ECOMNZTOR

Make Your Publications Visible.

A Service of

ﬂ I I I Leibniz-Informationszentrum
° Wirtschaft
o B Leibniz Information Centre
h for Economics

Kebschull, Dietrich; Bethke, Volker; Schams, Rasul

Article — Digitized Version

Germany in the enlarged common market

Intereconomics

Suggested Citation: Kebschull, Dietrich; Bethke, Volker; Schams, Rasul (1971) : Germany in the
enlarged common market, Intereconomics, ISSN 0020-5346, Verlag Weltarchiv, Hamburg, Vol. 06,

Iss. 10, pp. 299-303,
https://doi.org/10.1007/BF02929127

This Version is available at:
https://hdl.handle.net/10419/138534

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,

gelten abweichend von diesen Nutzungsbedingungen die in der dort

genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1007/BF02929127%0A
https://hdl.handle.net/10419/138534
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

FORUM

United States, Australia and New
Zealand. The latest White Paper
estimates of Britain’s prospec-
tive contributions to the Com-
mon Market's agricultural fund
are based on the narrowed gap
between Community and world
producer prices for feed and
foodstuffs. While the Govern-
ment and some economists,
notably T. E. Josling, argue that
the gap will steady or narrow
still further, agricultural traders
expect the gap to widen again
as normal or bumper outputs
are resumed in agricultural pro-
ducing countries.

At any rate, the White Paper
estimates Britain’s net budgetary
contributions at £ 100 mn rising
to £200 mn in 1977; and the
Whitehall estimate for afterwards

is £ 300 mn or more. The White
Paper adds another £50 mn a
year after the transition period
for the higher cost of food im-
ports.

Balance-of-Payments Cost

On current account, the bal-
ance-of-payments cost could
well be in the region of the
frequently quoted Whitehall fig-
ure of £500 mn, which is ac-
ceptable to those who are con-
fident about the dynamic bene-
fits of Common Market member-
ship. But the possible effects of
economies of scale, greater
specialisation and keener com-
petition will not be felt in the
transition period. It cannot be
said, however, that the short-run
costs are insurmountable and,

in the last resort, they can al-
ways be passed on.

In the final analysis, therefore,
the effect on the United King-
dom, with its world-wide trading
and investment interests, of join-
ing the European Community
depends greatly on what hap-
pens in a global context. It is
vital, as the recent dollar crisis
has underlined, that the enlarge-
ment of the European Com-
munity should be followed by
multilateral trade negotiations,
bold and imaginative enough to
counter the protectionist trends
that are developing all round the
world ',

16 On this theme, see H. Corbet,
“Global Challenge for Commercial Diplo-
macy“, Pacific Community, Tokyo, Oc-
tober, 1971, where the free trade treaty
proposal is discussed in the light of the
European Community’s enlargement.

Germany in the Enlarged Common Market

by Dr Dietrich Kebschull, Volker Bethke, Rasul Schams, Hamburg

he agreements of Luxem-

burg have brought a positive
end to the discussions on Great
Britain’s accession to the EEC,
which had lasted for years. On
July 7, the British Government
submitted a White Paper, which
—basing on these agreements—
evaluates the effects of an EEC-
membership for Britain. Although
no detailed quantification as in
the White Paper of 1970 can be
found, the paper gives data on
costs and benefits of this step.

Even this rough evaluation is
missing up to now for particular
EEC members — a fact, which
may have its roots in the pre-
dominating advantages. Britain’s
joining has without doubt also
for the Federal Republic of Ger-
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many repercussions, which touch
the field of domestic as well as
economic policy.

Strengthening
of the European ldea

For the Federal Republic in
particular the political shift of
emphasis emerging from an
enlargement of the EEC can be
significant. This is true for the
situation within the EEC as well
as its position vis-a-vis the out-
side.

Within the EEC, Germany has
up to now—despite its econom-
ically leading role—been re-
garded as a political junior
partner of France. An enlarged
community, in which France,
Britain, Italy and Germany have

a balanced position, offers the
chance to change this. The na-
tional interests, being excessive
in the EEC, could perhaps be
pushed back and the “European”
idea could be strengthened.

