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Preface to the Second Edition

When the writing for the first edition of this book was completed
in January 1991, accompanied by a strong sigh of relief, I had not
expected that I would be going back to it a year later in order to
prepare the second, revised edition. The book was well received,
public interest in European integration was as high as ever, and
the pace of events indeed breathtaking. It is for those reasons, I
presume, that Oxford University Press came up with the idea of
an early second edition of the book in paperback form. Some
updating would be desirable, it was suggested; but this could be,
perhaps, limited to a few interventions, especially in the conclud-
ing chapter. I welcomed the idea, even though I realized at the
time that revision would entail more than the updating of figures
here and there and incorporating recent events in the conclu-
sions. I had not, however, anticipated the scale of the enterprise
involved, which became increasingly clear once I started working
on individual chapters.

There is so much that has happened in a very short period of
time: the Maastricht treaty; important new legislation in the
context of the internal market programme; new far-reaching
agreements between the Twelve and several other European
countries, which have not, however, eliminated the issue of
further enlargement from the top of the agenda; the continuing
effects of German unification and the breakdown of the old
political and economic order in Eastern Europe; not to mention
autonomous developments in the market-place, which have had a
significant impact on the nature and shape of the new European
economy. This second edition contains a substantial revision
of several chapters, and most notably those on social policy,
economic and monetary union, regional and external policies.
Most of the data used in the first edition have been brought
up-to-date, and this is also true of all tables and figures. The
main arguments and the ideas developed in the book have
hardly changed, although minor adaptations have been made in
response to new developments and theoretical insights.

Writing on regional integration and the European economic
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system in general is becoming an almost impossible task, and this
was strongly felt by the author in the preparation of the second
edition. Gone are those ‘happy’ days when a book on this subject
was quite manageable; and how comfortable for the author when
the book remained more or less up-to-date for several years.
Nowadays, superficiality is a very high risk for anybody who still
resists the temptation of narrow specialization. On the other
hand, writing in times of rapid change and trying to identify
the main line of direction and the links between apparently
unconnected events and policies may be very challenging and
exciting, but also extremely risky. It is again up to the reader to
pronounce judgement on the final product.

I should like to express my thanks to all those who have
contributed to this second edition with their comments and
suggestions. I am particularly grateful to my assistant at the
College of Europe, Outi Jdiskeldinen, for her research assistance
and for the excellent work she has done with respect to the
preparation of tables and graphs. Thanks are also due to Niall
Bohan for his research assistance, and to John Watson for
compiling the index. As always, all remaining errors are entirely
mine.

L.T.
June 1992



Preface to the First Edition

The urge to write a general book on the European economy
has grown slowly over the years, nourished by many lectures
delivered to different audiences, research and writing on a variety
of issues in the field of regional integration, and periodic entries
into the real world of decision-making.

Having worked in the past in several areas of European polit-
ical economy, a term which has become once again fashionable
after having been banished for many years from the vocabulary
of respectable economics, I decided to embark upon a much
more ambitious exercise, namely a book which would try to
capture the shape of the emerging regional economic system in
Europe. This meant going against the general trend of specializa-
tion largely forced upon any social scientist by the growing
complexity of issues and the sometimes embarrassing wealth of
data available. The continuous expansion and ‘deepening’ of
regional integration in Western Europe already justifies the use
of the term ‘European economy’ or ‘European economic system’
which is qualitatively different from the set of highly inter-
dependent national economies which we have known for some
time.

Trying to figure the shape of this new economic animal has
been a challenging task which required a certain degree of
familiarization with many different sectors and areas of economic
policy, not to mention the often conflicting interests and percep-
tions of the major actors involved. It also required a dangerous
kind of navigation between the Scylla of overgeneralization and
grand theorizing on the one hand, and the Charybdis of narrow
empiricism on the other. It has been, indeed, a challenging task
and sometimes also highly frustrating because of the mountains
of material which had to be digested and the obstinate refusal of
the real world to stay still. I have learned a great deal in the
process. It is now up to the reader to decide whether this exercise
has been at all worthwhile.

I would not have dared to embark on this project had I not
lectured on various aspects of the subject both inside and outside
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Europe. My lecture course at the College of Europe in Bruges
formed the basis from which I started. Successive Promotions of
students from all over Europe provided me in Bruges with the
inspiration and the stimulus to develop my ideas and to think
‘European’. Oxford offered a different kind of testing-ground
for those ideas: a very international outlook, a critical and
slightly detached approach to European integration, and, most
importantly, its very high standards. Both places have had a
strong influence on my ideas and method of work.

