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Europe after Gorbachev’s Downfall

The failed coup in the Soviet Union on 19th August 1991, followed
by Gorbachev’s fall from power and the rejection of his Union treaty, have
made the prospects for a new world order more uncertain. The plan to
build a grand progressive alliance, which seemed to be taking shape
among the Northern industrialised countries of the world, and which
would have done a considerable amount to push forward the unification
of the planet, has lost a good deal of its credibility and its capacity to
arouse and keep alive the hopes of men and women. This does not mean
that we have returned to the situation that existed prior to Gorbachev’s
rise to power. The achievement of this historic man represents a decisive
and irreversible step in the process of détente, regardless of the fact that
he was unable to carry out a considerable amount of his grand design. The
ex-Soviet Union is no longer a military danger, and as a result military
spending in nearly all industrialised countries is being sharply reduced.
Nevertheless the break-up of the USSR has opened up a hotbed of crisis,
and has deprived the rest of the world of a reliable partner to deal with both
in political and economic matters.

This new situation cannot fail to have repercussions on the status quo
in Europe. The CSCE (Conference on Security and Co-operation in
Europe) was able to guarantee stable political relationships in the vast
area that stretches from the Atlantic to Vladivostok, since this was in
reality based on a division of responsibility between two grand poles, the
European Community (backed by the guarantee of the US) and the Soviet
Union. The disappearance of one of these has thus weakened it. The
forces of disintegration which are at work in Eastern Europe, and lie in
ambush even inside the Community, have been greatly strengthened.
They have devastated Yugoslavia and threaten Czechoslovakia. Nation-
alism, separatism and intolerance are everywhere on the increase, and are
endangering the very basis of civil cohabitation.

The European Community remains the only political entlty which, in
the current situation, has the potential to reverse this trend, by opting for



unity rather than disintegration. Hence the Community should be com-
pelled by the novel and dramatic situation that has unfolded, to rethink
radically its historical role and responsibilities.

Europe, and above all the Federalists, should take a stand on three
issues in the current situation. They are: the length of time to be allotted
to the federal unification of Europe; the borders of the future European
federation; and the conditions for admitting new states.
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Time limits. The principle limitation of the agreements at Maastricht
was the scarce appreciation of the fact that progress towards a real federal
union in Europe has become a race against time. If the Community is
capable of quickly transforming itself into a real federation, and enlar-
ging immediately afterwards to include the countries of Central Europe
and EFTA, it will ensure that movements in favour of integration prevail,
both in these countries and in the Soviet Union itself. If, instead, the
Community remains oblivious to the urgency of this task, the situation
will bereversed, and divisions in the eastern part of the continent will feed
divisions within the Community itself. Events in Yugoslavia have
already demonstrated this, with European Community governments
being divided between those which supported Serbs, Croats or Sloveni-
ans, rather than coming together to work for the unity of the Yugoslavian
state and to accelerate the democratisation of its institutions.

Aslong as division remains, itis inevitable that Germany’s economic
power will continue to emerge (with political power following in its
wake). This will not happen as a result of conscious hegemonic aims on
the part of the political class in the unified Germany. On the contrary, a
sizeable proportion of German politicians, with Chancellor Kohl at their
head, are aware of the risks to which Germany is exposed because of its
very strength, and is hence playing the European card with greater
determination and courage than politicians in any other Community
country. Rather, Germany’s power will grow because in the current
situation, she is already forced to substitute herself (willingly or not) for
aEurope which does not yet exist. This leads Germany to take on respon-
sibilities that other member states, alone, are incapable of undertaking, so
that she will become, as time progresses, the privileged partner of most
Eastern countries. In place of a grand European ‘Marshall Plan’, which
could reverse the tendency towards disintegration, there is the possibility
that in the not-too-distant future a regional economic hegemony will be

created (to be followed by political hegemony), whose logic, as for all
hegemonies, will be division rather than unity. Yetit should be made clear
that the responsibility for such adevelopment will not rest with Germany,
but with its partners within the Community. The blame will not lie with
the government that, facing the danger of anarchy, undertook the serious
task of guaranteeing some form of order, albeit imperfect, in the region,
while simultaneously declaring its willingness to surrender its sover-
eignty within a federal European framework. Fault will be found instead
with the governments that did not want to abandon their sovereignty
(although such sovereignty is by now merely illusory) and chose to
block, or at least slow down, the process of European federal unification.

It would nevertheless be irresponsible to hide the fact that, if this
scenario comes to pass, democracy itself will be under threat in Western
European countries. The only force which prevents the expansion of the
extreme right in these states is the hope for a European political union and
for a new era of international co-operation which this would make
possible (the extreme right can adapt to the circumstances which prevail,
playing the cards of nationalism or regional separatism, without changing
in the slightest its basic character). If such hopes are left unfulfilled, it is
not possible to imagine who will be able to prevent the rise (already a
matter of concern today) of figures like Le Pen and Bossi, or those who
will take their place in the future.
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Borders of the European Federation. If the Community is to turn
itself into a real federal union, it needs to face up to the issue of its eastern
border, which the collapse of the Soviet Union has brought into question.
The western Republics of the so-called CIS (Commonwealth of Inde-
pendent States) look to the Community, and hope to apply for member-
ship in the future. In a similar vein, there are those within the Community
who entertain the idea of enlarging the Community to increasingly distant
borders, even to the extent of admitting the Russian Federative Republic
itself as a member state.

These dreams are as unrealistic as they are dangerous. In reality the
process of federal unification has insurmountable geographical limita-
tions. The Community represents the most advanced regional expression
of a larger integration process that is currently taking place on a global
scale. The political conclusion of this world-wide process, which will be
realised after an unpredictable length of time, can only be the unification



of the entire planet. Nevertheless, it is clear that this will not be the result
of extending a single federal core to the around 180 currently existing
states, but of a pact between great continental federations. Without such
intermediate structures, that guarantee of cohesion and element of re-
sponsibility, without which a stable and governable world federation
cannot be reasonably imagined, will be lacking.

The geographical area of the ex-Soviet Union contains the necessary
ingredients for creating one of these great continental poles. It would also
possess a strong degree of economic unity and a particular identity, on
account of its Euro-Asiatic position, hence enabling it to exercise a
stabilising role in a part of the world that will be considerably removed
from the influence of the European Union. As an alternative scenario, if
aregional federal structure is not constructed, nationalism will remain the
sole doctrine for legitimising power, hence provoking permanent tension
between the Republics of the CIS, as indeed is already the case. The
process which is presently underway throughout the region, in which the
framework of the state is increasingly fragmenting, and civil society is
disintegrating, will be accelerated. The integrity of the present Republics
themselves will be endangered, beginning with the largest (the Russian
Federation), in which Russian nationalism will conflict with nationalist
sentiment in Tartarstan, Chechena-Ingushetia, Iakutia, and so on, and
will encourage separatism among the sizeable Russian minorities which
currently exist in other Republics, from the Baltic to Central Asia.

Furthermore, the Republics of Central Asia would be pushed into the
orbitof countries like Turkey, Iran, and Pakistan, which would clearly not
assist the creation of an unlikely Central Asian Community, but would
rather serve to destabilise the situation further, as these three regional
powers compete for the acquisition of hegemony in the region.

If Europe can federate itself, it will need to undertake vigorously the
role that the present Community has shown itself to be incapable of
fulfilling up to now — that of encouraging all favourable forces to
develop Gorbachev’s ideals and plans, and to draw the institutional
implications therefrom, hence reviving the unity of the ex-Soviet Union
on a genuinely federal basis. These forces are silent at present, but they
doexist, and their claims are fully justified by the profound economic and
social interdependence that still exists (and which will continue to do so
foralong time to come) between the Republics of the so-called Common-
wealth of Independent States. But in order to achieve this, the European
Community must make it immediately clear that its frontier will never
extend beyond the western border of the ex-Soviet Union; and thereby

stop encouraging (with promises which it will in any case not be able to
fulfil) the fatal illusion which some of the new republics suffer from,
namely that in the future they will be able, after a period of association,
to become full members of the Community. In the same way the
Community ought from now on to distribute aid on the basis of a single
plan, organised in common with all the states in the region. Only in this
way will it be possible for the Community not to give succour to the
nationalism of the minor Republics (as it was guilty of doing with regard
to Croatian and Slovenian nationalism), and to avoid facing up to Russia
like an antagonist which aims to dismantle its power, rather than as a
partner which wants to offer real co-operation for the construction
together of a new, peaceful, and progressive European and world order,
within the framework of a strengthened CSCE.

* % %

Conditions for admitting new states. The enlargement of the Commu-
nity to include the countries of Eastern Europe (as well as EFTA ones) is
now both necessary and of immediate concern, if the aim is to give the
peoples of that area a solid vision of future prosperity within the frame-
work of unity, and not a prospect of disorder and ruin in disunity.
Moreover, it is absolutely clear that the present decision-making struc-
ture, whose main characteristics are the requirement of unanimous
decisions and the absence of real democratic government, would make a
Community of twenty, or twenty-five, completely ungovernable. From
this straightforward observation, two opposing conclusions are usually
drawn. The first, put forward by the British government, insists on the
priority of enlarging the Community, maintaining that this should pre-
cede institutional reform. The aim here is to dilute the Community into
a vast free trade area, and hence dissolve it. The opposing point of view
makes the reinforcement of the Community’s institutions the main
priority and would put off the issue of its enlargement until some future,
unspecified, date. Inreality, though, these two objectives are inseparable:
enlargement is not a purely idealistic option, which can be postponed at
will, but an immediate and rational necessity. Yet enlarging the Commu-
nity without radical reform of its institutions would lead to its destruction.
From all this there is only one possible conclusion: the urgent need, as has
been previously highlighted, to transform the Community into a federal
Union.

The prospect of enlarging the Community requires, in any event, a



rethink of the very structure of a European federation including up to
twenty-five currently extant states, and stretching as far as the western
borders of the ex-Soviet Union. There are in fact strong reasons to fear
that without bold institutional innovations, a Europe of twenty or twenty-
five will be difficult to govern even after the achievement of federal unity.
Itis of course possible to affirm that the United States is a federation made
up of fifty states. But it needs to be remembered also that the United
States, since it lacks intermediate institutions capable of effectively
counterbalancing the power which is exercised at the federal level, has for
a long time now taken on the appearance of a centralised state.

The important point, however, is that Europe will in any event be a
different type of federation from the United States. It will unite peoples
with greatly differing languages, customs and histories, each of which is
firmly established within its own territory. The Community’s expansion
to include Central and Eastern Europe will bring in countries with
economic problems and productive infrastructures that are destined to
remain incompatible with the twelve’s for a long time to come. As a
result, the Community should be governed with procedures that are
totally different, both from the current antidemocratic and ineffectual
ones of the Community, and from those with which the United States is
presently governed. In particular, its decision-making structures will
have to be more decentralised and more consensual. These two require-
ments seem irreconciliable with a constitutional organisation based on a
large number of territorially small, or very small, member states.

For decentralisation to work effectively, the size of the regional
government levels needs to reflect the scale of the issues to be dealt with.
If the levels are too small, all decisions relating to problems that concern
issues on a wider scale will fall within the competence of federal bodies,
which will tend as a result to centralise functions, and hence power. But
centralisation (which in any event is the negation of federalism) would be
substantially incompatible with a greatly fragmented economic and
social landscape such as exists in Europe, and would thereby encourage
tension and trends towards disintegration, even so as to endanger the
continuity of the Union. In reality the independence of small countries
within a large federal unit can only be guaranteed by their grouping
together in intermediate-sized units which are strong enough to balance
the power of the highest level effectively. On the other hand, for effective
decision-making based on consensus, a limited number of agents is
necessary. A myriad of quarrelsome localities, incapable of seeing the
general interest, is not compatible with such procedures.

On the basis of these considerations, itis not possible today to propose
precise institutional solutions. But it is reasonable to emphasise the need
for the Community (when reflecting on its institutional make-up in view
of its enlargement to include the countries of EFTA and Eastern Europe,)
to pay close attention to the crucial requirement of making the formation
of regional sub-federations a pre-condition for each new admission. Such
regional sub-federations will become, in effect, member states of the
Union, allowing its extension without prejudicing decentralisation and
the capacity to take decisions. Having thisrequirement in view will quash
any temptation to dangle the possibility of direct membership in front of
the separatist Yugoslavian Republics.

It remains true that the present Community includes some small
countries (Luxemburg, Ireland, Denmark) as member States, and since
the current situation is now firmly established it does not seem realistic
to ask these countries to enter into intermediate federal groupings
(although a federal group made up of the Benelux countries, or Denmark,
Sweden, Norway, and Finland would not be unthinkable, given the
special ties that already exist between these groups of countries). But it
is a different matter for the states which are aspiring to Community
membership. Their admission will, in any event, have to be subjected to
certain conditions. The creation of regional groupings should be one of
these, and would seem all the more reasonable in as much as it would also
serve the interests of candidate countries, by giving them contractual and
decision-making power, rather than condemning them to a peripheral
minority role, which would leave them the sole option of obstructing
federal institutions in a bid to increase their political leverage. Moreover,
Hungary, Poland and Czechoslovakia already realise this, and have
begun to co-operate on a regional scale. In response to a specific request
from the Community, this trend could evolve in the direction of a real
federal agreement.

It is true that such a request may seem unlikely to gain acceptance in
light of the complexity of the ethnic situation and the resulting delicacy
of relations between the states of Central and Eastern Europe. But it is
necessary to take into account that the enlargement of the Community
will not be achieved by a straightforward and painless process. On the
contrary, this is an issue which sets the Community a dramatically urgent
and traumatic challenge which, if it is to be met, will require both strong
political will and a considerable capacity for planning ahead. In light of
this, Community institutions (with the Parliament in the vanguard) and
the governments of the member states, should take steps to prepare
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quickly and with determination, without allowing themselves the delu-
sion that only the passage of time can resolve problems that, on the
contrary, will only become more serious as the situation develops.

* 3k ¥

In conclusion, it is worth pointing out that there has been no attempt
in this editorial to predict the future, but only to point out the existence of
problems and to set out general guidelines. Federalists are not observers,
but active participants in the process. Their task is therefore not to try and
work out which forces will gain the upper hand in the tumultuous events
in Europe and the world in the final decade of the 20th century, in an effort
to jump on the bandwagon. Rather it is to single out the great choices
which history is currently placing before mankind, and Europeans in
particular, and to commit themselves to positions, in an effort to make the
arguments for unity win through over those for division, fully aware that
the outcome of the conflict is by no means certain.

The Federalist
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The World Economy and
International Economic Integration
at the Beginning of the Nineties

FRANCO PRAUSSELLO

1. Introductory considerations.

Innovation, the opening-up of markets, and international economic
integration are linked by strong ties of interdependence and are mutually
supportive. The collapse of the routine economy, and the appearance of
Schumpeterian innovation, which continually provides new fuel for the
process of development, are facilitated and stimulated by the presence of
the international market, in which the economies of scale produced by
investment in modern productive processes can be fully exploited, hence
making development possible. Furthermore, the incentives and benefits
of innovation are made more powerful in the presence of international
economic integration, in that the number and the yield of innovations
generated by an integrated world economy are proportionally greater
than is the case for individual countries.'

For some time now, the context of technological change has not been
provided by the national market and by its related processes, but by the
world economic system as a whole, or rather by what it is convenient to
call the world economy. In this context the domestic markets of individ-
ual countries continue to fulfil an important function for innovation, but
they have lost the role as the basic driving force behind modern produc-
tion processes, and these processes are now increasingly conceived of,
and carried out, with reference to the world market.

Itis within this broader framework, moreover, that both the processes
of technological catch-up between innovating and follower countries,
and the processes of the decentralisation of production among various
groups of countries can be seen. Such developments are the rationale
behind the technological changes that are affecting the apparatus of
production and society, and feed the growth of modern economies.
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The make-up of the world economy changes both with increased
interdependence, and with the emergence of forms of integration, at
global and regional levels, between countries.

This study aims to deal with the principal characteristics of the
internationalisation of productive processes in the course of the last
decade, with particular reference to the global context and the experience
of integration within the EC and within Europe as a whole. The analysis
covers on the one hand the characteristics of the world economy and the
actions of its key players (countries and multinational corporations); and
on the other, the prospects for integration in Europe in the run-up to 1993
and in the wake of the events of 1989 in Eastern Europe.

2. The process: the formation of the world economy and international
economic integration.

Throughout the 1980’s the tendency of modern productive processes
to extend beyond the framework of the national market was both
reinforced and significantly advanced. By the end of the decade the
underlying rationale encouraging the economies of individual countries
to integrate organically into the system of world economy (a trend which
in certain areas gave rise to more advanced forms of interdependence
within the context of experiments in regional economic integration,)
produced two results of great significance. First, the possibility that the
economic and political unification of the European Community will be
rapidly completed; second, the opening-up of Eastern European econo-
mies, and their integration within the context of European and world
markets.

The main structural factor determining economic internationalisation
is the evolution of modes of production, or ratherin the fact thatin modern
scientific mode of production, the production processes tend to involve
the entire world economy. Indeed, the world economy is now considered
the most suitable framework within which to plan and carry out modern
production, by decentralising parts of the production cycle, or even
products, towards the periphery of the system, and exploiting the differ-
entials in cost and sales opportunities between its constituent areas.” This
powerful factor operates in a virtually cumulative manner, and enjoys a
large degree of freedom with respect to the commercial policies of
different countries. Its particular impact, however, turns out to be a
function (among other things,) of the liberalisation of trade in products
and in factors of production, between countries and areas.
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This means that while economic interdependence between countries
tends, broadly speaking, to increase as the new mode of production
becomes diffuse and its global characteristics are intensified with respect
to the world market, it is also possible to see that within the world
economy there exist regional experiments in the integration of markets,
which are based on the gradual elimination of trade obstacles and on the
creation of a number of common policies in sectors of varying size.?

Hence the world economy, by developing in this way, presents new
asymmetrical characteristics — over and above the traditional asymme-
tries that exist between central and peripheral, or semi-peripheral, coun-
tries. The situation has been highlighted in studies by Wallerstein and
followers of his school,* who argue that as regards the areas involved in
the process of integration, interdependence tends to be organised in
relatively stable and effective forms, unlike the situation for global
interdependence. The latter, in the absence of a world government of
economy, is the object of partial forms of organisation that are based on
the supremacy of the most advanced countries.

Following the decline in the strength of the US economy (as a result
of European and Japanese poles emerging in the Western economy), the
most advanced countries try to regulate global interdependence between
countries to their advantage: policy co-ordination between the leading
countries of the G7 areais the method used. Moreover, it is notimpossible
that sooner or later, once it has been accepted into multilateral economic
world institutions, even the Russian Republic (heir to the Soviet Union,)
will become part of this group, or of a similar body.

Against this background, in comparison to the preceding decade, the
1980’s saw not only the confirmation of trends but also important
changes regarding the main characteristics of the world economic sys-
tem, as it continued to spread gradually to all countries and areas of the
globe.

