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Chapter 1

European Integration,
Transatlantic Relations and the
United States since 1945

The system of relations that has grown up between the European
integration project and the United States is dense and complex, and
it is one of long standing. Central to the argument in this book is
the growth and development of this system of relations, and its
impact not only on its members but also on the world as a whole.
For much of its life, the system has dominated the global economy
and has played a key part in the management of global diplomatic
and security issues. It is thus vital to understand the structure and
functioning of the system, its central rules and assumptions, and
the ways it has changed and developed during more than half a
century. This is the focus of the first two chapters in the book.

In a way, as Alfred Grosser has argued, there is no ‘year zero’ in
relations between the United States and Europe (Grosser 1980).
The influence of the ‘old continent’ was central in the establishment
and growth of the US, and increasingly from the late nineteenth
century onwards, the United States came more and more to play a
central part in the European arena. From the beginning of the
twentieth century, American investment and economic influence
were important to the management of the European economies;
nowhere was this more clear than in the aftermath of World War I,
when the capacity of the US to contribute to the recovery of
Europe, and its willingness or unwillingness to make such a contri-
bution, played a central role in the development of the interwar
order. During the 1930s, the American economy and its troubles
after the ‘great crash’ of 1929 fed directly into the increasing insta-
bility of Europe, and the uncertainties of US diplomacy in the age
of isolationism played a major role in the onset of World War II.
The fates of the US and Europe were deeply intertwined even
before the great catalytic drama of the war in Europe and beyond
(Grosser 1980: Chapter 1; Lundestad 2005: Chapter 1).

6
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This said, detailed analysis of the ways in which the relationship
between European integration and the United States was estab-
lished and evolved should start in the aftermath of the second
global conflict. It was at this point that US involvement became
structural and in some ways organic, and the growth of European
integration itself became a central pillar of the emerging relation-
ship. This chapter sets out to map the historical evolution of the
relationship in the sixty years following the end of World War II,
and to identify the key forces contributing to the process of his-
torical change. In Chapter 2 we will look more closely at the
underlying structures and functioning of the ‘Euro-American
system’ and at the issues and institutions around which it has
centred.

The first part of the chapter examines the foundations on which
the relationship between European integration and the United
States was constructed in the first decade after World War II. In the
second part, the focus is on the growth of partnership and rivalry
between an integrating Europe and the US. The third and fourth
parts of the chapter focus respectively on processes of change and
transformation: first, the changes that took place within EC-US
relations during the 1970s and early 1980s, and second, the dra-
matic changes that surrounded the relationship in the late 1980s
and after. The key question underlying all of this is simple: How
much of what was established during the 1950s and 1960s still sur-
vives, and how substantial has the transformation of the relation-
ship been?

Foundations: 1945-58

At the most general level, it could be said that the end of the World
War II saw the collapse of Europe and the dominance of the United
States. At one time or another, almost all of the European states
had been defeated during the war, while even those that had
emerged victorious and never been occupied, such as Britain, were
exhausted. The European economy had in many respects ceased to
exist, because of the divisions and dislocations created by war,
while European society was racked by tensions and insecurities.
These insecurities emerged partly out of the challenge to govern-
mental legitimacy in almost every European country, but also out
of the perceived challenge from Communism represented most
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clearly by the Soviet Union and the presence of the Red Army in
the heart of Europe. At the same time, the US had ended the war in
a position of unprecedented strength: its economy had boomed, its
military might (bolstered by possession of the ‘ultimate weapon’ in
the shape of the atom bomb) was unchallenged, and American
ideas of democracy and progress seemed to be the wave of the
future.

This situation was not of course unproblematic. For European
governments, particularly those of the western half of the conti-
nent, the challenge was not simply one of re-establishing economic
and political stability; it was also one of recreating or adapting the
European model of statehood in a context where the nature of
statehood itself was in question. For their Eastern and Central
European counterparts, the challenge was one of resisting or
adapting to the fact of Soviet dominance. For the Americans, the
challenge was that of coming to terms with international predomi-
nance and resolving the clash between isolationism and interna-
tionalism — a clash that ran through the heart of US political life. It
was out of this complex and unstable mix of political, economic
and security problems that the initial ‘bargain’ between the US and
European governments emerged (Grosser 1980: Chapter 1;
DePorte 1986; Ellwood 1992; Lundestad 1998: Chapters 1-2;
Lundestad 2005: Chapter 1; Sloan 2005: Chapters 1-3).

Between 1945 and 1950, the elements of what later came to be
seen as a grand strategic bargain between the United States and
Western Europe were put in place. The initial driving forces were a
combination of insecurity, the search for governmental legitimacy
and the search for a formula to maintain and express US engage-
ment with the international system. For Europeans, the need to
counter the Soviet threat and to keep the US committed to
European stability rapidly became a central fact of diplomatic life.
The Roosevelt administration in Washington had proclaimed at the
end of the war that they would aim to withdraw all US forces from
Europe within two years, a prospect that fuelled European fears of
instability and Soviet opportunism. As a result, a series of
European leaders, led by Winston Churchill, the British Prime
Minister, expressed their concern about the prospects of instability
and threat in the event of a US withdrawal, and this concern itself
became part of an extensive debate in Washington about the future
of US foreign policy. The working out of this debate thus became
crucial to the future of Europe itself, especially after the replace-

-



9780333_968628_03_chal.gxd 6/3/08 ll:%pm Page 9

European Integration and the United States 9

ment of Roosevelt by Vice-President Harry Truman in 1945
(Hoffmann and Maier 1984; DePorte 1986; Hogan 1987).

The intersection of European fears and US domestic debate led to
a process of incremental commitment between 1945 and 1949 that
culminated in the North Atlantic Treaty of April 1949. Before that
military ‘bargain’, however, the key thrust of US commitment had
been economic and diplomatic. In 1947, the ‘“Truman Doctrine’
had set out the basis for US commitment to the defence of democ-
racy on a global level, but especially in postwar Europe. This was
followed in mid-1947 by the initial moves in what came to be
known as the Marshall Plan: in June of that year, General
Marshall, the US secretary of state, made a speech at Harvard
University in which he set out the terms for continued US economic
assistance to Europe (see extract in Box 1.1). His premise was that
if Europe was allowed to continue in economic chaos, this would
sharpen the political and security threats of Communism, and
would increase the power of domestic Communist parties in coun-
tries such as France or Italy. While this may not seem radical
today, the speech represented a key element in the emerging
transatlantic ‘bargain’ — not least because of the terms on which

Box 1.1 The Marshall Plan speech (extracts)

It is evident ... that, before the United States Government can
proceed much further in its efforts to alleviate the situation and help
start the European world on its way to recovery, there must be some
agreement among the countries of Europe as to the requirements of
the situation and the part those countries themselves will take in
order to give proper effect to whatever action might be undertaken
by this Government. It would be neither fitting nor efficacious for
our Government to undertake to draw up unilaterally a program
designed to place Europe on its feet economically. This is the busi-
ness of the Europeans. The initiative, I think, must come from
Europe. The role of this country should consist of friendly aid in the
drafting of a European program and of later support of such a
program so far as it may be practical for us to do so. The program
should be a joint one, agreed to by a number, if not all, of European
nations.

