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The central importance of an economic agenda in the re-launching of European integration
since the mid-1980’s is a well-recognized fact. The “1992” project of building a Single European
Market was the catalyst for a new period of institutional activism. The most visible consequence of
that renewed activism was the maturation of the European Community (EC) into a European Union
(EU) with a single currency – the euro – at its core. The increased academic focus on the political
economy of European integration indirectly reflects the particular salience of economic issues in
that period of transition. 1 In fact, the process of European integration that culminated in the birth of
the European Union constitutes was contemporaneous with a global as well as European trend of
marketization.

The suddenly enhanced status of “the market” in European collective

consciousness affected almost every aspect of political and economic life – not only the institutional
process of European integration.

The end of the Cold War division of the continent with the

apparent victory of the Western liberal democratic model ushered a period of rapid economic
liberalization and restructuring, during which European economies shed their primarily national
orientation and increasingly became part of a “regional” or even a “global” economy.
While it is easy to observe that many of the formal institutional changes that we commonly
associate with the birth of the European Union were of “economic” character or focus, this does not
necessarily tell us why institutional change has occurred. In retrospect, it is quite difficult to unravel
the many threads of recent political and economic developments. Many of these developments
were self-reinforcing or mutually linked in very complex ways. This paper will not engage in a
comprehensive synthesis of the many phenomena that are usually bundled in evocative terms such
as the “marketization”, the “globalization”, or the “regionalization” of the European economy.
Instead, it will focus on the task of establishing distinctive series of stylized linkages between the
sudden ideational salience of “the market” and various aspects of European-level institutionbuilding over the period 1985-2000. In so doing, it makes the case that the importance of “the
market” derives from the fact that, in a certain historical context, it suddenly became the nexus of
various rationales for building the European Union.
More specifically, the market was invoked by promoters of European integration roughly in
three ideal-typical ways.

First, and perhaps most easily understandable, the market was

increasingly perceived as a powerful substantive logic, i.e. a set of “forces,” that drove the actual
1
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behavior of economic agents. Secondly, the market was embraced as a normative model of how
resources should be allocated for the purpose of achieving greater “efficiency”. Thirdly, the market
presented the advantage of supplying a versatile platform of political discourse that permitted to
accommodate a variety of otherwise largely conflicting views of the world. In short, the market
appeared to possess a number of desirable characteristics – it was more the expression of
“substantive forces”, normatively “more efficient”, and generally “more adaptive”. These were all
characteristics that existing institutional forms inherently failed to exhibit, so to speak, precisely
because they consisted of relatively formalized modalities of collective interaction – and, therefore,
were apt to appear as “merely” formal, “inefficient,” and “rigid”. By contrast, the power of the
market as an informally institutionalized mode of rationality was that each of its suddenly prominent
characteristics could feed into a certain vision of “Europe” – European integration appeared as a
pragmatist response to substantive market realities, as a modernist answer to the increasing power
of market norms and, finally, as a utopian perspective that prolonged the versatile quality of the
market in political discourse.

Thus, the process of regional integration altogether acquired

unprecedented credibility and political urgency as a “logical” response to the market.
This argument permits to clarify the linkages between ideational context and the process of
institutional change – in this case, between market rationality and the process of European union in
the last fifteen years of this century. A direct corollary is that the market cannot be understood only
as a set of “forces”, nor even as an overwhelming “efficiency” imperative that pushed in the
direction of European integration in any straightforward manner. In the process of recent European
integration, the dynamic of the market was not a simple, unidirectional movement in a certain
institutional direction that corresponded to the main actors’ changing preferences and power
resources.

To be sure, the presence of powerful technological trends and competitive forces

provided a crucially important historical backdrop for the birth of the European Union. Yet there
was no simple cause-to-effect relationship between the evolution of Europe’s economy and the
development of regional institutions. The dynamic push of the market did not only stem from the
raw effects of competition between utility-maximizing agents.

Rather, the market embodied a

dynamic set of interests and meanings that became, in a specific historical context, available to be
mobilized for the purpose of institutional reform.

In the process of European union, market

rationality was the common source of qualitatively different arguments that were marshaled by
certain core actors who, for a variety of reasons, were in favor of greater regional integration.
The argument bears certain implications in terms of the contemporary literature in
international and comparative political economy.

Within and beyond the literature on recent

European integration, contemporary understandings of the market amongst students of political
economy exhibit a certain divide between “structuralist” and “constructivist” perspectives. Some
3

authors envision the market primarily as a set of “forces,” while others analyze it primarily in terms
of well-defined subsets of beliefs or “ideas”.2 Yet the assumptions that underlie these two broad
conceptions (and various combinations thereof) often remain implicit, so that areas of overlap and
disagreement on what we mean exactly when we refer to “the market” remain largely unspecified.
While this paper strongly leans in the direction of a constructivist stance on the market, it also
suggests that the strength of market ideas stems not from their conceptual coherence, but from
their relative malleability. In other words, there is not one idea or coherent set of ideas about the
market, but many. In schematic terms, it is possible to delineate at least three different marketbased dynamics of European institutional integration.

The literature on recent European

integration, when it has recognized the centrality of the market in recent European integration, has
disproportionately focused on a first type of market dynamics – namely, on the effects of the market
as a substantive reality, as a set of objective “forces” driving the process of institutional reform.
The other two types of market-based dynamics – the market as a normative model of resource
allocation and, above all, the market as a versatile platform that permitted to integrate otherwise
divergent views of the world – have remained relatively in the dark. While scholars of political
economy have granted generous attention to the first meaning, they have paid relatively less
attention to the second and especially the third meaning and/or have dismissed them as
“ideological” cloaks of discourse that masked power- or interest-driven behavior.

This is an

important shortcoming that deserves to be addressed because these two dynamics are, in some
respects, just as important as the first one to understand the dynamics of recent political-economic
trends such as market globalization or regional integration.
The rest of this paper proceeds in three steps. A first section recounts the ideational rise of
the market in European politics in the 1970’s and 1980’s. In the minds of many Europeans, the
market apparently achieved a more prominent status than ever since the demise of the old
nineteenth-century classical liberal order after the First World War. The progressive emergence of
the market as a prevalent mode of rationality in the sphere of political economy constitutes a crucial
development from the perspective of this paper’s argument. A second section delves into this
market rationality and distinguishes three meanings of “the market” as they recently emerged in
several West European settings – in certain very exposed economic sectors and aspects of
2
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economic policy-making, but also in relatively protected sectors of activity and public policy
formulation and in broad worldviews of the balance between public and private power. It highlights
three areas of tension between the market and existing political-economic institutions,
corresponding to the three meanings of the market – as substantive reality, normative ideal, and
versatile platform. Finally, a third section makes the connection between these three meanings
and three recent types of Europeanism which I call pragmatism, modernism, and utopianism.
Through a survey of key policy agendas and treaty ratification debates that surrounded major EUlevel political-economic reforms of the 1980’s and 1990’s, it suggests a few generic reasons why
the EC, far from sinking into irrelevance and oblivion, appeared historically as a viable framework
to resolve political-economic tensions.

I.

A resurgence of the market
The political-economic order that was born in Western Europe after World War II, which is

generally characterized as a rather coherent combination of market capitalism and public
intervention in the economy, lasted at least until the 1970’s. By then, the institutions of West
European political economy had become a viable if relatively static formal reality. In the mid1980’s, this institutional order was disrupted by a particular historical development, namely the rise
of “the market”. As a matter of fact, the marketization agenda of the 1980’s provided the informal
background for a number of formal institutional reforms that can be understood as part of a general
process of European union whose most climatic moment was the birth of a new institutional entity
called the European Union. Over time, reformist actors gathered around a newfound political
formula of European union through the market. This section serves to sketch the broad historical
context of this phenomenon, i.e. the entrenchment of a particular balance of public and private
power that quickly crystallized in post-World War II Europe and later began to dissolve with the
sudden and rather disruptive rise of the market since the 1980’s.
The balance of public and private power in postwar Europe
The singularity of the 1980’s ideational environment in Western Europe must be understood
against the historical background of the previous period, roughly starting at the end of the Second
World War. From a historical perspective, the policy agenda of the 1980’s was generally based on
principles that were quite different from those that gained currency in Western Europe after the
Second World War and remained in place roughly until the mid-1970’s. As Karl Polanyi shows in
5

The Great Transformation, the liberal idea of a free market developed historically in lockstep with
the rise of the industrial bourgeoisie and the particular social and political order brought into being
by the industrial revolution. 3 As the early spirit of the industrial revolution receded into the past and
protective social legislation was adopted across industrial societies of Europe, liberal ideology
became increasingly divorced from reality and began to clearly fall out of favor around the time of
the First World War. Yet it took the traumas of the Great Depression and World War II for liberal
ideology to be discredited as a backbone of economic and political order in Europe. Published in
1942, Joseph Schumpeter’s book Capitalism, Socialism, and Democracy built on the assumption
that capitalism was in a state of “decomposition”; the author viewed that assumption as almost
“universally accepted, even by conservatives”.4 Two years later, Polanyi’s indictment of the “evils”
of the free market was itself fairly representative of an immediate postwar consensus on the
unsustainable character of the free market and the necessity of reforming its foundations. In early
post-WWII Europe, market liberalism was routinely blamed for the economic and social hardships
of the Great Depression and for the near-total collapse of liberal democracy in World War II. That
consensus was especially apparent across West European nations, whose political foundations
had just been twice badly shaken in less than two decades.
Partly as a result of that consensus, the formal organization of postwar European economies
increasingly reflected a relatively great ideational deviation from the classic liberal principles of a
capitalist economy. In order to ensure the maintenance of social order, the presence of the state
and other institutional mechanisms were seen as necessary counterparts to market principles.
Thus, in a variety of ways, the social and institutional that prevailed across the postwar economies
of Western Europe rested on a mix of market liberalism and public intervention and protection –
what Andrew Shonfield suggestively called the “balance of public and private power”.5 To be sure,
that postwar order did include the principle of free enterprise.

But the important fact of the

immediate postwar period is that market rationality was often compensated by other principles of
economic and political organization, some of which were directly antagonistic to the market. The
market was accepted, but for historical reasons it remained tainted with suspicion and appeared in
certain regards as somewhat illegitimate or even unorthodox. While mainstream West European
political discourse was often quite liberal, this proclaimed liberalism was rather superficial and often
inconsistent with the general orientation of economic institutions and practices.