Despite the resumption of protectionism caused by the recessions of
the mid- and late 1970’s,’ interdependence between countries increased
in overall terms. Indeed, with the new cycle of international expansion
which began in 1982 and was still continuing at the beginning of 1990,
world trade started to develop once again at a sustained pace, on the basis
of higher average rates than those of the preceding decade. Using, as a
measure of interdependence, the connection between trade flows and
domestically produced wealth, it can be observed that the relation
between growth rates of imports and of world GDProse in the two periods
from 1.12 to 1.34, with an increase of about 20 per cent.®



14

At the same time, experiments in regional economic integration
(which in the 1970’s had marked time and even lost some ground, not
least because of the negative impact of world recession,) gained fresh
impetus and were re-launched, at least in the Western economy.” Apart
from the twin aims of Community integration and increased economic
co-operation between EC and EFTA countries (as a preliminary to those
countries joining the Community®), there are several other examples
which should be noted in this context. For example, the establishment of
a free trade area between the United States and Canada (and in future
Mexico), as well as the resumption or consolidation of many integration
experiments that have been started in areas on the periphery of the world
economy. Most notable among the latter category are the Andean Pact,
experiments in the Caribbean, the Central American Common Market,
and Africa, where after the re-launching of the initiatives of the Maghreb
and the Economic Community of West African States, there exist
growing demands within the Organisation for African Unity for setting
up a continent-wide common market.’

Only the countries of Eastern Europe seemed to be unsuccessful in
this field, a result of the unavoidable negative effect of the crisis in
centrally planned systems on the functioning of the CMEA (the interna-
tional organisation which governed the promotion of regional economic
integration between most Eastern countries, under the leadership of the
Soviet Union). On closer consideration, however, the collapse of the old
model of centralised planning in Central and Eastern European countries
will result in some form of integration with the countries of Western
Europe, an evolution which will culminate in their joining the European
Community, following a transition period of uncertain length. Yet all the
above does not even consider the Chinese economy’s gradual opening-
up to trade, a trend which seems destined to become stronger, despite the
interruption caused by the repression of domestic movements in favour
of democracy.

The above-mentioned developments were, in their turn, the result of
the effect that the globalisation of the mode of production has had on the
production of goods and services, and on the circulation of financial
capital within the framework of the system of world economy.

A distinctive characteristic, which has indeed become more accentu-
ated in the last few years, concerns the diverse articulation and organisa-
tion of real and financial flows in the world system. Real flows, despite
the decentralisation of production on a world scale, tend to remain tied to
models where the regional component of production and trade remains
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important. Financial flows, on the contrary, at least in the form of
portfolio investments and speculative capital movements, have proved
less tied to choices of a regional nature, and tend to be directed in a more
homogeneous way towards world markets as a whole.

Hence, between 1974-80 and 1981-87, indices of commercial inte-
gration within the main world areas registered slight but significant
increments: rising from 30 to 31 per cent for North America; from 62 to
64 per cent for Western Europe; and from 32 to 34 per cent for the Far
East.!°In the same period the current account deficit of the United States
was covered by capital inflows from the rest of the world, or rather from
other regional areas (notably Japan), whose banks had by then come to
dominate the world financial market, with larger operations than their
American counterparts.'!

In addition, within the context of different types of flows, important
innovations emerged compared to the previous decade. The product
cycle continued to operate at a world level by means of the successive de-
localisation of production, even to the extent of including a new circle of
countries above and beyond the first NIC’s (newly industrialising coun-
tries). However, on top of this trend was grafted a type of countercycle,
more idiosyncratic than that of the 1970’s. The exploitation of process
and product innovations, and above all the pervasive use of microelec-
tronics, allowed the countries of the centre to maintain or recover
segments of production in sectors which were once considered globally
mature.'? This explains the existence of competitive advantages for
countries that were technologically advanced in sectors such as special
steels, textiles and clothing, furniture," and the automobile industry.
Nevertheless, these developments cannot be dogmatically interpreted as
a general justification for maintaining obsolete specialisation.

Furthermore, in the face of the de-localisation processes, which affect
relations between countries, at the microeconomic level there was often
a tendency to dismantle the structures of vertical integration, and to
decentralise activities with low added value, and functions not vital to the
success of a company’s strategies, outside the company itself.

As regards financial flows, decisive progress was made during the
1980’s towards the globalisation of markets, or rather towards the
elimination of obstacles to the free transfer of capital and to the comput-
erised control of movements ofsavings at a world level."*

By the end of the decade the total world financial market, in action
twenty-four hours a day, was still at an early stage,*but it had crossed the
threshold to become an operating reality. Compared to the situationin the
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1970’s this represented a qualitative leap, one destined to have a decisive
influence on the economic policies of countries both at the centre and on
the periphery of the world economy. Since the opening-up and deregu-
lation of financial markets (the London Stock Exchange’s “big bang” was
in 1986), capital transfer movements from one country to another have
been larger than the real flows of goods and services: the Eurocurrency
market alone increased by $2,217 to $4,073 billion (bn) between 1981
and 1986,'¢; while at the end of 1989 the global value of international
banking activity came to $3,530 bn."”

Nevertheless, in contrast to gradual extension in the sphere of produc-
tion, circulation of goods, and financial activities, the labour force
remained divided in national markets. Only under more advanced forms
of regional economic integration, such as in the European Community,
is the free circulation of labour guaranteed at an international level.
Within the context of the world economy, by contrast, the virtual unity of
goods and capital markets has no counterpart as regards the labour
market. Hence the existence of numerous obstacles to migration from
peripheral to central countries.

3. The agents of change: multinational companies and states.

Within basic parameters, which are determined by the functioning of
scientific mode of production, the evolution of the world economy is
influenced by the behaviour and strategies of its key players: national
states and multinational corporations.

The former try to stimulate and control growth (subordinating its
results to collective preferences), which in the event means they mainly
favour increasing the bargaining power of national policy institutions in
comparison to other international bodies. Multinational corporations, for
their part, represent the rationality of scientific mode of production
appliedto modern productive processes. They have recently givenrise to
the global company, which operates a strategy, based on the entire world
system, that takes into account the behaviour of other companies and
countries using analytical schemes which apply the theory of games to the
study of oligopolistic situations.'® ,

In the transition from the 1970’s to the 1980’s (at least in the Western
area of the world economic system), states to a greater or lesser extent
gave up the ambition of globally directing the process of growth towards
socially-determined objectives, and abandoned the establishment of
planner-directed public activity. On the contrary, the neo-liberal wave
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which spread through the system, following the experiments of Thatch-
erismin Great Britain and the Reagan administration in the United States,
set out to dismantle government intervention, the effectiveness of which
the new classical macroeconomics (the most sophisticated version of
laissez-faire economic theory,) went so far as to call into question. Later
on, after the mid-1980’s, even Eastern European countries tried to
overcome the deficiencies of centralised planning by re-launching re-
forms and trying to make room for the market economy.

However, not even the most rigorous neo-liberal governments ne-
glected the possibilities that public industries and initiatives provided for
the purposes of strengthening the national production system. Particu-
larly in relation to third countries, national policy-makers took care to
guarantee themselves advantageous positions within the context of
increased international competition, which was one of the by-products of
increased interdependence at a global level.

This serves to explain the extension of neo-mercantilist policies in the
course of the 1980’s, and the proliferation in this period of non-tariff
obstacles to trade (particularly in the form of anti-dumping measures,) in
the wake of the protectionist strains caused by the recessions of the
preceding decade. Butitalso explains why most countries involved in the
process of increasing interdependence at a world level, and in experi-
ments in regional economic integration, changed their attitude to policy
co-ordination and the enaction of common policies at an international
level.

During the 1970’s many countries had tried to oppose the growth of
interdependence, winning varying degrees of autonomy by means of
beggar-my-neighbour policies (the achievement of high levels of indus-
trial activity at the expense of commercial partners) or by policies of
isolation from the rest of the world. Although flexible exchange rates did
not allow national economies to isolate themselves completely from
external shocks,'® the adoption of this exchange rate system from 1973
onwards can be interpreted as an attempt to maintain a certain degree of
monetary independence in an increasingly interdependent world.”

In the 1980’s, by contrast, faced with the risk of instability due to the
existence of diverging policies, the objective of autonomy was pursued
by means of co-ordination or the launching of common policies. Having
realised that the power to achieve economic policy objectives through
unilateral action was in irreversible decline, countries set out to regain a
satisfactory level of control over the principal economic variables by co-
ordinating action or by sharing intervention instruments. Note that this
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was true as much for minor countries as for the dominant countries of the
various sub-systems which make up the world economy: the former were
concerned with overcoming an almost total absence of autonomy; the
latter with reinforcing an inadequate capacity for intervention by volun-
tary co-operation with other countries.?

On a more general level, it is worth noting that, apart from limited
exceptions, co-operation is a superior solution to non-cooperation (where
economic policies are decided autonomously at the level of individual
countries), in that in the latter case the improvement of conditions for one
country implies, at the least, worse conditions for another.?

Asexamples of the growth in co-operation in the course of the decade,
one might mention the G7’s activity regarding the co-ordination of
monetary and economic policies, in a broad sense, by the largest indus-
trial powers of the West; as well as the strengthening and re-launching of
the European Community as regards the common economic policies
carried out on the territory of the twelve member countries.

The freedom of action of a country’s economic policy is a function not
only of interdependent relations with other countries, but also of the
bargaining power and strategies of the multinationals. Often, in fact, the
actions of multinational corporations reduce the effectiveness, or in-
crease the cost, of national economic policy intervention.

Attempts to limit the activity of multinational corporations have taken
two complementary forms: the introduction of constraints at a national
level, particularly with the identification of sectors which to varying
degrees are closed to this type of company (closed sectors); and the
approval of international codes of conduct to which the activities of
global companies have to conform. However, both types of measure have
produced few results, leading the authorities of host-countries to adopt a
more flexible approach with regard to the way multinationals operate.”

In fact, the last few years have seen governments’ attitude to direct
investments by global companies change in two ways. First, in the sense
that even countries which were once hostile to direct investment and
imposed onerous conditions, now solicit t, particularly witha view to the
effect on the host economy in terms of increased employment, as well as
the faster transfer of innovations. Second, in the sense that subsequent to
direct investment, the regulations imposed on multinational corpora-
tions’ activities proved to be less exacting than those which had char-
acterised the previous decade. It can be said that in this respect, while the
1970’ s still saw many host-country governments maintain a cautious and
critical attitude towards direct investment, in the 1980’s foreign inflows
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of capital were highly prized, particularly for the extra employment and
increased technological standards of local producers that they engen-
dered. At the same time, the general image of the multinational corpora-
tion was positive.

It is not clear whether this new situation corresponded to a new stage
in which the influence of multinational capital on the host-country was
increased to the extent that the latter became heavily or fully subject to the
strategies of multinational corporations; or whether it simply reflected a
new awareness on the part of policy-makers in the host-countries of the
crucial advantages offered by the presence of direct investments. Whatis
clear, however, is the fact that policies aimed at controlling multination-
als, even where they were still pursued, continued to show little effect.

This serves to confirm the difficulties that beset host-countries which
tried to resist the strategies of multinational corporations, and direct
internal growth towards objectives determined autonomously at a na-
tional level. Factors operating against the successful achievement of
autonomous aims on the part of individual countries were, in fact, not
only increased interdependence between countries, but also the activities
of global companies that were decided and carried out with reference to
global conditions, well beyond the scale of the traditional nation-state.

In this way, a new area has been opened up to experiments in increas-
ingly advanced international economic integration, which could even
lead to forms of world government of the economy. In this framework,
integration once again represents the instrument by which policy-makers
canrecover some of their lost sovereignty: not necessarily in conflict with
multinational’s strategies, but certainly independent of any conditions
they might choose to set.

In general then (even ignoring questions linked to the expansion of
multinational capital), where there exists no governmen of world econ-
omy (or co-ordination, which is a second best), increased interdepend-
ence between countries risks giving rise to unstable and not self-regu-
latingstructures. As an example, the synchronisation of national eco-
nomic cycles often reduces the possibility of using foreign markets to
compensate for drops in domestic demand during recessions, while the
opening-up of financial markets facilitates, and perhaps even amplifies
(compared to the previous situation, ) the transmission of external shocks,
as was the case for the Wall Street crash of October 1987.

However, if the need for joint regulation of the world economic
system is becoming more acute, government responses remain clearly
inadequate. In the absence of intervention co-ordinated at a global level,
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for example in the context of joint action by the institutions of a
strengthened United Nations, the forms of policy co-ordination estab-
lished so far either fail to go beyond the regional level, or imply serious
limits when they have global ambitions. The co-ordinated management
of interdependence in the framework of the G7, seen from this angle,
excludes the majority of the world’s people from participating in com-
mon decisions, while at the same time making them pay for all the
deficiencies caused by the lack of unified instruments for formulating and
carrying out policy at a global level.

In contrast, the strategy of multinationals reveals a homogeneity that
is based on the evolution of the world economic framework. Apart from
differences dictated by certain national or regional peculiarities, the
multinationals’ response to basic shocks, such as medium term changes
affecting the entire world economy, can be seen to be converging. Thus,
even during the 1980’s, variations both in the flow of direct investments
and in the implementation of company policies proceeded in ways that
were common to all multinational corporations.

As regards the former point, it should be stressed that the 1980’s saw
the consolidation of trends which had already become evident during the
previous decade, although with a number of new elements regarding
quantitative aspects. In gross terms, it remained the case that the bulk of
direct investments (both inward and outward) continued to affect the
OECD area, and that within the categories of developed and developing
countries, the relative weight of the leading countries, or groups of
countries, changed. Simultaneously, the expansion of multinational
corporations into developing countries was confirmed, notably in the
newly industrialising economies (NIE’s) of Hong Kong, Taiwan, South
Korea, and Singapore, as well as Brazil and Mexico,* which had many
multinationals of its own by this time.

Hence, between the beginning of the 1970’s and the period 1980-84,
the share of direct investments originating from industrialised countries
was slightly reduced from 99.8 to 97.3 per cent, while the developing
countries’ share rose from 0.2 to 2.7 per cent.” Within OECD countries,
where the triad of the US, Europe and Japan provided more than 80 per
cent of total flows, there was a dramatic change in the size of US
investments, which fell from 45 per cent in the early 1970’s to 18 per cent
in the period 1985-89.

The gap created by the US was mainly filled by Great Britain and
Japan, whose respective shares rose from 17 to 20, and 6 to 19 per cent,
while France doubled its share from 4 to 8 per cent and Germany’s
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investments stagnated at around 8 per cent of the OECD total.”® As
regards inflows of directinvestment, until the mid-1980’s, OECD and de-
veloping country shares remained stable at around 77-78 and 22-23 per
cent respectively. In the second half of the decade, investments became
concentrated in industrialised market economies, and the share of under-
developed countries dropped to 18 per cent, with the added caveat that for
direct financial inflows into the Third World, three-quarters were con-
centrated in ten countries: five in Asia (China, Hong Kong, Malaysia,
Singapore and Thailand); four in Latin America (Argentina, Colombia,
Brazil and Mexico); and one in Africa (Egypt).”’ Among developed
countries, the United States’ share was doubled (from 24 to 48 per cent
between the periods 1970-79 and 1985-89), while the share of the four
major Western European countries dropped from 40 to 26 per cent.
Among developing countries, Latin America’s share showed a similar
drop, while that of the Asiatic countries increased.”

The main new element in this context, during the 1980’s, was un-
doubtedly the emergence of the US as anetimporter of capital, absorbing
direct investments from the rest of the world, notably from Europe and
Japan.?

In relations between Europe and the US, acquisitions by European
multinationals came to dominate; the ratio for direct investment flows
across the Atlantic in the period 1984-1989 was two to one.*

However, the creation of the internal market in 1993, and moves
towards Economic and Monetary Union, should be considered as being
bound to accelerate the resumption of US and Japanese direct investment
in the EC; indeed this trend has already begun.’!

There are further elements which need to be emphasised: in brief, the
increasingly multinational expansion of industrial companies, as well as
the large increase in the amount of foreign trade carried on by multina-
tional corporations.

Despite the fall in direct investments in the early 1980’s as aresult of
recession,*? the proportion of overseas production to total production for
leading industrial conglomerates (their degree of multinationalisation),
grew by several percent in the course of the decade.” Furthermore, the
increase in direct investments was at a higher rate than trade growth.
Between 1983 and 1989 global direct investment increased by about 30
per cent p.a., three times faster than trade between countries.*

Moreover, towards the mid-1980’s more than 90 per cent of interna-
tional trade was carried on by the largest 800 global conglomerates; and
in intra-firm trade these industrial groups accounted for over a third of
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goods exchanged globally.*

Itis well-known that companies decide to make direct investments for
one or more of the following reasons: a) to obtain a secure supply of raw
materials; b) to overcome obstacles created by protectionist measures, by
setting up production units in the export market; ¢) to increase the scale
of production, so as to reduce costs; d) to use multinational expansion as
ameans of maintaining intangible advantages (managerial or technologi-
cal). The strategies that correspond to the four above-outlined objectives
are concerned with: a) supply; b) the market; c) rationalisation; and d)
technological and financial policy.*

Whereas during the recessions of the 1970’s and early 1980’s, a
market strategy was very successful in fulfilling these objectives (since
it enabled companies to deal with the protectionism produced by eco-
nomic difficulties),” it seems that from the mid-1980’s onwards techno-
logical and financial strategies were increasingly adopted, even if strate-
gies that aimed at market penetration retained considerable importance.
These trends translate into a greater number of forms of internationalisa-
tion that do not involve the direct control of associated companies, or that
are based on co-operation agreements with external partners, or even on
non-equity forms that involve no venture capital at all.

This characteristic was already apparent in the 1970’s; other trends
visible during that decade were: the increased importance of direct
investments in service industries; a reduction in the creation of new
production capacity in favour of the acquisition of already-existing
production units; and a shift from commercial production facilities that
served local markets, to more complex structures that were directed at
regional or global markets.*

4. The framework: the asymmetries of the world economic system.

The world economic system, as previously mentioned, is not inter-
nally homogeneous, but reveals a whole array of asymmetries and hier-
archical relationships among its constituent countries, and groups of
countries. Furthermore, as has been demonstrated, the world market can
also be considered asymmetrical in terms of resources traded, given the
lack of unrestricted labour transfers at an international level, due to the
barriers that face workers who want to migrate towards the markets of
industrialised countries.

In general terms, the asymmetries most worthy of consideration are
the vast discrepancies that exist between the contribution of different
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regional groupings to increases in output and world trade. The major
change during the 1980’s in this respect was the shift of the world
economy’s centre from the Atlantic region to the Pacific area. Since 1983,
the amount of trade in manufactured goods between Japan and South-
East Asia on the one hand, and within the Americas on the other, has been
greater than that between the two sides of the Atlantic.*

Two main factors contributed to this change. First, the rise of Japan
as a global economic power, and the dynamism of the newly industriali-
sing countries (NIC’s or NIE’s) located in the area under direct Japanese
influence. Second, the relative decline in the United States’ share of
output and world exports, coupled with the fact that EC participation in
international trade essentially stagnated.

