Negotiating the Single European Act:
national interests and conventional
statecraft in the European Community
Andrew Moravcsik

The European Community (EC) is experiencing its most important period
of reform since the completion of the Common Market in 1968. This new
impulse toward European integration—the ‘‘relaunching’’ of Europe, the
French call it—was unexpected. The late 1970s and early 1980s were periods
of “‘Europessimism’’ and ‘‘Eurosclerosis,’”” when politicians and academics
alike lost faith in European institutions. The current period is one of optimism
and institutional momentum. The source of this transformation was the Sin-
gle European Act (SEA), a document approved by European heads of gov-
ernment in 1986.!

The SEA links liberalization of the European market with procedural
reform. The first half of this reform package, incorporating 279 proposals
contained in the 1985 EC Commission White Paper, aims to create ‘‘an area
without internal frontiers in which the free movement of goods, persons,
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services, and capital is ensured.’’? To realize this goal, European leaders
committed themselves to addressing issues never successfully tackled in a
multinational forum, such as the comprehensive liberalization of trade in
services and the removal of domestic regulations that act as nontariff bar-
riers. Previous attempts to set detailed and uniform European standards for
domestic regulations (‘‘harmonization’’) had proven time-consuming and
fruitless. With this in mind, the White Paper called for a ‘‘new approach”
based on ‘‘mutual recognition’’—a less invasive form of liberalization whereby
only minimal standards would be harmonized.

The second half of the SEA reform package consists of procedural reforms
designed to streamline decision making in the governing body of the EC,
the Council of Ministers. Since January 1966, qualified majority voting had
been limited in practice by the ‘‘Luxembourg compromise,’’ in which France
unilaterally asserted the right to veto a proposal in the Council of Ministers
by declaring that a ‘‘vital’’ or ‘‘very important’’ interest was at stake.? The
SEA expands the use of qualified majority voting in the Council of Ministers,
although only on matters pertaining to the internal market.*

What accounts for the timing and the content of the reform package that
relaunched Europe? Why did this reform succeed when so many previous
efforts had failed? As a first step toward answering these questions, this
article presents a history of the negotiations that led to the approval of the
SEA by the European Council in February 1986, formulates and evaluates
two stylized explanations for their unexpected success, and relates the find-
ings to theories of international cooperation.

The findings challenge the prominent view that institutional reform re-
sulted from an elite alliance between EC officials and pan-European business
interest groups. The negotiating history is more consistent with the alter-

integration and German federalism) (Bonn: Verlag fiir Internationale Politik, 1989). For a path-
breaking attempt to account for the SEA, an account offered by two political scientists and
incorporating nearly all existing hypotheses, see Wayne Sandholtz and John Zysman, ‘‘1992:
Recasting the European Bargain,”” World Politics 42 (October 1989), pp. 95-128. For an ex-
cellent comparison of the 1992 negotiations and previous negotiations, see Roy Pryce, ed., The
Dynamics of European Union (London: Croom Helm, 1987). On the provisions of 1992 as a
new form of multilateral economic negotiation, see Kalypso Nicolaidis, ‘‘Mutual Recognition:
The New Frontier of Multilateralism?’’ in Network Politics, Promethée Perspectives no. 10,
Paris, June 1989, pp. 21-34.

2. Article 8A of the 1985 EC Commission White Paper, as amended by the SEA.

3. The Luxembourg compromise, which was announced to the world in a press communiqué,
has no legal standing. Quite the opposite, it has been interpreted as an attempt to circumvent
legal procedures outlined in Article 236 of the Treaty of Rome.

4. With the exception of a few minor initiatives (such as the inclusion of collaborative research
and development programs under the SEA), other potential areas of European integration—
including political cooperation, social legislation, monetary policy, further procedural reform,
and fundamental constitutional issues such as the enlargement of EC membership—are subject
to neither the new approach nor majority voting.
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native explanation that EC reform rested on interstate bargains between
Britain, France, and Germany. An essential precondition for reform was the
convergence of the economic policy prescriptions of ruling party coalitions
in these countries following the election of the British Conservative party
in 1979 and the reversal of French Socialist party policy in 1983. Also es-
sential was the negotiating leverage that France and Germany gained by
exploiting the threat of creating a ‘‘two-track’” Europe and excluding Britain
from it. This ‘‘intergovernmental institutionalist’’ explanation is more con-
sistent with what Robert Keohane calls the ‘‘modified structural realist’
view of regime change, a view that stresses traditional conceptions of na-
tional interests and power,’ than it is with supranational variants of neo-
functionalist integration theory. For the source of state interests, however,
scholars must turn away from structural theories and toward domestic pol-
itics, where the existence of several competing explanations invite further
research.