For the Federal Republic and
its policy this means, on the one
hand, additional political scope,
but, on the other hand, the pos-
sibilities of conflicts grow. Par-
ticularly under the aspect of an
independent foreign policy out-
side the Community, Britain's
membership will be welcomed
by Germany. This applies above
all to the special relationship to
the USA, which was often the
root of economic and political
tensions. West Germany fre-
quently carried out plans—with

299



FORUM

or without the support of the
smaller partners—which were op-
posed by France (e.g. in the
field of monetary policy or trade
policy). Due to the similarity of
the political and economic rela-
tions of Britain and Germany
with the USA, the joining could
give the opportunity in many
cases to enforce Germany’s in-
terests much better.

At the moment their “Ost-
politik" is of particular impor-
tance for the Germans. As an
enlarged EEC will be politically
stronger and therefore respect-
ed, not only a better adjustment
inside the EEC, but also a more
intensive adjustment in the field
of EEC-consultations with the
Western allies should be pos-
sible.

Apart from the political shifts,
which shouid be initiated by the
agreements of Luxemburg and
which in Bonn have been de-
scribed very solemnly (Brandt:
historical hour, Hallstein: his-
torical event), Britain’s member-
ship will lead to economic
changes in Germany, which can
be described much more clearly
and can be considered more
realistically.

FRG-EEC Relations Untouched

When judging the question,
how these changes will in-
fluence the West German econ-
omy, one must consider the fact
that today the FRG is to a high
degree integrated in the EEC. In
the economic sector, Britain’s
accession will bring no funda-
mental change in the relation of
the Federal Republic with the
EEC. This can already be de-
duced from the intention to per-
form the joining so smoothly
that the advances hitherto
reached in the Community will
not be disturbed.

The most important agreement
in connection with Britain’s ac-
cession—as far as it touches
Germany's interests—is the ques-
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tion of financing the common
household. A significant change
in the burden must not neces-
sarily be expected for Germany.
True, the expenditure for inter-
ventions in the EEC domestic
market, for subsidies for agri-
culture and for the refund for
exports to third countries would
increase’. On the other hand,
the financing of structural mea-
sures in the case of a joining
will have to be intensified. This
item will however burden mainly
those members with the greatest
progress in production, which
means also Britain! The rate of
contribution of 19.99 p.c. for
Britain, agreed on for the first
year, which by 1975 will rise to
20.56 p.c. and the expected join-
ing of the remaining three can-
didates would make correspond-
ing decline of the rates of the
present members possible. In
the long run, this would bring a
certain relief.

Intensified Specialisation
and Division of Labour

But during the period of
transition Great Britain is not
forced to pay the total sum to
the common budget. The transi-
tional measures provide a reduc-
tion of the actual rate to 8.64 p.c.
(instead of about 20) in the first
year and an increase by 1977 to
18.92 p.c. 2 If one also considers
that similar transitional agree-
ments have been made with
other candidates, the change of
burden in favour of the FRG
will nevertheless at first be very
small.

Althoughnosignificantchanges
regarding the regulations on the
relation of the Federal Republic
with the EEC can be expected,
the German economy may in-
directly benetfit from some of the
advantages of Britain’s acces-
sion to the EEC. It is for instance

1 See Stellungnahme der Kommission an
den Rat zu den Beitrittsgesuchen (Memo-
randum of the Commission to the Council
Concerning the Entry Applications), Octo-
ber 1969, p. 86.

guaranteed, that by the joining
the process of specialisation and
division of labour, which within
the Community is still in pro-
gress, will be intensified and
will get new impulses in an
enlarged Community. Beside
these general growth effects (the
opening effects of any integra-
tion), which can bardly be
quantified, there are those ad-
vantages emerging from a more
advanced British technology.

The possibilities which Great
Britain can offer in the field of
personnel and finance are of
significance especially in re-
spect to the filling of the much
discussed technological gap vis-
3vis the USA. The addition of
the British technological poten-
tial to that of the EEC alone
does however not guarantee the
realisation of the expected ad-
vantages. For, up to now, there
have been no forms of success-
ful cooperation within the EEC.
In view of the difficulties in con-
nection with elaborating com-
mon programmes within the
EEC, the Commission therefore
emphasises the necessity of a
coordinated policy in the field
of technology, by means of which
these difficulties can bhe sur-
mounted . This requirement is
even increased by Britain’s join-
ing and nourishes the hopes for
success.

