
Contents 

Foreword 

Introduction 

1. Origins and Development of European Integration 

vu 

4 

1 

Institutions of the EEC and Their Effects on Policy 7 
Ideologies and EEC Policy 11 
Reactions to the Formation of the EEC 13 
Creation of the European Free Trade Association 15 
Overview of the EFTA Experience 16 
Overview of the EEC Experience 20 
The United States and European Integration 25 

2. Manufactured Products 32 
Income Effects of Integration 35 
Trade-Pattern Effects of Integration 49 
Net Results of Income and Trade-Pattern Effects 70 
Implications for the United States and Conclusions 73 

3. Agriculture 75 
European Agriculture Before Integration 77 
Prospects for Agriculture Without Integration 87 
The Rome Treaty and the Common Agricultural Policy 88 
Impact of the Common Agricultural Policy 94 
Agriculture in the European Free Trade Association 109 
Welfare Implications 116 

4. Direct Foreign Investment 119 
How Integration Affects Direct Investment 120 
Quantifying the Effects of Integration 122 
Evaluation 136 
Welfare Implications for the United States 139 
European Views of U.S. Direct Investment 141 



X European Economic Integration and the United States 

5. Internal Issues 
Antitrust Problems 149 
Patents and Trademark Problems 155 
Energy Problems 158 
Tax Harmonization 162 
General Economic Policies 167 

148 

6. Foreign Relations 176 
Finland's Association with EFTA 177 
The EEC and the Associated Overseas Countries 182 
The Nigerian Association 188 
Other Possible African-EEC Associations 193 
EEC Agreements with European Countries 197 
Future Possibilities of EEC Expansion in Europe 201 
EEC Commercial Agreements with Other Countries 205 
Tariff Negotiations with the United States 208 

7. Summary and Conclusions 216 
Europe and European Economic Integration 216 
British Membership in the Common Market 218 
The United States and European Economic Integration 222 
The Kennedy Round 225 
Beyond Economics 228 

APPENDIXES 
A. Tables on Imports and Exports of EEC and EFTA Countries 235 
B. Measurement of Income Effects: The Denison Method 242 
C. Measurement of the Trade-Pattern Effects of Integration 250 
D. Select Bibliography 254 

INDEX 257 

TEXT TABLES 
1-1 Growth of EFTA Imports and Exports, Selected Years, 1953-65 17 
1-2 EFTA Trade, by Member and Nonmember Shares, Selected 

Years, 1953-65 18 
1-3 Growth of EEC Imports and Exports, Selected Years, 1953-65 21 
1-4 EEC Trade, by Member and Nonmember Shares, Selected 

Years, 1953-65 22 
1-5 Growth of United States Exports, Selected Years, 1953-65 29 
2-1 Growth of Imports of Manufactured Products by the EEC and 

EFTA Countries, Before and After Integration 33 



CONTENTS 

2-2 EEC and EFTA Imports of Manufactured Products, by Member 
and Nonmember Shares, Selected Years, 1953-65 

2-3 Growth of Gross Domestic Product of the EEC and EFTA 
Countries and the United States, Before and After Integration, 
in 1958 Prices 

2-4 Ratios of Business Investment to Gross Domestic Product of the 
EEC and EFTA Countries, 1955-57 and 1960-64 

2-5 Integration-Induced Increments to Gross Domestic Product from 
Business Investment, EEC and EFTA Countries, During Transi
tion Period 

2-6 Ratios of Imports and Exports of Manufactured Products to 
Gross Domestic Product, EEC and EFTA Countries, 1957-59 
and 1964 

2-7 Integration-Induced Increments to Gross Domestic Product from 
Greater Efficiency, EEC and EFTA Countries, During Transi
tion Period 

2-8 Annual Income Increments Induced by Economic Integration, 
EEC and EFTA Countries, During Transition Period 

2-9 Increments of Imports of Manufactured Products from Non-
member Countries as a Result of Integration-Induced Growth, 
EEC, 1958-68, and EFTA, 1960-67 

2-10 Imports of Manufactured Products by EEC Countries, by Source, 
1958 

2-11 Expected Loss of Sales to EEC of Manufactured Products by 
Nonmembers During Transition Period 

2-12 Imports of Manufactured Products by EFTA Countries, by 
Source, 1958 

2-13 Expected Loss of Sales to EFTA of Manufactured Products by 
Nonmembers During Transition Period 

2-14 Time-Path of Internal Tariff Reductions in the EEC and EFTA 
2-15 Regression Analysis of Actual Shifts in Intra-Community Trade 

Explained by Expected Shifts, EEC and EFTA 
2-16 Export-Price Competitive Indexes of EEC Countries in the Mar

kets of Member Countries, 1963 
2-17 Actual and Estimated Shares of EEC Market Held by Members, 

1958 and 1963, and Difference Due to Integration 
2-18 Export-Price Competitive Indexes of EFTA Countries in the 

Markets of Member Countries, 1963 
2-19 Actual and Estimated Shares of EFTA Market Held by Members, 