Source: Secretary of State George C. Marshall, Address at the Commencement
Exercises of Harvard University, Cambridge, Massachusetts, 5 June 1947.
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the aid was to be given. These included the establishment or
strengthening of ‘free institutions’ and free markets and, signifi-
cantly, the construction of a cooperative plan through which the
Europeans themselves were to specify the nature and the allocation
of the aid itself (DePorte 1986; Hogan 1987; Gann and Duignan
1998; Lundestad 1998, 20035; Sloan 2005).

The Marshall Plan thus can be seen as a keystone of three
processes. First, by restricting the aid to ‘free’ countries, it con-
tributed strongly to the division of Europe that became solidified in
the cold war. Although some Central- and East-European govern-
ments displayed initial interest in the plan, they were brought
rapidly into line by the Soviets, and a political-economic division of
Europe was accentuated. At the same time, Communist parties that
had aspired to power or in some cases achieved it in some Western-
European countries were marginalized through a combination of
economic restructuring and associated political realignment.
Finally, the requirement that European countries should cooperate
to respond to the plan (soon labelled the European Recovery
Programme or ERP) can be seen as setting in motion processes that
proved fundamental to the European integration process. The plan
was to be delivered via the ERP and an associated organization, the
Organization for European Economic Cooperation (OEEC), and it
is by no means fanciful to see this as the breeding-ground for what
became the European Coal and Steel Community, the first institu-
tion of European economic integration. In the background, the
establishment of the institutional framework that came to be
known as the Bretton Woods system, encompassing the
International Monetary Fund, the World Bank and the General
Agreement on Tariffs and Trade, created a set of multilateral rules
that were to be crucial in shaping the development of the European
economies and of European integration (Mee 1984; Milward 1984;
Hogan 1987).

It can be argued that by 1949, with the signing of the North
Atlantic Treaty between the US, Canada and fourteen European
countries, the key elements of the ‘transatlantic bargain’ were in
place. The ERP (and in broader terms the Bretton Woods system)
expressed the political/economic end of the spectrum, while the
North Atlantic Treaty represented the guarantee of continuing US
involvement with the security of the continent — and both together
had the effect of constructing the boundary between the ‘free
world” and the Communist bloc that became the centrepiece of the
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cold war. The ERP also seemed to have contributed to (if not actu-
ally having inspired) the proposal made by Monnet and Schuman
of France in May 1950 for a European Coal and Steel Community,
in which France and Germany would form the core of a new kind
of economic and (by implication) political integration. But this
process was not without its tensions and divisions. In the first
place, the ‘new Europe’ gradually emerging from the chaos of the
postwar period was not a comprehensive Europe: the division
between the original six members of the ECSC (France, Germany,
Italy and the Benelux countries) and those who were left or chose
to remain outside set up a new division within the western half of
the continent. Most obviously, Britain, the largest single recipient
of Marshall Aid, had declined with almost no hesitation the oppor-
tunity to join the ECSC (Grosser 1980: Chapter 3). Second, the
process of US commitment to the security of Europe had exposed
significant divisions between European governments, particularly
between those such as France that saw Europe as a potentially
independent ‘third force’ and those such as Britain that saw the
North Atlantic Treaty as a vital strand in the new Atlantic partner-
ship. Finally, in the US, the debate about the nature and extent of
US international engagement had served to sharpen the fear of
Communism and to set in motion the domestic forces of
McCarthyism, which led to a strongly anti-Communist atmos-
phere. This was only sharpened further by the onset of the Korean
War in 1950, which seemed to demonstrate the world-wide threat
from the Soviet Union and its allies, including China.

During the 1950s, these coexisting trends towards transatlantic
cooperation and tension were perpetuated by a series of events in
both Europe and the US. From the European perspective, the
period between the establishment of the Coal and Steel Community
in 1950 and the signing of the Treaty of Rome in 1957 — the latter
establishing the European Economic Community and the European
Atomic Energy Community — was one of progress and setbacks.
The Coal and Steel Community prospered, partly as the result of
natural economic recovery but also as the result of a lowering of
barriers and the achievement of economies of scale, and by the
mid-1950s this was leading to calls for a decisive extension of the
European integration process. But at the same time, attempts to
further European integration in the fields of diplomacy and defence
were unsuccessful. In 1952, the French had proposed a plan for a
European Defence Community, in which there would be substan-
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tial integration of military units and military command structures;
this was in part a response to American calls for the rearmament of
West Germany, and in part a perpetuation of the idea that Europe
could be a ‘third force’ in world politics (Fursdon 1980; DePorte
1986; Winand 1993: Chapters 2-3; Lundestad 1998: Chapter 5;
Lundestad 2005: Chapter 3). By 1954, the project lay in ruins,
ironically in large part because of its rejection by the French
National Assembly, but also because of the abstention of the
British and perceptions of a clash with the North Atlantic Treaty
Organization (NATO), which had been constructed on the founda-
tions of the North Atlantic Treaty and which now encompassed
sixteen European countries. This defeat had two significant impli-
cations for the relationship between the US and European integra-
tion. First, it meant that for the foreseeable future collective
European defence would be conducted through NATO (of which
West Germany became a member through joining the Western
European Union in 1955). Second, it meant that the European inte-
gration project would remain overwhelmingly ‘civilian’ in char-
acter, whatever the attempts by countries such as France to move it
in the direction of diplomatic or security coordination.

This was the foundation for the ‘relaunching’ of European inte-
gration in 1955-7 through the negotiations for what became the
Treaty of Rome. Because of the defeat of the EDC, the EEC was to
be ‘civilian’ and to be based on a massive extension of economic
coordination between the original six member states of the ECSC.
Although other countries such as Britain were by this time much
more interested in — or worried by — the European project, the
prospect of supranational influence over national economic policies
was still enough to make them hesitate, thus contributing to the
continuing dominance of France and Germany within the project
(Lundestad 2005: Chapters 2-3). For the Americans, as might have
been expected, the extension of European integration was a two-
edged process. On the one hand, it consolidated the economic and
social stability of western Europe, and thus contributed to the sta-
bilization of the continent as a whole (DePorte 1986), so many US
policymakers were strongly in favour not only of the EEC but also
of British membership (Camps 1960; Winand 1993: Chapter 5).
On the other hand, those Americans who looked at the aims of the
EEC and discerned a threat to US economic interests in areas such
as agriculture were less enthusiastic; the fact that one of the first
common policies to be adopted by the EEC was the Common
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Agricultural Policy (CAP) was to have a shaping — and sharpening -
effect on transatlantic relations throughout the 1960s (Krause
1968; Beloff 1976). The ECSC had already attracted the suspicion
and in some cases the outright hostility of American steel interests,
who saw it as an unfair cartel designed to exclude them from the
European market (Diebold 1959), and the EEC looked like a much
wider and more dangerous threat.

By the late 1950s, therefore, the tone of relations between the
US and the European integration project was in important respects
set. In 1958, the major European currencies achieved convert-
ibility into each other and into the US dollar: this was a key indi-
cator of their continuing recovery and consolidation, and of their
full participation in the Bretton Woods system of international
economic institutions, but it was also surrounded by ambiguities
and uncertainties about the future course of transatlantic rela-
tions.

