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September 15, 1953 

To: The Managing D i r e c t o r 

lT-om: European O f f i c e 

S e v e r a l members of the Board and S t a f f have 
i n d i c a t e d t h e i r i n t e r e s t i n having an up-to-date p i c t u r e 
of various European p r o j e c t s aiming "at the i n t e g r a t i o n 
of tne European economy. I submit a r e p o r t which 
epitomizes the developments u n t i l about the summer of 
t h i s year. You w i l l s h o r t l y r e c e i v e another r e p o r t 
dec-.rLbing the o r g a n i z a t i o n of va r i o u s ivuropean 
ins t i t u t i o n s . 
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Progress of European I n t e g r a t i o n 
Prepared by: European O f f i c e 

( P a r i s ) 

1. P o l i t i c a l Environment 

I t i s o f t e n s t r e s s e d t h a t the h i s t o r y of e f f o r t s to c r e a t e a 
European Union i s l o n g , and t h a t the movemant i n our times has i t s r o o t s 
i n an o l d trend of thought. 

The i n t e r e s t i n c r e a t i n g an i n s t i t u t i o n a l l y u n i f i e d Europe can, 
indeed, be t r a c e d back to the k i d d l e Ages, and some lessons can be drawn 
from these experiences. Yet the d i f f e r e n c e s between contemporary attempts 
and those which were made by the outstanding minds of the past f i v e cen
t u r i e s cannot be overlooked. 

The e a r l y p r o j e c t s f o r European u n i f i c a t i o n were i n v a r i a b l y 
motivated by one of two c o n d i t i o n s . The urge t o J o i n f o r c e s was p a r t i c u 
l a r l y strong a t times when Europe f e l t menaced from o u t s i d e ; but the c a l l 
f o r c l o s e r a s s o c i a t i o n was a l s o heard when i t became evident that European 
c o u n t r i e s were too i n c l i n e d t o spend t h e i r t a l e n t s and resources i n 
exhausting intra-European s t r u g g l e s . 

As i n the p a s t , the sentiment of danger seems t o be a major f o r c e 
behind the contemporary European movement. The memory of r e c e n t wars seems 
a l s o to have strengthened the f e e l i n g t h a t Europe now needs a more modern 
o r g a n i z a t i o n which would exclude recourse t o armed h o s t i l i t i e s among i t s 
members* But there are some new elements i n the p i c t u r e . In comparison 
w i t h past c e n t u r i e s , Europe seems t o be c l o s e r t o the r e a l i z a t i o n of an 
e t h i c a l community of mind. Although the 18th and even the f i r s t p a r t of 

'the 19th century were c o n s i d e r a b l y more a n a t i o n a l and u n c h a u v i n i s t i c than 
our own times, and t h e r e f o r e more r e c e p t i v e t o s u p e r - n a t i o n a l p h i l o s o p h i e s , 
the community of mind was confined t o a v e r y narrow l a y e r of the p o p u l a t i o n . 
At present, Europeanism, although s t r o n g l y contested by n a t i o n a l i s m s , i s 
much more widespread and i t s f o l l o w e r s , not always very determined or 
e x a c t i n g , though a l s o not l a c k i n g i n c o n v i c t i o n s are numerous i n almost 
every European co u n t r y . The growth of popular European sentiment should 
not be understood t o mean t h a t i t s i n t e n s i t y i s the same a l l over Europe 
or t h a t the l i n k s between d i f f e r e n t c o u n t r i e s are a l l of equal s t r e n g t h . 
There are undoubtedly areas of greater homogeneity from the p o i n t of view 
of c u l t u r e , p o l i t i c a l p hilosophy, and p o l i t i c a l and economic i n t e r e s t s . 
These v a r i a t i o n s are r e f l e c t e d i n a v a r y i n g degree of preparedness t o go 
f a r and f a s t i n b u i l d i n g i n s t i t u t i o n s f o r a European community. 

There seems, however, t o be an a d d i t i o n a l motive f o r European 
union which, although perhaps present i n the minds of the designers of the 
e a r l i e r schemes, was not then prominent. There i s now a widespread 
r e a l i z a t i o n of-the economic needs of Europe, and i t i s noteworthy that a t 
t h i s stage by f a r the g r e a t e r p a r t of the e f f o r t f o r u n i f i c a t i o n -
i s crowded i n t o the economic f i e l d . The t e c h n i c a l developments of the 
l a s t three decades, as w e l l as the economic experience gained over a s t i l l 
longer p e r i o d have enhanced the d e s i r a b i l i t y of l a r g e economic u n i t s . The 
example of the United States has undoubtedly been a source of i n s p i r a t i o n . 
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The c o n c e n t r a t i o n of p o l i t i c a l importance i n the two super-powers 
of our times and the r i s e , or r e t u r n to the scene, of l a r g e A s i a n nations 
are f o r Europeans a t a n g i b l e reminder of changing propor t i o n s and an i n v i t a 
t i o n t o s t r i v e f o r the c r e a t i o n of an o r g a n i z a t i o n a l u n i t y i n Europe. 

There i s , however, a profound d i f f e r e n c e between the e a r l i e r and 
the present schemes f o r European i n t e g r a t i o n which i s t o be t r a c e d , not t o 
the motives l y i n g behind the schemes, but t o the changes which have occurred 
i n the r e l a t i o n s between the c o n t i n e n t s . The European community, as 
envisaged up t o the end of the 18th century, was a concept which i n t e l l e c 
t u a l l y approximated more c l o s e l y to u n i v e r s a l i t y than does the concept 
which i s predominant to-day. Europe represented almost the whole of 
Christendom, which, f o r the European mind of that time, was the o n l y p a r t of 
mankind f o r which any attempt at o r g a n i z a t i o n could be made. I n t e r c o n t i n e n 
t a l r e l a t i o n s have s i n c e been i n t e n s i f i e d and the progress of other p a r t s 
of the world has made i t p o s s i b l e to conceive of a c o n s i d e r a b l y broader 
b a s i s f o r o r g a n i z a t i o n , A European Union i n such c o n d i t i o n s assumes an 
aspect of p a r t i c u l a r i t y and of r e l a t i v e s e p a r a t i o n from even the c l o s e s t 
p o l i t i c a l a s s o c i a t e s of European c o u n t r i e s . The c r e a t i o n of a u n i f i e d 
Europe would b r i n g European c o u n t r i e s c l o s e r together t o each other than 
they are to the r e s t of the world, and there i s t h e r e f o r e an i n e v i t a b l e 
element of d i s c r i m i n a t i o n i n v o l v e d . This p a r t i c u l a r aspect, has considerable 
p r a c t i c a l importance, e s p e c i a l l y d u r i n g the process ef f o r m a t i o n of a 
u n i f i e d Europe, and i t s manifestations i n the p o l i t i c a l , m i l i t a r y and 
economic f i e l d s c reate d e l i c a t e s i t u a t i o n s . 

T his paper i s concerned mainly w i t h the methods and problems ef 
economic i n t e g r a t i o n . I t does not examine the q u e s t i o n whether s u f f i c i e n t 
v i g o r i s being shown i n b u i l d i n g a European Union and i t does not analyze 
the v a r i o u s p o l i t i c a l plans f o r r e o r g a n i z i n g Europe. Neither does i t 
e x p l a i n the i n t e r e s t s of p a r t i c u l a r c o u n t r i e s i n the v a r i o u s schemes t h a t 
have been put forward. But i t i s impossible t o understand the problem of 
economic u n i f i c a t i o n * i n complete i s o l a t i o n from what is going on i n the 
p o l i t i c a l f i e l d . Most economic schemes are c l o s e l y r e l a t e d to corresponding 
p o l i t i c a l concepts, and Europe's progress towards p o l i t i c a l understanding 
and u n i f i c a t i o n c l e a r l y determines how f a r Europe can go i n the d i r e c t i o n 
of economic i n t e g r a t i o n . The paper must t h e r e f o r e be prefaced by a few 
words on the general p o l i t i c a l c l i m a t e . 

The r a t h e r complex p i c t u r e , as i t must appear to an o u t s i d e 
observer, of European movements and i n s t i t u t i o n s , shows that Europeans see 
more than one approach t o the problem. There are, as i n any other f i e l d , 
c o nservatives and r a d i c a l s . Conservatives seem i n c l i n e d to do the job through 
governments, i . e . through various o r g a n i z a t i o n s of governmental r e p r e s e n t a 
t i v e s , where the v a l u e of n a t i o n a l s o v e r e i g n t y seems to be placed f a i r l y 
h i g h . On the other hand, there are a few popular movements whose tendency 
i s c o n s i d e r a b l y l e s s r e s p e c t f u l towards n a t i o n a l s o v e r e i g n t y , and schemes 
f o r European i n s t i t u t i o n s are being produced which would take over a good 
p a r t of governmental sov e r e i g n t y and j u r i s d i c t i o n . A c l o s e r look at the 
e x i s t i n g European i n s t i t u t i o n s w i l l r e v e a l t h a t some of them (OEEC) are 
b u i l t 1 * a c c o r d i n g t o the f i r s t concept, whereas others c o n t a i n a l r e a d y some 
elements of the second concept, which manifests i t s e l f e i t h e r i n the 
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a l l o c a t i o n of some r e s p o n s i b i l i t y to representatives- of parliaments i n 
c o n t r a s t to governments (e.g. the Assembly of Europe i n the C o u n c i l of 
Europe) or i n the g r e a t e r j u r i s d i c t i o n a l independence of the i n s t i t u t i o n s 
themselves (High • A u t h o r i t y of the Coal and S t e e l Community). The p r o j e c t 
f o r the European P o l i t i c a l Community envisages a t r u l y European parliament 
e l e c t e d d i r e c t l y by the p o p u l a t i o n of member c o u n t r i e s , although t h i s 
s t i l l may be modified. 

