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T E N  Y E A R S  E E C  

Many Problems, in spite of Progress Made 
by Dr Heinz Commer, Bonn 

T he tenth anniversary of the European Economic 
Community is a suitable occasion for pointing out 

that the Common Market has wrought different effects 
and yielded various benefits to different partner 
countries. Fundamental to the formation of the EEC 
was the reconciliation between the Federal Republic 
of Germany and France. Western Germany took as 
its point of departure the fact that France has the 
most important farming community within the Com- 
mon Market and therefore will profit most from 
European economic integration in the field of agri- 
culture. France, on the other hand, accepted the fact 
that West Germany is the most important industrialised 
area within the Community, and thus would reap 
great advantages from the large and unified industrial 
market of the EEC. The actual results ol building the 
Common Market provide ample justification for this 
basic understanding between Germany and France. 
Indeed, France has registered big gains for its farmers, 
whereas the main boon for Germany, but also for 
others, flowing from the Community is for the 
country's industries. However, without an additional 
observation, the picture would be incomplete: all the 
EEC members have benefited from its formation, as 
is shown by trade developments inside the Common 
Market between 1958 and 1966: total growth, since 
the former year, was 240 per cent for exchanges of 
goods among the Six, which means that the volume of 
trade within the EEC has more than trebled. 

Different Points of Departure for Each of the Six 

Karl Marx has stated that philosophers have always 
tried to interpret the world differently, and this being 
pointless, it was important to change the state of the 
world. Thus, ten years after the birth of the EEC, it 
would be very much to the point to ask what economic 
changes have been caused by European economic 
integration. To find an answer, it will be necessary 
to indicate the differences in industrial development 
that had been reached by each of the six signatory 
states of the Treaty of Rome, when they did sign it. 

West Germany's industry had suffered substantial 
destruction, after which it had been modernised and 
therefore became highly efficient. The Federal Govern- 
ment, through early liberalisation of imports and 
unilateral cutting of tariffs, trained German industry 
for international competition. However, the equipment 
of German industry with capital funds of its own 
frequently remained unsatisfactory. 

French industry, on the other hand, in many cases 
excelled through high technological specialisation. It 
was much protected against foreign competition 
through the French government's neo-mercantilism. It 
did not happen before the end of the 'fifties that a 
sharper wind of competition was permitted to touch 
the French manufacturers, but even then, French 
industrial development was largely given planned 
direction through "planification". 

Italian industry registers high performance in indi- 
vidual fields. In some cases, this high-grade achieve- 
ment was the result of industrialising derelict areas. 
However, also these industries were often coddled 
through a high wall of protectionism and special 
regulations. 

On the other hand, the Benelux area's industries are 
similar to their German counterparts, in their high 
technological evolution, though they are of smaller 
scope. These industries have been generally brought 
up to compete internationally. 

It was certainly more difficult for the industries of 
France and Italy than for those of Germany and the 
Benelux countries to face competition without being 
protected by tariffs and quantitative restrictions. 
However, entering a market that was quickly being 
divested of all national tariff and quota protection 
meant certainly jumping into cold water for all con- 
cerned, though the southerners and westerners may 
have felt the coldness of the medium in which they 
had to swim more acutely than the northerners. An 
additional burden to be carried by French and Italian 
industry was the considerable reduction in tariff 
protection against competition by non-Community 
countries. For a great number of products, disman- 
tling much of the tariff walls surrounding them pre- 
viously, down to a common Community tariff, in the 
long run has meant reducing the former protection 
by half. But even in the Federal Republic, critics 
could be heard who pointed to the unsatisfactory 
way in which some partner states have dealt with 
their national preference systems, and asserted that 
only Germany operated the rules and regulations of 
the Common Market honestly on its territory. Yet, 
it should have been clear from the outset that the 
goal of absolute equality in starting, in spite of every 
effort being made for harmonising the conditions 
under which to compete, was an unrealistic utopia. 
The big inertia of administrative systems and rules 
permits only a very gradual demolition of all existing 
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trade distor t ions.  The  task  of the  bus iness  communi ty ,  
therefore ,  is to p r o v e  i tself  capab le  of su rv iv ing  
successful ly  du r ing  the  per iod  of t rans i t ion .  