The City of London

Apart from technological ad-
vantages also those must be
mentioned, which are a result of
the special position of the City
of London. London is the lead-
ing banking and finance centre
in Europe. In the international
assurance, gold and commodity
markets, London will be of
particular importance to the EEC
and can be a valuable com-

2 U.K. and the European Communities,
White Paper of 7. 7. 1971; in: Financiat
Times of July 8, p. 17-20, especially
p. 18 seq.

3 Stellungnahme der Kommission, op. cit.,
p. 65 seq.

INTERECONOMICS, No. 10, 1971
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plement to Frankfurt, which is
the leading international capital
market.

Great Britain’s membership
implies however—apart from the
advantage of specialisation, ad-
ditional technology and the
knowhow of London—also direct
economic consequences for Ger-
many. The extension of the
customs union to Britain has an
immediate influence and will
lead to a change in the trade
flows. German foreign trade
with Great Britain cannot be
described as remarkable. But
with about 4 p.c. in imports and
exports it reaches the level of
Germany'’s trade with the Eastern
Socialist countries, which has
always been considered as very
important.

Raise In Trade

Since the existence of the
EEC, the British percentage in
West German imports has
slightly fallen, whereas Eng-
land’s share in the total exports
of the FRG has almost remained
constant (see table). Against
this, the import and export share
of EFTA members in German
foreign trade has fallen steeply.
The corresponding shares in the
EEC have in the same period
considerably increased.

The evolution to be seen from
these figures shows that the
abolition of customs barriers
will now also lead to a rise in
the trade volume with Britain,
as it has been formerly in the
EEC. An exact analysis of the
repercussions of the cost and
price effects induced by the
abolition of customs barriers

Export and Import Shares of

EEC, EFTA without Britain, and

Britain in the Foreign Trade of
the FRG, 1958—1969

Import shares

Export shares

1958 ] 1969 | 1958 | 960
EEC 256 398 231 433
EFTA
without
Britain 236 186 165 116

Britain 3.9 4.0 4.4 4.0

Other
countries 46.9 37.6 56.0 4.4

Source: Materialien zum Bericht zur
Lage der Nation (Data of the Report on
the State of the Nation), Bonn 1971,
Tables A5 and A7 in the Appendix of
Tables.

requires however not only the
knowledge of the correspond-
ing elasticities, but also a cal-
culation of the actual tariffs. No
analysis but only some global
statements are intended.

As far as the nominal tariff
quotas are concerned, it must
be remembered that, thanks to

the negotiations of the Kennedy
Round, they will be eliminated
between Great Britain and the
EEC step by step until 1972. For
the majority of raw materials
there are already no longer any
tariffs on both sides. On some
important raw materials as alu-
minum, zinc and lead low or
even nil customs tariffs are
imposed in Britain; they are
however subject to the common
external tariff of the EEC*.
Against this, differently high
tariffs exist for several branches
of the processing industry, the
reduction of which will stimulate
German exports to Great Britain.

The other way round, German
imports from Britain will also
rise considerably in some sec-
tors. This will be especially the
case with such industrial goods,
which are subject to high tariffs
between 14 and 22 p.c., which
is due to the common external
tariff of the EEC® (e.g. com-
mercial vehicles, plastics, chem-
icals, etc.).

As far as the British acces-
sion involves a vigorous growth
process in Britain through
strengthened trade as well as

4 See Britain and the European Com-
mu2r12ities, White Paper of February 1970,
p. 22,

5 See U.K. and the European Communities,
op. cit., p. 18.
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multiplicator and accelerator
effects, this means additional
chances for the FRG to expand
its exports. For, imports depend
in Great Britain, as all over the
world, on the standard of living.
However, in view of the low
productivity of the British econ-
omy and the balance of pay-
ments situation the chances for
an improvement are rather
meagre for the near future.