T^ere i s a s i m i l a r d i v i s i o n of o p i n i o n between those who b e l i e v e 
t h a t i t i s necessary to c r e a t e , as soon as p o s s i b l e , an o v e r a l l p o l i t i c a l 
o r g a n i z a t i o n , and these \ho b e l i e v e a piecemeal approach which would 
create i n s t i t u t i o n s w i t h s p e c i a l i z e d j u r i s d i c t i o n s , - i n the economic or 
m i l i t a r y sphere, to be more r e a l i s t i c and rewarding. 

Another s p e c i a l f e a t u r e of European development should a l s o be 
mentioned. So many paths towards European u n i t y are being explored t h a t 
i t i s only n a t u r a l t h a t there should be considerable d i f f e r e n c e s between 
the support given by each European country t o various p r o j e c t s . Some 
i n s t i t u t i o n s (e.g. OEEC, the C o u n c i l of Europe) i n c l u d e almost a l l the 
non-communist c o u n t r i e s of Europe. Others have only a few members (e.g. 
Benelux). The expressions "great Europe 1 1 and " s m a l l Europe" a r e . o f t e n 
heard, the former standing not f o r the whole of Europe, but. e x c l u d i n g what 
used t o be c e n t r a l and e a s t e r n Europe, and covering thus the membership of 
the C o u n c i l or OEEC; w h i l e " s m a l l Europe" i n c l u d e s the s i x c o u n t r i e s , 
Belgium, France, Germany, I t a l y , Luxembourg and the Netherlands, which form 
a nucleus f o r more f a r - r e a c h i n g p r o j e c t s . The c o u n t r i e s of " s m a l l Europe 1 1 

have already c r e a t e d the Coal and S t e e l Community and are l i s t e d f o r member
s h i p i n a number of o r g a n i z a t i o n s which, i f s e t up, w a i l d t i e the member 
co u n t r i e s i n a r a t h e r c l o s e p o l i t i c a l , m i l i t a r y and economic a s s o c i a t i o n of 
a s u i generis f e d e r a t i o n . Two of these p r o j e c t s are i n the center of a t t e n 
t i o n : the European Defence Community, which would enable a European army 
to be c r e a t e d , and the European P o l i t i c a l Community which would be an "apex" 
o r g a n i z a t i o n equipped w i t h high governmental and l e g i s l a t i v e p r e r o g a t i v e s , 
but l e a v i n g s t i l l a great d e a l of a u t i o r i t y to Member governments. R u d i 
mentary p r o j e c t s f o r economic counterparts t o these p o l i t i c a l and m i l i t a r y 
o r g a n i z a t i o n s are discussed l a t e r . 

I I . Concepts of Economic I n t e g r a t i o n 

The e v o l u t i o n towards a u n i f i e d Europe i n the economic s e c t o r i s 
u s u a l l y r e f e r r e d t o as " i n t e g r a t i o n " . While t h i s term i s o f t e n used l o o s e l y 
i t can be s a i d ' t h a t i t s g e n e r a l l y accepted meaning i s a process which would 
r e p l a c e the economic r e l a t i o n s between independent c o u n t r i e s by c o n d i t i o n s 
such as u s u a l l y e x i s t i n a s i n g l e country. One o f the most important 
achievements of such a process would be freedom of movement of products and of 
f a c t o r s of p r o d u c t i o n . I n t e g r a t i o n , t h e r e f o r e , i n v o l v e s the removal of 
obstacles to the exchange of goods and s e r v i c e s , t o the movement of c a p i t a l and 
t o the m i g r a t i o n of manpower. The j u s t i f i c a t i o n f o r e f f o r t s to e s t a b l i s h i n t e -
g r a t i o n i n t h i s sense i s the c l a s s i c a l p r i n c i p l e of the d i v i s i o n of l a b o u r . 

The meaning of t h i s p r i n c i p l e i n i t s a p p l i c a t i o n to a l i m i t e d area 
i s o b v i o u s l y not the same as i f i t were to be given a world-wide a p p l i c a t i o n . 
Anxiety has been expressed t h a t a r e g i o n a l system might develop i n t o a 
high-cost area which, under the p r o t e c t i o n of d i s c r i m i n a t o r y r e s t r i c t i o n s 
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and t a r i f f s and the i n f l u e n c e of f a c i l i t i e s f a v o r i n g " i n t e r n a l t r a d e " , 
would move away from, r a t h e r than towards, a g e n e r a l l y strong p o s i t i o n . 
The extent t o which t h i s may be a r e a l danger depends on a number of 
circumstances which cannot conven i e n t l y be d i s c u s s e d i n t h i s paper. 

1. Trade • 

Unhampered trade between European c o u n t r i e s i s a g o a l f o r the 
attainment of which s e v e r a l avenues of approach have been devised. One l i n e 
of a t t a c k i s aimed a t q u a n t i t a t i v e r e s t r i c t i o n s , the second - s t i l l i n the 
stage of b l u e p r i n t s - a t t a r i f f s and the t h i r d , combining the other two, 
t a c k l e s q u a n t i t a t i v e r e s t r i c t i o n s and t a r i f f s as w e l l as other obstacles 
but has so f a r been co n f i n e d t o a few s p e c i f i e d goods or to a v e r y l i m i t e d 
geographic a r e a . -

There are at present three " l i b e r a l i z a t i o n " regimes i n f o r c e : 

1. I n " g r e a t e r Europe", under the OEEC l i b e r a l i z a t i o n system, the 
q u a n t i t a t i v e r e s t r i c t i o n s on trade and s e r v i c e s between f o u r t e e n c o u n t r i e s , 
i n c l u d i n g t h e i r dependent t e r r i t o r i e s , have been removed i n v a r y i n g degrees. 

2. I n " s m a l l Europe"> under the.Coal and S t e e l Community arrangements, 
a l l q u a n t i t a t i v e r e s t r i c t i o n s a n d - t a r i f f s on b a s i c c o a l and s t e e l products 
have been removed between the s i x c o u n t r i e s a s s o c i a t e d and f u r t h e r e f f o r t i s 
being made t o e l i m i n a t e other o b s t a c l e s to the f r e e market. 

3. Under the Benelux system, both t a r i f f s and, w i t h a few exceptions, 
q u a n t i t a t i v e r e s t r i c t i o n s have been removed on the trade of the three 
c o u n t r i e s a s s o c i a t e d . 

a. R e l a x a t i o n of Q u a n t i t a t i v e R e s t r i c t i o n s 

The r e l a x a t i o n and e l i m i n a t i o n of q u a n t i t a t i v e import r e s t r i c t i o n s 
has become one'of the main goals of the O r g a n i z a t i o n f o r European Economic 
Co-operation. The Or g a n i z a t i o n e s t a b l i s h e d a system of t a r g e t s according t o 
which a l l members should simultaneously and by stages e l i m i n a t e t h e i r 
q u a n t i t a t i v e r e s t r i c t i o n s on each other's t r a d e , the degree of r e l a x a t i o n 
being measured by the percentage of t o t a l imports on p r i v a t e account e n t i r e l y 
l i b e r a t e d from import r e s t r i c t i o n s . The C o u n c i l a t the end of 19U9 and the 
beginning of 1950 set the t a r g e t a t 60%. This meant that goods r e p r e s e n t i n g 
60% ( w i t h 19U8 as a- base year) of t o t a l imports on p r i v a t e account were t o 
be f r e e d from any e f f e c t i v e q u a n t i t a t i v e import r e s t r i c t i o n s . To prevent an 
unequal degree of p r o t e c t i o n i n various sectors of t r a d e , three groups of 
goods were named, i . e . f o o d s t u f f s , raw m a t e r i a l s , and f i n i s h e d goods, and i t 
was r e q u i r e d t h a t the t a r g e t should be reached i n each of these s e c t o r s . 
At the same time members undertook not to d i s c r i m i n a t e v i s - a - v i s each other. 
This p a r t i c u l a r clause caused con s i d e r a b l e d i f f i c u l t y so lon g as European 
c u r r e n c i e s were not t r a n s f e r a b l e . V/ith the establishment of the European 
Payments Union which provided f o r such t r a n s f e r a b i l i t y of claims v d t h i n 
Europe, the pressure to d i s c r i m i n a t e g r e a t l y disappeared. In the summer of 
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1950, a t the time of the establishment of the E.P.U., a new Code of L i b e r a l 
i z a t i o n was adopted; the o v e r a l l t a r g e t was r a i s e d t o 75% and i t was agreed 
t h a t , i n each of the three c a t e g o r i e s of goods mentioned above, the percentage 
should not be l e s s than 60%. The r u l e of n o n - d i s c r i m i n a t i o n has been a p p l i e d 
not only to imports f r e e d under the above p r o v i s i o n s , b u t , i n f a c t , to any 
imports o r i g i n a t i n g i n member c o u n t r i e s . I t was s t i p u l a t e d t h a t imports 
handled by monopolies under government c o n t r o l should be conducted i n accord
ance w i t h the general p r i n c i p l e s l a i d down i n Chapter IV, S e c t i o n D of the 
Havana Charter (*). L i b e r a l i z a t i o n i s a p p l i e d not o n l y to imports from 
metropolitan areas but a l s o to those o r i g i n a t i n g i n the dependent overseas 
t e r r i t o r i e s of E.P.U.. members. De f a c t o , a degree of l i b e r a l i z a t i o n has 
a l s o been extended to imports from the independent members of the B r i t i s h 
Commonwealth. 

