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PHEFACE

The Scutharn enlargement refers to the integration
of Greece, Portagal and Spain into the European Gcmmuniﬁysi
Article 237 of the ITreaty establishing the European Economic
Community (HEEC) states that "any European State may apply
tb become a member of the Comrminitys" The Greek government
applied under this Article in June 1975e¢ As 8 result of
suceessful negotiations the Treaty of Agcession was sipned
in Athens on 24 May 1979 and Greece joined the Comminityfas
a full member in 1981s The Portuguese application was made
in March 1977 and the Spanish in July 1977« The negotiastions
with them are still in progresse The Southern enlargesent
of the EEC will have considerable impact both on intra~
commnity as well as on Third World relationse In case of
the formag,enlargemant may affect the Common Agricaltaral
Policy {CAP})certain sensitive sectors of industry (such as
steel, textile etcs), 1ts finances, its energy requirements
and above all its homogeneltye In case of the latte:,enlaxgément
on one hand may adversely affect exports of developing
countries {(particalarly the Hediterranean countriesg) to the

1o In the course of the study Greece has been clubbed
with Spain and Portugal as YCandldates™ only for
analytical purposess It is technically incorrect
bacause Greecs has already Joined the comaunity on
1 Jamary 1981



BEC and reduce aid available to them and on the other hand
it will provide them with a larger markets

Iooking back, establighment of the EEC® 1in 1857 vas
oﬁe of the most important events in the history of inter-
national co~operations It was the culmination of a series
of efforts undertaken after the Second Horld War in the
directicn of economic and eventual political unification of
Zuropae The establishment of Buropean Coal and Stesl
Commanity (BCSC) in 1851 provided the blue print for the
establishment of EEC in 10567 It was Murope's first supra~
national body with the prime purpose of creating a Common
Market in Cosl, Steel and Iron oree

The EEC as a regult rcf the Rome Treaty of 1957 came
into force on 1 January '}958.3 Its main features includes
- abolition of all internal barriers to trade, free movement
of persons, services and capital, the inauguration of a
common agricultural ani transport policy, creation of
Raropean Investment Bank and sbhove all linking of overseas

So EEC was formed by ©ix West European nations namelys
Balgium, France, Italy, Luxembourg, Federal Republic
of Geramany and the Netherlands in 1057«

3e JeKs was invited by The Six to Join the ZEC but
it aid not respond favourablye The UK and six
other European nations, such as fweden, Horway,
Dernmnark, Switzerland. Aastria. and Portugal
joining later set up the EFTA (Buropean Free Trade
Area)e -



countries and ter.r5.17‘:;1*195ﬁ with the EECe

The fowe Treaty does not contain a single article
shoving Commnity's comaltaent towards developing countriese

Howaver part IV of the Treaty and Articles 110, 118 and 238
provide a narrow basgls for finding cut a development paliw.s

The conditions for asgsociation were laid down in the
Rome Treaty (in Part IV and laplementing convention annexed
to it)e The association agreewent was characterised by two
main elements namely prograssive establishment of a free
trade ares between the EBC and the associates based on
reciprocity and secondly establishment of Europsan Development
Rund for grant of financial aid to the associates with a
7iaw to promoting their economic and social develcpmentaé

Shortly aftor Roue Treaty came into force most of the
overseas territories became independente France insisted

Lo As a result of French efforts at Venice in 1056 the
S1x original weubers agreed that those non~Buropean
countries and territoriss which had special relation-
ships should become associated with the E3C(part IV

of the Rome Treaty (articles 131-36) and the Implement-
ing eanventio@-

Se RsCohen, *Zurope and the develc)ping countries " in Pheps
Eve!"ﬁs editad/ | 26 ,, I OpDRAL A
Tne external “yelations of t:m enlarged .‘mrog;ean
Commnity; (Rotterdom 1972)s Dpe100s

He ELLEN Frey Wouters, Thg ilirogean Co
Toirg tiorld 5 The Loue' convention andi.ts lmpay

(I’vﬂw York: 1‘*'50)} Q"é’ . )




that association should provide a permanent fremework for
BEuro=African co=pperation and proposed & new convention,
vnich the EEC members accepted after some initial hesitdtions
This led to the negotiations bolween the BEC and the then
seventeen African states and Hadagascar (AASH) and 2 new
convention was signed on 20 July 1963 in Yaounde?! the capital
of Camercons It entered into force on 1 June 1064e

There were a few differences between the Implementing
convention and the Yaounde! conventione The free trade
principle based on reverse preferences was maintained for
indastrial products and certain tropical productse In case
of certain tropical products (like coffee, tea, cocoa,
tropical fur stce) the Commnity preferences were unilaterally
rediced or abolishede The agricultural products came under
special arrangemente Thore was also provision for aide
In order to administer the Yacunde® convention joint insti~

tations Were set ups

Simil tanegusly with the signing of first Yaounde!
convention a declaration of Intent was adopted by the Council
of iinisters of EEC in 1863s It stated that those states
vhose economic structire and prodaction was comparable to
those of associates could enter into assoclation with the
EECe This led to the signing of the Arusha agreement between
EEC and three East African states namely Kenya, Uganda ’m



Tanzaniae

In December 1968 negotiations for renewal of Yaounds!
I Commenced between IiC and AASHM and this resulted in
signing of Yaounde! II which sntered into force on 1 Jamary
1971e 1t wag for a five year peoriod dth fixed expiry
date on 31 January 1975 The differences between Yaoundet 1
and II relate. to reduction of preferential arrangements,
increase in financial assistance to compensate this reduction
{from 730 million Buropean units of Accounts (EJA) to 918
million BUa) and the explicit recognition that preferential
arrangements shoGld not be incompatible with the Generalised
Syetem of Preferences (GSP) which is to be set up under
United Nations Conference on Trade and Developuent (URCIAD)

programuce

In addition to the Younde® agreement the ERC also
concluded both preferential and non~preferential agreements
with the couniries of iediterranean regions The preferential
agreements can be sabdivided into either Asscciation agree~
ments under Article 238 of Home Treaty or Preferential Trade
asgreoemsnts under article 113 of the Treatye The EEC signed
association agreement under Arte 238 with Greece and
Turkey for an unlimited durations In case of CGreece it
came into forco on 1 November 1962 The EEC also signed



agresaents under Arts 113 with a nmumber of countries such

as Spain, Israel, lebanon etce In case of Spain the

agreecment was for a six year period with effeet from 10 uctober
1970

Be tween 1968~72 (1063=100) Comminity's imports
increased bty 225 per cent and exports by 256 per cente The
volume of index for imports (with 1963=100) was 61 in 1958
and 1t went upto 208 in 1972+ Incase of exports it went
up from 74 to 243 in the corresponding pericé-7

he EBC of the six worked in unison and exhibited a
great deal of unity in the 19607%se During the Kemnedy Round
of Negotiastion the comminity acted in unison vis-a-vis the
United sStates of america (USA)e Howover the same unity
could not be wiltnessed in the seventies vhen the €ommnity
was confronted with the problems in the ensrgy and monetary
spheres The first enlargement of the EEC took place in 1973
with the entry of United Kingdom, Denmark and Irelande Tm.'s
enlargement particularly in view of the British Overseas
Connections led to the lome?! agreement between EEC and ferty
six African, Caribbean and Pacifie (ACP) countries and brefevertieltvude

cond. commercial cooperation Agreements(CCA) with sediterranean,

T Kenneth JeTwitchett, "External relations or ?oreign Policy"
in Kenneth JeTwitchett edited, 8 ¥o
The External Relations of the Common market (Iondon,

%ﬁ) ;?.4‘




Asian and Iatin American countricse

The study conslsts of five chapterse In Chapter I
entitled *The EEC of Nine s 1Its Ciconomic Relations with
the Third torld* the impact of the first enlargement on
Inird ¥orld countries has been analyseds This chapter also
deals with the signing of lome's convention bedween ZEC and
ACP countries and the conclusion of CCA with a number of

sdlterransan, Asisn and latin american countriese

In Chapter II entitled "Accessl on of Greece, Spain
and Portugal : Implications for intra~commnity Relations®
the poscible effects that the Southern enlargement of the
EEC will mave on intra commnlty relations have bsen analysed
{(Greece has become a full member since 1981)e Their entry
will have bearing on a nuuber of issues including agriculture,
industry, aild, regional disparities and homogeneity of the
EECe )

In Chapter III entitled "Greeceo, Spain and Portugal @
Their Hconomic Relations with the Third world" their current
economic relations with the developing countries have
been amlyseds Oreece and Portugal have limited contacts
with developing countries as compared to Sygine Among the

developing countries the oil prodacing couantries have become
important in their trade relations sinee the early 1S70s.
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In Chapter IV entitled *The Southern Expansion of-the
EEC ¢+ Its possible Effects on Its Relations with the
Third World® the effect of the Southward expansion ofi the
Third world countries has been analysede This enlargenent
may adversely affect exports of developing countries
{particularly the Mediterranean countriss} to the EEC and
may' reduce finds available to developing countriese However
it will provi de them a larger market for their productse
The applicant countries in turn will have to face twin
competition from ZEC as well as the developing countricse

In Chapter V entitled “Conclusions® the main conclusions
of the study have veen provideds The Southern enlargement may
necessitate changes in CAPy in EEC relationship with Maditerranean

countries in decision making and in commumnity institutionss

I take this opportunity to express my sincerest gratitude
to my supervisor Drs HsSeChopra of the west European studies
division of the Echocl of International Stadies Jawaharlal Nehru
University for his guidance and encouragement that enabled me
to complete my dissertations I am grateful to Ire Dharam Pal
for the invaluable help he rendered in completing my dissertatione

I am also grateful tw the Ashok Jambhekar Librarian and other
staff of the ICWA library in extending me all help concerning
literature on the topic of my researche

ke

25 Decembery 1983 J+P« KACHI



CHAPTER I

THE_TII4D VORLD

Since early 1960s Britain made various attempts
to join the TECe However her attesnt was thwarited because
of stiff resistance from the then French President Charles
de Gaulles It vas only after his exit {rom power in France
in April 1062 that British entry could be discussed seriouslye
lioreover the Franco-German tensiong stemming from the
superior strength of the West German econcay prompted
pompidow the then Irench President tos eeck extension of the
conmnitye The '31x' geve green signal for resuming the
negotiations for British accession on £ December, 1960e Ag a
result of the negotiations the EEC witnessed its first
enlargement with three new members nzmely Great Britain,
penmark and Ireland formally becoming members with effect
from 1 January 1873« Since UeKe had considersble overseas
ecnnecticns‘ new agreements had to be concluded to link

them (commonwealtn countries) to the EEC of Ninee

1o Great Britasin's Commonwealth countries were spread
all over the Globe in Africa, Caribhean, Pacific
and Asise



