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In a variety of forms the European union (EU) has been in existence for over 

40 years, originally formed as the European Economic Community (EEC) with

the treaty of Rome in 1957 and came into operation on 1 January 1958. The 

six original member countries (Belgium, France, Italy, Luxemburg, 

Netherlands and West Germany. 

) had already made a move towards integration with the formation of the 

European Coal and Steel Community, 1952. This removed all restrictions on 

trade in coal, steel and iron ore between member states. The aim was to 

gain economies of scale and allow more effective competition with the USA 

and other foreign producers. This principle was to be extended and aimed 

eventually to be a full common market with completely free trade between 

members in all products, and completely free movement of labour, 

enterprise and capital. By 1968 all internal tariffs between the six member 

states had been abolished and the common external tariff established, 

although a number of restrictions on internal trade still remained 

(administrative, legal, etc) nevertheless the aim was eventually to create a 

full common market. Now there are 15 members of the EU (UK, Denmark, 

Ireland, Greece, Spain, Portugal, Sweden, Austria and Finland have all joined 

since 1973. 

) It was also hoped that by uniting many countries of Europe that the 

conflicts of world war would never be repeated, and that acting together the 

EU would be a dominate force against political and economic giants such as 

the USA. Britain has always been a leading global power. Today, Britain is a 

more influential power in the world because we are a leader in Europe. We 

are taken more seriously by America because we are strong in Europe. 
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We have more to offer our friends in the Commonwealth if we are in Europe, 

too. We are their gateway to Europe. America’s former Ambassador to the 

UK, Ray Seitz, said: “ There is a simple observation that if Britain’s voice is 

less influential in Paris or Bonn, it is likely to be less influential in 

Washington. ” Thousands of American firms have based themselves in 

Britain because we are a member of the EU and therefore a gateway to the 

European market. 

Those American firms employ almost one million British people. The 

European union now has a common external tariff and no internal tariff, a 

customs union. There were many common economic policies such as the 

Common Agriculture Policy (CAP), Regional Policy etc. one of the most 

fundamental changes in the EU was the Maastricht treaty, 1992. Although an

extension to the treaty of Rome, it represents a major step for the union. 

It aims towards full political, economic and social union. Some of the major 

objectives are; * To create economic and social progress through an area 

without internal frontiers and through economic and monetary union (EMU) 

To develop a common foreign, security and defence policy which might lead 

to common defence. * To introduce citizenship of the union. Since 1993 trade

within the EU has operated very much like trade within a country. 

This means, in theory, a firm in Birmingham could sell its goods to Paris just 

as easy as to London. This will benefit British firms a lot due to increased 

exports. 53% of Britain’s exports go to EU countries, as they can trade with 

all the EU countries with no border controls, tariffs etc. (firms will have a 

reduction in the direct costs of barriers). Before 1993 all goods traded in the 
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EU were subject to VAT at every internal border. Now all goods sent from one

member state to another will be charged VAT only in the country of 

destination. 

There is also a narrowing range of VAT rates and, member states have also 

abolished higher VAT on luxury goods. This stops unfair competition. There 

are also common commercial laws, this will make it more attractive to form 

Europe-wide companies and start joint ventures. Costs and prices have fallen

as a result of a greater exploitation of comparative advantage. 

Member states can now specialize further in those goods and services that 

they can produce at a comparatively low opportunity cost. With industries 

based on a Europe-wide scale, many firms can now be large enough, to gain 

full potential of economies of scale. Yet the whole European market is large 

enough for there to still be competition. More competition from other EU 

countries has squeezed profit margins and thus brought prices more in line 

with costs and encouraged more efficient use of resources and thus reduced 

costs. 

In the long run greater costs can stimulate greater innovation, greater flow 

of technical information and the rationalization of production. Such industries

of agriculture benefited from the EU as well, as policies were set up such as 

Common Agricultural Policy (CAP). This involves the union setting high prices

for farm products. This involves charging variable import duties to bring 

foreign food imports up to EU prices and intervention to buy up surpluses of 

food produced within the EU. 
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Firms will also benefit from the increased mobility of labour. People will be 

able to travel in work within member states with much more ease, which will 

enable countries to hire in more experienced or specialized staff. There are 

many benefits to the UK individual of being a member of this bloc to. For 

example ‘ duty free’ before 1993 if you were traveling in Europe you were 

limited to a certain amount of goods to take across the border without 

paying VAT. Now you can take as many goods as you like from one EU 

country to another, provided they are for your own consumption. 

However there are some specified amounts to stop fraud. 
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