Partnership and Rivalry: 1958-71

We have seen that the relationship between European integration
and the United States as it had developed by the end of the 1950s
contained important coexisting but often conflicting elements of
cooperation and competition. The European project on one level
was a vital component of the consolidation of the ‘west’ in the cold
war, contributing to stability and to the growth of what Marshall
had called ‘free institutions’. At another level, it was a source of
concern to American economic interests and a focus of aspirations
for a European ‘third force’ that could express a particular identity
in the world arena. During the 1960s, these tensions were to mul-
tiply, partly for reasons inherent in the European project, partly for
reasons reflecting US positions and priorities, and partly because of
wider changes in the international system. Ironically, it may seem,
the period between 1958 and the beginning of the 1970s was lit-
tered with proclamations of ‘Atlantic partnership’ at the same time
as it gave increasing evidence of Atlantic rivalry (Diebold 1960;
Cleveland 1966; Pfaltzgraff 1969; Calleo 1970; Diebold 1972;
Calleo and Rowland 1973; Winand 1993: Chapters 6-12;
Lundestad 1998: Chapter 6; Lundestad 2005: Chapter 4).

From the point of view of European integration, this period was
one of consolidation but also of internal tensions and often open
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conflicts. A number of common policies were initiated, among them
two that were to be central to transatlantic relations, the Common
Commercial Policy (CCP) and the CAP. Institutional development
and consolidation were apparent, especially in the role of the
European Commission which became established as a key generator
of initiatives on the road to greater integration. At the same time,
the economies of EEC member states continued to flourish, led by
the West-German economy and the ‘economic miracle’ it repre-
sented. But there were also strong trends in the direction of internal
conflict and fragmentation (Camps 1967; Grosser 1980). In the
early 1960s, the French tried to set in motion the development of a
‘European foreign policy’, but this was limited and not supported
by key ‘Atlanticist’ member states; in 1969 there was a further ini-
tiative in this direction with the beginnings of what became
European Political Cooperation, but the basis remained strongly
intergovernmental and diplomatic rather than integrationist and
security-related. During the mid-1960s, the implementation of
further integrationist measures in agriculture and the development
of the ‘common market’ for goods created sharp perceptions of
gains and losses for major member states, and in the case of France
led to its declaration of an ‘empty chair’ policy between 1966 and
1967. As a result, the ‘Luxembourg Compromise’ of 1967 signalled
a retreat from full-blooded integration to a situation in which vital
national interests could form the basis for an effective veto of legis-
lation within the EEC. Alongside all of this, the prospect of the
EEC’s first enlargement continued throughout the 1960s. In 1963,
General de Gaulle, the French president, effectively vetoed the first
application for membership by Britain (thus also excluding
Denmark, Ireland and Norway who had also applied). This veto
was repeated in 1967, but by 1970 the installation of a pro-integra-
tionist government in Britain combined with the fall of de Gaulle to
produce an agreement on British membership.

The turbulence of developments in European integration during
the 1960s was paralleled by problems within American politics and
foreign policy. The rich promise of the Kennedy administration
installed in 1960 was eroded by the president’s assassination, by
domestic tensions over such issues as civil rights, by increasing US
entanglement in Vietnam and by the continuing threat of Soviet
nuclear capability, which led to a major intensification of the arms
race. This latter process was reflected in US relations with Europe,
leading to the ‘nuclearization’ of NATO and to the growth of
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domestic anti-nuclear protest movements. But the tribulations of
US administrations were not simply political: the US economy
proved sluggish and in some respects uncompetitive, and was
increasingly distorted by the focus on military spending and mili-
tary commitments (Calleo and Rowland 1973). By the end of the
1960s, the Nixon administration installed in 1968 had begun to
unwind some of these issues, not without considerable suspicion or
difficulty. They had begun the process of ‘détente’ with the Soviet
Union, focusing especially on the control of nuclear weapons, had
initiated a broader diplomacy designed to respond to the needs of
what they saw as a potentially multipolar world, engaging the
Chinese and the Japanese as well as the Soviets and the Europeans,
and had begun a reassessment of US economic commitments in the
light of the generally poor performance of the economy.

The intersection of these trends in Europe and the US created a
series of tensions throughout the 1960s. Even before the Kennedy
administration had been installed, General de Gaulle had called for
a greater degree of power-sharing in NATO, and had begun to
present the EEC as the basis for a new challenge to US dominance
(Calleo 1970; Harrison 1982). When in July 1962 President
Kennedy made a speech in which he outlined a ‘declaration of
interdependence’ between the United States and a ‘uniting Europe’
(see Box 1.2), this was greeted in some quarters as a visionary
response to the new realities of world politics and in others as an
attempt to perpetuate US hegemony over a resurgent Europe in
particular (Winand 1993: Chapter 9). Thus it is not surprising that
the rhetoric of ‘Atlantic partnership’ and ‘Atlantic community’ that
arose after Kennedy’s speech was accompanied by major efforts to
counter it through a discourse of European independence and dif-
ference. But not all Europeans were united in this respect: de
Gaulle’s strident anti-Atlanticism (see Box 1.2), reflected in his veto
of British membership in the EEC, and in French withdrawal from
the NATO integrated military command in 1966, was balanced
not only by British Atlanticism, but also by that of such countries
as the Netherlands, Italy and Germany within the EEC itself
(Cromwell 1969; Grosser 1980; Harrison 1982; DePorte 1986) .
Even such Atlanticist countries were perturbed by the increasing
US commitment in Vietnam and by the evidence of US-Soviet
diplomacy in the context of ‘détente’, so the overall picture was a
complex one, which could not be reduced to a simple EEC-US
partnership or rivalry.
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Box 1.2 Kennedy and de Gaulle

The nations of Western Europe, long divided by feuds far more
bitter than any which existed among the 13 colonies, are joining
together, seeking, as our forefathers sought, to find freedom in
diversity and in unity, strength. The United States looks on this vast
new enterprise with hope and admiration. We do not regard a
strong and united Europe as a rival but as a partner. To aid its
progress has been the basic object of our foreign policy for 17 years.
We believe that a united Europe will be capable of playing a greater
role in the common defense, of responding more generously to the
needs of poorer nations, of joining with the United States and others
in lowering trade barriers, resolving problems of commerce, com-
modities, and currency, and developing coordinated policies in all
economic, political, and diplomatic areas. We see in such a Europe a
partner with whom we can deal on a basis of full equality in all the
great and burdensome tasks of building and defending a community
of free nations.

... I will say here and now, on this Day of Independence, that the
United States will be ready for a ‘Declaration of Interdependence’,
that we will be prepared to discuss with a united Europe the ways
and means of forming a concrete Atlantic partnership, a mutually
beneficial partnership between the new union now emerging in
Europe and the old American Union founded here 175 years ago.

Source: President John F. Kennedy, Address on the Goal of an Atlantic Partnership,
Philadelphia, 4 July 1962.

[the entry of Great Britain and others] will completely change the
whole of the actions, the agreements, the compensation, the rules
which have already been established between the Six ... Then it
will be another Common Market whose construction ought to be
envisaged ... Further, this community, increasing in such fashion,
would see itself faced with problems of economic relations with all
kinds of other States, and first with the United States. It is to be
foreseen that the cohesion of its members, who would be very
numerous and diverse, would not endure for long, and that ulti-
mately it would appear as a colossal Atlantic community under
American dependence and direction, and which would quickly have
absorbed the community of Europe.