1958 and 1963, and Difference Due to Integration 

xi 

34 

37 

39 

40 

42 

43 

44 

48 

51 

53 

54 

56 
58 

60 

64 

65 

68 

69 



xii European Economic Integration and the United States 

2-20 Expected Net Losses for Nonmember Countries in Trade of 
Manufactured Products Due to Income and Trade-Pattern Ef
fects, EEC and EFTA, Transition Periods 71 

2-21 Bilateral Trade Diversion, EEC and EFTA, by Product Class 72 
2-22 Loss of Trade in Manufactured Products Before and After Off

setting Trade Diversion 72 
3-1 Indexes of Current Agricultural Producer Prices, Deflated Prices, 

and Ratios of Prices Received to Prices Paid by Farmers, EEC 
Countries, Selected Years, 1948-66 80 

3-2 Indexes of Aggregate Agricultural Production, EEC and EFTA 
Countries, 2-Year Averages, Crop Years, 1948-65 81 

3-3 Growth of Agricultural Production in EEC and EFTA Coun
tries, by 5-Year Periods, 1948-64 82 

3-4 Population of EEC and EFTA Countries, Selected Years, 1948-65 83 
3-5 Indexes of Volume of Per Capita Food Consumption, EEC Coun

tries, Prewar to 1963 84 
3-6 Percentage of Domestic Needs for Selected Food Products Pro

vided by Domestic Production, 1948-65 85 
3-7 Foreign Trade in Food and Agricultural Products, EEC Coun

tries, 1950-65 86 
3-8 EEC Basic Target Prices and Import Prices for Grains, 1964 and 

1967 92 
3-9 Estimated Increase in Agricultural Production in 1963-64 in EEC 

Countries Due to the Common Agricultural Policy 95 
3-10 Estimated Increase in Consumption of Agricultural Products in 

1963-64 in EEC Countries Due to Common Market 96 
3-11 Production, Trade, and Available Supply of Selected Commodi

ties in EEC, Selected Years, 1952-63 98 
3-12 EEC Trade in Farm Products, 1958-65 99 
3-13 Exports of U.S. Agricultural Products, Selected Years, 1948-65 100 
3-14 Imports of Selected Agricultural Products by EEC, by Source, 

1957-65 101 
3-15 Estimates of EEC Potential for Grain Production in 1970 104 
3-16 Agricultural Employment as Percentage of Total Civilian Labor 

Force, EEC and EFTA Countries, 1958-64 108 
3-17 Indexes of Current Agricultural Producer Prices, Deflated 

Prices, and Ratios of Prices Received to Prices Paid by Fanners, 
EFTA Countries, Selected Years, 1947-65 112 

3-18 Imports of Selected Agricultural Products by EFTA, by Source, 
1958-65 113 

3-19 Foreign Trade in Food and Agricultural Products, EFTA Coun
tries, 1950-65 114 



CONTENTS Xlll 

4-1 Book Value of U.S. Direct Foreign Investment, Selected Years, 
1953-65 124 

4-2 Book Value of U.S. Direct Foreign Investment, by Major Sub
group, Selected Years, 1953-65 125 

4-3 Plant and Equipment Expenditures in EEC Countries by U.S. 
Manufacturing Companies, 1959-65 127 

4-4 Indexes of Plant and Equipment Expenditures in the EEC by 
U.S. Manufacturing Companies, and the Average Common Ex
ternal Tariff, for the Period 1959-65 128 

4-5 Indexes of Output of Manufacturing Industries, by Subgroup, 
EEC and United States, 1958-65 129 

4-6 Indexes of U.S. Investment in Manufacturing in the EEC, Manu
facturing Output in the EEC, and EEC Manufacturing Output 
as a Percentage of U.S. Manufacturing Output 130 

4-7 Earnings of U.S. Direct Investments in EEC and EFTA, by In
dustry Group, Selected Years, 1953-65 133 

4-8 Rates of Return on U.S. Direct Foreign Investments in Manufac
turing, by Subgroup and Area, 1957 133 

4-9 Estimates of the Stimulation to U.S. Direct Investment in Europe 
from European Economic Integration for the Period 1958-65, 
"Naive Models" 139 

5-1 EEC Production of Hard Coal and Imports of Coal, Coke, and 
Briquettes, 1955-66 160 

6-1 Trade of Finland, Selected Years, 1953-65 180 
6-2 EEC Trade with Associated Overseas Countries and Nonassoci-

ated African Countries, 1958-65 184 
6-3 EEC Imports of Selected Semitropical Commodities, Selected 

Years, 1958-65 187 
6-4 EEC Imports of Selected Tropical Commodities, Selected Years, 

1958-65 189 
6-5 Trade of Nigeria, Selected Years, 1958-65 190 
6-6 Trade of Greece and Turkey, Selected Years, 1958-65 198 
6-7 Selected Commodity Exports of Greece and Turkey to EEC as 

Percentage of Total Exports of Those Commodities, Selected 
Years, 1957-65 199 

6-8 Trade of EFTA Countries with EEC as Percentage of Total 
Trade, 1959-65 202 

6-9 EEC Trade with Soviet Area and China, 1958-65 208 
7-1 Summary of Estimated Trade Loss of the United States Caused 

by EEC and EFTA for the Period 1958-70 222 
7-2 Adjustment of Estimated Loss in Trade in Manufactured Products 

of Nonmembers from Tariff Reductions in the Kennedy Round 226 


