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Introduction 

At the core of this study lies the interest to understand the role of the European Customs 

Union and to show its impact on economic growth in Europe ever since its creation. In 

addition, even though it is impossible to predict in detail what the future will hold, the 

last part of this work, will be allocated to the analysis of various possible future 

challenges. 
 

In Europe, the Second World War ended on May 1945, leaving most European countries 

in ruins. The European economy had collapsed and much of the European industrial 

infrastructure destroyed. Emerging from the war physically devasted, Europe began a 

process of both economic and political reconstruction. It recovered remarkably well and 

one of the significant results of this recovery was the birth of the European Customs 

Union on 1 July 1968. In the early attempts to achieve a full unity, in the post-war period, 

the EU reached impressive degree of integration among its member states. By extending 

its membership to include the largest economies in Europe, the continent become one of 

the most important economic blocs. However, in the face of a progressive approach to 

produce a closer integration, the European project was an attempt to bring to an end the 

bloody and traumatic conflicts that had divided its citizens. In this respect, European 

integration was also built on the grounds of the desire to prevent the resurgence of 

nationalistic sentiments among nation states. In other words, the desire was to find a 

framework for economic and industrial recovery that would not revive old national 

rivalries but instead establish the basis for permanent peace. As the founders of the 

European community (EC) laid out most prominently in the preamble of the Treaty 

Constituting the European Coal and Steel Community (ECSC), European integration was 

an ambition to create a common destiny among the people of Europe. Nevertheless, this 

could have not be possible without the abolition of tariffs, and the internal borders, which 

is precisely what the Customs Union provides. Considering how extended the economic 

integration process in the European Union is, this thesis investigates on the Customs 

Union, as the EU’s earliest achievement, from complementary angles: historical, 

economic, legal and statistical terms. 

This study consists of four chapters. The first phase of study introduces the 

fundamental methods of trade policy analysis in a simplified world. The primary 

simplification concerns the necessity tools to approach European Economic Integration 

in Chapter 2. In particular, the chapter discussed the policies that governments adopt 

toward international trade, policies that involve a number of different actions. These 

actions include taxes on some international transactions, subsidies, legal limits on the 

value or volume of imports, and other measures by which governments protect their 

domestic economies from foreign competition. Protection takes different forms: tariffs on 

imports and non-tariff measures, as quantitative restrictions, subsidies and technical 

barriers to trade. Mind this, governments adopt such policies partially for protection and 

promotion of domestic society. Tariffs are the base of the European Customs Union. 

Together with other trade policies, tariffs play a special role in international trade in 

general, since they have been traditionally used for centuries as a significant source of 

government revenue. The analysis of a tariff can be adapted to analyse other trade policies 

measures, such as export subsidies and voluntary exports restraints. Some trade policies 

may also limit country’s imports as well, as the case of import quotas. Thus, the final 

section of Chapter I addresses EU’s trade policies with the rest of the world, by covering 

the EU’s institutional arrangements, and policies towards its various trade partners. In 

fact, at global level, the European Union has a crucial role in international development 

strategies, policies and budgets in many different international organisations and 

institutions, within the United Nations Conference on Trade and Development 
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(UNCTAD), the World Trade Organisation (WTO) and the Organisation for Economic 

Co-operation and Development (OECD). 

The second Chapter presents the main events of European Economic Integration 

in chronological order, underlying wherever possible, the economic and political 

economy logic behind the events. However before deepening into historical details the 

definition of economic integration and the explanation of its five stages is provided. In 

everyday usage of language, the world integration denotes bringing together of parts into 

a whole. Economic integration, as defined in this study can take several forms that 

represent varying degrees of integration. Balassa classification of regional economic 

integrations is often cited among those who investigated the early attempts of this process 

and admits “five stages” of integration1. In this chapter has been considered the gradual 

process that, starting from the signature in 1957 of the Treaty of Rome, led to the 

accomplishment of a total economic integration in 1999 with nation currencies convening 

to the euro. In this respect it showed how economic integration constituted the principal 

focus, in the specific form of the establishment of a common internal market, 

characterized by the four freedom, which the six founding members of the European 

Economic Community (EEC) had already accomplished by 1968. Furthermore, in 

seeking explanations of these development it looked briefly to the gradual build-up of the 

European Internal Market. There have been basically three big phases in European 

economic integration, each of these steps led towards deeper integration. The 

implementation of the customs union in 1958, which eliminated tariffs and quotas on 

intra-EU trade, was followed by the single market programme, between 1968 and 1992, 

that fostered the elimination of many non-tariff barriers (NTBs) and liberalized capital 

flows within the EU. During these years, some degree of coordination of, for instance, 

monetary and exchange rate policies was also introduced alongside with the expansion of 

the powers of the European Institutions in a number of policy areas as the laws and 

decision-making processes. Ultimately, a full-filled Economic and Monetary union 

marked the end of a phase lasting for almost half a century and became the main issue 

driving forward repeated and amended reforms of the Treaties. 