But although expectations
with regard to a short-term in-
crease in trade between Britain
and the EEC should not be ex-
aggerated, the country’s acces-
sion offers favourable oppor-
tunities for further export ex-
pansions of the Federal Repub-
lic in the long run. The chances
of the German export industry
to benefit from this depend last
not least on the specific com-
petitive position of the individual
branches within the EEC and the
possibility to penetrate the
British market.

Advantages for the British
Engineering Industry

The most important branches
in trade relations between Ger-
many and Great Britain are
engineering, automotive industry
and chemical industry. The
engineering industry shows the
strongest foreign trade links on
the export as well as on the im-
port side. It comprises 25 p.c.
of German exports to Britain. A
decline of exports registered in
1969 as compared with the pre-
ceding year had merely cyclical
reasons. But with a share of
22 p.c. in Britain’s machine
imports, the West German en-
gineering industry is, also this
year, after the USA (31.7 p.c)®
the most important foreign fitting
country of the British industry.

It will not be easy for the West
German engineering industry to

6 See NfA, VergroBerter MaschinenauBen-
handel mit GB (Expanded Foreign Engi-
neering Trade with Great Britain), Frank-
furt 19. 8. 1970.
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penetrate the British market in
case of a tariff reduction. True,
Britain’'s membership improves
the position of Germany’s engi-
neering industry to deprive the
US-competitors of their market
shares, as for the Americans the
hitherto existing burdens will
remain the same; but British en-
gineering is not only on the
British, but also on the EEC-
market a competitor with a
sophisticated technical level. The
high degree of specialisation as
well as the experience in export
business will make it possible
for the British to win back that
small share, which they must
perhaps give up to Germany, on
the European market — pre-
sumably on the shoulders of the
Federal Republic. For, on the—
seen from the angle of the Brit-
ish producers—relatively large
market, the British engineering
industry can work under im-
proved conditions, while the
West German competitors are
confronted with a changed situa-
tion. That Great Britain’s engi-
neering industry will be able to
utilise this advantage, can be
deduced from the fact that Brit-
ish machine exports to the FRG
have already in the past in-
creased more vigorously than
West German exports to Britain
in the corresponding period.

Valuable Gaps ...

Another important branch is
the automotive industry. The ex-
port value of automobiles in DM
in 1969 equalled that of the en-
gineering industry. At present
imports from Britain amount to
only about one quarter of the
corresponding German exports’.
In case of an abolition of import
duties for cars going to Britain,
which at present make up
13 p.c.8, the export efforts of
German car exporters initiated

7 See Materialien zum Bericht zur Lage
der Nation, op. cit. p. 197 and 205.

8 Standard Prices of Imports would de-
cline by DM 750-7500, see Handelsblatt,
17. 5. 1971.

in the past will
further supported.

probably be

The main problem of the Brit-
ish competitors in their own
country and in connection with
their endeavour to penetrate the
European and German markets,
is the relatively high fighting
mood of the British workers.
Despite a rapid rationalisation ®
the automotive firms themselves
as well as their suppliers register
high production losses resulting
from strikes. The consequences
are difficulties in the ability to
deliver which have a positive
effect for the foreign firms. An
additional effect is that in the
past prices for German cars on
the British markets have rela-
tively slightly risen. Moreover,
not only this price stability, but
also the reliability and durability
of German cars in comparison
with British cars is described as
outstanding in British consumer
and technical journals.

... for German
Automotive Industry

In addition to this, valuable
gaps in the British market are
offered to the West German
automotive industry, which it
will try to fill more intensively
after a tariff reduction; for, Brit-
ish firms tend to neglect the
sector of middle-class cars of
about 2 litres and thus leave it
to the foreigners ™.

In 1970, the sum total of these
factors led to an increase of the
import share in the cars sold in
Britain from 10.4 to 14.3 p.c. "' to
the disadvantage of the domestic
enterprises. In 1965, the market
share made up only 5.1 p.c.
Volkswagen led the foreign
models with a share of 3.47 p.c.
During the first three months of
1971, this market share could be

9 See F. Franzmeyer, Zur EWG-Er-
weiterung (The EEC-Enlargement), DIW-
Vierteljahresbericht, Heft 3, 1970, p. 221.

10 See Finanz und Wirtschaft, Automobil-
industrie in der Krise (Automotive Indus-
try in a crisis), Zlrich, 2. 12.1970.

1 See The Financial Times, 15. 5. 1971,

INTERECONOMICS, No. 10, 1971
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expanded to 3.60 p.c., but the
leading position had to be given
up to Renault (3.66 p.c.) '2. This
clearly shows that the British
market gives room to the West
German car exporters even in
case of Britain’s membership in
the EEC — the Germans are
however confronted with a
strong competition from the
other EEC-countries (especially
Renault and Fiat).