Some argue, however, that the importance of the Pacific area will
recede in future, mainly because there are many obstacles that hinder the
maintenance of growth levels similar to those of the last twenty years.*
Furthermore, expansion associated with Eastern Europe’s entry into the
world market, combined with the completion of the Single Market and
EMU, could shift the world economy’s centre of gravity back towards
Europe, simultaneous with an extended European Union (including the
countries of Eastern Europe) gaining leadership of the world economy.

As regards the traditional dichotomy between centre and periphery,
the 1980’s saw the gap between advanced and underdeveloped countries
in the world economy widen. Only the developing economies of East
Asiashowed satisfactory economic results; sub-Saharan Africa and Latin
America, on the other hand, saw their per capita income fall by 2.5 and
0.6 per cent p.a. respectively, between 1980 and 1988.*' Taken as a whole,
the difference in average per capita incomes between developed and
developing countries, increased from $5,450 in 1975, to $13,860 in
1987.%

One of the main causes why the Third World fell even farther behind
is the debt crisis, in which developing countries have been trapped since
the early 1980’s.

The excessive amounts of finance transferred by banks to developing
countries during the 1970’s has proved, since the beginning of the
following decade, to be a formidable obstacle to their growth. Among the
direct causes of the debt crisis are increased interest rates, as a result of
the restrictive monetary stance adopted by the US in 1979, and a fall in
debtor country exports in the wake of the recession which hit industrial-
ised countries at about that time. Real interest rates on the loans of non-
oil-producing debtor countries reached almost 20 per cent, while the
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terms of trade for the 15 most indebted countries decreased in 1981 and
1982, by 3 and 4 per cent respectively.* In structural terms, however,
when debtor countries began to repay their loans, a possible worsening
of their terms of trade had to be taken into account (in line with the theory
of transfers,) because of the pressure on world prices caused by the sale
of produce in an effort to make debt repayments.*

The crisis manifested itself when Mexico stopped servicing its debt
in 1982, which elicited much intervention on the part of creditor countries
and multilateral credit institutions (such as the IMF and World Bank), in
an effort to prevent the collapse of the international financial system.

For many countries, the difficulties of servicing the debt were due not
so much to illiquidity, as to actual insolvency, since often interest rates
on the debt exceeded domestic product growth rates; and exportable
resources did not seem sufficient to repay loans without the danger of
forcing domestic consumption below subsistence levels. Despite this, the
policy of creditors (both banks and countries) continued, for a long time,
to aim at full loan recovery. Hence there followed, in succession: drastic
deflation of debtor economies; an initial, fruitless attempt to promote new
financing in order to stimulate growth again in debtor countries (the
Baker Plan); debt reduction by means of bilateral conversion operations;
and finally the launch of the Brady Plan to reduce, within a multilateral
framework, the debts of countries most at risk, beginning with Mexico.*

By the end of the decade the crisis was far fromresolved. The collapse
of the international financial system had been avoided, but despite this not
all dangers had been overcome. The Third World still had debt of about
$1.3 bn, with a loan service that amounted to 20 per cent of the value of
their exports (40 per cent for the most severely indebted countries).

The effects of the debt crisis proved onerous, both in terms of reduc-
ing living conditions (often subjecting people to disease and malnutri-
tion), and in terms of slowing down the process of industrialisation* and
reducing growth rates. This was due to a sharp reduction in imports and
net resource transfers, which, by this period, operated in favour of
creditor countries from Third World countries ($169 bn in total, from
1984 to 1989).47

Taken as a whole, the 1980’s were a lost decade for Third World
development, while for sub-Saharan Africa there were two decades lost.

However, the newly industrialising countries of the Asian region
were an exception to the usual fate of the Third World: in contrast, they
brought about a new development pole in the world economy.

South Korea, Hong Kong, Singapore and Taiwan joined the ranks of

newly industrialising countries in the 1970’s, and continued to grow ata
more than impressive rate, lifting the expansion rate for the whole of the
Asiatic region (7.1 per cent in the period 1980-88, or more than double
Third World growth rates as a whole during the same period).*® The
performance of these countries was often measured by double digit
increases in annual product (an average of between 7 and 9 per cent during
1980-1988), as a result of an aggressive commercial policy aimed at
world markets. Their success illustrates the advantages of an export-led
development model which adopts realistic exchange rate policies, and
uses well-timed structural adjustment policies to cope with external
shocks.®

This also explains the limited impact that the debt crisis had on them.
Only South Korea had contracted substantial debts, and these have been
partly repaid.*

The industrialisation of these countries was based on the logic of
decentralised production, which was inspired by the search for cheap
labour.’! The 1980’s saw a second wave of production transfers to
Thailand, Malaysia, the Philippines and Indonesia, countries which
enjoyed comparative advantages in highly labour-intensive sectors in-
volving medium to low technologies. A third wave can be envisaged for
the future, which might reach as far as China. In the meantime, trade
within the Asian area was augmented by the increased return flow to
Japan of goods produced in the Asiatic NIC’s by Japanese multinationals;
it was from Japan that some production had originally been decentral-
ised.”

As regards industrialised countries, the 1980’s saw the crisis of
central planning in the countries of the East, and the reinforcement of
multipolarism in the Western economy. The various reform projects
launched in countries with centrally-planned economies did not succeed
in making their economic management more efficient. Moreover, they
were overtaken by the launch of perestroika, which had much more
ambitious objectives, namely the undermining of the very foundations of
public ownership of the means of production.

Among Western countries, in contrast, the tendency to base recipro-
cal relations on an oligopolistic basis continued to increase.”® When the
hegemonistic stage of the international economic system ended in the
early 1970’s, with the collapse of the Bretton Woods system, the
European Community and Japan took their place alongside the United
States as new poles of the Western economy.

In the following decade, the economic importance of the United



26

States continued to abate, to the advantage of Japan in particular, while
Europe marked time, awaiting fresh impetus (that the planned comple-
tion of the Single Market may provide).>* Between 1978 and 1986, the
" United States’ share of world exports decreased from 11 to 10 per cent (in
1973 it was 16 per cent), while Japan’s world export share rose from 7 to
10 per cent, and the EC’s share remained around 37 per cent.”® Moreover,
between 1965 and 1987, the US share of Western product declined from
40 to 30 per cent, compared with an increase from 5 to 16 per cent for
Japan, and 6.6 to 7.4 per cent for Federal Germany.* At the same time,
the GDP of the EC (of the Twelve), plus the five German Léinder once in
the GDR, rose to over $6 bn by the end of 1990, overtaking the amount
of wealth produced by the United States ($5.3 bn), and leaving Japan
($2.9 bn) a good way behind.”’

Compared to the previous period, in which it had exported capital to
other countries, the US position was clearly weakened by its becoming
a net importer of capital and repeatedly running a deficit on the current
account. As aresult, the US accumulated so much foreign debt as to make
itthe world’s most indebted country, with over $360 bn of debt by the end
of 1990.% Moreover, in international finance and for many high-technol-
ogy products, the leadership of the United States was replaced by that of
Japan.

Within the context of the multipolar system, the oligopolistic coun-
tries were subject to the conflicting aims of pursuing their own ends (often
by means of mercantilist policies), and of submitting to common rules in
order to manage the world economy in a co-ordinated manner and thereby
gain the public benefit of an “international economic system” (a system
of economic relations between countries that is endowed with the
necessary stability).

The absence of hegemony, and the difficulty of operating forasystem
with an oligopolistic structure, explain both the recurrence of trade
tensions between the three poles, and attempts at policy co-ordination
within the G7.

With regard to the former trend, it is sufficient to recall the wrangles
between the US and the EC over trade policies involving agriculture, and
ironand steel products, as well as the pressure exerted on Japan by Europe
and the United States in order to further open up Japan’s domestic market.
As for policy co-ordination, the specific object of their combined efforts
was to maintain a stable foreign exchange market in the face of the erratic
behaviour of the dollar’s exchange rate; the dollar remained the principal
currency of the international economic system. The co-ordination of
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monetary and exchange policies culminated in the Plaza agreements of
1985, and the Louvre agreements of 1987. However, as has been
previously mentioned, there became established within the G7 a ten-
dency not simply to take decisions dealing with relations between
industrialised countries, but also ones that related to the behaviour of
these countries as a single group with regard to the rest of the world.

5. Change in Europe: the completion of European integration and the
crisis of centralised planning in Eastern European countries.

The 1980’s marked the re-launching of European integration, and yet
also the collapse of the Communist regimes in the minor countries of
Eastern Europe, as well as the start of structural reform in the Soviet
Union. The two series of events are interdependent in more ways than
one: since they are both expressions of the fundamental trend governing
the globalisation of production processes; and because Community
integration, and difficulties in Eastern Europe, have affected each other
in the past, and are destined to do so in the future as regards the evolution
of the two parts of Europe. At the beginning of the 1990’s, the crucial
issuein this contextis whether the Community has the capacity to support
and facilitate the opening-up and democratisation of ex-Communist
Europe, without losing its momentum towards unity. On the contrary,
there exists the possibility that the extension of the Community’s sphere
of action to include Eastern European countries, as well as, and in
particular, German unification, will end up blocking the EC’s evolution
towards federal institutions, such that the attempt to crown the long
process of integration (begun after the Second World War,) with eco-
nomic, monetary and political union, will be doomed to failure.

After the long intermediate period that was marked by setbacks
throughout the 1970’s and early 1980’s,*economic integration in the EC
started up again, as aresult of both political and economic factors. Among
the latter, worthy of mention are the reaction to Europe’s decline in the
global competition with the United States and Japan for the conquest of
world leadership in high-technology sectors, and the continuing conver-
gence of the Community’s economies due to the effect of the EMS.
Particularly from 1983 onwards, in the wake of France and Italy’s
agreement to bring their monetary policies gradually into line with the
greater rigour of the Bundesbank, exchange rate fluctuation and differen-
tials between the inflation rates of countries belonging to the European
exchange rate agreements were reduced. Between 1980 and 1988, for
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example, the differential between price changes in Italy and Germany
wasreduced from 15 to about 4 percent.60 During the same period, output
growth rates tended to converge, although average economic growth for
countries belonging to the EMS proved to be less than for other Western
countries, leaving open the question of the possible deflationary effect of
Community exchange rate agreements.®!

The convergence of EC member country performances, as regards
price movements and changes in real output, thus created the conditions
for launching a programme to complete the Single Market, an enterprise
which would have made little sense if member country economies were
diverging.

The political factors underpinning the re-launching of this Commu-
nity project can be encapsulated in the election by direct suffrage of the
European Parliament, and by the latter’s action (based on strength
derived from its newly-gained democratic legitimacy,) to increase its
powers and reform the Community’s decision-making mechanisms. In
1984, at the end of its first legislature, the elected Parliament presented
a proposal for European Union (the Spinelli Plan), which involved
comprehensive democratic innovations with regard to the functioning of
the Community.

Member state governments did not accept the changes in the Treaty
requested by the European Parliament (although some of them did in fact
give their agreement). They were nevertheless forced to respond in some
way to the proposal of European Union, and this they did by approving
the Single Actin 1986. As well as introducing some minor innovations,
including those in regional and environmental policy, the Single Act
added to the EC Treaty the aim of creating the Single Market by 1992.5

The Commission’s White Paper on the completion of the Single
Market lists the 280 or so directives that are needed to eliminate the
remaining obstacles to the free transfer of produce, and production
factors, within the Community market. They deal with: physical barriers
(internal border controls on goods and people); fiscal barriers (different
rates of VAT and domestic excise duty); and technical barriers (differing
national technical regulations - often a Trojan Horse for non-tariff forms
of protectionism).%

The Cecchini Report evaluates the overall benefits of eliminating
such obstacles as equal to 250 bn Ecus, and an increase of between 2 and
5 million jobs. Moreover, this does not assess the dynamic advantages of
the Single Market (increased output, associated with greater investment
due to the opening-up of markets; nor the degree of reorganisation which
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the most protected sections of the European economy will undergo).*

Anin-depth study of the effects of full market integration reveals two
crucial elements for the success of the initiative. First, the Single Market
must engender not only efficiency, by reducing costs and prices, but also
stability throughout the European economy, as well as equity (preventing
the benefits of integration from being enjoyed only by certain countries,
or social groups). Second, the need for member countries’ economic
policies to be restricted in favour of Community institutions, given that
it is impossible for there to exist simultaneously, the free exchange of
produce and production factors, exchange rates stability, and full policy
autonomy for each individual member country.%

An awareness of the first element’s importance led to an increase
(insufficient, but significantnone the less,) in the resources distributed by
the EC’s structural funds, which aim at smoothing out the possible
negative effects of the Single Market, in the context of increased
differences between the central and peripheral areas of the Community.

In turn, the need for economic policy integration, aside from market
integration, resulted in the re-proposition of the projects of Economic and
Monetary Union, which had not come to fruition in the 1970’s. The
Delors Report, which set out a stage-by-stage approach to the single
currency and economic union, was approved by member countries,
despite the opposition of Great Britain,* and on 1st July 1990, the first
stage of the transition to the Union came into force (accompanied by the
full liberalisation of capital movements within the Community, and
between the Community and the rest of the world).

Atthe same time, an intergovernmental conference was set for the end
of 1990, in order to discuss Treaty changes with a view to completing
Economic and Monetary Union. It was subsequently decided to hold an
intergovernmental conference on Political Union as well, given that the
completion of Economic and Monetary Union makes dramatically clear
the need for a European government with limited, but real, powers.

In this way, the foundations were laid for the approval of the Maas-
tricht Treaty, in which the Twelve were to commit themselves to establish
a European currency by 1999 at the latest, and to start joint initiatives in
the fields of foreign policy, security and defence.

By the end of the decade, and on the eve of the enactment of the Delors
Plan, progress towards the Single Market was on balance positive, even
though the Community programme had suffered some setbacks over the
elimination of border controls, and the harmonisation of indirect taxation.
Above all, the goal of completing the Single Market was seen to be
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achievable - it served as a reference point for companies, who began to
take it into consideration when planning investments, and medium and
long term business strategies.®’ '

While the Community was preparing its re-launch and enacting the
first stages towards completely open markets and the goal of the Euro-
pean Union, Eastern European countries were suffering a number of
problems, and were unable to fulfil the objectives set by their national
plans or by the joint programmes of the CMEA.

Because of a series of adverse circumstances, both external and
internal, several countries were obliged to restrict internal absorption
heavily, to the extent that growth in Eastern European countries during
this period fell to its lowest levels since the Second World War, while
income per capita remained static at levels reached at the end of the
1970’s. Concurrent with these trends, even ambitious plans to re-launch
socialist economic integration within the CMEA (with a programme of
scientific and technological development in the mid-1980’s,) seemed to
have little hope of success. This can be explained, above all, because of
difficulties in co-ordinating the national five-year plans, and reconciling
a system based on central planning with decentralised decision-making
processes at the level of individual companies.®®

With reference to the Soviet Union in particular, the first half of the
1980’s saw a sharp decline in product growth rate, which according to
authoritative sources reached zero in 1985,% and subsequently rose to an
average of 2.9 per cent in the period 1980-1989. At the beginning of the
1990’s, the difficulties of changing to a market economy were translated
into an absolute reduction in real terms of wealth produced, and South
American-style inflation rates.”

Gorbachev launched perestroika in the spring of 1985, and in the
wake of this initiative, reform movements (which during the 1970’s and
early 1980’s had for the most part languished) gained new strength in
many countries of the area.”

To these developments were added the events of 1989: notably the fall
of Communist regimes in the minor countries of Eastern Europe; the
gradual change to a multi-party system in the Soviet Union; and the
growing possibility of a rapid Wiedervereinigung between the two
German states.

The prospects regarding economic development for Eastern Euro-
pean countries at the beginning of the 1990’ s were fairly clearly outlined.
In structural terms, there existed a trend to replace the old mechanisms of
centralised planning with the automatic functioning of a market econ-
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omy, the latter to be corrected (to an extent that is difficult to define ex
ante) by state intervention, in a similar way to today’s mixed economies
in the West.

The objective of changing to amarketeconomy is evident, in any case,
even in the countries of the defunct Soviet Union, where a programme of
transition towards this type of economic system seems bound to succeed
(despite thousands of difficulties), particularly in the wake of the failed
coup of August 1991.7 Moreover, it is worth noting that on an external
level, these countries (following the disintegration of the Soviet Union,
the dissolution of the CMEA, and the collapse of trading links that
depended on the latter,) showed their intention of participating actively
in the management of the world economy, primarily by joining the
multilateral institutions that regulate its development, such as the IMF,
the World Bank and GATT.

In the medium term, there is a danger that problems (inherent in every
transition,) will multiply; while uncertainties over the way to implement
amarket economy, and the results of such a transition, have given rise to
disorganisation and growing shortages.

Moreover, on a general political level, the efforts made to create
common institutions for the countries belonging to the Commonwealth
of Independent States have a high risk of failure; this is also the case for
Eastern European countries as they grapple with inter-ethnic tensions of
various kinds, unless the disintegrative forces of local nationalisms are
curbed with authentically federal institutions. Following Yanaev’s failed
coup d’état in August 1991, the secession of the Baltic countries and the
dissolution of the USSR marked an important stage in a process whose
outcome could prove profoundly destabilising, even to the extent of
resulting in armed conflicts which might involve atomic weapons, and
endanger world peace.

From this point of view, as regards the reorganisation of the general
structure of Central and Eastern Europe, and their constituent countries,
there exists a choice between fragmentation on the one hand (through the
explosion of nationalisms, or even tribalisms), and the birth of federal-
type structures on the other. Hence, European Community interests lie
primarily in preventing the disappearance of all forms of joint state
organisation between the Republics of the old Soviet Union, and in
supporting their democratisation and transition to a market economy,
while refusing to assist in any way the nationalistic policies of countries
in the area. It should clearly be pointed out that this is also the case for the
minor countries of Eastern Europe, in particular Yugoslavia, whose unity
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on a democratic foundation should have been required by Europe, as
indeed EC Foreign Ministers tried, at least initially, to emphasise.

In light of this situation, the Community is faced with new opportu-
nities, and also new risks. On a political level, the Community’s priority
is toincrease its influence in these countries, and consolidate their fragile
democracies, completing, at the same time, the democratisation of
Community institutions as a preparation for a wave of expansion to the
East, which will increase the EC’s responsibilities and its international
weight.