Source: President Charles de Gaulle, Press Conference, Paris, 14 January 1963.
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Alongside this diplomatic complexity, the political economy of
EEC-US relations was no less significant. One of the most obvious
manifestations of this significance was the growth of all forms of
exchange between the United States and the EEC during the early
1960s: trade, investment and travel all experienced a major
increase and it is difficult to avoid the conclusion that this was
caused by the establishment of a large market among the six EEC
member states (Cooper 1968; Diebold 1972). It is also important
to note that at this time Britain accounted for much more in all of
these areas than the whole of the EEC combined. By the beginning
of the 1960s, there was also evidence of the Europeans’ increasing
capacity to engage collectively with the Americans within the
world arena. Most obviously, the Dillon Round of trade negotia-
tions within the General Agreement on Tariffs and Trade (GATT)
during 1961 had seen the EEC adopting a collective position.
More dramatically, the Kennedy Round of 1963-6, proclaimed by
the president as part of his ‘declaration of interdependence’, saw
the creation of a substantive EEC trade diplomacy, which enabled
the Europeans to resist US pressure on a number of fronts, partic-
ularly agricultural trade (Calleo and Rowland 1973). This set of
developments is perhaps best cast in terms of the capacity to resist,
rather than the capacity to initiate and lead, but it did signify a
distinct set of new directions in international trade diplomacy.
There were also the beginnings of European capacity to construct
new inter-regional relationships: the most obvious of these were to
be found in the framework of the Yaoundé Conventions, which
constructed relationships with a set of mainly French ex-colonies
in Africa.

Despite this evidence that the EEC was gradually acquiring the
ability to exercise collective weight in the context of transatlantic
relations and the broader world economy, the 1960s did not
provide conclusive evidence of the emergence either of a true
transatlantic partnership or of transatlantic rivalry. If anything,
they provided evidence that any form of cooperation in the inter-
national political economy was hard work, that it would be char-
acterized by disputes as much as by progress, and that it remained
fragmented in the continuing absence of Britain and other signifi-
cant European states from the EEC. By the end of the 1960s, it
was clear that this ‘gap’ was likely to be filled in the near future,
but by that time also it was clear that the world economy as a
whole was in a state of turbulence and potential chaos. The impact
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of the war in Vietnam and of conflict in the Middle East, the
uncertainties of US-Soviet ‘détente’ and the unevenness of eco-
nomic performance in the major western economies created a
breeding-ground for wuncertainty and instability (Calleo and
Rowland 1973; Hanrieder 1974; Shonfield et al. 1976; Hanrieder
1982). As a result, the Bretton Woods system of financial institu-
tions, and the rules relating to fixed exchange rates and domestic
economic adjustment, were increasingly under pressure. It was
apparent that both in the diplomatic and in the economic sphere
the 1970s would be challenging to say the least, and that the chal-
lenge to the assumptions behind EEC-US relations would be
potentially momentous.

Change: 1971-85

On 15 August 1971 in a television broadcast to the American
people President Nixon proclaimed what came to be known as his
‘New Economic Policy’. At around the same time, in a number of
speeches and papers, the administration also enunciated what
became known as the ‘Nixon Doctrine’ relating to its foreign
policy and diplomatic commitments, especially to allies. It is no
exaggeration to say that these two sets of developments shaped the
course of EEC-US relations for at least decade, and that when
combined with developments within the EEC itself and in the
broader world arena they created a series of significant changes
within the transatlantic relationship (Kaiser 1973; Czempiel and
Rustow 1976; Kaiser and Schwartz 1977; M. Smith 1978). During
the early 1980s, the relationship was given an additional and
severe testing by the policies of the Reagan administration, and by
the beginnings of a new phase of European integration itself.
Nixon’s August 1971 speech (see Box 1.3) rapidly became
known as the ‘Nixon Shock’. As we have already noted, the US
economy had being giving cause for concern for some time, with
low growth accompanied by rising unemployment, declining com-
petitiveness and a balance of payments deficit. For some in the US
administration this set of conditions as linked closely to the burden
the US had been carrying as leader of the ‘free world’ for the past
twenty-five years, and there was a move to declare America an
‘ordinary country’ in economic affairs, prepared to defend its own
interests against all comers (Rosecrance 1976). There is no doubt,
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Box 1.3 The ‘Nixon Shock’

I have directed secretary [of the Treasury| Connally to suspend tem-
porarily the convertibility of the dollar into gold or other reserve
assets, except in amounts and conditions determined to be in the
interest of monetary stability and in the best interests of the United
States ... To our friends abroad ... I give this assurance: The
United States has always been, and will continue to be, a forward-
looking and trustworthy trading partner. In full cooperation with
the International Monetary Fund and those who trade with us, we
will press for the necessary reforms to set up an urgently needed
new international monetary system. Stability and equal treatment is
in everybody’s best interest. I am determined that the American
dollar must never again be a hostage in the hands of international
speculators ... As a temporary measure, I am today imposing an
additional tax of 10 per cent on goods imported into the United
States . .. At the end of World War II the economies of the major
industrial nations of Europe and Asia were shattered ... Today,
largely with our help, they have regained their vitality. They have
become our strong competitors, and we welcome their success. But
now that other nations are economically strong, the time has come
for them to bear their fair share of the burden of defending freedom
around the world. The time has come for exchange rates to be set
straight and for the major nations to compete as equals. There is no
longer any need for the United States to compete with one hand tied

behind her back.

Source: Address by President Nixon on the Challenge of Peace, 15 August 1971.

as already noted, that the economic problems faced by the US also
related to the burden of the Vietnam War, which had created infla-
tionary pressures as well as distorting the balance of the US federal
budget. The combination of rising welfare spending with rising
external expenditure on foreign and security policy was a potent
one (and one that would be seen again in the 1980s). The adminis-
tration’s response, as expressed through the ‘Nixon Shock’, was to
inject a dose of economic nationalism. The dollar was detached
from its previous fixed price against gold, resulting in its decline
against other leading currencies, while measures were taken to
control imports and to boost the competitiveness of US industry.
While this might be seen as a logical and rational response to eco-
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nomic difficulties, in the circumstances of the early 1970s it was an
explosive set of measures (Calleo and Rowland 1973; Calleo
1981). The administration justified it at least in part by the need
for allies to take up the burden of defending democracy, thereby
continuing what had been a growing chorus of complaint against
the Europeans’ unwillingness to either adjust their currencies
against the dollar or take up more of the burden of defence
spending. But the measures can also be seen —as they were at the
time — as an attack on cherished principles of the Bretton Woods
system. The effective devaluation of the dollar meant that the USA
was asking its allies to pay the price for the loss of US competitive-
ness, while the imposition of an import surcharge went against one
of the central principles of the GATT.

Alongside this set of economic measures, the administration con-
tinued its exhortations to its allies — the Nixon Doctrine
(Hoffmann 1968; Hanrieder 1974; Hoffman 1978); essentially this
consisted of the demand that the allies (whether in Europe or else-
where) should take up more of the burden of their own defence
and stand on their own two feet. As applied to the conflict in
Vietnam, this was a means by which the US would eventually dis-
engage and leave the South Vietnamese to fend for themselves. As
applied in Europe, it sharpened the pressure on those European
allies (now almost all members of the EEC) that had in American
eyes grown richer under the protective umbrella provided by
America. But the problem was that these demands were coming
from an administration which was progressively weakened inter-
nally by the Watergate scandal, in which it became entangled after
the 1972 presidential election. This erosion of internal legitimacy
for the administration, along with the doubts long harboured by
Europeans about US involvement in conflicts outside the NATO
area, combined to create a new scepticism among EEC member
states when it came to US leadership in all of its forms.