Economic

organization rested everywhere on a number of distinctly illiberal institutions. Public power in the
3
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economy was buttressed by an elaborate panoply of welfare mechanisms and policy instruments
aimed at correcting market imperfections. This model was historically designed to ensure a certain
level of public provision of basic goods and services that, according to its proponents, were not
adequately provided by the sole mechanisms of the market. It is debatable whether this mixed
model of economic organization was objectively “better” than the classical model of a market
economy, but the fact is that its heyday coincided with a remarkable period of economic prosperity.
In retrospect, Europe’s political-economic model as it progressively emerged after World
War II can therefore be characterized by two fundamental elements – one international, one
domestic – that constitute the recurrent themes of the scholarly literature on this topic.6 At the
international level, the Europeans benefited externally from an almost uninterrupted postwar period
of economic growth fuelled by an important expansion of regional trade as well as the remarkable
openness and stability of international economic relations among the Western bloc. The
establishment of the European Communities in the 1950’s can be understood in this context. In
particular, the main achievement of the European Economic Community was to work as a customs
union within which tariff barriers no longer existed. Article 3 of the EEC Treaty calls for “the
elimination, as between Member States, of customs duties and of quantitative restrictions in regard
to the importation and exportation of goods”. After the transition periods determined by the Treaty
for various goods and economic sectors, this treaty provision was as a rule strictly respected by the
signatory states. As a result, intra-EEC trade soared and many European countries, with volumes
of foreign trade reaching in some cases more than 25% of their GDP, essentially became “trading
nations”.
While it took many years before the depth and intensity of regional exchange relations
reached levels that existed before the First World War, the renewal of European trade was
nonetheless a striking contrast to the preceding era of war and protectionism. This commercial
expansion took place both within the framework of the General Agreement on Tariffs and Trade
and by derogation to the universal “most-favored nation” trading regime normally required from its
signatories by the GATT (pursuant to its article 4). The GATT essentially embodied a piece of what
John Ruggie has called a regime of “embedded liberalism”, i.e. a formal arrangement that ensured
the openness of national economies within limits. It was part of a series of political compromises
6
The huge literature in political science and history on this topic includes: Andrew Shonfield, Modern Capitalism; Peter Katzenstein,
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struck by the United States and its European allies, whose general historical purpose was to
strengthen transatlantic relations while establishing a durable basis for political stability in the
states of Western Europe.
At the domestic level, the openness of European economies was mitigated by an extensive
system of social protection and redistribution mechanisms orchestrated either directly by the state
as such, or by public or semi-public institutions – the European “model” of the modern welfare
state. In the historical context of post-Great Depression and postwar Europe, the welfare state
progressively came to encompass various formal policies and organized mechanisms whose
mandate was to ensure the provision of a certain level of welfare among the citizens of these
countries. These services were publicly provided “from cradle to grave”, often at the cost of rather
high taxes and/or compulsory membership fees. They generally included a rather extensive social
safety net and other social benefits, ranging from unemployment benefits, basic and quasiuniversal healthcare, free or quasi-free public education up to the university level, retirement
money, and a variety of other collective services that ranged from public transportation to
telephone connection and electricity supply.
Overall, the European welfare state – understood as a model of public provision of goods
and services by state or public organizations – covered an extensive array of policies and
programs across all the member states of the European Community. Amongst advanced industrial
societies, this second foundation of European prosperity is fairly specific to Western Europe. While
the modalities and extent of the European welfare state are and have always been contested in
Europe, it remained nonetheless a powerful component of European understandings of the role of
the state. This model was particularly widespread and resilient, if only because it was recognized
as valuable by substantial constituencies across Western Europe.

In some although not all

national cases, it was buttressed by a substantial recourse to economic planning and various forms
of state intervention in the economy. In some cases, the state even asserted some measure of
direct public control over economic activities, either in the form of macro-economic or microeconomic (“industrial”) policies. Macro-economic intervention demand management, justified by
Keynesian ideas, often involved elaborate and highly formalized incomes policies and mechanisms
for collective wage bargaining. Industrial intervention was justified by the responsibility of the state
to ensure the welfare of its citizens through the development of national infrastructures and the
security and stability of the country through a close public oversight of “strategic” industries,
including in some cases through the public ownership and/or control of business corporations in
these economic sectors.
The rise of the market
8

A very strange development occurred in Western Europe in the 1980’s. These societies
distinguished themselves, within the universe of advanced industrial democracies, by their
relatively elaborate welfare safety nets and often also by the importance of the public sector in the
economy.

Yet a whole generation of political leaders and policy-makers, spanning the entire

spectrum of mainstream political parties, suddenly made room for new catchwords in their political
platforms and policy agenda. A variety of new structural objectives – modernization, liberalization,
decentralization, privatization, and/or deregulation – progressively emerged as important items
both at the national and the international level.

These objectives increasingly reflected the

penetration of the informal institution of the market into the sphere of public discourse.
It is therefore somewhat of a twist of fate to see the forceful return, in the 1980’s, of what
Polanyi considered an obsolete “utopia”. The causes of this phenomenon are complex and, in a
sense, not specific to Europe. They are technological, economic, and political all at the same time.
The informal institution of the market rose to prominence gradually and not very coherently, as a
result of several trends that can be traced back the late 1960’s. Retrospectively, it is hard to
convey the depth of the predicament in which governing parties and elite segments of European
societies found themselves in the late 1970’s and especially the 1980’s. 7 The remarkable period of
robust and continuous economic growth experienced since 1945 by most European economies
drew to a close, almost inexplicably. Traditional macroeconomic (“Keynesian”) recipes for steering
demand and creating growth seemed ineffective.

The much-taunted “failure” of France’s

experiment of “socialism in one country” (1981-82) was widely interpreted as a symptom of a
broader problem – the failure of a European social-democratic attempt to find a “third way” between
capitalism and socialism. Up until the mid-1980’s, the option of a “neo-corporatist” alternative to
free-market capitalism remained open – a Germanic and Scandinavian combination of low inflation,
centralized wage-bargaining, and full employment. But by the late 1980’s, important elements of
that model had begun to break down and critics of German- or Swedish-style “rigidities” were
increasingly vocal. While the United States and Japan experienced significant phases of economic
7
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recoveries and managed above all to keep unemployment within moderate limits, much of Europe
appeared to be stuck on low-growth/high-unemployment trajectories or even in the “stagflation”
pattern of the 1970’s. The European economy was widely perceived as lagging behind the US and
Japan, particularly in the fast-growing and crucial industrial sectors of advanced information
technology.
In that context, many began to question longstanding tenets embodied and institutionalized
in the postwar European economic governance models – in particular, the notion that a certain
level of public intervention was desirable in order to correct the imperfections of a market economy.
In the capitalist economies of Western Europe, the repertoire of economic liberalism, despite a long
eclipse, had never completely disappeared from political discourse. The principles of a free market
had been a continuous focus of political attention and debate since the days of the industrial
revolution in Britain and elsewhere. While many saw in the Great Depression and the Second
World War a permanent downfall of the free-market model, the principles of a “market economy”
certainly recovered a considerable measure of legitimacy with the postwar accession of the United
States to the status of “leader of the free world” in the ideological confrontation with the Soviet
Union.

Throughout the postwar period, continental European attitudes toward “Anglo-Saxon

capitalism” were characterized by a mixture of aversion and envy. Thus, the apparent regeneration
of economic liberalism both in the United States under Reagan and in Britain under Thatcher
certainly exerted a certain fascination in a context of deep continental European recession.
Surreptitiously, the perception that conventional ways of making sense of reality have become
obsolete triggered a relative loss of legitimacy of the existing balance between private and public
power in the sphere of political economy. That pressing serach for new governance models of the
economy in the late 1970’s and early 1980’s certainly contributed to the rise of market ideas across
Western Europe.
Meanwhile, the sudden development of communications technologies certainly contributed
to the particular pregnancy of the “global market” metaphor. Across and beyond the industrialized
world, global communication channels were visibly becoming tighter and faster.

Even more

important perhaps, the rapidity of communication channels led to the emergence of new global
flows of commodities, especially “soft” commodities like financial, telecommunication, and other
“immaterial”

services.

Sophisticated

technology

became

available

for

trading

almost

instantaneously all kinds of commodities, adding an important global dimension and reach to
spheres of economic exchange that used to operate overwhelmingly at the local level. In the
1980’s, images of a “global village” increasingly cropped up in newspaper articles, television
advertising, movies, and popular culture.

It became conventional wisdom to say that
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communication and exchange linkages have become so global as to erode the jurisdictional
boundaries between previously autonomous political and economic units.

I.

Three meanings of the market
The rise of the market was a rather odd development on the background of European

postwar political economy. A comprehensive survey of the many aspects of this phenomenon in
Europe since the 1980’s is well beyond the scope of this paper. Instead, we will approach the
question from a more conceptual angle and suggest that one important reason why “the market”
suddenly became so salient is that it was used as a broad category to make sense of various
transformations that traversed Europe’s political economy starting in the mid-1970’s. Technological
and economic factors certainly played an important role, but the perhaps the most important
changes occurred at the level of common representations. In fact, market rationality extended to
certain issue areas where material market “forces” were either relatively weak, or seemed to point
toward contradictory reforms. Thus, as we will see, the rise of the market as an idea expressed
and fed back into several areas of tension within the European postwar political-economic model.
The very idea of a resurgence or a globalization of the market provided a way to comprehend these
various tensions in a uniform and relatively satisfactory manner. This section first discusses the
particular nature and status of “the market” when considered from an ideational perspective, then
highlights three of its recent manifestations in the evolution of Europe’s political economy.
The market as an informal institution
It is quite permissible to call “the market” an idea, but in many ways the market is more than
just what we call an idea in a modern sense.