The ERC offered to treat the twenty commonwealth
countries of Afpica Caribbean and Pacific at par with the
Yacunde' countries for concluding a new agreements This
led to the signing of the lome'! convention between EEC, and
f’orty six ACP countries at lome' capital of Togo on 28 Februsry
1975¢ The convention caas into force on 1 April 1976e
The Lome' signatories pledged themselves to create "a new
model for relations between developed end developing
countries, compatible with the agpirations of the international
community, towards a wore just and a more balanced aconomic

2
orgeret

The chief features of the lome' agreement ineclude 3
a) financial aid for the .—iC?s» (b) 111 mamfactured goods of
ACP countries and 96 per cent of their agricultural products
including sugar will recelve tariff free and in general quota
free entry into the comzmznity§3 {c) reverse preferernces
done away with; (d) Industrial Co-operation ard transfer of
technology to AC2 countries (e) establishment of various

institutions to ensurs smooth working of the agreements

2e Carol Coggrave Twitchett, M%w
And Develoomente  (London, iby 1978), pe260e

3 The REC in fact provided daty free access to 70
per cent of ACP exports subject to CAPs




~11~

and above all (f} the introduction of *Stabex* (stabilisation
of export earnings) sche.2 designed to give ACP countries
compensation. for falls in World commodity pricasﬁ

Ine novel feature of the Lome' convention was the
'S3tabex* scheme which provided compensation for the export
losses caused by excessive fluctuations in pricess It was
implemented for thirty three basic materials and under lome® I
X 300 million EUAs ware allotted to *Stabex's The number of
products covered by *fStabex? was increased to forty four under
lome' II and grants for this were raised to 550 million ZUAse®
Farthsr EEC also introduced 8 nev scheme known as Sysmint
in 188%1e It is a similar mechanism like 'stabex' which
guarantees a set level of production and exports for s vareity

of mineralsoé

Further ss a result of the lome' convention the

de Kenneth Je ITultchett, “"Fxternal Relatlons or Foreign
Policy” in Kenneth Je Twitchett ede "Eurgps angd the
Yorld The external i=lations of tho Comuon market,
'i%u&m, 1076)3 peZise

Se Gensvieve Chedeville, "Evolutlon of EEC Policy Towards
devalopment coopn vation® in KchLa.ll. l-eolfgang Eruest,
HeZeChopra sdse. The ER( ) 1540}

{New Delhi, 19084); pgo'-?a

6s Raropesn File 3/83e¢ The Community and developing
countries, (Bm ssels, Febriary 1983); pede
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forty six ACP eountriés received preferential treatment
vig=a=-vis the Third World from the EECe The trade relations
that emerged as a result of this agreement are shown in

the table below:

Zrendg in Cowminity's external trade with
ACP countries }gzg-§Q7
Tabel 1e1

1573 1674 1975 1576 1977 1973 1975 1580-til]
tird quarter

o t ort

e ACP percentage  28e0 70e0 ~17¢0 20e0 10e0 ~5s0 24¢4 28e4
change over pre=
vious year

2¢ ACP amount in 662 1065 Be7 105 1245 119 148 190

billion EUAs

3¢ ACP percentage 7e4 8Be0 6e7 606 73 6e7 6e8 71
share .

Commanity exports

4e ACP percentage 1060 3760 3360 22¢0 2760 200 =7¢1 331
change

5¢ ACP percentage S5e¢85 53 6e7 70 7eb 743 Ge1 7ol
share

6e ACP amount in 4e4 beot Sel Oe8 125 12¢7 118 157
billion EUAS :

7¢ Commnity trade =1e8 =4ed4d =0eb ~0eb 00 Ce8  ~8e0 =303
balance EEC/ACP ,

7e The Courier; ACP-EEC (Brussels), Noe69 September - October
1981y DPedDe
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| As 1s evident from Table 1e1, the ACP percentage
change over previous year in Community imports was phenomensl
in 1074 but it became negative in 1975s Then again in 1976
and 1977 there was a positive change but in 1978 it again
became negatives In 1880 it reached the 1873 levele There
geems to bo goms sort of two yearly trend operating here,
since after two years of positive change the third year
shows a8 negative changese In case of ACP parcentage change,
(change over the previous year)in Comminity exports, except
for 14'3?%3] all other years vwiitnessed positive changeg' Farther
the ACP share in Community {mports remalned more or less
unchanged in 1980 as comparad to 1973 This is surprising in'
view or?érims preferencges that the ACP countries are enjoyinge
However in case of ACP shale in Commnity exports there was

some increase in 1980 as compared to 1973

One of the main economic interests of the EXIC in ACP
countries lies in their possession of vital raw materials
such ircn ore, copper, uranium, platinum, i{%mgstena etce
The protection of 2 stable supply of these raw materials

8e EEC's import dependence measured as percent of
consumption is overwvhelming for a number of key
metals like 7907 of iron ore, 81e0%5 of copperj 619
aluminium, Iungsten (€27); Uranium 757, Tin (87%)
Zinc {68%)s Phosphates (0997) and Lead (537)s
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is an important motive of the Eil association policye During
the period 1960=73 there was awareness that EEC countries
did not have enough, safe supplies of various rav materials
{particularly petroleum and minerals) for the expanding
needs of modern mdustryﬁ This partly helps to explains

the preferential treatment that the ACP countries have got
from the ZEECe

Begides the ACP, the Comminity has trade agresments
‘with 8 numbsr of developing countriese In the mditerranean
reglon the comuunity & gned commercial, industrial, techni-
cal and financial cooperation agreements with both the
imghreb as wellas rashreq countries, © in 1976 md 1977
respectivelye The mainfeaturcs of the agreements include
unrestrictad access to commnity markets for industrial
goods and flnaneial aide The financlal aid including grants
and Miropean Invest.ent Bank (KIB) loans are expected to
- reach 2300 million #uroman currency unit (ECI) uy

Oe Eljen Frey Lbuters, In ' 5 3€
_@;gmﬁ;g‘ The Iome Ccmventicn ) Its Impact,
{Kew York, 1080) pe80s

10e Haghreb Countries are Algeria, liorccco and Tunisia
fiashreq countries are Egypt, Syria, Jordan and
Iobancne



19864»‘n The commnity has also signed trade agrosment
based on reciprocity with Israzele

The Community has gigned non=-preferential agreements
with Brazil, iexico and Uruguaye A mimber of agreements
with other coantrics deal with trads in textiles and craft¥
goodse The EZC 1s also preparing the way for developing
Co=operation with Andean Pact Countriese

The EIZC has also concluded non-preferential agreements
vith couniries of the Indian subcontinont (India, Pakistan,
Bangla=~Desh and Sri lanka), China as well as with the
Associstion of Scuth East aslan Countries (ASEAR).

Indis signed the comuercial cooperation agreement with
the BZC in 1973« India is receiving technical and financial
assistance from the FEC and also assistance under its food
aid programuse In 1978 imports from the Community amounted to
31 per cent of total Indla's imports in 1978« On the
other hand F=C jwmports from Ingia declined from 0«25 per cent
in 1977 to 002 per cent of its world total in 1978.12 The

11 mropean File Commnity aid to the Third korld
the Loue cenvention, {Brussels ..arch 1981) ped
E ga 3/82 The Commnity ang Developing
Coantries (Jr.lssels Fehraary 18823)3§ Dede

12« KeBslall and HeS,Chopra, ZEQ ang lndia Paper

presented at M.J.g_mmar hsld at
New Delhi from 17~1¢ Lovember 1980e
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export of sugar from India hes been subject to special

agreements

The cooperation agreemont between AUEAN and EEC was
signed at Kyzlalampur in 1980 For the ASEAN, the BRiC is a
prospective economic partner for diversifying its external
relations or dependencys The ASEAN not only ships raw
paterials t0 the Commnity but is vieved by the latter as
the supplisr of 80 per cento f natural rubber, 40 per cent
of tin, 50 per cent of cocomut, 80 per cent of abaco fibee,
60 per cento f palm o4l and 15 per centof rices

velation R el
The EZC also has clase/,smce 1973« The heavy dependence

of the community on lmsported oll resulted in ESC developing

close relations with the Arab countrisse The Euro-Arab

dilalopgue (EAD) was a part of this exercises The fhraal

structure of IZAD was cvolved on 31 July 1974« It suffers

from a few basic defects inciuding the absence of sny permanent

neadquarters or secrstariat and for keening the energy

guestion ocutside the purviev of EADe The acceptance by the

ERC of the latter means that ZEC will depend on OPEC for its

o1l needse In 1977 the ZEC {mported 685 per cent of its

13e Girijesh 2ant, "ASLANS w‘ct oy vﬁ a »
lenties” Paper pesented a o8 3
Seminar held g% Few Delhi from (17-19 Novenmbher)
1280+
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1
01l needs from the Arabse 4

Tms the EEC has considerable links with the Third
Worlde It has however 2 direct interest in helping the
Third torld countries on which it depends more than the
other major industrial power s for its energy requirements
and rav materialse The commnity was the first to apply in
July 1971 the CGeneralised system of Preferences {(G59)
rocomnended by the United Katlons Conference on Irade and
Development (JLCTAD) regairing all industrialized countries to
introduce sgpeclial customg concegsiong for the export of mamface
tared and seui-manifactured goods from the Third Worlde

Tne EEC is an importsnt uarket for the Third torld
exports of primary and semi-manufactared goodse 7The Thied
vorld on the other hand i3 a good market for the export of
2EC*'s capital goodse Betwsen 1973-79 importg from all developling
countries to the EBC lncreased by 175 per cent and EECts
exports to these countries incrsagsed by 204 per centes In 1879
the share of developing countries (excluding China dnd other
state trading countries) was 40 per cent in iEC imports
and 36 per cent in exports;w The trade relations of EEC with

14e  Culshan Chanandi, he Curo=prab Dialogie, A critigue, Paper
presented at JNU=ZuC Joint Semingr held at New Delhi
from (17~18 liovenber 19380)s

15 Iuigi Bosem, e i7C%s trado relatiens 1i&
sorld' Paper presented at the Jhie

%@_C___Jomz__am::m held at New Delhi from 17=10
ovember, 1830s
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e
the Third World are shown in Zable below 3