By the time Britain along with Denmark and Ireland entered the
EEC in January 1973, there was thus a good deal of turbulence in
transatlantic economic relations and more broadly in the western
alliance. Although in other circumstances this might have seemed
like an opportunity for the enlarged Community to assert itself on
the world stage, in fact it militated strongly against that kind of ini-
tiative. The conditions that had fostered economic progress and the
deepening of European integration during the 1960s had actually
been short-lived; financial instability, fears of protectionism in
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world trade and the increasing politicization of economic disputes
were to become a key theme of the next fifteen years in transat-
lantic relations, and thus part of the world with which the
Community had to cope (Warnecke 1972).

The year 1973 was in fact symptomatic of the problems. In April,
US Secretary of State Henry Kissinger delivered a speech in New
York proclaiming this to be the ‘year of Europe’ and calling for a
new transatlantic bargain to express the new balance of influence
between the US and its European partners (see Box 1.4). This
speech, delivered in the US and not discussed with the Europeans
before its delivery, served as a catalyst for European resentment of
the Americans’ leadership, and among other results prompted the
formulation of a ‘declaration on European identity’ by the
Community — a declaration that focused strongly on the need for
partnership rather than domination in the relationship with the US
(see Box 1.4). By the end of 1973, the October War in the Middle
East between Israel and its Arab neighbours had created a double
twist to the tension: on the one hand, it fulfilled many Europeans’
fears of US domination and risk-taking through the declaration of
a nuclear alert by Washington over the heads of the allies, while on
the other hand it precipitated a 400 per cent rise in the price of
crude oil, creating an energy crisis and stretching the domestic eco-
nomic management capacities of European countries to breaking-
point (Kaiser 1973; Kaiser 1974; Vernon 1973; Lieber 1974; Chase
and Ravenal 1976; M. Smith 1978).

The European Community, already absorbing the impact of its
new member states and the longer-term effects of the crises of the
late 1960s, was ill fitted to respond dynamically to this set of
simultaneous crises. Grand plans for the creation of economic and
monetary union by 1980, and for the establishment of a European
political union, were undermined both by external developments
and by the new internal complexities arising especially from British
entry into the Community. A period of ‘Eurosclerosis’ set in, in
which it appeared impossible to take significant new initiatives and
in which member state governments were unwilling to contemplate
the costs of further integration. Indeed, they spent much of their
time focusing on the costs of such integration as already existed,
with conflicts over the CAP and over the Community budget
lasting through the 1970s. There were, however, at least some
signs of a more hopeful kind, and some of these were visible in
transatlantic relations. Not for the last time, concerns about rela-
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Box 1.4 The ‘Year of Europe’

The problems in transatlantic relationships are real. They have
arisen in part because during the fifties and sixties the Atlantic com-
munity organized itself in different ways in the many different
dimensions of its common enterprise. In economic relations, the
European community has increasingly stressed its regional person-
ality; the United States, at the same time, must act as part of, and be
responsible for, a wider trade and monetary system. We must recon-
cile these two perspectives. In our collective defense, we are still
organized on the principle of unity and integration, but in radically
different strategic conditions. The full implications of this change
have yet to be faced. Diplomacy is the subject of frequent consulta-
tion, but is essentially being conducted by traditional nation states.
The United States has global interests and responsibilities. Our
European allies have regional interests. These are not necessarily in
conflict, but in the new era neither are they automatically identical.
In short, we deal with each other regionally and even competitively
in economic matters, on an integrated basis in defense, and as
national states in diplomacy. When the various collective institutions
were rudimentary, the potential inconsistency in their modes of
operation was not a problem. But after a generation of evolution
and with the new weight and strength of our allies, the various parts
of the construction are not always in harmony and sometimes
obstruct each other.

Source: Secretary of State Henry A. Kissinger, Address to the Associated Press Annual
Luncheon, New York, 23 April 1973 — ‘The Year of Europe’.

The Europe of the Nine is aware that, as it unites, it takes on new
international obligations. European integration is not directed against
anyone, nor is it inspired by a desire for power. On the contrary, the
Nine are convinced that their union will benefit the whole interna-
tional community since it will constitute an element of equilibrium
and a basis for cooperation with all countries, whatever their size,
culture or social system. The Nine intend to play an active role in
world affairs and thus to contribute in accordance with the purposes
and principles of the United Nations Charter, to insuring that inter-
national relations have a more just basis, that prosperity is more equi-
tably shared, and that the security of each country is more effectively
guaranteed. In pursuit of these objectives the Nine should progres-
sively define common positions in the sphere of foreign policy . ..
The close ties between the United States and the Europe of the Nine —
who share values and aspirations based on a common heritage — are

-
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mutually beneficial and must be preserved; these ties do not conflict
with the determination of the Nine to establish themselves as a dis-
tinct and original entity. The Nine intend to maintain their construc-
tive dialogue and to develop their cooperation with the United States
on the basis of equality and in a spirit of friendship.

Source: Communiqué of European Community Summit Meeting, Copenhagen, 15
December 1973, Annex II: ‘Declaration on Europe’s Identity.

tions with the US were accompanied by some moves towards
greater international coordination among member states. In the
1970s it was the growth of European Political Cooperation (EPC)
that promoted greater coordination of diplomacy among member
states, albeit on an explicitly intergovernmental basis. Such coordi-
nation was apparent in the Community’s activities in the
Conference on Security and Cooperation in Europe (CSCE, also
known as the Helsinki Process) during the mid-1970s, and was
also evident increasingly in the growth of a ‘European’ diplomacy
towards conflict in the Middle East during the late 1970s (Allen
and Wallace 1977; Allen and Smith 1982; Allen and Pijpers 1984).

The 1970s were thus not an entirely barren period in EC-US
relations, although throughout they were fraught with difficulties.
Although the Nixon administration, succeeded by the Ford admin-
istration after the fall of the president in 1974, did little to bind the
wounds created by the events of the early 1970s, the Carter admin-
istration (1976-80) was less confrontational and more inclined to
seek consensus. By the nature of things, given the economic diffi-
culties faced by the US, the type of international policy coordina-
tion favoured by Washington was based on others (now including
Japan as well as the Europeans) taking up more of the burden and
taking responsibility for world economic growth (Keohane 1979).
At the same time, protectionist demands grew in the US itself, espe-
cially from industries such as steel or shipbuilding that were feeling
the heat of new competition from both Europe and Asia.
Resentment over US attempts to get others to adjust was thus per-
sistent, and towards the end of the 1970s it was reinforced by
further concerns in the Community about US diplomacy outside
the Atlantic area. In particular, European concerns focused on the
onset of new tensions with the Soviet Union in Africa, and on the
escalation of tensions in the Persian Gulf after the Iranian revolu-
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tion of 1978-79. By 1980, when the Soviet Union undertook its
invasion of Afghanistan and was immediately subjected to sanc-
tions by the Americans, a ‘new cold war’ was proclaimed, a
concept with which many European governments found themselves
distinctly uncomfortable (Kolodziej 1980-81; Freedman 1982,
1983; Allen and Smith 1989).