The market is not just one idea, but a very

encompassing term that stands for several ideas at the same time. In addition, it is also endowed
with a particular compelling power and potency that most ideas do not have in the contemporary
historical context. Therefore, the market is better understood as an institution. Yet it is also
immediately clear that the market is not “an institution” as conventionally understood by most
political scientists – i.e. a concrete, formal organization endowed with political power, nor even a
set of formal constraints, rules, and opportunities that structure a given sphere of social life. This is
why I call the market an informal institution, that is to say an informally organized or “established”
way in which people lead their lives. Unlike the law and other types of formal institutions, the
11

modus operandi of the market is not tied to a relatively well-circumscribed formal logic. Although
our representation of the market does not exist independently from a variety of formal
arrangements (including a set of property rights, relative prices, and economic regulations), the
market remains nonetheless largely informal. To a large extent, it is a spontaneous order that
emerges from the actions of a multitude of individuals.8 And when compared for example with the
apparatus of the state, the market is indeed relatively “free” since there are no single constitutions,
treaties, or other resilient legal rules and provisions that tightly and inherently bind the way in which
it operates.
Thus, the market is an institutionally sanctified, albeit informal, way of thinking about reality
that penetrates our vision of the world and how it is organized.9 It represents a mode of rationality,
i.e. a conventional body of discourse that has particular currency at a given time and in a given
institutional sphere. When we begin to unpack the various aspects of the market, we observe that
there exist relatively distinct informal understandings of how the market is supposed to operate. It
is on these understandings that we will focus particularly in what follows. More specifically, this
section will delineate three ideal types of these informal understandings. In each case, it will define
the exact meaning of the market and its manifestations. It will also highlight the tensions that
appear between these informal understanding and the formal reality of the pre-existing institutional
order. As we will see, many of these tensions originate from the discrepancy between the global
reach of the market as an informal institution since the 1980’s and the local basis of the previous
institutional order.
First meaning: the market as substantive reality
Some informal (or meta-) institutions are more salient – in a way, more “institutionalized” –
than others. They seem more rational, or more legitimate, and therefore carry more weight and are
more resilient than most others at a given point in history. When we think about the situation in the
8
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early 1980’s, it is important to remember first that, from a historical perspective, the market did not
make instant and perfect sense as a metaphor to understand the organization of Europe’s political
economy. Before acquiring the status of an orthodox mode of rationality, the notion of a free
market was largely a paradox amidst the formal institutions of European political economy. The
experience of the postwar period made it difficult to conceive that financial resources could be
allocated by “the market” without reserving an important allocative role to public institutions. In a
world of financial scarcity and given the memories of the Great Depression, the very notion of a
market-based allocation of financial resources was downright impractical if not heretical.
Yet the market ceased to be a paradox and actually becomes orthodox when a critical mass
of actors came to believe that it existed as a strong determinant of reality, and when they started to
behave accordingly. In other words, the metaphor of the market, when it takes hold of people’s
minds, acquires the quality of a “self-fulfilling prophecy”. Added to the precipitous downfall of the
socialist model of economic planning that culminated in the break-up of the Soviet Union, recent
technological developments have contributed to establish the dominance of the “global market
economy”. More Europeans than ever before experienced the existence of the market as a mode
of economic organization and exchange and as a set of forces constraining the formulation of
economic policies.

It embodies relatively intuitive and often unexamined assumptions and

expectations about “the way things work”. In this instance, the existence of “the market” makes
certain aspects of the social world understandable and even, to some extent, predictable.
Producers are expected to compete to offer the best products and/or the best prices for a given
product, while customers know they should shop around and rely on market competition to improve
quality and to drive down prices; employers compete for (skilled) workers, while workers compete
for jobs and are generally careful not to let themselves be undercut by others who will accept lower
salaries. These relations (producer-customer, employer-employee) are two central types of market
relations, but there are many others – some of which suddenly came to the fore in the 1980’s. As a
result, the informal institution of the market has supplanted potential contenders as a mode of
economic organization.
While the market, as a conventional reading lens of reality, confers a certain measure of
meaning, legitimacy, and stability to certain formal institutions, it is at the same time one step
removed from and inevitably a more or less acute distortion of these formal institutional realities. In
most cases, this lack of harmony remains limited, as formal and informal institutions tend to move
slowly and in lockstep.

For example, the market has historically been one of the supportive

principles of the institutions of the liberal democratic nation-state. Yet there are times in which the
contours of a prevailing informal institution evolve so much and so suddenly that it becomes
increasingly antagonistic to a corresponding formal institution or set of formal institutions. This
13

opens the possibility that the prevailing informal institution no longer serve as a shield protecting
the existing formal institutional structures against antagonistic pressures. On the contrary, the
informal institution then becomes a corrosive force against these formal institutions.
This is what happened with the market in the 1980’s in a few particularly exposed and fastmoving sectors of Europe’s economy and in certain areas of economic policy-making that were
functionally related to these sectors in a direct way. Increasing numbers of people started to invest
capital, to trade commodities, to travel, and to work across what was increasingly becoming, at
least informally – i.e., in the eyes of many people – an “international” or even a “global” economy.
Although this trend was neither homogenous nor necessarily irreversible, it was in evidence at least
since the end of the World War II and underwent a dramatic acceleration since the 1980’s. At the
point where the market becomes an orthodox substantive depiction of reality, social actors come to
believe that certain formal organizational characteristics of the economy, to the extent that they are
incompatible with the market, have de facto become empty shells. In the above financial example,
this displacement of formal institutions by the informal institution of the market began to take place
in the late 1960’s and accelerated in the 1970’s and 1980’s, largely for technological and economic
reasons.10 Since non-market financial regulations and mechanisms were more and more easily
ignored or circumvented, they no longer commanded any great respect and thus started to appear
as “merely” formal arrangements, devoid of “actual” or “substantive” content.
The tensions between “the market,” experienced as a new or even revolutionary substantive
reality, and certain institutional legacies of the past, which suddenly seemed completely obsolete,
cut across a variety of issue areas starting in the late 1970’s. Suddenly, the market metaphor
seemed most appropriate to make sense of the growing mobility of capital across borders. Most
visibly, a rapid technological evolution – some authors even speak of a “revolution” – affected the
sectors of finance, telecommunications, and information technologies, with direct consequences for
macroeconomic policy-making, tax collection and transfer policies, and a variety of other ripple
effects.11 With individual actors and firms increasingly turning to sophisticated portfolio investment
strategies, taking advantage of tax heavens or loopholes, and shopping around for suppliers, the
market was increasingly an economic reality that could no longer be neglected or easily
manipulated. Old (“Keynesian”) recipes for running the national economy became old hat simply
10
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because they appeared not to work any longer under the conditions of an increasingly global
capital market.

Pressures on political actors to reform their macroeconomic and industrial

structures began to accumulate as a result of a variety of underlying economic trends and forces.
Second meaning: the market as normative ideal
These economic trends and forces do not exhaust what we mean by “the market”, however.
In a sense, a second meaning of the market that we will now consider is both the extension and the
negative image of the above substantive meaning. It is particularly visible as such in the many
shady areas of political economy where the global market has not clearly become an overwhelming
substantive reality. Indeed, in many economic sectors or areas of policy-making, the existence of
“competitive forces” followed rather than predated the expansion of market norms. In some cases,
even these “competitive forces” have even remained weak relative to the power of existing
institutional arrangements. While the substantive reality of the market certainly came to the fore in
the 1980’s, the depth and long-term significance of this development is extremely hard to assess.
The various images of a global market undeniably reflect a certain kernel of reality, but they are
also hugely exaggerated. Recent scholarship suggests that the exact reach of the “global market
forces” is debatable and that sweeping claims about the obsolescence of national borders and
institutions may be premature.12 The fact is that, in many important ways, political and economic
activities remained formally embedded in local institutional frameworks inherited from the past.
If we accept that substantive economic pressures are not uniform and do not all call for
uniform policy or institutional responses, then the particular appeal of the market metaphor as a
relatively uniform source of policy and institutional inspiration nonetheless remains to be explained.
Why did marketization become such a powerful element of European policy agendas? The first
answer that comes to one’s mind is “ideology”, but this is not a sufficient answer if we only attach a
narrow meaning to this word. The image of a “global market” does not simply mark the return of
old-style liberal economic ideology as a direct effect of substantive economic forces increasing the
power resources of certain political actors and social groups. While certain aspects of the market
are strictly “ideological” in the sense of being directly self-serving for well-identifiable actors and
groups – for example the calls for all-out labor market deregulation and a complete abandonment
of the distributive functions of the state – these aspects only constitute one of the many dimensions
of what people routinely identify as the market model in a contemporary context.
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In fact, the metaphor of the “free market,” analyzed by Polanyi as the thinly veiled ideology
of the rising industrial bourgeoisie in the nineteenth century, came back in the different, less
emotionally loaded, but altogether more pervasive figure of a dominant mode of rationality. In
particular, it denoted a set of principles of economic organization that are generally considered as
operational functional principles in the economic sphere and thus need to be taken into account for
the purpose of generating growth and prosperity within a given society. As a normative model, the
market is said to represent first and foremost a path of superior “efficiency”. Compared with an
ideology, an informal institution gains in pervasiveness what it looses in emotional intensity. In the
context of advanced industrial societies, it is hard to seriously argue against the idea of efficiency,
even though it is possible to question its relevance and compelling force in particular cases. As a
matter of fact, some of the most potent informal institutions that we encounter take the appearance
of sets of seemingly positive or functional tenets rather than overtly normative and therefore
ideological visions.

The market is certainly one of them.

It represents a more diffuse, less

politically loaded, and therefore less easily identifiable mode of rationality than ideology as
commonly understood.
During the 1980’s and 1990’s, the imperative of market efficiency percolated as a very
important normative model of how resources should be allocated. This change is perhaps most
visible in the area of public sector structure and the general principles guiding the formulation of
public policy. Until the 1980’s, certain economic activities and administrative practices that were
considered part of the public sector were purposefully removed from the sphere of the market and
the reach of its forces. Of course, these activities and practices were not completely sheltered from
economic forces, yet they were at least partially protected from the effect of these forces.
Increasingly, however, the old rationales of public intervention in the economy – including the
correction of market failures, the development of public infrastructures, the promotion of equal
access to public services, the orderly pursuit of prosperity on the basis of long-term planning –
were supplanted by the imperative of market efficiency. 1 3 Unlike the substantive meaning of the
market, this was not always due directly to the presence of market “forces” that literally forced a
revision of well-institutionalized practices. Economic forces created dysfunctional and sometimes
counterproductive outcomes, but this had always been the case and the market model was neither
an obvious nor a surefire remedy against these problems.