From an economic point of view, the opening-up of markets to the
East may provide the driving force for a period of sustained growth for
EC economies, which are probably best-equipped to provide the indus-
trial plant and technological know-how that are needed in order to
modernise those countries.” From this point of view, the financing made
available to Eastern Europe by the European Bank for Reconstruction and
Development (EBRD) constitutes an investment, which should bear fruit
within a reasonable period of time. Yet it is clear that such financing is
dramatically insufficient in the face of the vast amount of reorganisation
which needs to be done to the industrial infrastructure of these countries.
An immense effort is therefore necessary, similar to the United States’
Marshall Plan for Europe after the Second World War. Meanwhile, as an
initial step, the transition to a market economy, and the opening-up to
international trade, could be eased by establishing a regional payment
agreement, similar to the European Union of Payments of the 1950°s
which was tied to the Ecu.” On the other hand, a collapse of Eastern
European economies would be extremely costly for the Community, not
least in the form of massive numbers of immigrants, whose absorption

would test to the full the resistance of the economic and political
structures of European society. It should be pointed out that such costs
could possibly exceed the $300 bn (in 1991 prices) which crossed the
Atlantic in the form of the Marshall Plan after the Second World War.”

Among the immediate risks is the possibility that the crisis which
began with the fall of the old regimes may have ruinous effects on
democracy, stability and even peace, in the region, with an obvious
negative impact at an economic level, as well. Other effects which should
be taken into account, are the high costs connected with German unifica-
tion: in terms both of the higher interest rates required to counteract the
inflationary potential of the subsidies needed to sustain the economies of
the new eastern Léinder;"® and in terms of a possible weakening of the
German mark’s pivotal role in the EMS, for some time to come at least
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(although in the long run the mark is bound to be strengthened by the
eastward expansion of the unified Germany’s sphere of influence, and
especially its currency’s influence).”

At a later stage, there exists the risk that by joining the Community,
Eastern European countries may slow down the momentum towards the
Community’s complete integration, and make operating the EC more
complex. Nor should we ignore the danger that if the Community enters
a stalemate situation, then the difficulties of German unification may
persuade German politicians not to pursue the objective of European
integration. The latter scenario is a real possibility, even if it may occur
only much later on, at the end of the present political cycle which is
continuing to involve German leaders in the struggle for European
democracy, but only if (as may unfortunately happen,) the present
window of opportunity, which currently allows us to hope for the early
completion of European integration, is not exploited. However, the
prospect of the new German state’s foreign policy taking a nationalistic
turn can be made more remote, by giving the Community solid federal
institutions to which the unified Germany’s future may be anchored in
perpetuity.

As for difficulties connected to relations with Eastern European
countries, it should be noted that the Community welcomed the entry of
the area corresponding to the ex-German Democratic Republic. Indeed,
under the protocol appended to the Treaty of Rome concerning the free
circulation within the Common Market of goods involved in inter-
German trade, the GDR had represented a sort of silent partner from the
very beginning. For the majority of Eastern European countries, how-
ever, the attitude of the Commission and member governments remains
cautious, given that according to official declarations the deepening of
integration continues to have precedence over the broadening of the
Community.

With regard to this question as a whole, European governments and
political movements have presented proposals which share two main
characteristics: the need to strengthen Community integration; and the
usefulness of providing for a series of organisations with overlapping, but
concentric, circles to oversee co-operation between the Community and
the rest of the world. However, opinions differ as to how these objectives
should be carried out.

First, there is a vital conflict between those who maintain that greater
integration can be achieved by simply extending intergovernmental co-
operation, and those who strive for a constitutional option which would
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imbue the Community framework with democratic legitimacy (above all,
by attributing full legislative powers to the Strasbourg Parliament).
Taking into consideration only the policies of member governments, the
principal members of the first group are Mitterrand’s France and Great
Britain, while the countries most committed to the constitutional solution
are Kohl’s Germany and Italy. Second, much uncertainty exists as to the
role of external countries. At first, it seemed a political consensus was
forming with regard to the existence of a second circle, made up of
candidate countries associated to the Community, but not yet ready for
membership. Countries which wanted to remain on the system’s margins
would have to form part of a third circle, co-operating with the countries
in the two inner circles by means of an organisational framework similar
to that suggested by Gorbachev when he spoke of the “European
Common Home.” Proposals of this type were supported by President
Mitterrand, who argued that the Community, and its associate countries
in Central and Eastern Europe, should form a European confederation;
and by Duverger,”® who considered that the broadest circle could include
all the member countries of the Council of Europe. For his part, Jacques
Delors, the President of the Commission, seemed inclined to include the
EFTA countries in the second circle (in the context of the “European
economic space”), with associate countries from Eastern Europe in the
third circle, and to keep non-associate countries completely outside.”
However, it became apparent that such proposals were entirely inadequat
as, in the course of the first few months of 1991, the economic and
political difficulties that beset the new democratic regimes of Eastern
Europe spurred the countries of Central Europe to repeatedly ask the
Community for membership within a reasonable period of time. Hence
the political defeat and rejection, by the countries involved, of the concept
of Confederation that had been favoured by Mitterrand in the Prague
conference of June 1991, and been openly presented as an alternative to
full membership. However, one element of the French President’s plan
did seem to win a consensus: the delineation of the broadest circle of pan-
European co-operation as being within the context of the CSCE.®
Faced with this situation, and considering the risks of alikely deterio-
ration of economic, social and political conditions in the region’s coun-
tries — and in some cases the dangers of coups d’état, and inter-ethnic
and even inter-state wars — the EC cannot afford to hesitate. The
Community has a decisive instrument at its disposal with which to
consolidate the democratisation of Central and Eastern Europe, its
transition to a market economy, and its opening-up to international trade:
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the immediate start of EC membership negotiations, with the caveat that
their economies can adjust to Community rules within the course of
appropriate transitional periods, which will be arranged with regard to the
initial condition of the candidate country’s economy.® For the Republics
born out of the disintegration of the Soviet Union, which presumably will
not apply to join the EC in the near future, an instrument of association
could be used, with a statute sui generis. Without solutions of these kinds,
economic transition can hardly be expected to take place in a short space
of time, since there would be no guarantee for new investments, and old
production forms would stagnate, as is demonstrated by the example of
agricultural exports from the East, which the Community is still discrimi-
nating against.®

When the Western European countries that have already applied to
join the Community, or which are about to apply (Austria, Turkey,
Cyprus, Malta, Sweden, Norway, Finland, and probably also Switzer-
land), are also taken into consideration, it becomes clear that an expan-
sion of such vast dimensions cannot occur without fundamental reforms
to the Community’s structure: that will allow it to operate without any
individual member country being able to exercise a veto. From this point
of view, the Maastricht Treaty reforms are inadequate, since they keep
decision-making powers in the hands of the member governments, and do
not bestow any real legislative competence on the European Parliament.
The liberation of Eastern Europe has confronted the Community with a
basic choice: to leave the countries of Eastern Europe to collapse into
chaos and become ungovernable; or to transform itself into a federation.

6. Concluding remarks.

In describing the framework of technological change in modern
economies, I have highlighted the crucial role played by the evolution of
the mode of production, by increased interdependence between coun-
tries, and by the creation of the world economic system as a result of the
scientific and technological revolution, which for along time now has had
an enormous impact on our societies, and on the industrial infrastructure
on whose development they are founded. In various experiments in
international economic integration it has been possible to identify both
the effect of growth of interdependence and attempts to regain a certain
amount of autonomy and control over economic processes (which
individual countries are unable to achieve alone), by enacting common
policies and setting up joint bodies. Moreover, economic integration



36

between countries at a regional level can be observed not solely in
Europe, butalsoin many other areas of the world. Meanwhile, on a global
level, there exists a need for forms of partial government of world
economy: attempts at policy co-ordination by the G7 represent aresponse
to this requirement.

In this framework (in which some of the structural factors determin-
ing it emerge), the experiment of European integration appears destined
to reach its most advanced outcome, precisely because the forces under-
lying the process seem unlikely to be removed.

With regard to this context, the immediate external forces which
influence the completion of the Community’s integration serve to rein-
force the basic trends, both by making a positi\)e contribution to them,
and, on the whole, by also acting in opposition to potential obstacles.
Hence, the increase in membership applications from countries of the two
Europes helps to overcome the institutional deficiencies of the Commu-
nity, while the distrust, and even hostility, aroused in the United States by
the prospect of integration being completed, could be easily overcome (if
Community countries only had the will to do so,) by demonstrating real
determination to make progress towards political unity.** German unifi-
cation, more than any other element, could have caused serious problems
for the goal of transforming the Community into a Federal European
state. Instead, it has encouraged a broad group of forces to display a new
willingness to speed up the process of integration, and extend it to the
political sphere. Most prominent among these forces are certain Commu-
nity governments, President Delors, a large majority of German politi-
cians (led by Chancellor Kohl), as well as the European Parliament,
which has again taken the line of seeking greater powers, following the
signing of the Maastricht Treaty.

In conclusion, events in Eastern Europe and particularly the reunifi-
cation of Germany, have not put at risk the commitments that had already
been undertaken by the Community with regard to the completion of the
Single Market, and the launch of the final stages of EMU. Indeed, events
in Eastern Europe have had the reverse effect: bringing about initially an
acceleration of the European integration process, and extending the
relevance of that process to aspects of the political unification of member
countries, as well as increasing the possibility of reaching the ultimate
goal: European Federation.
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! Broadly speaking, this is true for countries with similar levels of development. G.
Grossman and E. Helpman (“Product Development and International Trade,” in Journal
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Krugman, Rethinking International Trade, Cambridge, Mass., The MIT Press, 1990; L. A.
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mondialisation de la technologie et de I'économie,” in Futuribles, September 1989). This
quotation demonstrates the truth of G. De Bernis’ observation (“E¢onomie mondiale,” in
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(The Capitalist World Economy, Cambridge, CUP, 1979) who claims that the world
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bodies. See also F. Praussello and M. Marenco, Interdipendenza, integrazione, conflitto
nell’ economiamondo, Genoa, ECIG, 1991 and F. Praussello, Le interdipendenze econom-
iche fra il Nord e il Sud del mondo, Genoa, ECIG, 1986.

3 As in R. Cooper, “Economic Interdependence and Co-ordination of Economic
Policies” (in R. Jones and P. Kenen, Handbook of International Economics, Amsterdam,
North Holland, 1985). By economic interdependence we mean the degree of reciprocal
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Interdependence: World Politics in Transition, Boston, Little Brown, 1977); in other
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countries which constitute interdependence itself. Integration of markets, on the other
hand, implies the formation of transnational markets, where product prices (and also the
price of factors if economic integration is complete) are brought to the same level. In any
case it seems to us that even the least advanced forms of integration require the existence
of common policies, at least as regards the organisation of the market and the free
circulation of products.

4 On the general model of the world economy see 1. Wallerstein, op. cit. Recent
applications of the world system analysis, in which the lack of homogeneity in the world
economic system is underlined, can be found in A. MacEwan and W. K. Tabb (eds.),
Instability and Change in the World Economy, New York, Monthly Rev. Press, 1989, as
wellasin S. Amin, G. Arrighi, A. Gunder Frank and I. Wallerstein, Le grand tumulte? Les
mouvements sociaux dans I'économie-monde, Paris, La Découverte, 1991.

S According to data from the World Bank for 1981 t01986, the proportion of
industrialised countries’ imports that were subject to non-tariff protection rose from 13 to



38

16 per cent of total imports. However, manufactured goods, against which the majority of
discriminatory measures are concentrated, have been showing an annual increase of 5.3 per
cent in world exports since 1973, in contrast to a 3.5 per cent increase in production (M.
Wolf, “The Challenge to Liberalism Grows,” in The First 100 Years, The Financial Times,
15 February 1988).

¢ The statistics refer to the periods 1965-80 and 1980-87 respectively (A. Maddison,
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7On the experiments of integration in Latin America and Africa respectively, see G.
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and World Development, cit. and V. Diejomaoh, “The Economic Integration Process in
Africa,” in J. Dunning and M. Usui, Structural Change, cit. See also R. Tamames,
Estructura economica internacional, Madrid, Alianza Universidad, 1990.

8 The constitution of the European economic space between these two groups of
countries can in fact be interpreted as akind of transitory stage, in anticipation of the EFTA
countries joining the EC. On the basis of the agreements decided in October 1991, these
countries will adjust their own legislation to the directives of the single market, and will
participate in financing Community regional policy, by January 1993. See P. Lemaitre, “La
CEE et I’AELE vont mettre en place un espace économique commun,” in Le Monde, 23
October 1991.

° Algeria, Morocco, Tunisia, Libya and Mauritania expressed their wish to relaunch
regional integration in the Treaty of 27 February 1989, which defined both the objectives
and stages of economic integration of the member countries, as well as the institutions of
the Union of the Arab Maghreb (UMA) (S. Bessis, L’union du Maghreb arabe, une
nouvelle donne. L’Etat du monde 1989-90, Paris, La Découverte, 1989). As regards Latin
America, among the most significant examples of the resumption of the regional integra-
tion process should be cited the objective of setting up, by 1995, a single market between
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Europe and the New World
Economic Order

DARIO VELO

Possible scenarios.

The fall of the Berlin Wall has made the end of the world order
established at Yalta clear to everyone. The politico-economic order
which emerged after the Second World War had already begun a serious
decline in 1968, as a result of the success of the European Common
Market; the inconvertibility of the dollar, the energy crisis and serious dif-
ficulties over the GATT were the most important crises which accompa-
nied this process of disintegration.

At the beginning of the 1990’s the world is at a turning point. The
collapse of the old international order means that a new, more evolution-
ary order has to be constructed. The alternative would be to fall back into
nationalism, anarchy, economic crisis and increasingly dramatic con-
flicts.

There are two alternative scenarios within an evolutionary perspec-
tive. On the one hand, the collapse of bipolarism opens up the possibil-
ity of moving towards closer integration on a world level. On the other
hand, it is possible to move towards a new multipolar order based on co-
operation between regulated areas, each area being partly closed to
international competition, hence postponing till a later stage the construc-
tion of a single world market.

In order to understand which direction is the more realistic for the
world today, and to evaluate the opportunities and risks implied by the
two alternatives, there are certain considerations which may be taken as
initial points of reference to assist our analysis.

The GATT crisis.

The economic order which emerged from the Second World War was
based on two principal agreements: the Bretton Woods system and
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GATT. The former guaranteed the convertibility of currencies, thanks to
the role of the dollar as the principal currency of reserve and payment,
while the latter allowed international trade to develop gradually and
progressively, by limiting the various types of protectionist measures in
force. Both agreements were imposed by the United States, which took
on the task of governing the world economy through a long developmen-
tal cycle.

The United States emerged from the Second World War as a single
economic pole: its supremacy remained unquestioned for twenty years,
until the success of European integration, the beginning of the great
Japanese boom, and the appearance of an increasing number of rapidly -
developing Third World countries on the world scene, combined to begin
to change the balance of the world distribution of wealth.

In 1945 the United States represented 75 per cent of world GDP: its
share dropped to 50 per cent in the 1960’s; at present it is around 23 per
cent. This simple fact reveals the diminution of the real basis for United
States’ leadership.

In August 1971, the declaration of the inconvertibility of the dollar
sanctioned the end of the Bretton Woods system, which was only able to
survive in a unipolar world economic system. The outcome was a decade
of crisis, until Europe and Japan began to take on their due responsibilities
in the monetary field.

Today we face the necessity of reestablishing GATT, in order to
defend the very same objectives for which it was established. GATT must
be reestablished not because it has failed, but because it has been success-
ful. Success, like failure, demands institutional change: such change is
more difficultin the case of success than in that of failure, in that the need
for change is less obvious. Yet the urgency of reform is in reality no less.

In the unipolar world the United States had three fundamental
functions at the world level: promoter of development, absorption market
and governor of the world economy.

The U.S. promoted world development thanks to its capacity to
produce a surplus in the balance of trade, and to simultaneously finance
world development. In other words, it offered the international economy
the goods and services which were necessary for the modernization of
economies, and at the same time offered the financial means to buy these
goods and services; in this way they supported development and integra-
tion at a world level. The greatest example of this capacity was the
Marshall Plan.

The United States continued to exert this influence long after eco-



nomic supremacy was diminished. In effect, the central role of the dollar
allowed the United States to become increasingly indebted, thus obliging
richer countries to support America’s role as a promoter of development,
arole which none of these countries could fulfil on their own.

These conditions have been reduced today. The United States has
acquired a permanent trade deficit; furthermore, it represents at present
by far the most indebted country, with a net international debt which
exceeds $800,000 million. The richest country in the world thus syphons
off goods, services and financial resources from the rest of the world; in
these conditions it is unthinkable that it could fulfil its function as a pro-
moter of development. The chief objective of the United States today is
simply that of restoring the balance of its own deficit in relation to the rest
of the world.

The second function fulfilled by the United States was that of an
absorption market for developing countries. Such a role is usually
undervalued, but in reality has strategic importance.

The U.S. promoted international development, absorbed the exports
of countries which were beneficiaries of the original boost, thus further
sustaining development, and in this way freed exportable resources to
support the modernization of the world economy; and so on, in a virtuous
circle of cumulative development.

In the postwar period all countries with a market economy have
registered positive development, and for many of them this development
has been very great. If a country wants to develop, it has to have a market
where it can sell its produce and manufactures. The United States
traditionally represented that market. That was true for Europe, in the
period immediately after the war; then for Japan, in the 1960’s and 70’s;
then for Korea, Singapore, Hong Kong and Taiwan in the 1980’s; and
today for the developing countries of the Third World. 63 per cent of all
products manufactured in all Third World countries are currently ex-
ported to the United States; Europe absorbs only 21 per cent, although
the European GDP is by now greater than that of the United States.

This function, traditionally fulfilled by the U.S., is about to go into
crisis. It is becoming increasingly difficult to keep the American market
open, since the U.S. system carries progressively less weight in the world
economy, and shows a growing deterioration in its foreign accounts.

The third function fulfilled by the United States was that of guaran-
teeing the management of the world economy. This function actually
includes the two functions mentioned above, for which it constitutes the
framework. The leading role played by the United States in the postwar

47

period allowed the birth of a world economy which could not have come
about without some form of government. The fundamental reason for the
great Depression of the 1930’s was that Great Britain gave up directing
the world economy, in a situation in which the United States was not yet
ready to take on this task. The current failure of the Uruguay Round is a
worrying symptom of an international situation which seems increas-
ingly similar to that of the 1930’s. The GATT crisis is the product of that
structural, and increasingly serious, breakdown in the United States’
capacity to govern the international economy.

Inthe past, GATT negotiations were concluded successfully, because
the United States always supported them with concessions greater (on
average) than those offered by the other countries; furthermore the U.S.
was able to impose on GATT’s more developed partners a discipline in
keeping with its leading role. The Uruguay Round signals a turning-
point, in that for the first time the United States came asking for help,
rather than offering it; moreover it emerged clearly how difficult it was
for the U.S. to influence the behaviour of its more developed allies. The
restof the world as a whole was not able to compensate for the diminution
of the United States’ traditional leading role; and no individual country,
including Japan and the EEC, is presently able to take on the role formerly
assumed by the United States.