Explanations for the success of the SEA

Journalistic reportage, academic analysis, and interviews with European
officials reveal a bewilderingly wide range of explanations, some contradic-
tory, for the timing, content, and process of adopting the White Paper and
the SEA. One French official I interviewed in Brussels quipped, ‘“When the
little boy turns out well, everyone claims paternity!”’” The various accounts
cluster around two sylized explanations, the first stressing the independent
activism of international or transnational actors and the second emphasizing
bargaining between leaders of the most powerful states of Europe.

Supranational institutionalism

Three supranational factors consistently recur in accounts of EC reform:
pressure from EC institutions, particularly the Parliament and Court; lob-
bying by transnational business interest groups; and the political entrepre-
neurship of the Commission, led by President Jacques Delors and Internal
Market Commissioner Lord Arthur Cockfield.® Together these supranational

5. See Robert Keohane, After Hegemony: Collaboration and Discord in the World Political
Economy (Princeton, N.J.: Princeton University Press, 1984), pp. 61-64; and Robert Keohane,
ed., Neo-Realism and Its Critics (New York: Columbia University Press, 1986), pp. 192-95.
In After Hegemony, p. 63, Keohane writes that ‘‘the concept of international regime is consistent
with both the importance of differential power and with a sophisticated view of self-interest.”’
It is not, however, consistent with a strong view of domestic politics as an independent de-
terminant of interest.

6. These factors are stressed by Calingaert in The 1992 Challenge from Europe and by
Sandholtz and Zysman in ‘*1992.”” See also Axel Krause, ‘‘What After European Integration?”’
European Affairs 2 (Autumn 1988), pp. 46-55; and Peter Ludlow, ‘‘Beyond 1992,”” European
Affairs 2 (Autumn 1988), pp. 19-21.
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factors offer an account of reform guided by actors and institutions acting
‘‘above’’ the nation-state.

European institutions. Between 1980 and 1985, pressure for reform grew
within the EC institutions. In the European Parliament, resolutions and
reports supported the programs of two groups, one ‘‘maximalist’” and the
other ‘‘minimalist’’ in approach. The first group, which included many Ital-
ians and quite a number of Germans, advocated European federalism and a
broad expansion in the scope of EC activities, backed by procedural reforms
focusing particularly on increasing the power of the Parliament.” Following
the Europarliamentary penchant for animal names, these activists called
themselves the ‘‘Crocodile Group,’’ after the Strasbourg restaurant where
they first met. Led by the venerable Altiero Spinelli, a founding father of
the EC, their efforts culminated in the European Parliament resolution of
February 1984 proposing a ‘‘Draft Treaty Establishing the European Union”—
a new, more ambitious document to replace the Treaty of Rome.

The second group, founded in 1981 and consisting of Parliament members
who were skeptical of federalism and parliamentary reform, focused on
working with national leaders to liberalize the internal market. These activ-
ists called themselves the ‘‘Kangaroo Group,’’ based on the Australian mar-
supial’s ability to ‘‘hop over borders.”” Their efforts were funded by sym-
pathetic business interests (primarily British and Dutch), and they counted
Basil de Ferranti, a leading British industrialist and Tory parliamentarian,
among their leaders.® The Kangaroos encouraged parliamentary studies on
economic topics and in 1983 launched a public campaign in favor of a detailed
EC timetable for abolishing administrative, technical, and fiscal barriers, a
reference to which was included in the draft treaty.

Transnational business interest groups. According to Wisse Dekker, chief
executive officer of Philips, European integration in the 1950s was initiated
by politicians, while in its current ‘‘industrial’’ phase it is initiated by busi-
ness leaders.” The evidence presented to date by partisans of this view
stresses the actions of pan-European business interest groups. The Com-
mission has long sought to encourage the development of a sort of pan-
European corporatist network by granting these groups privileged access to
the policy process, though this effort has met with little success.!®

7. For strong claims about the importance of this group in inspiring reform, see Marina Gazzo,
“‘Introduction,”” in Marina Gazzo, ed., Towards European Union (Brussels: Agence Europe,
1985), vol. 1, pp. 7-10. The advent of direct elections to the Furopean Parliament in 1979,
which endowed the body with democratic legitimacy, gave the activities of the group new
impetus.

8. See Michel Albert and James Ball, Toward European Economic Recovery in the 1980s:
Report to the European Parliament (New York: Praeger, 1984).