Effects of Economic integration 

After  one d e c a d e  of l iv ing  in the  Common Market ,  
the  main  ques t ion  is how successful  were  the  indi- 
v idual  na t ions  in  acc l imat is ing  themse lves  to inte-  
gration. 

t t  mus t  be  basic  to a n y  inves t iga t ion  of this  p rob lem 
tha t  the  economic  merge r  p l anned  by  the  Six rad ia tes  
energ ies  which can  t r ans fo rm only  s lowly  the  differ- 
ent  s t ruc tures  of na t iona l  p roduc t ion  tha t  h a v e  grown 
in centur ies ,  t he  d i f fe ren t  consumpt ion  habi ts ,  and 
es tab l i shed  t r ade  re la t ions .  The  c o n s e r v a t i v e  we igh t  
of social  iner t ia ,  in Europe wi th  its deep na t iona l  
c leavages  and  id iosyncras ies ,  must  be  assessed  as 
espec ia l ly  ponderous .  Nor  must  it be  forgot ten  tha t  
we are  still  far from the  end  of u l t imate ly  achieving 
the  a ims of the  EEC Treaty .  True, the  tariff  ba r r ie r s  
be tween  the  Six are  no longer  high,  and t hey  will  
d i sappea r  comple te ly  /by Jul i  1, 1968, bu t  in m a n y  
impor tan t  respects ,  the  condi t ions  h a v e  not  ye t  been  
crea ted  for a r r iv ing  at common economic  policy, for 
ins tance  s t anda rd i sed  fiscal, taxat ion,  cyclical,  cur- 
rency,  t rade,  and  t r anspo r t  policies.  There  is no doubt  
tha t  this  acts  as a b r a k e  upon  in tegra t ion ,  which grows 
more  and  more  not iceably ,  the  c loser  the  Common 
Marke t  comes  to i ts complet ion.  

Al lowing  ~or this  b r ak i ng  effect, i t  is h igh ly  as tonish-  
ing how conspicuous  a re  the  resul t s  of European  
economic  i n t eg ra t i on  in so m a n y  areas.  The most  
surpr is ing  impress ion  is lef t  by  the  spec tacu la r  r ise 
of t rade b e t w e e n  the  m e m b e r  s ta tes  of the  Communi ty .  

Emanations to the Outside World 

The EEC's example  also p roves  tha t  economic  inte-  
g ra t ion  does  no t  necessa r i ly  m e a n  tha t  the  in t eg ra t ed  
area  will  cut  i tself  off more  t ho rough ly  from the  
outs ide  world.  Qui te  the  reverse :  a communi ty  of the  
type  of the  Common M a r k e t  seems to become  a cen t re  
of economic  ac t iv i ty  which rad ia tes  its en l iven ing  

inf luences  also towards  count r ies  tha t  h a v e  not  become  
members  of the  Communi ty .  This  will be suggested,  

at  any  rate,  b y  a compar i son  of the  d i f fe rent  g rowth  
ra tes  of overa l l  world  t r ade  wi th  those  s h o w n  by  
t rade  ca r r ied  on  b e t w e e n  the  EEC and  non-EEC 

countr ies .  Overa l l  g rowth  of i n t e rna t iona l  t rade  did 
not  reach more  t han  50 pe r  cent  b e t w e e n  1958 and 

1964, bu t  the  vo lume of exchanges  b e t w e e n  the  

European  Common M a r k e t  a rea  and  all the  outs ide  

count r ies  had  m e a n w h i l e  inc reased  b y  59 per  cent.  