The situation is aggravated by the fact that GATT, in order to
strengthen itself, now requires to exercise greater control over the world
economy than in the past, when free-trade measures were essentially
adequate. The Uruguay Round began to negotiate agricultural problems
and the liberalization of services, both of which are highly regulated and
protected sectors. Similar conclusions may be drawn from the necessity
of opening GATT to the ex-communist countries, for which a simple free-
trade approach is not adequate.

Thus there is a growing demand for government on a world level,
while at the same time there is an increasingly serious breakdown in the
leadership capacity of the country which provided it in the past. Thus the
need for a new international order is of the greatest urgency.

The development of Europe.

Inthe 1970’s, Europe was hindered by its own division from support-
ing the United States in assuming the equal share of world level respon-
sibilities which were its due. In the 1980’s, the progressive realization of
the pre-federal European Union allowed Europe toplay a stabilizingrole,
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but not yet an innovative role.

The overcoming of the division of Europe, with the prospect of
Monetary Union and European Union, offers the EEC the possibility of
becoming a driving force in modifying the international economic order.

The reconversion of the economies of the East requires massive
investment, which only the EEC is able to offer; in this way the possibility
exists of a long cycle of development based on the complementary rela-
tionship between Eastern and Western Europe.

This prospect is, in reality, only valid in the long term; it will take at
least a decade to reconstruct the very basis of the economy, which has
been devastated in the countries of the East by the tragic experience of na-
tional communism. The same is true for the amount of time necessary to
stabilize the systems of the East, and for reassuring western investors
about the risks of possible new crises.

In the short term however there may be strong economic expansion
in the EEC, which could blend into the medium and long term prospects
offered by the integration of the East European economies.

In the 1980’s, the pre-federal European Union did not in fact lead to
greater development (which was potentially attainable) because the
economy was squeezed by the shortage of labour. This was particularly
true for Germany. In the 1980’s West Germany deliberately pursued the
policy of a restricted growth rate, slowing down the development of the
entire continent, so as to avoid the necessity of massive immigration.
With a negative demographic factor, the German labour force shrank
during the 1980’s; sustained economic growth would inevitably have
meant the immigration of millions of workers from developing countries.
German reunification has reversed that situation. Today Germany no
longer faces a shortage of local workers, but rather the necessity of
providing work for eight to ten million unemployed or pseudo-employed
people, which need to be brought to productivity levels and hence income
levels approaching those of the western regions. Already Germany is des-
tined soon to act as a driving force in European economic development,
guiding all European countries in the same direction. This scenario is all
the more likely to take place, because some European countries suffer
from the problem of unemployment and yet have not been able to embark
on expansionist policies because of the constraint of European economic
and monetary discipline.

Inthe 1990’s, Germany will presumably adopt a policy similar to that
applied in the United States by the Reagan administration in the 1980s,
and based on a mixture of fiscal incentives and restrictive monetary
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policy, to guarantee growth without inflation. This policy is coherent
with the objective of the European Monetary Union; it will make
Germany a net importing country and the epicentre of European deve-
lopment. The growing role which Europe will play on the world level as
principal financial centre (once it has attained monetary unity) will
makeiteven easier to pursue these objectives. In structural terms Europe
will attract capital from all over the world, and acquire a growing capacity
to recycle it in the form of productive long term investments.

Europe and the new world economic order.

In the context that is emerging today, Europe has both the possibility
and the responsibility to sustain growth in a new world economic order.
As outlined above in an evolutionary view and not taking into considera-
tion protectionist regressions, there are two fundamental alternative
scenarios.

The first alternative is that of moving towards the construction of a
single world market. To this end, Europe should promote a new Bretton
Woods conference and a renegotiation of GATT. The problem is the
creation of new supranational institutions capable of governing eco-
nomic problems in an increasingly unitary and democratic way. This
could lead to a European initiative for the strengthening of the UN
through democratization and the extension of its competences and
powers.

Faced with this possibility, the problem to be clarified is whether
Europe — or any other state — currently has the authority to support
initiatives of this importance; alternatively we have to ask ourselves
whether the convergence among the principal countries of the world is
already so deep as to constitute a power base for the strengthening of the
process of unification at the world level.

A second alternative is the construction of a new multipolar interna-
tional economic order, based on co-operation between regulated areas
which would be partly closed to international competition. To this end,
Europe would have to take on specific responsibilities with respect to its
closest neighbours, integrating them more and more into its own econ-
omy, and keeping itself open to international co-operation.

Any consideration of these two alternative scenarios should include
an assessment of the forces which favour one or the other, initially in the
old continent, since it can be used to guide the development of interna-
tional relations.
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There are certain considerations which make it reasonable to predict
that Europe will tend towards the second scenario, thus contributing
decisively to guiding the other principal economic areas at world level in
the same direction. 7

First, there are considerations of a historical nature. Europe is in the
process of unification, and therefore needs to create closer links between
the countries of the Community. Any rapid evolution towards the globali-
zation of the world economy would have a disintegrative impact on the
Community, or at least an influence unfavourable to unification. Raison
d’Etatwill spur the Community to take action to strengthen itself, and the
same is true for countries which have an interest in strengthening the
Community. To be more specific, it is foreseeable that Great Britain will
support the choice of economic globalization at world level, while the six
founder-members of the Community will support a multipolar coopera-
tive world order.

The United States itself, once it had begun its federal union, was
initially compelled to opt for protectionism, and not only for economic
motives. The US War of Secession has its roots here.

This does not mean that Europe will follow a protectionist policy. One
need simply ask whether European unification will make it more likely
that the Community emerges as a regulated area which is not entirely
open to the world market.

Secondly, there are considerations connected to the EEC’s opening
up to the countries of Eastern Europe. It is realistic to foresee that the
Community will welcome as associate members Poland, Czechoslovakia
and Hungary; the number of regions can be increased further.

The association of these countries has the greatest importance not
only from a political and economic point of view, but also from the point
of view of European security, in that their association would be intended
to add to the stability of international and interregional relations and to the
reduction of the destabilizing impact of micro-nationalisms.

It is reasonable therefore that the Community should accept the
membership of these countries, even if there are doubts as to the
lawfulness of this on the basis of GATT regulations. The latter are more
likely to be modified than are the aims and intentions of the Community.
It has not escaped general notice that developments in the Community
show a powerful tendency towards the creation of a regulated area, one
which would be partly closed to the world market. If the aim is for these
countries to be able to export within the EEC, it will be necessary, at least
for a long transitional period, to block exports (for example) from the
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South-East Asian countries. It is realistic to anticipate that Taiwan will
remain more competitive than Poland for a long time.

Thirdly, there is the problem of emigration. If Europe wants to avoid
being invaded by poverty-stricken millions, it will have to support the
development of neighbouring countries, primarily those of Eastern
Europe and North Africa. The concession of privileges to these countries
will inflict damage on the countries of South America and Asia, which
will inevitably be discriminated against. Europe will however be unable
to discriminating against the countries of the Third World in favour of its
own neighbours. The recent tragic events involving the Albanian refu-
gees in Italy have demonstrated how the establishment of privileged re-
lations with these areas is inevitable and beyond any moral judgement.

The extension of these special relations to neighbouring countries, in
anincreasingly co-ordinated fashion, will make Europe a more and more
regulated area. Nor is it thinkable for Europe to extend such special
relations indiscriminately to all Third World countries; and it is hard to
imagine that Europe will succeed in ensuring that corresponding meas-
ures be adopted in the short term by all industrialized areas of the world
that can constitute possible outlets for migratory flows.

Fourthly, there is the agricultural problem. To liberalize agriculture
raises the issue of the loss of an exceedingly high number of jobs in
Europe and the lost value of enormous areas of agricultural land which
would have to be abandoned. This is true even if the problems relating to
the balance of payments, which could be more easily managed, are not
taken into consideration.

Finally and fundamentally, there is the social problem. Europe will
want to defend the rights its workers have acquired and will be opposed
to any reduction in their salaries. This implies a partial closure to inter-
national trade, particularly with respect to Third World countries.

The experience of the United States provides significant insight in this
context: when European firms came up against their Japanese competi-
tors in the US market, where neither of the two contenders could take
advantage of factors connected to market control, the European enter-
prises were the losers. This indicates that there is a discrepancy on the
level of economic systems, rather than at the level of individual compa-
nies.

The United States Labor Department provides statistics on bands of
workers, in particular identifying the group of “non-supervisory work-
ers.” These are less qualified workers, who do not exercise any com-
manding role in the production process; they represent about two-thirds
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of the United States workforce. From 1973-1990 the U.S. economy grew
in real terms by 30 per cent; in the same period the real wages of these
workers fell by 12 per cent. This phenomenon is explained by the fact that
these workers found themselves exposed to competition with Third
World workers to a greater extent than any other American economic
group. In the United States there is a social system capable of absorbing
tensions of this nature; it is legitimate to doubt that the European social
system is prepared to expose its own workers to wages competition from
the Third World.

These last considerations reveal a very broad band of agreement
which supports the reinforcement of Europe as a regulated area that is
not totally exposed to the forces of international competition.

A gradual transition to the world market.

These considerations, however approximative they may be, support
the prediction that Europe will start to take on the aspect of a regulated
area, favouring the birth of a new, multipolar, international economic
order which is based on co-operation between areas that are partly closed
to competition.

This process can be conceived of as the construction by stages of areal
integrated world economy.

Prudence could be used as an argument in favour of this choice: for
fear that a strategy of globalization implemented immediately would be
too ambitious, for wherever it failed, it would inevitably encourage dan-
gerous protectionist reversals.

The creation of regulated areas can, on the other hand, take on the
value of an evolutionary strategy, which is capable of preparing the
conditions for subsequent progress towards the single world market.

The significance and impact of such regulated areas will depend,
obviously, on the precise characteristics which they have. The European
case is emblematic in this sense. The realization of Monetary Union and
European Union can underpin the birth of a regulated European area
which will be more open to international co-operation than the Commu-
nity is today. Co-operation between regulated areas itself poses institu-
tional problems of the greatest importance: how democratically these are
solved will depend on how democratic the institutional solutions adopted
atthe level of the individual regulated area are. This point has the greatest
importance in that the institutional solution given to the co-operation
between areas is capable of directly influencing subsequent develop-
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ments towards the single world market.

Europe has indicated to the world, with its own community decisions,
the way to overcome a history of division. With the fruition of the
institutional choices of Monetary Union and European Union, Europe
will be able to give the world a model of international democracy that is
valid for other areas and for the world as a whole. This is the long term
process which will, on occasion, have to be supported by precise choices
that exert an evolutionary influence on the forces in the field.
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Notes

REALISM, OPPORTUNISM
AND INNOVATIVE THINKING

The person who chooses not to be a passive spectator but to have an
activerole in the historical, political, and social events he or she witnesses
(in other words, the person who has chosen to be politically active in order
to affirm certain values) generally assumes two attitudes. The first is the
typical position of the historian (as defined by Carr), who chooses and
converts into historical facts the many events which he observes, inter-
prets them and, on the basis of generalizations, provides guidelines for
action. In doing all this (as Carr, once again, says about the historian) he
is neither the humble slave nor the tyrannic master of the facts: rather,
there is arelationship of mutual exchange between him and the facts. The
two functions which are active within this attitude, therefore, are judge-
ment and prediction, where prediction does not relate to specific events
but to general processes and is indeed based on generalizations.

The second attitude, which distinguishes the politically active person
from the historian, is linked to the fact that the former does not want
merely to seek knowledge and find indications for action, but intends to
act, and thus affect reality, and accordingly performs a third function on
this reality: he attempts to contribute to changes which are based on his
value choices and can be achieved only through his will and action. In
other words, he has expectations, and he can have them because he does
not restrict himself to considering only events which have already
occurred and whose potential has already become apparent, but instead
extends his field of view to events which are still in progress and are open
to various solutions —events which are consequently subject to interpre-
tation, but are all the more “waiting” for a development which depends
on the unfolding actions of certain protagonists.

This does not mean that one should renounce the category of the
historical process, which through the criteria of historical materialism
and raison d’Etat, allows us to perceive, in historical evolution, the
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elements which condition the choices of states and individuals. But
historical process indicates history’s direction of progress, along which
there may appear chances which are lost, as well as reversals of trends,
or obstacles whose overcoming depends essentially on a person’s will
and on the forcefulness with which that will is able to express itself.
Basically, the historical process is one of the elements which prepares
historical occasions, but it requires those political actions, based on
reason and morality, which are the only ones that allow history to ad-
vance.

* % ¥

In the fast-paced and turbulent times in which we live, events are
chasing one another convulsively: those who feel their interests to be
threatened are becoming stronger; the specters of a past which was
thought to be dead and buried (nationalism) oppose the need to build the
future on new foundations (solidarity and unity among peoples); great
changes and tragic choices are at stake, as it is increasingly difficult to
interpret, predict and act. The extreme acceleration of events creates the
feeling that their course is driven by an overwhelming logic of its own and
that there is little room left for those who would like to have an active role.
The risk in this situation, in other words, is a feeling of paralysis regard-
ing judgement and action, the abandonment of rationality and consis-
tency for fear of being overtaken or contradicted by reality.

This fear is certainly not groundless. For example, the federalists’
stands regarding the problem of German reunification or the acknowl-
edgment of the independence of the Baltic states (which also appeared in
this publication) were aimed in a direction which differed from, or was
opposite to, what actually happened. But what conclusions should we
draw from this? Should we opt for silence, caution and compromise? The
answer to these questions is important, since it is indeed in times which
are both tragic and creative that, through the ability to express clear and
consistent judgements, a revolutionary force can play an indispensable
role: the role of unambiguously indicating the path to be followed.

The period in which we are living is indeed both tragic and creative,
since on the one hand it may be possible to take a step forward towards
the goal for which the federalists strive (universal peace) by creating the
European Federation, and on the other hand there is the risk that an almost
fifty-year-old struggle might be thwarted for a long time to come, if the
principle of nationalistic fragmentation prevails over the principle of
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union between peoples.

Therefore, the attempt to clarify which criteria should guide a revo-
lutionary vanguard in the interpretation and assessment of events in their
early stages is not merely a methodological need butarequirement which
puts at stake that vanguard’s history, its role and its identity.

%k %k 3k

In general, three attitudes may be considered with regard to events in
their early stages. The first one may be defined as opportunistic and
consists of not assuming any stance or of assuming cautious wait-and-see
attitudes in order to avoid being contradicted by subsequent events.
Clearly, in some instances it is useful to wait for certain ongoing
processes to evolve in order to give an evaluation which is sounder be-
cause it is better-informed. But those who adopt this opportunistic
attitude know a priori that they will judge the outcome of the events
positively, since their basic choice is to accept reality, not to change it.

The second attitude is the so-called realistic or pragmatic one. It is
peculiar to power-managers, who as such must be very cautious not to
arrive late for their appointment with the winners in order to avoid losing
influence and prestige and, as aresult, power. The attitude of the U.S. Ad-
ministration regarding developments in the ex-Soviet Union after the
Augustcoupis aclearexample: the unconditional support for Gorbachev
and his policy (of maintaining the union between the Republics) became
progressively less unconditional until an overture to Yeltsin was made
and breakup, i.e. the creation of new sovereign states, was accepted de
facto.

Another clear example is the position of European governments
regarding the fragmentation process in Yugoslavia. Although they are, on
the one hand, slaves of the concept of the self-determination of nations
(which they have stated several times and which they donot wish to deny)
on the other hand the so-called realism of those governments which
support a certain type of evolution in progress just because it is in prog-
ress, and because a certain solution seems to be gaining the upper hand,
is certainly playing an important role. This kind of attitude is entirely
exploitative, as is perfectly evident if one considers the contradiction
which affects the European states: on the one hand they are relinquishing
(with some trouble) ever larger portions of their sovereignty in order to
proceed towards union; and on the other, they are supporting the birth of
new sovereignties which produce fragmentation.

B
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The difference between the opportunistic and realistic attitudes con-
sists of the fact that the latter is self-aware and is the outcome of a choice
based on the game rules of those who seek consensus for the sake of their
power struggle; while the former is less evident, since it is often cloaked
in realism but actually merely conceals the fear that events might take a
course which has been previously criticized and opposed. Such fear can
only be ascribed to matters of “public image” rather than to issues of con-
sistency and credibility.

Neither self-aware, nor opportunistic, realism are acceptable for a
revolutionary Movement. This does not mean that a purely “idealistic”
attitude should be chosen, regardless of reality; if one wants to affect
reality, than reality must obviously be taken into account. But realism
must first be applied to action and strategic choices, because neglect of
reality is equivalent to falling into the trap of fanciful speculation, and
secondly it must relate not to positions which appear to be “winning,” but
to those that have already won. In fact, if a certain situation is still “open”
and unfolding, the attitude that is adopted in relation to it is not irrelevant
to the final outcome.

Thus, the difference between those who seek to manage a given
reality and acquire power for this purpose, and those who seek to change
the world, that is to say to permanently introduce new values, consists in
the ability to assume the third attitude: the revolutionary one. This
attitude requires evaluating events in terms of their convergence or
divergence with respect to the values that one wishes to assert.

In view of the events occurring in Eastern Europe and in the ex-Soviet
Union, the federalist revolutionary vanguard cannot limit itself to taking
note of them, but must condemn choices which lead to fragmentation
based on nationalistic claims, and support choices which will lead
towards Union on a federal basis. And if fragmentation wins, the
federalist vanguard must contribute to rebuilding what has been de-
stroyed, fully aware that, since it has not come to terms with reality, its
identity will remain intact and will remain the reference point for all those
who will want to take further steps towards union and solidarity between
all men and women.

Nicoletta Mosconi
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THE WORLD COMMUNITY
AFTER THE COLLAPSE OF THE SOVIET UNION

1. Two opposite tendencies are simultaneously appearing in the
sphere of international relations: the action of unifying forces exists
alongside movements towards the disintegration of links between coun-
tries and communities.

The events of recent months have shown the strengthening of inter-
national organizations, both international ones such as the United Na-
tions and certain regional ones (in the Atlantic and European area, not
only the EEC but also NATO and the CSCE). On the other hand, the most
recent events testify to the acceleration of the breakup of certain political
blocs in ex-Communist Eastern Europe.

Signs of unity come from a variety of sources. From the UN building,
where the role of the general secretary has begun to acquire importance
— certainly more than in the past — due to his initiatives to resolve
tension between nations. From Washington, where a large number of
countries within a framework of multilateral initiatives have undertaken
to aid the economy of Russia and the other ex-Soviet republics. From
Brussels, where NATO has acquired a new instrument, the Co-operation
Council, which is open to the old enemies of Central and Eastern Europe.
From Prague, where the member states of the CSCE have established the
important principle of “unanimity less one” as a decision making rule.
This has taken the first step towards overcoming the “right of non-
interference” and limiting the “right of veto” of CSCE members. And
finally from Maastricht, where the European Community has undertaken
decisive progress towards political unity, with the double decision of
creating a single currency and a common policy on foreign affairs.

