tutes a 1st order policy, given that relevant policy competences have been
fully transferred to the supranational level. This has resulted in a strong,
centralized EU in this policy area, intended to create a competitive
market in the world economy. As such, member states have accepted that
in issues of state aid and liberalization, Brussels regulations need to be
followed and that the supranational level has the final say. For example,
all aid given by national authorities has to be approved by DG Compe-
tition, and if it is not, the state is obliged to recoup such aid. Similarly,
economic actors such as firms have accepted that Brussels has the final
word on the acceptability of their behaviour in the Common Market. For
example, companies engaging in abuses of a dominant position, even if
this occurs only in one member state, will ultimately face the judgment
of the Commission if the overall competitive environment of the Single
Market is compromised.

The second section offered a more detailed analysis of the formulation
of a specific aspect of competition policy, the Merger Control Regulation
of 1990. In terms of policy processes, the section showed the importance
of the Commission in the initiation stage: since the late 1960s the
Commission had contemplated developing merger control regulations,
used anti-trust regulation as a means to stop mergers throughout the
1970s and 1980s, and eventually, with the decision of the ECJ in the
Phillip Morris case, was able to convince the Council of the need to
develop the MCR. Given the above, and considering the four theoretical
perspectives outlined in Chapter 3, the evidence suggests that the policy
initiation phase can be best characterized by ideas raised in the suprana-
tional governance perspective, because of the importance of the
Commission in initiating merger control regulation. Although the
Council did initially offer resistance to supranational regulation in this
area, continuous threats by the Commission as well as a positive decision
by the ECJ in the Philip Morris case served as catalysts to ensure Council
acceptance of the idea of supranational governance in this area. 

Turning to policy negotiation, the evidence demonstrated that the
Commission did not act alone in formulating the details of the MCR.
Rather, the direct participation of capital actors, specifically those from
UNICE and the ERT, was manifest. The ensuing policy negotiation thus
saw the predominant influence of both the Commission and represen-
tatives of capital, lending strength to the idea that this phase of analy-
sis is best informed by ideas raised in the supranational governance
and DEC perspectives. For its part, the Commission sought to ensure a
level playing field in the single market, while institutionalizing its
power in an area not fully covered under pre-existing anti-trust regula-
tions. At the same time, economic élites sought to influence the nature
of the regulation in order to help consolidate their position in the global
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economy while potentially limiting the Commission’s ability to act
unilaterally when setting the rules. 

Clearly, the Council did have the final say when the MCR had to be
approved. However, the evidence suggests that in terms of initiation and
negotiating the details of the policy, the Council took more of a back seat.
Interestingly, it was pointed out that neither the European Parliament,
nor other interest groups – such as representatives of European labour –
played a significant role in either of the policy stages. In fact, with regard
to the latter, it was suggested that even though issues such as social and
employment ramifications of mergers could have been nominated as
factors to be considered when adjudicating on a merger, the negotiating
dynamics wherein capital was granted privileged access over labour
resulted in such issues being of minute importance. As such, given that
actors who were not representative of either capital or the Commission
played a relatively minor role in negotiating the policy, one can argue that
neither the intergovernmentalist, nor the pluralist nor the corporatist
models are of value in explaining the policy’s development.
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6 Economic and Monetary
Union: the making of the
money tree

This chapter examines and explains economic and monetary policy in
the EU. The first section considers the main objectives and evolution of
Economic and Monetary Union (EMU). Analysing data across several
years, including the evolution of the so-called “convergence criteria” that
states had to meet in order to qualify for EMU as well as several indica-
tors that help one gauge the evolution of the euro on world markets since
1999, the main argument to be developed here is that EMU is represen-
tative of a 1st order policy. The second section offers a more detailed
analysis of the formulation of the EMU, starting with the Hanover
Summit in 1988 and ending with the Maastricht agreement three years
later. This section argues that in order to better understand policy initia-
tion, particular attention must be paid to the role of the Commission, and
of Jacques Delors as its president. This indicates the importance of the
supranational governance perspective in helping understand this stage
of the policy-making process. When turning to the negotiation phase,
however, Delors’ role became less relevant since the Council played a
more important part in what can be referred to as an intergovernmental
bargaining process led by the Franco-German axis. Nevertheless, in
contrast to most mainstream works in political science that have studied
the formulation of the EMU, it will be argued that the role of capital,
acting through the ERT, also influenced the negotiation process, therefore
pointing to the significance of the dominant economic class (DEC)
perspective in explaining the EMU.

Objectives and evolution of Economic and Monetary Policy 
and its 1st order status in the integration process

Objectives and goals of EMU

The overall objective of Economic and Monetary Union (EMU) is the
establishment of a single currency to increase the economic efficiency of
the single European market and help it compete in the world economy.
The European Community had previously contemplated the idea of
increased monetary ties, most notably with the Werner Report of 1970,
which had to be abandoned in the face of the recessionary pressures
that Europe faced a few years later. The European Monetary System
(EMS) was set up in 1979 with the goal of achieving monetary stability
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by having several EU currencies linked in order to prevent large
exchange fluctuations.

The impetus in the 1980s for a single currency started with the Delors’
Report of 1989, which played a crucial part in laying the foundations for
the EMU, highlighting two main components: monetary union and tight
fiscal control. It is important to note here that monetary policy can be
defined as the regulation of interest rates and money supply by a central
bank with the goal of attaining price stability (i.e. controlling inflation.) In
the absence of a single currency area, national governments are able to use
monetary policy as a tool to either boost economic growth or to slow
down the economy. That is, on the one hand, if a country is in a recession
and the state wants to spur economic growth, it may pursue reflationary
(expansionary) monetary policies by lowering interest rates. On the other
hand, if the state wants to slow down the economy, it may pursue defla-
tionary (or contractionary) monetary policies, increasing interest rates (so
as to decrease inflation). With a single European currency area, however,
member states would transfer this power to the “centre” and thus not have
this ability to control their monetary policy. Padoa-Schioppa notes that
“Monetary union strictu sensu, is usually defined as the ‘irrevocable lock-
ing of exchange rates,’ the expression frequently used in the Delors’
Report, or the adoption of a single currency.”1 But, Padoa-Schioppa also
notes that the important feature of monetary union in the European case
is that “the responsibility for monetary decisions is shifted to one single
institution (namely the European Central Bank that is required to promote
price stability) instead of being entrusted to a plurality of central banks. ...
In other words, creating monetary union means moving from a plurality
of decision-making centres to just one” in order to increase the economic
competitiveness of Europe on the world stage.2

The 1989 Delors’ Report also insisted that fiscal discipline would need
to be imposed on any state that formed part of monetary union. Padoa-
Schioppa notes that “fiscal discipline was required as a safeguard to
ensure that monetary union was stable, that the value of money would
not be threatened by fiscal disorder in the budgets of member states.”3

Without indirect control over fiscal policy in the EMU, the absence of
strict limits on deficits and debts might have encouraged governments to
pursue expansionary fiscal policies in order to stimulate economic
growth, thus potentially increasing inflation while decreasing investment
opportunities for businesses seeking to operate in the single, integrated
market as discussed in Chapter 4.

Even though many would argue that the transferring of monetary
policy making to the EU level would seriously decrease the “inde-
pendence” of member states, especially those suffering from recession,
several observers highlighted the benefits of a single currency for
Europe. Authors such as DeGrauwe4 note that these would include:
decreased transaction costs within the more efficiently functioning
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single market; a concomitant increase in investment and trade across
the Community; low inflationary economic growth coupled with lower
interest rates, given the greater economic certainty in the free-market
zone; and, providing that the euro was a success, a strong international
currency which could rival the currency of major competitors such as
the United States dollar and the Japanese yen on world markets.

Guided by ideas in the Delors’ Report, one of the main aspects
defined in the Maastricht Treaty of December 1991 related to the vari-
ous criteria that needed to be fulfilled by states seeking to join the EMU,
also referred to as “convergence criteria”, The criteria outlined in Arti-
cle 121.1, which were to be attained by the end of the decade, specified
limits on inflation rates, interest rates, debts and deficits as follows:

• Price stability: The inflation rate of a given member state (MS) must
not exceed by more than 1.5 per cent that of the three best-perform-
ing MSs in terms of price stability during the year preceding the
examination of the situation in that MS.

• Interest rates. The nominal long-term interest rate must not exceed
by more than 2 per cent that of the three best-performing MSs in
terms of price stability.

• Deficits. The ratio of the annual government deficit to gross domes-
tic product (GDP) must not have exceeded 3 per cent at the end of
the preceding financial year. If this is not the case, the ratio must
have declined substantially and continuously and reached a level
close to 3 per cent (interpretation in trend terms according to Arti-
cle 104.2) or, alternatively, must remain close to 3 per cent while
representing only an exceptional and temporary excess.

• Debt. The ratio of gross government debt to GDP must not have
exceeded 60 per cent at the end of the preceding financial year. If
this is not the case, the ratio must have sufficiently diminished and
must be approaching the reference value at a satisfactory pace
(interpretation in trend terms according to Article 104.2).

• Currency stability. Normal fluctuation margins provided for by the
exchange-rate mechanism of the European Monetary System must
be observed for at least two years, without devaluing against the
currency of any other MS.5 

As will be seen more fully in the data presented below, throughout the
1990s member states made serious efforts to meet these criteria in order
to join the Euro-zone. One example was the labour market reform of
Spain in the mid 1990s. In the midst of speculation shortly after Maas-
tricht that there would be a “two-speed” EMU (made up of those
expected to join the EMU, such as Germany, France, the Netherlands
and Luxembourg, and those that would be left out, such as Spain, Italy
and Portugal), states such as Spain quickly pursued domestic policies
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to meet the criteria. The deregulation of the Spanish labour market was
intended to decrease inflationary tendencies and reduce spending.6

Some of the reforms taken up by the Spanish Socialists in the mid 1990s
included: introducing less expensive forms of contracting in which the
state would have no role; facilitating the use of temporary and part
time contracts; decreasing the power of wage agreements to set salary
bases, thus allowing more autonomy for employers to set salary struc-
tures; making it easier for employers to fire workers unilaterally
without state involvement; lowering indemnity and unemployment
benefits for sacked workers; introducing new instruments to enable
employers to downsize easily; and giving employers more freedom to
determine working hours, working conditions and place of work.
Furthermore, a sharp axe was taken to social-welfare programs in
Spain that would otherwise have burdened the deficit and debt; the
measures included cuts to healthcare, pensions, education and unem-
ployment benefits. Even states such as France, arguably in a relatively
better position to meet the criteria, pursued deregulatory initiatives
and cuts in the public sector, triggering strikes with hundreds of
thousands of protestors taking the streets in the mid 1990s.7

It is also interesting to note that at the Dublin Intergovernmental
Conference in 1996, the Stability and Growth Pact (SGP) was devel-
oped, and formalized in the Amsterdam Summit in the following year.
Its main objective was to prevent states that joined the EMU from
running excessive deficits. The problem was that while monetary
policy objectives, particularly interest rates, would be controlled largely
by the European Central Bank (ECB) for those states forming part of the
EMU, if there were no formal regulations the EMU member states
might be tempted to pursue national fiscal policies that ran against the
objectives of controlling spending (as established by the deficit criteria).
In other words, states might attempt to get around the “monetary
policy straightjacket” in order to stimulate growth in the midst of a
recession. As such, at the insistence of Germany and France which were
concerned about the potential for smaller states in the EMU running
excessive deficits, the SGP gave the Commission the power to penalize
EMU states that had deficits in excess of 3 per cent of the GDP. As 
a result, when presenting national budgets all member states had 
to produce a detailed “Stability Programme” demonstrating their
commitment to a tight fiscal policy in which spending was controlled
and taxes would not be lowered in an attempt to fast-start the economy.
While the first test for the SGP came in 2001 when the Irish government
and its Finance Minister Charlie McCreevy were reprimanded by the
Commission for pursuing an expansionary budget, the real test came 
in 2003 came when the Commission led by Pedro Solbes took on 
both France and Germany which, somewhat ironically, were guilty of
breaking their own proposed rules, as discussed later.
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In May 1998, a special Council agreed that 11 member states had met (or
at least approximated) the convergence criteria and would therefore join
the EMU, while Greece was allowed to enter later.8 As such, the EMU-12
(as they are referred to in this book) would consist of the following states:
Belgium, Germany, Greece, Spain, France, Ireland, Italy, Luxembourg, the
Netherlands, Austria, Portugal and Finland. The other three states of the
EU-15, namely the UK, Denmark and Sweden, preferred to either “opt
out” (UK and Denmark) or not to join (Sweden). On January 1, 1999 the
EMU was launched (with the European Central bank fixing interest rates)
and in January 2002 the euro notes came into circulation.

Evolution of EMU: convergence criteria and the euro in world
markets

It is useful to attempt to measure the success of economic and monetary
policy by considering two main ideas, which reflect how the policy has
been given priority by European institutions and actors therein. First,
how committed were member states not only to attaining the conver-
gence criteria in order to enter the EMU, but also in maintaining low
levels of inflation, interest rates, debts and deficits over the last five
years? Second, and also relating to the determination of member states
to ensure the success of the EMU, how has the euro performed since its
launch in 1999 and is there evidence to point to a favourable evolution
of the currency in international markets?

Convergence criteria

Turing to the first major point, Table 6.1 considers the evolution of infla-
tion rates of all EU-15 countries between 1995 and 2004.

When examining the EU-15, one generally sees that the trend indi-
cates a decreasing rate of inflation over the time series. Between 1995
and 1997, inflation rates clearly fell in all member countries, with the
only state not meeting the criteria in 1997 being Greece.9 Despite a drop
in rates during this time period, there were nevertheless certain local
minimums and maximums throughout. For example, in some states a
local minimum was reached around 1999 after serious efforts had been
made to curb inflation throughout the decade so as to meet conver-
gence criteria, despite the enormous social costs of so doing (as seen in
the case described earlier of labour market deregulation which helped
subdue inflationary tendencies).10 Despite a tendency for inflation
levels to rise shortly after 1999, from 2002 most countries started to
converge again to lower levels, with the exception of Greece which has
had historical problems in keeping inflation at bay. By 2004, the best
performers were Finland, the UK and Sweden (the latter two states are
actually outside the Euro-zone, suggesting that this macro-economic
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priority is of significance to them as well), while the worst performers
were Spain, Greece and Luxembourg. 

Interestingly, one can also see similar trends in the case of the ten
new accession countries to the EU in 2004 as captured in Table 6.2. The
data suggest that with regard to price stability, these countries have
taken their “cue” from EMU states with the goal of becoming part of
the EMU “club”. With the exception of Cyprus and Latvia, which have
veered between periods of high and low levels of inflation, the other
states have generally reduced inflation from very high to very low
levels, most remarkably in the case of Estonia and Hungary.

Turning to the EU-15 again, Figure 6.1 demonstrates that as inflation
rates have gone down, interest rates have also decreased remarkably
and also almost converged.

Even before the European Central Bank set rates in 1999 for the states
in the EMU-12, one sees that a drastic drop in rates had occurred over the
four previous years, reflecting the efforts made by these member states to

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Belgium 1.3 1.8 1.5 0.9 1.1 2.7 2.4 1.6 1.5 1.9
Germany 1.2 1.5 0.6 0.6 1.4 1.9 1.3 1.0 1.8
Greece 7.9 5.4 4.5 2.1 2.9 3.7 3.9 3.4 3.0
Spain 4.6 3.6 1.9 1.8 2.2 3.5 2.8 3.6 3.1 3.1
France 1.8 2.1 1.3 0.7 0.6 1.8 1.8 1.9 2.2 2.3
Ireland 2.2 1.2 2.1 2.5 5.3 4.0 4.7 4.0 2.3
Italy 5.4 4.0 1.9 2.0 1.7 2.6 2.3 2.6 2.8 2.3
Luxembourg 1.2 1.4 1.0 1.0 3.8 2.4 2.1 2.5 3.2
Netherlands 1.4 1.4 1.9 1.8 2.0 2.3 5.1 3.9 2.2 1.4
Austria 1.6 1.8 1.2 0.8 0.5 2.0 2.3 1.7 1.3 2.0
Portugal 4.0 2.9 1.9 2.2 2.2 2.8 4.4 3.7 3.3 2.5
Finland 0.4 1.1 1.2 1.4 1.3 3.0 2.7 2.0 1.3 0.1
Sweden 2.7 0.8 1.8 1.0 0.6 1.3 2.7 2.0 2.3 1.0
UK 2.7 2.5 1.8 1.6 1.3 0.8 1.2 1.3 1.4 1.3
Denmark 2.0 2.1 1.9 1.3 2.1 2.7 2.3 2.4 2.0 0.9

Average of the 3 1.03 1.03 1.2 0.7 0.56 1.16 1.63 1.4 1.2 0.66
best performing
Average +1.5 2.53 2.53 2.7 2.2 2.06 2.66 3.13 2.9 2.7 2.16

Table 6.1 Inflation rate: annual average rate of change in harmonized indices of
consumer prices (HICPs), EU-15

Source: Eurostat.

Blank spaces represent unavailable data; bold data represents one of the three best
performing; italics means over the limit.
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meet the interest-rate criterion throughout the 1990s. One of the sharpest
falls in the original EMU countries between 1995 and 1998 is seen in the
case of Italy, where interest rates fell from slightly over 12 per cent to a
little less than 5.5 per cent in this short period. Since 2000, interest rates
have generally gone down from an average of around 5.5 per cent to one
of slightly over 4.2 per cent in the EU-15. By 2004, the three countries with
the lowest rates were Spain, France and the Netherlands. The three coun-
tries outside the EMU – the UK, Sweden and Denmark – had the highest
rates of the EU-15 in 2004, demonstrating the importance of the ECB in
maintaining low rates for the EMU-12. Although not shown in Figure 6.1,
data from 2000 demonstrate that interest rates in all new accession EU
states from central and eastern Europe have continuously decreased,
except in Poland which saw an increase of over 1 per cent between 2003
and 2004.11

When turning to the debt criterion, a similar convergence is seen to
that in Figure 6.1, although less acute: Figure 6.2 demonstrates an over-
all convergence towards the debt-to-GDP ratio of 60 per cent, reflecting
many states’ overall desire to pursue spending cuts.

Such cuts were seen in several policy areas across the EMU-12:
decreasing welfare payments and funding for health systems, lower
pensions, decreased funding for education, and privatization of both
loss-making state companies (in order to not drain the budget) and
financially strong public enterprises (in order to raise revenues).12

Social costs aside, it is interesting to note in Figure 6.2 that, despite the

Table 6.2 Inflation rates: annual average rate of change in harmonized indices of
consumer prices (HICPs), ten new entrants in 2004.

1997 1998 1999 2000 2001 2002 2003 2004

Czech Republic 8.0 9.7 1.8 3.9 4.5 1.4 -0.1 2.6

Estonia 9.3 8.8 3.1 3.9 5.6 3.6 1.4 3.0

Cyprus 3.3 2.3 1.1 4.9 2.0 2.8 4.0 1.9

Latvia 8.1 4.3 2.1 2.6 2.5 2.0 2.9 6.2

Lithuania 8.8 5.0 0.7 0.9 1.3 0.4 -1.1 1.1

Hungary 18.5 14.2 10.0 10.0 9.1 5.2 4.7 6.8

Malta 3.9 3.7 2.3 3.0 2.5 2.6 1.9 2.7

Poland 15.0 11.8 7.2 10.1 5.3 1.9 0.7 3.6

Slovenia 8.3 7.9 6.1 8.9 8.6 7.5 5.7 3.6

Slovakia 6.0 6.7 10.4 12.2 7.2 3.5 8.5 7.4

Source: Eurostat.
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serious efforts made by member states to decrease debts, one can
distinguish between three types of trends within the data. The first
represents countries that remain drastically over the limit, although
convergence is taking place: Greece (top line in 2004), Italy (second
from the top in 2004) and Belgium (third from the top). Clearly, the first
two of these countries have had historical problems with high debt-to-
GDP ratios as seen in the late 1990s when their entrance into the EMU
was questioned on the grounds of this criterion, as mentioned earlier.13

The second trend is seen in states that are slightly over the 60 per cent
limit: Germany (except 2001), France (only in 2003 and 2004), Austria

Figure 6.1 Long-term interest rates, EU-15, 1995–2004

Source: Eurostat and European Central Bank.
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(throughout the time series), and Portugal (in 1995, 2003 and 2004).
Finally, there are several countries which are well below the limit:
Ireland, Luxembourg, Finland, the UK, Sweden and Denmark. The case
of Ireland is particularly interesting because it had one of the highest
debt levels in 1995, but has drastically controlled its debt since 1998; the
result was the development of one of the weakest welfare systems in
the EU, despite the growth of the so-called “Celtic tiger” that signifi-
cantly increased the wealth of many economic élites in a short amount
of time. Again, and in similar vein to what was seen in Table 6.1,
although the UK, Sweden and Denmark are outside the EMU they have
nevertheless been committed to debt reduction. Interestingly, all of the
new adhesion countries (except for Cyprus and Malta) have had debt
levels well below the 60 per cent target since 1997, leaving them in a
prime position for future EMU entry. 

Turning to the deficit criteria, one sees in Table 6.3 that while there 
has been an overall commitment to controlling deficits, in the years
2002–04 some of the EMU states had deficits over the 3 per cent of the
GDP established in the Stability and Growth Pact (SGP) discussed earlier.

In more detail, and considering first the EMU-12 states, even though

Figure 6.2 General government consolidated gross debt as a percentage of
GDP in the EU-15

Source: Eurostat.
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Table 6.3 Public balance: net borrowing/lending of consolidated general
government sector as a percentage of GDP

Source: Eurostat.

Note: numbers in bold show countries have gone over the 3 per cent limit
established in the SGP; blank spaces represent unavailable data.

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

Belgium –4.3 –3.8 –2.0 –0.7 –0.4 0.2 0.6 0.1 0.4 0.1

Czech Republic –2.5 –5 –3.6 –3.7 –5.9 –6.8–11.7 –3.0

Denmark –3.1 –1.9 –0.5 0.2 2.4 1.3 –2.8 –3.7 –3.8 –3.7

Germany –3.3 –3.4 –2.7 –2.2 –1.5 1.3 –2.8 –3.5 –3.9 –3.7

Estonia 1.9 –0.3 –3.7 –0.6 0.3 1.4 3.1 1.8

Greece –10.2 –7.4 –4.0 –2.5 –1.8 –4.1 –3.6 –4.1 –5.2 –6.1

Spain –4.9 –3.2 –3.0 –1.2 –0.9 –0.5 –0.3 0.3 –0.3

France –5.5 –4.1 –3.0 –2.7 –1.8 –1.4 –1.5 –3.2 –4.2 –3.7

Ireland –2.1 –0.1 1.1 2.4 2.4 –4.1 0.9 –0.4 0.2 1.3

Italy –7.6 –7.1 –2.7 –2.8 –1.7 –0.6 –3 –2.6 –2.9 –3.0

Cyprus –4.3 –4.5 –2.4 –2.3 –4.5 –6.3 –4.2

Latvia –0.6 –4.9 –2.8 –2.1 –2.7 –1.5 –0.8

Lithuania –1.1 –3.0 –5.6 –2.5 –2.0 –1.5 –1.9 –2.5

Luxembourg 2.1 1.9 3.2 3.2 3.7 6.0 6.2 2.3 0.5 –1.1

Hungary –6.8 –8.0 –5.6 –3.0 –3.7 –8.5 –6.2 –4.5

Malta –10.7–10.8 –7.6 –6.2 –6.4 –5.9–10.5 –5.2

Netherlands –4.2 –1.8 –1.1 –0.8 0.7 2.2 –0.1 –1.9 –3.2 –2.5

Austria –5.6 –3.9 –1.8 –2.3 –2.2 –1.5 0.3 –0.2 –1.1 –1.3

Poland –4.0 –2.1 –1.4 –0.7 –3.9 –3.6 –4.5 –4.8

Portugal –4.5 –4.0 –3.0 –2.6 –2.8 –2.8 –4.4 –2.7 –2.9 –2.9

Slovenia –2.2 –2.1 –3.5 –2.8 –2.4 –2.0 –1.9

Slovakia –5.5 –4.7 –6.4–12.3 –6.0 –5.7 –3.7 –3.3

Finland –3.7 –3.2 –1.5 1.5 2.2 7.1 5.2 4.3 2.5 2.1

Sweden –7.0 –2.7 –0.9 1.8 2.5 5.1 2.5 –0.3 0.2 1.4

UK –5.7 –4.3 –2.0 0.2 1.0 3.8 0.7 –1.7 –3.4 –3.2

many have shown a strong commitment to controlling spending, the
latter years of the time series highlight how Germany, France and
Greece went beyond the 3 per cent limit. Particularly note-worthy are
Germany and France, which ran deficits that exceeded the limits for
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three years. As discussed earlier, the SGP was set up with the intention
of preventing states from dodging the tough monetary policies of the
ECB by seeking to increase spending and having large deficits, some-
thing that in the long term was perceived as likely to undermine the
value of the euro. In the case of Germany and France, however, the
early 2000s witnessed severe recessionary tendencies: low economic
growth meant a fall in tax revenues, increasing unemployment, and
therefore increased government social spending. As a means to spur on
growth, and against the desires of the DG Economic and Financial
Affairs of the European Commission, led by then Commissioner Pedro
Solbes that policed the SGP, both France and Germany decided to cut
taxes, something that also received tough criticism from most other
EMU states, which had made serious sacrifices to maintain low
deficits.14 While both Germany and Portugal stated later that they
would take measures to bring their future deficits under control, the
French government somewhat challenged the European Commission
in its 2003 budget by honouring Chirac’s pledge to the French elec-
torate to cut taxes and stating that an excessive deficit would be neces-
sary in the short term, given the economic slowdown. In the end,
nevertheless, the Commission decided not to fine France and backed
down as Solbes conceded that “the sprit of the Pact was being kept”
and that “if the recommendation [to not cut spending, particularly in
the health sector] is not satisfactorily heeded [in the future], we can call
for sanctions” against France.15

Interestingly, turning to developments outside the EMU-12, UK
Chancellor Gordon Brown supported France’s position with respect to
the SGP claiming that the pact “is too rigid”, a support that becomes
more understandable when we consider that if the UK were part of the
EMU it would have failed this criterion in 2003 and 2004, as the data
above show.16 Also, it is significant to note that should the new acces-
sion countries join the EMU, many would have fulfilled this criterion
throughout the time series (for which data is available), except for
Cyprus, Hungary, Malta, Poland and Slovakia in 2004. This again high-
lights the efforts that have been made by these countries to attain the
criteria in order to join the EMU club, as has also been shown in other
data given earlier.

The euro in world markets

If the above evidence demonstrates that member states have in general
made intensive efforts to achieve and maintain low inflationary
economic growth coupled with controlled spending as outlined in the
convergence criteria, what evidence is there that the euro itself has been
a success as an international currency that is strong in world markets?
An answer to this can be found in a recent report by the European
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Commission analysing the evolution of the euro in international
markets in the five years since its introduction. One of the Commis-
sion’s main observations relates to the use of the euro by the private
sector: in a short period of time, the currency has established itself as
the second leading currency in international markets, behind only the
US dollar. In the Commission’s words, “the euro area accounts for
about 16 per cent of global output and almost one fifth of global trade
... [and] is also one of the biggest sources and recipients of global
foreign direct investment flows.”17 The strength of the euro in the global
economy is reflected in the currency’s use in international debt markets
as captured in Figure 6.3, which highlights the euro’s strength vis-à-vis
its main competitors – the US dollar and the Japanese yen.

What is crucial to note is that since its introduction in 1999 the line
representing the euro has shown an upwards trend versus a general
decreasing one for the other two currencies, which represents the
increasing strength of the euro. As the Commission stated:

By the end of June 2003, the euro accounted for more than 30
per cent of the debt securities (bonds, notes, and money market
instruments) issued in a currency different from that of the
borrowers’ country of residence. ... This compares to a share of
21.7 per cent in 1999, reflecting a marked increase of the euro’s
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Figure 6.3 Stock of international debt securities: currency shares (bonds, notes
and money market instruments, excluding home currency issuance, as a
percentage of the total amount outstanding at normalised rates)

Source: ECB, review of the international role of the euro, January 2005 (two observations

per year at six-monthly intervals).
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share in this market segment since the launch of the third stage
of the EMU. The share of the constructed aggregate of the
euro’s predecessor currencies was relatively stable below 20
per cent in the years prior to the introduction of the euro.18

Most of the significant non-euro issuers of euro-denominated bonds are
based in the UK (and the USA), and it is therefore clear that economic
actors in these states are making significant gains with the currency
even though their states do not form part of the Euro-zone. Important
examples include: HBOS plc and HBOS Treasury Services19 (€13,900
million), Merrill Lynch & Co (€5, 450 million), Goldman Sachs (€5,187
million), Citigroup (€4,100 million), Bradford & Bingley PLC (€3,850
million), and GE Capital Europe (€3,750 million).20

Turning to the international use of the euro by the official sector, the
Commission also notes that:

The share of the Euro in official foreign exchange reserves held
by central banks around the world is gradually increasing and
stood at about 20 per cent at the end of 2003, significantly exceed-
ing positions held by the previous aggregate of the Euro’s prede-
cessor currencies. ... Between 1999 and 2003, the amount of Euro
held in foreign exchange reserves more than doubled ... [which]
compares to an increase in US dollar reserves of 52 per cent. ...
The increase of the euro share ... is remarkable.21

Finally, turning to actual exchange rate values of the euro against the US
dollar and UK pound sterling, Figure 6.4 demonstrates the increasing
strength of the former by considering data from 1999 until early 2005.

The graph indicates that although the euro remained weak against the
US dollar in its early years, particularly between early 2000 and late 2002,
thereafter it gained significant value. This positive trend is also seen in
the last two years of the graph against the pound sterling. While many
may think that a “strong euro” represents a success in international
markets, others may argue that it has not come without social costs: those
countries with important export markets outside the EU have been hard
hit and may suffer low economic growth (as their products are more
expensive in international markets) and increased unemployment.
Critics of the strength of the euro argue that if it could be driven down
against other currencies by lowering interest rates, this would stimulate
growth by increasing economic competitiveness (particularly in those
countries with strong export markets), by creating jobs and by poten-
tially raising wages. However, those in favour of a strong euro may
contend that a falling currency is the least preferred option during a
recession precisely because it would result in increasing export outputs,
an increased number of jobs, stronger demands for wage rises to
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compensate for the higher prices of imports, and a potential decrease in
domestic supply: all of which add to inflationary pressures which go
against the mandate of the ECB. As such, rather than devalue the euro,
the preferred option of those who support a strong euro would be to
attain economic growth by pursuing deeper deregulatory measures,
such as further labour market “flexpoitation” and by decreasing social
benefits: both of which would make investment more attractive and
increase the insecurity of workers.