In order to enable c o u n t r i e s t o move t w a r d s these t a r g e t s and t o 
weather o c c a s i o n a l d e f i c i t s , the Union was equipped t o give c o n s i d e r a b l e 
c r e d i t f a c i l i t i e s . Each member was assigned a quota, which s e t l i m i t s f o r 
the settlement of i t s net c l e a r e d monthly ba l a n c e s , p a r t l y by e s t a b l i s h i n g 
d e b i t s v i s - a - v i s the Union, p a r t l y i n g o l d . The p r o p o r t i o n of g o l d s e t t l e 
ment i s p r o g r e s s i v e w i t h the use of the quota. 

There was f a i r l y r a p i d progress towards 75% l i b e r a l i z a t i o n and 
some c o u n t r i e s exceeded the t a r g e t q u i t e c o n s i d e r a b l y . On the other hand, 
there was a temporary r e t u r n to r e s t r i c t i o n s by Germany during i t s payments 
c r i s i s i n 1950/51. Subsequently, w i t h the s p e c t a c u l a r improvement of the 
German payments p o s i t i o n , r e s t r i c t i o n s were again removed and Germany i s 
among the c o u n t r i e s l e a d i n g i n v o l u n t a r y l i b e r a l i z a t i o n . French and B r i t i s h 
payments d i f f i c u l t i e s have a l s o f o r c e d these two c o u n t r i e s t o r e v e r s e the 
e a r l i e r steps toward l i b e r a l i z a t i o n . I n 1951, France had t o reduce her 
l i b e r a l i z a t i o n percentage to zero, i . e . the r e s t r i c t i v e regime of import 
l i c e n c e s was f u l l y r e - i n t r o d u c e d am there has s i n c e been no change i n the 
opposite d i r e c t i o n . As a r e s u l t of the unfavourable development i n i t s 
balance of payments i n 1951, the U.K. a l s o reduced i t s l i b e r a l i z a t i o n 
percentage to about U7%, and i t was o n l y i n March 1953 t h a t t h i s was i n 
creased t o 58%. A u s t r i a and Greece were, i n the f i r s t years of E.P.U., 
la g g i n g behind the other members, but r e c e n t l y have been ab l e to l i b e r a l i s e 
de f a c t o part of t h e i r imports S e v e r a l E.P.U. members have gone f u r t h e r 
than i s r e q u i r e d by the Agreements I t a l y , S w i t z e r l a n d , P o r t u g a l , Belgium, 
Luxembourg, Sweden, Germany and the Netherlands. (*-"-*) 

(*) Chapter IV, S e c t i o n D - Commercial P o l i c y - S t a t e Trading and Related 
Matters. A r t i c l e 29 Non-discriminatory Treatment. 
Paragraph 1, s u b - s e c t i o n (a) reads: Each Member undertakes t h a t i f i t 
e s t a b l i s h e s or maintains a s t a t e e n t e r p r i s e , wherever l o c a t e d , or grants 
to any e n t e r p r i s e , f o r m a l l y or i n e f f e c t , e x c l u s i v e or s p e c i a l p r i v i l e g e s 
such e n t e r p r i s e s h a l l , i n i t s purchases and s a l e s i n v o l v i n g e i t h e r imports 

. or e x p o r t s , act i n a manner c o n s i s t e n t w i t h the g e n e r a l p r i n c i p l e s c f 
n o n - d i s c r i m i n a t o r y treatment p r e s c r i b e d i n t h i s Charter f o r governmental 
measures a f f e c t i n g imports or exports by p r i v a t e t r a d e r s . 

(-»*) In the i n s t a n c e of Greece the de f a c t o l i b e r a l i z a t i o n i s very extreme. 

A t a b l e r e c o r d i n g the c o n t r a c t u a l and v o l u n t a r y l i b e r a l i z a t i o n i s 
attached /hnnex l/. 
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Another standard of liberalization has been applied in 1951 when 

the OEEC asked that the provision of the code of liberalization which called 
f o r a common l i s t of agricultural and industrial products should be put into 
operation, and this provision has been in force since A p r i l 30, 1951. Countries 
which are not exempted from complete liberalization commitments are under 
obligation to place the products contained in the common l i s t among their free 
imports. Opinions are often expressed that the common l i s t could, become a 
rather effective instrument of liberalization. (*) 

From what has been said above i t can be seen that there are some 
countries which have in fact abandoned import restrictions in European trade, 
vrhile others are very far from that position. The strain of the unequal 
application of liberalization has been f e l t very heavily in some of the 
countries which are in the vanguard of the movement. Recently, the OEEC has 
engaged in a study of the p o s s i b i l i t y of a 10O5& liberalization. 

b. Lowering of Ta r i f f s 

Proposals for a general lowering of elimination of intra-European 
t a r i f f s are s t i l l in the stage of discussion. 

An inter-governmental study group for a European Customs Union was 
created in 19 7̂ and has done useful work in research and formulation of con
cepts. It has created the notion of a unitary t a r i f f , in which a l l rates w i l l 
be ad valorem, and has done a lot of spade work on a common t a r i f f nomencla
ture, which has already influenced the new German find Italian t a r i f f l i s t s . 
Much research has gone into the problem of the comparability of t a r i f f impacts 
in various countries. Tet the group co\ild not produce any definite proposal 
to lower or eliminate t a r i f f s , although an inquiry has been launched to de
termine how much could be done without i n f l i c t i n g distress upon particular 
countries and particular industries. Negotiations carried out in the frame
work of the GATT have lowered some European t a r i f f s , and in the OEEC a propos
a l for a concerted European policy in the GATT is being studied. In general, 
however, t a r i f f s remain significant and rather unequal. 

Low Tariff Club In December 1951 the Council of Europe decided to undertake a 
study of Mr. Ohlin's proposal for a Low Tariff Club which stipulated that 
between members no t a r i f f should exceed 35$ ad valorem, and that for goods 
originating in member countries they should not exceed 5$ for raw materials; 
15$ for semi-finished goods; 25$ for finished goods and foodstuffs. These per
centages would not be applied f u l l y from the outset and in a three-year 
transition period would affect 70#,80>b, 90$ respectively of each country's 
imports. 

There has been some success in reducing both t a r i f f s and quantita
tive restrictions in the narrower framework of "small Europe",i.e. the group of 
six countries who have joined the Coal and Steel Community, and in the even 
more confined framework of the Benelux. 

c. Benelux 

The Benelux idea dates from the second world war and i s therefore 
older than the other proposals outlined above. Following the monetae Igreement 
of 19U3, Belgium, Luxembourg and the Netherlands signed in September 
19UL: a Convention envisaging a T a r i f f Union which would eliminate 
custom duties on trade between the three members and introduce an identical 
t a r i f f vis-a-vis third countries. The new t a r i f f system, applicable to 
third countries, was put into force on January 1, 19U8 and t a r i f f s between 
the three countries were then abolished. Quantitative restrictions were 
(-:•-) Common l i c t attached as Annex I I 
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governed by agreements on quotas u n t i l October 15, 19u9, when a f u r t h e r step 
towards economic union was taken i n the s o - c a l l e d "Pre-Union Agreement" on 
commercial and monetary p o l i c i e s . The agreement s t i p u l a t e d the e l i m i n a t i o n 
of import r e s t r i c t i o n s and c l o s e co-operation i n monetary and t r a d e n e g o t i a 
t i o n s w i t h t h i r d c o u n t r i e s . Imports of the overwhelming m a j o r i t y of goods 
have been l i b e r a l i z e d . C e r t a i n a g r i c u l t u r a l products and i n d u s t r i a l items 
showing great p r i c e d i f f e r e n t i a l s were t o be s u b j e c t i» an e q u a l i z a t i o n procedure 
b u t , f o r the time b e i n g , i n the absence of such adequate adjustment, i t has 
been agreed t h a t t h e i r imports may be checked. A u n i f i c a t i o n of c e r t a i n 
a d m i n i s t r a t i v e procedures and taxes would c o n t r i b u t e t o make the market more 
homogeneous. Some measures of t h i s k i n d are being s t u d i e d , while others are 
w e l l on the way t o being put i n t o e f f e c t . Thus, l e g i s l a t i o n on u n i f i e d 
e x c i s e taxes has been al r e a d y voted i n a l l three c o u n t r i e s . I t i s a l s o worth 
mentioning that the i n f o r m a l co-operation between the a d m i n i s t r a t i o n , c e n t r a l 
banks, e t c . of the members i s developed t o a high degree. 

