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The liberty of international trade—the much celebrated “free trade”—is certainly one of the basic principles underlying neoliberalism, both as an ideology and a new phase of capitalism imposed to the world economy since, at least, the early 1980s. Any barrier to the functioning of “free markets” should be suppressed, within domestic economies and internationally, concerning commodies and services as well as monetary and financial mechanisms! 

That significant and very unequal limits to such liberalization of trade still exist will remain beyond the limit of the following discussion. We will also take for granted the devastations due to the opening of frontiers between countries of largely unequal levels of development. Historians have lagerly documented the high cost of exchanges between the former colonial powers and their colonies (in the context of strong restrictions toward the rest of the world) for the great  masses of the populations of these countries. An historian like Paul Barioch
 goes as far as to make of the imposition of the opening of their frontiers to the rest of the world by the main capitalist countries, the main cause of unequal development, that is what used to be called “underdevelopment.” More recently, in the 1980s and 1990s, the opening of the countries of the periphery to the (often subsidized) agricultural products of the center and the product of their sophisticated industry have often been described. As a result of such exposure to international competition, traditional national industries were destabilized, opening  the way to transnational corporations, their products and their potential investment in the country. A process of “disindustrialisation” was a common  outcome. Traditional small subsistance agriculture was also distabilized in favor of large landowners, be them national proprietors or transnational corporations. As is well known, the consequences in terms of unemployment and survival of the poorest fractions of the population were desastrous. 

Regional managed integration

Another manner of relaxing trade barriers is to diminish restrictions to exchanges among countries of similar levels of development, to do it gradually, and in the context of the continuous intervention of governments, with the purpose of accompanying the adjustment of each particular economy and achieving a gradual harmonisation of policies and legislations. There are obvious conditions to such procedures, for example, states must conserve a capacity to intervene in their economies (for example, to stimulate investment and technical change…), in particular to control credit mechanisms and the exchange rate of their currency. The distinction between (1) the rules prevailing among the group of countries and (2) the rest of the world is crucial. The diminution of trade barriers among a group of countries of similar levels of development looses its very purpose if the opening is immediately or, too rapidly, extended to the rest of the world. This is true of commercial as well as monetary and financial relationships. 

Provided that basic conditions are met (notably that the countries involved are actually of similar levels of development) and that the accompanying policies are implemented consistently, such “regional” integration may appear higly beneficial to the participants. Larger markets are created allowing for a degree of specialization and economies of scale; competition among the firms of the various countries may contribute to a rising efficiency.
  

This was the case, we believe, for the integration of Europe after World War II. Up to the 1970s, Europe grew rather steadily and rapidly. The purchasing power of the population increased in a corresponding manner. Technological change was rapid and efficient. In particular, Europe gradually caught up with the United States in many fields. This is very evident in any long-term comparison of the data. 

In our opinion, European integration contributed significantly to this evolution. The difficulty in the appreciation of these mechanisms is, however, that the last three decades of the 20th century were, in many respects, quite different from the first decades following World War II. The 1970s and early 1980s were a period of structural crisis in the most advanced countries. Neoliberalism opened a new period, that of neoliberalism, with new rules of functioning, policies, corporate governance,  role of financial markets, etc. The internationalization of production, a continuous process in the history of capitalism, took new forms and was paralleled by the globalization of financial markets. Consequenlty, it is difficult to assess specifically the impact of European integration on the economies of the region, given the transformation of the overall international situation. In addition, the very process of European integration was subjected to the new neoliberal order. It is, therefore, impossible to distinguish, on the one hand, European integration and, on the other, the assertion of neoliberalism. The truth of the matter is that European integration itself “became” neoliberal at certain point in time. Its content was deeply altered. 

Toward a European Common Market

In 1950, the French government proposed to Germany and other European countries a plan, named after is author Robert Schuman, suggesting the construction of a European common market, that is a gradual European economic integration. The first step was, in 1951, the European Coal and Steel Community, unifying the makets for these products among the six countries (Germany, Belgium, Netherland, luxembourg, France, and Italy). In 1957, was signed the Treaty of Rome instituting the European Economic Community (EEC), between France, the Netherlands, Belgium, Luxemburg, Italy, and Germany.  

Actually two treaties were signed, the second one instituting the European Atomic Community (Euratom). The treaty of Rome also instituted the Common agricultural policy (CAP), that is a free market for agricultural products within the community, with protections vis-à-vis other countries, and the granting of agricultural prices. A fund was created in 1962 to finance the CAP, and this financing remained the major expense in the communautary budget. A number of general principles were asserted such as the prohibition of monopolies, and guide-lines concerning a common policy of transports. Some privileges were granted to colonial territories of the member states. 

The treatise also created the major European institutions: the Commission, the European Assembly (later the Parliament), the Court of Justice, and the Economic and Social Committee. The competence and functioning of these institutions were later modified and enlarged. 

In addition to the longer term project of promoting a broad economical and political European integration, the first objective of the treatise was to establish a customs union. All internal tariffs among member countries had to be dismantled within 12 year. This transitional period was shortened, and the suppression of internal tariffs was achieved in 1968. Simultanously, a common tariff was established for goods imported from the rest of the world. Actually important limitations remained concerning the circulation of persons, services, and capitals. The negociation came to a successful end in 1972, and the community was enlarged in 1973 to nine participants with the adhesion of Denmark and Ireland, besides the United Kingdom. 