9. Speech by Wisse Dekker, Geneva, 25 October 1988.

10. Philippe Schmitter and Wolfgang Streeck, ‘‘Organized Interests and the Europe of 1992,”
paper presented to the American Enterprise Institute, Washington, D.C., 6-8 March 1990.
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In the mid-1980s, business interest groups, at times working together with
EC officials, hoped to bolster the competitiveness of European firms by
calling for a more liberal EC market. Viscount Etienne Davignon, the internal
market commissioner from 1976 through 1984, brought together a group of
large European information technology firms in 1981 to form the Thorn-
Davignon Commission, which developed proposals for technology programs
and European technical norms and reportedly also discussed market liber-
alization. In 1983, Pehr Gyllenhammer, the chief executive officer of Volvo,
and Wisse Dekker helped found the Roundtable of European Industrialists,
made up of the heads of a number of Europe’s largest multinational cor-
porations, some of whom were selected on Davignon’s suggestion.!! Once
the SEA was adopted, the Roundtable formed a ‘‘watchdog’’ committee to
press for its implementation. In February 1984, the Union des Confédérations
de I'Industrie et des Employeurs d’Europe (UNICE), the leading EC in-
dustrial interest group, called for majority voting, and it has been active
since then in promoting market liberalization.!?

In a series of speeches delivered in the autumn of 1984 and early 1985,
Dekker proposed what became the best-known business plan for market
liberalization, the ‘‘Europa 1990’ plan.'* Its focus on internal market lib-
eralization, its division of the task into categories (reform of fiscal, com-
mercial, technical, and government procurement policies), its ideology of
economies of scale, its recognition of the link between commercial liberal-
ization and tax harmonization, its identification of the ultimate goal with a
certain date, and many of its other details were echoed in Delors’ proposal
to the European Parliament a few months later and in the White Paper of
June 1985. Transnational business pressure, some have argued, was ‘‘indis-
pensable” to the passage of the SEA.'

International political leaders. The Commission has traditionally been
viewed as the agenda-setting arm of the EC. When Delors was nominated
for the presidency of the Commission, he immediately sought a major ini-
tiative to rejuvenate the EC. When he assumed the office in January 1985,

11. Sandholtz and Zysman, ‘1992, p. 117.

12. For a discussion of the role of business, see Lawrence G. Franko, ‘‘Europe 1992: The
Impact on Global Corporate Strategy and Multinational Corporate Strategy,”” mimeograph,
University of Massachusetts, Boston, September 1989; Sandholtz and Zysman, ‘“1992,” pp.
108 and 116-20; Financial Times, 14 February 1984; Axel Krause, ‘‘Many Groups Lobby on
Implementation of Market Plan,”’ Europe Magazine, July—August 1988, pp. 24-25; Ludlow,
Beyond 1992, pp. 27-30; Calingaert, The 1992 Challenge from Europe, p. 8; and Helen Wallace,
‘‘Making Multilateralism Work: Negotiations in the European Community,”’ mimeograph, Chatham
House, London, August 1988, p. 7.

13. For Dekker’s proposals, see Europe 1990: An Agenda for Action (Eindhoven: N.V.
Philips, 1984). The four aspects of the Dekker plan were administrative simplification of border
formalities, harmonization of the value-added tax (VAT), standardization of technical norms,
and liberalization of government procurement. Dekker outlined the new role of business in
“‘Europe’s Economic Power: Potential and Perspectives,”” a speech delivered to the Swiss
Institute for International Studies, Geneva, 25 October 1988.

14. See Sandholtz and Zysman, ‘1992,” p. 128.
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he visited government, business, and labor leaders in each of the European
capitals to discuss possible reforms. According to his account, he considered
reform in three areas—the EC decision-making institutions, European mon-
etary policy, and political and defense collaboration—before deciding to
“return to the origins’’ of the EC, the construction of a single internal
market.”” Like Jean Monnet two decades before, Delors identified the goal
with a date. He aimed to render the achievement of the program irreversible
by 1988 and to complete it by 1992, coeval with the duration of two four-
year terms of commissioners. It is commonly argued that Delors used the
institutional power of the presidency as a platform from which to forge the
link between the procedural improvements proposed by Parliament and the
internal market liberalization advocated by Brussels-based business groups.
According to this view, he encouraged Cockfield to elaborate the internal
market agenda in the White Paper and then exaggerated the sense of eco-
nomic decline to secure the approval of European heads of government.'®

Supranational institutionalism and neofunctionalism

An elite alliance between transnationally organized big business groups
and EC officials, led by Delors, constitutes the core of the supranational
institutionalist explanation for the 1992 initiative. The explanation is theo-
retically coherent in that each of its elements emphasizes the autonomy and
influence enjoyed by international institutions and transnational groups act-
ing ‘‘above the state.”” Two leading scholars have recently argued that the
key role played by supranational actors decisively distinguishes the politics
of the SEA from those of the Treaty of Rome three decades earlier: ‘‘Lead-
ership for 1992 came from outside the national settings. . . . It came from
the Commission.”’!”