Strong British Position ...

For the third large sector, the
chemical industry, the situation
is quite different. The share of
chemical exports in total exports
to Britain has remained almost
constant since 1958 (1958:
13.8 p.c., 1969: 14.1 p.c.), whereas
Britain’s importance as a buyer
has—measured by the West Ger-
man chemical exports—steadily
fallen (1958: 5.4 p.c. of total
chemical exports, 1969: 4.3 p.c.).
Following the EEC-countries,
which rank first as buyers, Great
Britain lies still behind Switzer-
land, the USA and Austria,
namely at place 8.

It is doubtful, whether a de-
velopment, which since 1958 has
been registered in the EEC-area,
will be repeated again after
Britain’s joining also with regard
to British imports of chemical
products. For, between 1958 and
1969 the EEC-partners raised
their share in chemical exports
of the FRG from 30 p.c. to
34.9 p.c. However, in 1970 the
increase in chemical exports to
Great Britain was also with
8 p.c. above average (7.4 p.c.).
The growth in the EEC-area

12 See Financial Times, op. cit.

reached only 4 p.c. A further
penetration of the British market
—~in view of the relatively strong
domestic industry and the al-
ready high growth rates, espe-
cially in the pharmaceutical
sector—will not be easy.

... in Chemical Industry

The British chemical industry
however judges the prospect of
an expansion of its market quite
positively. Despite the existing
trade barriers, Great Britain has,
during the past ten years,
changed the regional structure
of its chemical products funda-
mentally. In 1959, 42.7 p.c. of
Britain’s chemical exports went
to the Commonwealth and
349 p.c. to Europe. In 1969,
Europe bought more than one
half (50.9 p.c.) of British exports,
whereas the share of the Com-
monwealth-countries reached on-
ly 21.6 p.c. Production and ex-
port volume of the British chem-
ical industry have grown more
rapidly than the corresponding
figures of Britain's total industry.

Britain’s accession to the EEC
will confront the German chem-
ical industry not only on the
British, but also on the EEC-
market with a competitor, who,
despite smaller growth rates as
compared with West German
chemicals, has shown a relative
flexibility in the past.

Trends in other Industries

Apart from those branches
having been most important
hitherto in the framework of the
foreign trade relations, there
will be shifts in various second-

ary sectors. Imports of metals
from Britain to the Federal Re-
public in 1969 in terms of value
ranked with 11.9 p.c. of total im-
ports from Britain second be-
hind machines (17.9 p.c.). If one
considers that the EEC steel
market could be described as
a sellers’ market in 1970, too,
the nationalised British steel in-
dustry will find a gap under
partly more favourable condi-
tions. The reservations against
the competitor “British Steel
Corporation“ have been uttered
not so much on the German, but
mainly on the French side. In
the interest of a balanced com-
petition within the EEC the de-
mand was voiced to split the
monolithic bloc of the British
steel industry, which after the
joining would alone make up
25 p.c. of the Community’s steel
production, into smaller units 2.
However, the German steel in-
dustry keeps its temper, as it
hopes that its own concentration
efforts can be realised more
easily, if the BSC joins the EEC
as a bloc.

The already mentioned British
advance in technology will have
a focal effect in the field of
electronics, aeronautics and
atomic energy. It is however
difficult to make an exact prog-
nosis. Britain’s experience will
largely by means of cooperation,
have impacts for Germany, al-
though here those difficulties
must not be forgotten which
have emerged in connection
with common projects in the
EEC up to now.

13 See Bedenken gegen Englands EWG-
Beitritt (Doubts about Britain's accession
to the EEC), Handelsblatt, 7. 8. 1970.
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