European integration went on during the following years. The European Council was instituted in 1975, as a periodical meeting of the heads of State or Government. In 1979, the European Monetary System was created, with the European Currency Unit (ECU). The exchange rates of currencies were tied in a band of fluctuation of 2.5%. A process of coordination of monetary policies was started. In 1979, the European Parliament was elected for the first time by direct universal suffrage. During the 1970s and 1980s, Greece, Portugal, and Spain joined the community.  In 1985, Belgium, the Netherlands, Luxemburg, France, and Germany signed the Schengen Agreements, later adopted by most members, initiating a process of liberalization of the circulation of persons. 

The Single European Act

Only in 1987, the Single European Act, initiated a dynamic toward a broader unification. Besides the confirmation of earlier institutional changes, the main objective of the Single Act was the establishment, before the end of 1992, of a full-fledged “common market,” that is the liberalization of the movements of goods, people, services, and capitals. It also included various initiatives tending to achieve more integration concerning social rights, research, technology, and environment. In addition to the fund devoted to the common agricultural policies were created the European Development fund and European Social Fund.

It is always difficult to draw definite frontiers and sub-periods in a process as complex as the European integration, given the broader environment of a world which was engaged since the beginning of the 1980s toward neoliberalism. Still, untill the  mid-1980s, it was still possible to interpret European integration in the continuity of its first steps of the 1950s, mostly the contruction of a regional zone, in which (1) all limits to trade have been banished, (2) common rules prevail in the trade with third countries, (3) a process of harmonization of macro, social, and industrial policies is under way, (4) limits to capital movements have been lifted and financial services liberalized within the zone, (5) political integration appears as ultimate goal. All these transformations have been performed gradually, and with accompanying policies by the governments of each country and common institutions. A priori, such a framework remained compatible with any kind of policy options, such as the fight against unemployment, the stimulation of investment, etc. Only a few common principles had beefn set, such as the fight against monopolies, or other obvious rules of good behavior. This Europe was potentially neither Keynesian nor neoliberal. 

This does not mean, however, that the common market, as it developed must be regarded as a complete success. The harmonization of macro policies remained quite limited; to an even broader extent, European integration failed in the establishment of common social policies concerning, health, retirements, or labor conditions, or policies concerning education or research. 

With the Single European Act, the overall atmosphere was even deteriorating. The notion of the free circulation of capitals within the zone (directive of June 24, 1988), and the liberalization of financial services was greatly extended, in comparison to the rules defined in the Treaty of Rome (its article 67). This extension concerned, in particular, the short-term movements of capital. The same directive indicated that member states were expected to do their best to extend this financial liberalization to third countries (“erga omnes” liberalization). Thus, it is important to note that, contrary to the rules prevailing within a customs union concerning trade, the liberalization of capital flows and services was not confined to the countries of the union, but extended to all countries: a global liberalization of capital flows. 

The Treaty of the European Union

In 1992, was signed the Treaty of the European Union, also known as the Treaty of Maastritch. The earlier treatises, Paris, Rome, and the Single European Act were modified. The EEC became the European Union, with a more explicit project to move beyond the objective, now reached, of a common market, and toward a political union. Besides important political steps, such as the Common foreign and security policy, and the European citizenship, the major explicit objective was the establishment of the Economic and Monetary Union (EMU) and the introduction of the common currency, the Euro.  The creation of the euro was considered a complement to the single market, according to the principle “one market, one currency”. This process was to be realized in a stepwise fashion, in which the gradual interconnection of the rules dictated by the progress of European integration and the requirements of the new neoliberal order becomes extremely strong and explicit. Actually, it is no longer possible to separate the two types of objectives. Building Europe is identically inserting Europe in the order of global neoliberalism. 

1. Before the end of 1995, the liberalization of the movements of capitals had to be completed by all countries, obviously toward countries of the union, but also toward all countries. 

2. During the second stage, between 1994 to january 1999, member countries had to comply to the so-called “convergence criteria.” The problem was not, however, convergence, in general, toward objectives to be defined by European central institutions, but the strict control of  inflation, of budget deficits, and of the public debt. 

3. Member countries had to initiate the process leading to the independence of their central banks. The European central bank was established in January 1999, with the clear objective of price stability. 

4. The Euro was created in January 1999 as a scriptural currency, within a system of rigid echange rates and, in January 2002, as a fiduciary curreny.  

5. Monetary integration in Europe was associated with restrictive monetary and fiscal policies targeted toward monetrary stability. These policies had a high economic and social cost, contributing to massive unemployment in most European countries. One of the major drawbacks of the European Union is the lack of coordination among country members concerning macro policies. 
Eleven countries went through the entire process: Spain, Portugal, Italy, Belgium, the Netherlands, Luxemburg, France, Germany, Austria, Ireland, and Finland (excluding Greece, United Kingdom, Denmark, and Sweden). 

Lessons from the experience of the European integration

The lessons to be drawn from the experience of European integration are rather straightforward:

1. The opening of frontiers between countries of similar levels of development can highly benefit the member states, provided that it is realized gradually, with accompanying policies, and within certain configurations. 

2. In this later respect, the objective must be an actual common market, including the trade in goods and services, and financial liberalization within the countries of the union. The rules toward third countries must be, on the one hand, distinct from those prevailing within the zone and, on the other hand, common to all member countries. 

3. In the longer run, harmonisation of policies concerning the macroeconomy, social benefits, education, research, environment, etc., is crucial. 

4. Regional integration do not provide any automatic protection against neoliberal globalization. 

5. It could be used with the purpose of, at least partially, insulating a region of the world from the rules of neoliberal globalization, provided that the member countries are determined to act in this direction, what Europe failed to do.  
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