In this  context ,  it is also in te res t ing  to ana lyse  the  

t rade  be tween  the  EEC and  the  EFTA, which showed  

a I00 per  cent  g rowth  up to the  end of 1966. At  the  

r isk of en te r ing  the  field of speculat ion,  it m a y  per-  

haps  be  surmised  t ha t  the  ra te  of g rowth  of t r ade  

b e t w e e n  the  two economic  blocs,  which is r e l a t ive ly  

h igher  t han  the  overa l l  expans ion  of in t e rna t iona l  

t rade,  is pushed  up by  the  s t rong  forces of in t eg ra t ion  
opera t ing  in the  two economic  areas,  w h e r e  they  do 
no t  foster  inc reased  se l f - re l iance  bu t  def lect  the  ex-  
pans ive  energies ,  t h o u g h  t h e y  m a y  be  s l ight ly  
w e a k e n e d  in the  outs ide  world,  in  an  ou tward  direct ion.  
This  does not  m e a n  tha t  the  f requen t ly  vo iced  fears  
lest  the  EEC and  the  EFTA might  g radua l ly  m o v e  
a long  d iverg ing  pa ths  a re  w i thou t  any  subs tance .  
The on ly  fact which we can  unde r l ine  is that ,  fortu- 
na te ly ,  these  fears  h a v e  not  ye t  had  t ime to mater ia l ise .  

Trade and Economic Growth 

There  is close i n t e r d e p e n d e n c e  b e t w e e n  the  speed of 
mutua l  and  outs ide  t r ade  car r ied  on  by  the  EEC 
countr ies ,  on  the  one  hand ,  and  v igorous  economic  
g rowth  tha t  takes  p lace  at  the  same time, on the  
o ther  hand.  Emphasis  upon  this  connec t ion  is also 
p laced  b y  a s tudy  pub l i shed  by  the  Uni ted  Na t ions  
on W o r l d  Economic Deve lopmen t s  in 1964. The repor t  
s ta tes  tha t  i n t e rna t iona l  t rade  has  r ecen t ly  been  one  
of the  most  :dynamic e lements  of economic  growth.  It 
appea r s  on ly  jus t i f ied  to add to this  obse rva t ion  the  
r e m a r k  tha t  a n  e x p a n s i v e  fore ign t rade  will no t  on ly  
cause  fast  economic  g rowth  but  that ,  converse ly ,  
economic  g rowth  also pushes  up the  level  of inter-  
na t iona l  t rade.  Vigorous  economic  g rowth  in the  EEC 
has  also led to a cons iderab le  r ise  in  popu la r  spend-  
ing power  for la rge  numbers .  Earned  income of 
peop le  in d e p e n d e n t  employment ,  for example ,  has  
inc reased  in the  per iod  1958-64 by  abou t  62 pe r  cent .  
Al lowing  for r i s ing consumer  goods prices,  th is  still  
means  an  inc rease  in pe r sona l  income, in real  terms, 
by  50 per  cent.  Such h igh  spend ing  power  will  a t t r ac t  
g rowing  and more  d ivers i f ied  suppl ies  of p roduc t s  
from all  the  corners  of the  world.  This  is no t  the  leas t  
impor t an t  of the  causes  for a r e l a t ive ly  fas te r  g rowth  
of EEC imports,  as aga ins t  i ts  expor t s  to the  outs ide  
world.  Up to now, impor t  t rade  of the  EEC has  ex- 
p a n d e d  b y  190 per  cent, aga ins t  a r ise in  expor t s  by  
only  85 per  cent.  

To give more  de ta i l  to this  genera l  survey,  some 
examples  will now be  discussed which h igh l igh t  
ce r ta in  ad jus tmen t  p rob lems  c rea ted  by  a d v a n c i n g  
in t eg ra t ion  of ce r ta in  reg ions  and  branches  of Euro- 
pean  product ion.  

European Farming Tends towards Autarky 

In all the  count r ies  of the  world,  one of the  branches  
of the  economy  whose  re la t ive  we igh t  is d imin i sh ing  
is farming. This d o w n w a r d  t r end  causes  pa r t i cu la r  
diff icult ies for the  farmers.  Agr i cu l tu re  in  the  Common 
Marke t  count r ies  is no t  exempt  from this  deve lop-  
ment .  Farmers  are  work ing  unde r  cons t an t  p ressu re  

to ad jus t  t hemse lves  to a changing  economic  struc-  
ture,  so tha t  they  m a y  keep  in step wi th  the  deve lop-  
men t  of income in o ther  economic  sectors.  In the  
Common Market ,  moreover ,  th is  s t ruc tu ra l  change  is 
combined  with,  and  pa r t i a l ly  m a r k e d  by, ad ju s tmen t s  
requ i red  b y  European  economic  in tegra t ion .  A t  first  
glance,  i t  c an  na tu r a l l y  be  s een  tha t  the  fa rmers  of 
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t he  EEC are  prof i t ing  in a s imilar  way  as o ther  sec- 
tors  of the  econom y  from the  fact  of v igorous  