However it is the other side of the coin that startling events are
highlighting. The Soviet Union has ceased to exist as alegal international
entity and in its place, behind the facade of a Commonwealth, which up
until now has been devoid of a similar legal identity, new sovereign states
have appeared. The other East European federation, Yugoslavia, has not
survived the most recent events. There has been the institutional crisis
between the republics, the secession of the Croats and the Slovenes, the
civil war between Belgrade and the secessionist republics, and the
proclamation of independence by Bosnia-Herzegovina and Macedonia.
Even the unity of Czechoslovakia, the third Eastern European federation,
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is in the balance. Relations between Prague and Bratislava have been
marked by a high level of institutional conflict, even if they have not yet
come to separation, and may not do so ever in the future.

We should ask ourselves whether these events — seemingly manifes-
tations of opposite political tendencies — do not in fact have certain
common roots, which once identified could allow a more comprehensive
and coherent interpretation of what is taking place in the world today.

2. The simultaneous confirmation of both integration and disintegra-
tion as basic tendencies in world affairs, points to the beginning of anew,
more complex phase of world history. It could be argued that these new
events mark the true beginning of a supra-national period of history. Until
the present time, the need for a world government came from doubts or
dangers that remained to a greater or lesser extent distant. However this
need has now received decisive confirmation from historical events. The
fall of the Soviet Union and the end of polarized world affairs has given
rise to the definitive beginning of a new era in which all problems are
global, but in which we lack the tools to resolve them. The nucleus of
“world government” represented by the joint management by the Ameri-
cans and Soviets of problems and crises (attempted by Gorbachev with
Reagan and then Bush) has fallen apart. The struggle to strengthen the UN
has become extremely relevant. Onits success hangs the fate of events for
the next few years, of the advance of civilization or the break-up of
humanity.

With the end of the polarized world, the control of world events is only
possible through a decisive reinforcement of the power of world supra-
national organizations, and in particular the United Nations. The risks
that can ensue from the death of the USSR are at least as great as the
possible advantages that can be gained from the decline of communism
as a totalitarian power system, and the ending of the international class
struggle as the foreign policy of the Communist states. In the following
months we may witness the phenomenon of nuclear proliferation, and the
exportation of highly dangerous arms and military technology to irre-
sponsible regimes. We may see local wars and other signs of instability
both in Europe and in Asia. The news is already full of these events. The
breakup of the Soviet Union and the fall of communism have, without
doubt, also added to the North-South conflict. Nobody however is in a
position to say whether Socialist governments in the Third World will be
replaced by pluralistic democracy, as is the hope, or whether they will
give rise to political systems of a different type, characterized by strong



ethnic and religious intolerance and aggressiveness. If the problem of the
world’s economic imbalances should break out into violent demands, we
could have a world civil war on our hands.

3. What caused the breakup of the USSR and what has overturned the
geography of Eastern Europe? Moreover we should ask ourselves why
the new generation of pro-democracy Eastern European politicians and
intellectuals has not taken to heart the economic concepts that are now
generally currentin the West? (Thatis, that the increase or at the very least
the maintenance of the size of geographic groupings is a pre-condition for
economic growth.) Why, on the other hand, in the ex-Soviet Union and
the entire Socialist bloc, have political forces and schools of thought
arisen which hold that the improvement of the economy is linked to the
break up of previously unified areas?

The answer is only partly linked to concepts of the contrast between
international communism, and democratic nationalism, of the nineteenth
century variety. In reality something more complex has happened. To
understand what, we should compare the experience of Western Euro-
pean reconstruction during the fifties with the events of recent months.

In the first postwar decade, the national states of Western Europe,
devastated by war, had to begin mutual integration in order to start
economic reconstruction. The choice of integration was also due to
economiic restrictions, since the national states of Europe did not have
direct access to the world market. For example let us think of a small
European country such as Belgium or Holland; at that time, without the
nearby markets of France or Germany, they would not have had a future.
Their companies could not have been managed easily, either their
financing, or the distribution of their products to the distant American
markets, not to mention Japan, the “Asian tigers” or other world markets
which are now emerging. The same restriction was true even for the larger
European states such as France, Germany and Italy, and, as history has
shown, this was the case even for Great Britain which had the Common-
wealth to trade with. In the forties and fifties a real world market was
lacking. International economies were not as integrated as they are today.
Only those countries which associated with their neighbours, thereby
creating an “internal market” on a continental scale, could assure them-
selves of a prosperous future.

To the eyes of Eastern Europeans who dreamed of leaving the
Socialist system, the world showed contained features in the late eighties
which had varying aspects.
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The process of deregulation, launched by Mrs Thatcher and President
Reagan, opened the financial and trade markets to the companies of the
whole world. Even today these two personalities have their most faithful
admirers in the East. The establishment of a common European market
has simply confirmed the creation of a world market. Indeed during the
eighties an integrated world capital market was created which among
other things allowed the United States to finance its internal growth from
abroad. The US in its turn was transformed into an important part of the
“domestic market” of Japan and industrialized Asia, which allowed these
countries to reach very high levels of growth.

What is indeed notable is the change in attitude of the great majority
of countries with respect to the globalization of the economy. Once
treated with disdain, multinational companies are nowadays courted by
countries as a source of direct investment and, consequently, as an
element of progress. The great international economic areas contend for
international capital by offering benefits and fiscal exemptions. The
integrated financial markets of America, Europe and Asia offered large
companies the financial means to provide services to their world clien-
tele, even in economic areas which were far from the original areas of
expansion.

It was no longer the size of internal economic areas, but rather the
access of single economies to the world market that defined the level of
economic well-being in the eighties. Some of the most severe cases of
economic crisis seen during this decade are exemplary : Mexico, Brazil,
Argentina, Nigeria and the Soviet Union itself. All of these countries
were large and had great resources but can be considered as having been
closed economies. Their huge territories however did not help them from
their slide towards economic decadence. On the other hand it was the
small industrial economies, which were forced to open up and carve out
niches in the world market, that offered the only examples of an exit from
underdevelopment: Taiwan, Singapore, Hong Kong, South Korea, and
Chile.

4. Atthe end of the eighties the world market had become the decisive
factor in economic development. It had also sent the great closed
continental economies into crisis.

The economists and politicians who were more receptive to the new
world situation certainly watched this development with great interest.
The dream of Poles, Czechoslovaks, Hungarians, citizens of the Baltic
nations, Slovenes and Bulgarians, as well as of Russians who had rejected
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Communist economics, was to combine the two phenomena which they
had witnessed in the eighties. That is, the return of Latin America to
democracy — just as essential to the East for the creation of a market
economy — and the growth of the “Asian tigers,” small flexible econo-
mies which had already established themselves solidly as trading partners
with Japan, America and Europe.

It was therefore no coincidence that as soon as Gorbachev had offered
the chance to reject socialism, an immediate opening up to the world
market was chosen (directly and without the mediation of regional
associations). After years of inadequate technology and declining indus-
trial plant, the East threw itself into the deep end of the world market, in
a desperate search for technology and investment. The anxiety to make
up for lost time has forced these countries to make a tremendous effort.
In a short period of time, prices have been floated to nearly world levels.
International commerce, once concentrated in the CMEA area, has been
redirected towards the Western countries, with great sacrifices as aresult.
Some countries have taken the quickest route to complete convertibility
of their currencies, i.e. without relying on a payments Union. Joint-
ventures and foreign investment have been greeted with great enthusi-
asm. Many nations have become members of international financial
organizations, in particular the International Monetary Fund and the
World Bank. The Easthas chosen the most direct and painful path in order
to enter immediately into the world market. It has turned its back on less
difficult ways for both ideological reasons and considerations of objec-
tive need. The lost ground was far greater than that of the Western
countries after the Second World War. Furthermore it should be noted
that their principal economic partner and competitor, East Germany, is
being integrated into the West at a great pace, thus forcing the other
nearby countries to proceed with equal rapidity.

The process of integration into the world market had to be completed
as soon as possible in order to reduce the most difficult part of transition
to a minimum, and to offer international investors favourable conditions
for industrial establishments and collaboration. Therefore another ele-
ment was needed: a clean break with the past, involving an economic,
political and if necessary territorial departure from all the old systems of
control that might slow down the passage from economic isolation to
integration with the world economy. For some of the more westernised
republics (e.g. the Baltic states and Northern Yugoslavia), this meant
secession. For others, however, it meant a struggle to leave CMEA and
the Warsaw Pact. Therefore, the beginning of the integration of East
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Germany, Poland, Czechoslovakia, Hungary, the Baltic states and North-
ern Yugoslavia into the world market during the 90’s meant the breakup
of CMEA, the Soviet Union and Yugoslavia.

5. A year after the firsts signs of the choice of radical reform in the
East, three new elements have made the situation even more complex.

The first was that the strategy of animmediate and direct entry into the
world economy was embraced by the new political protagonists. The
most important of these was Russia. The most convinced and coherent
was Bulgaria. After much hesitation and in dire economic straits, they
were followed by Rumania and Albania. Recentevents in Russia (e.g. the
liberalizing of prices at the beginning of 1992), have also forced the
Ukraine and other ex-Soviet republics to do the same, so starting the
process of opening up to the world market. It is extremely noteworthy that
it is post-Gorbachev Russia itself that wants to be free of the weakest
republics, which would slow her entry into the world market. In fact,
Moscow no longer wants to retain links with Central Asia and with the
trans-Caucasian regions. Bearing this in mind we can see why Russia
originally wanted a confederate agreement only with Belorussia and the
Ukraine, why she wants to join NATO in the medium term, and why she
wants to disengage militarily from the Armenian areas claimed by the
Azers. It was only the refusal of the Ukraine to participate in any form of
complex association with Russia that obliged Russia to put off its final
break with Central Asia and the trans-Caucasian regions.

The second element above all involves, but not exclusively, the
countries which have common borders with member states of the Euro-
pean Community. Here the desire to become part of the EEC has become
strong. On the 3rd October 1990, the workhorse of the old CMEA, East
Germany, in effect became part of the European Community. In Novem-
ber 1991, Czechoslovakia, Poland and Hungary signed special associa-
tion agreements with the EEC. The desire to tighten links with Brussels
has also arisen in the Baltic states, Slovenia, Croatia, Bulgaria, Rumania
and even in some of the ex-Soviet republics.

The third element has beert the final disintegration of the old forms of
co-operation. CMEA, the Warsaw Pact, the Soviet Union and Yugosla-
via have all disappeared.

6. Therefore we can see that the strategy of immediate entry into the
world market was undertaken with great single-mindedness. However
certain risk factors that could lead these states into a blindalley emerge



(that is, into isolation and economic under-development).

The world market is not yet organized on a rational, ordered, basis. It
still needs the legal guarantees, firm procedural regulations, and institu-
tional checks which work within markets which have already been
established. For example, the European Common Market allows compa-
nies to invest and establish relationships and alliances with a degree of
security. An example of lack of controls is the current conflict between
the EEC and its two major partners on the world scene, the United States
and Japan. This is based on two fundamental questions: free trade and
interest rates. There is the risk that unresolved problems between the
giants of the world market will be off-loaded onto the weakest links in the
chain, i.e. the new arrivals. The danger that the industrialized West will
use protectionism to harm the newly democratic countries of Central and
Eastern Europe in important sectors such as agriculture is particularly
worrying. The entry of the Ukraine into the world market in this sector,
for example, will upset the present balance.

The world market is not yet capable of mobilizing sufficientresources
for the development of all the economic areas that need capital. The
developing world is not the only competitor of Eastern Europe. Eastern
Europe also has to contend with such industrialized states as the USA, a
united Germany, and indeed Italy itself, all of which have their own
enormous internal financial imbalances. The scarcity of capital is becom-
ing one of the most important features of international economics. The
willingness of Western business to make directinvestments should not be
overrated. While Europe has begun to act, Japan and America have
shown a great deal of caution regarding buy-outs and joint-ventures.

Despite romantic and sentimental attitudes which often dominate
public opinion, a lot of companies, and as many governments, do not
consider that the economic and political disintegration of the East, which
was actively desired by those who wanted direct contact with the world
market, is a contribution to growth and stability at all. Conflict and
disorder, which are occurring at regular intervals, the confusion of roles,
and the conflict between legal systems are features of this process. All of
which, by adding to the risk, have encouraged the sense of disorientation
and even fear which investors have felt and which have subsequently kept
investments away. '

There is therefore the risk that the countries of Central and Eastern
Europe will have to face the problems of transition to a market economy
alone. They will not be able to benefit from the indispensable help of
international capital, while the old channels of trade relations inherited
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from CMEA are now obsolete. An unhappy outcome could paralyse for
years to come the whole of the Eastern bloc, with the exception of the old
DDR, Czechoslovakia, Poland and Hungary. These four countries in fact
donotenjoy privileged access to the world market. But, on the other hand,
they can count on integration into the EEC, particularly thanks to the
public and private efforts of German financial investors, who have a
geopolitical vested interest in stabilizing the eastern frontiers of their
country.

Because of these conditions, the probability that the economic situ-
ation will fall into a spin increases. These countries have made the best
and boldest choice in order to liberalize their economies. Despite this,
Western capital is not forthcoming, East European businesses are not
receiving Western orders and the whole economic crisis deepens, assum-
ing an increasingly worrying aspect.

At theroot of the decision to create immediate contact with the world
market was the possibly naive over-estimation of the West’s capacity to
help that was made by the new pro-democracy politicians. The West’s
propaganda had perhaps led them astray. It is enough to think of the
bewilderment of the secessionist Republics of the Soviet Union and
Yugoslavia when faced with the reticence and lack of support of the West
(afactthat continued until their secession was complete, and hence could
no longer be ignored). Their leaders thought that the West, especially
America, had the will and the means both to intervene militarily to defend
their territory and to invest in their reconstruction. Unfortunately, a
totally naive conception of the capacity of the West toreact had prevailed
over a realistic assessment of how the world market works.

7. The integration of these new economies into the world market is an
important objective. As such it should be pursued by the world commu-
nity, and particularly by the West and the European Community (which
is preparing to become a union). Here we can pose the not very simple
question of what exactly the world community can do in a world which
is no longer bipolar.

The first priority is to distinguish short, medium and long term
objectives. Paradoxically, it is easier to say what should be done in the
long term with regard to the problems associated with the fall of the Soviet
Union. It is relatively simple to lay down the guide-lines which at the
beginning of the next century would allow us to resolve once and for all
the instability of these recent months.

Taking these problems as a whole, Europe’s resources are not suffi-



cient to stabilize the old Eastern bloc in the long term, let alone the even
more troubled developing countries. Therefore this objective needs to be
supported by all the countries in the world which produce resources. To
this end the UN needs to increase its powers, and the means to manage
economic issues need to be created. Safeguards also need to be created in
the world market, by imposing international rules on investment and the
functioning of the free market. Stable exchange rates should be created
as well as a new stable monetary system. The resources of a wide range
of countries should be gathered together to finance investment aimed at
key sectors, such as energy and the environment. The strengthening of the
UN would, furthermore, avoid the spreading of war, instability, and
general disorder in the post-Communist and developing world.

In the middle term, that s this decade, the European Community must
consider all the Central and Eastern European countries from the point of
view of their progressive integration, first by making agreements of
special association which should be followed by adhesion agreements.
Assistance should also be provided, not only to Russia, but to all the other
ex-Soviet Republics, using the Community tool of commercial associa-
tion.

Tt would be completely unsatisfactory if the Community decided only
to help the more advanced Central and Eastern European countries, and
ignored the poorer areas, especially the Balkans. The recent Serbo-Croat
war shows that peace throughout Europe may depend on the future of this
region. In our interdependent world Europeans cannot apply the reason-
ing “hic sunt leones,” especially with reference to areas which are so
close.

It would furthermore be dangerous to reduce the ex-USSR to an
exclusively European country. Russia is an inextricable mix of Asiaand
Europe: it cannot be abandoned by Europe, nor must it abandon Asia. For
this reason we should not accept the concept of a Europe “from the
Atlantic to the Urals.” Rather we should look towards the formation of a
great common Eurasian market, a “Greater Europe” which binds con-
sciences and creates solidarity from the Atlantic to the Pacific.

In the short-term, i.e. from the mid nineties onwards, the world
community will have to be flexible and imaginative. All the old and new
political groupings, such as the International Monetary Fund, the World
Bank, the BERD, the CSCE, the Council of Europe, and the NATO
council of co-operation will have to take partin international and regional
institutions. Each of these institutions will have to offer a permanent
political forum. The interaction between differing points of view will be
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continuous and intense, and will have to be based on mutual trust.
Communication between national capitals will have to increase and
become more continuous.

For its part, the European Community will have to enlarge its borders
to include Czechoslovakia, Poland and Hungary within the next few
months. It must also initiate special association agreements with those
countries that satisfy the indispensable political prerequisites. The
Community will furthermore have to face problems regarding its own
resources and its right to apply direct taxation. Without adequate finan-
cial backing the EEC will only be able to express good intentions. This
is a problem which must not be underestimated. The reinforcing of the
Community’s institutions and its transformation into a Union — even
tighter than the one envisaged at Maastricht — are indispensable if
Europe is to fulfil its role in the world.

8.In this essay [ have tried to show that the disintegration phenomena
of countries has become more acute because it was incubated for a
number of years. This is due to the need — felt by all the countries which
have rejected the Socialist system — to open up economic systems and
to enter the world market. This need must be viewed positively and
encouraged. However it should not be confused with those tendencies
which destroy solidarity between different peoples.

It is Europe’s duty to ask the states and peoples of Central Europe to
follow the road which leads to integration with more determination. The
fall of the Communist regime in Moscow and the choice of pluralistic
democracy, free markets and free world trade by many countries has
changed world aims. The option of “every country for itself” no longer
seems justified and is objectively incompatible with the desire to become
part of the world economy.

The ruling elites of some countries are trying to make a change.
Poland, Czechoslovakia and Hungary, which were the first to introduce
economic reforms, have signed agreements to move progressively to-
wards free trade and to co-operate between themselves at periodic
consultations with other governments. It is only natural that these three
countries, like others that will sign special association agreements with
the EEC and which want to enter the EEC itself, should recognize the
common interests that tie them together. This is also the case for
negotiations with the European Commission. A “Council of Associa-
tion” could be created, establishing a basis for political and economic co-
ordination between countries, like themselves, that will have to face the
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grave problems involved in joining the EEC.

Not all the countries in Eastern Europe will enter the European
Community. This, However, does not mean that they do not have
interests, both economic and defensive, that will lead them towards some
type of integration. Many new republics that are now arising from the
ruins of the ex-USSR and Yugoslavia, together with many that were once
satellites of the USSR, will still have to learn to recognize their mutual
interdependence. This interdependence had previously found expression
in certain ways, even before the Soviets expanded their influence over
Europe and Asia.