Yet there occurred a noticeable

convergence of political forces and normative orientations on that market model, which then
triggered a wave of public sector reform and in some cases the privatization of potentially
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competitive activities. The generically stated intent of these reforms was to run the public sector
more on the model of the market – even though economic forces alone did not necessarily point in
that direction and there were other possible reform options.
While the causes of marketization were not unambiguously “structural”, this trend did entail
very profound structural effects in an organizational sense. Gauged by the normative ideal of
market efficiency, the organizational forms that structured many sectors of activity suddenly
appeared as completely “inefficient”. The many waves of privatization of public-sector industries
throughout Europe, the decline of labor unionism, and the growing relative importance of service
sector activities in the economy, combined to reinforce an ideational environment in which the
conflict between the norm of the market and potential contenders in the economic sphere clearly
turned to the advantage of the former. Here, the market was conceived not so much as a set of
international economic forces that made change directly necessary, but as a norm whose relation
to the increasing “competitive pressures” of a “global economy” was relatively indirect.

The

catchword was not only “efficiency”, but also “flexibility” and above all “competitiveness”. The
privatization of various firms or even integral pieces of the public sector proceeded swiftly. In
France most dramatically because of the historical role of the state in the economy, the contribution
of public-sector firms to the GDP dropped from over 20% in the early 1980’s to about 7xx% in the
late 1990’s. In Britain, the share of traditional industry fell from xx to xx%, and the number of
public-sector employees declined from xx to xx. The liberalization of many sectors was undertaken
throughout

Europe,

not

only

in

technologically

fast-moving

sectors

like

finance

and

telecommunications, but also in transportation (airlines, trucking, and railroads), energy (gas and
electricity), and postal services.
Associated with these trends, there was certain universal, albeit uneven, shifts in patterns of
interest representation. First, there was a decline in union membership, which especially dramatic
in some cases.14 Once market norms of organization became widespread, there was simply less
space for the unions to assert themselves in collective bargaining situations. In France once again,
the rate of unionization amongst employees sharply diminished, from 22% in 1975 to less than
10% in the 1990’s.

Even in Germany, where the national labor confederation (DGB) was

historically very established and remained strong relative to other countries, union membership
declined from 35% in 1975 to less than 30% in the 1990’s. Secondly, there were certain practical
changes in channels of interest representation. “Corporatist” channels of interest representation
still functioned, yet in some countries – especially Britain and Sweden – they were increasingly
14
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challenged by a tendency for collective bargaining to move from the national to the regional level,
the company level, or even the shop-floor level. While these examples were sometimes isolated
and extreme, they were nonetheless fairly representative of broad cross-national tendencies.
These trends eased the spread of the normative model of the market to previously unchartered territories, yet they did not prevent the emergence of numerous tensions, here again,
between the traditionally prevailing institutional forms and the new norm of the market. The sudden
emergence of a market norm of economic efficiency in previously sheltered economic activities did
not occur without creating important tensions. Many interest groups and social coalitions within
European societies adopted a defensive stance and resisted the practical consequences of that
trend, sometimes with success.15 The tensions became especially visible with the increase of
public sector strikes and administrative resistance to that trend. While efficiency as conventionally
defined by economists (as “Pareto efficiency”) is simply a criterion of greater exploitation of the
individual welfare gains from economic exchange, the normative ideal of “competitiveness” implies
a much deeper level of structural reform than simply that which is warranted by the realization of
Pareto-efficient transactions. This drive for greater competitiveness was not a universal trend, but
it touched certain domains of activity that were previously thought as “special” or inherently “public,”
where the presumption of market failure and the ensuing choice of non-market modes of resource
allocation had relegated the achievement of cost- and price-competitiveness to the rank of
secondary problems, and where the competitive logic was almost completely absent. Thus, the
rapid spread of the market as a prevalent normative model was accompanied by a widely felt
sense of disorientation in many segments of European societies.
Third meaning: the market as versatile platform
In advanced capitalist societies, the market reflects, both as a substantive understanding of
reality and as a normative model of how resources should be allocated, a set of assumptions and
tenets that enable people to make sense of a world in flux. But insofar as the existence of the
market has certain broad consequences for the general balance of principles that characterize
modern liberal democracy, it is also an important platform of political discourse as well as a topic of
periodically heated political debate. In the last two decades of the twentieth century, the principle
of the market once again came to the fore of the European political scene with the enactment of an
impressive series of “market-oriented” reforms. It could be argued, once again, that this latest
15
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development was simply old wine in new “ideological” bottles – the straightforward effect of
unprecedented technological and economic forces. To be sure, the market before the 1980’s was
already part and parcel of the West European model of liberal democracy. In addition, the market
did not suddenly displace all other principles of political and economic organization.

Liberal

democracy is a multi-dimensional cosmological construct, which generally integrates several
coexisting principles of organization – the market clearly being one of these principles in the postWorld War II era.
Yet something very important changed toward the end of the 20th century. What was altered
in the course of the 1980’s and 1990’s was the overall balance between the market and other
principles of political and economic organization. This was partly an effect of the resurgence of the
market as a substantive reality and as a normative model, which was bound to somehow affect the
set of principles that operate in the political sphere. But it is also a self-contained phenomenon
with its own distinctive characteristics. In the 1980’s and 1990’s, the market as a platform of
discourse progressively gained a currency that it had arguably never achieved before in European
politics.

Furthermore, the market was revealed as a particularly versatile platform that could

accommodate otherwise divergent political worldviews. Even among those political actors who
“accepted” the existence of the market, there remained a wide spectrum of attitudes on what the
existence of the market exactly entailed. From a political perspective, the market did not at all
constitute a single coherent normative ideal on which expectations converged. Rather, it was a
minimal meeting point or synthesis amongst a variety of agendas and motivations.
This existence of the market as a minimal versatile platform of political discourse is
particularly visible at the level of transcending political rhetoric and the diverse agendas of political
parties.16

Before the 1980’s, most European mainstream political parties were noticeably

ambivalent toward the market. Conservative parties were traditionally in favor of free enterprise,
yet they harbored certain concerns about the dangers posed by the market for the maintenance of
social order.

Insofar as the market was seen as a potential source of social unrest, such

conservative positions on social and political issues actually weakened their commitment to liberal
economics. Meanwhile, the left was even more reluctant toward liberal economics. A central and
explicit objective of Europe’s communist and old-style socialist parties, especially in Southern
Europe, was to eventually move away from the model of market capitalism. Communist parties
wanted to do it in a revolutionary fashion, whereas the method proposed by socialist parties was
16
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cast in reformist terms, but their stated long-term objectives were similar.

As for the social

democratic parties of Northern Europe, they were generally willing to accept the continued
existence of market capitalism, but on the condition that it be counterbalanced by a strong role for
public or semi-public bodies or other modes of public regulation, interest-intermediation, or
intervention in the economy.
During the 1980’s, by contrast, conservative parties across the European continent became
more vocally pro-market than before, in the wake of Thatcherite Britain. There was a partisan
ideological subplot to this trend, as many of Europe’s conservative parties that were shopping for
new winning ideas to add to their agendas in the mid-1980’s often picked up neo-liberal proposals
à la Thatcher. But perhaps even more tellingly, the European left converted en masse to the
principles of market economics, to the point where the specificity of its policy agenda became
somewhat blurred. 17 This was not a huge step to take for social-democratic parties, but for it was
not an easy one to take for socialist parties like the French socialist party for instance.

The

diminishing prestige of Soviet-style economic planning and then the collapse of the Soviet Union
obviously played a role here, since it no longer made sense to aspire to a socialist “middle ground”
between capitalism and communism.

But even Europe’s social democrats were led to

fundamentally revise some of their most important policy tenets, like the principle of full
employment.18 As for communist and other far-left parties, who until the 1980’s represented as
much as 15-20% of the electorate in countries like Italy or France, they dwindled into an electoral
fringe phenomenon in most countries. By the late 1990’s, the communist electorate represented
nowhere more than 10% of the voters. In most West European countries, the communist party
actually changed its name and, in particular, abandoned the political objective of a revolutionary
break away from liberal democracy and market capitalism.
None of the above is intended to suggest that this resurgence of the market as a versatile
platform occurred without tensions, however. Only in retrospect is the versatility of the market
platform particularly striking.

The minimum areas of agreement that makes political debates

possible between conflicting worldviews change very rarely and, when they do change, this
generally occurs through intense debates or conflicts. Within each tradition of discourse, reformminded actors who seek to achieve their preferred options need to overrule what they see as “rigid”
institutional settlements. But in so doing they run against the preferences of other actors who
defend the status quo, which inevitably generates tensions. With the 1980’s-1990’s resurgence of
17
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the market on a apparently global level, the tensions between the formal and informal institutional
bases of European political economy crystallized as an apparent discrepancy between the local
basis of Europe’s political organization – i.e., to a large extent, the state – and the comparatively
global reach of its dominant economic mode of rationality – i.e., the market.
In a sense, this discrepancy was not specific to Europe, since the rise of a “global market”
was a phenomenon of world-historical magnitude.

In all advanced industrial democracies,

economic activity is, almost by definition, an extremely important sphere of activity – what Weber
called a “way of life” – and it remains organized overwhelmingly at the local level. But the tension
was especially striking in Western Europe due to the exceptional weight and role of the public
sector. In particular, a whole range of policies and mechanisms that had come to represent a
certain social ideal of fairness and solidarity sanctioned by and embodied in the West European
welfare state were at least indirectly at stake. These highly formalized, well-entrenched aspects of
the European state seemed to contradict the new market orthodoxy of the day. This was in and of
itself not very surprising, given the fact that these policies and mechanisms owed their existence to
a general lack of confidence in the market to ensure desirable levels of social stability that
culminated in Western Europe after the Great Depression and World War II. Yet in the context of
the 1980’s, the dual basis of Western Europe’s postwar political compromises, perhaps best
captured by the German notion of a “social market economy” (Sozialmarktwirtschaft), suddenly
appeared as rife with internal contradictions to the point of being almost unsustainable.
This alteration in the balance of organizing principles that constituted the discursive sphere
common to the most prominent West European political worldviews created perhaps the greatest
number of tensions. The sense of disorientation was profound both amongst traditional political
party militants and in the electorate. The rise of new types of political parties that self-identified on
the far right or on the margins of the traditional left-right cleavage, such as green or regionalist
parties, upset the traditional balance of political forces in most European countries. In France and
Italy, for example, mainstream parties ranging from moderate conservative parties to the noncommunist left represented more than 70% of the votes from 1945 to the early 1980’s. These
parties played the game of electoral competition, mostly on traditional distributive politics issues
and on how much the market should be regulated or left unleashed. Yet by the mid-1980’s, the
same parties represented only xx% of the electorate. The rise of a nationalist backlash in reaction
to “the global market” and in the name of defending a certain vision of “national sovereignty”
certainly expressed the anxieties of many voters vis-à-vis the new turn in European politics and the
unprecedented salience of the market in political discourse. In the 1980’s and 1990’s, the political
parties that had been historically strong in Western Europe throughout the postwar period –
including communist parties in countries like Italy or France – often seemed unable to capitalize on
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voters’ discontent. The tension between the market and the state were perceived as potentially
threatening and seriously affected the legitimacy of traditional political actors and parties. For the
first time, the core principles of Western Europe’s postwar political order, including the existence
and future of the welfare state, seemed to be at stake.