economic  growth,  which is l ead ing  to a cons iderab le  
r ise in mass  incomes.  In par t icular ,  t he re  is growing 
demand  for p rocessed  h igh -g rade  foodstuffs, which 
causes  an inc reas ing  t u rnove r  of farm produce.  The  
re la t ive  sha re  which the  d i f fe rent  na t iona l  agr icu l tures  
can  claim of this  new m a r k e t  is to be  de te rmined  by  
the  common European  agr icul tura l  marke t  which, for 
the  first  time, will offer equal  oppor tun i t i es  and  equal  
access  to all the farmers  of the  Communi ty  ma in ly  
on the basis  of thei r  na tu ra l  compet i t ive  powers  and 
weaknesses .  

The de te rmina t ion  of F rend l  farming to expand,  
however ,  affects the  interesLs of t rad i t iona l  expor te rs  
of farming produce  in ove r seas  count r ies  even  more 
t h a n  those  of France ' s  compet i tors  in the  o ther  EEC 
countr ies .  F rance  would  l ike to supplan t  these  im- 
por t s  to the  Common Market .  O n e  of the first s igns 
for  tens ions  set up by  these  modif ica t ions  of t rad i t ional  
t rade  l inks was the  so-cal led "broi le r  chicken war"  
be tween  the  Uni ted  States  and  the  EEC. Sharp  pro- 
tests, which the  US voiced  at the  time, were  not  so 
much caused by  the  t rend  towards  dec l in ing  Amer i can  
pou l t ry  exports,  which a re  r e l a t ive ly  u n i m p o r t a n t  to 
Wash ing ton ,  but  ma in ly  by  the  app rehens ion  lest  
F rance  wan t s  to eng inee r  a reduc t ion  of gra in  de- 
l iver ies  from the  US to the  EEC. The Amer i can  
a t t i tude  is e a sy  to unde r s t and  w h e n  we consider  tha t  
abou t  75 per  cent  of all Amer i can  food expor ts  con-  
sist  of gra in  and  gra in  products ,  and  tha t  the Common 
M a r k e t  area  absorbs  a lmost  exac t ly  half  of all 
A m e r i c a n  farming expor t s  to Europe. 

Wi thou t  going more  deep ly  into the  problems of 
o the r  non-EEC countr ies ,  e.g. Denmark ,  which has  to 
f ight  keen ly  for its sha re  in the  Common European  
Marke t  for farm products ,  it m a y  be s ta ted  tha t  
e s t ab l i sh ing  a European  Farming  Communi ty ,  in con- 
t ras t  to all the  o ther  sectors  of the  EEC, has  called 
for th  cer ta in  t rends  towards  autarky ,  which could not  
be seen  from the  overa l l  f igures abou t  foreign t rade  
quo ted  above.  

The Need for Bigger Industrial Enterprises 

Before European economic integration started, even 

large concerns of European industry in various coun- 

tries of the EEC, with a few exceptions, were just 

as big 'as was possible within the framework of their 

national markets. As trade barriers between the six 

nations are dismantled, it appears with increasing 

clarity that these concerns are too small. It takes 

considerable time till such groups are growing into 

the framework of the Common Market, measured by 

their turnover, capital funds, and labour forces. As 

things are, they are still inferior in competitive 

power to their American rivals. The extent of the gap 

existing here comes out with glaring impressiveness 

in a comparison between companies with the largest 

annual turnover. Taking the thirty companies with 

the  la rges t  t u rnove r  f igures in  the  en t i re  wes te rn  

Asbestos Cement 
Pressure 
Pipes 
For Water and Sewerage 
Pipelines, Nominal Diameter 
50-1,200 millimetres (approx. 
2-48"),Unit Length 4-5 metres 
(approx. 13-16 ft.), Working 
pressure 3-16 kgs/sq.cm 
(42.7-227,6 Ibs/sq.in.) 