One of the key problems in EC-US relations during the 1970s
was that of US leadership. The assumption that America would
(and should) lead in all areas of western international life was chal-
lenged in a number of dimensions simultaneously. Economically, it
was put in doubt by the fragility of the US economy and by the
attempt to get others to pay the costs of US economic decline.
Politically, it was thrown into question by the internal turmoil sur-
rounding Watergate and by the frailty of successive US administra-
tions in the wake of Vietnam. In terms of security and defence, it
was shaken by the ‘Vietnam syndrome’, which created doubts
about the effectiveness of use of force, and by the growth of new
tensions leading to the ‘new cold war’. For the EC, the issue
expressed itself most forcibly in the economic dimension, with the
growth of disputes and the threat of protectionism, but the
Community was not immune from the impact of the broader diplo-
matic and military controversies. Indeed, a key development of the
time was the increased linkage between economic issues and polit-
ical or security matters, and this was bound to make the manage-
ment of relations with the US more challenging for the Community
and its member states.

Given these general conditions, the election of Ronald Reagan as
US president in 1980 gave an additional twist to already significant
tensions. Reagan was committed to the reassertion of US primacy,
both globally and in transatlantic relations, and his administration
proved troubling for the Community in many ways. Firstly, the
practice of what became known as ‘Reaganomics’ threatened the
kind of international economic instability that the Community
found profoundly uncomfortable. A series of measures including
substantial tax cuts and spending increases, both in welfare and in
defence, had the effect of spreading financial instability world-
wide, and especially across the Atlantic. The West German chan-
cellor of the time, Helmut Schmidt, once famously accused Reagan
of creating the highest interest rates since the death of Christ, as
the Americans tried to square the circle of massive tax cuts and
spending increases. The US dollar gyrated erratically on the inter-
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national exchanges, undervalued and overvalued in quick succes-
sion as the administration tried to use interest rates to control the
money supply. Unilateral US attempts to cure their financial prob-
lems intersected with continuing difficulties within the EC over the
budget and agriculture to perpetuate ‘Eurosclerosis’ and to exag-
gerate economic divergence among the member states. Only in
1985 did some measure of international financial coordination
reappear, with the Plaza Agreement on coordination of monetary
polices (Oye et al., 1983; Tsoukalis 1986; Woolcock and van der
Ven 1986; Oye et al., 1987).

By the mid-1980s therefore, the economic scene resembled a war
zone, with instability and fluctuations a central theme of policy-
making. Within the EC, however, there had been some progress in
the face of considerable difficulties. The European Monetary
System, set up in the final year of the Carter administration, had
created a level of monetary coordination among its members that
provided some insulation from the wilder gyrations of the dollar
(Ludlow 1982). In 1984, at the Fontainebleau summit, Community
leaders had at least partly resolved the issue of agricultural
financing and the Community budget (including the creation of
arrangements for Britain that moderated its contribution to the
budget for the foreseeable future). And they had begun to move
forward on reforms to improve decision-making within the
Community and to make possible the completion of what had
become known as the ‘Single Market’ (Pelkmans and Winters
1988; Sandholtz and Zysman 1989). One central theme of these
reforms was the need to make the Community competitive in a
world economy where both the US and Japan constituted formi-
dable rivals.

The policy impact of Reaganism, however, was not felt only in
economic matters. Indeed, for the citizens of the Community in the
early 1980s the preoccupation was not so much the economic and
financial impact of Reaganite policies as the perception of danger
created by US diplomacy and defence policy. Reagan’s election had
reflected the demand from Americans that the US be made strong
again, after the uncertainties of the 1970s, and the administration
set out to deliver on this promise with massive increases in defence
spending as well as a much more assertive and muscular diplo-
macy. This was aimed primarily against the Soviet Union, but
inevitably had an immediate impact on European perceptions and
policy options. As the rhetoric of US policy was ratcheted up
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during the early 1980s, and European governments were faced
with demands that they accept new deployments of nuclear
weapons on their territory, popular disquiet grew. At the same
time, US responses to Soviet actions in central and eastern Europe,
including the imposition of martial law in Poland during 1981,
placed additional pressures on European governments to go along
with diplomatic and economic sanctions, in circumstances where
they almost instinctively would have preferred to negotiate and
look for ways out that did not damage the existing European order
(Allen and Smith 1989). One of the results of this pressure was an
increasing tendency in the Community to explore the possibility of
new forms of European foreign policy cooperation, both within the
‘civilian’ realm of European Political Cooperation and within the
distinctly more sensitive area of European security and defence
cooperation (Treverton 19835; Joffe 1987).

From change to transformation: 1985 onwards

Up to the mid-1980s, it is persuasive to talk about transatlantic
relations in terms of continuity and evolution. Many aspects of the
relationship were recognizably the same in the 1980s as in the
1950s, although in a number of important respects the world had
changed around them and there had been a clear impact of polit-
ical and economic change both in the EEC and in the US. A
number of the key issues encountered within the system had
remained relatively constant since the 1950s: the problems of lead-
ership and followership, the question of burden-sharing in its
broadest context, the role of institutions and the questions raised
about them. This part of the chapter is based on the perception
that since the mid-1980s the changes in and around the transat-
lantic relationship amount not to a further stage in evolution but to
a radical transformation whose implications have not yet been fully
realized. In the previous section, we drew attention to the ways in
which during the early 1980s the combination of Reaganism in the
US and slow but steady resolution of some key issues in the EEC
had created a new momentum and arguably a redefinition of US
attitudes towards the Community and western European attitudes
towards the US. In the US, the globalism of many policies pursued
under the Reagan administration from 1980 to 1984 had created a
new awareness that American interests encompassed the Pacific as
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well as the Atlantic, and that the Europeans were less reliable than
they might have been as underwriters of an assertive US posture on
economic, political and security issues (see Box 1.5). In the EC, the
very assertiveness of US policies combined with a consciousness of
new developments in European economic and security policies to
foster a sense of difference and of divergence.

This means that although 1989 and the fall of the Berlin Wall is
often seen as a crucial turning-point in transatlantic relations, it
can equally be argued that the turn had been in progress since
1985 at least. From the EC point of view, there were three key
ingredients in this process. First, there was the resolution of key
institutional and budgetary issues in the Fontainebleau agreement
of 1984, rapidly followed by the Single European Act (SEA) of
1985 and in particular by the inception of the Single Market
Programme in 1986. The latter was a five-year plan to radically
reduce the barriers to a single European market, with the antici-
pated effect of substantially enhancing the competitiveness of com-

Box 1.5 Lawrence Eagleburger on the
Transatlantic Relationship, 1984

I have often discussed with European friends the different require-
ments for a nation with global responsibilities to those with more
regional concerns. The use of the word global is not meant in any
arrogant fashion. Nor is it to deny the interests that several
European nations retain in areas of the world beyond their conti-
nent. But the sheer scope of American interests engages us in a dif-
ferent set of perspectives and imperatives. I am persuaded that
despite periodic inconsistencies (mainly on our part) and even more
frequent crises of policy disagreement (emanating frequently from
the European side) members of the alliance can still forge a strong
consensus on most issues of importance . . . [but] ... now may well
be the appropriate moment for all of us — Europeans and Americans
— to take a new look at where we should be going together and how
we should get there . . . The two pillars of a “smarter” relationship,
in my opinion, are: increasing respect for the differences in our
alliance; and a more coordinated approach — across the board - to
all political, economic and security issues with our European allies.

