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Extending the scope of markets always creates externalities, many of which are negative. Depending on the balance of political
power and economic advantage, some of these might be ignored, some might be dealt with by further marketization, but there
will always be some that call out for non-market intervention. Paradoxically therefore, the extension of markets will often be
associated with the extension of regulation or other forms of public policy. Contemporary neoliberal orthodoxy threatens in
general the potentially benign combinations and compromises that can flow from this paradox. Within the European Union the
possibilities of achieving such outcomes is weakened further by an emerging division of labour that increasingly gives a market-
making mandate to European institutions, leaving any compensatory measures to nation states. The cause of European
integration is then itself further weakened by this division of labour. This combination of Polanyian and Scharpfian reasoning will
be applied to recent developments in EU policy in the labour and social fields.
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