A s i m i l a r - p r o j e c t f o r a F r a n c o - I t a l i a n T a r i f f Union, the Treaty 
on which was signed i n 19U9, was never put i n t o e f f e c t and the matter was 
removed from the agenda of the two governments, 

d. Small Europe 

European Coal and S t e e l Community One of the most i n t e r e s t i n g attemps a t 
European i n t e g r a t i o n i s the European Community of Coal and S t e e l . The Treaty, 
signed i n A p r i l 1951, b r i n g s together s i x c o u n t r i e s , of which f i v e are major 
p o n t i n e n t a l producers of c o a l and s t e e l . The purpose of the Community i s to 
create a u n i f i e d market f o r the b a s i c i n d u s t r i a l f u e l and the b a s i c i n d u s t r i a l 
metal. The motives f o r the e r e c t i o n of the Community were bot h p o l i t i c a l and 
economic. The t y i n g of the French, German and Saar c o a l and s t e e l p r o d u c t i o n 
i n a r e l a t i o n s h i p of interindependence, has been considered a major achieve
ment of peace making. The u n d e r l y i n g economic e x p e c t a t i o n i s an i n c r e a s e of 
p r o d u c t i v i t y , and, as a secondary e f f e c t , the i n t e g r a t i n g and cost-reducing 
i n f l u e n c e of cheaper c o a l and cheaper i r o n and s t e e l traded a t u n i f i e d p r i c e s . 
The Community i s intended t o m i t i g a t e the harsh consequences of o s c i l l a t i o n s 
i n demand, and i n c o n d i t i o n s of s c a r c i t y to become a d i s t r i b u t i o n agency f o r 
member c o u n t r i e s . 

The Conmunity has a number of extremely i n t e r e s t i n g i n s t i t u t i o n a l 
and l e g a l aspects which are d e a l t w i t h i n another paper. Here i t i s 
s u f f i c i e n t to say t h a t the Community i s endowed w i t h wide powers i n i t s f i e l d 
and i t s executive organ, the High A u t h o r i t y , c o n s i s t i n g of men independent 
from governments, had b-en i n v e s t e d w i t h an e x t e n s i v e j u r i s d i c t i o n . 

A common market i s t o be created by suppressing v a r i o u s p r a c t i c e s 
which are regarded as impediments t o f r e e and f a i r t r a d i n g . Thus, the 
Charter of the Community provides f o r the a b o l i t i o n of t a r i f f s and import 
r e s t r i c t i o n s , and imposes an embargo on various acts of d i s c r i m i n a t i o n , on 
s u b s i d i e s and s p e c i a l charges, and on the c a r t e l i z a t i o n or monopolization of 
the market. 

According t o the Charter, a l l custom d u t i e s , import or export taxes 
and fees of comparable e f f e c t , on c o a l and s t e e l should disappear as f a r as 

trade between members of the Community i s concerned. S i m i l a r l y , a l l 
q u a n t i t a t i v e r e s t r i c t i o n s on the movement of these products should be 
suppressed. 
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The Charter also forbids any discrimination with respect to 
producers, buyers, or users, concerning price, delivery or transportation 
t a r i f f s , and a l l measures or practices preventing the buyer from choosing \§; 
freely his supplier. Any acts of unfair comoetition are therefore pro
hibited, especially the temporary or local lowering of prices the purpose 
of which is to attain a position of monopoly and discriminatory practices 
by buyers imposing special conditions for different suppliers, especially 
vrith respect to the nationality of the products. The High Authority can 
define the practices f a l l i n g under these prohibitions. Certain rules 
concerning methods of pricing and publication of prices are contained in the 
charter as well as the right of the Community to establish maximum and 
minimum prices for domestic use, and also, vrith some qualifications, for 
exports. 

A l l subsidies or government assistance as well as special charges 
levied by governments, are forbidden irrespective of their form. The 
Community has the right to make recommendations to countries resorting to 
such practices. On the contrary, i f a country should subject enterprises on 
i t s territory to measures which make the burden unduly heavy, the Community 
may request that the enterprises producing coal and steel should be 
compensated. 

Finally, restrictive practices affecting the division of 
exploitation of markets are forbidden. There i s thus a general embargo on 
any agreement between enterprises or any decision of their association, or 
any concerted practice, which would, in the common market, prevent, restrain 
or distort the normal working of competition, whether they concern price 
control, production, technical development, investment, division of the 
market, allocation of products, customers and sources of supply. The High 
Authority, however, has the right to permit for clearly defined products 
agreements of specialization and agreements on collective purchases or sales, 
i f i t i s satisfied that such measures would contribute to the improvement of 
production or of distribution; that they would be no more restrictive than 
i s warranted by their purpose; and that they do not give enterprises any 
right to determine prices, to control or limit an important part of produc
tion in the common market, or to protect i t from the competition of other 
enterprises. 

The authors of the Charter were not satisfied with merely 
imposing embargos on certain practices and removing the obstacles to trade. 
The process of integration i s to be followed a step further and attention 
given to the impact of "one market" on enterprises. It i s recognized that 
the situations of various enterprises in various countries are different 
and that the positions of enterprises in the same country are also not the 
same. The extraction of coal in Belgium, for instance, involves higher 
costs, due to the nature of coal sources, than in Germany or France; steel 
enterprises d i f f e r in efficiency and modern equipment. Hence, at the common 
market price there would be whole industries or certain enterprises which 
would make considerable profits, whereas others would have to work at a loss 
or close down. This is indeed the very core of the process of integration. 
Yet, i t i s assumed that, while certain areas or units have no chance of 
survival, others could with some improvements in their equipment, success
f u l l y carry on. In recognition of the fact that the re-allocation of 
resources w i l l take time, the idea of a transitional period of five years 
has been accepted. 
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To d e a l w i t h these problems of r e a l l o c a t i o n , v a r i o u s methods 

of compensation, grants and c r e d i t s can be used. The High A u t h o r i t y ' c a n 
approve temporary compensation between e n t e r p r i s e s of the same area and, 
w i t h some c u a l i f i c a t i o n s , of d i f f e r e n t areas. Over and above t h a t , the 
A u t h o r i t y can impose c e r t a i n taxes on e n t e r p r i s e s , and can borrow funds; 
i t can g i v e temporary a s s i s t a n c e i n the form of l o a n s , c f guarantee of 
lo a n s , or g r a n t s . The funds can be used f o r a range of purposes connected 
w i t h the improvement of pro d u c t i o n and d i v i s i o n of l a b o r , and more p a r t i c u 
l a r l y i t can be devoted to ii.vestments, research or r e - t r a i n i n g of l a b o u r , 
temporary unemployment allo w a n c e s , and i n s t a l l a t i o n allowances. 

The Community has a l r e a d y recorded s i g n i f i c a n t progress on the 
way t o a common market. With the exception of a few products custom d u t i e s 
and q u a n t i t a t i v e r e s t r i c t i o n s on c o a l , i r o n o r e , and scrap were removed i n 
February, and w i t h r e s p e c t t o s t e e l , i n A p r i l 1953. I t a l y has been a u t h o r i z e d 
to keep the Annecy Convention t a r i f f on s t e e l but has to reduce i t progress
i v e l y and e l i m i n a t e i t e v e n t u a l l y a t the end of the t r a n s i t i o n p e r i o d . At 
the same time, the f i r s t steps have been taken towards c o o r d i n a t i o n of 
custom d u t i e s on imports from o u t s i d e the Community. Dual t r a n s p o r t t a r i f f s 
have been suppressed: i t was customary i n a number of c o u n t r i e s t o charge 
more f a v o r a b l e t r a n s p o r t r a t e s f o r domestic trade than f o r export. 

Progress has a l s o been achieved i n the f i e l d of p r i c i n g . Many 
products coming under the Agreement have been govarnmentally c o n t r o l l e d i n 
many c o u n t r i e s , the p r i c e s f o r i n t e r n a l use being lower than f o r e x p o r t s . 
G e n e r a l l y speaking, dual p r i c i n g has been removed, although some z o n a l 
d i f f e r e n c e s have been maintained. The Community wishes t o prevent any 
v i o l e n t changes and a degree of r e g u l a t i o n remains. 

Some temporary compensations have been agreed i n the f i e l d cf 
c o a l mining. As fores e e n , Belgian and I t a l i a n c o a l mines w i l l r e c e i v e a 
subsidy, wheeas German and "Dutch c o a l w i l l c a r r y a l e v y . Some gover n-
mental s u b s i d i e s have been a u t h o r i z e d , such as those granted i n French Lorraine 
i n order to step up the p r o d u c t i o n of c o a l f i t f o r c o k i n g . The s u b s i d i e s 
w i l l have to be decreased p r o g r e s s i v e l y . 