Eternlt Aktlengesellschaft. Hamburg 36. BlelchenbrgckelO 
Telephone 34 04 67.Telex:021-2265 .Telegrammes: Eternit Hamburg 
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world,  we find only  four of them located in the  EEC 
area,  but  23 in the  Uni ted  States.  The p ic ture  is not  
much different  w h e n  all firms with an  annua l  t u rnove r  
of more  than  $ 1,000 mil l ion are  listed. Turn ing  
over  at  leas t  $ 1,000 mil l ion are no fewer  then  
55 companies  in the  Uni ted  States,  but  only  13 com- 
panies  domici led  in the  EEC. The b igges t  G e r m a n  
company  is on ly  27th on the  list, and the  la rges t  
French en te rp r i se  comes 68th. In v i ew  of the  vas t  
d i f ference in size, i t  is no t  surpr i s ing  tha t  A m e r i c a n  
companies  h a v e  been  able  to occupy a s t rong posi t ion 
inside the  European  Common  Market .  

Most  of the  impor tan t  US groups  do not  confine the i r  
European  ac t iv i t ies  to supply ing  c l ients  in the  Com- 
mon  M a r k e t  bu t  more  and more  of them open up 
p roduc t ion  p lan t s  in one or the  o ther  of the  EEC 
countr ies ,  or t hey  acquire  an in te res t  in exis t ing  
European  companies .  The Amer icans  h a v e  inves ted  
in all the  EEC countr ies .  

A s tudy  compiled by  the  German  Federa l  Bank gives 
an  impress ion  of the  order  which the  to ta ls  of these  
A m e r i c a n  e n g a g e m e n t s  in the  EEC have  a l r eady  
reached. ~ Accord ing  to these  es t imates ,  15.9 per  cent  
of the  capi ta l  ves ted  in all the  German  bus iness  cor- 
pora t ions  was fo re ign-owned  by  the end  of 1964. Of 
this  fore ign slice, 34 per  cen t  were  US-owned.  This  
means  tha t  A m e r i c a n  sha reho lde r s  own 5.4 per  cen t  
of the  equ i ty  of German  joint-stock companies  and 
p r iva te  l imited companies  (the German  terms are: 
AG's  and GmbH's) .  Especial ly  in France,  whe re  
A m e r i c a n  i nves tmen t s  had  reached about  the  same 
level  in  1964 as in the  Federa l  Republic,  people  h a v e  
begun  to wor ry  abou t  Ualienation" of the  French 
economy.  This seems to make  l i t t le  sense  in v iew of 
the modes t  overa l l  vo lume of A m e r i c a n  i nves tmen t s  
in the  Old World,  but  i t  must  not  be  over looked  tha t  
capi ta l  outf low from the  Uni ted  States  has  been  
concen t r a t i ng  on a few g rowth  indus t r ies  as its 
targets .  These  are  the oil industry,  au tomot ive  con- 
s t ruct ion,  eng ineer ing ,  i n s t rumen t  making,  scient if ic  
optical  equipment ,  iron, shee t  meta l  and meta l  manu-  
factures,  rubber ,  chemicals,  e lectr ical  engineer ing ,  
papermaking ,  food process ing,  soft drinks,  and 
tobacco  products .  

The Desired Economic Union 

Our brief  su rvey  of na t iona l  economies  and  indiv idual  

bus inesses  acc l imat is ing  themse lves  to the  European  

Economic Communi ty  makes  i t  a b u n d a n t l y  c lear  tha t  

the d i s tance  t r ave l l ed  has  been  marked  by  m a n y  

successes.  I be l i eve  the  sures t  s ign of the EEC be ing  

successful  and h a v i n g  become  a t t r ac t ive  is the  fact  

tha t  m a n y  impor t an t  European,  Nor th  African,  and  

Middle  Eas tern  count r ies  h a v e  made  up the i r  minds  
on ly  a shor t  t ime ago to seek  associa t ion  with, or 
en t ry  to, the  Communi ty .  It is not  only  the  UK, but  
also Austr ia ,  Denmark ,  Norway,  Sweden  and  Eire, 

1 cf. a l so :  "Should  A m e r i c a n  I n v e s t m e n t  in the  Common  M a r k e t  
be C o n d e m n e d  or  Encouraged?"  by  Bernd  M u I d a u ;  No.  7, 
Vol.  I, 1966, p. i l ,  of In t e reconomics .  