I.

Toward a European formula of reform
The historical resurgence of the market created important tensions with the existing

institutional framework of European political economy. Since these tensions were quite visible and
seemed to affect the core foundations of Europe’s postwar political order, they quickly became a
focus of attention. Principles of political-economic organization are generally sticky, if only because
its exponents acquire a vested interest in the persistence of the prevailing principles. In addition,
they can serve to shield the existing order of things against external pressures. For example, a
particular institutional order that is legitimized in terms of “the state” (or “the market”) may be
politically unfair, socially unstable, or economically sub-optimal, yet it also embodies particular
resource allocation mechanisms that are valued by at least some citizens and political leaders in
part because they constitute a relatively harmonious and comfortable, albeit sometimes fragile,
political equilibrium. To the extent that a given formal institution represents a widely shared means
of livelihood in a given society, it is relatively impervious to external pressures.
When informal understanding undergo such major shifts as the resurgence of the market in
late twentieth-century Western Europe, it opens up the possibility of institutional reform, but it does
not necessarily provide a surefire formula for institutional reform. However justified by the evolution
of reality on the ground, the prospect of reform is always difficult to envision because it threaten to
upset hard-won and elaborate institutional equilibria and to provoke a political backlash against its
initiators.

Any broad process of institutional change is fraught with tensions, and therefore a

particular political formula for reform is generally needed for the process to continue. Before a new
institutional equilibrium can emerge, some form of political give-and-take must generally take place.
In late 20th-century Western Europe, there were a number of tensions between the state and
the market and there was a broad political demand for some kind of resolution; yet there was no
obvious solution.

Increasingly, however, these tensions were met by a new solution, namely

“Europe”. The advantage of “Europe” was that it could be used as a solution – and political slogan
– to resolve each set of tensions. To each aspect of the market – substantive reality, normative
idea, and versatile platform – corresponded a particular type of European solutions of pragmatist,
modernist, or even utopian character. “Europe” emerged as a particular search focus, according to
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the widespread notion that the solution “must” be international since the problem was a
discrepancy at the international level between the state and the market. The political formula of
European union through the market emerged very progressively. European integration appeared
either as a way to pre-empt and thus to indefinitely postpone radical economic liberalization, or on
the contrary as a way to accelerate that process. Of course, this formula did not completely
resolve the problem of a discrepancy between formal and informal institutions – new gaps
constantly arose, calling for new reforms. But it provided a sense of directionality that was lacking
in the context of 1980’s and 1990’s European politics.
First resolution: Europeanism as pragmatism
The first manifestation of Europeanism is perhaps best encapsulated in Delors’s depiction of
the 1992 agenda as “pragmatic”.19

In the historical context of the mid-1980’s, the market

orientation of the European reform agenda seemed to impose itself as a matter of course. In this
sense, Europe appeared simply as a realistic solution to the economic tensions of the 1980’s. Due
to the increasingly visible transnational dimension of economic evolution and substantive
pressures, the idea of “unleashing” market forces by freeing trade on a regional scale gained
momentum.

There was nothing particularly revolutionary in this idea, which consisted of a

straightforward extension of classical economic reasoning in terms of comparative statics and the
possibilities to exploit economies of scale and comparative advantage. What was new was the
sense of that this drive toward greater economic exchange had acquired a particular urgency due
to an accumulation of economic pressures. The Single Market appeared as a rather natural and
logical next step for a set of mature European economies to adapt to a new substantive reality – as
a way for the political leaders of Europe to cope with the pressures of an increasingly global
economy in a carefully controlled way.20 As a matter of pure economic and political pragmatism, it
seemed logical to adapt to the internationalization of economic relations through a corresponding
internationalization of economic policy-making.
There is a good deal of empirical evidence that tends to support this view of Europeanism as
pragmatism. The 1985 White Paper on the Internal Market, which served as a blueprint for the
Internal (or Single) Market agenda of “1992,” was consistently sold by its promoters as a necessary
adaptation to new substantive realities and a way to solve the problems encountered by the
19
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member states of Europe in dealing with the international dimensions of policy-making. It was
formulated as a list of about 300 realistically achievable measures that were intended to bring down
the many non-tariff barriers (NTB’s) that still existed within the Community – the “physical” barriers
such as border controls, “technical” obstacles such national norms and standards, and the “fiscal”
distortions that is to say the many tax practices that discouraged trade between the member states.
Clearly, the White Paper was a complex document and the whole “1992” endeavor was a response
to a variety of trends.

21

But the initiative was introduced in the context of a universally

acknowledged trend of increased intra-EEC protectionism that had surreptitiously accompanied the
recession of the 1970’s.22 While some European countries saw a certain level of protection as a
rightful defense against the penetration of imports from third countries, the common memories of
the disastrous beggar-thy-neighbor protectionism of the 1930’s were nonetheless still vivid and
protectionism did not appear as a satisfactory long-term solution to economic competition and
adjustment problems. Insofar as the Internal Market initiative was aimed to reverse that trend and
facilitate the circulation of goods, capital, labor and services throughout the Community, it built
upon and revived a number of earlier EC initiatives aimed at this objective.23 The choice of a
catchword like the “internal” or “single market” seemed an adequate policy response to the fact that
the substantive reality and inescapability of market forces that originated beyond fragmented
national boundaries loomed particularly large in European elite perceptions at the time when the
project was adopted.
The construction of the 1992 agenda with reference to the substantive reality of the market
must also be understood in the context of the historical objectives of the EC, which made a market
agenda seem rather innocuous. In many ways, the market was the essence of the European
Community – the EC itself was in fact better known as the EEC (“European Economic
Community”), or even more tellingly, as the “Common Market”.

When the Jacques Delors toured

the capitals of Europe in late 1984 to sell this idea to the member states as a return to the original
idea of Europe’s founding fathers, there was no a priori objection to it.24 The substantive deal on
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the Internal Market was soon buttressed by the signing of a new treaty, the Single Act, whose
central novelty was to empower the Council to adopt by qualified majority vote those “measures [...]
which have as their object the establishment and functioning of the internal market” (Article 100a).
The member-states were thus formally reasserting a commitment to tread down the path of the
“internal market”. While there was no guarantee that this would indeed happen and that the EC
would shortly thereafter become the EU, it is nonetheless important to understand that this
outcome was thoroughly predicated on the existence and the reassertion of the original goal of the
European Community as it was spelled out in the 1950’s.
Perhaps even more importantly, the Single Act resuscitated the “Community method”, i.e.
the practice of majority-rule decision-making, at least on matters relating to the “internal market”.25
The Single Act itself implied a certain abandonment of the so-called Luxembourg compromise –
i.e., an intergovernmental gentlemen’s agreement by which any member state could legitimately
veto any proposal that its official representatives considered contrary to the national interest.26 The
problem with this informal agreement was that it effectively trumped the formal decision-making
structure and the spirit of the Community, whose explicitly agreed-upon normal voting principle was
majority rule.27 The problem here was a little trickier than with the rejuvenation of the “Common
Market” objective of the 1950’s into what became known as the “Single Market”. The issue was
perhaps most sensitive in France, where the party in power was the self-proclaimed Gaullist RPR
and where the shadow of de Gaulle’s past intransigency toward the EC still hovered over party and
parliamentary politics.

Yet what redeemed the new treaty in the French Parliament was the

precisely the fact that the Luxembourg compromise had always been informal – and, therefore, its
explicit repudiation was not necessary.28 As long as the substance of EC decisions remained
25
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circumscribed to “the market” and presumably did not affect “vital interests”, it seemed once again
rather logical to support a treaty that merely facilitated the adaptation of Europe to the new
economic realities of the market.
Thus, in the context of the mid-1980’s, the large community of European policy-makers
eventually sided in favor of the Internal Market objective – at least at a rhetorical level – both
because “the market” fit the dominant substantive understanding of the economy in European elite
and because it appeared to be in tune with the natural vocation and competence of the European
Community. The Single Act was ratified by all twelve member states without any major problem –
either by the national parliaments or by referendum in the case of Ireland and Denmark.

In

France, a large multi-partisan majority of the National Assembly (498 votes out of 572) eventually
emerged in favor of the Single Act on November 20, 1986.29 In Britain, the debate pitting Mrs.
Thatcher against the “anti-Marketeers” was cast in terms of “sovereignty,” and thus somewhat
similar to the French debate; but Thatcher’s majority in the Parliament was so overwhelming that
the Single Act passed also without any difficulty.30 In Germany, the main point of contention was
the Bundesrat’s demand to participate in the decision-making process at the EC level, which was
not supported by the federal government and was ultimately withdrawn.31

The Netherlands,

Belgium and Luxembourg ratified the Act without difficulty, as well as Spain and Portugal, the two
most recent newcomers to the European club. Ireland voted by referendum in favor of the treaty
also without any problem.32 The only delay in the ratification process actually occurred at the very
beginning, as a result of Denmark’s decision to abstain from signing the treaty until it held a
referendum that approved the decision.33 After the Danish referendum was held, Greece and Italy,
which had also abstained from signing the treaty as a gesture of solidarity with Denmark and of
protest against the “narrow” range of the reform, soon rejoined the European chorus.
However “narrow” it may have seemed, the Single Act’s apparently modest focus on making
the market “function” more effectively, was probably the condition of its success. As it later turned
out, “the establishment and functioning of the internal market” could be taken to mean quite
different things. The meaning of an informal institution such as the market is, by definition, a matter
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of intersubjective understandings. The market consist of broad sets of principles, categories, and
metaphors delineating how the economy “works”, rather than of a coherent programmatic policy
blueprint or paradigm. It therefore remains relatively blurred and amorphous as long as it is not
articulated into formal arrangements and policies.

Yet a key to the political success of the Single

Market agenda was the fact that – despite its name – the radical orientation of the proposed
solutions did not become visible immediately.