The EMU: a 1st order Policy

In sum, the evolution of EMU has demonstrated that EU regulations in
this area are of paramount importance for several member states of the
EU, particularly the 12 members that form part of the Euro-zone. All
have pursued policies at the domestic level in order to meet conver-
gence criteria in the late 1990s, and throughout the 2000s they contin-
ued to be largely committed to price stability and to controlled
spending. It was also shown that even though some EU states do not
form part of the EMU, they have largely aimed to maintain low inter-
est and inflation rates and attempted to control debts and deficits in
order to maintain an overall competitive European economy. In some
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cases, such as those of central and eastern Europe which have recently
joined the Community, it may be argued that this is being done with
goals of one day joining the “club”. For others, such as the UK, Sweden
and Denmark, who originally opted out, one may argue that they could
be leaving their options open to one day join should they so desire. It
was demonstrated that the priority given by the various member states
to attain, and maintain, their position in the EMU is reflected in inter-
national markets, where in a very short period of time the euro has
become one of the strongest world currencies. Taken together, the
evidence suggests that, given a relatively weak role for national
governments in economic and monetary policy making, one can
conclude that major efforts to reach integration in this policy area have
been successful. Furthermore, given that the supranational level has the
responsibility to take the primary decisions in this area – particularly
with respect to monetary policy which is led by the ECB, but also
through the Commission’s monitoring of the Stability and Growth Pact
– this area can be seen as being representative of a 1st order policy.

Formulation of the EMU: Delors, the Council and the ERT

This section will consider EMU policy formulation by analysing develop-
ments at both the initiation and negotiation stages. It should be noted from
the beginning that, as reflected in Verdun’s22 work which reviews the exist-
ing political science literature on the theme and highlights the different
explanations of EMU, various accounts identify different factors of impor-
tance in EMU formulation. These include, the role of “experts”,23 supra-
national actors,24 core executives25 and intergovernmental bargaining
among major states.26 Taking from these different ideas in the literature, as
well as extending them by attempting to better understand the role of capi-
tal actors during the process, this chapter will argue that several perspec-
tives may be of value in explaining EMU.27 Thus, this section will first
argue that the initiation phase of EMU policy can be best understood as
being led by the Delors’ Committee, thus pointing to the importance of
ideas raised within the supranational governance perspective. In the nego-
tiation phase, however, the Council of Ministers played a prominent role,
as did capital actors represented by the European Round Table (ERT) who
acted in similar vein to that witnessed in the SEA and the MCR policy
negotiations examined in Chapters 4 and 5. This suggests that in order to
understand policy negotiation of the EMU, attention must also be paid to
ideas raised by the intergovernmental and DEC perspectives.

The period between 1988 and 1992 saw the main developments of
the formulation of the EMU. In order to better structure the analysis,
the period between June 1988 (starting with the Hanover Summit) and
June 1989 (ending with the Madrid Summit) will be denoted as corre-
sponding to the initiation (or preparation) of the policy. From June 1989
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until December 1991 was the period that witnessed the policy negotia-
tions of the new Treaty on the EU in which EMU would be formalized
at Maastricht. We turn to both of these stages in turn.

Policy initiation: Delors and his committee planting the seed

The initiation phase began with the Hanover European Council in June
1988. Although this was not the first time in the history of the Commu-
nity that the idea of closer monetary relations had emerged, Article 236
of the SEA served as a starting point for more serious consideration of
proposals for a single currency. It was thought that economic and mone-
tary union was necessary in order to fully realize the potential of the inte-
grated market in which capital could thrive. The Hanover Council in
1988 revisited the idea of closer monetary ties and charged Commission
President Jacques Delors, an essential figure in the making of the SEA as
discussed in Chapter 4, to set up a committee to study the options of
closer monetary ties. As Padoa-Schioppa notes, however, the Council
itself did not specify what needed to be studied. Rather:

exactly what was meant by EMU was not defined at the
Hanover meeting, which devoted only a few lines to the subject
and really did no more than set up a committee under the
chairmanship of the President of the Commission, Jacques
Delors, with the task of “studying and proposing concrete
stages leading towards this union.”28

It was therefore the committee headed by Delors that would play a key
role in the policy initiation phase. It was responsible for defining the
concept of EMU – and setting the blueprint of what it was about – using
the terms discussed at the beginning of the chapter, namely, monetary
union and fiscal discipline in the context of the single market.29 The
importance of Delors at this stage of policy making is also captured in
Ross’30 work, which emphasizes how Delors was instrumental in
putting the EMU on the agenda, given his view that if the single Euro-
pean market were to truly function effectively in the world economy,
monetary integration and a single currency were necessary.

Offering more detail on the committee set up and chaired by Delors
to examine the future of EMU between 1988 and 1989, Verdun31 explains
that it consisted of 16 members apart from the Chair: twelve central-bank
presidents, Frans Andriessen (of DG 1 of the European Commission),
and three other members from various backgrounds including Niels
Thgesen (a professor of economics), Alexandre Lamfalussy (then the
general Manager of the Bank for International Settlements) and Miguel
Boyer (the ex-Minister of Economy and Finance of Spain’s first socialist
government and then president of the Banco Exterior de España).
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Beyond highlighting the significance of having monetary officials from
central banks on the committee, a point which is also reiterated in the
work of Cameron,32 Bernard Connolly, who was once the head of the
Commission unit responsible for monitoring the European Exchange
Rate Mechanism, notes the almost manipulative way that Delors took
control of the committee right from the outset:

Delors realized from the start he could play on two features of
the (central bank) governors: their egos and their clubbiness.
He turned their heads with the prospect of a new Super-
Bundesbank at the European level, totally independent of
governments and consequently able to exercise a degree of
power beyond the wildest dreams.33

Consolidating his position as the “leader” of the committee, Delors
would waste little time in setting the agenda for EMU within weeks of
the Hanover Summit. As Verdun notes,

In the summer [of 1988] he sent around a host of questions for
discussion in the first meeting in September. These included
questions about whether a ... single currency was necessary; ...
a European Central bank would need to be created and ... what
its statutes would be; what transition stages would look like;
the necessary macro-economic conditions to enable a success-
ful EMU, and, finally, what institutional changes would be
required to create EMU.34

With regard to the dynamics within the committee, Verdun notes that
although it was supposed to have produced a final report by March
1989, it was unable to do so due to the intense debate around some
central issues, including the structure of the central bank and general
ideas on the transition periods for EMU. After last minute meetings,
Delors, with the support of the powerful Bundesbank President Karl
Otto Pöhl,35 was able to achieve consensus within the group on the
outstanding issues. For example, the “Committee was surprisingly
quick in deciding that it would require a federal bank system, which
would need to be independent and would aim at price stability.”36

Apparently, concerns about having an unelected, unaccountable power
holding such policy competences did not pose much of a problem.37

And, without deciding on fixed dates, the committee decided on a
“three stage” process in order to attain EMU:38

• Stage 1. Commencement of macroeconomic coordination between
member state governments, increased ties between central banks,
accelerated removal of restrictions on the movement of capital.
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• Stage 2. Pursuit of treaty reform for institutionalization of EMU.
• Stage 3. Irrevocable fixing of exchange rates and management of

single currency area by a European Central Bank

In mid April 1989, the Delors Committee finalized and presented its
report on economic and monetary union,39 later forwarding it to the
Council of Economic and Finance Ministers (ECOFIN) in May 1989.
After approval by the Council, the Madrid Summit formally accepted
the Delors Report in June 1989 and decided to begin the first stage of
EMU on July 1, 1990.

With this evidence in mind, one may argue that by setting the agenda
of what “needed to be done”, Delors and his committee would play a
central role in offering a blueprint of EMU during the initiation stage of the
policy process. However, as Verdun states, “the committee members were
interested in creating a feasible blueprint, but they would leave the polit-
ical decision to the Heads of State and Governments.”40 Or, as Dyson and
Featherstone contend, “the Delors’ Report provided a vital basis of tech-
nical legitimacy for EMU and set the key parameters for the subsequent
Treaty negotiations.”41 That is, the specific details that were not defined in
the Delors’ Report, which rather presented issues that needed to be
resolved and further debated among the Council of Ministers, included
how long the transition periods were to be in the different stages, what
were the exact definitions of the convergence criteria to be used, and how
the UK was to be dealt with, given that Thatcher had balked at the idea of
economic and monetary union and her view that a single currency was not
necessary to complete the single market.42 Although the Commission led
by Delors did not formulate all of the specific details of the policy,
however, it is important to note how the supranational institution itself
indirectly set the rules of the EMU game for member state governments.
As Dyson explains, “the creation of the Delors’ Committee weakened the
ability of national governments to act as gatekeepers and control the
content of early EMU policy proposals.”43 Thus, given the evidence, 
the initiation stage of policy formulation can be best understood by
considering ideas raised in the supranational governance perspective.

Policy negotiation: the Council and the ERT watering 
the money tree

When considering the negotiation stage of the policy, however, Dyson
and Featherstone, who offer one of the most detailed and thorough
accounts of EMU negotiations, argue that: 

In the aftermath of agenda setting, Delors’ role was weaker and
more distant. EMU was then located in a technical negotiating
milieu dominated by national actors who were concerned to limit,
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or even exclude, the role of the Commission. EC finance ministers
and central banks had accumulated vast experience and reputa-
tion and had their own closeted networks with a complex
infrastructure of meetings, lunches and telephone calls.44

From this perspective, the negotiation process can best be understood
only by analysing the Intergovernmental Conference (IGC) negotiations
that, authors such as Moravcsik argue,45 demonstrate how EMU served
the interests of state leaders. Important meetings of heads of state in this
regard include December 1989 when the European Council in Strasbourg
agreed to an IGC to discuss the institutional changes required for mone-
tary union; December 1990 when the European Council met in Rome and
launched two intergovernmental conferences on economic and political
union; and, perhaps most importantly, December 1991 when the Euro-
pean Council met in Maastricht and agreed on a draft Treaty on European
Union. By broadly considering developments in these meetings, one can
ask: what were the various interests of the member state governments
and how were these reflected in the final treaty?

Almost all authors focussing on the importance of member states in
EMU formulation highlight the importance of the Franco-German
leadership in the IGC bargaining process. As Dyson and Featherstone
contend, “The most potent venue for political leadership [in the nego-
tiation phase] on EMU proved to be the Franco-German relationship. ...
Kohl and Mitterrand were vital in animating and ‘engineering’ the
EMU negotiations, determining their pace and shape.”46 Three main
issues were of importance when considering both countries:
timetabling, criteria and role of the central bank.

With regard to timetable and criteria, several authors have pointed
to the importance of the “economist” view of monetary union (led by
Germany) and the “monetarist” view (led by France). As Connolly
explains in reference to the compromise finally attained in Maastricht:

The so-called “economist view”, traditionally espoused in
Germany and the Netherlands, was that economic convergence
must precede monetary union, which would otherwise be
damaging and unstable. France and Italy claimed on the
contrary that monetary union would produce economic
convergence. In the first view, monetary union was a distant
goal; in the second, an instrument to be used immediately to
achieve the supposed goal of convergence. The Maastricht
agreement made a bow to the monetarist view by specifying
fixed dates for monetary union, but also acknowledging the
“economist” arguments by laying down criteria in terms of
inflation convergence and budgetary good behaviour, for entry
to the union. 47
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The specific convergence criteria that were negotiated48 and agreed to
by all member states were discussed earlier in the chapter. The
timetable that was finally agreed was for Stage 2 to start in January 1994
and for Stage 3 to start either in January 1997 if at least seven states
attained the convergence criteria, or, automatically in January 1999 for
those states attaining the criteria.49 

With regard to the role of the central bank, the establishment of an
independent bank whose goal was price stability was a necessary
condition for both Chancellor Kohl and the Bundesbank President Karl
Otto Pöhl, who were strong supporters of what Dyson and Feather-
stone refer to as the “sound money paradigm”.50 Nevertheless, the
Germans did accept certain conditions demanded by the French. This
is seen in the final acceptance that ECOFIN would have a role in setting
(by way of qualified majority voting) external exchange rate policy;
that some flexibility would be allowed at the start of Stage 3 as
discussed by France and Italy;51 and that (national) central bank gover-
nors would have a role on the ECB executive board, as highlighted in
Garrett’s work.52

Beyond the specific details of timetabling and the functioning of the
central bank, there were larger economic and political arguments that
were of significance to both France and Germany and guided their desire
to come to an agreement. Dyson and Featherstone note that while poten-
tial economic benefits were of initial importance to France, “from 1989,
the diplomatic rationale of binding enhanced German power into a Euro-
pean framework became decisive for the French, and economic argu-
ments were transformed into the instruments for this purpose.”53

Similarly, in the context of the German reunification and the decline of
the Soviet Union, Germany had its own political reasons, as discussed by
Garrett;54 in agreeing to EMU, Germany would consolidate a place for
itself in an even closer union.

Another issue that was negotiated in the Council included an “opt-
out” clause for the UK. While it was perceived that the economic princi-
ples of both the Germans and the British were not completely at odds, the
UK’s concerns about joining the EMU were related more to views of its
role within the EU and the perceived loss of sovereignty that joining the
EMU club might entail. Dyson and Featherstone explain that “The
Thatcher and Major governments had an ideological commitment to the
protection of national sovereignty, whilst the German government
sought to place EMU in the context of building Europe and overcoming
historical painful legacies.”55

A final negotiation point within the Council related to potential guar-
antees within the Maastricht Treaty that would aid the so-called “periph-
eral economies” in their drive towards EMU. This included, on the
insistence of Felipe González of Spain, the development of a Cohesion
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Fund that would help Spain, Portugal, Greece and Ireland – arguably the
“poor four” in the Community – help meet the convergence criteria. The
Cohesion Fund was set up with the view of increasing the economic
growth of the poor four, without these states having to fund certain proj-
ects themselves, thereby allowing them more of an opportunity to attain
the deficit and debt convergence criteria. The funds specifically
supported two main types of projects: environmental protection and
transport (infrastructure) networks.

It is interesting to note that, alongside the specific reasons
mentioned above that motivated various member states during the
negotiation process, several authors have noted the “scapegoat” argu-
ment that EMU offered to domestic level actors. Although EMU would
allow for a competitive position for many European economies within
the global market, it also served as a mechanism for pursuing neo-
liberal economic policies that many states (even under socialist admin-
istrations) desired: in order to obtain convergence criteria the pursuit of
neo-liberal economic policies could be justified. As Verdun explains:

[M]ember states drew the conclusion that their domestic
economies were too rigid, making a flexible adjustment to
external changes very difficult. Politicians who needed to
restructure public finances and the welfare state found them-
selves having to sell very unpopular measures. It was consid-
ered much easier to restructure the economy by focusing on the
benefits of European integration, and by using ... integration to
legitimise the need for change.56

Given the neo-liberal free-market environment that would manifest itself
in the course of meeting convergence criteria, it seems logical that busi-
ness leaders were openly committed to the EMU: not only would
governments be forced to reduce spending on social welfare in order to
meet deficit and debt criteria, but also businesses could be allowed more
freedom in the market in the drive towards EMU. With regard to the
latter point, for example, one sees that in an attempt to attain conver-
gence criteria many Southern Europe states (which had a long way to go
if they were to meet the criteria) allowed more latitude to employers
from the mid 1990s on, as seen in labour market deregulation aimed at
reducing inflationary tendencies, so as to control interest rates and
decrease deficits and debts; making it easier for employers to set lower
salaries; and taking the state out of the regulation of the labour market
(in adjudicating unfair dismissals, for instance) gave employers more
room to manoeuvre. Some political actors within the Euro-zone also
sought to decrease corporate taxes and seek further deregulatory initia-
tives in order to increase investment and create “flexible” jobs;57 the most

ECONOMIC AND MONETARY UNION

[ 125 ]

Chari_06_Chap 6.qxd  24/05/2006  15:58  Page 125



conspicuous example is Ireland, which has one of the lowest corporate
tax rates in the EU. Given the enormous benefits that capital would have
in the drive towards, and eventually the establishment of, EMU, it is
little surprise to see that capital acted, yet again, in its transnational form
in order to influence EMU negotiations. 

In more detail, Balanyá et al highlight the importance for EMU
developments of the ERT, which was instrumental in the creation of
the single market (Chapter 4) as well as the formulation of the Merger
Control Regulation (Chapter 5). In addition to the ERT, Balanyá et al
also argue that the AMUE – the Association for the Monetary Union
of Europe which is representative of ERT’s “financial offspring” – is
also of importance in EMU negotiations, and Van Apeldoorn also
supports this view.58 Limited to members of corporate and financial
services, the AMUE was founded in 1987 by five major corporations
in the ERT: Fiat, Philips, Rhone-Poulenc, Solvay and Total. The “over-
lap” between the ERT and AMUE is shown in the fact that Wisse
Dekker, then CEO of Philips and Chair of ERT (and previously one of
those behind the creation of the single market as seen in Chapter 4),
“was the first to chair the AMUE”.59 Balanyá et al argue that the
“AMUE was created as a single-issue task force, to supplement the
ERT’s own campaign for economic and monetary union in Europe,”60

an aim reflected in a report prepared for the ERT by Ernst and Young
consultants.61

In terms of the political activity of both the ERT and AMUE during
EMU negotiations, Balanyá et al’s evidence shows that during the 1990
IGC members of the ERT met “regularly with Commissioners such as
Vice President Frans Andriessen (External Trade), Ray McSharry (Agri-
culture), Leon Brittan (Competition) and Commission President
Jacques Delors”.62 The ERT also published reports that would eventu-
ally have an impact on decisions taken by the Council. In particular, it
published in 1991 a report entitled Reshaping Europe,63 which included
several main points that are worth quoting at length:

i) The forces pressing [business] towards a single monetary system
are becoming stronger everyday. As the volume of cross-frontier
trade and investment grows and grows, the costs and uncertainties
of the present system are becoming an intolerable handicap.

ii) Japan has one currency. The US has one currency. How can the
Community live with twelve?

iii) The direct savings are substantial – over ECU 13 billion a year [is]
wasted [in operating costs].

iv) The potential of the single market cannot be realized until it has
also become a single financial market. That is why industry needs
to be certain of the ultimate objective.
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a. We need a firm commitment to the final goal of a single
currency, so that industry can start planning now.

b. We need a sense of urgency.
c. We need a clear and unambiguous timetable
d. A stable value for our currency is an overriding goal and there

must be a Central Banking system sufficiently strong and inde-
pendent to guarantee this.

e. Governments must commit themselves to the necessary pre-
conditions – a firm stance against inflation, a total ban on the
monetary financing of budget deficits and a steady convergence
of economic policies – and they must accept binding disciplines
to give credibility to these objectives.

With regard to point “iv.c” Balanyá et al write that in Reshaping Europe
the ERT “proposed a timetable for EMU implementation that bears
remarkable similarity to the one incorporated in the Maastricht Treaty
a few months later”, and that the ERT along with AMUE directly met
with and pressed national governments to pursue a “well-defined
time-schedule” for completion of the EMU.64 In particular, comparing
what was accepted in Maastricht and what was earlier proposed by the
ERT, one can see the following similarities: the ERT called for an IGC to
finally agree on the new Treaty to take place in 1991 (and this eventu-
ally took place in Maastricht in December 1991); the ERT called for
Stage 2 to occur in 1994 (and the Council of Ministers later agreed to a
date of January 1, 1994); and the ERT called for Stage 3, the irrevocable
fixing of exchange rates, to take place in 1997 (and the Council agreed
to a date of 1997, but only if a majority had met the criteria.)65

In summary, while supranational governance played the major role in
the initiation stage of the policy , the negotiation stage suggests the impor-
tance of both the intergovernmentalist and the DEC perspectives. More
concretely, the evidence demonstrated the importance of the Franco-
German axis in terms of negotiating some specific details outlined in the
blueprint offered by Delors in the first stage, and also pointed to the
importance of the ERT and its offspring AMUE in dealing directly with
members of the Council, particularly with regard to the timetabling
aspects of the EMU. There is little evidence to suggest other interest groups
played a significant role in the policy-making process. In fact, one may
argue that organizations such as labour were intentionally marginalized,
given the nature of the neo-liberal project and the negative consequences
this would have for labour in general, particularly when states attempted
to meet convergence criteria and pursued policies such as heavy cutbacks
in social programmes. As such, both the pluralist and the corporatist
perspectives are of limited value in explaining developments in either
stage of the formulation process.
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Conclusions

The first section of this chapter analysed the goals of EMU by consid-
ering that its main features included monetary and fiscal discipline
intended to achieve low-inflationary economic growth in a single
currency area. It then turned its attention to the evolution of EMU by
first analysing how member states have “converged” in the drive to
monetary union in terms of decreasing inflation rates, interest rates,
deficits and debt. We then considered the very favourable evolution of
the new currency in international markets, showing how this has
consolidated a strong position for Europe in the global economy. Given
that this is a policy area that has seen a large transference of power from
the member state to the supranational level, it was argued that this was
representative of a 1st order policy. 

The second section analysed developments during the formulation
of EMU, focussing on developments between 1988 and late 1991. It was
contended that the evidence suggests that the policy initiation stage
witnessed a leading role played by Commission President Jacques
Delors who, with the Delors’ Report of 1989, constructed the blueprint
for EMU. Nevertheless, when the details of the policy were negotiated
throughout 1990 and 1991, it was the Council of Ministers that played
a leading role in terms of setting the details for convergence criteria,
setting up the institutional structure needed for monetary union and
drawing up the timetable with regard to completion of the various
“stages” of EMU. It was also suggested that with regard to setting the
timetable, capital actors in the ERT, who believed that a single currency
zone would be highly beneficial for business operating in the single
integrated market, played a significant role in the policy process by
suggesting dates which were largely reflected in the final outcome
accepted by the Council of Ministers. 

Given the actions of the various actors in both policy initiation and
negotiation, and following the arguments of authors such as Verdun,
the main conclusion to be drawn is that a plurality of theoretical
perspectives are necessary in order to explain EMU policy formulation:
theories of supranational governance help inform our understanding of
EMU policy initiation, while the intergovernmental and DEC perspec-
tives help explain developments as the policy was negotiated. Given
that labour did not have a fixed role in the policy process, despite the
fact that labour itself had to bear many sacrifices on the road to mone-
tary union as a result of domestic policies such as social welfare cuts
and increased deregulation, one may argue that the corporatist
perspective is of limited importance in explaining any stage of EMU.
Similarly, because other interest groups were not allowed open and free
access to either level of governance during either stage of formulation,
the pluralist perspective is also of limited relevance.
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7 The Common Agricultural
Policy: redistributive policy in
favour of whom?

In the first section of the chapter, we analyse the broad objectives of
the Common Agricultural Policy (CAP). We show how the CAP is a
price-support system aimed at protecting a certain sector of the Euro-
pean economy from both domestic and international pressures. The
1st order status of the policy will be demonstrated, by emphasizing
how this policy spends the largest part of the EU budget. The second
section then moves on to analyse policy formulation during the 1992
MacSharry reforms, the Agenda 2000 reforms and the Fischler
reforms of 2003. These policies are significant because they represent
the most recent attempts to reform the CAP. In an integrated discus-
sion that gives an overview of the objectives of these reforms, we
attempt to determine which actors were most influential in shaping
EU agriculture policy, with a specific focus on the role of the Council,
the Commission and farming interest groups. Given the evidence, the
main argument to be developed is that the CAP constitutes a 1st
order policy and, considering the actors involved in the different
policy-making stages, that the supranational governance (with a
focus on the Commission), intergovernmentalist and dominant
economic class (DEC) perspectives best inform agricultural policy
developments.

Objectives and evolution of the CAP: its “1st order status” in the
integration process

The CAP attained a very prominent status in the Treaty of Rome of 1957
when the original six member states (France, Germany, Italy, Belgium,
the Netherlands and Luxembourg) declared a common policy and
granted it its own title in the Treaty. In particular, the five objectives of
Article 33 of the TEU (ex article 39, EEC Treaty) were:

• to increase agricultural productivity, by promoting technical
progress and rational development of agricultural production and
optimum utilization of the factors of production, particularly labour

• to ensure a fair standard of living for the agricultural community,
in particular by increasing individual earnings of persons engaged
in agriculture

• to stabilize markets
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• to ensure the availability of supplies
• to ensure that supplies reach consumers at reasonable prices.

The CAP represented the first redistributive policy of the EU. Redis-
tribution refers to the idea that budgetary funds are reallocated to, or
spent on, programmes that benefit various people where it is gener-
ally deemed that there is a common social good that can be achieved
by so doing. At the domestic level, examples of redistributive policies
may include healthcare, unemployment insurance and spending on
education. Examples of redistributive policies in the EU, however, are
not applied in the traditional areas of social welfare found at the
domestic level. Rather, EU redistributive policies are seen in agricul-
tural policy, and in directing structural funds towards regions in less
favourable conditions and aid to developing countries. The general
concept behind the redistributive mechanism in the CAP is that EU
budgetary funds are given to farmers in order to subsidize production
of certain products that are considered essential or whose production
is seen as beneficial for the Community as a whole.

Discussing the historical rationale for the development of the CAP,
Rieger highlights the importance of post-war international dynamics.
He states that:

in the inter-war period, major sections of the agrarian popula-
tion had turned to radical right-wing parties to protest against
governments that had tolerated the collapse of agricultural
policies. This experience created a dramatic change in agricul-
tural policies, providing income security to farmers through
guaranteed prices, but at the expense of creating tensions at the
international level.1

With this in mind, it is useful to turn to Hix’s summary of the three
elements of the EU price support system that were agreed in the early
1960s in order to protect farmers.

• Protection against low internal prices. Surplus farm products are
bought from farmers – with funds from the European Agriculture
Guidance and Guarantee Fund (EAGGF) – when prices fall below
an agreed guaranteed price in the European market

• Protection against low import prices. Import quotas and levies
(paid into the EAGGF) are applied on imported agricultural goods
when world prices fall below an agreed price.

• Subsidies to achieve a low export price. Refunds are paid (from the
EAGGF) for the export of agricultural goods when the world price
falls below an agreed price.2
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The price support mechanism clearly reveals the anti-competitive
mechanism behind the CAP, whose goals were to protect the sector
from international pressures. In Rieger’s words, “the stated goal of the
CAP is the preservation of an economic sector with supposedly distinc-
tive institutional and social features, incompatible with the principles
of industrial production and competitive markets.”3 Such a preserva-
tion was aimed at “insulating the farming sector from international
competition”,4 and this can be seen as the “raison d’être the CAP, for
which a really supranational policy was a precondition”.5 From this
vantage point, the CAP can be seen as “a politically driven and defen-
sive strategy to modernize European agriculture against the internal
threat of an expanding industrial society and the external threat of
vigorous trade competition”.6

Of all EU redistributive policies, the CAP is the most significant
because it has clearly dominated the EU central budget since its incep-
tion. Although the percentage of the overall budget devoted to it
decreased throughout the 1990s, it remains to this day the policy that
receives the largest amount of EU funding. Data from Rieger show that:

CAP expenditure rose from 64.2 [million] Ecu ... in 1987, to
104.6 Ecu in 1992, and to €120.7 in 2001. Even if expenditure
fell from 0.61 per cent in GDP in 1993 to 0.43 per cent of GDP
in 2004, the share of agriculture in the GDP fell from 2.5 to 1.7
percent, while CAP expenditure per farm more than doubled
in the same period.7

That agricultural subsidies remain centralized at the EU level, and that
the amounts of funding that the policy continues to receive still surpass
all other redistributive policies, suggests that the policy can be considered
to have attained a 1st order status.

In terms of its evolution, many expected it to become a "story of action
and success"8 because of the funds that were initially earmarked for the
policy. However, the policy could never be seen in the eyes of free-market
liberalizers as completely fulfilling the role of an exemplary paradigm for
competitive European integration. This is because the very nature of the
policy was to offer advantages to one sector of the economy over others
and, as will be discussed later, within this sector the CAP favours large
landowners. It followed from an earlier agreement between member
states, which emphasized that agriculture had to be treated differently
from other economic sectors in the European single market.

The idea here was that unless a subsidy mechanism was imple-
mented, the small and medium-sized European farmer would disappear.
This would result in the decline of the rural population, an increase in
unemployment and destabilization of markets in general. Thus, the CAP
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was set up with a welfare dimension which had implications for its func-
tioning; it also demonstrated the role of interest groups.9 Member states
thus introduced the so-called price-support system in order to work
against these possible distortions: once a year the national Ministers of
Agriculture established prices for the agricultural products covered by
the CAP. If market prices were below those established, the prices would
be pushed up artificially through EU-intervention purchases to a level
agreed upon. Conversely, if prices were too high, the EU would release
the agricultural products purchased during low-price periods, thus
bringing prices back down.

This policy had a twofold effect. First, there was a continuous surplus
of agricultural products as the system encouraged farmers to maximize
their output by setting the guaranteed EU prices well above world prices.
This resulted in what have been referred to as “food mountains”, “wine
lakes” and “butter mountains”. These terms help describe the vast quan-
tities of products that were produced, that turned out later to be of no real
use or value. The second effect was that the costs of the CAP exploded.
Rieger notes that throughout the 1960s and 1970s, “high prices were insti-
tutionally guaranteed, farmers were protected against the consequences
of over-production (i.e. falling prices), and import competition was offset
by export subsidies.”10 The effect of this was increasing output and
spiralling costs to the CAP, a system that allowed for accumulation of
profits, particularly by those large landowners who were able to produce
more than smaller and medium-sized farmers.

Hence, several attempts were made between the 1960s and 1980s to
reform the CAP. One example was the Mansholt Plan of 1968. This tried
to restructure the agricultural sector, offering small farmers financial
support to set aside their land (also referred to as summer fallowing).
The aim of the reform was to reduce agricultural inefficiency, which
would automatically lead to a reduction of costs and a levelling-off to
world prices. However, the plan collapsed due to opposition by France
and Germany, who claimed that the reform would have a detrimental
effect on their farming communities. A second example was seen with
the entry of the UK into the European Community in 1973, where
reform of the CAP was yet again considered, with only limited success.
A third attempt was made in the 1980s, a time when the problems of the
CAP took on a different dimension. Beyond the overproduction and
spiralling costs seen before, the 1980s saw the rise of other issues,
including environmental concerns and health hazards caused by vari-
ous farming practices. In order to maximize their outputs, farmers
pumped huge amounts of fertilizers onto their lands and used high
levels of hormones in the rearing of their animals. Moreover, the EU
came under fire for of its price dumping strategy at the Uruguay Round
of the GATT talks in 1986. Despite recognition of the concerns by
several member states, however, no firm reforms were achieved. 
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It thus became evident in the 1990s that the CAP had to be reformed,
resulting in first, the MacSharry reforms, then the Agenda 2000 reforms
and, finally, the Fischler reforms of 2003. Our integrated discussion
concentrates on three major aspects of each of these: the main objectives
of the reform, who was involved in its initiation and negotiation and,
given these dynamics, how such developments can be theoretically
characterized. The main argument to be developed is that formulation
of the policies has seen the participation not only of the Commission
and Council, but also agri-businesses which have ensured that profits
for large farmers have been disproportionately higher than for smaller
farmers in this protectionist environment. This has resulted in a policy
which continues to particularly benefit a very few large landholders.
Theoretically, the policy formulation can be best understood using
elements of supranational governance, intergovernmentalism, and the
DEC perspective.

Formulation of the MacSharry, Agenda 2000
and Fischler reforms 

The MacSharry reform: objectives and actors involved in the process

What were the objectives of the MacSharry reforms?