1673

1077

1978

Inpo= Expo~ lwpo= Expo= Lmpo- Hxpo-
Ite rts rts rts ris Its .rts  rts

100

A11 develop~ 100
ing couniries
of which

Central th 16
Amarica ‘gﬁ“

Southemn €b§ 6
Hediterianean®

other Africal®)16
persien Guif{®a31
South Asia(®) 3
ASEAN‘T) 6
Far Eagt(8) 6

17

22

13
13
4

100

11

100

13

21

26
24

100

11

13

13
33

100

12

18

13
25

- BLD
106 100
11 13
18 21
12 11
37 21
3 6
6 6

16e Iblde

{a) riexico, Panama, Caba, Nethorlands Antilles, Colombisz,

Venegusla, Peru, Bragil, Chile, argentinae

{(b) Horoccos Algeria, Tunisia, Libga, Egypt, Syrias Israele

{c) Sudan, Senegal, liberia, Ivory Coast, Ghana, Nigerias,
Camaroon, Gabon, Zaire, Rerya, Zamblas

(@) Txicgy Swasn;SabdAtad dy Ko linitsy Qatoy Jhite

dihvat Emivates
Oman. s

(e) Indla, Pakistan, Bangladesh, Srilanka, Nepal, Burma,

Afghanistane

() Indonesia, aleysia, Philippines, Singapore, Thailande

(g) Chinas South Korea, Taiwan, Hong Konge



As is evident from Table 142 the Southern Hediterranean
countries have managed to retain their share of comminity
warket between the period 1873 to 1970« The share of other
Africa has declined which i1s surprising in viev of preferences
they enjoys The non~preferential countries share has ei ther
increased or remained unchanged except contral and South
Anmericae

The £5C has not treated all the developing couniries on
the samp footing but has shown discriminastion in its agreements
with different developing countriese Under the LZEC agreements
the ACP countries have received the most preferential treatuente
They have been even provided concessions for certain CAP

" proeucts such as beef and sugar in addition to duty free access
to their manufactured and other primary prodictse Further they
ere the only ones which benefit from EEC*s *Stabex' and the
tSysmint schemess However among the ACP countries, all countries
have not benefitted to the same extente In 1977 two-thirds of
the EiC imports from the ACP? were provided by just eight out of
fifty three countries, Nigeria Ivory coast and Zairs provided
nearly half all EZC {mports from ACPe Incase of Imports
thirty two countries provided less than one per cent share
of total ZEC imports from AC? countrie-s‘w Ihis indicates a

|77. See \,\IoUTERS/ 'n.q/ F.HQ



seriocus weakness in the functioning of the EEC-ACP agreementes

Thus though within the ACP all countries have not
benefitied equelly, yet as compared to non-AC? countries they
are in a more favourable positione Cneo f the possible negative
effects for the non~AC? countries is the partial loss of
the EEC market to the ACP countriese This affects these
countries ﬁmre which had earlier preferential access to the
British rarkete

In addition to EECY's trade and cooperation agreements
with the developing countries it is also an important
source of official development ald to the Third Worlde The
benaficiaries of the mMW aid are not only ACP countries
but also large number of non ACP countries including the
Mediterranean couantries and countries of Indian sub~continsnte
Inspite of the growth in EEC aid 1t has still not been able |
to collectively attain the target of (Ge7 per cent of Gross
' Hationsl Product (GNP)e In 1981 the BEC aid was 0e528 of
GN2e This target has been exceeded by the LKetherlands
(1e08 per cent in 1981) and Denmark (0«73 per cent)s The
EC comrAssion has proposed that the Community should set
itself the figure of Oe1 per cent of the commnltyts GNP as
its development target and that it can attain that in phases

over the next ten yeargei8

18+ vHomorandum of the Commnity Development Policy®

&

Bullstin of the European Communities s, (Luxembourg 1982),
Supplement S5/82 po(iL-L
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The EEC can play an importent role in the developmm t
of the Third Worlde It must take steps to increase the
exports of develcping countrises by opening up its markets
and also help the less developed countries (IDCs) in their
industrializatione It must play an active role in the Thirad
wWorldt!s demand for a nev internaticnal economic order (KIEQ).
The NIEO implies restructuring of the international, financial
trading and sconoumic systems to give the developing countries
their dus role in global economic activitye The EIC has in
principle accepted the rationale of NIEC but has not taken
any step towards its apeomplishment.w Howaver at the Venice
meeting of the Burcpean Community affirmed its commitment
to the North-South dialogus as well as to the resultant
restracturing of the interpational economie relationse

10 ATun Abhyankar :;md Nigam ?rakash, 'The mationa,
ggnmm;g grdar, TEC and Indla, paper pressnted at Eﬁ‘c -
RO Joint §gm.[’ held at New pelhi from 17-19 November
1680 .
Diss
337 4o1724
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The three Southern European Countries (namely

Greece,1 Spain and Portugal) are economically less developed
~ as compared to the Commnity of Kine and their presence will
increase the relative share of regiong andsectors in
difficulty in the commnitys Further because their agricul-~
“taral, industrial and social structures are to a2 great extent
dissglmilar to those of the Kine their integeration into the
EBg could adversely affect 1ts cohesion and achievemsn t of
economic and monetary union«z The commnity therefore faces
two basic issues nanely controlling production capacity in
the sectors where surpluses are likely to be created or
incraaged and rechannelling praduction towards sectors where

the community deficits with outside countries are likely to

widen.a

1e fresce is already 2 member since 1 January 1981s
It has been included here only for amlytical
purposese

2e 'tnlargement of the Comminity*® General Considerations?
lietin o B Co s {3elgium 1978)
ulppleﬁl"!nt 1/78y De7s

3e “*Problems of Enlargewent*, Bulletin of the %{%
Commnities, (Iuxembourg 1983} fupplement 8/32,

9-120
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However of the thres South Zuropean Countries Greece
has already Jjoined the EEC in 1981s It was the first
coantry to slgn Association agreement (under Arte 238 of
Home Treaty) with EEC in 1961s However as a resalt of Coup
dtetat in 1967, the EEC decided to *freege* Creek association
t111 restoration of democratic rule(&rﬁkaQ. Greece applied
for full msmbership in 1975 and as a resalt of subsequent
negotiations finally joined the Commnity in 1081e It has
been provided a five year transitional periode The other
two countries namely Portagal énd Spaln applled for full
membership 4in 1977 and negotlations with them are still in
progresse The case of Spain is a bit problematic becausze of its
size and econouic powere According o one senisr TEC officilal
Spain "Can expect to undergo wiCh wore vigorous examination
by EEC than it seems prepared to give either Gre:xce or

?crtagal.“4

- The effects of Greece'’s entry alone on tha EEC are
not very significante Its per capita income was § 3370 as
compared to § 3780 of Irelande Its total exports were

4e Bric NeBacklanoff - Egonomjic frans on_of
Spain and Portigal’ (New York, 1878}, peODe
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also well below the Irighe Greece's exports in 1979 were
worth § 3852 whereas that of Ireland were worth § 7164e
However, both countries had roughly the same level of &mports
in 1970« :The value of Greek imports in 1079 was § 9624
vhereas that of Irish imports it was § 9864« Greek exports
to the EEC amcunted to 1 per cent of the ESC imports from
all third countries in 19708

Tmas the entry of Gresce alone has not made much impact
‘on the BBCe The EC Commission has observed, "Zconomicslly
speaking the community of Ten is broadly the same as that
of Nine except that in shipping, the inclusion of Greek
merchant fleet (34 mp grt) will give the commanity the worldts
leading merchant fleet with more than 100 m grgcé Howaver
if Greek entry is considered with the possible entry of
Portugal and Spain as well then the impact on the intra
comminity relations as well as the third world will be
considerables The impact on the former has been discassed
belove

be Eberhard Hhein, *The Iaplications for the Developing
Countries of the Second enlargeuent of the EEC'in
KeBelall, Wolfgzang, ZSrnst, HeSeChopra, edss The EEC

in_the_ Global Syptewm ) {iew Dalhi, 1984)s pe&Opnd
Table I ppeb0=Dle

6e Bulletin of the Furopcan Commnltles Comuisgion
lios 1y vOle 14, (Brussels, 1931)e



The Southern onlargement (fece inclusion of Spain
and Portugal as wvell into the EIC) will resalt in EEC having
the biggest presence on the Mediterranean sea boarde It
will intensity ZEC links with lLatin Amerieca (because of Spanish
entry}e Further for the Nine ,the trade importance of the
three camtries/ amount to Z2e1 per cent of imports and 35
percent of exports including intra~community tmde:’
In case of agriculture the maln impact will be on
producer countries namely France and Italy vhich are likely
to be affected by the low priced goods produced by the three
particularly Spaine In Spain the contribution of sgriculture
to Gross domestic product (GoP) is less than 10 per cent
on the othar hand Portugal and Greece smaller but more
open than Spain to trade depend more than the latter does
on their agricultaral sectors as source of income and
employmentoa The contribation of agricalture to GuP is
145 per cent in Par tugal as cowpared to @ percent

7 loukas Tsoakolis, Second rRound of Enlargement and
the liediterranean’in loukas Tsoukalis eds, Gregge

and The Earopean Commanity, (Oxford, 1972), p+152e.

8s loukas TeKatsell, .acro Economic Adjustoznt and
Exchange rate 'policy in Hiddle Income countrieses
Gresce, Portugal and Spain in 1970s" in Harcello @8

Cec io edited &M&%“Mm
(Gx:ford, 198"1}, Ppe189~180e
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for Spaine In case of the couminity the share of agriculture
is only 328 per cents

The agricultursal production of the three 1s largely
complimentary to that of the communitye The enlargement is
likely to bring about some redaction in surpluses in cereals,
meat and dairy products while at the same time leading to
communlity self sulficlency in Mediterranean productse All
the three countries have tediterranean type of agriculturs
with emphasis on crops such as wine, olive oil, fraits and
- wegetables rather than animal producte These typically
raditerranean products are also important for PFrancg and
Itslys Both these countries have regions wnich will be hard
pressed by competition from the three sinee they have
lower labour costs and hence lower prices givédng them an
undoubted advantages The impact of sccession on mediterranean

crops is shown in the table below:

Nex*t bou{e.