This book started being written in Bruges and Oxford, and it
has been completed in Athens where I have returned recently,
dare I say a more mature person, after many years of absence,
to live and work at home. Europe is a relatively small place,
intra-European frontiers are rapidly disappearing, and national
loyalties are no longer incompatible with a strong sense of
belonging to this new Europe. Having lived and worked in dif-
ferent countries has helped me to acquire a different perspective
on issues European. This will be, perhaps, considered as an asset
by the reader of a book which does not treat economics as only a
positive science and in which different interests and perceptions
are deemed to play a decisive role in the economic process. I
have made a deliberate effort not to view the various issues
discussed in this book from a particular national angle. Needless
to say, the views expressed in it are not necessarily those of
any institution with which I have been or I am presently associ-
ated; although I hope that this disclaimer should be absolutely
superfluous for anybody who cares to read more than a few pages
of this book. This should not, however, be interpreted as a
rejection of value judgements. I am sure there are plenty of them
in this book and I have certainly not tried to hide them behind a
thick cloak of positivism. To be fair to the reader, I have tried as
much as possible to back statements with empirical evidence
while also presenting, as dispassionately as humanly possible, the
alternative points of view.

This book is based on the experience and knowledge I have
accumulated during the many years I have been studying and
working in this field. I have learned from many people and
sometimes I may not have done sufficient justice to their ideas. I
am particularly grateful to my students who have taught me a
great deal, while also helping me to clarify my own thinking. I
shall name only a few people whose assistance has been much
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appreciated in the preparation of this book. Most of all, my
assistant at the College of Europe, Niall Bohan, who has done
much of the statistical work and has also helped a great deal with
documentation. I should also like to thank Declan Costello,
Mads Kieler, Jean-Yves Muylle, and Kristin Schreiber who have
provided me with valuable research assistance; and Eric de Souza
who offered a helping hand whenever I got lost in the modern
world of computers. Several people have read drafts of individual
chapters. I am especially grateful to Helen Wallace, and also to
Andrea Boltho, Anthony Kastrissianakis, and John Morley. I
should like to acknowledge the financial support I have received
from the Nuffield Foundation which helped to pay for some of
the costs of research assistance. Last but not least, I am grateful
to my former colleagues at Oxford for the mental challenge with
which they provided me for years and also for their tolerance
during my frequent periods of absence in other parts of the
world, to my colleagues in Bruges for an exciting and truly
European environment, and to my new colleagues in Athens for
the warmth of their welcome; my new environment still waits to
be discovered.

This book is addressed to the interested observer and active
participant of the European economy in the making. It is, of
course, also addressed to the student of European and interna-
tional economics who hopefully does not believe that economics
takes place in a political vacuum. It assumes regular reading of
the quality press and some prior knowledge of economic theory,
although special effort has been made to avoid the use of tech-
nical jargon whenever this was not absolutely necessary. It has a
strong policy orientation, although it does not always refrain
from raising some more ‘academic’ issues (part of the inevitable
déformation professionelle). It is meant as a contribution, small
though it may be, to the debate about the nature and future
development of the European economy, without shying away
from some of the wider political ramifications of the economic
issues involved.

L.T.
January 1991
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1. Introduction

This book is about the process of integration in Western Europe
and the gradual emergence of a new regional economic entity. It
concentrates mainly, although not exclusively, on the latest phase
of this process of integration which started around the mid-1980s
and has been closely associated with the establishment of the
European internal market. It attempts to identify some of the dis-
tinguishing features of the new European economy and the main
outstanding issues as governments prepare for the next phase of
integration leading to economic and monetary union (EMU).

After a long period of stagnation, during which early feder-
alist and functionalist hopes built around the three Euro-
pean Communities —the European Coal and Steel Community
(ECSC), the European Economic Community (EEC), and the
European Atomic Energy Community (EAEC) —seemed to have
been buried under the resurgence of nationalism, economic
recession, and the inertia of common institutions, things started
moving again in the second half of the 1980s; and at a very
rapid pace indeed. Thus, in the course of only a few years, the
economic and political climate in Western Europe was radically
transformed.

In the early and mid-1980s, terms such as ‘Euro-pessimism’
and ‘Euro-sclerosis’’ were meant to descibe the functioning of
European economies and their prospects in the context of inter-
national competition. And then the picture suddenly became
brighter: regional integration picked up a much faster pace,
the European Community (EC)? occupied again the centre of
the stage, while most macroeconomic variables registered a
dramatic and sustained improvement. Thus, the economic

! This term was first introduced by Herbert Giersch, a German economist. It referred to
the apparent rigidities in European labour and product markets.
2 This is the term used for the three above-mentioned Communities.