By 1991 the need for CAP reform was twofold. First, because the outcome
and continuation of GATT-negotiations were constrained by the failure
of the EU to reform the CAP, the EU could no longer postpone reforms
in the agricultural sector. Linking GATT negotiations to CAP issues
meant that pressure emanated not only from the agrarian community,
but also from other economic interests that argued CAP reform was a
necessity. For example, the German government was under pressure
from the industrial community who wanted GATT-negotiations to be
continued, while the French faced pressure from the large-farm cereal
growers who faced competition from their US counterparts who had
invaded the European market at world-prices.11 Second, examination of
the budget indicated that costs for the CAP absorbed over half of the
EU’s budget and it would have been impossible to continue to support
such a burden.

Considering these problems, Moyer and Josling discuss how DG VI
(later renamed DG Agriculture) produced a paper in December 1990
which would serve to catalyze debate about reform.12 The fact that the
Commission took this first step is consistent with much of the literature’s
view that the Commission has been responsible for drafting legislation
and administrating the CAP. The objective of the paper was to recommend
“significant price cuts for which farmers would receive direct payments
based on the area farmed and average regional yields”.13 The price cuts
varied between 35 per cent for cereals, 15 per cent for beef, and 10 per cent
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for dairy produce. The result of this was a reflection paper written by the
Commission in February 1991, which in turn would lead to the final
MacSharry proposal of July 1991 that was put before the Council.14

All of these Commission documents, which reflect how this part of the
dual executive initiated the reform process, also contemplated the
replacement of the price support system with a direct payment support
system. This model of compensation was seen as being a means of
decreasing the costs of the CAP.15 Direct payments were seen as a way to
compensate small and medium-sized farmers for the loss of income that
they would experience due to the substantial cuts in guaranteed prices
that the Commission wanted to make. Compensation was originally not
envisaged for large agrarian producers as they were considered able to
compete in world markets. Other proposals made by the Commission
focussed on rural development, including environmental matters such as
promoting organic forms of farming, encouraging set-aside schemes and
reforestations.16

Even though the evidence suggests that the Commission was a key
player in the initiation of the policy, Moyer and Josling’s work empha-
sized that all members of the Council would have a voice in the final
decision, undermining the full impact of Commission proposals.17

Again this is consistent with views in the literature that in terms of the
legislative process, while the Commission drafts a proposal, the Coun-
cil of Agricultural Ministers must in theory approve it unanimously.
The Council is seen as being in a strong position: it can either reject the
Commission’s proposal and return it for modification, or start negotia-
tions within the Council, with a very limited role resulting for the EP.18

In the case of MacSharry, the Council opposed some or all of
MacSharry’s proposals, and would not agree to reforms on the scale he
had proposed.

Thus, after ten months of negotiations in the Council of Agricultural
Ministers, the European Council in May 1992 agreed to a watered-
down version of MacSharry’s original reforms. The main aspects of the
final agreement were:

• Prices for cereals and beef decreased, but by less than the 
Commission had proposed.

• Set-aside rates were much lower than foreseen by the Commission
and all farmers received full compensation by direct payments.

• Early retirement schemes were introduced to encourage older
farmers to cease production.

• Environmentally friendly farming practices were encouraged, but
not made compulsory. Lower yields would be still be subsidized.

Because better control over expenditure could be achieved through the
introduction of direct payments, a side-effect of the reform was that the
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economic effects of the CAP became more transparent. However, some-
what ironically, costs actually increased even further after MacSharry.
This is because the reform did not set price support subsidies aside, but
rather simply introduced another form of subvention with direct
payments. Thus, the reform’s objectives were not fully achieved: even
though an attempt was made to moderate expenditures, prices
remained too high, resulting in continued export subsidies.

Actors involved in the MacSharry reform process: commission, council 
and large landowners

What were the specific dynamics among the actors involved in the initi-
ation of the MacSharry reforms? Because the Commission had the right
to initiate any agricultural issues, it is not surprising that one finds an
important role for the supranational institution during policy initiation.
As discussed above, the new Commissioner for agricultural affairs,
MacSharry, had a particularly important role in the initiation of the
policy. He also had the support of the Commission’s president, Delors.
Both of them played significant roles in convincing the member states of
the necessity for agricultural reform to resolve the budgetary constraints
faced by the CAP (though some member states were already aware of
CAPs problems in the aftermath of the criticisms voiced at the GATT
negotiations). Hence, it can be argued that the initiation stage is best
understood from supranational governance perspective.

When turning to the negotiation of the policy, however, one may
argue that the predominant role was played by actors beyond the
Commission. Even though the latter was responsible for initiating policy
reforms, the reform process and its outcome were dominated by the
member states and their policy positions. The differences between the
Commission’s proposal and the actual outcome clearly demonstrate that
the interests of the member states differed substantially from the
Commission’s, as noted by a number of scholars.19 Even though the
reforms may have been considered historic for the CAP, the major points
of the Commission’s initial proposal were not considered acceptable or
were diluted by the Council. This was primarily due to the worries of
member states about the effects of the original proposals. For example,
heavily influenced by the large cereal farmers in France, “French Minis-
ter Louis Mermaz questioned the need for such a drastic cereal price cut
[and demanded that] domestic supplies [be given] adequate protection
on the European market.”20 Britain’s John Gummer “complained that the
proposed reforms would penalize the excellence of and success of large,
specialist farms to prop up part-time inefficient farms”.21

The concern that member states felt about the reforms’ effect on
specific farming interests helps demonstrate that certain “large farm-
ers” were influential when the national positions were developed. This

THE COMMON AGRICULTURAL POLICY

[ 135 ]

Chari_07_Chap 7.qxd  24/05/2006  15:58  Page 135



suggests that, along with intergovernmentalism, the DEC perspective
is of value in explaining policy negotiation. These “large farmers”, who
one may argue represented business-like interests, were able to get
their way by heavily lobbying national governments through their own
nationally based farming groups. An example of how such farming
businesses were able to get what they wanted is seen in the negotia-
tions over replacing the guaranteed price system by direct payments.
While smaller farmers were in favour of the direct payment initiative,
larger farmers argued that this constituted a welfare payment that took
away from the concept of the “individual entrepreneur” by which they
defined their activity. The larger farmers, who were heavily repre-
sented in the national farming organizations, argued that these new
regulations should not apply to them: for élites with larger areas of
land, the guaranteed price system brought more income than direct
payments. France provides a specific example of the way large farmers
could influence policy negotiations. As discussed by authors such as
Grant,22 French national farming organizations, including the FNSEA,
have a close relationship with French governments.23 On the insistence
of large French farming interests in cereal production, it was agreed
that price support would be maintained for these key producers, with
future reduction envisaged at a slower rate than originally proposed by
the Commission.

Given the lobbying pressure at the national level of particular farm-
ing élites whose economic activity was more reminiscent of large
corporations, smaller farmers would not obtain all they wanted. This
adds strength to Rieger’s claim that small farmers lack an “effective
voice” in the system.24 Within national farming organizations the more
dominant financial faction outweighed the minor one and one may
argue that “capitalist interests” were able to take charge.25

With regard to other interest groups, supranational agrarian interest
organizations – which are representative of all farming interests –
enjoyed wide influence in the years before the MacSharry reforms.26

The literature has noted that before MacSharry trans-national agrarian
interest groups – mainly COPA–COGECA27 which represent the Euro-
pean umbrella organization of national farming groups, as discussed in
Chapter 2,28 and the Coordination Paysanne (CPE) which is mainly
concerned with sustainable agricultural policy – were historically influ-
ential in defining the CAP. Many have argued that COPA has been able
to establish close relationships with the Commission, while CPE has
enjoyed favoured access to national governments, and these organiza-
tions have influence either in the Council of Agricultural Ministers or
the European Council for two reasons. First, agricultural policy forms
an element of the welfare state and the input of these farming groups is
therefore needed. Second, their input was considered necessary for the
policy to claim legitimacy. 
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It is therefore surprising that in the case of the MacSharry reforms
these interest groups were not involved in the preliminary stages.
Certainly, they did make negative comments on the substance of the
Commission’s proposal on two grounds. On the one hand, COPA
feared that the Commission would seek to rationalize spending in the
CAP more than ever before. On the other hand, farming interest groups
feared that direct payments would make the budget for agriculture
more transparent, resulting in a potential back-lash from taxpayers.29

Yet the Commission paid scant attention to the negative reaction of
agrarian interests at the European level, such as COPA. 

One may argue that the position of these groups was further weak-
ened by their inability to acquire a negotiating mandate or adopt an effec-
tive position. There are three potential reasons for this. First, they simply
did not want to accept changes, in general. Second, agrarian interest
groups simply rejected the idea of direct payments, in particular. This left
them little flexibility to manoeuvre. Third, it was impossible for such
groups to agree on a European-based proposal because of the divisions
rooted in differing national interests, which eventually divided the
supranational groups such as COPA. For example, some French interest
groups opposed direct payments and set-asides, whereas German ones
were hostile to price cuts.30 Similarly, the Italians did not like the propos-
als on financial transparency outlined in MacSharry, while the Belgians
were concerned about the potential impact on specialized farming. In
addition to national differences, other, more contextual, cleavages within
the farming community emerged over MacSharry, including the interests
of small farmers versus those of larger ones, and the concerns of envi-
ronmentally concerned farmers versus those who were more output
oriented. In the end, as discussed above, the larger agri-businesses were
much more successful in working through the Council.

This success was partly also induced by the Commission itself in using
the so-called Special Committee of Agriculture to assist in achieving its
reform package. Special committees consist largely of senior national civil
servants, and national representatives vote according to qualified major-
ity voting. They ensure that national interests are represented in the CAP
policy process: national civil servants prepare most of the meetings of the
Council of Agriculture Ministers, while the management committee
guarantees the representation of national interests in issues that the
Council has delegated to the Commission. By choosing this institutional
set-up, national interest groups and national ministries indirectly gained
influence.31 The concomitant decrease in the influence of the EU level that
ensued meant that the lobbying arena moved from the European to the
national level.32 In other words, given that the focus of influence lay at the
national, not European level, European-based interest groups represent-
ing all farmers would have very little influence on the process and the
outcomes of the MacSharry reforms. As Gray stated, COPA’s members at
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the time were “embarking upon more individual initiatives without the
consent of COPA”33 and relying on the traditionally strong and powerful
links between the national associations and the national ministries. This
would inevitably provoke disagreement within COPA over the reform of
CAP while simultaneously causing major difficulties in finding a
compromise within the Council of Ministers.

One may argue that this type of “re-nationalization of agrarian inter-
est politics” makes intuitive sense precisely because final agricultural
decisions are ultimately taken within the Council of Agricultural Minis-
ters. One may also contend that the re-nationalization was also very
much in the interest of the member states. A powerful role for the pan-
European interest groups would have increased the capacity of the
Commission to act more autonomously and to develop its own agenda,
ultimately resulting in the exclusion of the member states and therefore
decreasing their power. With respect to this particular reform, Kay also
points out that automatic price cuts would have led to an increase in
the power of the Commission, and a decrease in that of the Council of
Agricultural Ministers.34 With this in mind, it was in national actors’
interests to bypass European interest groups and attempt to seek the
influence of nationally based ones in order to “deflate” supranational
autonomy while preserving national power.35

It is interesting to note that there was some potential for other interest
groups beyond agricultural ones to take part in the process. As Kay states,
“the access of traditionally powerful farm interest groups was no longer
exclusive.”36 Rather, trade, environmental, industrial and financial inter-
ests may have also attained a place in the negotiation process because of
the nature of the MacSharry reforms.37 However, the outcomes were still
roughly in line with the desires of key actors in the agriculture sector, and
proposals from other interest groups, such as the environmentalist lobby,
were left mostly unexplored. From this perspective, one cannot regard the
agricultural policy processes as a pluralist one where all potential interests
involved have a say. There are two explanations for this lack of equal
access to the negotiation process and the dominance of the member state
in it. First, member states sought to protect what they perceived were the
interests of a minority, yet powerful, group within the agriculture sector,
and subsequently disregarded other environmental and economic factors
that might have been beneficial to a majority of the European public.
Second, member states had an interest in largely maintaining the status
quo in the CAP because many states had a state-owned service sector asso-
ciated with banking that was closely linked with agrarian issues. This is
particularly seen in state-sponsored agricultural credit institutions or
commercial banks with special agricultural departments.38 

To summarize: in terms of processes, the MacSharry reform witnessed
how after the Commission initiated the reform, the decision-making
process shifted from the European to the national level. Member states
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tried to restrain the Commission’s move towards more autonomy. This
verifies Rieger’s observation that “despite the supranational, or ‘common’
format of the CAP, member states’ preferences are the main factors driv-
ing the policy system.”39 In other words, even though the Commission
may enjoy the exclusive right to initiate Community legislation, national
interests heavily influenced the several stages in the agricultural policy
negotiation.40 Negotiations during MacSharry also show some evidence
that the concerns of the farming élites that represented larger, agri-busi-
ness interests were raised by the Council. This suggests that even though
supranational governance helps explain the initiation phase of develop-
ment, elements of intergovernmentalism and the DEC perspective help
explain policy negotiations. The evidence also shows that a plurality of
other potential interests, including transnational agriculture groups which
represent the interests of all farmers as well as environmental groups,
were not allowed to influence the reform’s development. This points to the
idea that elements of pluralism were not manifest. We now turn to the
formulation of the next set of agricultural reforms, Agenda 2000, in order
to capture the dynamics involved during this policy-process.

Agenda 2000

What was Agenda 2000 About?

To remedy the perceived inadequacies of the MacSharry reform and,
more importantly, to prepare the EU for enlargement, the Agenda 2000
reform project was introduced for a “stronger and wider Europe”. On
the one hand, the price support system coupled with direct payments
post-MacSharry had increased costs even further. EU budget concerns
were thus again at the forefront, catalyzing another round for reform.
Further, the Commission calculated that by 2005 the EU would exceed
the ceilings imposed by GATT negotiations, leading again to increased
international pressure. On the other hand, existing CAP rules could not
be applied to the applicant states of Central and Eastern Europe with-
out having further dramatic consequences for the EU-budget.41

Agenda 2000 reform plans, which were again first presented by the
Commission, continued along the lines of the MacSharry reform:
reducing prices and linking production to social and environmental
objectives. In more detail in 1998 the Commission mentioned:

• large reductions in support prices
• compensation for farmers in the form of direct payments with a

ceiling on the level of aid that any individual could receive
• reduction of market-distorting subsidies while increasing support

for farmers who did not distort production
• ending mandatory set-asides.
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The publication of the document was followed by demonstrations by
farmers in Brussels, initially resulting in the suspension of negotiations
surrounding Agenda 2000. As far the Council was concerned, it
supported the need for reform. But, there was a major concern with
reducing the CAP’s budgetary costs, something which was to be
suspended until the IGC in Berlin in March, 1999. After long and diffi-
cult negotiations dominated by French President Jacques Chirac and
facilitated by German Chancellor Gerhard Schröder, a decision on
Agenda 2000 was finally reached. The main issues agreed to included:

• a cut in cereal prices of 20 per cent (10 per cent in 2000/1 and 10 per
cent in 2001/2) as proposed by the Commission

• a reduction of milk prices by 15 per cent over three years starting in
2003, differing from the Commission’s proposal

• an increase in dairy production quotas, against the Commission’s
wishes

• a 20 per cent reduction of beef prices, which was only two-thirds of
the cut proposed by the Commission.

One may contend that there were three shortcomings in the final outcome.
First, from the Commission’s perspective, apart from the multitude of
changes that were half-heartedly agreed by the Council as mentioned
above, the Council also resisted the Commission’s proposal on direct
payments (to be partly paid by the member states) and the introduction of
ceilings. The Commission’s idea of “modulation” foresaw the introduc-
tion of individual ceilings for direct payments to avoid uneven impacts
across the EU. However, contrary to the Commission’s proposal, it was
finally agreed that member states should have the decision-making power
on the criteria for individual ceilings. Moreover, Agenda 2000 featured a
further re-nationalization of agricultural policy, in the same way as in the
process that led to the MacSharry reform: in future, direct payments were
to be distributed according to economic, social and environmental criteria
which the member state in question could unilaterally decide. 

Second, although Agenda 2000 introduced the concept of “multifunc-
tionality”, which was considered a major breakthrough, one may argue
that it remained mostly rhetorical. “Multifunctionality” was in theory
intended to support sustainability and environmental concerns in agri-
culture – a hope that had already been raised in the MacSharry reforms
but had been largely dismissed. Even though this concept laid down a
basis for “environmental agriculture”, Agenda 2000 did not develop
incentives for farmers to invest in environmentally friendly farming. 

Finally, the necessary reforms of the CAP that were needed in the
context of future enlargement were also not fully worked out. In order
to prepare for enlargement and to reduce long-term CAP costs, further
reforms would yet be needed.
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Actors in the formulation of Agenda 2000: the Commission, the Council 
and large farmers

Turning to the actors involved in the process, one sees that as with the
MacSharry reforms the initiation stage of Agenda 2000 saw the Commis-
sion acting as principal initiator. However, as was also the case in the
MacSharry reform process, after the negotiation process began supra-
national governance was very soon replaced by intergovernmental
influences: national actors and national interests would prevail.

This stage also witnessed discordance between the Commission and
member states, again reflected in the divergence between the initial
proposal and the final outcome. While the Commission tried to pursue
drastic changes in the CAP, member states resisted this, mainly because
of irreconcilable national differences. For example, the UK, Sweden,
Denmark and Italy regarded the proposal as inadequate and not far-
reaching enough; Germany, Spain and Ireland silently rejected it; and
France openly campaigned against it.42 Despite differences between the
member states, a common position between them was finally found on
the issue of re-nationalization of the CAP. The Council adopted finan-
cial “envelopes”, to “allow member states ... to compensate for regional
differences in production practices and agronomic conditions”.43

Contrary to the Commission’s proposal, member states established an
important future position for themselves. This highlights the huge
impact the member states made during the negotiation process and the
way they were able to subdue the Commission and prevent it from
becoming too autonomous.

Analysis of the dynamics at work during policy negotiations reveals,
however, that even though the Commission did take a back-seat to the
Council of Ministers, this may ironically be due to the actions of the
Commission itself on two fronts. First, after the presentation of the first
proposals of Agenda 2000, the Commission actually introduced four
major changes to its initial plans for financial measurements, the intro-
duction of national envelopes, price cuts and increases in quotas. As
such, the Commission gave away its “strongest cards in the CAP reform
negotiating process, before the negotiations [had] even started”.44 Instead
of using the “radical” reform proposal as a negotiation platform, with a
probability of achieving substantial concessions from member states
seeking to agree on a common denominator, the Commission may have
reduced its chances of achieving an extensive CAP reform. In other
words, the “de-radicalization” by the Commission shortly after it
presented a first draft of the proposal may have lowered the common
denominator that member states had to seek. 

Second, the Commission established a “high-level group” which
included senior civil servants from each member state. Their task was to
“consult” on the technical issues of the proposal. Such reliance on
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national-level actors, as opposed to gaining technical information from
either Brussels institutions or transnational interests with whom DG
Agriculture had previously been in contact, arguably gave member states
the upper hand yet again. In short, both of these actions by the Commis-
sion can be interpreted as allowing member states to maximize their
power during policy negotiation. 

Turning to the role of interest groups, we find similar dynamics to
those at work in the MacSharry reforms: COPAwas again unable to partic-
ipate in the negotiation process. The shift towards re-nationalization of
farming interests in general, and towards fragmentation within agrarian
interests in particular, developed further and sapped the power of the
European-based organizations. As an internal report from the organiza-
tion reveals,45 COPA recognized its weaknesses quite early in the process
and its internal conflicts made it unable to act effectively. In terms of
COPA’s internal process, positions and strategies arrived at by the organ-
ization required unanimity. However, over the years internal mismanage-
ment within it, stemming from increasing tensions that reflected national
differences, meant that there was increasing lack of cooperation between
its member organizations.46 There were also ideological divisions: COPA’s
left-oriented faction, which was diametrically opposed to the majority
group within the organization, supported the introduction of direct
payments. The strategy proposed by interim Secretary-General Peter
Pooley to omit controversial issues in COPA’s position proposals was thus
not followed. Not surprisingly, COPA broadly rejected the Commission’s
proposal as it implied “damaging consequences”47 for farmers and their
families, and it insisted that the Commission’s budgetary figures were
unrealistic, even though average farm incomes had increased since the
MacSharry reform. In the end, one may argue that broad-brush analysis of
the Agenda 2000 package, coupled with a fractured management system,
de-legitimized COPA’s role as an actor that was supposedly representative
of all EU farmers: internal organizational mismanagement, and lack of
clear alternatives, eventually caused difficulty in finding a common posi-
tion that could be used as a lobbying proposal to be presented at the
Commission and member state levels.

Nor had CPE learned from the 1992 experience. Its arguments
against the Agenda 2000 proposals were also general and only focussed
on maintaining the status quo, stressing that priority should be given to
increasing subsidized exports and to safeguarding farm prices. Unlike
COPA, however, CPE had a very clear common position on modula-
tion, arguing in support of the Commission’s initial position because 
it would have been favourable for small and middle-sized farmers. 
CPE attacked the large national farm organization’s opposition to it,
indicating that their objection “demonstrates whose interest they are
defending”.48 Individual ceilings would have excluded many large
farmers from this form of EU subsidy.
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Because member states modified the Commission’s proposal in
favour of larger landholders, it may be argued that within the CAP the
capitalist interests of a few privileged farmers found their way into the
positions of member states and dominated the final outcome. Such
corporate farmers did not represent the interest of the European-wide
farming lobby groups who were concerned about the reform’s conse-
quences for smaller farmers. Rather, corporate farmers sought to ensure
that reforms to the CAP would maintain their subsidies (a demand that
was contrary to the interests of smaller farmers) and create a more one-
sided mechanism by which subsidies would be redistributed under the
CAP. This lends strength to Rieger’s claims that “the creation of a single
agriculture support system has produced an increase in social and
economic inequalities, from which large farmers, with considerable
political clout, have profited disproportionately.”49

Data that support the claim that large farmers continued to benefit in
the wake of the MacSharry and Agenda 2000 reforms are captured in a
recent report by Oxfam.50 This illustrates that even after MacSharry and
Agenda 2000 reforms, the CAP continued to “lavish subsidies on some of
Britain’s wealthiest farmers and landlords” and that the “losers include
small farmers, consumers, taxpayers, and the environment in the UK.”51

Investigating payments in the cereal sector in the UK during 2002 and
2003, the report’s authors conclude that “the picture that emerges is one of
a perverse system of social welfare, with billions of pounds benefiting
some of the UK’s richest families and wealthiest agriculture regions.”52

Their data highlight the fact that there are 224 farmers with large hold-
ings – referred to as the “224 club” – that receive an average subsidy of
over £2.00 every five minutes, with an average subsidy of over £210,000 a
year. These were the same farmers who heavily influenced the UK govern-
ment to oppose ceiling payments to the CAP,53 even though they repre-
sented less than 0.4 per cent of all the UK farming population, and who
spoke against cuts to the price-support system. The report notes that these
farms, which receive the majority of CAP support, are predominately
located in Eastern England and Lincolnshire.54

The consequences have been twofold. The first is increasing polariza-
tion between the large and small landowners: in comparison with small
farmers, large farmers win. Oxfam’s data suggests that while the “224
club” continues to gain lavish subsidies, the UK’s 15,000 smallest farms in
the cereal sector are relatively worse off than before: the 15,000 smallest
farms together receive a similar amount of support from the CAP as that
provided to the “224 club”. This polarization between the (few) rich and
the (many) poor farmers is depicted in Figure 7.1. It shows how the
slightly over 15,000 small landholdings of less than 50 acres receive an
average subsidy of around £3,500. This contrasts with the 224 large
landowners with over 1,000 hectares that receive over £210,000.

The second effect of high subsidy levels under the CAP is the

THE COMMON AGRICULTURAL POLICY

[ 143 ]

Chari_07_Chap 7.qxd  24/05/2006  15:58  Page 143



consequent dumping of European agricultural products onto poorer
world markets. As Oxfam states, “the problem is that CAP subsidies
generate vast surpluses, which are then dumped overseas, with the
help of direct or indirect export subsidies.”55 Subsequently, small farm-
ers in developing countries such as Africa, Asian and the Caribbean
lose out as “the dumping of EU exports drive down world prices, cost-
ing vulnerable households income and impoverished countries foreign
exchange ... [as has been seen in the case in] ... India and Jamaica.”56

Because the Fischler reforms (discussed below) did not pursue full
solutions to this imbalance, the concern remains a serious one for many
European citizens. This was most acutely seen when the UK govern-
ment was accused of doing nothing about the dumping problem when
it held the EU presidency in the second half of 2005.

Other interest groups with diverging priorities, such as environmen-
tal friendly organizations, were in theory free to join in the discussions
during the Agenda 2000 reforms. However, they eventually ended up
with the same negligible policy negotiation impact as they had attained
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Figure 7.1 Average cereal subsidy payment in the UK by farm size (2003)

Source: Based on data and the graph found in Oxfam’s Spotlight on subsidies, Oxfam
Briefing Paper No. 55, 2004, page 14.
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during MacSharry. Although such organizations agreed with the argu-
ment that farm support should be linked to environmental performance,
the Agenda 2000 proposal did not go far enough: the initiatives proposed
would not seriously improve environmental quality. In the environmen-
talists’ view, the intended reforms were much too focussed on the main
sectors of the CAP, such as beef, cereal and dairy products, given that 80
per cent of the budget would be allocated to these areas. It was stated that
the payments are “far too generous and cannot be justified from a tax-
payers’ perspective”,57 resulting in a lack of funds for the encouragement
of environmentally friendly farming practices. Despite these reserva-
tions, however, the voices of the environmental groups were ignored,
demonstrating that the market interests of member states and specific
farmers prevailed over environmental concerns.58 Thus, even though
Agenda 2000 might potentially have seen a pluralist decision-making
process involving actors with different priorities, the outcome demon-
strates that it remained a largely intergovernmental process, qualified by
elements of the DEC perspective as the interests of large landowners
were also influential.

The Fischler reforms of 2003

The objectives of Fischler

Even though major initiatives for CAP reform were put forward
through MacSharry and Agenda 2000, they were still insufficient,
considering Eastern-enlargement of 2004 and the next round of WTO
negotiations, referred to as the Doha round of trade talks. One of the
main concerns was that the CAP budget was still very high, and might
become unsustainable with Eastern enlargement. Another concern
related to making the “EU farm sector more competitive in the face of
increasingly open global trading regimes”.59 Thus, the European
Commission put forward major new reform plans shortly after the
Agenda 2000 programme.60

In this so-called “mid-term review” of July 2002, the Commission
argued that the support of agricultural policy must go hand in hand
with ensuring high-quality food, environmental protection, and the
preservation of cultural heritage and landscapes. Moreover, it pointed
out that agricultural expenditure must be better justified and be tied
more closely to social welfare issues. More efficient distribution and
allocation of CAP funds therefore needed to be introduced.

In order to obtain and maintain these improvements the Commis-
sion proposed, in a similar vein to MacSharry and Agenda 2000, to
reshape and reform the CAP substantially.61 The issues raised in the
mid-term review were as follows (one can see some overlap with issues
raised in previous reforms):
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• The single farm payment: payments to farmers would no longer be
linked to production (a change referred to as “decoupling”).
Decoupling thus means that farmers were to “obtain income
payments irrespective of what – and how much – they produced”.62

• There would be a 5  per cent cut in the price for cereals.
• The price for rice would decrease.
• Prices in the areas of wheat seeds, and protein crops would be

adjusted.
• Cross compliance: direct payments would be linked to compliance

with environmental, food safety, animal welfare and certain safety
standards for agricultural workers, and be reduced gradually to 
20 per cent.

• There would be increased support for rural development: direct
payments would be modified with a particular focus on preserving
landscapes.

• New measures would be introduced for rural development, with
a particular focus on improving production quality, food safety
and animal welfare. It was proposed that the support for rural
development should be paid by the national governments and no
longer at the EU-level, pointing towards a partial re-nationalization
of the CAP.

• There would be a new audit system to ensure the EU had more
control of the budget.

The reform proposal would encourage progress for the Doha round as
it was argued that the redirection of subsidies towards direct payments
would have less of a distorting affect on the international trade system.
Additionally, direct payments would make farmers respond to the
demands of the market rather than to the availability of subsidies,
while it would simultaneously ensure the preservation of landscapes
and small farms, which was something European citizens strongly
supported.

It initially seemed as if some parts of the reform package were well
received by many member states, and it thus appeared that these
reforms would be finalized within a short timeframe. However, negoti-
ations would ultimately be prolonged due to French resistance, and by
the end of May 2003 it still seemed that no compromise could be found.
A main concern in this regard, as discussed below, related to the cut in
cereal prices. After three weeks of negotiations among Europe’s farm
ministers, however, a compromise was achieved. As such, a month
later, in June 2003 negotiations were concluded. 

Through analysis of the final package, one sees that the reform
proposals were a watered down of the Commission’s initial plans, even
though the plan was sold as a “truly radical reform”.63 The following
elements reflect this fact:
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• There was only partial disentanglement of production and direct
payments.

• Although the concept of decoupling was introduced, there were
exemptions for member states. In particular, France is not set to
apply the new CAP decoupling agreements until 2007. Moreover, it
is possible to avoid reforms in cases where a reduction in land
under cultivation would take place.

• There was no change in the size of the CAP budget.
• There was no cut in cereal prices.

To observers it was quite clear that these reform steps were not suffi-
cient either for Eastern enlargement64 or for the Doha round, which in
their eyes were doomed to fail. Another major opportunity to reform
the CAP was substantially gambled away.65 As the Economist puts it
“[Reform] started with a proposal from the European Commission that
was already cautious and complicated – and ended with a deal that was
even more complex and half-hearted.”66 All member states walked
away happy and none had feelings of having lost too much.67

Actors involved in Fischler: the usual suspects

In terms of the actors involved, once again the Commission initiated the
policy process, this time by way of a mid-term review in July 2002. As in
the MacSharry and the Agenda 2000 reforms, the Commission’s supra-
national drive was quickly halted by the intergovernmental game and
the actions of powerful member states, in particular France. The UK and
Germany – supported by other Northern European member states and
in particular by Sweden and the Netherlands – welcomed the initial
reform proposal of the Commission. However, France, with its influen-
tial large cereal farmers, vehemently opposed the reduction of financial
support in cereals.68 As the Economist put it, “French farmers are a power-
ful lobby and French politicians are loath to cross them.”69 As seen in
these farmers’ resistance during MacSharry, cuts would have hurt the
large French farmers in the cereal sector, which is one of biggest receivers
of CAP funds among all sectors. Through their representative on the
Council, French large farmers thus argued that the mid-term review by
the Commission was unacceptable and aim to make only minor changes.
They argued that the CAP budget had been fixed at the Berlin summit in
1999 and should remain untouched until the next budget round in 2006.70

France was subsequently backed by the “southern coalition” of Portugal,
Spain, Italy and Greece, as well as Ireland.