The necessity for dialogue between peoples that were once united and
which are currently divided, is based on the very same conditions of
objective interdependence, and common problems which will probably
re-emerge in the future. However, these conditions will prevail only if
Western economies and international institutions provide incentives for
unification. Initially, it will probably be necessary to think of a system
which involves preferential intervention for those countries capable of
drafting co-ordinated plans for reconstruction. The use of sanctions
cannot be excluded in the case of those states which, in such delicate areas
as nuclear, chemical or biological weapons proliferation, threaten world
security by violating international agreements.

It is not easy to predict whether the political and commercial links
which have dissolved over recent months will be rebuilt with the same
criteria as in the past.

However, it is also rather unlikely that countries will continue for
years on end to reject any form of stable co-operation and other more
structured forms of integration. There is no doubt that the very same
peoples that have followed the path towards world integration and
regional disintegration will also have to decide what these new forms of
pluralistic and democratic co-operation, based on a free market, will be.
It is also clear that Western Europeans have a duty to send a clear
message: that the indispensable condition for full entry into the world
economy by Eastern European countries is their movement towards
integration.

Francesco Mazzaferro
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Thirty Years Ago

A DRAFT MANIFESTO
FOR EUROPEAN FEDERALISM*

Introduction.

Federalism as a cultural and political experience seems to have little
importance, remaining substantially marginal to contemporary life. The
fieldis held by the old political ideologies: liberalism, democracy, social-
ism and communism. However, the course of history has now reached the
stage of the social unification of the human race, which cannot be
interpreted and dominated by the old ideologies, that, as a result, have
gone into total crisis. Federalism is precisely that new instrument of
thought and action which increasingly coincides with the historical
process, thus permitting it to be understood and controlled.

In fact, from a political point of view, federalism, in other words the
federal state, represents the last great discovery of forms of democratic
government. Direct democracy was the democratic government of peo-
ple within the boundaries of a city, and did not create any division of
powers to guarantee freedom. Representative democracy was the govern-
ment of people belonging to a nation, and achieved a formal division
between legislature, executive and judiciary. The federal system corre-

* This document was written by Mario Albertini as a contribution to the debate (begun
at the supranational MFE Congress, held at Lyons in February 1962) on the nature of the
organization, the struggle of the Movement and instruments of action. The Draft Manifesto
was proposed as an alternative to the Draft Charter, which was inspired by the thinking of
Alexandre Marc and drawn up by the “Charter Commission.” The Draft Manifesto
constituted the theoretical and practical basis for the life of the MFE for many years
afterwards and, despite changes in perspective, analysis and action resulting from
historico-political developments, it remains today, in many aspects, a valid instrument for
reflecting on the identity and role of the federalist avant-garde.
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sponds to an even greater widening of the scope of democratic govern-
ment: it is the government of people belonging to a supranational area,
and is able to encompass the whole world. It achieves substantial division
of powers, dividing sovereignty between the federal government and the
governments of member-states. More than anyone else, Alexander
Hamilton, one of the founders of the American federation, understood
and clearly illustrated the meaning of the new form of government.

But federal democracy cannot function stably unless it extends to the
whole world, since its substantial division of powers and democratic
structure tend inevitably to collapse under the impact of international
violence. The federal democracy which has established itself in more
limited areas than that of the world, can only survive precariously in those
countries that can be considered political islands. These countries are
minimally exposed to changes in the world balance of power, and
therefore do not need to maintain a permanent military and diplomatic
commitment and abide by the rules of power politics in the international
arena. But when the world balance of power begins to assertitself on these
countries, their condition as “political islands” disappears: they have to
take on all the military, diplomatic, economic and other commitments in
the international field that their power implies. This weakens and tends
increasingly to destroy their fragile structure of federal democracy. This
has been, and is, the fate of the United States of America. The powerful
tendency towards unification of the human race, which characterizes the
phase of history we are living through today, increasingly nullifies all
those empty spaces which in the past allowed the existence of “political
islands.” The conditions which permitted federal democracy at less than
a world level are disappearing. The full and definitive achievement of
federal democracy, therefore, now means the elimination of war from the
world by the establishment of a World federation.

It is for this reason that federalism now coincides with the course of
history, with its powerful impulse towards world unification. Or rather,
it seems to coincide with an extraordinary moment in the evolution of
mankind: the passage from prehistory to history, in other words the
abatement of the last major obstacle to the full expression of all mankind’s
innate capacities. As Kant indicated, the human condition comprises the
potential capacity for autonomy of thought and will; but it is only
potential, until man succeeds in removing the obstacles which impede its
full realization. Having won control, as far as possible, of natural calami-
ties, and having overcome, or being about to overcome, the plague of
poverty, man is now faced with the final obstacle which impedes the full
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expression of the human condition and which perpetuates man’s violence
against man: war.

Federalism overcomes the cause of war: the division of the world into
sovereign states. With the World federation, that final stronghold of
violence between men, war, will be eliminated: international anarchy will
be replaced by the rule of law between states. The World federation will,
as Kant taught us, open up a world in which man can consider other men
as ends in themselves and in which he can fully and autonomously
develop all the capacities that are within him. The World federation will
open the history of the human race.

1. The course of history, spurred by the evolution in relations of produc-
tion, has unified the peoples of the more advanced countries by breaking
down class barriers, and is about to break down the barriers between
countries and to unify the human race.

The immense and progressive revolution in the methods, and hence
the relations of production, founded on science and modern technology,
has had an enormous effect on the history of Europe and the entire human
race. The transformation of the organization of production from that of
craftsmen, using rudimentary means and limited to the highly restricted
market of a local economy, into the industrial model, using increasingly
powerful and sophisticated instruments and open to ever more distant
markets (from region, to nation, to continent, to the whole world), has
imposed a gradual revolution on human relations.

The evolution in relations of production has brought into contact and
integrated individuals who, in the previous organization of production,
lived at great distances from each other, and without contact among each
other. The interdependence of human actions is growing to an extent
never before seen in the history of the human race.

In the first phase of this historical course there was a great growth in
depth of the interdependence of human actions in the economic, social,
political, cultural, and other fields. This growth in the depth of interde-
pendence increasingly united people belonging to the same country,
tending to eliminate the divisions and conflicts of class. This was the
epoch in which the great European ideologies were born, which allowed
people to come to terms with the new reality they were experiencing, and
which reflected the profound changes in society. The values of freedom
and justice came into the collective consciousness with a greater power
than ever before. Liberalism and laissez-faire marked the liberation of the
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new social dynamism of the bourgeois class, created by the revolution in
the organization of production, which had broken the bonds and fetters
of the old oligarchic and fossilized society of the ancien régime. Democ-
racy showed the need to overturn the old principle of legitimacy based on
divine right: to establish the political participation of all those people who
were gradually being made aware of their active involvement in the
productive life of the country by the new relations of production.
Socialism marked the economic and social advance of the new proletar-
ian class which had emerged from the new economic organization.

The framework of the state, inherited from the past, was developing
its bureaucratic apparatus: as it did so, it gradually achieved the political
integration of all the human and material forces which had already been
socially unified by the relations of production. People represented this
political unity as the “nation,” an extended family linked by blood, race,
by je ne sais quoi: an ideology which allowed all economic, social,
military, cultural, scholastic and other activities to be psychologically
linked to power.

To the increase in national integration, however, there was a corre-
sponding international disintegration. State political power was forced,
by the international balance of power, to appropriate, in the interests of
strength, all the great new human and material energies (take for example
compulsory conscription) which had emerged within countries on the
social wave of interdependence. In this way state power swept away the
spontaneous regional nationalities and the pre-existing spontaneous
European supranationality, and presented itself, inrelation to other states,
as more powerful and more aggressive than before. Notonly, then, did the
old logic of the European system of states continue, as always ina delicate
balance between equilibrium and hegemony, and periodically shaken by
war, but that logic became much more violent precisely because of the
enormous empowerment of the states because of the national principle.

Before long the second stage in the course of contemporary history
was reached, which we are currently living to the full. Init can be seen the
growth in extension of the interdependence of human actions in the
economic, social, political, cultural, and other fields. This growth in
extension of interdependence is bringing people of different countries,
and all the people of the world, ever closer together, and tending to
eliminate divisions and wars between nations. Just as the first stage had
unified people in the more advanced countries within the area of the na-
tion-state, so the second stage of this historical process is now advancing
towards the unification of the human race. The various civilizations and
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continents are coming closer and closer together, and have already
reached a degree of interdependence which was previously unimagin-
able. This kind of interdependence is constantly increasing, constituting
a powerful force for social unification. The Third World, the world of
underdeveloped and ex-colonial countries, today faces the first stage of
social development, that of the elimination of divisions and conflict
between classes, but it faces it at the very moment when the more
advanced countries are experiencing supranational social unification.
Indeed, it can be said that the ex-colonial countries are now beginning the
first stage of development precisely because of the expansive power of
the society of more developed countries. And moreover, it is on the
interdependence in extension of human actions, which is to say on the
help of those who live in the more developed parts of the world, that the
ex-colonial peoples’ hopes of speedy and organic development are
largely based. The course of history is vigorously pushing mankind, inits
various degrees of development, towards unity.

2. The political division of peoples into nations, inherited from the past,
finds its last stronghold in the continental power of the US and the USSR,
which, facing each other all over the world, seek to keep the planet di-
vided into two opposing camps in order to maintain their supreme power,
and to put a brake on the process whereby political structures adjust to
the social unification of the human race.

The evolution of the material relations of production, by socially
integrating people across ever larger areas and increasing the material
instruments at people’s disposal, put ever greater strength into the hands
of the nation-states, and thus made the European political equilibrium,
based on the division of Europe into nations, increasingly dynamic.
When economic and social evolution reached the dimensions of the
nation-states and was already beginning to go beyond them, the strength
of these states became enormous: their centralization and authoritarian-
ism then had to be maximized in order to control the new dynamism that
was awakened and to stop economic and social forces escaping from their
territory. This was the tragic moment of Nazism and Fascism on the one
hand, and of international anarchy on the other. The nation-states were at
the apex of their centralizing drive, and the tensions and conflicts of
power were governed by the most complete international anarchy. The
result was the latest and most violent attempt to dominate the European
continent, that of Hitler.
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But the terrible world conflict which followed from this, at the same
time brought to a close the age-old history of the European political
system and of the predominance of Europe in the world. The evolution of
economic and social forces had by then gone beyond the dimensions of
the European countries and extended until it reached continental dimen-
sions. The end of the Second World War made this clear, showing the
nations of Europe weak and prostrate, and the world at the mercy of the
two continental superpowers, the US and the USSR. It was the end of the
European political equilibrium, and the beginning of a world political
order.

In the postwar period, economic, technological and social forces
really were transmitted across national barriers in Europe. The economic
reconstruction and expansion of the countries of Western Europe, and
above all of the Six, took place at a supranational level. The contradiction
between economic and social forces, and the national political structures
which still divided Europe, thus became very acute. The same contradic-
tion was visible, on the other hand, only in embryonic form, and thus to
a much more limited extent, for political bodies of continental dimen-
sions. A political structure of continental dimensions allows for the most
sophisticated forms of contemporary mass production, the most ad-
vanced use (if not to the extent of full capacity) of automation and nuclear
energy. In other words, a political structure of such dimensions succeeds
in controlling, within broad limits, the economic and social energies
which are so vigorously spurred, by the course of history, towards
supranational interdependence. This explains both the weakness of
European countries, and the strength of the United States and the Soviet
Union. And it is for this reason that the US and the USSR are successful
in forming the pillars of the world balance of power.

But this bipolar world balance, while on the one hand indirectly
signalling history’s tendency towards the social unification of mankind,
on the other hand opposes and slows down this tendency, by fossilizing
the political structures into which people are organized. The US and the
USSR confront each other all over the world in an extremely rigid
bipartite equilibrium. Every social, political or military development
which takes place in any part of the world, always means, to a greater or
lesser extent, the advance of one of the two superpowers and the
withdrawal of the other. Each superpower, therefore, must assemble all
the human and material resources at its disposal, all the potential to
influence it possesses in the world, in order to prevent the other from
dangerously shifting the balance of power. In this way, although the
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superpowers are becoming less and less successful in adequately holding
the whole of their world front line, they are nevertheless trying to divide
the world into two camps and to regiment and marshal all the material and
intellectual energies of the world into two blocs, while restricting and
denying the need for unity in the false solution of the UN. The unification
of the world is therefore conceived of as the victory of one of the two blocs
over the other. The ideological reflection of this bipolar equilibrium
manifests itself in the contrast between communism and democracy.
These ideologies correspond to the two different methods used to accom-
plish the first stage of the interdependence of human action in depth, but
have now been overtaken by the insistence of the monumental develop-
ments which are carrying society towards the unification of mankind.
More than anything else, the contrast between communism and democ-
racy now has the ideological function of masking, following the old
principles of the previous phase of history, the division of mankind
between the two supreme powers of the US and the USSR. And it is
precisely these two supreme powers, with their conservative impulse to-
wards maintaining the status quo and with theirumbrella of power, which
enable national structures to survive. This is the case even where, as in
Europe, such structures have already been overtaken by supranational
economic and social forces, and hence enormously weakened. Thus the
bilateral world balance of power between the US and the USSR, by
maintaining the division of the Earth into nations, puts a brake on the
process whereby political structures adjust to the social unification of the
human race.

3. Thus liberalism, democracy, socialism and communism are degener-
ating because they are not able to overcome the contradiction, by now
absolute in the more advanced countries, between justice and freedom,
on the one hand, and the division of humanity into nations, which is the
foundation of war, on the other. In contrast, federalism, which is the
means to establish peace in the world, gives people the capacity to
interpret and dominate the course of history and to maintain justice and
freedom through peace.

The nation-state, by suffocating the primary political communities
within the nation, has violently opposed and contradicted the values of
justice and peace in contemporary European history. These characteris-
tics had emerged forcefully by the first stage in the evolution of the
material relations of production, when there existed a tendency towards
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the elimination of class conflict. The traditional European ideologies,
intent on changing the internal social and political state structure, did not
realistically face up to the problem of achieving peace. Liberals and
democrats, socialists and communists, had all believed that the problem
of war would automatically be resolved by the changes they proposed in
internal state structures. This enabled them to dedicate themselves to such
changes, but meant that they did not realize how they themselves, prey to
nationalisticideology, were serving to exacerbate the tension of the inter-
national situation. For the sake of strength, the nation-state appropriated
to itself all the energies awakened by economic and social evolution; it
had to become ever more centralized, thus damaging, weakening, oreven
breaking down, the fragile social and political institutions necessary for
the achievement of justice and freedom. The people of Continental
Europe have already experienced the tragic contradiction between justice
and freedom on the one hand, and the continued existence of war on the
other.

Now that the evolution of material relations of production has reached
continental proportions and is already pushing towards the social unifi-
cation of the human race, the contradiction between the values of justice
and freedom, and political division, is being reproduced throughout the
entire world. Political division, based on the bipolar balance of power, is
pushing both governments and people (especially those of the two super-
powers which support the greatest weight of the world balance of power)
towards nationalism. The contradiction is by now absolute: justice and
freedom cannotbe achieved completely in only one part of the world. The
establishment of world peace is a fundamental prerequisite for their re-
alization. Justice and freedom concern all men and women and not simply
Americans, Russians or Europeans. Faced with this huge new problem,
the old European ideologies have no answer. Just as they had ended up
serving the nation-state in Europe, and becoming increasingly degenerate
in the process, such that they often had to contradict the very values of
which they are the standard-bearers, so today they serve the bipolar
political division of the world by covering it with an ideological veil.

These ideologies are now so completely degenerate as to be reduced
to hiding the absurd principle that holds that Americans, Russians (and
tomorrow the Europeans) are to be conceived of as so fundamentally dif-
ferent (by race, descent, or whatever else) from each other as for it to be
conceivable that they can justly be brought to destroy each other.

This is no different from the servile way in which these same
traditional ideologies were manipulated in Europe to hide the absurd
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principle that regarded the French, the Germans, the English and the
Italians as being fundamentally different from each other, and on the basis
of which Europeans destroyed each other. All the alternatives that were
offered in the past by the old ideologies are nowadays being replaced by
the choice between the division of humanity into nations, and federalism.
Federalism has, in fact, within itself the ideologically and functional
characteristics that will enable it to be the new means for understanding
the process of history which we are living through and for guiding people
towards the political unification of the human race. On the one hand, in
the federalist tradition (and above all in Kant), there is the clear con-
sciousness, which has become reality in this day and age, that people
cannot achieve their full human condition of freedom and self-determi-
nation until the rule of war is eliminated from the world by the political
unification of humanity. On the other hand (and it was above all Hamilton
who taught us this), the federalist tradition also contains the discovery of
the correct technique for setting up a supranational government by estab-
lishing peace in the world order; the method of government, in other
words, which is fit to give a political framework to the social unification
of the human race. Federalism, with its ultimate objective of creating
World federation, is therefore both the conceptual framework through
which people can consciously appreciate the historical process they are
experiencing, and the institutional instrument through which they can
dominate it. By choosing federalism the people (abandoning the false
trails of the old ideologies which are failing to uphold the very values they
stood for) will guarantee freedom and justice by founding them on the
solid base of the World federation.

4. In Western Europe the phenomenon of social unification beyond state
barriers is building up an immense supranational force against the
national powers and the dominant power of America. With the foundation
of the European federation, this force will be able to sweep away the
bilateral world balance of power and, for the first time in history,
overcome the nations within its own area, at the same time as unleashing
materially and ideologically the force of federalism throughout the
whole world.

In which part of the world are federalism and the course of history
about to meet? Not in the US, nor in the USSR, since they are tied to
nationalism by their pride that is derived from their superpower status;
nor in the Third World, which is now creating and consolidating nation-
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states; but in Europe, and particularly in Western Europe, where social
development has taken on a supranational character in contradiction to
the national political establishment. Since the end of the Second World
War, Germany, France and Italy no longer represent centres where
fundamental decisions are taken in international politics, nor the context
in which the independence and security of Germans, French and Italians
are defended. It has become unthinkable for French policy to run counter
to German policy and vice versa, or for Italy to play France off against
Germany. Itis America which guarantees the defence of Western Europe.
And in the European countries, power, which still serves to maintain
internal order, but not to defend the country and maintain its independ-
ence, is becoming detached from the control of citizens and the situation
is tending towards authoritarianism. The weakening of internal consen-
sus and the end of international influence are causing the eclipse of
national sovereignty.