Source: Under Secretary of State for Political Affairs Lawrence Eagleburger, Speech to
the National Newpaper Association, Washington, DC, 7 March 1984.
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munity industries and enabling the EC to stand on equal terms
with the US and Japan in a changing world economy (Hufbauer
1990: Chapter 1; Schwok 1991: Part II; Smith and Woolcock
1993: Chapter 3; Hocking and Smith 1997: Chapters 1-2). As
such, it had not only an economic but also a profoundly political
set of implications, relating to institutions and regulation in the
world economy and to the effective use of market power by the
Community to enhance its world role. The SEA underpinned this
set of aims by making what appeared to be relatively small institu-
tional changes such as the widespread use of qualified majority
voting in the Community legislative process; these changes actually
had a major cumulative effect on the capacity of the EC to make
decisions in vital areas of political economy (Keohane and
Hoffmann 1993). At the same time, the Community completed a
new wave of enlargement with the entry of Spain and Portugal in
1986 to follow that of Greece in 1981. One result of all these
developments was a distinct wave of confidence in the EC and its
institutions during the late 1980s, part of which spilt over into the
aspiration for new measures, specifically economic and monetary
union (EMU) and further development of foreign and security
policy cooperation.

Set against the ‘ring of confidence’ that began to surround the EC
in the late 1980s, US policies and institutions presented a complex
and unstable picture. The massive expenditures and the economic
fluctuations of the early 1980s created an equally large ‘hangover’
in the late 1980s, symbolized best by so-called ‘Black Monday’ in
October 1987, when US stock markets nosedived and created
world-wide uncertainty about the economic future. The Reagan
years had created a very large ‘double deficit’ in the US economy,
affecting both the balance of payments and the federal budget, and
it was not entirely fanciful to see the US as being kept afloat by the
willingness of the Japanese and the European to buy US govern-
ment bonds. Although as noted previously there was a return to
elements of monetary policy coordination from 1985 onwards,
first with the Plaza accords and then in 1987 with the Louvre
agreement, the picture remained one of considerable volatility and
risk. Diplomacy and defence policy under ‘Reagan II’ from 1985
onwards were also a source of uncertainty: continued confronta-
tion with the USSR was accompanied by the initiation of the so-
called ‘Star Wars’ (or Strategic Defence Initiative) programme of
space defence from 1985 onwards, but in 1986 there began a
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process of US-Soviet rapprochement which created the possibility
of substantial nuclear disarmament. Mikhail Gorbachev, the new
Soviet leader, proved open to new and often radical initiatives, but
this was not always a source of reassurance for the Europeans,
many of whom feared US-Soviet friendship as much as they did
confrontation between the superpowers. By the late 1980s, there-
fore, it appeared that issues of trust and risk in EC-US relations
pervaded both the economic and the diplomatic/security spheres
(Allen and Smith 1989).

It was against this backdrop that in 1989 the Berlin Wall was
first breached and then destroyed, with fundamental implications
for the continued existence of the Soviet bloc and the Soviet Union
itself. At one level, this is of course best seen as a profound event in
superpower diplomacy and security policy: the confrontation
between the USSR and the US, which had been heightened by
Reaganite policies, had resulted in the collapse of the Soviet sphere,
politically, militarily and economically. As such, it was bound to
have immediate effects on the relationship between the USA and its
key allies in Europe. But it is clear that the events of 1989-91 were
also profoundly European in their origins and impact. The collapse
of the Soviet bloc, the end of the Soviet Union and the unification
of Germany did not of course see the Americans as bystanders, but
they did give a new focus to the diplomatic and political evolution
of the ‘new Europe’ which was distinct simply from the super-
power game (Allen and Smith 1991-92; Keohane and Hoffmann
1993; Story 1993; Smith and Woolcock 1993: Chapter 1). Another
dimension of the events is also central to the story in this chapter:
the end of the cold war was as much an economic process as it was
a political or military one. Because of this, the EC was thrust
almost immediately to the centre of the process, and remained
there throughout the 1990s. This much was recognised as early as
December 1989 by US Secretary of State James Baker who in a
speech delivered in Berlin called upon the EC to play its full role in
the stabilization of the new Europe through welcoming member-
ship applications from newly liberated countries of central and
eastern Europe (see Box 1.6). The Community was in many
respects unable to live up to the expectations of rapid and compre-
hensive expansion, but the incorporation of East Germany was fol-
lowed by a broad-ranging aid programme for the Central- and
East-European countries (CEECs). While this did not initially come
with the promise of membership, by 1993 a process had begun
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Box 1.6 James Baker on the Role of the
European Community after the cold war

As Europe changes, the instruments for western cooperation have
got to adapt. Working together, it is up to us to design and gener-
ally to put into place what I refer to as a new architecture for this
new era ... The future development of the European Community
will also play a central role in shaping the new Europe ... As
Europe moves toward its goal of a common internal market, and as
its institutions for political and security cooperation evolve, the link
between the United States and the European Community will
become even more important. We want our transatlantic coopera-
tion to keep pace with European integration and with institutional
reform. To this end, we suggest that the United States and the
European Community work together to achieve, whether it is in
treaty or some other form, a significantly strengthened set of institu-
tional and consultative links ... We propose that our discussions
about this idea proceed in parallel with Europe’s efforts to achieve
by 1992 a common internal market, so that plans for US-EC inter-
action would evolve along with changes in the Community. The
United States also encourages the European Community to continue
to expand cooperation with the nations of the east. The promotion
of political and economic reform in the east is a natural vocation for
the European Community ... We see no conflict between the
process of European integration and an expansion of cooperation
between the European Community and its neighbors to the east and
west. Indeed, we believe that the attraction of the European
Community for the countries of the east depends most on its con-
tinued vitality. And the vitality of the Economic Community
depends in turn on its continued commitment to the goal of a united
Europe envisaged by its founders — free, democratic and closely
linked to its North American partners.

Source: Secretary of State James A. Baker III, Address to the Berlin Press Club, 12
December 1989.

which led in 2004 to the entry of eight new CEEC member states
along with Cyprus and Malta, to be followed in 2007 by Bulgaria
and Romania.

The Community was thus earmarked both in the US and in
Europe itself for a major role in what became known as the ‘new
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world order’. Its institutional, financial and political capacity to
play such a role was tested to the limit throughout the 1990s, and
had a fundamental impact both on its internal makeup and on its
international role. Beginning with the Maastricht Treaty of 1991,
and proceeding through the Amsterdam Treaty of 1997 and the
Nice Treaty of 2000 to the unratified Constitutional Treaty of
2004, the European Union (as it became with the implementation
of Maastricht in 1993) was continuously faced with the challenge
of redefining and ‘reinventing’ itself in the face of a rapidly
changing world arena. Part of this challenge was inextricably
bound up with EU-US relations: the EU was seen by many
Americans as playing a major supporting role in the redefinition of
US foreign policy and its attempts to cope with the disappearance
of its superpower rival, as well as forming the basis for a much
expanded economic partnership and rivalry. This perception was
widely but not completely shared in the EU itself, and fed into the
key debates about the EU’s appropriate world role that came to
characterize much of the 1990s and beyond (Forster and Wallace
2000; Niblett and Wallace 2001; K. Smith 2003; Hill and Smith
2005; Bretherton and Vogler 2006). These debates in turn were
greatly sharpened by events both in the European ‘neighbourhood’
and in the wider world during the early and mid-1990s. The Gulf
War of 1990-1 and the series of conflicts in the former Yugoslavia
that erupted in 1991 ran alongside and were intertwined with the
institutional changes in the EU that established a Common Foreign
and Security Policy (CFSP) and then, in the late 1990s, the
European Security and Defence Policy (ESDP). But they also
accompanied the progress of most EU member states towards
Economic and Monetary Union, and the attempts by the Union as
a whole to wrestle with the economic adjustments necessitated by
simultaneous processes of enlargement and domestic economic
management in a globalizing world.