This explanation is consistent with a certain variant of neofunctionalist
theory. In The Uniting of Europe, Ernst Haas distinguishes between pro-
cesses of integration that take place at what he called the ‘‘supranational”’
and ‘‘national’’ levels. Three key elements of the supranational process are
the ability of a central institution (the EC) ‘‘to assert itself in such a way as
to cause strong positive or negative expectations,’’ the tendency of ‘‘business

15. Jacques Delors et al., La France par I’Europe (France through Europe) (Paris: Bernard
Grasset, 1988), pp. 47 and 50-51. The tone is heroic, as the opening words of the chapter on
Delors’ initiative (p. 47) illustrate: ‘‘January 1985: the winter was harsh. In Brussels, as in
Paris, people were shivering. On the top floor of the Berlaymont, in a vast office that didn’t
yet seem quite lived in, Jacques Delors gathered his closest associates around him.”’

16. Sandholtz and Zysman, ‘‘1992,”’ p. 98.

17. Ibid., pp. 96-97; see also pp. 100, 108-9, and 128 for a discussion of the key role of
supranational actors. Sandholtz and Zysman criticize neofunctionalism, but their description
of the integration process is in fact compatible with neofunctionalism in all but a few particulars.
For other supranational interpretations, see Ludlow, Beyond 1992, pp. 27-30; Calingaert, The
1992 Challenge from Europe; and Helen Wallace, ‘‘Européische Integration’’ (European in-
tegration), in Thies and Wagner, Auf dem Wege zum Binnenmarkt, pp. 127-28.
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and labor . . . to unite beyond their former national confines in an effort to
make common policy,”” and the ‘‘demonstration by a resourceful suprana-
tional executive that ends already agreed to cannot be attained without
further united steps.’”’!® An examination of the role of supranational actors
in initiating the SEA tests this particular variant of neofunctionalism, though
not, of course, the entire model.

Intergovernmental institutionalism

An alternative approach to explaining the success of the 1992 initiative
focuses on interstate bargains between heads of government in the three
largest member states of the EC. This approach, which can be called ‘‘in-
tergovernmental institutionalism,”’!® stresses the central importance of power
and interests, with the latter not simply dictated by position in the inter-
national system (see Table 1). Intergovernmental institutionalism is based
on three principles: intergovernmentalism, lowest-common-denominator
bargaining, and strict limits on future transfers of sovereignty.

Intergovernmentalism. From its inception, the EC has been based on
interstate bargains between its leading member states. Heads of government,
backed by a small group of ministers and advisers, initiate and negotiate
major initiatives in the Council of Ministers or the European Council. Each
government views the EC through the lens of its own policy preferences;
EC politics is the continuation of domestic policies by other means.?® Even
when societal interests are transnational, the principal form of their political
expression remains national.

Lowest-common-denominator bargaining. Without a ‘‘European hege-
mon’’ capable of providing universal incentives or threats to promote regime
formation and without the widespread use of linkages and logrolling, the
bargains struck in the EC reflect the relative power positions of the member
states. Small states can be bought off with side-payments, but larger states
exercise a de facto veto over fundamental changes in the scope or rules of
the core element of the EC, which remains economic liberalization. Thus,

18. Ernst B. Haas, The Uniting of Europe: Political, Social and Economic Forces, 1950-1957
(London: Stevens & Sons, 1958), pp. xiii-xiv; see also pp. 389 and 483-84 and chaps. 8-12,
in which Haas stressed the federating influence of an active supranational executive and of
transnational groups. Haas and Schmitter subsequently stressed ‘‘creative personal action’’
using organizational resources and skills, as seen, for example, when a central integrationist
leader is able to promote trade-offs and package deals. See Ernst B. Haas and Philippe Schmit-
ter, ‘‘Economics and Differential Patterns of Political Integration,’’ International Organization
18 (Autumn 1964), pp. 736-37. This idea was picked up by later theorists. See Joseph S. Nye,
Jr., Peace in Parts: Integration and Conflict in International Organization (Boston: Little,
Brown, 1971), pp. 69 and 71-72.