The High A u t h o r i t y of the Community has l e v i e d a duty on the 
pro d u c t i o n of c o a l and s t e e l which w i l l e v e n t u a l l y produce around &i7 m i l l i o n 
a y e a r , but somewhat l e s s i n the f i r s t y e a r , 

European P o l i t i c a l Community As mentioned b e f o r e , i t i s proposed t o complete 
the O r g a n i z a t i o n of "Small Europe" of which the Coal and S t e e l Community i s 
at present the only e x i s t i n g i n s t i t u t i o n , by c r e a t i n g a p o l i t i c a l community 
which, i n documents and newspapers i s o f t e n r e f e r r e d t o as the "European 
P o l i t i c a l Community", or simply the "European Community", The economio 
p r o v i s i o n s o f • i t s d r a f t s t a t u t e s r e s t a t e the p r i n c i p l e of "one market" and 
accept the b a s i c p r i n c i p l e s of the Charter of the C o a l and S t e e l Coirmunity. 
I f the system were put i n t o e f f e c t , the freedom of t r a d i n g , which i s being 
p r o g r e s s i v e l y r e a l i z e d f o r . c o a l and s t e e l products, would be extended t o a l l 
commodities and would be accompanied by freedom of movement of c a p i t a l and 
manpower. As i n the E.C.S.C. a t r a n s i t i o n p e r i o d of f i v e years i s proposed. 
An "adaptation fund" would a l s o be created to help e n t e r p r i s e s and manpower 
i n the adjustment t o "one market" c o n d i t i o n s . 
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The Ad Hoc Assembly recognized i n i t s deliberations on the draft 
constitution that i t had to confer upon the Community certain powers i n the 
economic f i e l d , but i t restricted i t s e l f to formulating a procedure by 
which future decisions would be taken on steps leading to "one market". 
The Dutch Minister"of Foreign Affairs, kr. J. . Beyen, and his Government . 
made i t clear that they consider i t imperative to incorporate certain 
concrete provisions i n the treaty with a view to establishing a greater 
community of economic interest. 

"mall European Tariff Union. The Netherlands Government have suggested 
the setting up of a Tariff Union as a concrete contribution to the creation 
of a European Community, though i t i s not claimed that this would be a 
complete solution of the western European economic problem. The proposal is 
based on the principle that there must be a common responsibility for the 
consequences of the measures taken, Where the v i t a l interests of one country 
are affected by the action of the Community, measures should be taken to 
repair the damage. On the other hand, the realization of a European Community 
should not be hampered by d i f f i c u l t i e s arising i n a single member country. In 
qrder t o avoid unnecessary hardships, the Dutch proposal includes escape 
clauses to be usea i n case of a threat to the balance of payments or to 
certain economic sectors. Members should be assisted i n their efforts by a 
European fund, the principle of which has been already adopted in the later 
drafts of the constitution of the Community. According to the Dutch proposals, 
the T a r i f f Union should be completed in a fixed number of years. The lowering 
of t a r i f f s would cover a l l items, would start immediately, and would be applied 
on equal terms for everybody. Pari passu v.ith the lowering and elimination of 
tariffs," quantitative restrictions would be relaxed and ultimately removed. 
It i s further emphasized that the European common market should maintain and 
develop relations with the outside world and that the common t a r i f f vis-a-vis 
the rest of the world should be kept low. 

-> e. Projects for Integration by Sectors in Greater Europe 
Some of the ideas applied i n the ECSC have also had sone influence i n 

the framework of "Greater Europe", and the basic concept of integration by 
s e c t o r s has been discussed i n both the Council of Europe and in the Orj£C. 
Several projects f o r "functional authorities" i n the fields of transport,(«•) agj 
culture and e l e c t r i c a l energy have been elaborated i n the Council of Europe and 
generally recognised as desirable objectives of policy. Some of these projects 
contemplated the granting of considerable powers to the institutions proposed b 
them, while others would have allowed a Jurisdiction much more limited than tha 
of the bCSC, The Stikker-Plan proposed gradual ^r84g3aJki°n by sectors, beginni 
w i t h agriculture, certain basic industries, ard/secondary industries. The pro
posal involved the creation of a "European Integration Fund", designed mainly 
to soften the impact of integration on those units that would suffer or disappe 
and to foster the modernization and conversions called for by the process of 
integration. The ideas of the Stikker-Plan were later to some extent taken up 
in a conference between representatives of Chancelleries on the proposed "Green 
Pool" or the Agricultural Community., This scheme contemplated.the creation of 
a single market for agricultural products. The Idea nad a varied reception and 
the proposal remains under study. 

The Organization for European Economic Co-operation has launched rath* 
detailed studies of a number of industries ( -*)with a view to determining to 
what extent they would lend themselves to integration by sectors. The report 
to the Council of the Organization pointed out that i n the majority of sectors 
integration would increase productivity, and that the majority of national expert 
nave views favourable to integration or certain sectors. The Council has not 
yet reached a decision on the action to be taken on these reports. 
J~*) See 2. Invisibles 
(-**) Motor vehicles, cement, aluminium, textiles, agricultural equipment, 

electric equipment, nitrogenous f e r t i l i z e r s , etc. 
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The liberalization of invisibles has been carried out under the 

auspices of the OEEC Code, but i n contrast with trade, i t was net 
possible to establish any yardstick i n the form of uniform percentages. 

The OEEC Code required members to abolish r estrictions on current 
invisible transactions connected with the movement of commodities which 
are the object of measures of liberalization of trade, another pro
vision ensures that the services pertaining to the duly licensed trade 
in commodities shall be free from any impediment. Two l i s t s of services 
were also established, member countries agreeing to l i b e r a l i z e a l l 
services i n the l i s t No.l'. and to free payments for services i n l i s t 
No. 2 "as far as possible". Travel has been freed by establishing 
certain minimum per capita allocations of foreign exchange. Countries 
i n strong creditor positions i . e . when they have reached 75% af the 
creditor quota, have to grant higher travel allowances. Some countries 
have given their citizens going abroad allowances more generous than 
those required by the code. Travel far reasons of health is supposed 
to be free and travel for educational and business purposes i s expected 
te be treated l i b e r a l l y . 

It should be mentioned here that i n the f i e l d of transportation 
certain companies perform their services on an international scale, 
e.g. the "Compagnie des Wagons-Lit et des Grands Express Européens", 
and the "Société Ferroviaire Internationale des Transports F r i g o r i f i 
ques". Scandinavian countries have also Joined i n creating a Scandin
avian Airlines System. 

While several international organizations already deal with 
various aspects of transportation, a suggestion has been brought befere 
the Council of Europe for the creation of a European Transport Community 
te be endowed with considerable power. The proposal was not adepted 
and less ambitious ones are at present under discussion. 

In December 1952 a European inland transport Conference was 
convened under the auspices of the OEEC, to which, besides the member 
countries, were invited Spain, Yugoslavia, and both governmental and 
non-governmental international organisations dealing with transport. 
The Conference adopt ed a recommendation to set up a permanent "European 
Conference of Ministers of Transport", with administrative machinery and 
lia i s o n with various organisations. The Jurisdiction of the Conference 
was to include the unification of transport t a r i f f s , the standardisa
tion of equipment, the development of pools of r o l l i n g stock and other 
equipment, the co-ordination of investments and co-ordination of road 
transport systems. Last July the Council of the Organisation adopted 
the proposal to establish the European Conference, which i s to be 
constituted i n October at a meeting i n Brussels. 



3. C a p i t a l 

The regime of exchange c o n t r o l on c a p i t a l account v a r i e s con
s i d e r a b l y from country to;country. The range extends from complete 
freedom t o very s t e r n regulations,- The only i n t e r n a t i o n a l i n t r a -
European agreement which bears on the s u b j e c t i s the OEEC Code of 
L i b e r a l i z a t i o n . .There i s no o b l i g a t i o n under t h i s Code t o a l l o w 
t r a n s f e r s of p r i n c i p a l . The member c o u n t r i e s a r e , however, supposed t o 
a u t h o r i z e .payment o f i n t e r e s t , d i v i d e n d s , -and o t h e r c a p i t a l earnings 
and a l s o c o n t r a c t u a l c u r r e n t repayments. On the other hand, a n t i c i p a 
t o r y repayments and settlements of a r r e a r s a r e not covered by the 
l i b e r a l i z a t i o n p r o v i s i o n s , 

. The problem of c a p i t a l supply and investment p o l i c i e s has 
emerged i n many connections during the d i s c i s s i o n s of European i n t e 
g r a t i o n . Various schemes have been propoi<od by which c a p i t a l could be 
pooled and r e d i s t r i b u t e d , and a European Investment Bank has been pro
posed i n the C o u n c i l of Europe. A proj-ect f o r an a d v i s o r y body on 
investments i s being s t u d i e d i n the OE^C. 

As mentioned i n the s e c t i o n about the European Coal and S t e e l 
Community, t h i s I n s t i t u t i o n has a c e r t a i n a u t h o r i t y t o c o l l e c t and 
d i s t r i b u t e c a p i t a l i n the process of b u i l d i n g "one market n f o r products 
coming under i t s j u r i s d i c t i o n . > 

The European C o u n c i l has developed a p r o j e c t , known as the 
"Strasbourg P l a n " , which t a c k l e s the problem of p o o l i n g the resources 
and c o - o r d i n a t i n g the development p o l i c i e s of European dependent 
t e r r i t o r i e s . 