Thus, in the months after the mid-term review of 2002 was released,
member states’ opposition to reforms mounted. Beyond opposition to
cutting cereal prices, early in the negotiations France voiced strong oppo-
sition to decoupling income support from production. This was because
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French farm lobbies were strongly against not only cuts to cereal prices
but also decoupling, as it was the largest farmers who would have been
the biggest losers through the Commission’s proposal. French farmers, in
particular, therefore told the French government almost immediately that
any decoupling reforms along the lines of those presented by the
Commission in the summer of 2002 would damage their livelihood.71

France was once again backed by the southern European states with their
strong farm lobbies. In other words, along with France, the influence of
large farmers was especially seen at work in the Mediterranean countries.
These states negotiated either only minor decoupling measures or none
at all, due to the strong farm lobby in which large landowners played a
crucial role.72 In order to arrive at an agreement on at least partial decou-
pling, sectors such as olive oil and sugar remained untouched. Similarly,
Ireland proved a noteworthy ally to these “southern” states. The Irish
farm minister spoke of huge damage to Irish farm families and rural
Ireland if these reform plans were to be put into practice. As in France,
large landholders acted through national farm organizations that
strongly lobbied their national governments. This is reflected in how the
Irish farm lobby ICMSA pressured the then Irish farm minister not to
implement Fischler’s proposal as they stood: the Irish position was influ-
enced by the ongoing talks between the government and main farm
organizations.73 This strong opposition is not surprising when it is
remembered that 80 per cent of all CAP subsidies in all sectors in 2003
went to just 20 per cent of the EU’s largest farms.

Hence, full decoupling would clearly disadvantage larger farmers
more than smaller ones. It is thus little surprise that many observers
witnessed strong opposition from countries with larger farms, includ-
ing finally the UK, which is home to some of the most lucrative large
landholding operations, as discussed earlier.74 Given this opposition
from several member states, which acted in the interests of and in
participation with large landholders in their country, the Commission’s
decoupling suggestion was watered down substantially, with exemp-
tions being introduced in the final proposal. Interestingly, if not ironi-
cally, all national negotiators would later hail the minor agreement on
decoupling as a major milestone in the reform.

In the wake of mounting opposition from member states, in January
2003 the Commission explicitly tried to override some of the member
states’ opposition by emphasizing the importance of the far-reaching
Fischler reform proposals. It is noteworthy in this regard how the
Commission came up against the private agreement between French Pres-
ident Jacques Chirac and German Chancellor Gerhard Schröder, who
openly opposed the Commission’s proposal. In October 2002 Chirac had
(falsely) assured Schröder that the CAP would not be reformed until 2006.
This had provoked angry reactions not only from the Commission, but
also from Britain and the Northern member states that were expecting
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reform. This incident reflects how supranational interests were diametri-
cally opposed to some intergovernmental ones, and how a clear intergov-
ernmental conflict was starting to emerge due to what many perceived
was the undiplomatic approach of the French. The reforms that passed in
the end could therefore also be attributed to these internal cleavages
precipitated by the French. The end game was an intergovernmental battle
where both sides had to emerge as winners, even if this meant giving up
supranational initiatives that would have helped prepare the CAP for a
successful Eastern enlargement.

If the above highlights how the Commission was influential in initiating
reforms in 2003, while the Council and specific large farming interests
worked together in negotiating the final outcome, then what can be
said of the role of other potential interest groups? On the European
level COPA–CODEGA rejected the proposals as they did not reflect a
balance between the demands of global trade and European society’s
concerns and wishes. Quite clearly their interest was in maintaining a
closed European agricultural market that was not influenced “by the
world’s major exporters ... where values and standards are very differ-
ent”.75 Moreover, COPA–CODEGA accused the Commission of not
demonstrating the far-reaching impact that the reform would have had
for European agriculture. Interestingly, they rigorously defended the
link between production and direct payments, thereby supporting the
interest of the larger farmers. They were also of the opinion that decou-
pling would bring on a serious threat to employment in the agri-food
chain. Environmental groups were also opposing the reform plan
because they believed that concrete measures on developing and
protecting the rural environment were being developed.76 

To sum up, like the MacSharry and Agenda 2000 reforms, the
Fischler reforms witnessed policy initiation led by the Commission.
This was later replaced by a strong intergovernmental presence in the
negotiation phase, when domestic leaders sought to remove many
dimensions of the Commission’s proposal. Such intergovernmental
leaders were influenced by the interests of their larger farmers, and
thus opposed measures that would have been to the disadvantage of
wealthy landowners. Given this evidence, one can theoretically under-
stand the policy initiation phase as being informed by ideas raised in
supranational governance, while intergovernmentalism combined with
the DEC perspective offers insights into policy negotiation.

Conclusions

This chapter has argued that the CAP is a 1st order policy because it
represents a strong, centralized policy at the EU level through which
subsidies are redistributed to European farmers; it represents one of the
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most important redistributive policies in the EU, given that it receives the
largest percentage of the budget. In terms of policy processes, when exam-
ining developments during the MacSharry, Agenda 2000 and Fischler
reforms, the process witnessed, at the first stage, policy initiation
embarked upon by the Commission and, at the second stage, a negotiation
process led by national actors who actively participated alongside large,
business-like, farming interests. One may argue that of all 1st order poli-
cies studied in this book, the CAP may be considered one of the most inter-
governmental policies, given that European players are left largely outside
the negotiation process. Considering the theoretical frameworks of Chap-
ter 3, the policy area suggests that ideas influenced by the supranational
governance school are valuable in explaining how the policy was initiated.
Yet, during the negotiation phase both the intergovernmentalist and DEC
perspectives are of more value.

The findings here also help us re-evaluate some issues raised by
work on EU agricultural policy, where it is often assumed that lobbying
in this area takes place at two levels. The first is the national level,
where national interest groups try to influence their respective govern-
ments, which are represented through their Ministers of Agriculture
who make final decisions on the CAP. The second level is the supra-
national one, where European-based interest groups, namely COPA-
COGECA, have established ties with the Commission, which has the
sole right to initiate legislation in the CAP. 

Though this formal description suggests that COPA has been very
successful with its lobbying strategies at the European level, the evidence
in this chapter suggests that this is not entirely the case. Rather, COPA,
which increasingly gained in importance in the 1980s, actually lost influ-
ence throughout the 1990s and early 2000s for three reasons. First, the
Commission had an interest in a weakened COPA as both actors’ interests
regarding the future of the CAP drifted steadily apart. COPA tried to
maintain the status quo in the CAP, while the Commission sought ration-
alizing reforms. Second, COPA suffered from slow fragmentation at the
management level. Although farming groups stood out in the 1950s as an
example of a well-organized and disciplined body, the change in agricul-
tural production, the growing cleavage between small and big farmers,
the change in consumers’ wishes and an increase in environmental
concerns led to more heterogeneous farming groups expressing differing
and contradictory interests.77 Hence, one of the reasons for a decline in the
influence of European-wide agrarian interest groups can be found in the
changed internal structure of the supranational farming organization,
one that inevitably reflected the changes in the profession itself. Third,
member states were in favour of outflanking European-based interest
organizations, fearing that strong transnational interest groups may have
helped to increase the autonomy of the Commission vis-à-vis member
states. This may have had the effect of changing negotiations over aspects
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of the CAP from being less intergovernmental to more supranational. By
refocussing on the importance of national agrarian interest groups,
member states were able to work alongside specific national-based farm-
ing interest lobbies. Strong national farmers’ unions, with their capacity
to mobilize support easily at the national level, were able to pressurize
their respective governments to adopt positions that reflected the main
interests within such organizations, namely, those of the large, agri-busi-
nesses. This would further erode the negotiating power of small and
medium-sized European farmers, and empower almost exclusively those
large landholding interests that could seek to maximize profits in the
wake of the reforms.
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8 Social policy: demonstrating
European incapability and
differences

This chapter focusses on the objectives of social policy and in particular
on the goals of the Social Charter of 1989 and the Social Protocol of 1992.
The first section of the chapter examines the evolution of policy, which we
would claim indicates a weak and decentralized EU. The consequence of
this has been fewer EU-wide norms in this issue area than in the policy
areas studied earlier. Because member states retain sovereignty and EU-
wide regulations are difficult to decide in this field, it is argued that this
issue area represents a 2nd order policy area. In order to explain why it
has developed as such, the chapter analyses those actors most influential
in driving different initiatives. The second section thus pays attention to
the importance of the Commission in initiating the Social Charter and
Social Protocol developments, the intentions of the Council in amending
Commission recommendations (with a particular emphasis on the
actions of the UK), and the role of specific interest groups including trade
unions and organized business. The account will suggest the significance
of the supranational governance perspective (with a focus on the Commis-
sion) as well as the intergovernmental and corporatist perspectives in
explaining developments in this policy area.

The objectives and evolution of social policy: 
a 2nd order status

Even though it is weak, the legal basis for EU social policy is provided in
the Treaty of Rome.1 Based on the insistence of the French in particular, the
Treaty’s general objectives were to promote high employment, the
improvement of living and working conditions, equal pay for men and
women (gender equality provisions), and the free movement of workers.2

France was also concerned with the creation of a European Social fund to
aid occupational and geographical mobility.3 However, despite these
broad and general goals, even from the early days of integration one could
observe that member states paid less attention to social policy matters and
pushed more for deeper regulation of the economic sphere. In Arnold’s
words, the “social dimension has [been] ... subordinated to economic and
industrial goals”4 in order to make Europe more competitive in the world
economy.

The lack of a desire to strengthen EU regulation in this area is
reflected in the fact that, as many observers have noted, EU social
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policy came almost to a standstill in the 1970s and 1980s.5 The first
“Social Action Programme” in 1974 failed not only because of the oppo-
sition of business and the British government, but also because of the
Commission’s policy of opting for best-practice standards.6 Only the
coordination of social security systems for migrant workers and equal
pay for women were pursued in this period.

A type of “U-turn” in social policy occurred in the late 1980s. In the
wake of the economic crisis at the beginning of the 1980s and the strong
neo-liberal trend brought about by the 1986 Single European Act (SEA),
as discussed in Chapter 4, fears grew that capital actors had too many
advantages at the national and European levels. Due to the rather diverse
social welfare systems in the European member states, harmonization of
social policy was deemed necessary to prevent distortions of competi-
tion: without harmonization it was felt that capital might seek competi-
tive advantages by moving to those member states with less stringent
(and less costly) regulations. Hence, arguments in favour of a “social
dimension” of the European integration emerged, spearheaded by
Commission President Delors and French President Mitterrand, who
believed that the SEA’s economic and institutional dynamics made it
difficult to continue to exclude social issues from the EU agenda.7

Therefore, the Commission pushed for a minimal harmonization in
health and safety standards to be integrated in the SEA in order to
contain social dumping pressures from industry.8 Surprisingly, some
viewed this regulation as having introduced high levels of standards,
even though many expected only a lowest-common-denominator
outcome. The introduction of Qualified Majority Voting (QMV) in the
Council was pursued by the Commission for decisions on these issues,
which meant that only a qualified majority of member states (i.e. not all
member states) needed to agree to an initiative in order for it to be
approved. Further, a corporatist decision-making procedure with regard
to social policy was also introduced, under which both capital and labour
would be represented when social policy was discussed. As such, the
establishment of a dialogue between European labour, business and
public employers’ associations in the preparation of legislation was theo-
retically guaranteed in what has been referred to as “social dialogue”.

After its first anchoring in the SEA, EU social policy was to attain
what many would argue was its proper standing with the Social Char-
ter of 1989.9 Eleven member states –the exception being the UK – offi-
cially recognized that the EU needed a social dimension and signed the
“Charter on the Fundamental Rights of Workers”, better known as the
“Social Charter”.10 The eleven governments declared:

The completion of the internal market must lead to an improve-
ment in the living and working conditions of workers in 
the European community. This process must result from an
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approximation of these conditions while the improvement is being
maintained, as regards in particular the duration and organiza-
tion of working time and forms of employment other than open-
ended contracts, such as fixed-term contracts, part-time working,
temporary work and seasonal work. Every worker in the Euro-
pean community shall have a right to a weekly rest period and to
annual paid leave, the duration of which must be progressively
harmonized in accordance with national practices.11

Apart from this general declaration, the Social Charter listed a further
“47 actions for the establishment of a social dimension of the single
market programme”,12 an action programme which Delors largely
supported. The twelve categories of fundamental social rights are:

• freedom of movement
• employment and remuneration
• improvement of living and working conditions
• social protection
• freedom of association and collective bargaining
• vocational training
• equal treatment for men and women
• information, consultation and participation for workers
• health protection and safety at the workplace
• protection of children and adolescents
• protection of elderly persons
• protection of disabled persons.

With the exception of “health and safety” and the “removal of market
barriers”, unanimity in decision-making processes was required by the
Social Charter.13 This requirement was soon regarded as one of the main
obstacles to the fulfilment of the social dimension of European integra-
tion. A majority of member states therefore argued for a change to QMV
in EU social policy issues and for incorporation of the aims of the Social
Charter into the Maastricht Treaty. Unsurprisingly, the British blocked
this idea whilst the other eleven member states came to a separate
“Agreement on Social Policy”, also called the “Social Protocol”,14 which
provided the following:15

• QMV for areas such as working conditions, consultation and infor-
mation of workers, improvement of the working environment to
protect workers’ health and safety, integration of persons excluded
from the labour market.

• Unanimity in areas such as social security interests and social protec-
tion, representation and collective defence of the interest of workers
and employers, conditions of employment for third-country nationals.
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• Greater consultation of the social partners in the drafting of social
legislation.

In general, the Social Protocol achieved a procedural breakthrough and
an expansion of competences, which led to a series of additional direc-
tives. However, issues such as social security of workers, protection of
workers after termination, worker representation and employment
conditions still remained under the unanimity procedure, while wages,
rights of association and rights to strike were completely excluded from
the Protocol. This leads to the observation that only minor regulatory
measures have been introduced under QMV, and no measures with a
fiscal or redistributive character.16

With this evidence in mind, how can one characterize the evolution of
EU directives over the last few decades? Falkner points out that there has
been at least one directive per year on social policy issues since 1975.17 In
all, 79 directives have been passed since 1975, with the 1990s being the
most active period so far. The changing numbers of directives are captured
in Figure 8.1. One can differentiate between three issue areas where the
Commission has been active: first, security and health protection at the
working place; second, working conditions in general; and third, non-
discrimination and equal opportunities. Most directives (38 in total) have
been passed in the area of “security and health protection at the working
place” because QMV has been applied in this area since the SEA. 

Along with directives, non-binding measures have been pursued at
the EU-level as seen in Figure 8.2. In contrast to directives, non-binding
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Figure 8.1 Development of social policy directives, 1974–2002

Source: Falkner, 2004. 
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measures have no legal force. Up to 2002, 15 recommendations, 50 reso-
lutions, 16 argumentations, three declarations and three memoran-
dums – a total of 87 non-binding measures – had been issued by the EU
on social issues. Figure 8.2 indicates that the rate has substantially
increased since the 1980s, reaching a maximum in the 1990s. The peri-
ods after the SEA and the Amsterdam Treaty were especially fruitful in
this regard. When classified according to different themes, one sees that
most non-binding measures have been made on the issue of equal
opportunities and women’s promotion.18

Comparing the number of directives (Figure 8.1) with the number of
non-binding measures (Figure 8.2), one can observe that non-binding
measures are more numerous. It seems as if in social policy non-binding
measures are a preferred instrument to produce “something”, however
ill-defined: in reality, non-binding measures have the negative implica-
tion of being “toothless”, as member states are not obliged to implement
such social initiatives. This development in social policy lies in stark
contrast to developments in 1st order policies, such as competition poli-
cies, where non-binding measures are virtually non-existent. It is also
interesting to note that while the number of non-binding measures and
directives developed at a similar rate until 1984, there has since been a
relative increase in the number of non-binding measures when compared
with directives. This reflects the fact that member states are more reluc-
tant to pursue obligatory EU-wide social policy measures. 

Generally, over the course of the last decade, the number of binding
actions has declined and there have been more non-binding ones,

UNDERSTANDING EU POLICY MAKING

[ 156 ]

19
74

19
76

19
78

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
00

20
02

8

7

6

5

4

3

2

1

0

Figure 8.2 Development of non-binding measures in social policy, 1974–2002

Source: Falkner, 2004.

Chari_08_Chap 8.qxd  24/05/2006  10:53  Page 156



reflecting member states’ unwillingness to submit to EU-wide rules in
this area. Falkner describes this trend as “neo-voluntariness”, with
recommendations and other non-binding instruments increasing in
importance in “regulating” social policy.19 Moreover, new methods of
coordination, including European benchmarks, evaluations of national
action plans and recommendations based on them, have increased
substantially in the last few years. The Commission and the member
states hence try to govern social policy in a “modified”, non-binding
way, unlike the compulsory approach in other policy areas where one
sees supranational regulations taking prominence over, or replacing,
national-level rules, as seen in 1st order policies. Further, the weakness
of EU policies in the social area prevents the individual from bringing
complaints to the ECJ to enforce a claim related to social regulations.

It is interesting to note that Falkner also finds that there are more non-
binding measures in certain social policy issues than in others. Non-
discrimination and gender issues feature mostly in non-binding measures,
while working conditions and health protection feature more in direc-
tives.20 Why does one observe so many non-binding measures in the
former areas? Falkner argues that for the promotion of information and
creation of awareness (measures mostly regarded as important in non-
discrimination and gender issues), non-binding measures work suffi-
ciently well, but they are less effective for issues such as working
conditions.21 The question then arises: why are information and awareness
regarded as sufficient to “promote” some policies, while in other policy
areas these instruments are less used? Aconclusion one could draw is that
actors formulating social policy – namely political actors, economic actors
and workers, as discussed in more detail in the next section – are less likely
to find agreement in the different issue areas within social policy. The only
instrument they could come up with has been the use of non-binding
measures. Falkner observes that many recommendations result from
social partner agreements between capital, labour and EU institutions.
Hence, it seems as if corporatist decision making at EU level, as seen in
more detail in the next section, also correlates with the use of non-binding
instruments.22

In sum, on the basis of these observations one can regard social
policy as having a 2nd order status. Even though many developments
can be observed over the last decades in this area, they do not prima-
rily come in the form of binding actions. Rather, non-binding measures
have been used that allow member states much freedom to opt out of
EU-wide regulations in this area. Given the lack of harmonization in
the policy area, regulations from the national level remain paramount,
reflecting a weak and decentralized EU in this policy area. The next
section thus turns to a more focussed analysis of the role member states
had in ensuring that social policy remains within the remit of the
domestic level.
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The formulation of the Social Charter and the Social Protocol

Before examining the formulation of the Social Charter and Social
Protocol, it is important to emphasize that different actors have been
regularly involved in the policy-making process in this area. The most
important are the Council and the Commission; the latter has proven
to be a central actor in promoting an EU-wide social policy. Despite
the Commission’s desire to promote a deepened social policy agenda,
however, the Council remains the decisive actor in the policy area as
seen in more detail below. With the change from unanimous voting to
QMV for particular social issues, decisions could have been theoreti-
cally reached in an easier manner, with one single member state less
likely to veto any decision. However, as will be seen below, member
state governments still protect their social policy sovereignty rigor-
ously and are sceptical of the Commission’s initiatives in social
policy: in the Council’s view, transferring social policy issues to the
European level is regarded as taking away one of the last few policies
where national governments enjoy sovereignty.

It is important to note, however, that in contrast to the previous policy
areas discussed in the book, one sees that the European Parliament
through its Committee on Employment and Social Affairs (ECOSOC) has
been much more involved in the social policy process. Beyond the EP,
interest groups have also been of importance in social policy making.
These include not only the representatives of business (The Union of
Industrial and Employers’ Confederations of Europe (UNICE) and the
Confédération Européenne des Employers Publics (CEEP)), but also
labour interests (European Trade Union Federation (ETUC)) that have
been regularly invited to participate in the negotiation process. As
discussed below, the first talks between the different social partners were
strained: they could not come up with an agreement or a common state-
ment. This was partly also due to the fact that neither of the social partners
did actually possess a negotiating mandate. With regard to dynamics
between these two groups, one has seen that levels of influence are unbal-
anced. While business interest groups have extended their power, espe-
cially due to the increased size of the single market, labour interest groups
seem to be underrepresented due to their internal conflicts and organi-
zational difficulties. In order to better illustrate these ideas, attention is
paid to the formulation process first of the Social Charter and then of the
Social Protocol. 

The Social Charter: the Commission as initiator

As discussed earlier, SEA negotiations fuelled concerns regarding the
social dimension of the European integration process. The Commission
was particularly interested in developing social policy in order to offset
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the potential negative ramifications of a deepened integration process.
In this regard the Commission’s role was crucial because it fostered and
linked committees of policy experts from business and labour groups at
the European level. In other words, it actively promoted the develop-
ment of social policy at the supranational level.23 It also worked
resolutely to break the strong opposition of governments and economic
actors who were against the development of a supranational social
policy. The Commission sought to give the EU a “social face” by high-
lighting the potential social backlashes which the neo-liberal, single
integrated market might trigger. By placing the social argument at the
forefront and looking for cooperation with various groups – particu-
larly labour – the Commission forced member states to accept and to
discuss the agenda of social policy. Cram therefore argues that the
Commission had a significant impact on the development of EU social
policy and on the actors involved in the formulation process.24

As Ross contends, the Commission was very active in promoting
social policy during the Social Charter’s initiation phase, putting
considerable effort, energy and strategic thinking into finding a way
to place social policy issues on the European agenda and gaining the
consent of the member states.25 Even though some national govern-
ments were aware that a single market needed a social dimension in
order to prevent a distortion in favour of capital, the extension of
Commission competences in social policies was viewed negatively by
most member states, particularly the UK. Unsurprisingly, employers
associations and industry strongly opposed EU competences on
social policies. However, along with the Commission, the EP and
trade unions also promoted the idea of a European social dimension:
the Commission was actively mobilizing trade unions and tried to
build networks with social partners and the EP. The Commission
President, Delors, in particular was personally intensively involved
in this process.26

The introduction of a social dimension on the European level was
also championed by the Commission with the argument that diverging
social standards at the national level could lead to distortions of compe-
tition in the single market.27 The importance of incorporating a social
dimension in the Single Market Programme was highlighted by argu-
ments such as the claim that “leaving out a social foundation could lead
not only to social dumping, but also potential relocations of corpora-
tions.”28 In this regard, Ross observes that “harmonization efforts” in
the social policy area resulted from the objectives of the Single Market
and not from social policy needs per se.29 Hence, social policy develop-
ments only occurred in the aftermath of economic ones. In order to
avoid a downward spiral of social standards30 – which would give
competitive advantages to some countries – the Commission believed
that a re-regulation of social policy was necessary.31

SOCIAL POLICY

[ 159 ]

Chari_08_Chap 8.qxd  24/05/2006  10:53  Page 159



Policy negotiation: intergovernmentalism with a touch 
of corporatism

The above discussion makes it clear that the initiation process for the
Social Charter can be best understood by focussing on ideas raised by
the supranational governance perspective, since the Commission
played an instrumental role of placing the Social Charter on the
agenda. However, this theoretical perspective had less importance
during policy negotiation, given the significance of other actors.32 One
sees that when negotiation of the Social Charter started, the Commis-
sion sought the input of all possible interested actors in the prelimi-
nary stages. These actors included: trade unions, employers, the
Economic and Social Committee, the European Parliament, the
Committee of Permanent Representatives (COREPER), and national
civil servants. The Commission invited the EP’s ECOSOC to develop
a draft charter, and simultaneously sought to deal with the reserva-
tions of states such as the UK and Denmark. From this perspective,
the Commission acted quite cleverly to obtain the approval of the
diverse actors that would be involved in the negotiation process.
Despite its best intentions, the timeframe for developing a draft was
very limited, resulting in a text that had not been agreed between the
diverse groups in ECOSOC: no compromise draft between employ-
ees’ and employers’ representatives had been achieved and the usual
conflict lines between labour and business were inherent in the docu-
ment. Instead of being an effective compromise that would serve as a
basis for future negotiation, the draft opened up room for the diverse
conflicting positions adopted in the Council of Ministers.33

Abandoning the ECOSOC initiatives, the Commission therefore
presented its own draft on May 1, 1989 based on the Belgian Memoran-
dum of 1989,34 which the EP and ETUC broadly supported. However, the
latter two groups were against the idea of the Charter representing a new
“legal” instrument in the EU and they wanted the traditional legislative
measures (i.e. directives) used in other policy areas such as competition
policy to be pursued instead.35 As far as the Commission was concerned,
it tried to find a middle ground between the different positions of the
member states, with a particular concern regarding the reservations of the
UK and Denmark. Moreover, the Commission expected there would be
only a “ceremonial statement”, not a full Council resolution.

The Commission’s draft was then discussed within the Council of
Social Ministers, member states approved in principle the development
of a social dimension in an integrated European market. Despite many
member states’ support for the Social Charter, and in contrast to the EP
and ETUC, in the end it was only because the Charter explicitly remained
a noncommittal declaration that many member states approved it. The
two countries which shared reservations about the Charter were the UK
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and Denmark.36 Denmark expressed some reservations, while the UK
led by the Tories simply decided against it. 

Thatcher’s UK, in particular, held strong reservations about Commu-
nity-wide social policy regulations, for obvious reasons considering the
Conservative ideological preferences against tight labour market regula-
tions. In the Tories’ view, a supranational social policy, if supported by
other EU states such as Germany, France and Spain, which have compar-
atively strong social welfare systems, might have the effect of undercutting
the competitiveness of the British economy, which is home to one of the
lowest paid and most precarious workforces in Europe. 

The most prominent supporter of the Charter among member states
was the French government, which held the EU presidency at the time.
The French hoped the Charter could be negotiated and adopted during
their presidency, which coincided with celebrations of the 200th anniver-
sary of the French Revolution. The French Presidency was strongly
supported by the Commission, which remained a key actor in the negoti-
ation process, although it clearly played a less central role than the Coun-
cil. Of course, one cannot regard the Commission as a neutral actor in this
process. Similar dynamics were at work as had been seen in the Merger
Control Regulation (Chapter 5): apart from the desire to introduce a social
dimension into the European integration process, the Commission also
sought to extend it competences in a new policy field.

Next to the Council of Social Ministers, the other actors participating
in the negotiation process included UNICE, ETUC, ECOSOC and the EP.
ETUC37 and ECOSOC supported the Commission’s draft38 and were
seconded by member states such as Spain, France and Germany.
Although UNICE traditionally held the same position as the UK in social
affairs, organized business did not disapprove of the Charter as strongly
as the UK government. Business clearly indicated that it was in favour of
extending Brussels’ competences on social policy. However, it rejected
any binding character for the Charter or the far-reaching implications this
might have had on increasing trade union rights. Although the position
of UNICE was somewhat peculiar, it reflected how business preferred to
be part of the process instead of being excluded.39

Once the draft had been presented, one of the crucial issues to be
decided was the change from unanimous voting to QMV on some issues,
such as: health and safety in working environments; worker information,
consultation and participation; part-time work; parental leave; equal
treatment of men and women; and measurements regarding working
hours (in other words, labour-related welfare-state policies). Unsurpris-
ingly, there was a significant struggle over the range of issues to be
decided by QMV. Members of the Commission, the EP and the ETUC
were in favour of extending QMV, while UNICE and other national
employers’ associations strongly opposed it and favoured unanimous
voting. Agreement between UNICE and ETUC was difficult to reach, as
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neither association had a mandate to decide on binding decisions for
their members. Agreement could be reached on the regulation of health
and safety in the working environment, but not all working conditions
were included. Unlike health and safety issues, which were to be decided
under QVM, worker information and consultation were still to be
decided unanimously. The agreements made on the latter two issues
already went too far according to business interests.40

Most other changes were blocked by the need for unanimous votes
in the Council of Ministers. Some changes were simply formulated in a
very vague manner and many measures were adapted to specific
national conditions. Other issues were simply not targeted as no
consensus could be reached. In order to get as much approval as possi-
ble the lowest common denominator was the only possible basis for
agreement.41 Although the Commission fought for social issues outside
the realm of the single market (i.e. not strictly related to economic
concerns), their proposals were either watered down by the member
states in the negotiations, or simply ignored. Similarly, the EP was
excluded from the process, something that was heavily criticized.
Wörgötter argues that the EP was even more disadvantaged than the
“social actors”, ETUC and UNICE.42 This is even more surprising
considering that the EP was a strong supporter of the Charter project; it
had been arguing for a basic social rights document for a long time and
reiterated its call in its 1989 “basic rights declaration”.43

In October 1989 the Council of Social Ministers presented a final draft
of the Charter, which took account of the interests of the diverse member
states. Some of the original ideas included in the Commission’s draft were
watered down, highlighting the significance of the Council during the
negotiation phase. The final draft clearly indicates how far the member
states’ reservations were taken into account and one can observe that the
outcome was much watered down when compared with the original
proposal, with a clear bias towards market-oriented social policies. This
was the only basis on which a common position could be found. Despite
the changes, the British government chose to opt out of the Charter – even
though it remained within the negotiation process until the end.

The outcome of negotiations in 1989 was the “Social Charter”, which
was only a declaration with non-binding recommendations on workers’
information and consultation and no legal basis. The Charter can therefore
be characterized as “no longer a Community proposal but anintergovern-
mental one”.44 The member states also explicitly made it clear that they did
not want the Commission to extend its powers beyond the limits defined
by the treaties in the social policy area. The Social Charter served as a
signal that Europe had not forgotten about social standards within a Euro-
pean single market about which the European public was becoming
increasingly disillusioned. This points to the idea that developments in
social policy are mostly created as a “reaction” to the dynamics of the
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European integration process. As such, there was never a “sincere” desire
of member states to develop social policy instruments per se at the Euro-
pean level; the Charter was simply a means to help make the single market
more acceptable to the public.

In summary, one can conclude that even though the Social Charter
had no legal implications as it was not part of any treaty nor formulated
as a directive,45 member states could not reach an agreement above the
lowest common denominator.46 In the end the Social Charter in fact
offered less than was commonly assumed by some who seem to
suggest that it helps protect workers in Europe. As Ross states, it simply
gathered together the social concerns announced in the Rome Treaty
and set up procedures to articulate most of them.47 As such, one must
seriously question the idea that “major reforms” in social policy were
actually attained with the Social Charter. The agreement that was
arrived at is probably best seen as being of symbolic value: the conse-
quences of the Charter for the deepening of the integration process are
negligible because it has no binding measures and leaves (possible)
implementation to the goodwill of member states.48

Part of the lack of agreement can be explained by considering not only
the role of the Council during the negotiation phases, but also the whole
range of actors that had an opportunity to participate in the process one
way or the other. With this in mind, one has to classify the Social Charter
process as a political failure which left the single market programme with
no social dimension as such, reflecting how social policy is a 2nd order
policy in terms of actual output. Although the Commission was important
in initiating the Social Charter, one could argue that social policy was
simply not regarded as important enough for member states to find
compromises above the lowest common denominator. Nor was it consid-
ered important enough to add a legal binding character to the Charter.
Given this evidence we are faced with a policy that had a clear suprana-
tional initiation process, followed by a strong intergovernmental negotia-
tion process, with the Commission trying to achieve a symbolic output by
way of a corporatist mode of negotiation. It seems that a corporatist
method of dealing with policies also resulted in an outcome much lower
than the desired median outcome, given the differences that existed
between business and labour. This case suggests that the fewer the
number of actors involved, the easier it is to reach a desired outcome.