It is basic to an analysis of what happened in EU-US relations
during the 1990s to understand that economics, diplomacy and
security issues were mutually entangled and highly demanding, and
to be aware of the ways in which these issues engaged both the
external policies and the internal politics of the EU and the US
(Haftendorn and Tuschhoff 1993). At the same time as the ‘adver-
sarial partners’ were immersed in processes of self-definition and
adjustment to new realities, they were also locked together in a
number of much more wide-ranging global processes. Among these
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were the negotiations within the GATT for a new global trade
agreement that led in 1993 to the conclusion of the Uruguay
Round, to be followed by a series of key sectoral trade negotiations
and then in the late 1990s by renewed demands for a new global
negotiating round. At the same time, the approach of EMU and the
introduction of the euro as the new single currency for eleven EU
member states fed into the wider need for international monetary
management in a turbulent world, where global conflicts and
global currencies were often closely linked. In all of these
processes, the EU and the US were inevitably at centre-stage, and
were equally inevitably assailed by a mass of domestic and external
demands. Whereas in the economic field, it might plausibly be
claimed that the EU and the US were engaged on equal terms in
key global management processes, this was not the picture in
global diplomacy and security policy, despite the progress made in
the EU towards foreign and defence policy coordination during the
late 1990s (Featherstone and Ginsberg 1993; Peterson 1996b; M.
Smith 1998; Howorth 2003; Smith and Steffenson 20035; see also
Chapter 9 below).

Around these shifting EU-US relations, there grew up during the
1990s a network of institutional arrangements that for some
achieved the status of ‘transatlantic governance’ (Philippart and
Winand 2001; Pollack and Shaffer 2001; Petersmann and Pollack
2003; Steffenson 2005: Chapters 1, 2) . In 1990, the EC, its
member states and the US signed the Transatlantic Declaration
(TAD) which set out in very general terms the needs for intensified
consultation and cooperation. In December 19935, the EU and the
US signed the New Transatlantic Agenda (NTA), which set out in
more detail the mechanisms of cooperation and specified a wide
range of areas for ‘joint action’, including the creation of a New
Transatlantic Marketplace (NTM). Alongside the NTA was created
a series of transatlantic dialogues, for business, for legislators, for
trades unions and for others in specific sectors such as environ-
mental cooperation. And in 1998 the EU and the US concluded a
more focused agreement for a Transatlantic Economic Partnership,
designed to create concrete mechanisms for mutual recognition and
other policy initiatives. By the end of the 1990s, therefore, there
had been created a wide-ranging set of institutions and mechanisms
for communication and consultation, especially in economic and
social policy matters, that seemed to set the framework for new
processes of cooperation across the Atlantic.

-
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These frameworks — and the very foundations of EU-US coopera-
tion — came under intense and sustained pressure in the early years
of the new millennium. While there had been tensions and disputes
during the 1990s, in areas as diverse as conflict in the former
Yugoslavia, global environmental policies and global currency man-
agement, these seemed to have been largely contained. After the
election of George W. Bush as US president in November 2000, ten-
sions were ratcheted up by a series of policy initiatives from
Washington that seemed to express a new unilateralism and a will-
ingness to disregard existing international commitments in the cause
of US national security (Peterson and Pollack 2003; Gordon and
Shapiro 2004; M. Smith 2004; Andrews 2005; M. Smith 2005a).
These initiatives were such as to link together the economic, the
diplomatic and the security aspects of international policies, and as
such they directly attacked some central assumptions of EU-US
relations, at a time when the EU was preoccupied with the imple-
mentation of EMU, the continuing attempt to reform the European
institutions and the wide-ranging challenge of enlargement. They
were greatly intensified in the aftermath of the terrorist attacks
which Islamists associated with the Al-Qaeda network carried out
on the US on 11 September 2001, by the subsequent US declaration
of a global ‘war on terror’ and by the attack on Iraq in spring 2003.
For some commentators, this expressed a radical new attack on the
foundations of the transatlantic system and presaged its possible
dissolution (Lieven 2002, Lindstrom 2003; Peterson 2004a, 2005;
Pond 2004). Alongside the military and security challenges this
posed to EU-US relations, there went a series of tensions and
recriminations in new or newly-politicized policy areas such as
those of human rights and the environment, and an intensification
of disputes and differences in global trade and development policies.
At the same time, however, there was an expansion of EU-US coop-
eration in areas of ‘soft security’ relating to the challenge of ter-
rorism, and a continuation of day-to-day economic cooperation
(alongside continuing disputes) in the context of a wide range of
bilateral and multilateral institutions (Petersmann and Pollack
2003; Dannreuther and Peterson 2006; Rees 2006). Thus although
during the later years of the George W. Bush presidency, after his
re-election in November 2004, it was possible to discern a new flex-
ibility and willingness to cooperate in US policies, there is no doubt
that during the previous five years the EU-US ‘partnership’ had
been shaken to its core (Zabarowski 2006a).
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Overview and conclusion

This chapter has set out to provide a broad understanding of the
historical forces and current pressures that have shaped the rela-
tionship between European integration and the United States. A
number of key phases have been used as the means of organizing
what is a complex and often strongly debated historical process,
leading to the following overall conclusions:

e First, the ‘foundation’ period between 1945 and the late 1950s
put in place many policies, institutions and practices of which
the traces can still be seen, and raised questions about the oper-
ation of the transatlantic relationship that remain key to its
development.

e Second, during the 1960s a series of tensions emerged within
transatlantic relations as the European Communities grew and
as the focus of power and interests within the system was con-
tested from a variety of sources.

e Third, between 1971 and the mid-1980s there was a continued
process of change, in which relationships were intensified but
also conflicted, and during which the impact of external forces
from the world arena became more apparent.

e Finally, between the mid-1980s and the present, the coming
together of radical international changes with intensified
change in the European integration process and significant fluc-
tuations in US policy has created a process of substantial trans-
formation, which is unfinished yet profoundly important both

for the EU and for the US.

It is thus important to remember that many of the tensions and
pressures that came to a head in 2000-4 had been fermenting since
the end of the cold war and the radical changes of the early 1990s.
In turn, many of the issues on which attention focused in the 1990s
can be seen as radically intensified versions of issues that had been
characteristic of transatlantic relations since the early days, and
which give rise to the central theme of this book: competition and
convergence. Much of the rest of this book is dedicated to the sys-
tematic exploration of the ways in which these pressures and ten-
sions have been defined, analysed, managed and - in some cases —
mismanaged, but this chapter has attempted to set out the broad
historical sweep of the evolution of transatlantic relations as the

-
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backdrop against which this exploration can be set. In the next
chapter, we will look successively at the components, the structure
and the functioning of what can be conceptualized as the ‘Euro-
American system’, as a means of further setting the scene for
detailed policy analysis.
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