19. I am grateful to Anne-Marie Burley for suggesting this rubric.

20. For summaries of the literature on intergovernmentalism, see Paul Taylor, The Limits of
European Integration (Beckenham, U.K.: Croom Helm, 1983); and Helen Wallace, William
Wallace, and Carole Webb, eds., Policy-Making in the European Communities (London: Wiley,
1977).
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TABLE 1. Comparison of two approaches to explaining the success of the
1992 initiative

Supranational Intergovernmental
Parameter institutionalism institutionalism
Key actors initi- Transnational interest Heads of government and top offi-
ating the nego- groups and supranational cials of the largest member
tiations and officials states, with specific policy goals
compromises determined by their domestic po-

litical system and by the prefer-
ences of policymakers, techno-
crats, political parties, and
interest groups

Nature of the Logrolling and linkages that Lowest-common-denominator
bargaining upgrade the common inter- (veto group) decisions among the
est of member states largest member states, with

smaller states receiving side-pay-
ments and larger states subject to
threats of exclusion

Nature of the Fluid issue-areas and spill- Rigid issue-areas that are subject
agreement over to change only by further inter-
state agreement under the una-

nimity rule

bargaining tends to converge toward the lowest common denominator of
large state interests. The bargains initially consisted of bilateral agreements
between France and Germany; now they consist of trilateral agreements
including Britain.?!

The only tool that can impel a state to accept an outcome on a major issue
that it does not prefer to the status quo is the threat of exclusion. Once an
international institution has been created, exclusion can be expensive both
because the nonmember forfeits input into further decision making and be-
cause it forgoes whatever benefits result. If two major states can isolate the
third and credibly threaten it with exclusion and if such exclusion undermines
the substantive interests of the excluded state, the coercive threat may bring
about an agreement at a level of integration above the lowest common de-
nominator.

Protection of sovereignty. The decision to join a regime involves some
sacrifice of national sovereignty in exchange for certain advantages. Poli-

21. Helen Wallace, ‘‘Bilateral, Trilateral and Multilateral Negotiations in the European Com-
munity,”” in Roger Morgan and Caroline Bray, eds., Partners and Rivals in Western Europe:
Britain, France and Germany (Aldershot, U.K.: Gower, 1986), pp. 156-74.
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cymakers safeguard their countries against the future erosion of sovereignty
by demanding the unanimous consent of regime members to sovereignty-
related reforms. They also avoid granting open-ended authority to central
institutions that might infringe on their sovereignty, preferring instead to
work through intergovernmental institutions such as the Council of Minis-
ters, rather than through supranational bodies such as the Commission and
Parliament.

Intergovernmental institutionalism and modified
structural realism

Convergent national interests, interstate bargains, and constraints on fur-
ther reform constitute the intergovernmental institutionalist explanation for
the SEA. This explanation is theoretically coherent in that it stresses the
autonomy and influence of national leaders vis-a-vis international institutions
as well as the importance of power resources in determining the outcomes
of intergovernmental bargains.

Intergovernmental institutionalism affirms the realist foundations of what
Keohane calls the ‘‘modified structural realist’” explanation of regime for-
mation and maintenance.?? States are the principal actors in the international
system. Interstate bargains reflect national interests and relative power.
International regimes shape interstate politics by providing a common frame-
work that reduces the uncertainty and transaction costs of interstate inter-
actions. In the postwar system, Keohane argues, regimes have preserved
established patterns of cooperation after the relative decline of the United
States. Similarly, the EC regime, though neither created nor maintained by
a hegemon, fixes interstate bargains until the major European powers choose
to negotiate changes.

The emphasis of intergovernmental institutionalism differs decisively from
that of modified structural realism, however, in that it locates the sources
of regime reform not only in the changing power distribution but also in the
changing interests of states. States are not ‘‘black boxes’’; they are entities
entrusted to governments, which themselves are responsible to domestic
constituencies. State interests change over time, often in ways which are
decisive for the integration process but which cannot be traced to shifts in
the relative power of states.

National interests and 1992

The intergovernmental approach suggests that an analysis of the 1992 ini-
tiative must begin by examining the underlying preferences of Germany,
France, and Britain. As indicated above, Delors identified four issue-areas

22. See Keohane, After Hegemony, pp. 61-64; and Keohane, Neo-Realism and Its Critics,
pp. 192-95.