The Social Protocol

Commission initiating calls for further reform

Because the Social Charter did not meet initial expectations,49 in 1991 a
new attempt was made to reform the Community’s social provisions
“along the path laid down in the 1989 Social Charter”.50 Once again, as
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with developments in the Social Charter, the Commission was an impor-
tant actor in initiating the discussion and submitting draft articles for the
Social Protocol. The most obvious difference from the way the Social
Charter had developed in 1989 was that member states now agreed more
fully with the idea of strengthening the social dimension, as one can
observe from the diverse government memorandums. With the excep-
tion of the UK, all member states sought for community action in social
policy.51 The Council and the Commission were pulling together for the
Social Protocol in a way that they had not for the Social Charter. Given
this, the initiation process can be characterized as an initiative that was
rekindled and taken by the Commission, while it also had the support of
the Council.

Policy negotiating dynamics: more intergovernmentalism 
and corporatism

The draft presented by the Commission was accompanied by a more
moderate proposal by the Dutch presidency, which tried to accommo-
date the more critical voices in the Council, such as the British.
However, the Dutch proposal somewhat surprisingly did not prevail. It
was rather the more “demanding” Commission proposal that was
taken as a basis for negotiation. Lange argues that this was mainly due
to “last minute compromise”.52 Turning to Britain, one sees that it
clearly opposed the proposal, on similar ideological grounds to those
that were seen during the Social Charter’s development. The Dutch
presidency tried to find a compromise among the different interests of
the various member states. Germany hoped to promote a political
union alongside an economic one (which also included a social dimen-
sion) in order to maintain the high standards set in Germany. Italy and
France promoted economic union, but knew that they had to give in on
the political union in order to get the consent of Germany to their own
plans. Spain tried to use the negotiations on social policy issues to
accomplish a broader discussion on the EU budget. More specifically, it
tried to argue that political reform – including social policy issues – had
to be accompanied by money transfers from richer to poorer countries
in order to eradicate economic differences. Spain thus put forward its
demand for a Cohesion Fund in return for its approval of economic
union. In the negotiations over the Social Protocol, manoeuvring on the
different economic and monetary issues played an important role. The
social dimension issue was negotiated against Economic and Monetary
Union (see Chapter 6) by member states mainly concerned with how to
avoid competition distortions based on diverging social standards
across Europe. The Commission proved to be a strategic mediator and
negotiator between member states and their different positions, acting
as a kind of “policy entrepreneur”.
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Some non-governmental actors were also involved in the negotiation
process. The Commission was the driving force in terms of deciding which
social partners would participate in the negotiations, as the member states
– with the exception of Belgium – were not particularly interested in
including them.53 Labour interest groups were specifically invited in order
to legitimize the negotiation process, while simultaneously satisfying
social democratic member states.54 UNICE and CEEP were invited to pres-
ent proposals, and observers argue that business proactively sought
participation because it was fearful of the consequences of self-exclusion:
to be left outside the negotiations would be damaging because it would
not allow business’ position to be known.55 This resulted in an agreement
with ETUC to set up structures to strengthen social partnership, which
were then included in the negotiation process among member states. This
seemingly compromising behaviour of UNICE was also partly induced by
the behaviour of the Commission towards ETUC. The Commission
encouraged ETUC to behave more like a European actor, offering and
establishing communication networks. This resulted in a stronger ETUC
which was taken more seriously by both UNICE and ETUC’s national
members. Unsurprisingly, business interest groups were again suspicious
of extending QMV to other areas, whereas labour interest groups, as well
as the Commission and the EP, supported this.

From the beginning the Commission put heavy pressure on the
social partners to reach agreement among themselves, and this also
affected future dynamics within the different interest groups and social
policy developments. Instead of going through the normal “organiza-
tional procedures of approval”,56 partners had to sign any agreement
immediately. Social partners had thus become “formal co-actors in a
corporatist policy community”57 with regard to EU social policy, thus
guaranteeing their representation at this level of governance. Although
the outcome did work well for the development of a Social Protocol, in
the end this type of “hasty agreement”, which was reached without the
backing of the various member organizations, may also help explain
the limited success of social partnership as the decade continued.58 One
can observe that although a written agreement was reached among the
social partners in this case, the institutional basis it was supposed to
build on was not very solid. 

With this in mind, one may have the impression that although the
Commission wanted a “social” output in one form or another in order to
claim that the EU does possess a social dimension, it was not particularly
interested in how well the follow-up process would work.59 This impres-
sion gains more strength in light of the behaviour of business groups
such as UNICE, which stated that they were not fully committed to a
productive social dialogue. Rather, business preferred the status quo
position that existed before the Social Protocol. Thus, on the one hand,
one can see that a formal instrument for a corporatist decision-making
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process had been created through the Social Protocol. But, on the other
hand, the instrument was in reality non-existent because one of the major
actors refused to play an active and productive role in it. Unlike other
(economic) policy fields studied in this book, social policy was thus
limited in its development right from the beginning, even though the
institutional set-up had been theoretically established at the European
level.60 Given this, there was little reason to expect that the social
dialogue would gain in importance after the Social Protocol.

Yet, turning to the reaction of member states to joint agreements of the
social partners, we can clearly see from the British experience during the
negotiation of the Social Protocol that governments do not necessarily
follow the wishes of their “social partners” and may continue to adopt
negative stances towards European social policy.61 The outcome of the
negotiations was that, even though member states adopted the initial
proposal that the Commission presented in 1990, there was an “unusual
and unpredictable”62 outcome due to the British opt-out. In the end,
eleven member states signed the separate Social Protocol, which allowed
them to use EU “institutions, procedures and mechanisms to formulate
and implement social policies on which they agree”.63 The Commission’s
competences were expanded as more issue areas became subject to EU
intervention, and among these, QMV came into force for certain issues,
including working conditions, the information and consultation of work-
ers, equality between men and women with regard to labour market
opportunities and treatment at work, and the integration of persons
excluded from the labour market.64 Excluded from minimum harmoniza-
tion were pay, the right of association, the right to strike and the right to
impose lock-outs. As such, standards on working conditions are few, and
standards on industrial relations for rules on worker consultations and
co-determination are non-existent.

In other words, as that the Council was reluctant to allow Brussels full
control over the policy area, national sovereignty was maintained through
the Social Protocol, especially when looking at the welfare dimension,
including workers’ rights, unemployment and social security systems. In
contrast to their approach in economically relevant policy areas, the
member states were not willing to give up their power, and they therefore
accepted only a half-hearted EU social policy. This is reflected in Gomà’s
argument that “the degree of erosion of national sovereignty is much
wider in the economic than in the social domain.”65 An intergovernmental
logic still prevailed in social policy decisions at EU level.

One may question why it was possible to reach agreement on health
and safety standards but not on working conditions and industrial rela-
tions rules. Scharpf66 argues that the negative externalities in terms of
significant market failures in the single market would be too high if health
and safety standards were not pursued. However, in the case of working
conditions and regulations on industrial relations, supranational rules
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would mean that member states would lose out because they would have
to either lower their social standards, or improve them substantially.67

Hence, developments achieved in the Social Protocol concerned issues
with a potentially negative impact on the internal market. For instance,
member states feared that divergent payment scales between home work-
ers and “migrant workers” would result in competitive disadvantages;
corporations not bound by national laws on worker consultation would
jeopardize the national social arrangements; and national differences in
welfare standards would lead to an increase in competitive pressures.
Once again, economic issues had an impact on social issues. Falkner
summarizes by saying that “EC-level action was intended not to over-
stretch economically weaker member states or prevent richer states from
implementing higher standards, but to provide a bulwark against using
low social standards as an instrument of unfair competition,”68 and in order
to avoid unfair competition only minimum standards were sought. More-
over, the introduction of the “social dialogue” – formally bringing in
labour and business interests at the European “social” level – ensures that
agreements in social policy will be difficult to attain, thereby decreasing
the value of a European-wide social policy. It is interesting to note that the
arguments raised by the Council were not at odds with the real interests
of business, even though business did attempt to work alongside labour
in a type of corporatist policy-making process. Industry felt that regula-
tions on health and safety standards were much less cost-intensive than
regulations on working conditions. Thus, business was willing to accept
regulations in the former areas, but preferred that only voluntary codes
were adopted in the latter ones. 

Lange outlines another reason why social policy was given a low-
priority in the negotiation process. From an interview with an EU-official
he gathered “that Delors was more committed to other aspects of inte-
gration (in particular, monetary union) and would certainly sacrifice the
social dimension to attain it”.69 As such, social policy really assumed only
the position of a 2nd order policy where the institutional set-up of a
corporatist process contributed to the minimal policy outcome that was
achieved. So even though the Commission was committed to the incor-
poration of a social dimension in some form, it pursued changes only to
those issues “where consensus among interests and member states is
more likely or areas they think essential to achieving the single goods-
and-services market”.70 The Commission’s social dimension interests
never went so far as to override its economic ones. The Social Protocol can
thus be regarded as an issue that laid the ground for additional reform in
economic and monetary policy. The introduction of a social dimension
made if possible for further economic reforms to be put on the table and
further economic integration to be achieved. From this perspective, social
policy only served as a stepping stone to further economic integration.

With these dynamics in mind, one can gain a better understanding
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of what one may argue are the four dimensions of the corporatist
negotiating process that was found to some extent alongside the inter-
governmental one when social policy was negotiated. First, social
partners attempt to achieve their agreements by very carefully taking
into account the different member states’ positions. In order to
become a binding law any measure needs the Council’s approval,
which excludes the possibility of incorporating decisions that might
be opposed by a majority of member states.71 Second, a social partner
could prefer not to obtain any agreement at all if it is believed that the
Council’s decision on the Commission’s proposal would be more
appropriate than an agreement made between social partners (for
example, on sensitive economic issues on which agreement with other
social partners would be difficult). Third, the corporatist process can
give business groups an opportunity to present themselves as social
actors who give consideration to the social dimension. This, however,
may be merely symbolic and have no effective outcome. 

A fourth important dimension is that social actors have to fight on two
fronts: on the one hand, they have to reach consensus within their own
organizations, taking the different national contexts, positions and inter-
ests of their members into account; on the other, they have to find a
consensus with the other social partners. We thus find the peculiar situ-
ation that in order to agree on a common position, unanimity at the social
partner level is necessary. Taking into account the heterogeneous inter-
ests of the different organizations themselves, the corporatist process
thus involves the risk that only the lowest common denominator can be
achieved at the level of the social partners.72

As a result of these various factors, the corporatist social policy
processes became quite restricted due to the multiple positions and inter-
ests of different actors. This led to not only a lower output efficiency, but
also a “worse” policy output, or at least one whose impact was limited.
This lies in contrast to other policy areas where the range of actors was
quite small and manageable – such as in competition policy and EMU, as
discussed earlier. In such areas, compromises did not have to be consid-
ered: unlike in economic issues, we argue that this kind of policy process
is permitted because social policy is regarded as being of less importance
by national and European authorities. Experience beyond the Social Proto-
col has subsequently shown that negotiations between social partners
have not been very successful, giving the Commission the possibility to
present its unmodified proposals to the Council without the consent of the
European-level social partners. Hence, introducing a social partner is a
valid idea on paper but does not work very well in practice.

In conclusion, we can state that member states agreed to changes in
social policy at the European level as they expected “to gain (in terms
of net benefits) in the social policy regime with the more centrally
determined workplace and labour market regulatory standards likely
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to result from the extension of qualified majority voting than in the
current social policy regime”.73 As Lange states, even though a slight
improvement has been obtained on the social dimension with the
Social Protocol, the impact of European-wide social policy will remain
insignificant and it will therefore not become a prominent “issue” at the
European level. Rather, “the interest of governments, the fragmentation
of social interests, and the policy-making rules of the Community itself
militate against anything [so] broad in the social dimension.”74 This
clearly distinguishes it from EU 1st order policies. This can also be seen
in the fact that European-level social policy did not tackle the classical
issues of social policy such as education, health and pensions.
Although one may argue that member states did take a step forward
with the Social Protocol in limiting their sovereignty to determine
social policies, some competences were only transferred to the Euro-
pean level because of the progress and developments in other, more
important, economic policy areas. Had it been for social policy alone,
no change would have been observed: unlike economic policies that
have been put on the negotiation table by the Commission and the
member states, social policy only came in as a “add-on”.

Conclusions

This chapter has argued that EU social policy remains weakly devel-
oped: it only relates to general standards, such as those on health and
safety, and has had little success in significant issues such as working
conditions, industrial relations and labour market policies. If there are
rules in certain social policy areas, these normally reflect the lowest
common denominator among member states, resulting in only basic
requirements and a flexible design for application. In other words,
European social policy offers only a minimalist EU involvement and is
far from the traditional “social policy” found at the domestic level
which is concerned with the “major” social issues such as education,
health, pensions and unemployment benefits.75 The principal mecha-
nisms for redistribution of resources remain in the hands of member
states, and EU social policy only addresses market failures.

This chapter has shown that EU-level social policy has proved to be
more complicated than other policies studied in this book because of:

• institutional obstacles, where national institutions make reform
difficult as there are widely divergent institutionalized national
social policies

• limited fiscal resources at the European level
• member states resistance to loss of sovereignty in social policy areas,

leaving social policy one of the few key areas of policy competence
where national governments still appear to reign supreme
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• the weakness of social democrats and trade unions in the EU up to
the mid 1990s, combined with an increase in the power of business

• the unequal distribution of power among interest groups
• the British opposition towards an EU social policy in general
• the rhetorical nature of most commitments to the construction to a

social dimension.

Unlike the 1st order policies studied in this book, the EU social policy
formulation process showed elements of corporatism. Nevertheless,
the impact of the measures has been disappointing in terms of actually
protecting and safeguarding EU workers. As Streeck puts it: “commu-
nity jurisdiction on social protection was a consequence limited from
the beginning to work and employment-related matters, excluding
such classic social policy issues as pensions, unemployment, housing,
family and the disabled and the young.”76 In Leibfried and Pierson’s
words: “generally, only narrow, market-related openings for social
legislation have been available.”77 As a result, social policy has been
given low priority. We have argued that this can be explained partly
because of member states’ desires to maintain sovereignty in this area.
Further, social policy has always been seen as an add-on: unlike other
policies at the EU-level, social policy developments were not a conse-
quence of active initiation from policy actors. Rather, any social policy
initiative has been a consequence of other efforts to unify Europe
economically. Not being considered an important issue in its own right,
social policy has yet to receive the same priority as economically rele-
vant issues such as single market, competition, and monetary policies.
This clearly shows that social policy as such can be rated as a 2nd order
policy. It would not have made it to the European level on its own
accord, but must be seen in the context of other policies.

In terms of theoretical perspectives that help explain the formulation of
the Social Charter and the Social Protocol, one sees how the initiation
phase can be best explained on the basis of supranational governance
logic. The negotiation phase, however, is best understood by taking into
consideration ideas raised by intergovernmentalism, given the impor-
tance of the Council. Because harmonizing all aspects of social policy is of
secondary importance to member states, social policy formulation still
remains in the realm of national sovereignty, regardless of the Commis-
sion’s efforts in the initiation phase. Moreover, the evidence also suggests
that there are some aspects of corporatist decision making at play in the
formulation process. Beyond the Commission and member states, social
partners consisting of transnational employers’ associations and labour
groups were invited to participate in the negotiation process.
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9 Policies of freedom, security
and justice: a limited role for
the EU1

This chapter seeks to examine and explain what are referred to as
“freedom, security and justice” policies of the EU. The first section of
the chapter pays specific attention to the main objectives of this broad
policy area by considering in more depth the issue areas that fall
within the rubric of freedom, security and justice. These include
immigration, asylum and EU citizenship, as well as criminal and
justice policies. The section then considers whether or not this overall
area can be thought to be 1st or 2nd order in nature by evaluating its
evolution over the relatively short period of approximately 20 years.
The main argument to be developed in the first section is that this
area is representative of a 2nd order policy: replacing of national
norms with European regulations in the various policy areas has been
very gradual, while some states even continue to exercise their ability
to opt out of any Brussels-led initiatives with regard to issues such as
immigration. The second section pays more attention to the formula-
tion of a specific Brussels-led immigration initiative in order to better
understand the policy process at play. In particular, it will focus on
the development of one of the first legal instruments pursued at the
supranational level: the directive on the right to family unification of
2003. It will be argued that in order to understand the policy initia-
tion stage, attention must be focussed on the actions of the Commis-
sion; thereafter, however, policy negotiation also witnessed some
influence of other interest groups and, perhaps more importantly, the
Council. Given the evidence, it will be argued that policy formulation
in the area can be best explained by focussing on arguments raised by
the supranational governance, intergovernmentalist and pluralist
perspectives.

The objectives and evolution of freedom, security and justice: 
a 2nd order status

There have been three main stages in the development of this wide-
ranging policy area. The first began with the Single European Act of
1986 which, along with the single market reforms outlined in Chap-
ter 4, affirmed the theoretical idea of the free movement of citizens
throughout the Community. The second main stage began with the
Maastricht Treaty of 1992. Beyond the EMU as discussed in Chapter 6,
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Maastricht institutionalized justice and home affairs (JHA) as falling
within the remit of the EU, although the procedural aspects outlined
clearly highlighted that any JHA initiative would have to start with,
and be finalized by, the Council of Ministers, leaving a only
subsidiary role for EU-level institutions. Nevertheless, the third main
stage, which was attained with the Amsterdam Treaty of 1997 and
which came into effect in 1999, saw the Commission being able to take
a more proactive role in JHA affairs by initiating relevant legislation.
Shortly after the European Council agreed in Tampere (Finland) in
1999 on goals for the establishment of common immigration and
asylum policies, the importance of the Commission would be under-
lined with the institutionalizing of DG Justice and Home Affairs
within the European Commission under the leadership of Antonio
Vitorino, later to be renamed DG Justice, Freedom and Security and
presently directed by Franco Frattini.

As the name suggests, the main objective of this policy area is to
promote freedom, security and justice within the EU by way of seeking to
develop supranational regulations in related policy areas that touch on
these themes. These areas include: immigration, asylum, EU citizenship,
freedom of movement, police cooperation, action against organized
crime and judicial cooperation between member states. We consider the
specific objectives and developments in each of these areas in turn.

Immigration policy: towards a centralized policy? Not really ...

With regard to immigration policy, the main theoretical goal of an EU-
wide policy in this area is to regulate immigration flows to member
states at the supranational level. Clearly, a comprehensive EU-wide
immigration policy does not exist at present given that member state
politicians seek to retain almost exclusive power in this area, as exam-
ined by Luedtke.2 Nevertheless, in its quest to develop EU-based immi-
gration regulations, the Commission distinguishes between regulations
surrounding “legal immigration”, which seek to regulate admission
and residency of third-country nationals (i.e. those who are not citizens
of an EU member state), and means to combat “illegal immigration”,
including guidelines on the “return” of illegal immigrants.3

Concentrating on “legal immigration” regulations, which have been
comparatively more fully developed at the EU level, the data in Table 9.1
help illustrate the importance of immigration into the EU-15 states by
showing the crude rate of migrants entering between 1990 and 2002.4 The
second column of Table 9.1 shows that rates have been positive for the EU-
15 throughout the time series: more people have generally been immi-
grating to EU-15 states than emigrating from them. This perhaps reflects
the trend observed by some, such as Cornelius, Martin and Hillified, that
increasing globalization results in increasing immigration into “more
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desirable” countries (i.e. western liberal democratic states) over time.5

Nevertheless, there has been a type of cyclical pattern throughout the time
series: between 1990 and 1993 there were relatively high levels, followed
by a drop between 1994 and 1998, only to see a rebound post-1998 to a rate
of 3.3 per 1,000 population by 2002 (the highest level since 1992).

Table 9.1 also shows how specific countries have seen relatively
higher rates during various periods over the time series. These include:
Germany between 1990 and 1995, largely a consequence of dynamics
relating to German unification as well as increasing immigration from
states such as Turkey; Ireland between 1998 and 2002, which can be
explained by opportunities that arose in that country with the Celtic
tiger economic boom in this period; and Spain between 1998 and 2002,
largely as a consequence of increased immigration from Latin America.
As the work of authors such as Joppke has indicated, many EU states
actually seek immigrants as it is felt that they are needed to maintain
the strength of future workforces given declining birth rates and an
increasingly elderly populations.6

Interestingly, Table 9.2 shows somewhat of a different dynamic when
considering the same data, but focussing on movements of the ten central
and eastern European countries that have recently joined the EU.

Except for Cyprus, Hungary and Malta, the new entrants generally see
low to negative immigration rates. The most pronounced negative rates
within the sample are Latvia, Lithuania and Poland (which are all negative
throughout the time series) as well as Estonia (except 2000–02).

Although Tables 9.1 and 9.2 do give a good picture of migration
flows, they fail to distinguish fully between the types of non-nation-
als that live in the different member states. The term “non-nationals”
refers to those who are either from another EU member state or from
a third country outside the EU who would be precisely the object of
regulation in a supranational immigration policy. Although migration
statistics are not fully available, a snapshot of Eurostat data from 2001
provides a picture of the three types of citizens that live in the differ-
ent member states: nationals (those who are citizens of the country
they live in), other EU-nationals (who have moved within the EU to
another member state), and third-country nationals (those born
outside the EU and who do not hold EU citizenship). 

Table 9.3 suggests that among non-nationals, third-country nationals
generally represent a higher percentage of the total population than
other EU nationals. The exceptions to this general trend are Luxem-
bourg (where over 31 per cent of all residents are other EU nationals),
Belgium and Ireland. The states at or above the EU-15 average propor-
tion of third-country nationals are Denmark, Germany, Greece, 
Luxembourg and Austria.

Given the significance of third-country nationals in all EU states, the
EU has recently developed two main regulations in the area of legal
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immigration. The first, whose formulation will be examined in more
detail in Section 2 of this Chapter, is the directive on the right to family
unification adopted in September 2003.7 The objective of this regulation
was to outline how, and under which conditions and circumstances,
third-country nationals legally living in the EU could reunite with
direct family members who are living abroad. In November 2003, a
second Directive on the Status of Long Term Residents was approved,
intended to ensure equal treatment of all legal immigrants who have
resided in a member state for more than five years.8

Asylum policy: we’ll fingerprint them, but that’s about it 

Asylum policy is concerned with protecting those who flee their coun-
tries due to the persecution that they may face. Or, as the Commission
puts it:

Asylum is a form of protection given by a State on its territory
based on the principle of non-refoulement and internationally or
nationally recognized refugee rights. It is granted to a person who
is unable to seek protection in his/her country of citizenship
and/or residence in particular for fear of being persecuted for
reasons of race, religion, nationality, membership of a particular
social group or political opinion.9

As Figure 9.1 shows, although numbers have ebbed and flowed since
1986, in general there is a rising trend in the number of people seeking
asylum in the EU over time. According to this data, this number
reached a peak in 1992, slightly diminished thereafter, but generally
increased after 1998.

In terms of where such asylum applications are made within the EU,
using aggregate data between 1999 and September 2003, Figure 9.2
highlights the variations across the EU.

Figure 9.2 suggests that while Germany, the UK and France are the
leaders in terms of receiving new applications, with well over 10 per cent
of all such applications in each state, states with relatively smaller popu-
lations such as the Netherlands, Belgium, Austria, Sweden and Ireland
have also received a substantial percentage. The four “not-asylum-
friendly” countries (corresponding to “others” in the graph) that together
received around 5 per cent of all applications are Denmark, Greece,
Finland and Portugal. The main states from which asylum seekers have
come during the same time period include Iraq (8 per cent), Turkey (7 per
cent), Serbia and Montenegro (7 per cent) and Russia (6 per cent), as well
as China, Nigeria, Somalia and Afghanistan (all at 4 per cent).10

Various regulations have been prescribed in an attempt to
harmonize procedures with regard to asylum in the EU. The Dublin
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Figure 9.1 New asylum applications in the EU, 1986–2002 (thousands)

Source: Eurostat.

Figure 9.2 Distribution of new asylum applications between the member
states, between 1998 and September 2003

Source: Eurostat (figures have been rounded).
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Convention of 1990 and the Dublin II regulation of 2003 seek to
prevent situations where an asylum application can be made in more
than one member state. This was based on the difficulties faced by
member states in making decisions on asylum seekers who had
made applications to two or more states. Second, and in order to
better determine which member state should process an asylum
application, EURODAC – the fingerprint database – was established
in 2003. Although some may contend that a European wide finger-
print database which is used with the sole purpose of identifying
asylum seekers may itself be discriminatory, the justification for the
centralized database is stated by the Commission as follows:

All applicants over the age of 14 now have their fingerprints taken
as part of routine procedure when they ask for asylum – either
within or from outside the EU. These are sent in digital format to
a central unit at the European Commission, where they are auto-
matically checked against other prints stored on the database.
This enables the authorities to see if the applicants entered the EU
without the necessary papers, and if they have already applied for
asylum in another member state. ... [The system] helps speed up
the asylum application procedure by directing genuine refugees
straight to the country they should be dealing with, and it also
prevents fraudulent applicants from “shopping around” in other
member states after one country has turned them down, or clog-
ging up the system with multiple applications.11

European citizenship, fighting crime and judicial cooperation

European citizenship, which was introduced into Maastricht after being
conceived and framed by leaders such as Spain’s Felipe Gonzalez, has
four main principles.12 These include:

• All citizens of the EU have the right to move, reside freely within,
and work within any member state.13

• EU citizens have the right to vote and to stand as candidates at
municipal elections, as well as European Parliamentary elections,
in the member state in which they reside.

• EU citizens have the right to petition the EP and complain to the
European Ombudsman.

• When in a country outside the EU where his or her state is not
represented, an EU citizen has a right to protection by diplomatic
or consular authorities of any other member state.
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In relation to the first main point, it is significant to note that several of the
EU-15 states (except for Ireland and the UK) as well as Norway and
Iceland signed up to the Schengen Agreement, which was incorporated
within the Amsterdam Treaty. Schengen eliminates passport controls
between the states, thereby helping facilitate movement of persons within
the Community.

When turning to police cooperation and the fight against cross-border
crime, it is fundamental (if not obvious) to note that a European police
force, or a European-wide customs administration, does not exist at pres-
ent. Nevertheless, on the basis of Article 29 of the EU Treaty, Europol was
developed in 1994 to strengthen cooperation between the national forces.
Staffed by member-state police and customs officials, this centre serves as
means to gather, coordinate and exchange information. The development
of the European Police College (CEPOL), coupled with the creation of the
European Crime-Prevention Network in 2001, was also seen as a means
to help fight crime across Europe.

Finally, policies of increased judicial cooperation have recently been
developed as seen in EUROJUST and the European Arrest Warrant. EURO-
JUST, which came into being in 2003, aims to increase cooperation between
not only law enforcement officials, but also, more importantly, senior judges
and prosecutors with the goal of prosecuting serious cross-border crimes
more efficiently. The European Arrest Warrant of 2004 seeks to eliminate
barriers to extradition between EU member states and facilitate the transfer
of a suspect who may be seeking refuge in another member state.

Freedom, security and justice policies: four reasons for 
their 2nd order status

Despite what one may claim has been the development of several policies
related to freedom, security and justice in a relatively short period of time
since the free movement of persons was enshrined in the SEAin 1986, there
are four main reasons why this area remains of 2nd order status: there is a
lack of full harmonization of the policies between member states, member
states themselves still have the final word in adapting and adopting poli-
cies, reasonably extensive regulations are not fully developed in several of
the policy areas, and there remains a lack of efficiency and centralization in
the coordination of the policies. We consider each of these in turn.

With regard to the first point, the lack of harmonization of the policies
is evident when one considers that states such as Denmark, Ireland and
the UK have retained the right to not accept and implement EU legislation
in freedom and security issues, particularly immigration and asylum poli-
cies. This results in a situation where, for example, an EU-wide regulation
on family reunification may exist at the Brussels level, but it has no impact
in these three states. Similar dynamics are seen with the Schengen accord:
although free movement of persons has definitely been facilitated by the
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Schengen agreement, the fact that two member states (the UK and Ireland)
have not signed up due to their own concerns for security, coupled with
the fact that any Schengen member state actually has the right to opt out
temporarily from the Agreement if it feels that it is necessary to do so for
national security reasons, demonstrates that member states ultimately
retain full power in controlling who enters their territories. The impor-
tance of the member state in regulating who enters its territory has
resulted in a situation where the ideal of free movement of persons is not
as fully developed as the ideal of free movement of goods, services and
capital that was analysed in Chapter 4. A final example is seen in the case
of the European Arrest Warrant. Despite its potential, it has yet to be trans-
posed into national law in Italy; nor has the Czech Republic implemented
the policy either.

Given that member states still retain a significant amount of power in
justice and security issues, and given that there has not been a full trans-
fer of power from the member state to the Brussels’ level, it is not much of
a surprise to see some states trying to continue to define for themselves
fundamental concepts in the area, thereby leaving developments at the
European level almost irrelevant. This was seen most clearly in the recent
Irish citizenship referendum in 2004. Even though Maastricht guaranteed
that EU citizenship rights extend to all who are citizens of the EU’s
member states, the treaty also copper-fastened the position that the each
member state has the sole power to determine national citizenship laws.
According to Irish regulations since 1921, anyone born in Ireland was
granted citizenship, a system not particularly different from the one in
France, where children born to third-country nationals would receive
citizenship (albeit after 18) but somewhat in contrast to most other EU
countries, which do not automatically grant citizenship to children of
third-country nationals born in the respective country. However, since
the early 2000s, there was an increasing perception in Ireland, among
government officials and citizens alike, that there was a significant
number of third-country national women (especially from Africa)
coming illegally to Ireland during the late stages of pregnancy to give
birth there: as long as the children were born Irish citizens, their parents
could not be forced out of the country and would remain as an increased
burden on the social welfare system. In wake of these concerns, the Irish
government decided to hold a referendum on citizenship. Despite civil
liberty groups’ claims that there was no fundamental basis to the percep-
tion that large number of immigrants were coming to Ireland in the late
stages of pregnancy and that any change to Irish citizenship laws was
unconstitutional,14 over 80 per cent of the population surprisingly voted
that children of third-country nationals born in Ireland should not be
allowed Irish citizenship and, therefore, they should be deemed illegal
immigrants. Hence, such children and their parents could also be extra-
dited to their country of origin. The Irish experience helps demonstrate
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that even though a person may be born on “European” soil and even
though European citizenship rights may theoretically exist, member
states still control who can finally become an “EU citizen”.