The concrete proposals contained in the White

Paper on the Internal Market did spell out certain important reforms that promised to generate
conflict, yet they were so detailed that the bigger picture was not immediately apparent.
Second resolution: Europeanism as modernism
The drive toward “more Europe” was not merely a matter of strict economic and political
pragmatism, however. Another element that played in favor of a European solution to the tension
between “the state” and “the market” was the ever-more widespread diagnosis of “Eurosclerosis” –
and its implicit cure, consisting of market modernization. In this sense, the 1992 project was can
be legitimately called “a true blend of vision and pragmatism”.34 Two elements can indeed be
distinguished within this view of Eurosclerosis. First, it served as a descriptive label for a diffuse
series of economic, social, and political problems that seemed to affect the old continent. The crux
of Europe’s sclerosis lay in the apparent permanence of sluggish rates of economic growth. It was
a distinctively European disease, since the United States and especially Japan at that time were
undergoing a certain economic renewal fed by a growth of modern information and communication
technologies.

The perception of Europe as a technological laggard and a less-than-average

economic performer fed into the diagnostic of Eurosclerosis. To be sure, there was a substantive
reality behind that diagnosis. European firms had difficulty keeping with the accelerating pace of
business cycles and very few of them figured among the world’s leading corporations in the
vanguard technological sectors.35

Partly as a result of this relative technological lag, the

macroeconomic situation was characterized in most European countries by a combination of
stagnation and inflation, which generated massive and durable unemployment – something that
both the United States and Japan had managed to circumvent.
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Yet what is perhaps most interesting about the vision of European economies as completely
mired in red tape is the second element of the diagnosis – its peculiar normative appeal. With the
convenient label of “Euro-sclerosis”, a link was established between a region-wide problem of
economic stagnation and the lack of progress in the area of European market integration.
Somehow, the sluggish progression of the economy was conflated with the stasis in the process of
regional integration, and an equation was implicitly established between a political re-launching of
Europe and the possibility of an economic renewal.36

While the Euro-sclerosis diagnosis

suggested that the market was a substantive reality that could not be ignored, it also provided a
path of regeneration for a European continent afflicted by economic illness. The beauty of the
market vision, in this case, is that it established a causal connection between the debilitating
pressures that afflicted the organizational basis of European economies and the remedial purge
that was best fit for this situation – between a substantive understanding of what was really
happening in those economies and a normative model of how they should be reformed. The
solution to market pressures and constraints was precisely to yield to the market and thus to turn it
into a positive economic opportunity. It became conventional wisdom that the traditional European
models of public regulation and/or public sector presence in the economy had become obsolete;
and, therefore, the solution must be an ambitious European-scale initiative that would sweep away
these antiquated economic governance models.
Progressively, Europe and its normative ideal of market reforms became identified with a
path toward economic modernity. This development was rather complex and is aptly illustrated
throughout the many EU documents that call for greater “competitiveness” and faster progress in
the implementation of market reforms.37 On the one hand, the new equation between European
integration and growth gave voice and respectability to a set of well-known liberal economic
arguments. The liberal critique of the European model of the welfare state and public intervention
in the economy was partly recycled at the service of European integration.

Perhaps not

surprisingly, some of the traditional free-market recipes were generalized beyond the areas where
the market was already a substantive reality. There was undoubtedly an ideological dimension to
this process, which partly reflected nothing more than the political pressures of political parties and
interest groups who had a direct stake in the extension of the norm. On the other hand, the
European solution to the problem of Euro-sclerosis was not “ideologically” liberal in a simple sense.
36
This is particularly clear in the editorial pages of the business opinion leaders of the late 1980’s, especially The Economist and
The Financial Times.
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It also resulted from the intuitiveness – what sociologists would call the “taken-for-grantedness” – of
the market norm in the context of the 1980’s.

That peculiar historical timeliness created political

opportunities for those who found it expedient to rally under the banner of the market, even in issue
areas where the market was not previously perceived as a substantive reality. This was especially
the case in three key areas of European policy-making since the 1980’s – technology, competition,
and structural policies.
First, European “technology policy” consisted in developing and spreading cutting-edge
technologies across the European economy, especially through various European technology
programs.

This endeavor was clearly reminiscent of traditional industrial policy and public

intervention in the economy, yet its basic outlook was somewhat different. The goal was not so
much to control and direct the operation of markets, but to generate innovation and complement
private efforts in this area. The first major programs launched by the European Commission in the
mid-1980’s, such as the 1984 initiative to launch a European Strategic Program for Information
Technology (ESPRIT), were designed to support “pre-competitive research,” especially in
technological R&D, with the intent of competing with the United States and Japan.38 While freemarketeers hoped to impose their preferred agenda in the name of “Europe,” supporters of the
public sector wanted to push at the European level precisely the type of policies that they felt could
no longer be pursued only at the national level.

In addition, the mercantilist appeal of the

competitiveness agenda periodically resurfaced and afforded a view on the ambiguities of various
actors in their nominal commitment to the norm of the market.39 From the beginning, European
Commission officials gave verbal support to the idea of an industrial policy – even though its
content was never all that clear, in part because the very principle of industrial policy was
potentially in conflict with that of competition policy.40 It remains nonetheless that R&D policy, i.e.
38
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a very specific type of industrial policy, became an ever more tangible reality. Most clearly, it was
the object of a steadily expanding EC-level investment over time. The amount of EC money spent
on common R&D programs increased from 1.6% of the total EC budget in 1981 to about 3.6% of
the considerably expanded EU budget in 1999.
Secondly, European competition policy certainly became one of the best-known aspects of
EU economic policy-making in the 1980’s and 1990’s. This policy area emerged relatively slowly,
however. Only in 1989, when the European Council of Ministers passed the long-awaited Merger
Regulation, did autonomous EU powers on competition policy really become far-reaching.41 More
generally, the normative model that underpins European competition policy derives from the ideal
of a free competitive market. If an economic entity holds a dominant position for the supply of a
certain category of products or services, then there is a risk of “monopoly rent” and the
competitiveness of the economy is at stake; therefore, certain steps must be taken in order to
ensure the maintenance of economic competition. While European competition policy is supposed
to be neutral vis-à-vis the private or public nature of corporate ownership, the European
Commission – especially its Competition Directorate General (DG IV) – is also in charge of
discouraging “state aid” to industry and, in practice, it has subjected public firms to relatively stricter
scrutiny than private firms.
Thirdly, European “structural” policies cover a variety of targeted economic infrastructures
and regional development programs. The term was coined in the Commission’s 1993 White Paper
on Competitiveness, Employment, and Growth. That document contained three parts. The first
part built on the earlier 1992 initiatives and simply called for a better implementation of the original
agenda (“improving” the internal market), especially in the area of frontier controls and public
procurements, as well as for a better tax “coordination” – after the relative failure of tax
harmonization.

But the most innovative part was the third one, calling for “trans-European

networks” (TEN’s) in the area of energy, transportation, and telecommunication. Its emphasis was
on “coordination” rather than competition. This idea itself can be traced back to a “European
growth initiative” adopted by the Edinburgh council in December 1992, and can even be traced
back to a 1985 plan called the Missing Links project, presented by the European Roundtable of
Industrialists, that called for an investment package of 60 billion dollars for the construction of
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transportation systems and links that would make internal borders virtually irrelevant.42 This was
industrial policy if anything – and very different from the more laissez-faire, lobbying-oriented
Business Roundtable in the US.
Altogether, the motivations behind the accelerated development of these various EU policies
to support “competitiveness” were in fact very mixed. Inevitably, many member states showed a lot
of reluctance when time came to renew or increase the funding for costly industrial or
developmental programs.43 After the 1990’s recession hit Europe, there was even less funding
available, and the White Paper of 1993 was quietly shelved for better times.44 Yet, despite the
overall shift toward more market-oriented reforms, the problem of engineering the allocative
efficiency of resources through direct microeconomic interventions in the economy has remained to
this day a legitimate object of policy debate at the EU level. The normative spread of the market
norm was certainly facilitated by the fact that the idea of industrial policy was put on the back
burner but kept alive, rather than completely abandoned. In general, the policy content of the
European “competitiveness” agenda of the 1980’s and 1990’s offers an insight into the growing
normative status of the market and its utilization for the purpose of greater European integration.
“Building competitiveness” was a roof for a relatively broad spectrum of proposals, some of which
were not particularly liberal in character. Part of its broader appeal when compared to earlier
European initiatives to revive the Common Market was precisely the fact that the European 1992
competitiveness agenda was not exclusively couched in liberal terms.
This broad appeal was especially conspicuous at the beginning of the reform process, when
the re-launching of Europe was closely associated with a desire for closing the technological gap
with Japan and the United States. As the Single Market and thereafter Economic and Monetary
Union increasingly occupied the center stage of European reforms and policy-making in 1988-92,
the liberal aspects of the agenda often appeared as relatively more salient. Even then, however,
the goal in many instances was to generalize a more “modern” and “market-based” model of
economic governance, rather than to bring policies and governing mechanisms in tune with a
substantive pre-existing market force or reality. Traditional policy approaches were clearly altered,
but not entirely jettisoned. There was a continuing debate on the “integrity” of Europe’s economic
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“space” and on the “reciprocity” requirements vis-à-vis third countries.45 Thus, the broad normative
understanding of the market and the ideal of competitiveness left room for the continuing
aspirations for certain forms of political control over the economy.
Of course, the Europeanist drive to “modernize” the economy did not translate into an
industrial policy on a scale anywhere near that of traditionally “dirigiste” states like France. The
idea of an “industrial policy” was not particularly attractive in Britain or Germany to begin with –
except, in the case of Britain, if the corresponding industrial subsidies could somehow replace the
agricultural subsidies at the EC level and thus consecrate Thatcher’s demand for her “money
back”.