Tabla 21 JImpact of gagion on lMediterrs
{as percentage of final agricul tural
production}g
Item Country percentage of final egri~
al rojuction
I Cereals France 15%
Italy 124
Spain 10#5%
Portugal 12426
Greeca 1343%
11 Fresh France 6e3
Vegetable
Italy 1247
£pain 13«8
portugal Oe?7
Greece 1e?
II1 Citrus France -
Truit
italy 209
Spain 362
Portagsl 123
Gresace 18
Oe *The Second Enlargement of the Baropean Community”

%@&%&%@@M&m&? {laxembourg
July 1979) Supplement 5/79; pe16e
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Iten

Other
frauit

Wine

- Glive Oil

Others

Animal
Pradicts

country

France
Italy
Spain
Portugal

Greece

France
italy
Spain
Portugal
Greoeace
France
Italy
Spain
pPortugal
Greece
France
Italy
Spain
portagal
Greece

France
Ftaly
Spain
Portugel
Greece

Percentage of final
i ral 13C 1

405

843
Be2
4ded
105
6ot

6e6
43
6ot
Be3
10
1246
134
148
2646
568

4102
349
315




Thus as is evident from the table 21 the Mediterranean
products of thethrse provide direct competition to France
and Italye 1In view of the competition France and Italy
have submitted proposals for the reform of agricultural
policy applying to Mediterranean productse A better market
organization for such products mainly fruits and vegetables s
15 seen as a means of redressing the present imbalance in
favour of Nor thern Burocpean agriculturél produce, cereals,
meat and dalry productse Both countries are in favour of
improving the measures for market price support and ‘for pro-
tection against imports from third countriese Howaver the:
commission hes already cowe up with some proposals on Medi~
terranean agricualture with malin emphasis on structaral
WEA SUrese

Further while integrating the three into CA? two
important considerations may be taken into accounte On one
hand because of high EC price levels, farmers in three coun=-
tries would be encouraged to produce more of the Mediterranean
productse On the other hand however aligning prices upwards
could bring about changes in consumer pattern in the spplicant
ccantries~ In fact Ladtfew years saw shift in eating
habits in Spain and Portugal which led to defieits in
their trade balancese The enlargement vwill lead to surpluses
in Medliterransan products because the three together with
France and Italy produce similar productse The emergence
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of surpluses will lead to decline in prices of thaese products
which will be detrimental to the interest of the producer
couantries though the consumer countries would gaine

Farther ag & result of integration of the three thers

my be upward revision in their wages to bring them

at par with the commnity leovele As 3 result of this

there msy be changes in standard of living and hence shift

in consumer patterns The CAP must take into account these
considerationse

Hence in the agricaltural sphere the EC must teke
into account the implications th-=t emlargemsnt will have on
Mediterranean productse It should undertake necesgsary changes
in CAP to deal with this questione In fact the commission
has emphasigzed in its Fresco thot

#it is important that this potential (for growth)

beused in applicant countries for developing lines of

production other than those normally associzted

with ﬁed}terranean countr%ks znd especially products

with high protein content’

In the industrial field the enlargament presents mch
more problem to thz three than to the existing memberse The
Mombership will lead to trade uith EFIA -nd lower tariffs
vis=a~vis the Third countrles like Ilome' countries and other
developing countriese It may be pointed that it was beéause of
industry that Greece, Spaln and Portagal Uitnessed sustainped

10s Ibid pe15



grovth in the 1960s and early 1970'se In Spain and Porta~-
gal industry accoanted in 1075 for 40477 end 4529 of

Go? respectively while Commnity average was 44¢4%s

In Greece 1t was one third of GDPe lHowever their industrial
development wag due to high degree of tariff and non-tariff
protection and state subsidies, aimed at preserving the
domestic market for local firmse Therefore lowering and
eventual removal of tariff bacause of their integrstion into
11 Farther
trade liberalization would lead to extinction of a large

EC will subject these industries to competitions

naaber of small and inefficlent firmse Horeover the stru-

cture of industrial trade betwsen the Three and EEC showus

vertical division of labour with the latter specializing

in p;odaction, of labour intensive goodse This specialization

requires low wages whichn is not possible once integeration

takes place becauss keeping lov woges would lead to fiight

of labour to hlgh vage coantria3a12
However for the Nine, enlargement offers nev markets

for their exporise Spain provides an importént market

for consumer goods and consumer duarables and on the other

hand the EBC will in tarn provide an iaportant market for

the apnlicantts primary snd manufactured productse

11e  Ibid pel7e

1vs See Loukas Tsoukals “Economic oivergence =and enlargement®
in ﬁichael Bodges and William Eﬁllaee, ede Egonomic

{The Royal Institute
of International Affairs 198 by George Allen and Jnvin

london, Boston Sydusy), pe160e




However there are problems 1ikely to erop up in case
of declining sectors of indastry in the EiIC because of
enlargemente The 'sensitive’ sectors of industry which are
already 4n difficulty in the present commnity include,
steel, ship bullding and repairing, textiles and garment
mznafacture and footwears In their case enlargement will
pose probleme The enlargement will creste probleam in case
of steel which 1is in difficualty in the presemt Comminitye
The steel production in tne applicant countries particularly
Spain is considerables In 1980 Portugal produced 0«5 percent
and Spain S8 per cent of the steel produced by community of
ten in the same yearo13 Farther in case ship bullding and
shis repairing also problems will be posed by Spain (which
hag worldts third largest ship bailaing indastry) andg Greece
vhich has begun to branch into ship building as well in
addition to ghip repairinge Farther more in case of textiles,
garment mamafacture and footwear also problem will arise
boceuse they zre important industries in the three from the
point of view of output and employment znd they are in
difficulty in the Commnity of Ninee The three candidates
are, clessified by the EEC as 'low cost suppliersts Horsover

these sectors are important to the Third VWorld Countries

13« See Balletin of the Buropean Comminities, B8/82, NeP,pei?




for wnom EEC 1is an lmportant market for these productse
Far thermore, opening of the EIC market to this tyre of product
from applicant countries raises the lssue of preferential
access which the community had hitherto reserved for the

developing caantries.‘é

The developing countries are
equally important for EC because of its derendence on them
for energy needs 2nd rav materialse

It is likely that (in cese of these sensitive
industrises) pressurs will be exerclsed whereby the three
will not be permitted to expand production in those spheres
vhere community has already reached surplus cazracitys BSuch
pressures will increase if the EEC develops its own industrisl
policy in textiles and steel and also if ald is given to
new members for 1dvestment in 1ndusc:y.‘5
vAt the time the community wag formed there was
little cause to vorry asbout differences in industrial
performance amungst member states with the excepticon
of Italye Itsly was then the only member of second
tier of countries that has now growvn to include the
U«X« and Ireland and T2y soon encompass Spain,
Greece and Portugale®
Thus enlargement will lead to greater divergence in

industrial developmente

14e European Documentation 5/72, nNeS; peife
15 Tsoukalis, nie7 pel5QLe

16e See Daniel TeJones Industrial Development and
Economic Divergence, iichael Hodges fie 12 ppe33-8s



As B result of enlargement there will be freedom
of moveument of workers within the community from low
wage to hggh wage countriese Emlgration helpaed the
three to overcome the problem of unemployments In
1673 the three supplied 229 of the immigrant labour
force to the Nine member statess At present the
unemployment problem is scute in the comamunity and
there zre fever Opportunities for immigrant laboure
Thelr integration will further incresse the unemployment
probleme Their entry is likely to increase the
problem of surplue capacity and growing unemploymant
in sectors such as textiles, steel and shifbuildinge
This would require that the three avoid investing heavily
in *sensiviive sectors' but then there will be problem of
finances MNoreover the increasing trend towards capital
intensive techniques in agriculiure and {industry will
fur ther aggravate the probleme

Murther the entry of the three Southern Eurojean
countries will considerably increase economic divergence
within the commmnitye The disparities in case of incone
has been shown in the tables below:
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Table 22 EC ceountries: GD? per capita as a percentage

of EC average (current srices =nd exchange rates}%v

ieéo. le70.  A926 . 1877 joze

Belgium 10604 1082 12562 1202 12346
Lugembourg 14005 1273 117¢4 12160 1256
Denmark 111et 1278 1417  13%«& 14040
Fravnee 11305  112e7 1223 1174 11549
Germany 11267 12546 13562 1384 13448
Ireland 54e1 5363 4648 4746 4049
Ttaly E9s7 6066  B56e7 5647  6Yet
Netherlands 831 0362  121e3 - 12546  118.2

United Kingdom 1171 885 731 72+6 7646

Greece 362 458 44 o0 4549 438
portugal BheY 287 303 Y83 2265
Spain 322 4402 5C 8 EVe1 58«2

17+ EB.CeHallet, "Econowmic Convergence andfpwvggence in
the European Commanity: A Sarvey of £vld€hce”.
Michael Hodges, nNe2; pe2be




The deta in the table 22 above shows a steadily
converging trend among Selgiqm, France, West Germany, the
Netherlands Denmark and Luxemxboarge These countries are in
the upper income bracket vhile Ireland, Italy and J.X. sre
in the lower tisre The sddition of the three will increase
the pumber of coantriee in lower tier though they are quitse
behind the countries in the lower tier as is evident in the
tablee

Table 23 EC countries: GDP? per capita ss percentage of

EC average (purchasing power p&fti&s)is

1960 1970 1676 1977 1980

{estimate)

Belgium 98 102 108 109 108
Depmar 113 121 112 119 116
France 100 106 113 113 112
Germany 118 116 118 119 118
Ireland 82 61 61 62 61
Italy 6o 76 73 72 77
Iaxembourg - 127 - 110 111
Retherlands 104 107 107 108 103
Unlted King-

dom 112 o7 23 92 51

18+  Ibld, pe27
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The Comuission (on basis of purchasing power parity)
has produced figures for GDP per capita as 2 percentage of
the communily average as 18 shown in the table 243 abovee
They shovw smaller degree of disparity asg compared with
figires based on market exchange ratios shown in thne
eariier table ZeZe Hovever a tw0 tier commnity with

convergence within tha upper tier stille-smergess

*The accession of Greece, S5pain and Portagal will
tend to make it more difficult to schleve convergence
of econouic performance within the ECe All the three
are relatively backverd in econcmic terus in compari-
son with the exlsting member statas and have a level
of GD2? per capitz well below the Coamnity sverages” 19
However since these countries except Portigsl

have had nigher rate of growth has been due to
effective state inte.vention and high tariff
protectione But however the integeration into the
comaanity would lead to trade liberalization which
wvould affect their enterprises particularly smal.

and ineffécient oness According to the L Dougall

- report the ratio betwren the richest and the
poorest region in the commnity of nine was 4e4:

in 1970 and this disparity is expectzd to increase
with the Socuthern enlargemente"£0

Enlergement will considerably add to commnity's
regional problems The backward regions in the three as

vell as in the Nine may be adversely affectede Farmers in

10 ibid ppe 28-29
20e See, Tsoukals, nel? pe153e




French Midi and the iEzzoglorne in Italy with low per
capita incoms as compared to other farmers in the Nine
wlll saffer ag 8 result of competition from the threes
in North-tast provinces of S»rain where production is
characterised by lover productivity relative to that in

other parts of the country faraers my saffere?l

vRegional disparities have been increasing over the
past fev years and the addition of three will further
accentuate the probleme The fairly rapid growth
experience by the three uptoc 1874 led to shift

from agricalture to Industry and serviécess The
comminity 1s slready having to contend this

type of problem and enlargement is going to lead o
far greater regional imbalancese Some indlcation of
this can be obtained from per caslta outpute So

far the widest gap between per canitz output of

the richest region of the commanity (Hambarg) snd poorest
(the West of Ireland and Calabris) has been in

the ratio of 6:1 and 5 to 1 respectivelye By the
same yardstick the ratio between Hzmburg and the
poorest region of the enlarged 12 member commanity
{Vil R eal 3raganca will be 12 to 1,722

In crder to deal with the reglonal disparities that
may be accentuated due to enlargement it has been pointad
out that there should be big transfer of resources t¢ the

¥editerranean regions In case of Portagal pre-accession aid

has been provided for modernizations The Commnity budget

21s Ibid pps161=-162
22 See BEurogean Documeptatiop 6/72, ne8, pe10




shoald be increased to take care of this problems The
Coanission estimates projected on the 12738 budget for a
Commnity of 12 suggest that net transfer through budget
amount to about 23 percent of GDP? for Greece, 33 for
gortagal and 4% for Spaine In addition they would
recelve loans from Earopean Investment 3ank, the OLTCLI
facility as well as Balance of Payment sid within the
framevork of Eﬁgoga Thus enlargement will put strain
on Commnity resvurcess

Horeover it is feared that the process of Earopean
integeration may be slowed down snd Commnity's internal
power structire weakened due U0 Southern cnlargomentse

*The ingtitation and organs of the presgent

comminity? wrote the commission in its

General consideration,! "cannot ensure

that the process of integeration will conti-

nue in an enlarged Comamnitys On the

contrary there is reason to fear thnet the

Comminity decision making procedures will

deteriorateses Thne institutions and

organs of the enlarged commnity must
accordingly be decisively strengthenede"?