The third reason that freedom, security and justice issues are of 2nd
order status is the limited scope of the supranational initiatives:
detailed and extensive regulations have not been fully developed in
several of the policy areas. For example, with regard to immigration
policy, there is a lack of supranational regulation surrounding the
entrance of third-country nationals who are students, trainees or volun-
teers. Nor are there common rules on the conditions surrounding
entrance and residence of third-country nationals who are self-
employed. Another example is seen in respect of European citizenship:
although EU citizens are allowed to vote and stand as candidates for
municipal and EP elections regardless of the member state they reside
in, an EU national living in another EU state does not have a right to
vote in national elections of the state he/she is living in unless the
government of that state has specific provisions to allow this.15 

Finally, the 2nd order status can be seen in the overall lack of effi-
ciency and centralization in the administration of several of the poli-
cies. This is clearly seen in the asylum process: while an attempt has
been made to prevent applicants from making applications in more
than one state, there is no single authority at the supranational level
that takes the lead in making a decision on whether or not asylum
protection should be granted. This leads to unequal measures being
used across the EU-15 when examining asylum cases, meaning that
some (more lenient) states may have higher numbers than others, while
others that have a relatively less sympathetic view towards asylum
seekers may continue to reject such applications.

The formulation of the right to family reunification of 
third-country nationals

This section analyses the formulation of the European Directive
2003/86/EC on the right to family reunification of third-country nation-
als living in the EU that was adopted in September 2003. This policy is
significant because it represents the first legal instrument in respect of
immigration adopted at the EU level. After analysing in more depth
what the regulation entails, the section considers the two main phases of
policy formulation. In the first, the Commission played a key role in the
initiation of the policy, driven by its view that fair treatment of third-
country nationals was a key step in the drive towards the harmonization
of EU immigration policy. In the later phase, even though one saw some
influence of interest groups, the member states played the most promi-
nent role in the negotiation of the policy. Given the dynamics, it will be
argued that the supranational governance, intergovernmentalist and
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pluralist perspectives are of value in explaining EU policy development
in this area. Before analysis of the process of policy formulation, it is
useful to examine the main ideas behind the directive. As there is little
academic work done on this relatively recent regulation, it is necessary
to go over the details of the directive in some detail so the reader is fully
aware of its objectives and scope.

What is the initiative about?

The directive on the right to family unification approved by the Council
on September 22, 2003 – with the exception of the UK, Ireland and
Denmark who opted out16 – has as its main purpose, as stated in Article 1,
to “determine the conditions for the exercise of the right to family reuni-
fication by third-country nationals residing lawfully in the territory of the
member states”. In other words, it regulates the joining together of family
members of non-EU citizens legally living in the EU. Article 3.1 states
that the directive applies 

where the sponsor [defined in Article 2 as the person who is
applying for the family to join him/her] is holding a residence
permit issued by a member state for a period of validity of one
year or more who has reasonable prospects of obtaining the
right of permanent residence, if the members of his or her
family are third-country nationals of whatever status.

Articles 3.2a and 3.2b specify that the directive does not apply to those
still applying for refugee status or whose situation in the EU is based on
temporary protection. Article 4.1 states that the right to unification is
limited to the “nuclear” family members of the sponsor. This includes the
sponsor’s spouse (Article 4.1a) and their minor children (those who have
not reached a member state’s age of majority) including any adopted
children of either the couple, or the sponsor, or his/her spouse (4.1b, c,
and d). Nevertheless, Article 4.2 and 4.3 state that reunification of
dependent first-degree relatives in the direct ascending line of the spon-
sor (i.e. a sponsor’s mother and father) as well as unmarried partners
does not come within the remit of the directive, and their unification
with the sponsor is thus left to the discretion of the member state. Arti-
cle 6 states that a member state may “reject an application for entry and
residence of family members on grounds of public policy, public security
or public health”. Articles 7.1a, b and c stipulate that when an application
is made, the member state must be assured that the sponsor has
“adequate accommodation”, health insurance and “stable and regular
resources to maintain him/herself and the members of his/her family,
without recourse to the social assistance system of the member state
concerned” in order to prevent the reunification imposing a burden on
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national social welfare systems. Article 12.1, however, states that the
housing, insurance and income requirements outlined in Article 7.1 are
not applicable to those holding refugee status who are seeking family
reunification. Article 14.1 outlines the rights of immigrating family
members – including the right to education and training – while Article
14.2 states that the member states can limit the right to work of family
members. Article 16 finally discusses circumstances in which member
states can refuse or withdraw a family residency permit. These include:
if the sponsor is unable to have/obtain sufficient resources to support the
family (Article 16.1a); if it is found that there is a divorce or evidence that
either the sponsor or his or her partner “is married or is in a stable long
term relationship with another person” (Article 16.1c); if false documents
were presented during the application (Article 16.2a); or if a marriage
was undertaken solely in order to immigrate to Europe under the family
reunification scheme (Article 16.2b).

Policy initiation: a push from the Commission

Keeping these main points of the directive in mind, in order to better
understand the policy formulation process, analysis must begin with the
initial proposal by the Commission on 1 December 199917 for a directive
on family unification. Although the Commission had for some years
previously been concerned about harmonizing regulations with regard to
family reunification of third-country nationals, it was in a difficult posi-
tion in pursuing any initiatives until the Amsterdam Treaty. As the
Commission stated in its 1999 proposal on family reunification:

Following the entry into force of the Amsterdam Treaty and the
insertion of the new Title IV ... relating to visas, asylum, immi-
gration and other policies related to the free movement of
persons, the Commission feels the time has come to give prac-
tical form to the commitment entered into in 1997 and present
a new proposal regarding family reunification in the form of a
Community legal instrument.18

In the Commission’s view, harmonizing the situation with regard to
third-country nationals was “indispensable if these people are to lead a
normal family life and will help them integrate into society”.19 As such,
the 1999 Commission proposal consisted of over ten pages of an
explanatory memorandum on the lack of harmonization with regard to
third-country nationals and the need for a common European policy in
the area, as well as over 20 articles that ought to be incorporated by the
Council in a directive regulating family unification.

Analysis of the different articles of the Commission’s 1999 proposal
demonstrates how many of the main points seen in the final directive

UNDERSTANDING EU POLICY MAKING

[ 184 ]

Chari_09_Chap 9.qxd  24/05/2006  10:53  Page 184



adopted by the Council in 2002 were actually broadly outlined by the
Commission some three years earlier, clearly indicating how policy initi-
ation came from the supranational level. For example, the 1999 Commis-
sion proposal highlights the objective of the policy (Article 120); the
various definitions and concepts of importance, such as what constitutes
a “sponsor” (Article 2); to whom the regulation applies (Article 3); which
family members are eligible for reunification (Article 5); how an applica-
tion is to be processed (Article 7); under which circumstances a family
member may be refused entry (Article 8); evidence that must be provided
by sponsors when making an application (Article 9); the rights of family
members when they are reunited (Article 12); and the circumstances
under which a residency permit may be revoked (Article 14).

Because many of these themes were reflected in the final directive
adopted by the Council as discussed above, one may argue that the
broad ideas encapsulated in these various articles illustrates how the
Commission did provide a blueprint for the directive that was eventu-
ally adopted by the Council. Given the prime role of the Commission
in terms of policy initiation, the supranational governance school is of
value in explaining this stage of the formulation process.

Policy negotiation: a pull from the Council

However, when one compares the specific details of the Council directive
in 2003 with those originally formulated by the Commission in 1999, one
sees how the Council was crucial in the negotiation process in terms of
pursuing changes. Such changes were discussed throughout the different
negotiating phases between 2000 and 2003. There are three key conjunc-
tures in this regard. The first relates to negotiations with the Council in
September 2000, which resulted in a first amended proposal by the
Commission in October 2000.21 That was discarded by the Council, which
was unable to arrive at an overall agreement on the desire for an EU-wide
regulation on family reunification. The second regards a renewed drive
by the Council for a directive on family reunification as a consequence of
the Laeken European Council in December 2001, which resulted in
another invitation to the Commission to re-draft earlier proposals. The
Commission was required to keep in mind the negotiation points raised
by the Council, including the need to limit those eligible to come over,
tighter application procedures and the goal of ensuring public security.
The third conjuncture relates to the Commission’s second amended
proposal,22 which was tabled in May 2002, debated between the Commis-
sion and the Council as well as various interest groups over the next year,
and finally adopted by the Council in September 2003.

The changes made by the Council to the original Commission proposal
during the almost three-year negotiating period help demonstrate that the
Council played a major role during policy negotiation. Upon comparison
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of specific clauses in the Commission’s 1999 proposal and what was finally
agreed to at the Council level in 2003, one sees at least seven issues that
were of concern to the Council. We will consider each in turn.

The first related to which family members could qualify. In its original
proposal of 1999, the Commission had stated that family members who
could seek reunification should also include: “unmarried partners living
in a durable relationship with the applicant if the legislation of the member
state concerned treats the situation of unmarried couples as corresponding
to that of married couples”.23 In its draft proposal of 1999, the Commission
also considered children of unmarried partners to be eligible for unifica-
tion. However, conservative elements within the Christian Democratic
governments in power, such as Aznar’s Partido Popular in Spain, opposed
the proposal to include unmarried people in a regular relationship, which
they feared might legitimize the concept of same-sex couples. Under their
influence, the Council took the view that the Commission’s interpretation
was defining “family” too broadly. The Council thus preferred to allow
reunification of only “the sponsor’s spouse” and children of a married
couple, whether biological or adopted.24

Second, with regard to application procedures, the Commission’s 1999
draft proposed that, in exceptional circumstances and on humanitarian
grounds, the member state concerned should consider an application
submitted when the family member seeking permission was already
residing in its territory.25 However, fearful that this clause might actually
spawn illegal immigration, the Council declared that “the application
shall be submitted and examined when the family members are residing
outside the territory of the member state in which the sponsor resides.”26

Third, with regard to public security, in its original proposal the
Commission specified that a member state might “refuse the entry and
residence of a family member on the grounds of public policy, domestic
security or public health”.27 However, in the Council’s view, this clause
did not do enough to prevent security problems should they arise after
a family member had come to reside within a member state. As such, the
Council supplemented the Commission’s original proposal by adding
that the member state had a right to “withdraw or refuse to renew a
family member’s residence permits on grounds of public policy or public
security or public health”.28

Fourth, with regard to the evidence that the sponsor had to supply
when making an application, in its original proposal the Commission laid
down the same criteria as outlined in the final Council directive that every
sponsor was obliged to demonstrate that he/she can provide “adequate
accommodation”, “sickness insurance” and “stable and sufficient
resources”. However, in its original proposal of 1999 the Commission also
clearly defined stable and sufficient resources as “resources which are
higher than or equal to the level of resources below which the member
state concerned may grant social assistance”.29 In the Council’s view,

UNDERSTANDING EU POLICY MAKING

[ 186 ]

Chari_09_Chap 9.qxd  24/05/2006  10:53  Page 186



however, this interpretation seemed to be somewhat of a straightjacket and
it decided, instead, to phrase it in a way that was ambiguous enough to
allow each member state a certain degree of freedom. The wording was that
each member state “shall evaluate these resources by reference to their
nature and regularity and may take into account the level of minimum
national wages and pensions as well as the number of family members”.30

Fifth, with respect to facilitating the movement of family members
who had been granted reunification status, the Commission originally
proposed that member states should grant family members coming to
Europe “every facility for obtaining the requisite Visas, including tran-
sit Visas where required. Such visas shall be issued without charge.”31

However, the final Council Directive reflects the belief that such costs
were deemed unacceptable to member states, and the line “such visas
shall be issued without charge” was deleted.32

Sixth, with regard to rights of family members coming to Europe, the
right to education and training are granted in Commission’s 1999
proposal.33 Nevertheless, with a view to allowing each member state to
control entry of such immigrants into the labour market, the Council
directive explicitly mentions that states have the right to decide
whether or not family members will have the right to work.34

Finally, with regard to penalties and redress, the Commission’s origi-
nal proposal was that member states could reject or withdraw a resi-
dence permit related to family unification either if entry and/or
residence were based on fraudulent information, or if the main reason for
a marriage or adoption was to enter or reside in Europe.35 However, the
Council added two extra scenarios in which permits could be refused or
withdrawn. The first is what can be referred to as an economic clause, to
be invoked if the sponsor is unable to have/obtain sufficient resources to
support the family.36 The second one may argue is a type of “moral”
clause: permits could be revoked if there were a divorce or evidence that
either the sponsor or his/her partner “is married or is in a stable long
term relationship with another person”.37 Adding these two extra dimen-
sions ensured that the member states would not lose all power in the
regulation of the policy area.

In the negotiation process, the Council was able to successfully amend
the original blueprint offered by the Commission in accordance with the
views of member states and to limit the loss of states’ power in this policy
area. In addition to this intergovernmental aspect, there is some evidence
to suggest that there was participation by various interest groups in the
process, which points to some elements of the pluralist perspective at
play in this policy area. These interest groups included the European
Council on Refugees and Exiles (ECRE), Christian groups such as Caritas,
as well as the European Region of the International Lesbian and 
Gay Association (ILGA-Europe), who all participated and offered their
opinions throughout the various negotiation phases described above.
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One group that was successful in shaping some elements of the
directive was the ECRE. This group, whose main concern is related to
the status of refugees, was originally disposed to favour the Commis-
sion’s original 1999 proposal. Although the question of regulations
applying to refugees was mentioned throughout the proposal, there
was a lack of clear guiding principles with regard to how all aspects of
refugee status should be dealt with. To this end, the final Directive
clearly established what is referred to as “Chapter 5” on refugees
(which contains articles 9 through 12) that were absent in the original
proposal. The ECRE would later state that it:

welcomes the special consideration given to the situation of
refugees and in particular, the exception provided to refugees from
having lived in a country for two years before their family can join
them (Art 12.2). ECRE further welcomes the exemption provided
to refugees who apply for family reunification within three
months of being granted refugee status, from satisfying housing,
health insurance or income requirements as a precondition for
reuniting with family members (Article 12.1).38

Furthermore, in the original proposal by the Commission, children of
refugees were considered in the same way as any third-country
national: consent of both partners was necessary for family unification.
However, there are situations when the consent of a partner is difficult,
if not impossible, to attain. The ECRE therefore sought exception for
refugee children from this provision, as later reflected in Article 10.1 of
the directive. ECRE stated that “ECRE welcomes the exception for
refugee children from the provision under Article 4.1 subparagraph 3.
As a result, member states cannot limit the right to family reunification
to refugees’ children who are under 12 years old.”39

Other interest groups whose views helped influence the final
outcomes included Caritas Europa, the Churches’ Commission for
Migrants in Europe (CCME), and the International Catholic Migration
Commission (ICMC), all of which published their position on the direc-
tive under the banner of the Conference of European Churches (CEC).
These groups had pressed for special consideration for refugees and
would later state that “we appreciate that the special needs for family
reunification for refugees are recognized.”40 They would also state that
they agreed with the clarification in the new directive that (non-
refugee) children under shared custody would be admitted providing
that the other parent explicitly agreed.41

Nevertheless, even though these groups did exercise some influence,
they were not without their criticisms of the final directive. For example,
ECRE expressed reservations about Article 3.1, which states that the
directive is applicable to third-country nationals who have “reasonable
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prospects of obtaining the right of permanent residence”. In ECRE’s
words, “this additional condition allows for considerable discretion by
individual member states regarding the interpretation of what consti-
tutes ‘reasonable prospects’ and risks undermining the purpose of the
directive as a whole.”42

ECRE was also concerned about Article 3.2, which stated that those
seeking refugee status cannot make an application for family reunifi-
cation until their refugee application has been approved. In ECRE’s
words, “Governments should seek to facilitate the reunification of
family members forced to apply for asylum in different European
countries.”43

The Conference for European Churches also lamented the increased
power of member states in the final directive compared to the original
proposal tabled by the Commission. Criticizing the 2nd order nature of
the policy, the Conference would state that: “We are convinced that the
wide discretion left to Member states in the application of this Directive
will not serve a harmonized approach and understanding of family
reunification as a right and obligation.”44

But, perhaps the harshest criticism of the directive came from the
European Region of the International Lesbian and Gay Association
(ILGA-Europe), whose ideas were completely ignored throughout the
negotiation process. IGLA-Europe found the final Directive unacceptable
because it institutionalizes “unequal treatment of unmarried partners”.45

In their view, by limiting family reunification rights to married partners,
the European Union would entrench discrimination on grounds of sexual
orientation and gender identity.46

In sum, the evidence suggests that during the policy initiation stage,
the Commission played a key role in terms of defining the blueprint for
the directive in 1999. During the policy negotiation stage, however, the
Council was of prime importance in setting the specific details of the
policy. Of less importance than the Council, but interestingly of some
significance, different interest groups did play a role during the negoti-
ation of the policy, which contrasts somewhat with the other policy
areas studied in this book. Given this evidence, and in order to better
characterize the policy-making process in this area on the basis of the
formulation of the family reunification directive, one may argue that a
supranational governance perspective is of some value in understanding
the policy initiation phase. During the negotiation process, however,
the Council was of primary importance, pointing to the idea that inter-
governmentalism is of greater value in studying this stage of policy
formulation. Although interest groups were of clearly less importance
than the Council, there is some indication that elements of pluralism
were also in play: different interest groups expressed their opinions
throughout the process and were able to exert some, albeit limited,
influence on the final policy outcome.
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Conclusions

This chapter has examined and explained freedom, security and justice
policies in the EU. The first section not only analysed the main objec-
tives within this policy area by focussing on the goals of immigration,
asylum, citizenship, and criminal and justice policies, but also demon-
strated that this issue area remains of 2nd order importance. This is due
to four related reasons: the lack of full harmonization as seen in some
states opting out of EU initiatives, the role of member states in defining
key concepts, the lack of deep integration initiatives in several areas,
and a lack of centralization in the coordination of the policies. 

In order to better understand policy formulation in the area of free-
dom, justice and security policies, the second section paid detailed
attention to the policy process during the formulation of the family
reunification directive of 2003, which represents a landmark first
Community-wide regulation in the area of legal immigration. The
evidence uncovered suggested that the Commission was vital in the
policy initiation stage, in terms of providing an overall blueprint for the
regulation. During the policy negotiation phase, however, the actions of
the Council were more significant in terms of setting the specific details
of the regulation including, among other things, determining who was
eligible for reunification, setting regulations for application procedures,
adding specific clauses with respect to public security, and outlining
regulations revoking residency permits, all with the view to consoli-
dating the powers of the member state in immigration policy. Some
states, such as the UK, Ireland and Denmark, even opted out of the
directive, illustrating how member states continue to act in their own
interests in this policy area. Such was the ability of the Council to main-
tain a prominent state role in the process, that some interest groups
claimed that the family reunification directive hardly represents a
harmonized approach to immigration policy at all. 

Beyond the Council, there was also some evidence suggesting that
some interest groups were able to exercise some, even if modest, influ-
ence in the process as seen with developments related to the European
Council on Refugees and Exiles (ECRE). Given this evidence, it was
argued that while the supranational governance theoretical perspective
is of value in explaining the policy initiation aspects, the intergovern-
mentalist and (to a lesser extent) pluralist perspectives are of greater
value in explaining policy negotiation. From this perspective, and
given that there is little evidence suggesting that either business organ-
izations or organized labour participated in the process, the dominant
economic class and corporatist perspectives do not seem to be relevant
for an understanding of policy making in this area.
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10 External policies: divided we
stand, united we fall

This chapter examines and explains the EU’s external policies. The
first section analyses how these policies can be divided into those of
a political and those of an economic nature. Thus, the first section
considers the political dimension of the EU’s external political rela-
tions, through an examination of European political cooperation
(EPC), the establishment of the EU’s Common Foreign and Security
Policy (CFSP) in the Maastricht Treaty, and the changes pursued in
the Amsterdam Treaty. It then considers the evolution of the EU’s
external economic relations, including the dynamics surrounding
multilateral and bilateral agreements. With respect to the latter, and in
order to gauge whether or not external economic policies have been
broadly successful in attaining their overall objectives, the chapter
offers an in depth analysis of the Euro-Mediterranean Partnership
(EMP) agreement which has as its objectives, on the one hand, to
increase trade with countries on the southern coast of the Mediter-
ranean and, on the other, to promote values such as democracy and
human rights in the area. 

The first section concludes that despite the EU’s increasing trade
in the global economy, the EU has been largely unsuccessful in effec-
tively speaking with one voice in the area of external political poli-
cies. It has also fallen short of attaining all of its trade-agreement
objectives, especially with respect to promoting values such as
democracy in some areas with which it deals. Both of these devel-
opments can be understood in the context of the divergent interests
of member states, which prevent the development of strong supra-
national external policies. As such, it will be suggested that external
policies remain a 2nd order policy area, or one that does not see a
full harmonization at the supranational level. 

The second section turns to a more focussed analysis of the devel-
opments during the 2003 Iraq War, demonstrating more fully why
the EU was incapable of speaking with a unified voice. It argues that
in order to explain the EU’s debacle, focus should be concentrated
on the Council, which showed the impacts of the divergent interests
of national governments. Given the member states’ lack of desire to
seek a unified policy position towards Iraq, it is concluded that
developments in external policies can best be understood from the
intergovernmental perspective.
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The objectives and evolution of external relations: a 2nd order
status

The objectives and evolution of external political relations: 
forever united?

Smith1 points to two key conjunctures in the evolution of the EU’s
foreign and security policy. The first is the development of European
political cooperation (EPC) and the second is the replacement of EPC
with the Common Foreign and Security Policy (CFSP) in the Maastricht
Treaty, representing the 2nd Pillar of the Community whereby foreign
and security policy became institutionalized within the EU policy
framework.

With regard to EPC, Smith first points to dynamics in the 1950s
which saw the development at the EU level of “civilian power ...
[where] diplomacy [was] carried out mainly in the [external] economic
register with none of the implications of ‘hard’ security or even high
diplomacy that were central to member state foreign policy”,2 such as
the deployment of troops to support EU initiatives. The late 1960s saw
the emergence of EPC which, although being formally outside the EU
institutional structure, offered a quasi-institutional opportunity for
foreign ministers of the EU member states to discuss matters in “low”
policy areas where agreement could be reached.3 Useful here is the
distinction made by Hoffmann4 between “high” and “low” politics,
where “high” politics refers to the areas of national security and
defence, while “low” politics refers to external agreements that are
more diplomatic or economic in nature. Examples of where the EPC
was successful include elaborating a common EU position on the
Middle East in the 1970s and attempting to gain cohesion between EU
members voting in the UN on different issues. Various international
factors in the late 1980s and early 1990s, including the first Iraq War, the
end of Communism in central and eastern Europe, as well as develop-
ments in Yugoslavia, forced the Community to re-evaluate the future of
EPC. Not only were “new patterns of diplomatic security necessary”,
but also the Community would put “emphasis on what became known
as soft-security” including economic sanctions.5

In the wake of this new-found desire to go beyond the simple diplo-
macy offered by EPC, Article 2 of Treaty on the European Union called
for the EU “to assert its identity on the international scene, in particu-
lar through the implementation of a common foreign and security
policy including the eventual framing of a common defence policy,
which might in time lead to a common defence”. Accordingly, the EU’s
Common Foreign and Security Policy was established in Maastricht.
There were five main elements of the CFSP as later outlined in the
Amsterdam Treaty:
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• to safeguard the common values, fundamental interests, independ-
ence and integrity of the EU in conformity with the principles of the
UN Charter

• to strengthen the security of the EU in all ways
• to preserve peace and strengthen international security, in accor-

dance with the principles of the United Nations’ Charter
• to promote international cooperation
• to develop and consolidate democracy and the rule of law and

respect for human rights and fundamental freedoms.6

Although commentators such as Ginsburg7 noted that the CFSP initially
gave the impression that the “EU would be poised to adopt new kinds of
higher profile foreign policy actions previously not thought possible,” one
may argue that from the beginning one of the main weaknesses of the
CFSP related to the ambiguity, or lack of precision, regarding its main
elements. For example, what exactly does “strengthen common values
and security” refer to; how is international security to be preserved in
context of the UN’s Charter; and where exactly do democracy, rule of law
and human rights need to be preserved and by using which means?

Given these ambiguities, it is not much of a surprise that, as Smith8

argues, the evolution of the CFSP throughout the 1990s can be considered
a failure as it was handicapped by the divergent views of different
member states. Moreover, in terms of institutional dynamics, since the
Council is the exclusive actor when CFSP decisions are made, no
common positions with regard to major international conflicts were
arrived at. In other words, without a clear, unifying EU framework, many
states with their own views of different security issues did not place the
CFSP principles in the forefront when making security decisions. Rather,
many either remained neutral with regard to international crises (as was
the case with Ireland) or favoured other alliances with different interna-
tional security agreements such as NATO, as in the case of the UK. This
was seen most acutely in the Kosovo crises where the United States,
under the cloak of “military humanism” as discussed by Chomsky,9 led
the attack under the auspices of NATO and took the lead in preventing
Serbia’s ethnic cleansing of the Albanians in Kosovo. The implications of
this for the EU are best summarized by Smith who states that:

As was demonstrated in the post-Cold War crises of 1990s
Europe, not only was the EU handicapped by the intergovern-
mentalism of the CFSP; it was also still dependent on the
muscle provided by the USA and its allies in NATO (many of
them EU Member States) for the measures entailed in “hard
security” and coercion beyond economic sanction.10

With this in mind, in the wake of the crisis in Yugoslavia where the EU
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was unable to act in a coordinated and coherent fashion, the Amster-
dam Treaty of 1997 attempted to strengthen the CFSP and make it more
effective. One of the main means by which this was to be achieved was
to establish a High Representative of the CFSP. The High Representa-
tive, Javier Solana – the ex-Foreign Minister under the Spanish Socialists
of the 1980s and later Head of NATO during the 1990s – would work
alongside both the Commissioner for DG External Relations and the
Minister of Foreign Affairs holding the Council Presidency to attempt
to better define and coordinate an EU foreign and security policy.
However, the ability for the EU to speak with a unified voice even after
the Amsterdam Treaty, is still questionable in light of recent events in
Iraq which Section 2 examines in more detail.

The objectives and evolution of external economic agreements: 
we like democracy, but...

Trade between the EU and other economies is regulated by Articles 131
and 133 of the EU Treaty that seeks to develop a common commercial
policy (CCP) in order to improve the EU’s position in the global econ-
omy. While Article 133 sets out the scope, instruments and decision-
making procedures, Article 131 states that the principles of the CCP are
to “contribute, in the common interest, to the harmonious development
of world trade, the progressive abolition of restrictions to international
trade, and the lowering of custom’s barriers.”

In terms of policy process, external economic policy making sees the
involvement of both the Commission and the Council. Prima facie, one
may argue that this somewhat contrasts to external political relations,
where the Council remains the effective power, with virtually no policy
formulation involvement by either the Commission or EP. Despite the
Commission being involved in the negotiation of trade agreements,
however, one may argue that the Council is the dominant decision
maker. This is particularly seen when one considers Article 300 of the EU
Treaty, which outlines the inter-institutional procedure for international
agreements. In the Commission’s words:

The external trade administration of the European Commission
– so called DG Trade – is the negotiator, responsible for
conducting trade negotiations, and the enforcer, responsible for
ensuring compliance by third countries with international
trade accords. The Council, where each of the 25 Member
States is represented at the ministerial level is the decision-
maker. It issues “directives for negotiation” to guide the
Commission in its work and decides, unilaterally, whether to
adopt an accord. The European Parliament ... is kept regularly
informed by the Commission. [Emphasis added.]11

UNDERSTANDING EU POLICY MAKING

[ 194 ]

Chari_10_Chap 10.qxd  23/05/2006  14:19  Page 194



From this perspective, authors such as George and Bache12 have likened
EU external economic policy making to a type of three-level game,
where the Council plays primary roles at both the first and third levels.
At the first level, the Council decides what type of agreement is to be
pursued and delegates the Commission to negotiate on behalf of the
Council.13 At the second level, the Commission negotiates the trade
agreement with trading partners along the lines outlined by the Coun-
cil. And at the third level, the Council accepts, amends or rejects the
agreement negotiated by the Commission. The Commission will subse-
quently monitor the development of the agreement and report back to
the Council, so that the Council can either initiate new agreements, or
amend or suspend existing ones.

What are the different types of trade agreements that the EU makes?
The two broad types are multilateral and bilateral (and developmental)
trade agreements. Multilateral agreements are those with an interna-
tional dimension, involving what it is referred to as the World Trade
Organization (WTO). Such agreements with the WTO represent regula-
tions agreed to by 148 countries. Bilateral regulations are established
between the EU and either individual countries or groups of countries
that form a trading bloc. There may be developmental aspects to such
agreements if trade is also linked to aid from the EU. After drawing out
some aspects of these two main types of agreements, we will evaluate
the evolution of external economic policy by focussing on one such
agreement: the Euro-Mediterranean Partnership.

Turning first to multilateral trade agreements, the WTO was estab-
lished in 1995 in the wake of the General Agreement on Tariffs and Trade
(GATT) Uruguay Round that lasted from 1986 to 1994. GATT had been
established in order to ensure that states engaged in trade would abide by
regulations agreed by all. With a similar overall goal of regulating inter-
national trade, the WTO has 148 members that account for 95 per cent of
all world trade. With regard to WTO positions taken by EU states, the
European Commission negotiates on behalf of all EU states on the basis
of guidelines previously outlined by the Council. In terms of principles
that guide the WTO, the European Commission has emphasized that:

no country may apply quantitative restrictions on trade; an
advantage granted to one country must be extended to all WTO
members (Most Favoured Nation); no country may discriminate
between its own products and imported products; all rules and
laws affecting trade must be public; and rules and commitments
are binding on member countries and enforceable through the
dispute settlement system.14

The last point emphasizes the importance of what is referred to as the
WTO Dispute Settlement System. Since its inception, the EU has taken
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73 cases to the WTO, of which 25 have been lodged against the United
States. Of these 25 cases, 16 have been won – a success rate of 64 per
cent.15 In the same time period, the USA has taken 76 cases to the WTO,
of which 18 have been lodged against the EU. Ten of the 18 cases have
been won, giving a success rate of 56 per cent.16

With respect to bilateral agreements, one of the EU’s strongest prefer-
ential trade agreements is with the European Economic Association
(EEA) states – Norway, Iceland and Lichtenstein. Although these coun-
tries do not form part of the EU, their access to the single market is on a
par with that of all EU member states. Other agreements exist with
central and east European states that are seeking to join the EU, and with
southern countries in Latin America through the Mercosur.17 The accords
between the EU and African, Caribbean and Pacific (ACP) states consti-
tute agreements which can be considered more “developmental” in
nature as trade is combined with grants and loans which represent some
of the highest levels of aid given by the EU (over a billion euros between
2001 and 2004). The 48 ACP states involved in the agreement are coun-
tries that have had a past (colonial) association with an EU member state.
These states have suffered from marginalization in the world economy
based on the “rich North–poor South” divide that has historically charac-
terized the global economy. By the Commission’s own admission, a main
concern that has plagued the First, Second, Third and Fourth Lome
Agreements (1980–98) that were negotiated between the EU and ACP
states is that they have been too limited in scope, ambition, and percep-
tion.18 To this end, Economic Partnership Agreements were pursued in
the early 2000s in order to strengthen partnership, increase regional inte-
gration into the world economy, and increase aid to the ACP states.