U. Manpower 

Apart from g e n e r a l i n t e r n a t i o n a l recommendations and conventions 
on the treatment of f o r e i g n l a b o u r , there has been no s p e c i a l i n t r a -
European r u l e which would make the m i g r a t i o n of labour e a s i e r . There 
a r e , howeven s e v e r a l arrangements which remove major i n s t i t u t i o n a l 
o b s t a c l e s between c e r t a i n l i m i t e d groups of c o u n t r i e s and a l s o seme 
r e l e v a n t p r o v i s i o n s i n the E.C.S.C. Charter, I n the f i r s t category 
come the regimes governing r e l a t i o n s between the Scandinavian c o u n t r i e s , 
w i t h i n the Benelux group, and between I r e l a n d and the United Kingdrm. 

Scandinavian C o u n t r i e s . Since January 19ii7, Denmark and Sweden have 
c o n s t i t u t e d a "Common Labour market". No labour permit i s necessary 
f o r movement from one country t o the other and residence permits are 
granted a u t o m a t i c a l l y , save f o r s p e c i a l p o l i c e and s e c u r i t y reasons. 
No formal agreement has been concluded f o r the Scandinavian area a3 a 
whole, but p r a c t i c e i s very l i b e r a l , not only i n Denmark and Sweden, 
but a l s o i n Norway and F i n l a n d , w i t h r e s p e c t 1o n a t i o n a l s of these 
c o u n t r i e s , 

Benelux. Labour permits are granted a u t o m a t i c a l l y f o r n a t i o n a l s of 
Luxembourg i n Belgium and v i c e v e r s a . Between Belgium and the 
Netherlands a labour permit i s r e q u i r e d but i n p r a c t i c e i s given 
without q u e s t i o n , and so are the residence permits when r e q u i r e d . 
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U.K. and I r e l a n d . Between I r e l a n d and the United Kingdom there i§ ^ ^ ^ 
complete r e c i p r o c a l freedom t o r e s i d e and work. 

E.C.S.C. According to the p r o v i s i o n s of the Treaty e s t a b l i s h i n g the 
European Coal and S t e e l Community, the ibember States bound themselves 
t o renounce arty r e s t r i c t i o n based on n a t i o n a l i t y a g a i n s t the employment 
i n the c o a l and s t e e l i n d u s t r i e s of workers of proven q u a l i f i c a t i o n s 
f o r such i n d u s t r i e s who possess the n a t i o n a l i t y of one of the Menber 
S t a t e s . Should the European P o l i t i c a l Community be e s t a b l i s h e d an 
analogous r u l e would apply t o a l l occupations, although f u l l freedom t o 
migrate might not be e s t a b l i s h e d i n the t r a n s i t i o n a l p e r i o d . 

As noted b e f o r e , both the Charter of the European Coal and S t e e l 
Community and the p r o j e c t of the European P o l i t i c a l Community are not 
l i m i t e d to suppression of l e g a l impediments but suggest a number of 
p o s i t i v e measures t o 3ncourage m i g r a t i o n . 

Q.E.E.C. Recently, the O r g a n i z a t i o n f o r European Economic Co-operation 
has prepared proposals f o r a procedure, t o be adopted by "Greater Europe", 
which would enable employers to procure f o r e i g n labour by way of p e t i t i o n s 
which would be approved i f i t were e s t a b l i s h e d t h a t s u i t a b l e labour was not 
a l r e a d y l o c a l l y a v a i l a b l e . The proposals would a l s o provide some p r o t e c t i o n 
to people who have spent a c e r t a i n p e r i o d of time i n a f o r e i g n member country. 

In the past the O r g a n i z a t i o n f o r European Economic Co-operation 
has helped to encourage labour movements i n Europe by proposing s i m p l i f i e d 
arrangements between c o u n t r i e s and has c o n t r i b u t e d t o the s o l u t i o n of 
concrete problems. 

I I I . Problems Involved i n the 
j-Tocess of I n t e g r a t i o n -

The experience of the few e x i s t i n g i n s t i t u t i o n s and past and 
present d i s c u s s i o n s about v a r i o u s p r o j e c t s seem t o show w i t h s u f f i c i e n t 
c l a r i t y the range of c o n s i d e r a t i o n s , impediments,- and s t i m u l a n t s i n v o l v e d 
i n the endeavours to i n t e g r a t e the European economy. The methods of 
i n t e g r a t i o n a lready a p p l i e d and those proposed f o r adoption c o n s i s t ' 
mainly i n the e l i m i n a t i o n of e x t e r n a l r e s t r i c t i o n s and the s u b s t i t u t i o n f o r 
them of i n t e r n a l - a d j u s t m e n t s . A g e n e r a l , but not complete l i b e r a l i z a t i o n , 
such as that p r a c t i s e d so f a r by the OEEC, which leaves a c e r t a i n margin of 
q u a n t i t a t i v e r e s t r i c t i o n s , and does not a f f e c t t a r i f f s a t a l l , i s l i k e l y t o 
have more of an impact on g e n e r a l p o l i c i e s of the country than cn the i n d u s 
t r i e s which would be most a f f e c t e d by the c r e a t i o n of a completely f r e e 
European market. F r e q u e n t l y , such v u l n e r a b l e i n d u s t r i e s remain s h e l t e r e d by 
whatever i s l e f t of q u a n t i t a t i v e r e s t r i c t i o n s and by t a r i f f s , and, i f 
necessary, by s u b s i d i e s . On the other hand when the g e n e r a l l e v e l of p r i c e s 
i s too h i r h , or when the i n t e r n a l demand of a c o u n t r y ' i s e x c e s s i v e , the impact 
of l i b e r a l i z a t i o n i s s t r o n g l y f e l t . The d e f i c i t which r e s u l t s from such a 
s i t u a t i o n e x e r c i s e s pressure on the governments t o make the necessary a d j u s t 
ments. The impact of the OEEC system has been, t h e r e f o r e , d i r e c t e d p r i m a r i l y , 
but not e x c l u s i v e l y , on the budgetay and moneta* y and wage p o l i c i e s of 
member c o u n t r i e s . The European Community of Coai and S t e e l , on the c o n t r a r y 
gives an example of l i b e r a l i z a t i o n , which, being l i m i t e d to a few 
commodities, important though they may be, i s capable of d r a s t i c a l l y a f f e c t i n g 
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the financial structure and the balance of payments of those countries only wht 
the liberalized goods represent a very important proportion of total productior. 
and trade. On the other hand, the elimination of a l l restrictions, t a r i f f s 
and other protective measures, subsidies, cartels, and various discriminatory 
practices, w i l l expose the industries of the coal and steel sector to 
considerable competitive pressure. 

Primarily, the OLEC and E.C.S.C. systems work, therefore, on differen -

planes which, of course, i n their effects are related and would merge in one 
another i f they were applied more generally. While i t i s true that under 
OLEC liberalisation some, but not necessarily a l l , weak industries may remain 
sheltered against foreign competition, adjustment of financial policies may 
affect internal ma ket conditions. Should the OLEC system be applied, as 
suggested by so.:e, to 100,o of imports, the weight of direct competition would 
be f e l t i n many places unless i t were promptly neutralized by t a r i f f s . The 
process of integration, whether pursued by broadening one or other of these 
two methods, or by a combination of both, raises a number of issues which can 
be most conveniently discussed under the headings, "Adjustment through 
monetary and other internal policies" and "Reallocation of productive resources 

1. Adjustment through i^onetary and 
ôTher Internal Policies 

A substantial measure of adjustment by means of monetary, financial 
and wage policies i s an indispensable condition of success for any integrating 
efforts. The "rectitude" of internal policies would retain much of i t s value 
even under the regime of flexible exchange rates. In the past, however, the 
process of bringing the situation back to equilibrium by internal measures 
did not prove to be an easy one i n a l l instances. In the framework of the OEEC 
there have been examples o f both achievements and d i f f i c u l t i e s . Germany and 
the Netherlands have succeeded i n reversing their d e f i c i t s , the latter without 
reintroduction of restrictions, the former with a short return t o r e s t r i c t i o n s 
and the help of additional credits. The recovery of the German payments 
position was fast. In the Netherlands, several months intervened before the 
result was f e l t . In both instances the corrective measures were assisted by 
the termination of a re-stocking tendency. On the other hand, there nave been 
examples of considerable d i f f i c u l t i e s i n applying monetary and financial measure 
The U.K. remained for a long time in the "excessive debtor" caterory and a re
turn to restrictions was necessary, although some improvement i n that respect 
has already been achieved as the general payments position of the-U.K. has 
strengthened. The situation of France also called for a return to restrictions 
and, i n spite of a complete deliberalization, France has not yet been able to 
reverse i t s d e f i c i t s . 