EEC
Th§/4nomiﬁahad three 'wise men' in December 1978 to

deal with the question of making necessary institational

changes in view of enlargeumente

23s See Tsoukalis, nel? 50152

24, See Earopean Documentation 5/78; ne8 ped
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The unassimous decision mzking will become sven more
difficult withh the enlargoement of the EZCe The relative
harmony that existed in the E5C of six declined in the
EZC of Ninee The Hine did not act in unison in the oil
crisis 1in 1673 and they also have differences on issues
like contrivation to the EI{L budgete The commission has
already indicated in the *General considerations' the
means by which decision making could be made more flexiblee
It hzs suggested thet the (a8) Councll shouald make greater
use of the score availabls to it under Article 155 of the
EEC Treaty . .,.Cdevolving exccutive poweds on the
Commissio@; (b) a more systematic use of the vote by gquali-
fied majority as provided for in the Treaties and (c¢)
extension of wnjority voting in certain cases where
Treaties at present recuire unaniuity (for exnurle in
areas covered by Artlcle 100)e°°

In the Honetary gphere the EEC usnmbers have adojted
different approacheses The membership of ZEC does not

lead to sutomztic accession to Eurosean fonetary System

25¢ B1lletin of the Riropean Communities, ne3, pe8
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(EﬁS)gé as is evident from the Accession Treaty concluded
with Greeces The %Greek Government is faced with a
choice similar to the U.K. which though 2 member of EEC
still reserves the right not to participate in the common
monetary intervention sysi:«emo?‘? The other two candidztes
may also face simiiar choice znd if they choose the
British pathan then it will have adverge affect on EEC's
attearts to have an integerated monetary sysiem consisting
of all memberse The mombsrs a3lso have differences in the
budgetary sphere relating to contributions {o the ESC
budgete The addition of new members will increase the
badgetary burdene According to the badget irawn for the
twelve for the year 1981, accession of Spain aznd Portugal
would have involved an increase in budpget between 15 per
cent and 20 per cente28

In the sphere of snergy 2lso enlargement will fur ther
aggravate the sitaations The energy requirements of member

states are shown in the tasble below:

26+  BilS created in 1879 to stablize exchange rate
relationships betueen the currencies and thereby
promote gtability and economic recoverye

2%« BRuropean Flle, {3rusgels 17«18/80 November
1980)3 pelle '

28e Balletin of the Buropean Comminities 8/82, n+3 pelf



Table 24 Inergy prodaction, Consumption and trade by

regions and countries 1960, 1970, 1980029

hegions Net exports of Ket lmports of

and total energy as total energy as

country percentage of percentage of
total energy totzl ensrgy
production consump tion

EEC 1880 - 567
1s Belglum - 0747
2e¢ Denmark - 1008
3e France - 80e3
4e Cermzny, - 501
FebeyRepe
5¢ Greece ' - 83 e2
6e Irelend - 782
7 Italy - €04
8« Luxembourg - 80ed
Qe Netherlands Be1 - (1270-5444%)
10+ United
Kingdom - 43
Portagal 1980 - 1034
Spain 1980 - 836
»9« UNCTAD, Hendbook of International Irade And Development

gg};ﬂm (lew York, 1982)s extracts of Table
*D ppedSdwTe
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From Table 2e4 il 1s evident that the ESC is heavily
dependent on imported energy and the sddition of Spain and
portugal further incresse its valnerability to imsorted
energyes The EEC has mooted several steps to reduce dependence
on imported energye However 2 number of BC states which are
rich in oil ard gas like the 7.K., Ireland, Denmurk and
the letherlands are zgrinst any strong control of energy
policy from Bmssels,‘% However even in this sphere there
are differences among wember states of the EEC with oil and
gas rich states taking aj|;§:;§gltfrom tha reste

However an important argument put in favour of
Southern enlargement is that it could strengthen democratic
institutions in these states, and hence preclude the
possibllity of dictatorshi, retarning in these stateses Initially
this ernlargement wag vieved by france and Italy as a means of
redressing the geographical imbrlance in the IEC (accentuated
since 1873 enlargement) in favour of HNorthern statese Thas
in a commanity of twelve there would be five aembers c‘ni?ﬁtan-
ing the .Jdadliterranean causes However France and Italy(/ﬁreece
also)now‘fdo not viev this favourably because of fear of
com;etiiion in agriculture particularly from Spaine 1In other
vords the real problem of enlargement will be econoumic and
social rather than institutional because the Southern enlargement
will considerably incresse disparity in the levels of development
within the comminity hersby triggering a2 kind of "North-South”

debate witnin the Buropean Commnity itsalfe

30 Ellen Frey Woaters g B an Cowsn
Tnird World, (New York, 1280), pe81



Chapter III

Grasge, Spaln and Portneal: Their Fgonomic
delstions the Third torl

Gresce, Spain and Portugal are lass developed as
compared to the IZC but in tho context of torld situstion
they come under the entegory of developed countries¢3
The three have more than half their trade with the
developed countrlies and they currently import relatively
little from the developing countriess In case of Greece
1ts mzjor sappliers are the I8C, Japan, the OPEC countries
and the YSAe The organization of Petroleum exporting countries
{OPEC) =ccount for over 20 per cent of Spaints total imports
while lLatin JAmericen countrieg account for about 7 to 8
per cente In the field of trade impact of Sonthern enlarge-
ment will be mainly on the ezports of developing countries o

Howaver of the tnree Southern Zurcopean  countries, Spain
has more enduring links vwith the developing countries, wvhile

Jortagal?s links considerably declined after its overseas

1e

2 Eberhard Ehein *The Implications for developing
countries of the fecond enlargement of the EEC»
in K.3.1al1l, tolfgang Erngt, H.3.Chopra ede

Tne EZC_ In The Global Sygtem, (New Delhi, 1984);
P57
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territories became independents The integeration into

the

&

the

the

EXC will rsgalt in intensifying their links with
Third torlde The following table gives sn sccount of
trade relations of the three with different regions of

world:

Table 3e1 Direction of Irade pPercentage of Country's Total

Exports to imports from selected eountriesa

Bxgorts lmports Ezeg—iﬁn. éﬂagzs.... Sxgorts  lmoo
1973 1979 1873 1979 1873 1871 1872 1972 1973 1679 1973 1879

Indugtrial
countrics

EEC(2)

01l Export-
ing
countries

Hon COil
developing
countries

7000 E004 7643 673 7806 8168 763 7lel T0eZ 6Y%e3 70ed 5647
£443 4Ce1 5001 4403 4808 5660 4504 416 4768 4860 4260 359

]
&
o

1602 1703 1265 1542 1267 1300 1040 1005 2005 220 1503 1545

As 1s evident from table 2e1 the industrial countries share

in the impa ts and exports of the three is very large as

compared to the share of the developing countriese However

Louka TeKatseli “.acro economlc aajastment and exchange
rate policy in liddle incozme countriess Greece, rPortugal
and ogain in 1070s" in larcello de Cacco, ede JInter-
paticnal Bconomic Adjustment Omall countries and surpjeap
Mopetary System, (Oxford 1983)s3 extracts I-ble 13,
peflile

14e7 647 117 O 105 Fa2 150 602 100 11e8 9440
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the share of industrial countries has declined bstween 1073
and 19798 for both Greece as well as Speine In case of
Portagal the share of industrial countries in exports
increased in the corresponding periode Among the industriasl
countries the shere of ELC vwas very significant for the threee
In the periocd between 1973 to 1972 the share of o0il exporting
countries increased In the trade of all the three countries
both in exports as well as 4dmportse The share of non-oil
developing countries went up both in Creek as well as
Spanish trades However the share of non oil developing
countries declined in the Portucuese trade between 1072 to
1979

The three South Hurogean countries (except Spzin)
had little links with the Third Worlde 1t was partly due
to their relative under development (as compared to EEC
and other industrial countries) and partly becauge of their
pursuing protectionist policies at Lomse For the three
the share of agricultare & i1s still high as compared to the
commﬁnity averages The share of agricultare in total
GD? was 15 per cent for Greece in 1080 and 12+ per cent
for pPortagal and 9 per cent for Spain in 1978« The econo~
mically active population engage in sgriculture for
Greece was 36s5 per cent, for Spain 165 per cent and Portugal 25.5%

de

EL&QEQQK 5 <23 ¥ K8 Rae]
Statistics (heW'Xork 1083), extracts Table 6+10 ped0b



Farther the Gu? per capita of the three wag mich less ag
compared to commundty average of 10411 U5« dollars in
1980+ 1In case of Greece it was ¥ 4309, Portugal § 24902
and Spain § 56925 in 1080 The GUP per capits in Ireland
was & 539&;5 in a commnity of Ten, CGresce hés the
lowest per cepita incomee The per capita income of Spain
is higher than even Ireland while Portugal is far bahinde
Greece prior to its accession had very limited

connections with developing countriess However Spain had
considerable connections in latin Americae This is shown

below:

6
Table 32 Spaint's Foreign Trade with Select=zd Areas:
1257=58 and 1970~71 {per centage)
Imports (Celels)

Area sercent of 2ercent of Percentage
total 1987-58 total:1870~71 charge:
1857~58 to
. 1070 -7 1
UsA ?3e8 171 30366
BEC 214 3248 7551
EFTA 163 1444 3932
latin Amerieca 11e1 Se8 345,32
Others 974 2608 44646
Totals 10000 10000 458 e8
Se Ibid, UNCIAD 1083, pe433
Ge Eric NeHaklanoff, IThe mic Transformat

Spein.apd Portugal, (New York, 1873), Table 511, pe71
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Exports (fecéb)

Area Pevcentage Percent - Percentage change
of total of total 1067-58 to 1870~71
10E7-68 1870-71

Usa Ge& 148 72648

REC 2768 3647 €000

EFTA 2697 1649 235¢6

Iatin America 112 110 4200

Others 2443 2006 33045

Total 100 100 47208

From Table 32 4t is evident that 53¢ emerged as an
important trading partner for Spaine The share of latin
America in Spanish imports witnessed a decline whereas
its share in Spanish exports remained more or less unchangeds
The table shows that Latin America was an important
partner of Spain in its trade relationse

Table Je3: Spain Geographical distribution of Foreign
trade by ares 19737607

Area Imports (Percent} Exports (percent)
1973 1976 1873 1976
EEC 4249 33e% 408 46 ¢4
Usa 1641 1442 130 102
Iatin Americs 70 78 Re7 Ce?7

G2EC 113 2642 63 De7

7o Ibid, extracts Toble 67, pe8S



The Table Je3 shows that between 1973-76 the EEC's
share in Spanish imports declined considerablye The
OPEC countries ghare in Spanish imports increased considerably
in the same pericdes The share of latin America also went
up hoth in Spanish imports as well as exportse In Spanish
axports however ths EEC share increaseds The same is true
for (PECe

Portugalts links with the Third world were confined
wainly to overseas territorieses The granting of independence
to Angola, ozamblique and lesser oversoas territories by
the regime of MFA brought abouat considerable economic
changes vwhich had treasdnous effect on Portugaess
economys Portuguese exports to the former overgeas territories
wvhich averaged 15 per cent of total exports in 107973
fell to 5 per cent in 1976e The imports from territories
valch averaged nearly 11 per cent of total imports in
1072~73 declined to 2«6 per cent in 1876, In 1973 before
decolonisption Portagal bought 36 per cent of agricultarsl
imports, 31 per cent of mineral imports (including oil) and
32 per cent of its textile raw materials from overseas
territoriese In 1976 it came down to He6 per cent in agri-
culturs, 0+2% in mineral imports 18 per cent in textil-s
raespectivelys Portugal in tarn lost an important external
mirket for its textiles, canned fish, chemicals, rubber

products, iron and steel ond capital gcnds»g

Se Ibid pe1850
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The following data explains the patterns of expenditures

associated with Portugals holding on to ovarseas provincese

Billions of gﬁgugogg :

Expenditures Receipts

Extra ordinary de~ 1748 Irwastunent income 142
fence expenditures
foiciah_investments 2«1 Private transfers 1.5
Officisl Cutlays 4o Foreign travel 10

On the basis of tho above gtatistics it has been srgued
that if the amount which Portugal spent on holding on ika to the
overseas territories had been spent on Portagal, it would
have made mich more progress than 1t has made at presente

The econoumic relations of the three with the third
world ars very limitede Oreece prior to its joining the
EEC as a3 full member in 1981 had very limited relations with
the developing countriese According to the clasgsifications as
given in the U«N. year book, Greece was one ofjggjor iaport
partners of Cyprus aszong the developing countriess In
1979 Cyprus obtained 753 per cent of its imports from
Greece as compared to 33 per cent in 1768 ‘The share
of cyprus in Greek exports was 1495 per cente Greece was one
of the major export partners of Bzypt and Tunisia in 1877
However Greece no longer reusined a major export partner of

Egypt in 1979s In 1977 sgyst exported 6e16 percent of its



exports tw Greecss On the other Tunisia sent 1553
percent of har exports to Grece in 1979:*6 Now ragarding
oil Saudi Arabia was an Lmportant Supslisr of oil to
Greecee Its imports of oll from Saudl Arabia rose from
108 por cent in 1969 to 5e4 per cent in 19738

Portugal also had limited Tnird Lorld connections
being mainly confined to its overseas territoriesgs It uas
one of the major laport partners of Angola and Mozambiquee
In 1979 Angola imported 21407 percent of her imports {rom
Portuzale 1In the same year lozambigue obltained 957 per
cent of her imports from Portuzals Un the other hand
Portugal wvag one of the major export partners of Angola,
Nozambigue Burundi and Jeunions 7The share of loriagal
in Angola's exports was 26401 per cent and in that of
Mozambigue's exports was 16e14 per cent in 1978 In 1570
Por tugal was no longer a major expert partner of Burundi and
Reunion for whom it was a major export parther in 197611
In 1078 it obtained 5 per cent of its oil supplies from
. Iraqe

Spein was one of the major export partners of Cuba and

10 JN Yearbhook 10 atioval at
Vole 1, (New York, 1981) Sgecia Tab e N extraets
99-1908, 1217, 1222' ana also JeNe Isar booit of

Wﬁ%ﬁ, (New York 1980),
special Table K extracts, ppe1102; 117%, 1124«

11e Ibid ppe1206«16.




Moroccos The share of Spaln in Cuba's and Morocco's imports
wag 277 per cent snd Q38 petent resgpectively in 1970
In 1979 Spain was one of the major export partners of
Bermada (Bpanish share in its exports was 8460 per cent
in 1979); Congo (Spanish share in its was exports 10434
per cent in 1979); Ciba (Spanish share 1in its exports was
2«25 per cent in 1879¢); vomincan sepublic (Spanish share in
its exports was 533 per cent in 1907¢); Mauritania (Spanish
share in 1its exports was 13s24 per cent in 1879)3 I[ibyan
Arab Jamshiriya {(Spanish share in its exports was 526
per cent in 1972)3 Morocco (Spanish share in its exports
wag 620 per cent in 1979) and Jganda (Spanish share in its
exports 805 per cent in 1979« Horeover uptil 1976
1t was also a major export partner of Brazil, Irag, Central
American Empire and Papua New Guineas Among oill producing
countries Spain has links with Saudi Arabias, Iraq and
libyan A+JdsLibyennes The 01l imports frop these countries
was 3«5 per cent, 0«5 per cent and 28 psr cent respectively
in 1960 and 1t went up to Be71 per cent, 42 per cent and
3e¢6 per cent respectively in 1978.

The three gouth Juropean Countries conducted
more than half their trade with the developed market
economicess The folloving table shows the share of developed

1%e Ibid pp 1207-2%
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and developing market economies in the trade of the
three countries:

Table Se04 Consignment: (Value as percentage of

13
world Total)

Greece — ooain portagal
Region Special  Special Special  Special Special  Special

imports egports imports exports imports Exports
(CeleF} D-B) (C I.F) (Fe0+B) {CeI.F) (FeGoBa)

Daveloped
market
aconomies 3308 6691 7508 500 7%e8 52¢5 7406 6508 7365 £043 6345 3165

Daveloping
market
economies 1000 2766 7e5 2861 92507 4400 Y240 3DeT 2543 Y8e1 2068 1465

African
Developing

market 3ol 14e4 20 1044 7+8 1071 Tel 1060 155 4e8 2567 748

American
developing
market 3eb 2650 Q03 Qed 0e7 105 1302 1045 230 Se} Ded 9Ueb

LAPTA 365 248 002 Q002 Bed 23 1002 Q67 1e8 4ded 148 22

Aslan
developing
market 483 1067 42 1764 Bel 03 1e28 Re8 77 18e2 148 4ol

Hiddle
East 3K7 Osd 4ol 1004 504 2108 162 7Ted Hel3 1604 1e0 140

a3

Ibid npe402, 880; 731 and pp: 404, 877, 7B3e
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From Table 3+4 it is eviient that even in 1280 the
share of develojed mariet economies in their trade was very
high as compared to developing countricse. In the cage of
Greece znd Spain the share of developed economies declined
between 18970 to 1880 for both exports as well as importss
In cage of Portagal share of develosed countries remsined
more or less unchanged in case of lmports while 1t increased
considerably in case of exports in the period, 1070 to 1080,

However regarding the shire of developing countries
in the trade with the three, there was increase in its
shere in 1980 as compared to 1070 both in imports and exports
except Portugale In case of Portagal the ghare of dsve=
loping countries declined considerably in the above psriocds
This could be possibly due to the loss of its overgeas
territories vhich becoue independent during this pericde
Howaver anmong the developing countries the share of iiddle
east countrios showed an uoward trend in its trade relations
wvith the threee The trend was significant in case of imports
(in this case oil of the three from the miidle Zast during
the period 1870 to 1880e The increacing demand for oil and
oll price hike since the oll crisis in 1872 was responsible
for the emergence of this trende. TIhe American developing
merket (in particular LAFIA) was an lgportant trads partner
of Spaine Between 1270 to 18B0 there was a decline in
its shere in the Spanish exports, vhile it share in Spanish
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fimports increaseds

The three Southern BEaropezan couniries thus have
very limited relationship with the Third Vorld with the
exception of Spaine IiOwever as a result of their inte~
geration into the EEC their relations with the Third Vorld
will be intengifiecde
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The integeration of Spain and Portugal in addition
to Greece (already a member since 1 Jamary 1681) will
enhance BEC®s status ag world's largest trading powver
and will provide it wlth a strong prasence on the Hedite~
rranean gea board which has strategic as well as economic
advantagess The Southern enlargement vwill considerably
influence EEC's relations with the Third Worlds On the
one hand it will provide ths developing countries with a
larger market and on the other it will agdversely affect the
exports of the developing countries to the EiCe The
comnanlty dependence on the Third torldis considerazbles It
imports more than half its energy requirements from the Third
Worlds It depends on the Third Yorld for sbout 90 per cent
of its raw materials including coffee, cotton, copper and
managanesee HMoreover the Third Worlid 1s a good market for
its capitnl goodsé The commnity will therefore have take
into account the interests of the Third World while dealing
with Southern enlargeuments

1e vThe Comminlty and Developing Countries,”
Enropean Pile, (Brussels February, 1083}, pe2
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However Eberhard Ehein2 has argued that the Second
enlargement (refers to accesslon of Greece, Spain and Porta~
gal) will not have the same impact ag the first and that 1t
will not have any significant effects on the exsar ts of the
developing countries at least in the short-rune ils argument
is based on the faet;gi;ce the second ealargement!ié'not
taking place similtaneously for all the three and 1s thuas
spread over a pumber of years 1ts impasct will bz radjucedes
Farther the three countries already export aboat 50 per cent
of their goods t¢ the EEC (as z resalt of preferential
traaties concluded with theamle Thailr goods are thas alresady
competing wvith those of ths developing couniries in the