How can one assess the evolution of the EU’s trade agreements? One
which has received little academic attention, but which is worth focussing
on because the dynamics of this agreement over the last ten years help us
understand the evolution of external economic policies, is the Euro-
Mediterranean Partnership (EMP), also referred to as the Barcelona
Process. The EMP reflects how the EU seeks to target certain areas not only
to increase potential economic benefits but also, theoretically, to promote
normative issues such as democracy and human rights.19 This type of objec-
tive is also at play in bilateral agreements with states such as China, where
there has been serious concern over human rights issues. The EMP, a policy
towards the countries of the Mediterranean basin20 formally launched in
1995, has three main pillars. The first is a political and security partnership
that emphasizes the rule of law, democratization, respect for human rights
and pluralism; the second is an economic and financial partnership; and
the third is partnership in social, cultural and human affairs.

In terms of measuring the success of the Agreement with regard to
economic objectives, Figures 10.1 and 10.2 document the trading intensity
of some of the Euro-med states with the EU between 1995 and 2004.
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Figure 10.1 demonstrates that, on average throughout the time series,
the three main Euro-med states from which the EU imports are Algeria,
Israel, and Morocco. The latter is of particular importance since it is the
only one of the three that has not seen fluctuations in trade levels over the
time series. Rather, there has been a consistent growth, suggesting that its
economic ties to the EU are becoming increasingly stronger over time.
Similarly, Figure 10.2 suggests that Morocco is one of the leading states
to which the EU exports its goods and that there has also been an over-
all increase in trade over the period. Taking both graphs together, this
suggests that, within the EMP, Morocco is a country with which the EU
seeks to develop a strong trading relationship, a fact that is consistent
with increased aids that are given to Morocco.21

Nevertheless, despite the increased trade and aid to the region in
general, and Morocco in particular, there is evidence to suggest that states
such as Morocco have not been committed to the universal values of
democracy and human rights as enshrined in the EMP. Certainly, the
Commission is of the opinion that there have been a “continuation of the
democratization process, transparent and democratic general elections in
September 2002 and an increase in the number of female members of
parliament”.22 Nevertheless, both democratic governance and respect for
human rights have yet to become strong features of the Moroccan politi-
cal system. With regard to democratic governance, the holding of elections
has not resulted in a concomitant power for elected officials in the deci-
sion-making process: the Constitution states that the king is the supreme
decision maker and is not accountable through reliable democratic mech-
anisms.23 And in terms of respect for human rights, the country’s recent
history of abuses is considered appalling by many. Even one of Morocco’s
closest allies, the United States, has severely criticized Morocco’s record 
on human rights.24 Such abuses have worsened since the 9/11 terrorist
attacks, which gave Moroccan authorities the pretext for resorting to 
more forceful measures to deal with the opposition. Similarly, Amnesty
International has recently highlighted Morocco’s poor record.25

Given this evidence, the evolution of the EMP has in this respect been
a failure. Countries such as Morocco do not satisfy the criteria of good
governance, leading one to ask the question: why does the EU continue to
trade with a country that respects neither democracy nor human rights,
even though the EMP maintains that this should be the case? One expla-
nation, sometimes called “the EU takes time” explanation, is that there is
a delay in the transmission of the EU’s normative values to the partner
country.26 The argument here is that the Commission, in particular,
prefers not to force normative values because this might lead to a back-
lash in countries such as Morocco. Thus, the EU prefers to keep the part-
ner “engaged” over a long period of time in order for the “osmosis” of
norms to take place. This explanation, however, is unconvincing for two
reasons. First, the EU has been directly and substantially engaged with
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Morocco for ten years and little has been achieved in terms of positive
change. If anything, the human rights situation seems to have worsened;
elections were less “democratic” in 2002 than in 1997, despite the fact that
trade with the EU significantly increased over the five years between
them. Second, the absence of forceful action during this period may
signal to the partner country that human rights and democracy concerns
are not actually that important.

A second explanation, termed the “the relatively nice dictators” expla-
nation, is that human rights abuses in Morocco pale in comparison with
those found in countries such as China and North Korea.27 Therefore,
Morocco should be treated differently, or with less severity. This sentiment
is implicitly seen in EU documents, as well as interviews with some EU
officials, which appraise Morocco’s efforts to improve its governance
despite clear evidence pointing in the opposite direction. Given that
Morocco has “relatively nicer dictators” than those found in other states,
the EU feels impelled to refrain from “lecturing Morocco” about democ-
racy and human rights. The idea here is that compared with what else is
seen in the world, the king is not so bad after all. However, this explana-
tion fails on two grounds. First, the very core of normative values is that
all abuses should all be treated and dealt with in the same way.28 Second,
the EU cannot operate by using inconsistent reasoning. For example, as
seen in the cases of Turkey and Croatia, the EU does lecture countries about
human rights abuses and specifically sets out strict criteria for admission
into the EU. The argument that Morocco is not in the same category
because it is not a prospective member does not hold much weight, given
that the EU also lectures countries as different as Cuba and the Ukraine.

A more cogent explanation is that specific member states have their
own reasons for seeing the EMP evolve as it has even though, in terms
of fulfilling all of its principles, its evolution may be considered an
overall failure. As discussed earlier, in terms of procedures the Council
sets the mandate for the Commission, and then has the final say on the
appropriateness of the policy’s implementation. With this in mind, one
may argue that under the Council’s guidance the EU acts as a rational
actor, paying attention to material benefits and to the regional stability
that will underpin such benefits, regardless of human rights abuses and
the lack of democratization in Morocco. In order to demonstrate this,
we consider in more detail what we refer to as the “regional stability”
and “economic” reasons that guide specific member states.

Turning to the “regional stability” considerations that guide the poli-
cies of some EU member states, it is important to note from the outset
that in terms of political reforms in Morocco, the best outcome for the EU
would be a process of democratization that brings to power a popularly
elected leader who is both secular and keen on continuing a similar type
of economic relationship with the EU. This would entail the emergence
of a very strong, liberal opposition that is able to both marginalize the
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king politically (forcing him to cede substantial powers) and to out-
manoeuvre the very popular Islamic movements, whose democratic
credentials are not proven. However, it is reasonable to suggest that such
an outcome is unlikely to occur at present. The largest opposition party
at the moment in an emasculated parliament is the Islamic Party of
Justice and Development, and the most popular civil society movement
in Morocco is an even more radical Islamic formation led by Sheikh
Yassine. The popularity of the secular opposition has been constantly
diminishing, because it is perceived as illegitimate by many Moroccans. 

There is substantial evidence to demonstrate that an Islamic party in
government might want to adopt policies that may be perceived as being
antagonistic to the EU’s economic interests.29 Morocco has been “forced”
to introduce a number of significant market-oriented reforms that have
led to the further pauperization of the population. The economic and
social costs of such reforms are enormous, and have entailed the emer-
gence of a small class of nouveaux riches, while the vast majority of the
population struggles to survive.30 Capitalizing on the negative effects of
such reforms, the Islamist movement can play the social justice card.
Sheikh Yassine, in particular, is very vocal on this point, and he is
concerned with the international environment and the constraints that
derive from it when it comes to the choices that Morocco faces. 

In these conditions, because member states are unable to attain the
outcome they really favour, they settle for the second-best option: a
fairly stable and relatively friendly authoritarian regime that seeks a
stable economic relationship. It is far better to help King Mohammed VI
to stay in power than to force elections that might throw up a leader-
ship that questions many of the policies hitherto beneficial to states
such as France and Spain. The risk of an Islamic party coming to power
through democratic means is not worth taking if it sacrifices the
perceived stability of the region.31 Further, regional instability might
also lead to more Moroccans leaving the country and emigrating to
states such as Spain that have historically experienced difficulties when
dealing with increased immigration from the area. This was seen in the
conflicts between the locals and immigrant agricultural workers in
Southern Spain during the late 1990s and early 2000s.32 Taking these
points together, if stability is essential in order to continue to derive
benefits for certain member states, the Council can be seen as acting
rationally from self-interest rather than normatively in accepting the
evolution of the EMP: otherwise, democracy would be promoted
irrespective of the consequences this might have on economic relations. 

With regard to the economic reasons, Figures 10.3 and 10.4 show that
there are certain key member states that are principle beneficiaries of
the EU trade agreements with Morocco.

Figure 10.3 shows that in 2003 four of the top five countries from
which Morocco imported goods and services were EU states: France
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(the former colonial power of Morocco) was ranked first; Spain was in
second position; Saudi Arabia held third spot;  Italy was fourth and the
United Kingdom was last of the top five. In 2004, the top four were again
from the EU (France, Spain, Italy, and Germany), while China took over
fifth spot and the only non-EU state in the top three the year before, Saudi
Arabia, was relegated to sixth. In both years a majority of the top ten
countries from which Morocco imported goods were EU members. Simi-
larly, Figure 10.4 makes it plain that the top five countries to which
Morocco exported in 2003 were France, Spain, Saudi Arabia, the Nether-
lands and Italy; in 2004 the first three remained the same while Brazil and
India replaced the Netherlands and Italy. As in Figure 10.3, a majority of
exporters in the top ten were EU member states. 

With this data in mind, one sees that particular EU states have signif-
icant material interests in Morocco. The main thrust of the EMP’s
second pillar, despite the rhetorical commitment to more normative
values in the first and third pillars, is the economic integration of south-
ern Mediterranean states into the European economic sphere of influ-
ence. For states such as France and Spain, the area is a very significant
market for European consumer goods, and also an area with significant
potential for growth.33 This supports H. Smith’s argument that the EU
is effective in promoting domestic economic interests abroad.34 Given
these material interests, therefore, it is in some EU states’ interests to
marginalize issues of democracy and human rights. In their calculation
of interests, there is a perceived zero-sum game: either ignore issues
such as human rights abuses in the hope of consolidating economic
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gains for EU states; or attempt to pursue such issues and potentially
lose the support of the Moroccan administration, which may subse-
quently seek trade with other non-EU member states, and thereby
decrease economic benefits.

External policies: a 2nd order status

In sum, analysing the evolution of both types of political and economic
relations in the EU, it is reasonable to argue that EU foreign policy over-
all constitutes a 2nd order one. The evolution of the CFSP clearly shows
a lack of harmonization at the supranational level, given that member
states still seek to retain the final word when dealing with security
issues. The evolution of economic agreements, as seen in the EMP,
reflects how not all EU objectives are attained: while global economic
trade has increased, European “norms” such as democracy and human
rights, which are linked to some trade agreements, have been ignored
and have therefore had very little force. This is because of the ability of
certain member states to control the agenda for their own benefit: it is
not a priority for either the Commission or member states to “uphold”
the normative values embodied within the EMP, for example, because
the concerns of certain member states about issues such as regional
stability will always be deemed more important. Considering these
dimensions of EU external policy, the evolution of the policy illustrates
that it is difficult to either achieve EU-wide consensus on security issues
(external political relations) or ensure that all the normative EU values
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are respected under trade agreements (external economic relations). With
this in mind, one sees that supranational agreements that are deemed
more significant than national level preferences are not found in the over-
all evolution of the policy area: decisions based on domestic level
concerns remain paramount. As will be seen in more detail in the analy-
sis of the Iraq crisis in the next section, national sovereignty in this policy
area is still broadly accepted because deeper integration in foreign policy
is not actively pursued and, in fact, is opposed by many member states.

The Iraq War: an intergovernmental explanation of the absence
of a unified European position

The United States led invasion of Iraq in March 2003 was arguably one
the most significant foreign policy issues over the last 50 years and
clearly divided member states in the EU. While many writers, academ-
ics and observers in general have expressed different viewpoints on the
war, it is sufficient to say for the purposes of this book that the attack
remains for many critical observers an act of injustice while, for the less
critical, it was something that needed to be done. 

The latter view was held by US President George Bush, who had taken
a tougher stance on Iraq since September 11, 2001, as discussed by authors
such as Ismael and Ismael,35 and who had the support of special pro-
Israeli lobbyists and domestic groups when it came to foreign policy
making in the Middle East, as discussed by Terry.36 The Bush camp justi-
fied military intervention in Iraq on three main grounds. The first was the
apparent existence of weapons of mass destruction. This was a major
issue, despite calls from UN’s Chief weapons inspector Hans Blix that
more evidence was necessary. The second factor related to the abuse of
human rights in Iraq under President Saddam Hussein. However, the
United States actually failed to recognize that such abuses were similar to
those pursued by states such as Chile that the US had supported in the
past as documented by Dorfman.37 The third reason was the overall threat
to regional stability posed by the Hussein administration, a regime that,
ironically, had received the support and backing of the United States in the
1980s. Bush’s call for war, as opposed to attempting a peaceful resolution
through the United Nations, was supported by what was referred to as the
“coalition of the willing”, including most notably Tony Blair of the UK,
Silvio Berlusconi of Italy and José Maria Aznar of Spain.

On the other hand, several states throughout the world – presumably
the “coalition of the unwilling” – opposed the lack of any attempt by the
United States to seek a peaceful resolution, and they therefore heavily
criticized the eventual invasion and occupation by the United States as
being illegal under international law, as highlighted in Mandel’s work.38

This criticism would escalate as the insurgency continued, with the reve-
lations that there were no weapons of mass destruction to be found, that
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the US had instigated its own style of human rights abuses by torturing
and killing suspected terrorists in Iraq, and that those states that had
cooperated in the invasion were the first to receive lucrative contracts.
The most significant EU critics of the war were Gerhard Schröder of
Germany and Jacques Chirac of France, two EU states that are not histor-
ically known for seeing eye-to-eye on foreign policy and security issues.
The critical stance against the invasion that was held by some states is
shared in the sentiments of authors such as Ismael and Haddad,39 as well
as Anrove,40 who have argued that sanctions and war against Iraq have
centred around issues of consolidating the position of states such as the
USA, who have been more interested in the strategic oil reserves in the
Middle-East than in human rights violations and the existence of
weapons of mass destruction. 

The Iraq war was not only a divisive issue amongst the leaders of the
EU; Kritzinger41 has examined and explained what a divisive issue it
was amongst the élites and the masses by focussing on developments
in France, Germany, Italy and the UK. As seen in Table 10.1, data
collected shortly before the war show vividly how EU citizens from all
these states (and indeed all EU states) were clearly opposed to any war
that was not sanctioned by the UN, while in January 2003 a majority of
Germany citizens were against even a UN-backed war.

By February 2003, a month before the invasion, 69 per cent of all
Germans wanted their government to vote against any UN resolution
for war, 71 per cent of all Italians were unsupportive of a military inter-
vention even if authorized by the UN,42 and 45 per cent of all British
rejected war even with a second UN resolution.43

Kritzinger44 argues that in order to understand the apparent diver-
gence between the mass publics in the UK and Italy and their leaders,
attention must be paid to the “war” dimension that guided most EU
citizens during the period, as opposed to the “democracy” dimension
that guided “conservative” political élites in the UK45 and Italy. The
“war dimension” refers to the idea of a deep-rooted rejection of war
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Table 10.1 Public opposition to war in January 2003

Source:EOS Gallup poll January 2003,published by the BBC,as presented in Kritzinger (2003).

Opposed Without UN support With UN support

France 87 % 29 %

Germany 89 % 51 %

Italy 88 % 32 %

UK 69 % 16 % 
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for political and religious reasons along with the belief that diplo-
matic strategies should first be pursued in order to deal with the
international crisis (as was felt by leaders of France and Germany as
well). This was coupled with fears that pursuing military interven-
tion might result in either increased terrorist activity, something
later manifest during the Spanish general elections of 2004 as
discussed by Chari,46 or increased economic uncertainty in Europe
due to the negative consequences of further terrorist activity. Added
to this, many European citizens did not trust the United States which
seemed to be pursuing an imperialist strategy47 that was aimed not
at preserving peace,48 but rather at promoting war and controlling
oil. The “democracy dimension”, most particularly seen in some
domestic leaders, such as Blair and Berlusconi, not to mention Bush,
was that unless military intervention in Iraq was pursued, there
would in their view be a threat to “democratic values” that western
states had the obligation to uphold.

With the above dynamics between various member states in mind,
how can one attempt to evaluate the failure of the EU to act with a
unified voice during the Iraq crisis? From the outset, it is important to
note that this analysis is not based on examination of the initiation and
negotiation of policy per se that has guided policy formulation analy-
sis in the previous chapters: after all, the EU did not officially formulate
a policy position with respect to the Iraq War. Rather, this analysis seeks
to explain why there was no formulation of a common position
towards Iraq despite the principles laid out in the CFSP.

Chari and Cavatorta49 argue that in order to understand the failure
of the CFSP during the Iraq crisis, attention must be focussed specifi-
cally on the actions of the Council, pointing to the importance of the
intergovernmentalist perspective in explaining the EU’s failure in Iraq.
The theoretical ideas for this argument are grounded in the work of
those such as Hill,50 who state that foreign and security policy matters
remain issues of “national sovereignty” which member states are
unwilling to see developed at the supranational level, as mentioned in
the first section of this chapter. Extending on arguments raised by Hoff-
man,51 Chari and Cavatorta argue that notions of national sovereignty
as discussed by Hill are also:

coupled with other factors that have (historically) played a part
of the states’ calculation of foreign policy interests: states such
as the UK have favoured “Atlantic” ties; those such as France
and Germany have sought to solidify links with each other in
order to become leaders on the world stage within Europe; and
smaller states such as Ireland remained ambivalent about the
future of CFSP based on pure cost-benefit analysis and
concerns regarding the loss of foreign policy “neutrality.”52 
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These factors became particularly relevant during the Iraq Crisis. The
UK under Blair was clearly in favour of acting in line with its so-called
“special-relationship” with the United States, presumably guided by
the “democracy-axis” discussed above. It is significant to note that,
historically, UK leaders such as Thatcher have sometimes distanced
themselves from the United States on some of its foreign policy stances,
as seen in the US invasion of Grenada in the 1980s. Interestingly, in the
case of Iraq, the United States was joined not only by the Italians but
also by José Maria Aznar of Spain, who sought to increase the country’s
international profile. The idea here, as outlined by Heywood,53 was for
Spain to flex its muscles on the world stage by allying itself more firmly
with the United States, while also appearing to be strong in the face of
domestic terrorist threats represented by the Basque organization ETA,
which seeks independence for the Basque Country. Although France
and Germany did prefer to seek resolution of the crisis through the
United Nations, they, too, arguably had their own interests in trying to
seek to consolidate their positions as the leaders of Europe by exploit-
ing their positions as being representative of that of all citizens of the
EU. Smaller EU states such as Ireland, that have historically remained
neutral during international conflicts, similarly felt that openly taking
a position for or against war in Iraq would betray their policy of
neutrality, which they maintained even if it meant that this would also
prevent a European solution from emerging.54

All in all, EU member states were guided by divergent interests. Insti-
tutional leaders of the EU such as Commissioner Patten ultimately
concluded that member states “do not accept that Europe could have
“occupied the [foreign policy] space”,55 and that the policy area was
therefore controlled by differing national interests. Given the lack of
unity, supranational actors such as Javier Solana could not be in a position
to develop a EU strategy. As Chari and Cavatorta argue:

there is little doubt that the institutional procedures governing
CFSP are cumbersome and that the Commission is not fully rele-
vant in this policy area. It is also true that … Javier Solana, is
perceived as being controversial [given his previous U-turn on
Spain’s joining NATO in the 1980s] and being biased [in light of
his Atlanticist ties as General Secretary of NATO in the 1990s].
Yet, the real issue seems not to be the decision-making structure
of CFSP itself, or Solana’s role in it, but the political will of the
domestic actors. ... For example, during the crisis [EU President]
Prodi acknowledged that better instruments and improved deci-
sion-making mechanisms are needed to create a real political
Union, but he also strongly pointed out that the MSs failed to
decide if they wanted the project crystallised. ... Indeed, a stark
reminder of the failure of the EU to speak with one voice is the
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absence (bar a very general statement) of any strong CFSP state-
ments during the crisis. Its presence could have allowed Solana
to pursue concrete measures, but the lack of agreement between
the MSs made his position irrelevant.56 

To conclude, examination of developments during the Iraq War demon-
strates how external political relations remain the concern of member
states. As such, they are best characterized from the intergovernmental-
ist perspective. In this specific case, member states were unable to come
to an agreement on a common European position due to their own
incompatible interests: the UK’s priority was to maintain its so-called
special ties with the USA; Spain’s tough stance was motivated by its
desire to increase its ties to the United States while also helping thwart
its own domestic terrorism; in France and Germany there was a desire to
avoid confrontation at all costs while still being representative of “Euro-
pean” views and being perceived as the “true” leaders of Europe; and
countries such as Ireland did to want to abandon their historical policy
of military neutrality. Nor was the supranational level able to spearhead
an agreement between the different states, given that its jurisdictional
powers were limited in terms of being able to initiate a policy position.

Thus, in order to explain the EU’s failure during the crisis, ideas
raised by intergovernmentalism are crucial: member states with differ-
ing views had the final say and they did not have the will to attempt to
formulate a common position. From a different vantage point, ideas
raised by supranational governance theories are of limited value in
explaining the failure of the EU to act decisively in Iraq. This is because,
as discussed above, the institutional power of the Commission is
limited given the omnipotence of the Council in foreign and security
issues, and other EU institutions such as the EP and the ECJ have no
codified role in the policy area. Similarly, the other theoretical perspec-
tives discussed in Chapter 3 are of limited value in explaining why the
EU did not speak with one voice. There was no decision-making role
for potential interest groups, especially those concerned about human
rights abuses, which suggests that ideas raised by pluralists are irrele-
vant. Although all of the EU’s trade union organizations were against
the attacks, their concerns were not afforded any forum at the EU level,
which suggests that corporatism is of little value in explaining the EU’s
inability to take up a stance. Similarly, the DEC perspective is of little
explanatory value since no privileged position was given to economic
interests in terms of developing the EU position. 

One might hypothesize that some EU businesses in the UK, Italy and
Spain may have had vested interests in winning the war in Iraq, given the
potential for lucrative contracts, and that businesses therefore exerted
direct pressure on these member states as they had in the CAP negotia-
tions (Chapter 7) where economic actors attempted to influence the
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Council. But there are two main problems with this argument that
economic élites played an important role during the Iraq crisis. First,
there is little “on the record” evidence to suggest that there was direct
participation by economic élites when countries such as the UK, Italy, and
Spain were choosing to go to war with Iraq. In fact, several European
businesses with direct trading links to the Middle East were arguably
concerned about going to war with Iraq on account of the regional insta-
bility that might ensue. Second, even if there were such evidence pointing
to the importance of business influence, one may reasonably argue that if
business pressure were so strong, one would have also expected that
states such as France and Germany, arguably home to businesses with the
same interests as those found in the UK, Italy and Spain, would have
succumbed to these economic interests and pursued a “pro-war” policy.
Yet, this did not happen. With this in mind, arguments from the intergov-
ernmentalist camp that member states formed their positions primarily
by considering their national security goals, as well in some cases their
relationship with the United States, seem to be more convincing.

Conclusions

The first part of the chapter examined the key aspects of EU external
policies. It first dealt with the evolution of foreign political relations by
an examination of the EU’s Common Foreign and Security Policy. It
contended that the divergent security interests of the different member
states have resulted in the CFSP being rather toothless, resulting in a
weak and decentralized EU in this issue area. It then considered the
evolution of external economic policies through an analysis of different
bilateral and multilateral agreements. Attention was focussed on the
Euro-Mediterranean Partnership, which seeks to promote trade
between the EU and countries of the southern shore of the Mediter-
ranean, while simultaneously promoting democracy and human rights
in these countries. It was argued that, in terms of reaching its overall
objectives, the EMP can be considered a failure: even though there is
increased economic integration with the southern Mediterranean, the
EU has failed to promote its normative values of human rights and
democratisation, partly because of the “economic” and “regional stabil-
ity” interests of some member states such as France and Spain. Given
the lack of anything approaching full harmonization at the EU level, it
was argued that this issue area remains one of 2nd order status.

The second part analysed in more detail the dynamics surrounding
the Iraq War of 2003, seeking to explain why the EU was unable to
formulate a policy position on this international crisis. It was argued
that the intergovernmentalist school is most convincing in explaining
developments in this policy area: member states had divergent views
and were unable to agree to a common position. This, coupled with the
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weak institutional structure at the supranational level (which would
help explain why ideas raised by supranational governance scholars
have little explanatory importance in this case), meant that the EU
could not speak with a unified voice. Nor is there strong evidence to
suggest that different types of interest groups were consulted during
the process of trying to attain a common EU position, pointing to the
irrelevance of ideas raised by pluralist, corporatist, and DEC perspec-
tives when seeking to explain the EU’s inability to arrive at a common
position towards the Iraq War.
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11 Conclusions: understanding
the present, changing the
future

The first chapter started with the idea that politics is policy. Policy
consists of decisions made by leaders that significantly affect the daily
lives of all citizens. The chapter ended with the idea that policy is
politics: the way policy is made, the people who make it and the
ambitions that drive such actors, all help determine the nature of poli-
cies and, therefore, their eventual impact on citizens. With these ideas
in mind, this book has been concerned with understanding and
explaining EU policy outputs and the politics behind them. Certainly,
many books have been written on the EU over the last 20 years.
However, with increased world instability in the wake of the Iraq
crisis, future enlargement questions over states such as Turkey and
the apparent demise of the European Constitution in the wake of the
French and Dutch referendums in 2005, there has never been a more
salient and urgent time to better understand EU pubic policy. The
challenge we face is to answer a range of questions. These include:
what are the objectives and the evolution of EU public policies?
Which actors have had more power when formulating them? How
can the formulation process of the various policies be comparatively
and theoretically characterized? And what are the consequences of
how policies have developed (and how policies have been made) for
those living in European political space today?

This book has attempted to rise to this challenge by offering readers
the tools and the evidence to better understand the “policy and poli-
tics” of the EU. In this regard, Chapter 1 first outlined what was meant
by the terms 1st and 2nd order policies. On the one hand, 1st order poli-
cies represent issue areas where one sees a centralized and strong EU
that seeks to make its mark in the global economy vis-à-vis major play-
ers such the United States and Japan. In such areas, there has been a
smooth transfer of power from the national to the supranational level
in order to create a strong and internationally competitive Europe. On
the other hand, in 2nd order policies there is a decentralized EU where
member states are reluctant to give up their power. Thus, national
governments have maintained their sovereignty in these issue areas
and Brussels’ policy competences in such areas remain weak and ill-
defined. It was argued in the first chapter that a main goal of this book
was to test whether or not the 1st and 2nd order classification was a
valid one and, if so, to explain why this has developed by focussing on
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the actions and interests of those involved in policy making. A further
goal was to theoretically characterize such developments in order to
gain a more nuanced view of European integration.

Chapter 2 offered the first set of tools needed to better answer these
questions by identifying the different actors involved in EU policy
making. Here we elaborated on the role of EU institutional players that
are of particular importance in policy initiation. One main EU institu-
tion is the European Commission, which is the EU’s administrative
arm, headed by Commissioners that are appointed from each member
state. The Council of Ministers represents the other half of the EU’s
dual executive and consists of the ministers of the national govern-
ments of member states. The other main EU institutions are the Euro-
pean Parliament, which consists of elected Members of Parliament, and
the European Court of Justice, which is the EU’s highest judicial body.
Non-EU institutional players involved in policy negotiation, largely
referred to as interest (or lobby) groups, were also examined. These
include specific corporate interests (such as the European Round Table
of Industrialists and UNICE), transnational trade union organizations,
and other social groups.

Chapter 3 then developed the second set of tools by presenting the
reader with conceptual frameworks to better understand the interaction
between these different types of actors in the policy-making process, as
taken from the comparative politics and European integration theory
literature. The five main theoretical perspectives that were discussed
were intergovernmentalism, supranational governance, pluralism,
corporatism and the dominant economic class (DEC) perspective. Inter-
governmentalism argues that in order to understand EU policy making,
the focus should be on the Council of Ministers. The supranational
governance approach contends that power resides not in the Council, but
in the main supranational institutions such as the Commission, EP or
ECJ. Pluralism holds that the policy process can be best explained as a
consequence of interaction between a plurality of interest groups, all of
which have roughly equal access to policy making. Corporatism holds
that policy making is best understood as a process involving the semi-
institutionalized positions of labour, capital and political system repre-
sentatives. And the DEC perspective contends that public policy is a
consequence of the goals and actions of capital interests who exercise
disproportionate policy-making influence compared to any other actor. 

Chapters 4 through 10, which constituted the empirical heart of the
book, then turned to analysis of specific EU policies. The first section of
each policy chapter analysed the policy’s historical development in order
to better understand whether its evolution sees either a strong, central-
ized EU (1st order policy), or a weak, decentralized one (2nd order
policy). The second section of each chapter then focussed on the different
actors that have been involved in the formulation of different directives,
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regulations or initiatives in the various policy areas. Based on this
evidence, the process was characterized, using the theoretical perspec-
tives presented earlier. Chapter 4 first examined single market policies,
which are concerned with the establishment of a neo-liberal free-trade
area for Europe. Chapter 5 then paid attention to competition policy,
which has as its objective the creation of competitive conditions in the
single market. Chapter 6 focussed on Economic and Monetary Union, or
the establishment of the single European currency. Chapter 7 analysed
the Common Agricultural Policy, whose main objective is to redistribute
EU budgetary funds to farmers. Chapter 8 turned to the analysis of EU
social policy, including the Social Charter and Social Protocol. Chapter 9
focussed on freedom, security and justice policies, which are concerned
with areas such as immigration and asylum. And finally Chapter 10 stud-
ied EU external policies, including the Common Foreign and Security
Policy (CFSP).

Seeking to summarize our understanding of the policies that have
been pursued at the EU and the motivations of the actors that have
driven them, this chapter offers answers to the two principal questions
behind this book. First, is there cogent evidence to support the idea that
there are 1st and 2nd order policies in the EU? Second, if so, why and
how do policies become of 1st or 2nd order nature? After turning to these
two questions, the chapter elaborates on the usefulness of the different
theoretical perspectives that have been used here to understand policy
making in the EU. We conclude by considering how these findings may
help students and European citizens reflect on their future.

1st and 2nd order policies in the EU? 

In order to answer the first main question – namely, whether or not
there is evidence of 1st and 2nd order policies in the EU – the first part
of each empirical chapter focussed on the objectives and evolution of
specific policy areas. Taking all the evidence together, one can conclude
that there is evidence that points to a hierarchy between EU policies as
demonstrated in the second and third columns of Table 11.1.

The second column of Table 11.1 indicates that single market, compe-
tition, economic and monetary and agricultural policies constitute 1st
order policies, reflecting a strong and centralized EU in these areas that
is seeking to exert itself as a unified entity on the world stage. It is useful
to recall the specific developments in each of these policy areas that
support this idea. In terms of the evolution of single market policy, it was
felt by political and economic élites in the mid 1980s that the only way to
recover from the economic decline of the 1970s was to pursue a single,
integrated capitalist market which would allow for the free movement of
goods, services and capital between borders. The 1986 Single European
Act therefore had as its priority to remove physical, fiscal and technical
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barriers between member states through what was known as the 1992
Programme. Data showing how member states have increasingly trans-
posed single market directives from Brussels formed the heart of the
evidence demonstrating a strong, centralized EU in this policy area. The
success of the single market was also illustrated by data highlighting the
increase of trade and investment in the single market since the early
1990s. Evidence of the subsequent development of a strong single
integrated market that is internationally competitive was also seen in
Eurostat trade integration data.