46

Yet by the mid-1980’s, even countries like France were suspicious of traditional forms of

industrial policy based on the promotion of individual firms or industries, given the blatant
transformation of many would-be “national champions” into actual “lame ducks”.47

With the

experience of such failures, Delors and other promoters of “competitiveness” policies at the
European level wanted to invent a new kind of industrial policy, geared primarily toward the
diffusion of technological R&D in the economy, the development of public infrastructures, and other
programs of “structural” assistance. There was a demand for new public policy ideas in the area of
economic policy-making, to which “Europe” appeared to bring certain answers.
The Single Market agenda of “1992” came to embody a sort of minimal normative
consensus on the inescapability and superiority of the market over other modes of economic
organization. Even those policy-makers who – like Delors – had no particular ideological inclination
in favor of free-market liberalism embraced some of its tenets and supported the objective of the
Single Market. The Single Market, and more generally “Europe”, presented the advantage of
focusing on a given political level a diffuse call for market reforms. Since the 1970’s, policy-makers
in the member states of the European Community were widely searching for solutions to the
problem of sluggish growth. The apparent bankruptcy of old recipes for producing growth seemed
to call for new and presumably more “market-oriented” policy initiatives. The stage was therefore
set for a new European initiative and market reforms had become politically acceptable.48 Under
the uniform modernist heading of the Internal Market, the competitiveness agenda was in fact a
45
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relatively eclectic grab bag of recipes for spurring economic growth. The evolution of the West
European economic context provided a legitimate basis for the trial of new economic recipes and
therefore a ready-made rationale to justify unprecedented and possibly unpopular politicaleconomic reforms. All other things being equal, it is easy to understand that the Single Market
agenda and, to a lesser extent, EMU were bound to meet a rather positive reception in that
context.49 By the same token, one can safely assume that the same program would probably not
have encountered the same immediate success ten years earlier.
Third resolution: Europeanism as utopianism
The market agenda of the 1980’s and 1990’s reflected a shift in the balance of public and
private power in the economy. As we saw, it would be misleading to interpret this shift as a strictly
“ideological” cover for the social interest groups empowered by substantive economic trends. It
also reflected a broader enhancement in the status of the market as normative model of resource
allocation and as versatile platform between largely conflicting worldviews. Regarding the latter
development, Europe served once again as a tension-reducing device. A cosmological shift of this
magnitude – somewhat like a Gestalt or paradigm change – never occurs automatically as a result
of substantive material forces. And while it may accompany the diffusion of a normative ideal, it
tends to be more reflexive, more politicized, and less incremental than the process of normative
diffusion. Any such big-picture change requires a massive political accommodation that goes well
beyond the substantive check of reality and the normative call for modernity. In the context of a
transition to a more market-centered minimum platform of political discourse, “Europe” played an
important part precisely because it was a sort of utopian land that could be filled with a variety of
aspirations, many of which were difficult to reconcile or even in direct contradiction with each other.
In this sense, “Europe” also represented a kind of utopia that could serve to deflate the difficulty of
reconciling conflicting views of the world whose core and also largely elusive nexus was the
existence of “the market”.
As we already began to see, the Single Market, though clearly centered on liberalization
proposals, did not simply embody the liberal creed of a lean state and a free market. Delors and
his staff consistently made conscious efforts to distinguish their proposed reforms from the agenda
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of a “liberal” Europe at the service of big business.50 Two observers of Brussels politics offered the
following view in 1990: “During the particular decade of the 1980’s, Europe has been relaunched
upon a wave of liberal thinking. [...] It is an irony that this liberal consensus served to deepen the
EC’s supranationalism irrevocably. Whether it continues to set the tone of that supranationalism is
open to doubt [...] But for the moment the rallying point for Europe’s beleaguered interventionists
are the ‘social dimension’ of the Community”.51 The exact nature of the balance between market
liberalism and the social dimension in recent European integration is an object of debate.52 And
indeed, the Single Market as designed and elaborated in the 1992 project could be fashioned to
fulfill a variety of political as well as economic objectives. The utopian political dimension of the
European enterprise perhaps surfaced most clearly during the ratification process of the Maastricht
Treaty, however. It then became clear that the common aspiration for “more Europe” permitted to
assuage – but not to completely avoid – a clash of grand political visions on the respective status
and role of the state and the market.

Over the course of a decade, EMU crystallized many

aspirations and was characterized by very complex negotiations.53

Yet a fundamental and

consistent element of the political dynamic that fuelled the progress of EMU was that this objective
could be pursued in the name of greater and more harmonious market integration. The whole
enterprise of monetary union can in fact be viewed as a balancing act between a desire to
regenerate the “sovereignty” of the state and a call for more “orthodoxy” in the management of the
economy and public finance.54 For the purpose of clarifying the discursive context of this endeavor,
however, a brief survey of the ratification process of the Maastricht Treaty in the member states
already makes it abundantly clear that the stakes of EMU reached well beyond a simple calculus of
economic costs and benefits of moving to a new currency.
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The political debate on the Maastricht Treaty slowly picked up speed and then dramatically
put the whole European enterprise in question after the Danish rejection of the Treaty by
referendum on June 2, 1992 (50.7% voted against the treaty). 55 Of course, that result did not mean
the death of the treaty. In most of the twelve member states, the treaty was to be ratified by
national parliaments. In the European context of unitary systems of government, this meant that
the treaty would almost certainly be ratified, as long as governments reflecting parliamentary
majorities had signed it. There was limited contradictory debate on the treaty in Italy, Spain,
Portugal, Greece, where the direct benefits from EC membership were so visible that the support
existed for almost any initiative geared toward closer union.

This was also true for historical

reasons in Belgium, the Netherlands, Luxembourg and to a lesser extent in Germany, where the
federalist impulse was dominant.56 Popular referenda were scheduled only in Denmark, Ireland,
and France. The Danish referendum came first, but two weeks after the Danish nej, the Irish
referendum was held and the vote was overwhelming in favor of the treaty.57 Furthermore, as soon
as the Danes rejected the treaty, EU legal experts started to design ways of circumventing the
problem by organizing a second referendum in Denmark.

Even the British government was

concerned about the Danish rejection, since new Prime Minister John Major wanted to clear
himself from the Thatcherite legacy of nay-saying on Europe and build a leadership role for Britain
in the Union.58 The referendum eventually took place in May 1993, this time resulting in a positive
result.
Yet the interesting side-effect of the June 1992 negative result of the first Danish referendum
was to trigger considerable debate throughout Europe as to the finality of the treaty and of “Europe”
more generally.

Two issues acquired particular salience on a cross-national basis.

The first

central issue, as in the debate on the Single Act but with greater intensity, was “sovereignty” – and
whether Europe meant “giving it away” to faceless technocrats sitting in Brussels. In Britain, the
Tory old guard immediately jumped on the opportunity to criticize the protectionist and centralizing
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tendencies of “fortress Europe” and erected itself as the defender of British sovereignty.59 The
German debate rarely put the problem in such terms, yet the polls clearly suggested that Germans
had strong misgivings about giving up the most vivid trapping of “normal” statehood that they had –
their currency. Given the considerable political clout of defenders of the deutsche mark, especially
within the independent German central bank, the prospect of moving toward a single currency
seemed dim.

In France, socialist leader Jean-Pierre Chevènement and other “sovereignists”

immediately marked their disapproval of the treaty.60 Under strong political pressure after the
negative result of the Danish referendum, French President Mitterrand decided to also organize a
referendum in France on the ratification of the Maastricht Treaty. This peculiar context thus made
the French referendum particularly important and revealing of popular perceptions and
contradictions about European integration. The eventual result of September 20, 1992, was a
“petit oui” – with 51.04% of the votes in favor of ratifying the Treaty – but the debates preceding the
votes were intense. As in other EU countries, sovereignty was a difficult issue both for the left and
the right. 61

On the right, most politicians stayed silent but opposition leader Jacques Chirac and

his party the RPR were notoriously ambiguous. When Chirac finally decided to support Maastricht,
it was largely for electoral reasons – in order to achieve to reunite the ranks of the “pro-European”
right outside his party and thus to reach the presidency.62 The call was tougher than for the Single
Act, but Europe still represented a certain form of pragmatism.
Even more interestingly, however, the ratification debates – unlike the 1986 debates on the
Single Act – overtly centered on a second issue, namely the relative importance of “the market” in
the whole European agenda. This was particularly clear in France, where the Maastricht debate
squarely raised the question of the future nature of a united Europe – whether it should be a “free
trade area” or something else, “more political”.

For some Europeans, Europe was almost

inherently turning into a liberal beast that they rejected. For example, the Maastricht Treaty was
disliked by the overwhelming majority of communists who criticized more generally the “Europe of
capitalists”.63 But for many others, the treaty represented a step beyond the market – a way to
balance the 1992 project of a Single Market. Many socialists found Maastricht better than the
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Single Act because they judged it more “political and social”.64 More surprisingly perhaps, that was
also the rhetoric adopted by many prominent members of the French political right.65 Similar
debates took place in other countries, even though they were often less explicit and public since
the ratification process remained in most cases confined to the floors of national parliaments. In
Germany, the ratification debate had a greater resonance and lasted for a very long time – until
October 93 – not because of a referendum, but because it was delayed by a legal recourse against
the Treaty before the Constitutional Court of Karlsruhe.

Over time, Kohl progressively chose to

“package” the realization of the Maastricht Treaty and monetary union as the fundamental
foundation of a stable peace between European nations.66

This broad security rationale was

probably an accurate reflection of Kohl’s vision of Europe as a necessary future for Germany given
that country’s historical and geopolitical situation. Yet it was also a very abstract vision of Europe
forty years after World War II, and one that did not really impinge on the actual bargaining and
political process that led to the treaty.

The politics of EMU in Germany were such that “the

domestic power of ordo-liberalism was a reality to which [Kohl] recognized that he had to
accommodate his approach”; hence, “the critical importance of economic stability as a precondition and goal of EMU”.67 Thus, Kohl’s vision of Germany within a “stable” Europe hinged on
his capacity to exploit and update an “ordo-liberal” rhetoric founded on a particular vision of the
market inherited from the 1950’s – the “social market economy”. Here again, the market therefore
constituted a versatile platform of political discourse.
Thus, the prospect of European union served the political function of facilitating and
accommodating a broad shift in worldviews that hinged on a more positive acceptance of “the
market”. In many ways, European integration was a way for political actors to hedge their bets
without losing face. In the mid-1980’s, the central goal of a Single European Market rallied both the
traditional economic liberals, like Thatcher, for whom the remedy to “Eurosclerosis” was simply
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“less state” in the economic sphere, and the advocates of a reformed but persistent public-sector
role and protective regulatory framework for the economy, like most French socialists but also the
social democrats and some moderate conservatives of northern Europe. The European platform of
“competitiveness” policies and especially the agenda of monetary union represented an attractive
compromise between those Europeans who aspired for liberal market reforms and those who were
not particularly enamored with the Single Market yet saw it as an interesting opening or at least a
welcome respite in their search for new economic and political governance models.68

Thus,

Europeanism represented a sort of utopian balancing act between these various constraints and
aspirations.
The politically open-ended nature of Europeanism was nothing new. The integration of
Europe has always followed a logic of postponing conflicts and conflict-ridden choices.