EEC markets even prior to theilr accession to the EEC

{(Greece has already joined in 1981) and hence thz effects
of actual enlargement are likely to be reducede

The EEC third world relstions sre governed by mtaal
interests and bensfitse The commnity has direct interest
in helping the Third world on vhom it depends heavily for
{ts energy and raw materials requirementss In fact the EC
commi ssions proposals regarding the commnity dévelepment
policy for 1980%*s indicate the Community's desire to assist
the Third worlde The comnissions proposals include : (8}

vestablishing and consclidating betueen Eurcope and its partners

29 Eberhard Rheln,"The Implications for Developing
Countries of the Second Enlargement of the EEC*
in K.B.lall, volfgang Ernst, H.5.Chopra edss Thg

EEC in the Globzsl) System (Hew Delhi, 1084),
ppPs0=51s



durable relations based on solidarity and mataal
interesty (b) introducing vis the North-South dislozue
"a nev system of international economic relations
based on srinciples of equality and mitaal bonefit,
as also to promole the couron interest of zll
countries?®, and {¢)} contribating towards the
strong thening of economic relstions betwu een develop~
ing countries (South~South Cooperation)."3d
However inspite of the E5C's intentions to aossist the
Third world nothing tangible has been achieved in the various
discussions that have taken place between the developed and the
developing countriess %“The fzilure of the Rorth Jouth
dialogue, the non=event at cancun, the stalled global nego-
tiaticns and the Internaticnal Devslopment Association (IoA)
uH
crisis are sympfomatic of thise
he EIC on its part should take concrete steps for
the development of the Third Yorlde The protectionist
at the
measures,iiC has resorted Wit Yesdpect to Ywe  developing
countries, are not conducive to developling healthy relationship
between EEC and the Third Worlde Along with ald trade shoula
also be directed towards the development of the Third Horlde
Since the Third world has essential resources vhich the
ESC needs they can alsco unite and bzrgain effactively

as GPEC has done in recent yearsas However the EXC has

3 "Aemoranaum on Comxmmity’ 8 CIQV°lon‘°ﬁt policy",
3 at; 1 : : inities {m:z;embourg

4e Ibid peit

5» BeVivekanandan, Problems of European Commmnity)
in KeBslall, ned, ppe?2i=s



clLevlriy created wedge betiuesn different developing countries
by giving some of them particularly the AC? countries more
preferential access to the ZEC marketse The countries covered
by EEC's lome' conventlon and Mediterranean policy are in a
more favourable position than the *‘non associated
countries’ of Asia and Iatin America including those that
have cuncluded CCAs with the Comuanltys Thus as a result
of the various agreeuents the LEC has besn gble to create
vestad interests within the Third Worlde Morecover its ?!
fStabax? and 'Sysmin' schemes though ostensibly wmeant for
the development of ACP" couantrles, are egaally bheneficial
if not more to the EZIC since they assure the community
of a ragular and unhindered sujply of raw materials and
nineralse

The Southern enlargement of the commnity will make
the situstion even more unfavourable to the Third lorld
countries since it will adversely affect their (LoC's)
interests in different spheres including agriculture, manua~
facturing, ald etce However all the developing countries
will not bas affected to the sase extent by the Southward
expansion of the E&Ce The effects of enlargement ¢n less
devaloped countries (LiC's) in differcnt sectors have been
exauined belove

Trhe enlargement will considerably affect the Third
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world's exports of primary products to the EZCe The three
couniries namely Greece, Spsin and Portugal produce the
same Mediterranean products as France and Ital®e Thus as a
result of the Southern anlargement THC's self sufficiency

ratios will go upe This is shown in the table balows

Table 4e1 Self=-sufficlency ratios for selected
sgricultural proﬁuatsé

EEC=9 EEC~12
percant percent

Eruitjﬁresh asnd canned 78 85

Citrus Fruit 44 77
orgnges " a7 86
Vegetableg,fresh & éaaned 1232 100
Potatoes 28 100
Toma toes 83 89
vWine 108 112
Olive 011 86 100

Ag is evident from Table 4e1 the enlargement will
lead to surplas emerging in kine and sufficlency and near
self-sufficiency in vegetables, potatoes oOlive oil, fruits
and tomatoess I& will considerably increase EEC's self-sufficiency

Ge Eberhard Rhein *Ihe lwmpljcatl for peveloains
gggggg;ggu' of the &econd Ef argement of the
ELCy in Ke3e1all, ne2; pebl
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in citrus fruit and orangese

The Southern Mediterranean Countries’ producing
similar Mediterranean products will be consideradbly affected
as a result of the enlergemente Their exsorts of a number
of products like citrus fruit from Horocco and Israel, wine
from Tunisie and Algeria, tomatoes from Moroceo, Olive oil
from Tunisia are likely to came under pressure as a2 result
of the Scuthern enlargements The ACP countries will not be
affected mach because they do no specialize in Mediterranean
productse 7They account for less than 1 per cent of EEC
imports of citrus frults Ihe countries in asia and latin
America will also remain unaffectede The enlargement will
not affect Asian and ACP countries exports of unmnufactured
tobacco since their variety is different from that of the
Greek end Turkish Varietys The enlargement will considerably
affect the Mediterranean products of the developing countriess
The tropieal products of and developing e_ountries {such ACP
and Aslan countries) will remain largely unaffected because of
enlargements The Intra-EEC trade increased from about 31 per
cent of EEC*'s agricultural imports in 1962 to 55 per cent in
1975+ This was partly at the expense of the U.S. uhose
share during this period declined from 116 percent to

e Southern imt Mediterranean countries comprise of the
Maghreb (Morocco, Algeria and Tunisia) and &shra'%-
%Egypi, Jordan, Syria and Lebanon) countries and :

Sraéacle

Be Eberhard Rhein, neb, peS4

AN
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about 10 per cent bat it was mainly at the expense
) el
of the developing countries vhose ahare‘}fram 32 percent w19l toonty

1qprvtin 1975« With the Southern enlargegient/’ the Intra<~EEC
trade in agriculture may increase further thereby adversely
affecting the LDC'ss The operation of CAP has also adversely
affected agricsiltaral imports from LDC'se First of all ny
raising the price of agricaltaral products it has diminished

- demand for theme Secondly the opsration of CAP has encouraged
domestic production thereby leading to redaction in 1mparts;9
The imports of agriculture snd food products from the
developing countries asccounted for 020 por cent of commnity
GNP in 1980 compared with 0e45 per cent for U5 and 0«47 per
cent for Japanet0
In the industrial sector also enlargement will poese

problems to the LOC*se The freedom of movement within the
REC for workers from the three (Greece, S)ain and Portugal)
is likely to have an adverse affect on vorkers wishing to
emigrate to Europe particalarly from laghred countriese In
1976, 710,000 nationals of Haghreb countries were working in

the EE{:.“ The curbs on thelr emigration would lead to

e HManmohan Agarwal, "Progpects for Bxports of Indian
Agricul taral Produce to the EEC in the eighties,® Paper

presented at W held at New Delhi
from 17-19 Novewmber 1980)e

10+ otin of the Buropean Communities 5/82 ne3 pei3

11 wThe Sgcond Enlargement of the Earopean Commnity”,
Bivonean Documentation periodical (laxembourg July
1079) " SUppIEESTIt 8778, pe 13




roduction in their remittances which would adversely
affedt the development in the Heghreb countriese

In the case of manufactured goods the enlargement
will have adverse effect on Third vorld sxports of
mamifactured goods (particularly textile and clothing) to
the EECe The imports of manufactured prodicts from the
developing countries esccounted for 135 per cent of
commnity Grose RHational Product (GNP} in 1980 compared
with 1413 per cent for the U.5. and D58 per cent for
Japane Even in case of textiles the Commnity market is
twice as open asg that of UeSe oOr 38;}3!’1012

The Commnity has classified Greece, Spain and
Portagal as 'low cost suppliers' in case of textiles and
clothinge Further the textile exports to the indastrialiged
caomntries have becomw subject {0 restrictive measures under
the maltifibre sgreement (HFA)e lNorcover textiles and
clothing occupay occupy an important place in the exports
of the three c-ndidate countrics and also they asccount
for = relatively large percentage of JEC iwmports from all
low cost countriess This is shoun in the table below:

12« s 5783 nNe3,peile




Table 4e2 BEC {mports of textile and clothing* from tlow
cost? countries, 1976 to 1979 (1,000 tonnes)s

Average annual
| change (1079176
1876 1077 1078 1976 perconte

All %low cost? 150888 10114 11,0722 1,22440 400
countrieg**

Developing 5057 58 17 5782 66745 490
countries
ACP countriss 1658 16e6 1641 106 848

Countries covered
by bllateral agree-
ments, of vhich

india 7649 70 9 538 74 5 Qe
Brazil 484 508 4746 58«0 646
Medi terranean

countriego*¥ 4008 498 44«0 6345 5546
of whicn Southera

Hediterraneant*+* 408 478 44 #0 6265 5546
Greece B3 79«0 QPe% 1008 7+2
Spain 471 401 606 £8+0 77
Portugsl 548 477 6546 81e0 158
gubtotal for

s ¢throa® 18448 1758 2184 2388 De8

13+« Eberhard Fhein, Neb pe62e
* Products covered by HFie

*% This category in-cludes the state trading countries & such
industrialized countries as Grsece, Spain & Portugale

+*  This 18 a group which included major suppliers such as Turkey
& Yugoslavia as well as smaller ones (Malta, Cyprusje

+s2+  Tunisia, Morocco, Egypte
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As 1s evident from Table 42 the Mediterranean coun-
tries export substantial quantities of texztiles and clothirg
o the EuCe The commnity's imports from these coantries
represents 37 per cent of 1ts imports from all 'low costt
suppliers in 197%  Over half of these imports were from the
three candidate countries who together accounted for about
20 per cent of the exports of the *low cost countries ag a
groupe In 1976 the threo csndidate countries accounted
for 28 per cent of imports from all HFA countries and in
1979 this went upto 35%¢'? The enlargement may lead to
increased pressure on the EBEC t0 restrain imports of
textiles and clothing from outside sourcess This wiil be
detarminatal to the LiC's and more so to thoge that have
concluded bilateral agreement under MFA particalarly the
Aslan and latin American countries such as India, Brazil
etce The Asisn and latin American countries will be affected
more than the ACP countries or the South Hediterranean countries
because latter under the EE(C's preferentizl agresments have
been provided unrestricted access to the commnity markets
in case of manufactured goodse However even in case of the
Mediterranesn countries amd the three Sguth Earcpean ccuntries
namsly Greece, Spamaindgormgal the Community has negotiated
selfrestraint agreements to regulate their importse In

case of Greece however, this restriction has ended on

31 Deceumber 18980

14e¢  1Ibid ppeb5-57s



Now, the three countries specialize in production of
labour intensive goodss This specialization would require
low wages which will be difficult to maintain after their
integeration into the EEC because it will result in flight of
lavour to high wage countriese However further specialization
sectors such ag textiles would imply protectionist tendencies
tovards the Third wWorld countries which is not in the
interest of EZC because of its heavy dependence on 1OCts
for 1ts raw material requirsmentsel®