It has often been remarked that there i s i n the present set-up 
no automatic mechanism by means of which the surpluses or deficits would 
start corrective internal processes. Decisions to modify rates of 
interest or impose other checks on credit or cut the price-wage 
inflationary s p i r a l often come after delays of varying lengths. This i s 
equally or even more true of budgetr y policies. This situation 
reflects i n the f i r s t place the fact that the p o l i t i c a l climate i s far 
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from being i d e n t i c a l a l l ever Europe, and measures p o s s i b l e i n one pla c e 
are considered - r i g h t l y cr wrongly - i m p r a c t i c a l i n other c o u n t r i e s . 
D i f f e r e n c e s i n f i s c a l methods and t h e i r e f f i c a c y , d i f f e r e n c e s i n the 
o r g a n i z a t i o n of c r e d i t are s t i l l c o n s i d e r a b l e . I t a l s o has to be r e c o g 
nized t h a t the burdens borne by the various c o u n t r i e s are unequal. I n 
one or two i n s t a n c e s , d i f f e r e n c e s between the a t t i t u d e s of European coun
t r i e s , are a l s o to some extent the r e s u l t of d i f f e r e n c e s of philosophy, 
i n c e r t a i n c o u n t r i e s the emphasis on the importance of developmental 
p o / l i c i e j seems to outweigh the a t t e n t i o n p a i d t o monetary s t a b i l i t y , 
w h i l e i n others i t i s very much the other way round. Yet, these 
divergences of o p i n i o n are pa l p a b l y d i m i n i s h i n g . 

A c e r t a i n degree of a b i l i t y to a d j u s t through i n t e r n a l measures 
i s , of course, a p r e r e q u i s i t e , not only f o r i n t e g r a t i o n w i t h i n a 
c o n t i n e n t , but even more so f o r an i n t e r n a t i o n a l system i n c l u d i n g wider 
areas. An attempt a t c o n v e r t i b i l i t y , which would not be merely t e c h n i c a l 
and based on important r e s t r i c t i o n s , would be confronted w i t h t h i s 
very same Question whether c o u n t r i e s were ab l e or w i l l i n g through 
monetary, f i s c a l and other i n t e r n a l measures to achieve c e r t a i n degrees 
of adjustment. 

2. R e a l l o c a t i o n of Productive 
Resources 

The s a l u t a r y e f f e c t of a s i n g l e market c o n s i s t s e s s e n t i a l l y i n 
a b e t t e r , i . e . more economical, d i s t r i b u t i o n of productive r e s o u r c e s . 
I t i m p l i e s the growth of more e f f i c i e n t , which i n many instances means 
l a r g e r , u n i t s of pr o d u c t i o n and i n e v i t a b l y the e l i m i n a t i o n of l e s s 
e f f i c i e n t u n i t s . 

The f i r s t p a i n f u l q u e s t i o n which a r i s e s i s th e r e f o r e which 
pr o d u c t i o n u n i t s should be e l i m i n a t e d and which preserved. Under the 
c o n d i t i o n s of a f u l l y " f r e e market process" t h i s q u e s t i o n would be 
answered by the " n a t u r a l course o f events". There i s l i t t l e i n d i c a t i o n 
however, t h a t European c o u n t r i e s consider themselves c a b b i e of sub
m i t t i n g to the pressure of e n t i r e l y unregulated market f o r c e s . As the 
E.C.3.C. Charter shows, and as becomes evident from d i s c u s s i o n s i n 
other q u a r t e r s , on i n t e g r a t i o n by s e c t o r s the pressure of the market 
i s l i k e l y t o be weakened by extending the adjustment over a p e r i o d of 
time. During the t r a n s i t i o n a l p e r i o d e f f o r t s w i l l be made t o strengthen 
e n t e r p r i s e s which, i f immediately exposed t o comp e t i t i o n , would un
doubtedly succumb. Except f o r extreme cases, there i s h a r d l y any means 
of determining w i t h complete o b j e c t i v i t y which u n i t s deserve n a t i o n a l 
or i n t e r n a t i o n a l a s s i s t a n c e and which have no chance of s u r v i v a l . I f 
proponents of i n t e g r a t i o n schemes succeeded i n c r e a t i n g the g e n e r a l 
e x p e c t a t i o n that the time l i m i t s of t r a n s i t i o n a l p e r i o d would be observed 
and a l l p r o t e c t i o n would t h e r e a f t e r be removed, an e f f e c t i v e i n c e n t i v e 
would be provided t o concentrate on r e a l l y promising cases. But even 
under such favourable c o n d i t i o n s some gene r a l understanding between 
governments and producers would be r e q u i r e d concerning the s e c t o r s and 
u n i t s o f production which were t o be preserved. 
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The c l o s i n g down of i n e f f i c i e n t u n i t s has e s s e n t i a l l y economic 
consequences of two kinds., In the f i r s t p l a c e , the l o s s e s of e n t r e 
preneurs have t o be taken i n t o account and compensation of some ki n d 
devised f o r them. There i s l i t t l e doubt t h a t schemes which would i n f l i c t 
severe and uncompensated l o s s e s on producers would be exposed t o s t a l l i n g , 
p r o c r a s t i n a t i o n and eventual f a i l u r e . For these reasons, i n the more 
recent d i s c u s s i o n s on i n t e g r a t i o n by s e c t o r s , v a r ious plans have been 
designed by which the o p p o s i t i o n of producers would be e l i m i n a t e d or 
at l e a s t moderated. In a d d i t i o n to d i r e c t compensation from p u b l i c 
funds, schemes have been proposed according to which the l o s e r should 
be compensated by sharing i n the " w i n d f a l l p r o f i t s " of the winner. 

The other problem concerns the employment of l a b o r . Various 
schemes of a s s i s t a n c e f o r d i s p l a c e d manpower are being considered, 
such as temporary unemployment allowances, housing programs, e t c . 
Here the European c o n d i t i o n s r a i s e d i f f i c u l t i e s - mentioned below -
which are u s u a l l y non-existent i n s i m i l a r processes w i t h i n a s i n g l e 
country. 

The productive u n i t s to whichthe l u c k y card of s u r v i v a l i s d e a l t 
w i l l be confronted w i t h the problem of investments. Adequate supply 
of c a p i t a l becomes one of the f a c t o r s which w i l l determine the speed 
at which markets can be i n t e g r a t e d . The other major determining f a c t o r 
i s probably the p e r i o d necessary f o r the t r a i n i n g of t e c h n i c i a n s and 
manpower, or f o r b r i n g i n g about a g r e a t e r m o b i l i t y of persons a l r e a d y 
t r a i n e d . 

The supply of c a p i t a l i n the t r a n s i t i o n a l p e r i o d would undoubted
l y be a problem. The "strong e n t e r p r i s e s " should be a b l e to s e l f - f i n a n c e 
a t l e a s t a p a r t of t h e i r investments out of the higher margin of p r o f i t s 
which would r e s u l t f o r them from the opening of new markets. The l e v e l 
of these p r o f i t s w i l l t h e r e f o r e be determined, among other f a c t o r s , 
by the degree of r e l a x a t i o n of p r o t e c t i v e measures, weaker e n t e r p r i s e s 
"t o be saved" could h a r d l y depend on the normal supply c f c a p i t a l and 
the i n t e r v e n t i o n of p u b l i c agencies or i n t e r n a t i o n a l bodies would 
probably be c a l l e d f o r . Again v a r i o u s ways are suggested of teaming 
together the s t r o n g and the weak so that the l a t t e r can b e n e f i t from 
the i n c reased c a p i t a l f o r m a t i o n of the former. S u c c e s s f u l i n d u s t r i e s , 
i n s p i r i n g f a i t h i n t h e i r steady growth, should have a chance cf a t t r a c t i n g 
p r i v a t e c a p i t a l . Supply of c a p i t a l across the f r o n t i e r s would, apart 
from other normal c o n s i d e r a t i o n s , a l s o depend on freedom of exchange 
t r a n s a c t i o n s on c a p i t a l account, and confidence i n i t s permanence. 
There i s l i t t l e doubt t h a t there would be a stronger tendency f o r 
c a p i t a l t o remain i n the European area i f i t d i d not f e o l imprisoned by 
exchange r e g u l a t i o n s . The advantage of a l i b e r a l exchange system 
v i s - a - v i s the r e s t of the world becomes, of course, even more obvious 
i f the hopes of an i n f l u x of f o r e i g n , i . e . extra-European, c a p i t a l 
are t o be r e a l i z e d . 

The problem of m o b i l i t y of l a b o r remains one of the l e a s t t r a c t a b l e . 
With few exceptions, the treatment of domestic and f o r e i g n l a b o r i n 
European c o u n t r i e s i s f a r from uniform, even w i t h regard to the b a s i c 
l e g a l p r o v i s i o n s governing permission to work. Yet, the removal of 
d i r e c t l e g a l impediments upon the employment of f o r e i g n e r s would not 
by i t s e l f , provide c o n d i t i o n s of m o b i l i t y such as e x i s t i n a s i n g l e countr; 
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There are s e v e r a l i n s t i t u t i o n a l and p s y c h o l o g i c a l f a c t o r s which always 
render m i g r a t i o n u n a t t r a c t i v e . 

Some of these o b s t a c l e s c o u l d be overcome by a concerted e f f o r t j 
d i f f e r e n c e s i n s o c i a l ^ l e g i s l a t i o n and the n o n - t r a n s f e r a b i l i t y of acq u i r e d 
r i g h t s are among the b a r r i e r s t o the movement of l a b o r . Inadequate 
housing f a c i l i t i e s f o r l a b o r i s a problem to be f i t t e d i n t o g e n e r a l 
c o n s t r u c t i o n programs. The a t t i t u d e s of trade unions i n r e c e i v i n g 
c o u n t r i e s could be g r e a t l y improved and the a t t i t u d e of the domestic 
working p o p u l a t i o n would have t o be c o r r e c t e d i n c e r t a i n p l a c e s . 