Already at

the origins of the European Community, the founders of Europe were careful to strike a balance
between economic liberalism and dirigisme, so as to appeal to the widest possible political
clientele.69

To some extent, this remained the case – one important reason why Europe’s

institutional integration could continue to progress was that its ultimate political nature and shape
remained open-ended. An important attraction of “Europe” for its proponents in the early 1980’s
was that, at least initially, it embodied a tacit truce between the advocates of economic liberalism
and the supporters of various traditional elements of public power in the economy. The prospects
of greater political as well as economic integration, especially on the monetary front and beyond,
satisfied those who aspired to something “positive” through and beyond the Single Market of 1992
– even if there was little concrete basis yet for these aspirations in the actual text of the White
Paper on the Internal Market and the Single Act.
What was new, however, was the constant reference to “the market” and “market-oriented”
policies in the most important institutional innovations that fed the momentum of European
integration from 1985 until the advent of monetary union. The re-launching of Europe in the form of
the “1992” agenda fudged as well as reflected the 1980’s shift in the ideological pendulum. The
fact that Europe took up the banner of the newly prevalent informal institution of the market
certainly contributed to the initial vogue of the Single Market agenda. Within this very peculiar
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context, it was indeed the result of grand bargains between the member governments.70 To be
sure, Thatcher made it clear that she would support nothing other than a free-market Europe and
then the other member governments agreed to launch a Single Market initiative as a way to relaunch Europe. Yet this is a case where the broad ideational context may have mattered more for
the success of the new European initiative than its narrow and largely unspecified material content.
While the idea of “the market” certainly captures the main spirit of what happened in the area of
European integration in the last fifteen years of the century, this does not mean that European
integration was fuelled primarily by concrete economic forces and motivations. This becomes clear
if we look at “the market” not only as a substantive reality, but also as a normative ideal and above
all as a versatile platform of political discourse that permits to partly reconcile otherwise conflicting
worldviews.

Conclusion: The market beyond economics and endogenous policy theory
This paper has suggested that the market is a loaded term.

It constitutes a very

encompassing informal institution that serves to characterize at least three different orders of
phenomena – substantive reality, normative ideal, and versatile platform. Consequently, the three
foregoing market-based dynamics of European integration reinforce each other, yet they convey
different aspects of the process. For the purposes of clarity, they ought to be more consistently
separated from each other – even though they each derive their rationales from the sudden
salience of “the market”. Invocations of the market for the purpose of institutional reform should not
always be interpreted as “economic” in a straightforward way.

This may be the case if the

phenomena that we are referring to are economic in a strict sense and when the primary motivation
of reform is to pursue aggregate economic welfare or interests in the face of changing substantive
conditions. In such cases, the substantive recognition of the existence and preeminence of a
market – and the corollary understanding of Europeanism as a variety of economic pragmatism –
can be rightfully called “economic” in the strict sense of being a direct way to apprehend and react
to the economic forces of supply, demand, and price-sensitive individual behavior. There is no
doubt that this type of dynamic – especially the visible and especially dramatic changes in finance
and some other fast-moving economic sectors in the 1980’s – fostered certain political
opportunities and incentives and directly played a role in the genesis of the Single Market program,
the Single Act, and the Maastricht Treaty.
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Yet many other market-centered rationales of reform are more properly called political.
These are arguably more important than the purely economic rationales, if the goal is to
understand the dynamic of many recent European-level reforms.

When the market was invoked

as a normative ideal or as a versatile platform, this was not directly the result of “market forces,”
and therefore not strictly a matter of “economics”.

Neither was it a straightforward political

consequence of the broad economic evolution, i.e. the translation of growing economic resources
for certain groups into a new balance of political power and outcomes that unambiguously reflected
the preferences of these groups. In this sense, one vision of “political economy” – the notion that
economic trends mechanically percolate in the political sphere as growing power resources and
influence for certain economically defined interest groups – may be misleading. In some cases,
this can be taken as an accurate substantive depiction of the political evolution, but in other cases
we are really talking about a genuinely non-economic phenomenon that takes the appearance of
economic necessity for expedient political reasons. In the 1980’s and 1990’s, “the market” certainly
was a fundamental underpinning of Europeanism, but this does not mean that European integration
was fundamentally about economics nor even about “political economy” understood as the political
pursuit of clear economic interests. The fact is that justifications of reforms in terms of the market
rested not only on a substantive reality of economic forces and interests, but also on the
generalization of a normative ideal and on a shift in the cosmological balance of the political order.
This tends to cast doubt on the usefulness of the economic and endogenous policy perspectives.
What I have called the modernist and utopian motivations of European integration directly rely on
the historically acute political appeal of the market as normative ideal and as versatile platform.
By the same token, this reminder of the political nature of many market-based justifications
of the recent drive toward greater European institutional integration brings me to an important
caveat. In this paper I have focused on the broad historical context. I have barely touched upon
the concrete politics of the process of European union. My intent was to characterize the ideational
context within which these reforms where undertaken – a certain golden age for “the market” in
substantive, normative, and discursive terms all at the same time. This ideational context became
an integral part of the political formula that led to European union. At least three ideal-typical
meanings of the market were mobilized in the process of European union, but they predated that
process.

These three distinctive and informally institutionalized meanings of the market were

readily available for actors to mobilize. Yet in order to fully explain the various facets of the
transition from the EC to the EU, it is of course necessary to delve in much greater detail into the
politics of the reform process in various issue areas. This chapter completely left aside the task of
showing how actors mobilized these meanings in concrete cases of reform.

Its more limited
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purpose was to set the historical stage for such an interpretation of recent European integration.71
Its working assumption is that it is important to understand that historical context because it set the
terms of the debates about European reforms since the 1980’s. This chapter simply contends that
these meanings formed an important historical backdrop for the political mobilization of arguments
in favor of “Europe” in a variety of issue areas.
Some preliminary lessons can already be drawn from such a broad historical overview. It
should come as no surprise, after all, that a deep-reaching process on the scale of recent
European institutional integration, culminating in the creation of a common currency, was in fact
intensely political. Over time, the differences in motivations behind the choice of Europe in the mid1980’s were bound to resurface periodically on the path of reform. Based on the divergence of
motivations among European governments, it would have been difficult to predict the remarkable
success of a set of European reforms premised on “market-building”. That development, in turn,
involved a series of difficult choices and reforms across European economies and could not come
simply as the result of coincidental convergence of interests in the new context of market
orthodoxy.

The common ground, at the beginning, was a minimal consensus merely on

acknowledging the problem of “Eurosclerosis” and on the general objective of a “Single Market,”
rather than on a detailed set of solutions to the problem. After all, liberal economics had always
been and remained controversial in a European political context, despite the rise of the market as a
widespread mode of rationality. While the origins of that process can indeed be traced to various
elements of a new economic context as well as to a certain bargaining situation, it is not completely
clear whether these first steps really “explain” the snowballing dynamic of reform that followed the
Single Act.
To be sure, some degree of marketization was going to happen anyway in some
technologically fast-moving sectors of the economy such as finance or telecommunications, and
the corresponding establishment of market arrangements at the European level can be read as a
straightforward result of this market dynamic. Traditional national models of economic governance
were behind the curve of technological and economic evolution and there was a general sentiment
that they must be reformed. Thus, certain liberal reforms that were central to the European agenda
of “1992” – such as the lowering of regulatory barriers between Europe’s financial systems or the
opening of telecommunication networks – may have been indispensable and represented nothing
more than a victory of common sense over institutional inertia. A fundamental contributing factor
for the progress of reforms is that, once the market became established as an orthodox informal
institution, it ceased to be paradoxical.
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European political economy that appeared paradoxical – literally, contrary to the new market
orthodoxy. Particular social groups who had a stake in their perpetuation found it increasingly
difficult to defend these formal institutional structures by invoking broadly acceptable principles,
categories, and functional metaphors that were largely antithetical to the market.
Yet the fact remained that these groups of people were or felt directly threatened, in their
way of life, by the prospect of formal institutional change.

Scholarship in the historical

institutionalist tradition clearly suggests that formal institutions, as structures of power, have a
peculiar rigidity – precisely because they are more formal, rest on clear material bases, and take
definite and concrete real-world forms endowed with considerable inertia. While the recent political
economy literature in the tradition of endogenous policy theory usefully points out the importance of
economic resources in politics, it also overestimates the sheer impact of market forces in
processes of institutional reforms. In fact, when such explanations in terms of “the market” are
unpacked, they often conflate different meanings of the market that should instead be separated for
the sake of greater conceptual clarity. Insofar as a process of giving birth to institutional reforms
generally affects well-entrenched actors, such a process is bound to run into political obstacles
from institutionally entrenched constituencies.

Some actors may be empowered by economic

evolution, but the greater availability of economic resources does not always overcome institutional
inertia. The process of European integration certainly fits this pattern. As it turned out, many items
of the “1992” agenda had a certain logic that involved a radical departure from the formulas of
political-economic order established in Western Europe in the aftermath of the Great Depression
and the Second World War. The rising informal institution of the market seemed to justify certain
reforms that happened to be orthogonal to the formal institutional structures of postwar West
European economies. Sooner or later in the reform process, the discrepancy between the new
market orthodoxy and certain non-market institutional structures inherited from the past was bound
to become more apparent and politically problematic.
On the face of it, there was a qualitative jump from the 1970’s diagnosis of ineffective
macro-economic policies to the 1980’s series of structural reforms resulting in a change of the
balance of public and private power in the economy. Beyond a small number of indispensable
reforms, it is arguable whether the particular set of political-economic reforms implemented at the
regional level were unambiguously the most appropriate to modernize the formal configuration of
Europe’s economy, or that they clearly corresponded to the changing economic interests of
powerful groups in West European societies. Somehow, a political formula had to be found in
order to resolve the resurfacing conflict between “the market” and “the state” – between the formal
and the informal institutional bases of European political economy. As it turned out, a crucial
element of the remarkable recent progress of European union was the mobilization of the market
42

as an informal institution and the elaboration of a set of evocative arguments about how to respond
to the challenges of globalization. Only the political mobilization of a variety of market arguments –
substantive, normative, and discursive – eventually permitted to trump the inertia of existing
institutions and thus to durably re-kindle the process of European integration. It is toward this
complex but very vivid political mobilization of market arguments in favor of a more integrated
Europe that we need to direct our attention.
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