Hovever as a result of enlargement Greece, Spain and
Portagal will have to face twin cowmpetition, from developed
EEC members oh one hand and from the developing countries
on the other hands HNow as & resalt of their integeration
into the BECe %ne candidates will have to revise their
wvage structure first of all because less wages as
compared 4o EC members would wean flight of labour to
other member countries and secondly because wembsrship
would necessitate certain minimim vagese The flight of |
labour would 1e§ﬁ to decline of surplus labour which had
depressing influence on wagess However on the other hand
inereased wage structure would lead to increased cost of
production of labour intensive goodse IThis will lead

to their goods becoming more expensive as compared to

15¢ lLoulkas Tsoukalis, "Economic Divergerce and Enlargement?
in Michael Hodges and William uWallace ede Hgonomlc
Qgr%ggence in the Buropean Commnity® (lordon, 1£81),
pe 160
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exports of other developing countries intoc the EECe Horee
over lowering of high protection rates against developing
countries (as a result of integeration) would lead to
gtiff competition even in the howe markete The EIC
membership will pecessitate the opening of their
markets to third world countriese Since LdC's pro-
duc tion costs are lower becaase of cheap labour it will
provide them stiff competitione

Now in order to tap the ZEC markets the three would
nave to preserve a wage level substantially below that of
wvestern Burope and siuilar to that of Third bWorlds
Alternstively they could press for higher EEC iwport tariff

fecreasad import quotas so as to curtall exzports of

and
1oC'se This would in tarm also protect their domostic
market from Third World competitione Howaver both these
alternatives are not coumpatible with objectives of the ESCe
The first one would result in keeping on intolerable gap in
incomes and standard of living inside western Buropes The
second vould mean lovering the chancesg of development of
LdC's by exportse But the LDC's are an important source of
energy and rav materlialis to the EiC and a good market for

the exports of its capital goods and hence thelr interests
cannot be 1gnored.16

16e¢ Christian Deubner: vThe Soathern Enlargement of the
European Commnity" opportanities and dilemmas from
a west Gerunn point of Vi@k in loukas Tsoukalls e s

arnal © Mark 28y ‘VoleXVIII Noeg)

(Oxford Hareh 1980),

pe23le
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Farther the three vill compete with the other LDG's
for developmant aid funds of the Commnitye The GDP per
caplta of the thiea is far below the Community average.1?
In viow of their relstive backwardness they will require
fands for their economic develooments Joreover enlargement
will require more funds for the implemontation of Commnity
policiese The development assistance that the thrae may
receive may affect the development aid available to the
LoCY'se In the case of (vmmunity 21d also the axe is likely
to fall more on the Asian and the latin American countries
rather than on the ACP countries or the Southern Haditerranean
countries because the ACP comitries are the commnity's wmost
important raw material supplierses The Spanish entry may
help to a gertain extent in protecting the interests of
latin American countriess

Now ag far as the oil producing countries are concerned
enlargement will further intensify relations with them because
the three are also heavily d=jsendent on imported oile In
1978 oil accounted for 52 per cent of the energy regulroments
of the EEC, of which 85 per cent was imported minly from CPECe

couantriese The oil consumption increased by 3 percent in 1879

17 In 1080 GeuePe ger capita 4in Usde dollars of BEC of
ten wasy Spain & 56255 Gresce I 43093 pPortugal I 2493;
Irelonde I 5300«

See UNCTAD Hiandboo of Interns
Statistics, (Neu York, 1982)
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over the previous yearo17 This dependence is likely to
increase with the Southern expansiones

Howaver on the positive gide the Southern enlargement
would lead to the availabllity of bigger markct to the
Third wWorlde The enlargement will alsc have an immediste
effect on prospects for eiports to the new menmbers states
since they have to adept the commnity GSP Schewe from the
date of accessione In other wrds the nev members mast
accept the acquis commntaires However,

win the long run trade creating effects of enlargement
should overtake its trade diversion effectsen8

18« Hans HMichaslis, “EZC and the Energy Crisis: Hew
. Methods and HManogement™ in ne2, pei02

20 Eberhard hein, neb, ppe52-3
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CONCLISIONS

The Southern enlargeasent of the EIC will further increase
its shore in vorld trade thus enhancing its status as an
economic powere Moreover it will result in the EEC's
having strongest presence on the liediterransan sea board which
may have both strategic as well as economic implicationse

Further the Southern enlargement way necessitats modi-
fications in EEC's *CAP'e The prospective wembers Spain and
Portaugal produce similar isditerranean proiucts (such as
olive oil, wine etcs) as France and Italy do and Greece =
new member does also likevisee Thelr integeration into the
Commanity will adversely affect the agricultursl sectors
of the existing EEC members because of thzir cheap labour
and hence lowver cost of productione This is one of the
possible reason for stalling the chances of early entry in
the case of Spain and to a lesser extent Portugale In order
to ward off this unhealthy competltion the ESC mway have to
take steps to diversify prodaction in the HMediferranean regione
Such & gtep would help in curtziling surplus and avoiding
unproductive competitions The CAP should be restmicbired
keeping in view this aspects

In the Industrisl and energy spheres the enlargement
will add to Comsunity's problems In certain sensitive
sectors of industry sach 23 iron znd steel, ship bullding




and repairing in textile and clothing and footwear, enlarge-
ment will have adverse effect becauss they are the deelining
sectors of the pregent EECe ﬁoreover‘in case of textile and
clothing, the ESC's imports from the Third ¥World will be affecteds
To avoid such an eventuality steps may be taken to regulate
production of new entrants (EEC has concluded self restralnt
agreements with them) and to discourage them from aaking
fur ther investments in these sectorse Perhaps diversifi-
cation of indusirial production my halpe In the energy
sphere the onlargement will furthser increase Comminity's
import dependence particularly on cils Here the appropriate
solation would be to accelerate the process of exploring new
gourcas of ensrgy thereby reducing dependence on imported oile
It is also understood that the Scuthern enlargement will
add to the hoterogenelty of the EEC and make decision-making
more complexs The homegeneity of ike EER apd maka derkstons
that existed betwsen the original Six members declined with the
first snlargemsnt in 1973« The Nine could not act in unison on
a mumber of issues including the energy crisis of 1873 and its
aftermath as well as on the nmonetary issuess In the Commnity
of twelve achleving unanimity will bescoms even more difficults
In such a case it is advisable for the EIC to adopt majority
voting particularly in situations where past experience has

shown that hold=ups are likesly to racurs Horgover the
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enlargement will necessitate institutional changese With
2 view to responding (o this indispensable need the EEC
has already appointed a conmmitiee of *Ythree wige men® to
agvise in this regarde

Moreover the Scuthern enlargement will further increase
the regional disparities within the comamunitys The relative
backwardness of tho applicant countries vis-a~vig the BiC
may lead to reorientstion of commnity's ald programmee
The ald that ths candidste countries will get for their
economic development may result in reduct.ion} as 8 resalt of
diversion of funds,meant for LDC'se

With the exceptiop of Spain, Oreece (already 2 member
of the EEC)and Portugal have limited contacts with the
Third Worlde The EEC membership will bring them into far
greater contact with the “DC%se The economy of these countries
(particularly Spain and Portagal) in the past has progressed
2s 8 result of heavy tariffse The membership will require
dismantling of tariffs and opening up (in accord with the
Comminity's net-work of international agreemen@ of their
markets to various groupings in the Third Worlde Thus
the Three will have to face twin competition from EEC
countries on the one hand and Third World countries having
sgreements with the LKEC on the othere This may adversely
affect their inefficient and small firms which had pregressed
hi ther tofore bhecause of heavy protectione



Furthermore it is also found th-t the Southern
expansion will affect adversely LDC*'s exports to EEC
marzets particalarly in relation to primary productse Ahong
the Third World countries the most adversely affected in
case of agricultural products will be the South HMediterranean
coantries producing simlilar products as those of the present
applicantss The tropical products of ACP countries, Asian and
Latin American countries will b2 largely unaffecteds In
case of the textiles and clothing the increased restrictions
on their lmports in view of enlargement will affect the Asian
and Latin American countries more than the ACP and South
Mediterrancan countries which have unrestricted access to
Comminity markets for mamifactured productse However the
EEC has concluded self restraint agreements with the applicant
countries ag well ag the Southerm Hediterransan countries
to regulate imports of textiles and clothinges The EEC
while dealing with Southern enlargement should take into
account the interests of the Third World as wells

The Southern enlargement may prove %0 be a boon to
the EEC in the sengse that it would further intensify 1ts
links with latin america (because of Spanish links) as on
Britain's entry its relations grew manifold with the
Commonwealth countriese In other words while the BxC will
have larger markets for its capital goods in the Third World,
the latter may 2130 benefit becsuse of access to the enlarged
Commanity markete



Without doudt as cur analysis has shown the Southern
enlargement of the HEEC bears considerable implications
both for intra-Community relations as well z2s for the Third
Worlde It will surely add to the EEC*s weight as an economle
bloce With regard to implicatlons for intra Commntity re*ations
1t may necessitzte changes in the *CA?' ag will as the insti-
tutionak structire of the EECe It is but natural that
vwhen the institutional framsworik expands there are bound to
be new unforeseeable problems of wide varisty in political,
economic and socizl milleue These will require new skills
to grapple withe As things stend in the industrial field
the ZEC may have to take steps to tadkie the problems
vhich may arise (in view of the socuthern enlargement) in
its sensitive sectors (such as steel, textiles and garment
manufacture and ship building), erergy exploration as well
as the resultant monetary problemss The enlargemesnt will
increase regional divergences within the Comminity thereby
creating a typec of North-South’ problem within the Commanity
itselfs Vith regards to implications for the Third World
the enlargement may lead to reorientation of the Community's
aid policies in favour of the candldate countries and this
may lead to reducticn of funds meant for LiC'se In the fleld
of trade the impact of enlargement will be mainly on exports
of the developing countries to the BECs HMoreover the enlarge=-
ment will provide the LDC%s with a bigger market for their
exportse The LOC*s may gain from scuthern enlargement since
in tne long the trade creating cffects of enlargement may
overweigh its trade diversion effectse
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