who would l ike to join, and  Switzer land,  Spain, t h e  
s ta tes  of the  Afr ican  Maghreb ,  and  Israel,  who  in tend  
to forge ins t i tu t iona l  l inks wi th  the  Common Marke t .  
However ,  the  big economic  successes  of the  EEC mus t  
not  b l ind our  eyes  to the  fact  that ,  in  spi te  of s t r e n u o u s  
efforts  made  by the  EEC Commission,  v e r y  m a n y  
problems  h a v e  not  been  solved.  Most  of them come  
unde r  the  head ing  of the  des i red  economic  union.  
A p a r t  from the  objec t  of bui ld ing  a common European  
t rade  and  t r anspor t  policy,  the re  h a v e  r ema ined  
mul t i tud inous  unso lved  problems,  a few of which can  
be named  here  as pa r t i cu la r ly  impor tan t :  

[ ]  the  unif icat ion,  or ha rmonisa t ion ,  of r e v e n u e  and  
tariff  legis la t ion  and  fiscal adminis t ra t ion ;  c lear ing  
a w a y  all the r ema in ing  obs tac les  h inde r ing  free  in t ra-  
communi ty  t rade,  of which these  are  of pa r t i cu la r  
impor tance :  differ ing technical  regula t ions ,  and  the  
abol i t ion  of f ront ier  controls .  

El the  e l imina t ion  of na t iona l  bounda r i e s  affect ing 
t u rnove r  taxes  and fiscal consumpt ion  taxes;  the  
ha rmon i sa t i on  of the  systems,  and  la te r  of the  ra tes  
of t u rnove r  taxat ion.  The first  few mon ths  of 1967 
h a v e  seen  s igni f icant  p rogress  be ing  made  in ha rmo-  
n is ing the  different  t axa t ion  systems.  A n u m b e r  of 
consumpt ion  taxes  will be  abso rbed  by  the  genera l  
tax on the  va lue  added, o thers  will  h a v e  to be ha rmo-  
nised, end  the ba lance  is on ly  of l imited impor t ance  
and may  therefore  con t inue  to opera te  wi thou t  be ing  
harmonised .  

[ ]  l ibe ra l i sa t ion  of the  m o v e m e n t  of capital ,  as pre-  
scr ibed by  the  Treaty,  is l agging  b e h i n d  p rogress  
achieved by  the  Communi ty  in o the r  fields. Some 
years  ago, the  EEC Commiss ion  passed  a draf t  for 
i ssuing the  Thi rd  Guide l ine  on l ibera l i s ing  capi ta l  
movement ,  hut  the  EEC Counci l  has  done no th ing  
so far abou t  adopt ing  it. 

Political Integration 

Even opt imists  will not  d e n y  tha t  pol i t ical  p rogress  
of the  EEC is lacking, the  Communi ty  r emain ing  far 
be low the  expec ta t ions  ha rbou red  by  the  fa thers  of 
its Treaty.  As  will be remembered ,  the  au thors  of 
the  T rea ty  of Rome saw the  EEC as the  f o r e r u n n e r  
and t ra i lb lazer  of pol i t ical  un i ty  wi th in  the  t h r e e  
European  communit ies .  Almos t  no th ing  of this  has  b e e n  
achieved.  On the  con t ra ry :  some of the  pa r tne r s  har-  
bour  d iamet r i ca l ly  opposed not ions ,  espec ia l ly  abou t  
the i r  re la t ions  wi th  the  Uni ted  States,  and  h a v e  
a lways  done  so before,  and  after, in tegra t ion .  How 
l i t t le  pol i t ical  power  is wie lded  b y  the  EEC b e c a m e  

a b u n d a n t l y  c lear  dur ing  the  r ecen t  crisis in the  Middle  
East. 

Europe has  v i r tua l ly  ceased  to p l ay  a par t  in  in ter -  
na t iona l  politics.  Respons ib le  s t a t e s m e n  and poli-  

t ic ians  might  be  p rompted  by  this  loss of inf luence  to 
make  has te  in fill ing the  power  vacuum.  On ly  af te r  

this  has  been  achieved, we m a y  admit  t ha t  i n t eg ra t i on  
has  become  the  most  successful  European  e x p e r i m e n t  

af ter  the  second wor ld  war  not  on ly  economica l ly  bu t  
also poli t ical ly.  
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