Competition policy’s 1st order status was reflected in member states’
active implementation of supranational competition initiatives relating to
issues such as state aid control and liberalization. Member states have also
given Brussels a strong role in regulating mergers and investigating
whether or not European firms are engaging in restrictive practices. Given
these developments it was argued that a transfer of competences from the
national to the supranational level has taken place very smoothly in
competition policy, allowing the supranational level significant power in
ensuring the functioning of an internationally competitive single market.

With regard to EMU, economic and political leaders believed that if a
single, competitive market were to be fully efficient and allow a strong role
for Europe in the world economy, then a single currency was necessary. In
such a currency zone, interest rates could no longer be controlled by
national administrations and fiscal discipline would also be imposed. To
show how the EMU was considered a priority, specific attention was paid
to the evolution of the so-called convergence criteria outlined in the Maas-
tricht Treaty. The evidence highlighted how member states made serious
efforts to decrease deficits and debts throughout the 1990s by pursuing cuts
to social welfare programmes. States also pursued initiatives to promote
low-inflationary economic growth, such as deregulation of labour
markets.1 The priority given by the supranational and domestic leaders to
the EMU is also reflected in international market data, where the euro has
become one of the leading world currencies in little over five years. 

Finally, the Common Agricultural Policy is a redistributive policy
aimed both at ensuring the livelihood of a specific economic sector,
namely farmers, and stabilizing the supply of strategic agricultural prod-
ucts. Such a policy not only safeguards specific (large) farmers’ liveli-
hood, but also protects them from potential international shocks, while
allowing for the dumping of subsidized EU goods in international
markets such as Africa and Asia. It was argued that the CAP is a 1st order
policy for two main reasons. First, it is a centralized policy at the EU level
which gives subsidies for all European farmers, thereby resulting in a
relatively minimal role for national administrations in the policy’s imple-
mentation. Second, of all redistributive mechanisms of the EU, including
structural funds, cohesion funds and research and development, the CAP
receives the largest percentage of the EU budget.
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If the above demonstrates how some policies could be characterized as
1st order ones, the third column of Figure 11.1 shows that social policy, free-
dom, security and justice policies, and external policies constitute 2nd
order ones. In these issue areas, the EU generally does not speak with a
unified voice and the member states still retain sovereignty. In other words,
one sees a weak and decentralized EU in these policy areas where member
states still retain their power. There has been a generally weak development
of EU social policy because strong EU-wide norms in issues such as wages
and working conditions are absent. In addition, lack of harmonization in
this policy area is also evident in the various non-binding agreements
between member states, which are quite numerous compared with the
number of directives that have been passed over the years. This means that
many social policy agreements lack any real force, given that member states
have the freedom to abrogate the (non-binding) EU regulations in the area.
This results in national regulations remaining paramount in importance.

It was argued that freedom, justice and security policies were of 2nd
order status for four related reasons. First, many states retain “opt-
outs” for several of the supranational initiatives in this area, as seen in
recent immigration initiatives, the Schengen Accord and the European
arrest warrant. This results in EU policies lacking any real force, while
national regulations maintain their importance. Second, the develop-
ment of fundamental policy approaches still remains the prerogative of
member states, thereby nullifying any related supranational initiatives.
This was particularly seen in the case of citizenship: even if someone is
born on European soil, the member state still decides on his or her
nationality and, therefore, whether or not he or she can become a Euro-
pean citizen. Third, these policies remain of 2nd order importance
because the scope of supranational initiatives remains limited. For
example, even though there have been policies for the reunification of
families of third-country nationals living in the EU, not only have some
countries opted out, but also there are still no supranational regulations
on the entrance of third-country nationals who are students, trainees,
volunteers or self-employed. Finally, there is a lack of centralization in
freedom, justice and security policies. This was seen in the case of
asylum processes where there is no centralized European authority that
can oversee all cases, resulting in a plethora of different national rules
being applied to those seeking asylum in the EU.

Finally, EU external policies remain of 2nd order status for various
reasons. At the political level, the EU has been unable to speak with a
unified voice during international crises, as most recently seen in the Iraq
War of 2003. States such as the UK and Spain desired to align themselves
with the United States and attack Iraq; those such as France and Germany
preferred a UN-led solution; while others such as Ireland and Austria
remained theoretically neutral throughout the crisis. The Iraq crisis helps
illuminate how the evolution of the CFSP points to a lack of harmonization
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at the supranational level, given that national governments seek to main-
tain the final say with respect to security issues. At the economic level, it
was also argued that although there are increasing bilateral and multilat-
eral trade agreements between the EU and parts of the developing world,
the principles of such agreements are not always followed. This was
particularly seen in the Barcelona process, which seeks to promote not
only trade between the EU and the southern shore of the Mediterranean,
but also respect for human rights and democratization in the area. Specif-
ically focussing on the case of Morocco, it was suggested that although
trade with the region has increased, the EU’s normative values of human
rights and democratization are not respected. In order to understand why
such EU agreements have not therefore been rescinded, attention must be
paid to the preferences of some member states who seek regional stability
coupled with increased economic and security benefits. Taking both
dimensions of external policies together, it was concluded that national
level preferences have been more important than strong supranational
initiatives in this issue area.

In summary, one sees evidence over the last 30 years that creating a neo-
liberal, single-currency, free-market area in order to make the EU compet-
itive vis-à-vis economies such as Japan and the United States was of 1st
order priority. Efforts have also been made to protect this market from
international pressure in certain sectors, such as agriculture. These policies
– on the single market, competition, economic and monetary union, and
the CAP – can thus be demarcated as 1st order policies. These policies,
which are largely economic in nature, have been strongly developed at the
EU level in order to allow the EU as a whole to be a strong, centralized
economic power in the global economy while benefiting capital actors in
the process. Such policies have been deemed a priority to develop in Euro-
pean political space. In pursuing such initiatives, however, other policies,
referred to as 2nd order policies, have been largely ignored at the EU level.
In these areas, which include social, immigration and external security
policies, one sees that national governments have maintained their sover-
eignty and have been cautious about pursuing EU-wide norms. Thus 2nd
order policies do not form a key part of EU policy making and the EU
remains weak and decentralized in these policy areas. In order to under-
stand why this two-speed policy space has developed, the next section
considers who has been involved in the policy formulation process.

Explaining the policy hierarchy: the role of capital actors

In order to shed light on why policies become 1st and 2nd order in
nature, the second part of each empirical chapter offered evidence on the
processes by which different rules, regulations and directives were
decided on in the specific policy areas. The initiatives that were examined
were the Single European Act (single market policy), the Merger Control
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Regulation (competition policy), the Economic and Monetary Union
(economic and monetary policies), The MacSharry, Agenda 2000 and
Fischler Reforms (Common Agricultural Policy), the Social Charter and
Social Protocol (social policy), family reunification of third-country
nationals (freedom, security and justice policies) and the European posi-
tion towards the Iraq War2 (external policies). Analyses were made of the
actors involved in the policy formulation process of these different initia-
tives and which factors drove them. Taking all the evidence together we
can therefore ask: is there a relation between the existence of a hierarchy
of policies and the actors involved in their formulation?

An answer to this question starts with examination of the fourth and
fifth columns of Table 11.1. Summarizing the evidence presented in the
book, these columns indicate which actors have been involved in the
two main stages of policy formulation: policy initiation and policy nego-
tiation. It is important to recall that policy initiation refers to the EU insti-
tution responsible for first conceiving and drafting the regulations, rules
or directives that were pursued. Policy negotiation refers to the stage
where policy is shaped and bargained over by potential actors, including
those such as interest groups that are outside the EU institutional struc-
ture. The fourth column shows that the Commission was the predomi-
nant actor when policy was initiated. In contrast to this, the fifth column
indicates that different actors along with the Council were involved in
policy negotiation in a majority of the public policies studied. The differ-
ent actors may include capital actors and socially based interest groups,
depending on the policy area.

Comparative analysis of the second and third columns of Table 11.1
(which show whether or not a policy is of 1st or 2nd order status) with
the fourth and fifth columns (which show which actors were influential
in the respective stages of each policy’s development) indicates that what
binds all 1st order policies, and distinguishes them from 2nd order ones,
is that capital actors have been involved in their negotiation. 1st order
policies have had the active support and influence of business actors
who have negotiated alongside either the Commission (as seen in the
Single European Act and the Merger Control Regulation) or the Council
(as seen in Economic and Monetary Union and the Common Agricul-
tural Policy reforms throughout the 1990s and 2000s). This correlation
may go a long way in explaining why such policies have been considered
a priority to develop at the EU level. No other policy-making actor has
been consistently involved in the formulation of 1st order policies. The
Council and Commission, for example, are sometimes – but not always
– involved in the negotiation process of 1st order policies.

Of all capitalist organizations, the European Round Table of Industri-
alists (ERT) has been one of the most influential in assuring that there is a
strong centralized EU in 1st order policies. The ERT was originally formed
to push for and develop a model for a neo-liberal European market; it was

UNDERSTANDING EU POLICY MAKING

[ 218 ]

Chari_11_Chap 11.qxd  23/05/2006  14:19  Page 218



heavily involved in the development of merger control regulation, and it
was instrumental in setting the timetable for economic and monetary
union. The ERT worked alongside different actors in the EU institutional
structure – whether at the Council or Commission level – pressurizing
them to iron-out policies which would allow for conditions of capital accu-
mulation within a single, integrated, free market. As far as European polit-
ical leaders were concerned, this agenda that was promoted by business
would also consolidate the position of the European market in the world
economy. 

The views of supranational and domestic political actors were in part
structured by the capitalist economic framework in which the EU politi-
cal system functions. In order to develop an efficient market that is
competitive in the world economy, policy input from economic actors –
the major drivers of the economic system – was vital. A barrier-free
market, as promoted by the SEA, would increase trade and investment
both from within and from outside Europe. A completely liberalized
market which would take the state out of the economy, as promoted by
competition policies, would increase the market’s international compet-
itiveness and foster growth. And a single currency zone would consoli-
date a position for Europe in world currency markets, not to mention
decrease transaction costs incurred when business was operating in the
single market. The input of large farmers also ensured that their sector
would be protected, while allowing for increased profits for large farm-
ers: in comparison with small farmers, large farmer won out. Farmers in
third world markets have also been forced out of business by the dump-
ing of EU products on their markets. The development of all of these
policies has therefore seen the direct participation of economic actors
who wanted regulations and rules that would serve their own interest.
This has gained the enthusiastic support of both supranational and
domestic policy makers wanting to make Europe competitive economic
vis-à-vis regional competitors in North America and Asia.

In contrast, capital actors have not played a significant role in the
formulation of 2nd order policies. In fact, economic élites remained either
indifferent or uncommitted during the development of what become 2nd
order policies. For example, organized business has largely remained
indifferent to the implementation of the CFSP, while they have also
refrained from voicing too strong an opinion about issues such as immi-
gration and asylum. In both of these issues, member states have expressed
their desire to maintain their sovereignty and capital has not reacted
against this. One may argue that this is because development of these poli-
cies is not directly related to increasing profits for business. Nor would
development of 2nd order policies make Europe more competitive in the
global economy. In fact, as social policy shows, development of some 2nd
order policies might prove costly to business and have the end result of
potentially decreasing trade and investment. For example, economic élites
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have little desire for fuller labour market re-regulation at the European
level because it would increase costs to business and therefore not offer
greater profits or opportunities for expansion.

Given this evidence, one may argue that the role of EU institutions
such as the Council or Commission, while important, are not essential in
explaining whether or not a policy will become of a 1st or 2nd order
status. This does not mean that EU institutions are insignificant in the
policy process. In fact, this book has shown that policy is initiated at the
EU institutional level and in this respect the Commission has played a
crucial role. It does mean, however, that irrespective of where policy
formulation starts, “who” is involved in the negotiation process does
matter. If certain actors are (or are not) involved in policy negotiations,
this has implications for whether or not a policy will be deemed impor-
tant. More particularly, the general rule is that the inclusion or exclusion
of capital actors in the negotiation stage of a policy is fundamental in
determining whether or not it will become a priority for Europe.

When there is unified capitalist interest in harmonization, this will be
crucial in influencing the status of the policy: when economic élites are
involved and fully committed to developing an initiative, it is more likely
that it will become of a 1st order nature. Developing these 1st order poli-
cies, which are mostly economic in nature, will help foster a strong central-
ized EU that will make its mark against others in the world economy. Such
conditions concomitantly allow business to work in optimal operating
environments conducive to increasing accumulation. Furthermore, supra-
national officials will promote harmonization, while member state
governments are rationally willing to cede a certain amount of power, in
these areas because this will help strengthen the economic system within
which the political system operates. Or, from a different vantage point, a
strong economic system assures the survival and longevity of the political
system wherein supranational and domestic political officials operate.

The indifference or absence of capital actors in policy negotiation
means it is more likely that a 2nd order policy will develop. In addition,
in these policy areas the issues are likely to be seen as impinging on
territorial integrity and, hence, affecting a crucial part of traditional
sovereignty. With regard to such policies, which are largely non-
economic in nature, member states will retain sovereignty and the EU
will remain decentralized. The diversity of the member states’ positions
in these areas will lead them to be characterized by non-harmonization
and weak, non-mandatory recommendations.

Supranational governance or intergovernmentalism? 
Not really – it’s just a matter of class

What are the implications of these findings for the theoretical study of
European integration? Given the significant role of capital actors in
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shaping a two-speed policy space in Europe, a theoretical argument that
stems from this work is that students of EU politics are somewhat
misguided in paying attention solely to EU-based theories in under-
standing EU policy making. This study has shown that EU-based theo-
ries such as supranational governance or intergovernmentalism, while
remaining very useful, are of limited value in explaining the hierarchy of
policies in Europe and the subsequent development of policy priorities.
Rather, a plurality of theoretical perspectives is needed to understand EU
integration and how EU public policy has evolved.

Certainly, the sixth column of Table 11.1 indicates that supranational
governance is significant in explaining policy initiation in many areas. In
this regard, the Commission played a key role when compared with other
EU institutions such as the EP or ECJ in many cases. This suggests that
supranational governance is important in explaining policy initiation.
Column seven, in contrast, demonstrates that the Council rather than the
Commission enjoyed a primary role during policy negotiation in several
areas. This lends to the idea that intergovernmentalism is important in
explaining some elements of policy negotiation. However, when columns
two and three of Table 11.1 (which indicate whether or not a policy is 1st
or 2nd order) are compared to columns six and seven (which show the
theoretical perspective which best characterizes policy initiation and
negotiation), one sees that there is a strong relationship between the DEC
perspective and whether or not a policy is 1st or 2nd order. 

The DEC perspective is the only theoretical school that helps charac-
terize all 1st order policy negotiation processes, and at the same time the
DEC element is always absent in the policy negotiation of 2nd order poli-
cies. This perspective is therefore of strong explanatory value in under-
standing why deeper integration has been achieved in some policy areas
than in others. This emphasizes the importance of economic actors in driv-
ing European public policy in a direction that seeks to allow business the
freedom to operate while consolidating Europe’s place in the global econ-
omy. Corporate Europe has been given a privileged EU policy-making role
in economic policy making, in a similar vein to that described by authors
writing within the DEC perspective. Corporate actors have been allowed
an almost exclusive position to negotiate alongside different EU institu-
tional actors such as the Council and Commission when deciding the
economic dimensions of Europe. This leads to a somewhat complex
policy-making process that allows elements of the DEC to exist alongside
those of the supranational governance and intergovernmental actors
when policy is negotiated. Such a role for capital has allowed the devel-
opment of public policies that promote the interests of business: a neo-
liberal, single-currency, highly competitive market in the global economy
in which the state plays a limited role in economic development. 

In contrast to the DEC perspective, pluralism and corporatism are of
no value in characterizing 1st order policies. However, elements of both
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theories were found in 2nd order policies. In particular, pluralism was
evident during the negotiation of immigration initiatives, while corpo-
ratism was manifest to some degree during social policy development.
One may argue that labour and other social organizations were allowed
representation in these 2nd order policy areas precisely because they
were issues that were of limited importance in European political space.
Because the EU would remain decentralized and weak in these policy
areas, these groups were allowed to participate in the policy-making
process. By appearing to be open and receptive to labour and social
groups in these 2nd order policy areas, the EU institutional structure
would appear to be pluralistically “open” to various interests. This
perception would increase the EU’s legitimacy in the eyes of many citi-
zens. Yet, because these policies were of secondary importance, these
social actors’ participation was actually of limited impact. Furthermore,
social groups were not allowed representation in the 1st order policies
that really mattered: they were not represented in the formulation of the
SEA, they were absent in MCR negotiations, they were not consulted
during EMU negotiations, and they were largely sidelined in recent CAP
reforms, including the Fischler ones of 2003. But one may argue that
allowing social actors participation in policies such as the Social Charter
and Reunification of third-country nationals was intended to appease
such groups. Any potential discontent arising from not participating in
the major EU deals would be quelled by allowing symbolic policy partic-
ipation in issues of minor importance to the EU. From this perspective,
if there are elements of pluralism and corporatism in the EU formulation
process, this is simply a symbolic gesture to social groups, allowing them
to participate in a process that will have no major consequence for the
future of the EU in the global economy.

Understanding the present, changing the future

Returning to the reference made to Orwell’s Animal Farm in the begin-
ning, this book has demonstrated that all EU policies are equal, but
some are more equal than others. The result is the emergence of a two-
speed policy space that is pushed and pulled by a combination of 1st
and 2nd order policies. The existence of this hierarchy can be under-
stood in the light of the desires of supranational and domestic leaders
to situate Europe in the world economy, while allowing economic
actors an almost clean slate to create a “profitable” Europe within
which they can thrive.

There is no doubt that this points to a democratic deficit in the EU. The
issue is not just that elected officials in the European Parliament have
little influence in the policy process while unelected Commissioners and
Brussels’ bureaucrats initiate and help determine the content of poli-

cies. In fact, analysis of the different policies here underlines how
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limited the EP’s role is in EU policy making. The issue seems to be
that the desires of unelected and unaccountable economic élites drive
public policies that affect every European citizen’s life. These actors are
guided by their own self-interest. And they seek to influence policies in
order to benefit themselves. 

The consequences for those living in European political space are
twofold. On the one hand, creating a Europe which is competitive in
the global economy means that the social face of Europe is slowly being
replaced with a neo-liberal smile. Deregulation, liberalization, and
fiscal discipline brought about with 1st order policies are often associ-
ated with a weaker social safety net and more precarious workforce. In
other words, a strong centralized EU that is economically competitive
at the global level will result in the erosion of social security elements
that form a rich part of the continent’s historical tradition. On the other
hand, granting corporate capital a privileged policy-making position –
and keeping this fact generally out of the limelight – may result in an
unaware, perhaps even apathetic, mass public. This public will know
little about, and care even less about, policy. In that case, citizens will
not be in a position to change politics. Time will tell whether or not
Orwell will be proved correct.
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accessed in August 2005, p. 3.

39. ECRE Information Note on the Council Directive 2003/86/EC of 22 September 2003 on
the right to family reunification, found on www.ecre.org/statements/frdirective.shtml/;
accessed in August 2005, p. 7.

40. Conference of European Churches, Position on the Amended EU Commission Proposal for a
Council Directive on the Right to Family Reunification, found on www.cec-kek.org/
English/ccmefamreu-print.htm accessed in August 2005, p. 4.

41. Ibid., p. 3.
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42. ECRE Information Note on the Council Directive 2003/86/EC of September 22, 2003 on
the right to family reunification, found on www.ecre.org/statements/frdirective.shtml/;
accessed in August 2005. Nor was this additional condition found in the original
Commission proposal, COM (1999), 638 Final Article 3.1.a.

43. Ibid.
44. Conference of European Churches, Position on the Amended EU Commission, p. 2.
45. ILGA-Europe, Position Paper on the Amended Proposal for a Council Directive in the Right to

Family Unification, IE doc.4/2002, September 2002 found on www.ilga-europe.org.
46. Ibid.

10. External policies: divided we stand, united we fall

1. M. Smith, “The Framing of European Foreign and Security Policy: Towards a Post-modern
Policy Framework?”, Journal of European Public Policy, Vol. 10, No. 4 (August 2003), p. 599.

2. Ibid., p. 599.
3. D. Allen, R. Rummel and W. Wessels (eds), European Political Cooperation, London: 

Butterworth, 1982.
4. S. Hoffmann, “Obstinate or Obsolete? The Fate of the Nation State and the Case of

Western Europe” Daedalus, Vol. 95, No. 3 (Summer 1966).
5. Smith, “The Framing of European Foreign and Security Policy”, 2003, p. 561.
6. As found on DG External Relations webpage: http://europea.eu.int/comm./external_

relations/cfsp/intro, accessed December 2005.
7. R. H. Ginsburg, “The EU’s Common and Foreign and Security Policy: An Outsider’s

Retrospective on the First Year”, ECSA Newsletter, Pittsburgh: European Community
Studies Association, 1994, p. 13.

8. Smith, “The Framing of European Foreign and Security Policy”, 2003.
9. N. Chomsky, The New Military Humanism: Lessons from Kosovo, London: Pluto, 1999.
10. Smith, “The Framing of European Foreign and Security Policy”, p. 562.
11. Taken from http://europea.eu.int/comm/trade/gentools/faqs_en.htm (accessed May 5,

2005.)
12. S. George and Ian Bache, Politics in the European Union, Oxford: Oxford University Press,

2001, p. 393.
13. According to recent data, 58 per cent of all EU citizens are positive about the Commission

negotiating trade agreements on behalf of the Council. http://europea.eu.int/comm/
trade/issues/newround/pr171103_en.htm (accessed on May 7, 2005).

14. http://europea.eu.int/comm/trade/gentools/faqs_en.htm; see also Commission,
Making Globalization Work for Everyone: The EU and World Trade, Luxembourg: Office for
Official Publications of the European Communities, 2003, pp. 8–10.

15 The European Union Trade Policy, February 2005, found on DG Trade website, May 7,
2005, p. 39.

16. The European Union Trade Policy, February 2005, found on DG Trade website, May 7,
2005, p. 39.

17. European Commission, The European Union, Latin America and the Caribbean: AStrategic Part-
nership, Luxembourg: Office for Official Publications of the European Communities, 2004.

18. European Commission, A New Approach in the Relations between the EU and ACP Countries,
Luxembourg: Office for Official Publications of the European Communities, 2002, pp. 3–4.

19. With this in mind, Manners has identified five core “norms” within the corpus of EU
treaties, foreign policy declarations, policies and practices: peace, liberty, democracy, rule
of law and human rights. Such core norms are said to underpin the EU’s acquis commu-
nautaire and acquis poltique, which were most particularly seen during the accession
process to the EU of the latest entrants from central and eastern Europe where the
“Copenhagen Criteria” outlining economic, political and social criteria needed to be
fulfilled (K. Gilland and R. Chari, “European Integration: Enlargement Now and Then”,
Irish Studies in International Affairs, Vol. 12, 2001). 

In addition, Manners posits four additional but more contested “minor norms” (social
progress, anti-discrimination, sustainable development and good governance) as being
significant inputs to the construction of EU foreign policy. These are not simply 
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declaratory positions but are considered to be the constitutive foundations of EU foreign
policy. In this context, it is only natural that the EU is regarded as a leading actor when
promoting and exporting democracy. Its own history is about the expansion of democracy
through legitimate constitutional means, something that sets it apart from other interna-
tional actors. According to such a view, it was inevitable that the EU would attempt to
export democratic governance to other regions of the globe, and one of the early “targets”
has been the Mediterranean basin. Through the Barcelona process, the EU sought to export
its own model without posturing while achieving change through dialogue. As Hollis
points out “the focus is on dialogue and the EU undertakes to assist with indigenously-
generated reform programmes”. Please see: I. Manners, “Normative Power Europe: A
Contradiction in Terms”, http://www.ukc.ac.uk/politics/englishschool/manners00.doc,
2001 (accessed February 2003), and R. Hollis, “Europe and the Middle East”, in L. Fawcett
(ed.), International Relations of the Middle East, Oxford: Oxford University Press, 2005, p. 321.

20. The countries include Morocco, Albania, Cyprus, Algeria, Egypt, Gibraltar, Croatia, Israel,
Jordan, Lebanon, Libya, Malta, Macedonia, Slovenia, Syria, Tunisia, Serbia and Montenegro.

21. With regard to aid from the EU to Morocco, the evidence also demonstrates how this
has increased since the start of the Barcelona process. Overall, “under the MEDA
programme Morocco has so far received a total of €1,180.5 million in commitment
appropriations: €656 million under MEDA I (1995–9) and €524.5 million under MEDA
II (2000 – 2003)”. In addition, the European Investment Bank loaned Morocco, “during
the period 1995–2002, €1,220 million, intended among others for construction and
upgrading of highways and rural roads, improvements to sewerage and water
management systems, rehabilitation of the railway network and the development of
the banking sector” (http://www.europa.eu.int/comm/europeaid/projects/med/
bilateral/morocco_en.htm, accessed on March 27th 2005).

22. European Commission, Euro-Med Partnership: Morocco. National Indicative programme
2005-2006, June 2004, p. 1.

23. It is also interesting to note that the recent local elections have been marred by govern-
ment interference in the process, whereby the Party for Development and Justice (an
Islamic legal formation) was “told” to refrain from fielding too many candidates because
the government did not want to see them win too many city councils.

24. “Le Maroc, de nouveau épinglé”, Le Journal Hebdomadaire, March 5–11, 2005, p. 8.
25. To this end, Amnesty International has stated:

the sharp rise in reported cases of torture or ill-treatment in the context of ‘counter-
terrorism’ measures in Morocco/Western Sahara since 2002 has been well docu-
mented. Reports on the subject have been published in recent months by Amnesty
International [itself] and other international human rights organizations, as well
as by Moroccan human rights groups, including the Moroccan Human Rights
Association (Association marocaine des droits humains, AMDH), and the Moroc-
can Human Rights Organization (Organization marocaine des droits humains,
OMDH). Human rights lawyers and victim support groups such as the Forum for
Truth and Justice (Forum pour la vérité et la justice, FVJ), have spoken out about
the violations.

(http://web.amnesty.org/library/Index/ENGMDE290042004?
open&of=ENG-MAR, accessed March 29, 2005)

26. This idea is based on élite interviews carried out with former high-level Commission
officials in Dublin in March 2005.

27. The ideas for the second explanation are taken from an interview with an EU senior
official, Dublin, March 2005.

28. In philosophical terms, perhaps many would argue that an abuse of human rights is an
abuse of human rights and the reaction to it should be the same irrespective of the scale of
such abuses. When it comes to democracy, some scholars, such as Schlumberger, claim that
ranking countries according to degrees of democracy weakens the very notion of
democracy: a state is ultimately either a democracy or it is not. Please see O. Schlumberger,
“The Arab Middle East and the Question of Democratization: Some Critical Remarks”,
Democratization, Vol. 7, No. 4, (2000), pp. 104–32.
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29. See what can be considered the association’s and Yassine’s political manifesto at
http://www.yassine.net//lettres/memorandum.htm. Accessed on July 22, 2003.

30. Z. Daoud, “L’Alternance à l’Epreuve des Faits”, Le Monde Diplomatque, No. 541 (1999), p. 29.
31. Personal Interview with leading member of the European parliament, Brussels, June 2001.
32. R. S. Chari, “The March 2000 Spanish Election: A ‘Critical Election’?” West European

Politics, Vol. 23, No. 3 (July 2000).
33. Ideas were also raised in interview with Spanish Officials, June 2005.
34. H. Smith, European Union Foreign Policy: What It Is and What It Does, London: Pluto, 2003.
35. T.Y. Ismael and J. S. Ismael, The Iraq Predicament: People in the Quagmire of Politics, London:

Pluto, 2004.
36. J. J. Terry, US Foreign Policy in the Middle East: The Role of Lobbies and Special Interest Groups,

London: Pluto, 2005.
37. A. Dorfman, Exorcising Terror: The Incredible Unending Trial of General Augusto Pinochet,

London: Pluto, 2003.
38. For a discussion on America’s illegal actions on the world stage, see M. Mandel, How

America Gets Away With Murder: Illegal Wars, Collateral Damage and Crimes Against
Humanity, London: Pluto, 2004.

39. T. Y. Ismael and W. Haddad, Iraq: The Human Cost of History, London: Pluto, 2003.
40. A. Anrove (ed.), Iraq Under Siege: The Deadly Impact of Sanctions and War, London: Pluto, 2003.
41. S. Kritzinger, “Public Opinion in the Iraq Crisis: Explaining Developments in the UK,

France, Italy and Germany”, European Political Science, Vol. 3, No. 1 (Autumn 2003).
42. SWG survey, February 2003.
43. BBC survey, February 13, 2003.
44. S. Kritzinger, “Public Opinion in the Iraq Crisis”.
45. For a discussion of the “conservativism” that guides Blair’s Labour Party, please see T.

Honderich, Conservativism: Burke, Nozick, Bush and Blair, London: Pluto, 2005.
46. R. S. Chari, “The 2004 Spanish Election: Terrorism as a Catalyst for Change?” West Euro-

pean Politics, Vol. 27, No. 5 (November 2004).
47. Channel 4 poll, February 22, 2003.
48. BBC-online, “Polls Find Europeans Oppose Iraq War”, February 11, 2003.
49. R. S. Chari and F. Cavatorta, “The Iraq War: Killing Dreams of a Unified EU?” European

Political Science, Vol. 3, No. 1 (Autumn 2003).
50. C. Hill, “The Capability–Expectation Gap, or Conceptualising Europe’s International

Role”, Journal of Common Market Studies, Vol. 31, No. 3 (1993).
51. S. Hoffmann, “Towards a Common European Foreign and Security Policy”, Journal of

Common Market Studies, Vol. 38, No. 2 (June 2000).
52. Chari and Cavatorta, “The Iraq War”, pp. 25–26.
53. P. Heywood, “Desperately Seeking Influence: Spain and the War in Iraq”, European Polit-

ical Science, Vol. 3, No. 1 (Autumn 2003).
54. S. B. Hobolt and R. Klemmensen, “Follow the leader? Divergent positions on Iraq in

Denmark and Ireland”, European Political Science, Vol. 3, No. 1 (Autumn 2003).
55. Speech to the European Parliament delivered in Strasbourg, March 12, 2003.
56. Chari and Cavatorta, “The Iraq War”, p. 27.

11. Conclusions: understanding the present, changing the future

1. It was also argued that even those states which did not eventually join the EMU – such as
the UK and Sweden – also witnessed declining inflation and interest rates as well as
deficits and debts. We argued that this reflected these states potential intentions to prime
their economies for EMU entry one day.

2. As discussed in Chapter 10, no formal policy position was adopted by the EU towards the
Iraq crisis. As such, the chapter does not explain the formulation of a policy per se. Rather,
it is intended to explain why the EU was unable to speak with a united voice during one
of the most serious international crises of the decade. It was felt that better understanding
of this dynamic helps illustrate which actors are important when decisions are made in the
issue area.
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