Yet Europe is becoming rich. It had become poor compared to the
United States when the struggle between countries, and the control of the
economy for the purposes of military strength, had restricted production
in national markets. But after the war the convergence of countries under
American protection determined a de facto European unity, which
manifested itself institutionally only through confederal superstructures
(the so-called Communities) because, since the nation-states had held on
to absolute sovereignty, power and the struggle for power remained at the
national level. The current extent of unity has however provided a
sufficient political base for the liberalization of exchanges, which also
gives Europe (within the limits of this liberalization) a market of consid-
erable sizeable dimensions. Within this market the economy is develop-
ing rapidly, attributing a supranational character to many aspects of
social, economic, scientific and technical life. And these aspects are
being consolidated without difficulty because they have a solid founda-
tion in the ancient and spontaneous European supranationality of relig-
ion, culture, science and law, which was swept aside but not destroyed
during the last hundred years of nationalism.

This unity is very advanced. Having begun in the most industrial
sectors, it has now affected the most backward and protected sector, that
of agriculture, which raises issues of control and not simply free trade
measures. [tis becoming habitual in the fields of science and technology,
and in advertising and consumer attitudes. It is revealed in trade unions,
which feel the need for unity at a European level, even though without a
state framework they are unable to achieve more than the most moderate
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and precarious form of it. As a whole it has reinforced European society
tosuch anextentas to change economic relations radically, and to change,
at least partially, the balance of power between America and Europe,
giving rudimentary substance to the idea of recuperating on a European
scale the independence that was lost by the nation-states. In short, it has
given rise to a strong diffused Europeanism.

At the level of political cadres, the situation of power in Europe and
of actual European unity have generated organized Europeanism (Fed-
eralist movements and movements for European unity), and organizable
Europeanism. The former is constituted, at least partly, of those people
who have decided to concern themselves not with changing their own
national government, but with the struggle for a European federation. The
latter is constituted of those who wish to broaden the sphere of freedom
and justice in national societies, but are unable to do so because the levers
of change are European, not national. If they do not surrender to oppor-
tunism, and remain faithful to their values instead, these people can only
hope to find a political outlet in federalism.

Taken as a whole, these attitudes constitute an immense potential
force, which is partially expressed on the economic plane (where the
Europe of the Common Market has acquired worldwide influence), but
completely frustrated on the political plane (since Europe has remained
impotent in comparison to Russia and America in international politics
because of the lack of a European government). This supranational force
exerts pressure against the power of the nation-states and against Ameri-
can supremacy, which in turn combine to impede the evolution of the
supranational force, which can only become stable with the foundation of
the European federation.

If this force could express itself through a federal European govern-
ment, it would be sufficient to ensure that Europe constituted a third
effective centre in the world balance of power. The world would no longer
be an arena where two colossi, America and Russia, challenge each other
inapower struggle, the present consequences of which are to make every
point in the world an element of Russian or American security, to raise
military cost in all countries, and to embitter all international relations. A
third centre, sweeping aside the bilateral balance of power, would bring
about a universal reduction in tension and military costs, and would
reverse the course of world politics, by consolidating the universal
aspiration for detente and for an end to the arms race. In particular,
democratic unification with Eastern Europeans would be possible in a
federated Europe, which was no longer divided in two by America and
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Russia, and which was capable of its own defence. In the international
balance of power, socio-political factors would become more important,
to the advantage of politicians that favour civil progress throughout the
world, while militaristic and nationalistic elements would lose impor-
tance. Even the policy of the strongest states, America, Europe, and
Russia, by being obliged to concentrate more on socio-economic issues,
rather than on military ones, would end up having a fundamentally bene-
ficialinfluence on Latin America, Africa and the Orient, pushing the new
single-party democracies towards greater democratization, and commu-
nist experiments towards non-Stalinist forms. In short, the world’s
progress towards the completion of the nationalist, democratic and
socialist phase of history would be greatly speeded up, thereby creating
the conditions for World federation.

However, the European supranational social force would not express
itself only through government. Within Europe the impulse towards the
centralization of federal power that is produced by foreign policy would,
foralong time, be balanced by the centrifugal force of national traditions.
This federal tension, and the culture which would be released by the
superseding of nationalities (without their extinction), would give rise to
globalist attitudes, which could be opposed to the government and its
European limitations, and united with the similar attitudes which would
emerge throughout the world. At this point the final phase of the feder-
alist struggle would begin, the struggle for the world federal government.

5. The national governments of Western Europe are obliged to co-
operate on a European level for the sake of holding on to power. By
falsely presenting this collaboration as the construction of Europe,
they put a bridle on the supranational social force, keeping it divided,
impotent and lacking in consciousness.

Like any social force, the European supranational force — diffused
Europeanism — cannot achieve its objective without autonomous politi-
cal guidance, in other words withoutits own political avant-garde. As this
avant-garde has not yet fully developed because of the division of
organized Europeanism, diffused Europeanism is still completely under
the control of national governments, in other words of those political
forces which control and limit it. And under this control it remains
divided, because national forces can only organize the population except
separately, country by country; moreover itis impotent, because national
forces cannot go beyond confederal objectives, hence leaving power and
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the struggle for power at the national level; finally, it lacks consciousness,
because national forces form their power within countries and can only
modify, but not supplant the national level, and hence impose a division
of the world as a world of nations.

This does not depend simply on the people’s will, but on the structure
of the political struggle. Normal political changes, whether to the advan-
tage of workers, the entrepreneurial class, or various spiritual interests,
are exclusively national, even if their stimulus is supranational or
international, because the established framework within which it is
possible to function, and the established power which can be won or in-
fluenced, are national. For this reason, typical political intervention, and
the ordinary political process as a whole, only generate national re-
sponses, and contribute to the maintenance of power within the national
context, to the maintainance of the nation-state. This general political
stance is represented almost unanimously in the ruling class and in the
political class, which both see national government as depending on
them, and everything else as depending on others. After all, positions of
influence or power are national. To maintain them, or at least not to put
thematrisk, itis necessary to maintain the national context, to impose the
national culture, to continue to make people think that while every
political standpoint can be discussed and altered (liberal, democratic,
socialist, and even communist or fascist), there can be absolutely no
questioning whether it is a good idea to remain politically and juridically
German, French or Italian.

The fact that fundamental problems should alter the framework is not
enough to change the functioning of the national political system. The
governments of Europe, no longer able to defend themselves unaided, are
collaborating in the fields of defence and foreign policy by means of ad
hoc international organisms, such as NATO and the WEU. These
governments moreover, since they are no longer able to maintain eco-
nomic relations within their own borders, have abandoned traditional
protectionist policy and created ad hoc bodies for international collabo-
ration at various levels, from the International Monetary Fund to the
more circumscribed ECSC, EURATOM and the EEC. In this way they
effectively satisfy the need for European unity, as far as such unity is
compatible with simple collaboration between countries and with the

-maintenance of political division. But this is not enough to give an

effective solution to supranational problems, nor to keep the consent of
the people. For this reason governments try to deceive the people, to
make them believe that they are building Europe, that they are actively
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concerned with European unity, and that they are doing everything
possible for its advancement. To this end they falsely present collabora-
tion between countries as the process of the construction of real political
unity, and the achievements of the national policy of European collabo-
ration as evidence of progress in this construction, so as to appear to be
realizing unification.

But there is no doubt that after all these years there has been no
progress in the political field. The conflict between political parties, the
parties themselves, and political power are as national as they have al-
ways been. Social unification is very far advanced, as we have seen, and
is continually progressing. But the structure of political conflict has
remained the same as before, without any change towards a more
European dimension. There is no direct political struggle, no direct
citizens’ intervention, no popular vote for the power to govern the
European Coal and Steel Community, EURATOM or the Common
Market. The man in the street, on whom political power normally
depends, does not even know what these bodies are. And it could not be
any different, since while he can vote for a national party and change the
national government, he cannot vote for a European party, nor change a
European government to the slightest extent. He cannot do anything to
advance the political unity of Europe. It follows from this that he cannot
become aware of the strength that he would gain by uniting with other Eu-
ropeans.

Naturally the national policy of European co-operation cannot last for
ever, foritis being constantly eroded, both from without and from within:
from without by diffused Europeanism, which in the absence of a federal
European government cannot achieve stability, and therefore cannot
support national political forces. From within the erosion is occurring at
the very foundations of the national forces, and its most visible manifes-
tation is the increasing gulf between grassroots and leadership. The
policy of co-operation between the national forces in Europe cannot in
fact achieve democratic objectives, either in international, or social,
policy, because such policies are directly controlled only by the national
governments, which cannot serve as instruments to these ends, while
national collaboration cannot govern Europe, which would in fact be the
means to achieve them. This shows that the control of national govern-
ments over diffused Europeanism can be challenged and overcome.

6. Only a federalist avant-garde, with a policy of permanent opposition
to states as exclusive communities, will be able to unify the supranational

83

social force by freeing it from the Europeanism of national governments,
to make it powerful and aware of its potential, and to lead it to the position
of strength from whence it will be able to build the European federation.

National forces and parties have the effect of politically dividing
diffused Europeanism, keeping it blind and powerless. It must be strength-
ened, unified and made aware of its objective and of how that objective
is to be reached. How can this be done?

In continental Europe, the political process fetters every time prob-
lems of a European dimension arise, problems which national govern-
ments cannot solve or can only resolve inadequately. In these circum-
stances, if the cause of the inadequate or missing solution is held to be
national, and a national alternative is proposed, not only is the cause of
the problem not eliminated, but the political attitudes of Europeans are
divided, separating them with country set against another. In contrast,
political attitudes will be unified if the European dimension of the
problems is recognized, the supranational factors are identified, and the
alternative is arrived at not within the framework of one’s own govern-
ment, but in the European Constituent Assembly. In this case, a single
point of view, a single position (European opposition to national govern-
ments) and a single strategic objective (the European Constituent Assem-
bly) are valid for the whole of Europe. Thus it is possible to get rid of the
objectives and national positions which divide Europeans into warring
camps. This way also strengthens the European position by bringing it
into contact with the reality of politics, and by giving it the real prospect
of being able to correct political action.

The difference between the former and the latter attitude is practical
as well as theoretical. The former attitude deforms historical reality in a
national direction, because it is restricted by a practical fact: the decision
to act within the national sphere, the desire to maintain links with the
national ruling class, an alliance with a certain national political force. On
the other hand the latter attitude, which coincides with historical reality,
can only be adopted if there exists the determination to put oneself
resolutely outside the national context, to act independently of national
forces and against the national power: in short, if one chooses, in the
political struggle, a position of opposition to the community, if one is
fully disposed to go not only against the government, not only against the
regime, but also against the state as an exclusive community. There is no
other way to build a united political front on a supranational level.

Thus the greatest possible number of activists must arrive at this
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position, so that by launching the right European message from many
cities on every available occasion, they can challenge false national and
confederal solutions every time that national political forces try toimpose
such solutions on public opinion within the field of diffused European-
ism. Initially, this policy can be undertaken only by those who have
decided to occupy themselves exclusively with the European problem,
i.e. only in the sphere of organized Europeanism. In fact, this policy has
surfaced, however imperfectly, in the MFE. However, this is a policy
which is bound to expand. It is the only one that can (albeit gradually)
thrust organized Europeanism into the struggle while keeping it united,
the only one therefore that can begin to give strength toits political stance,
and that can allow it to exercise increasing influence on organizable
Europeanism, on people who want to eliminate the evils of national
society buthave not yet realized that this can only be done at the European
level (which basically relates to people who feel personally affected by
the contradiction between values and reality). In substance it is the policy
which can unify organized and organizable Europeanism, and which can
bring all authentically progressive energies to the political platform of
opposition to the community and the demand for constituent power for
the European Federal people.

This policy would cause a true supranational political movement to
come about. Through exercising an influence on the diffused European-
ism of public opinion, it would acquire its own weight in the political
balance of power, and introduce the European component which is
missing from the current political situation. The gap between the increas-
ingly supranational character of society, and the national policies of
governments and the national ruling class, is destined to increase. The
supranational movement could therefore easily shift many energies from
the national camps to the European camp, drawing them away from the
historically false alternatives which are formed within the state between
right and left, liberalism and socialism, fascism and communism. At a
certain stage in the development of the supranational force, a balance of
power would be formed between its federalist influence and the confed-
eralinfluence of the national governments. The “federator” would finally
be face to face with nationalism in its ultimate expression: the confeder-
alism of national governments and parties.

At this point, the first sizeable European difficulty to arise in an
important nation-state, France or Germany for example, would give rise
to a decisive crisis. It is clear that the Federation cannot be made without
taking power away from the nation-states, in other words withouta power
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struggle. In such an event, the supranational movement, by transferring
energies from the national, to the European field, would easily be able to
bring the historic crisis facing the nation-states and their power onto
European terrain. This would be the last in a long series of crises for
national political democracy, which can be exploited, in the absence of
a European alternative, only by authoritarian forces (in the final analysis
only by fascism or communism). When the crisis breaks, the national
democratic forces will lose their control of power, and thus also any
influence over diffused Europeanism. Diffused Europeanism, that is the
majority of the population, should finally be detached completely from
its national guides, and entirely open to the supranational movement,
which will be able to give itaconsciousness and unity through the slogans
“European federal power,” and “Constituent Assembly.” It is beyond
doubt that this position would gather many more people than authoritar-
ian positions, fascist or communist. At this point it cannot be said with
certainty whether the Constituent Assembly, which will rebuild the
power that has been lost to the nation-states, will be legal, i.e. convoked
by the national parliaments themselves, or revolutionary. That will
depend on the seriousness of the power struggle and on the capacity or
incapacity of national forces to maintain control of the army and the
police, using the cover of the European Constituent Assembly.

7. The organization of this struggle for a future power in a hereto
unestablished framework, that of Europe, requires a supranational
movement and supranational action which involves all interests and su-
pranational sentiments in the construction and reinforcement of Europe’s
political framework, in order to prevent sheer inertia from restricting
Europeans within the orbit of the national powers and to make national
powers converge on European terrain.

Let us consider the possible forms of organization for the policy of
opposition to the community and the demand for recognition of the
constituent power of the European people. The forces of organized
Europeanism and organizable Europeanism must be progressively en-
listed without ever reaching a stabilisation point: this means forming a
Movement, not a party. Such energies must be unified on the suprana-
tional level: this means making a supranational Movement which can
never participate in national elections, since otherwise it risks being split
up into national rumps. Where necessary, indeed, it must sabotage
national elections. Contact must be established at more than a superficial
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level between the action of activists and the ideas and attitudes of the
population: this means making the local sections into centres for arousing
public opinion and centres of anew political culture. The Movement must
be given the capacity to gather the whole population at the crucial
moment: this means building a visible European entity to negotiate with
the national governments, one which is capable of standing firm at critical
moments. The life of the sections and of the European centre must be
assured without having to rely on any form of national power: this means
that the European centre and the day-to-day activity of the sections must
be self-financing. And finally there must be an incentive that effectively
channels the energies of organized, organizable and diffused European-
ism into these instruments of action.

In the present state of affairs the incentives to act politically (from
subscribing ideologically to a political force to outright activism) are
exclusively national. Only in the national field can political results be ob-
tained. In national politics, interests and achievements, propaganda and
action, coincide. Changing citizens’ opinions is all that is required to
change the number of votes for each party and hence the national balance
of power and the behaviour of the government. The context in which the
parties operate (the nation-state) automatically makes the simplest form
of propaganda for a political idea coincide with the action needed to give
it power. But the political struggle for federalism and Europe is taking
place in a hitherto unestablished framework, in a sphere where a balance
of power does not yet exist: in other words, the means do not yet exist for
translating an increase among supporters of the European cause into an
increase in the power to promote it. As a result activists make sacrifices
in vain, and propaganda addresses a void, which is dissociated from real
political action, from the achievement of political results. This situation
can only be overcome through ad hoc action, which highlights the
European people and their constituent power, and brings the European
political context to life as a psychological reality in the minds of those
people who, in whatever ways, participate in this action.

Naturally this comprehensive action must not exclude any other
federalist actions, but on the contrary should utilize them all, in their
necessary diversity, so as to adapt to the reality of Europe. In the present
situation the various federalist initiatives count for little because they
remain endsin themselves. They would, on the other hand, reinforce each
otherifit were possible to link them together, and to make each one a con-
tributory factor to strengthen the European sphere of political struggle
and the visibility of the federator. To obtain this goal, comprehensive
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action must have the following characteristics: a) it must be carried out
by Europeans themselves, guided by federalists; b) it must suggest to the
people of Europe that the popular struggle for Europe has started and is
gaining momentum; c) it must progress without halts or interruptions in
space and time, in such a way as to make the strengthening of the
framework, and of the power to make Europe, depend on Europeans
themselves and on all people of good will prepared to join the federalist
ranks. Commitment and results, propaganda and‘action, and in the final
analysis work and increased strength, must be made to coincide. Only in
this way can the available forces be progressively channeled into the
supranational Movement, that is to say the energies of organized, organ-
izable and diffused Europeanism.

The most basic form of comprehensive actionis the Voluntary Census
of the European Federal People. Its means are: a) subscribing to the
European federation by signing a form, the forms being counted until a
majority is reached, at least in the Europe of the Six founding members,
and payment of a fee by subscribers in order to finance the campaign; b)
those involved in the census must take a political stand on the initiative
of the federalists, on official campaign forms, on every occasion in which
the nation-states demonstrate their inability to resolve political problems
of European dimensions.

Regarding the launch and effectiveness of this campaign, one must
bear in mind that the MFE (even only a part of it) is strong enough to
obtain about a million signatures in a year, and thus to overcome this.
period of inertia. On the basis of this number of signatures, the following
forecastbecomes legitimate. Inevery corner of Europe people are talking
about Europe because of the very force of events. In the places where the
campaign is carried out, every person who speaks about Europe will
also speak of campaign (What is this Voluntary Census of the European
People? Does it serve any useful purpose?). Such people would speak of
the campaign’s goal — a majority in favour of the federation — as of an
undertaking whose success depends on each individual. The campaign
would always be slightly more advanced in people’s minds than in actual
achievement: the difference would consist of the fact that those who are
aware of itcan push it forward by joining it themselves, or by encouraging
their acquaintances to join it, and so on. In this way the campaign would
recruit all European good will and bring about, (through the presence of
federalists in all cities and their integration with the population) real
centres for arousing public opinion and for political culture.

At a certain stage in its development, comprehensive action, while
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continuing in its basic form to extend the supranational Movement
everywhere, will enable us to relaunch the European People’s Congress
and to give it an exclusively federalist representation. By stimulating
existing groups to act and by creating new groups, comprehensive action
will give us the possibility to hold elections for the EPC within a
reasonably short time in about a hundred cities and on the same day. In
these elections we will focus on the problem of the political union of
Europe, thus exploiting a situation in which the citizens feel the need for
European unification, but the national governments are unable to provide
it. On achieving this, we will certainly bring about a great movement of
opinion, areal European power. And on that day, the struggle will finally
begin for real between those who want Europe and those who do not,
which will be highlighted by the critical choice between a Constituent
Assembly and maintaining the absolute sovereignty of the nation-states:
there will be no more comfortable subterfuges which currently enable
people to support the cause of Europe in words alone.
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