The psychology of the p o t e n t i a l migrants themselves seems t o 
be l e s s promptly a d j u s t a b l e . D i f f i c u l t i e s of language are d i s c o u r a g i n g , 
e s p e c i a l l y i n the l i n g u i s t i c a l l y i l l - e q u i p p e d lower echelons. D i f f e r 
ences i n ways of l i v i n g are not n e g l i g i b l e between the c o n t i n e n t and 
the B r i t i s h I s l e s , between north and south, between L a t i n and Germanic 
areas. In a d d i t i o n , i t should be remembered t h a t Europeans i n general 
are more attached t o t h e i r o r i g i n a l environments than the p o p u l a t i o n 
e.g. of North America, and there i s o f t e n l i t t l e m i g r a t i o n w i t h i n one 
country. I t i s u n l i k e l y t h a t these b a s i c a t t i t u d e s could be changed 
r a p i d l y : much education w i l l be necessary and i n more than one country 
something not f a r short of a change i n the philosophy of l i f e . 
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A5TEX I 

POSITION OF LIBERAL!SATIOH Of TRADE AT r s t JULY 1963 

Country 

Germany 
Austria 
B.L.B.U. 
Netherlands 
Denmark 
France 
Italy 
Ireland 
Iceland 
Greece 
Norway 
Portugal 
Sweden 
Switzerland 
Turkey 
United Kingdom 

(1 ) 

TOTAL 

Bases of Calculation 
Intra-

Zuropean 
Trade 
Total 
8C1 
384 
980 
908 
4 4 5 

853 
331 
348 

120 
4 5 7 
207 
766 
586 
142 

1 , 8 5 1 

9,222 

Governs 
ment 
Trade 

55 
5 

i*9 
10 

2 

187 
14 
1 

10 
26 
26 

54 

31 
7 

310 

Total 

746 
378 

931 
8 9 8 
443 
666 
317 
3^7 
33 
94 

207 
712 
555 
135 

1,541 

P r i v a t e trade 
Cat. I 

787 8 , ^ 3 4 

267 
59 

227-
63: 
.58 

1 2 9 
86 
4 9 

3 
23 
21 
10 
4 9 
104 

1 
•+98 

Cat. II 

276 
I 9 U 

293 
317 
163 
282 
151 

7«+ 
13 
30 

105 
73 
242 
204 

17 
678 

Cat. I l l 

1,647 3,112 . 

203 
125 
411 
518 
222 
254 

79-
224 
18 
41 
304 
123 
420 
246 
117 
3 6 6 

3 , 6 7 1 

Total 
Value 

6 7 2 . 6 
135 
8 1 1 . 5 
8 2 9 . 5 
3 3 6 . 5 

3 1 5 . 7 
2 6 0 . 4 

3 2 3 . 6 
1 9 0 . 8 
6 5 0 . 3 
507 

9 0 0 

5 , 9 3 2 . 9 

9 0 . 1 
3 5 . 8 
8 7 . 2 

9 2 . 3 
76 

9 9 . 7 
7 5 . 1 

7 5 . 1 
92.4 
91.4 
91.4 

5 8 . 5 

7 0 . 3 

(for Austria 1952) 
"Reference year: 1948 (for Germany 1949) 
Values expresses in million 

Freed Private Trade 

Category I 
Value 

2 1 2 . 3 
2 1 

I 3 8 
5 3 . 7 
46. ̂  

' 8 6 . 1 

35 

1 6 . 7 
7.8 

3 5 . 7 
6 4 . 7 

288.8 

1 , 0 0 6 . 2 

T 
7 9 . 4 

3 5 . 3 
60.8 
8 5 > 
80 

9 9 . 8 
7 2 . 2 

79 
75.2 
72.3 
62.2 

58 

6 1 . 1 

Category II Coto.-jory I I I 
Value 

2 6 9 . 5 
69 
292.5 
3 1 5 . 6 

1 5 6 . 5 

1 5 0 . 9 
6 9 . 9 

9 2 . 6 

5 7 . 9 
2 3 9 . 6 
204 

3 7 2 . 9 

Value 

9 7 . 8 
3 5 . 6 
100 

9 9 . 5 
9 6 

100 
94 

88.1 ! 

79.5 ; 
99.1 ' 
100 1 

55 

2,290.9 ' 7 3 . 6 I 

1 9 0 . 8 

45 
381 
4 6 0 . ? 
1 3 3 . 6 

6 8 . 6 

1 5 5 . 5 

214.3 
no 
375 

2 3 9 . 5 

2 3 7 . 9 

2 , 6 1 1 . 4 

T 
9 3 . 7 
3 6 . 4 

9 2 . 7 
88.8 
60 

99 
69.4 

70.^ 
89.1 
89-2 
97.2 

65 

7 1 . 1 

(1) Portugal: The last Portuguese notification includes no notification by category of products. Only the total figure given above is exact; 
values and percentages by category show the results achieved at the previous stage. 
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ft L £ fs LIST CF COMMODITIES 
TO BE raSED TA CQ.ii.ON 
PY : 'I. BÊR COUNTRIES 

OEEC 
Nomenclature 

A. TEXTILES 

Raw and waste products 
Cotton • 
' ool 
Flax 
Hemp ... 
Ramie ... ... ... ... ... *•• ... 
Silk 
Hair and other animal fibres (mohair, 
alpaga .. 

A r t i f i c i a l fibres and continuous 
filaments ... 

Semi-manufactured products (yarns and 
tops) 5610 

Wool tops ... ' 5610 
Wool yarns 5620, 
Cotton yarns .. 5630 
Rayon staple fibre and other a r t i f i 

c i a l stable fibre yarns 56liO 
Manufactured s i l k yarns 5650 
Flax, hemp or ramie yarns ... ... 5660 

Fabricated basic textiles 
Cotton fabrics 5710 
Wool fabrics 5720 
A r t i f i c i a l fabrics 5730 
Silk fabrics ... 57UO 
/lax, hemp or ramie fabrics 5750 

Ready-made clothing and textile 
manufactured products 

Knitwear 9210 
Other wearing apparel 9220 
Embroideries, t u l l e and lace 9230 
Hats and hat bodies, a l l types ... 92U0 

Carpets 9250 
Other textile manufactured products 

n.e.s 9290 

B. MACHINERY 

Textile machinery and spare parts . 8910 

5100 
(5200 
(5300 
5U11 
5U12 
5U13 
5U50 

5U90 

http://CQ.ii.ON
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8466 

C. AGRICULTURAL PRODUCTS 

O i l cakes and meal 1200 
Other feeding stuffs 1300 
Unmanufactured tobacco 1 0710 
Canned or de-hydrated vegetables ... ... ex 0850 
Fresh citrus f r u i t s ex 0870 
Casings ' 0l;29 
Cheese 0530 
Vegetables and grass seed ... ... ... 1410 

Gelatines and glues ex 1900 
Casein and albumin ex 1900 
Dried f r u i t s (dates, raisins,, prune3, 

apricots, chestnuts, walnuts, hcr.el-
nuts and almonds) ... ex 0960 

D. CHEL'ICAL PRODUCTS 

Basic slag ex 21U0 
Crude And refined coal-tar ... ... ... ex 2341 
Benzol 2342 
Coal Tar, pitch 2343 
Creosote, toluene, naphthalene, anthracene ex 2344 
Cellulose acetate and pheno-plastic resin ex 2350 
Vinyl chloride ex 2350 
Vegetable tanning extracts 2360 
Medicinal and pharmaceutical preparations 

(except antibiotics) ... 9510 
Abrasives 7490 
Pneumatic tyres, inner tubes and s o l i d 

tyres ... ex 9600 
Rubber articles for medical and tech

nical purposes ex 96OO 
Ferro-cerium ... • • ... ex 2320 
Inert gases • ex 2320 
Ochres and earth colours ex 2345 
Urea ex 2350 
Residual lye, alcaloids and alcaloid pro

ducts, opotherapeutic products and 
peptone .. ... ... ... ... ex 2360 

Lithopones, zinc oxide, titanium oxide 
and other pigments ... ex 2370 

Unworked granite ex 7410 
Refractory raw materials 7431 
Refractory products except magnesite ... 7432 
Magnesite and magnesite compounds 7433 
Graphite 7493 
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E. HIDES, TIhiP.R .AMD PAPIR 

Furskins and p e l t s , raw ..." 7li»0-9uOO 
S k i n gloves "... ex 9k30 
Hard wood ' 6200 
C i g a r e t t e paper ex 689O 

F. MISCELLANEOUS PRODUCTS 

Books, p r i n t e d matter, i l l u s t r a t e d maga
z i n e s , newspapers, etc ex9999 

Products of the graphic arts ... ... ... ex 9999 
F i s h hooks ex 9119 
Astronomical instruments, geodesic i n 

struments, m e t e o r o l o g i c a l , n a v i g a t i o n 
and drawing instruments, p r e c i s i o n 
balances ex 9120 

Medical and s u r g i c a l instruments 9123 
Cine cameras and p r o j e c t o r s ex 9129 