Developing the conceptual framework of this study, Chapter 3 draws attention to 

the legal foundations of the Customs Union. Characterized by continuous processes of 

differentiation and by a considerable complexity due to the administration of the Customs 

Union, it goes without saying, therefore, that Community efforts were aimed at creating 

a common rulebook for customs legislation. The wide variety of tasks laid down in the 

Community Customs Code (CCC), are the primary single codification document with 

legal personality, which defines the main principles and approaches, provide essential 

rules for customs administrations, and define customs policy. However, the dynamics of 

international trade have changed over time and have made customs tools to evolve to deal 

with challenges as they arise. Accordingly, update versions of the first customs legislation 

have been discussed. In addition, this chapter covers the definition of Customs territory 

of the Union, designed to establish the geographical space in which all Community 

customs rules must be applied uniformly. 

Chapter 4, finally, investigates on future developments of the Customs Union. 

First it analyses, at an aggregate level for total trade, the evolution of the external trade 

as a whole and compares the place of the European Union in the global trade with the rest 

of the world. Then, the chapter asks, on the base of the Gross Domestic Product (GDP), 

whether the Customs Union functions as an example of successful integration or as a 
 

1 Free Trade Area (FTA), then a Customs Union (CU), a Common Market (CM), an Economic Union and 
an Economic and Monetary Union (EMU). B. Balassa, The Theory of Economic Integration., Allen and 

Unwin, London, 1961, pp. 2-3 
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failure of the European Economic integration, and how the European Union could 

economically develop over the years. 

In the light of this, the argument put forward in this thesis can be divided into three main 

research questions that are: 

How does the EU Customs Union contribute to European Integration? 

What will the future of the EU Customs Union be from 2019 onwards? 

What is the role of the largest and most advanced Customs Union in the world? 

The questions addressed in this study are related to the recent changes in the European 

scenario. Trying to provide answers to these questions, it appears, comes with a great 

responsibility for caution and an ever-greater responsibility to refrain from drawing too 

hasty conclusions. 

 

In this respect, various sources have been used to address and analyse the 

aforementioned areas and issues. A huge part of the sources consulted include 

International Agreements2, European Treaties3, Customs Code within their amended 

versions4, reports concerning different topics5, White Papers6, and several Directives, 

Regulations and Communications issued by the European Commission. Accordingly, 

theoretical studies7, various books, documents and declarations, by different authors have 

been consulted which, due to their standing capacity, have been considered important, are 

named and referenced in the bibliography of this study. 

As regards to the statistical part, tables in this study on EU Trade were collected 

by Eurostat. The data are based on the data available in March 2020 and in October 2020. 

To understand the scale of change over the last decades the reference period for the 

information on international trade in goods is 1958-2019. Such data from 1958 to 2009 

are taken from Eurostat statistical yearbook: External and intra-EU trade A statistical 

yearbook Data 1958 – 2010. The reference period for the EU’s forecasts is 2009-2029. 

The statistical territory of the European Union corresponds to the customs territory of the 

European Union. 
 

 
 

2 General Agreement on Tariff and Trade (GATT), Trade Facilitation Agreement (TFA) 
3 Treaty Establishing the European Coal and Steel Community (ECSC Treaty or Treaty of Paris), Treaty 

Establishing the European Economic Community (EEC Treaty or Treaty of Rome), Treaty Establishing the 

European Atomic Energy Community (Euratom Treaty), Treaty Establishing a Single Council and a Single 

Commission of the European Communities (Merger Treaty), Treaty on European Union (Union Treaty or 

Maastricht Treaty), Consolidated Versions of the Treaty on European Union and the Treaty on the 

Functioning of the European Union (TFEU Treaty). The Single European Act (SEA), the Agreement in 

the form of an exchange of letters between the European Economic Community (EEC) and the principality 

of Andorra, Agreement on Cooperation and Customs Union between the European Economic Community 

and the Republic of San Marino, Treaty of Ankara (TAO) 
4 Community Customs Code (CCC), Modernised Customs Code (MCC) and Union Customs Code (UCC) 
5 The Delors Report, Report on the Implementation of EU Trade Agreements 1 January 2019, 2018 e- 

Customs Progress Report, 2019 e-Customs Annual Progress Report, THE EU CUSTOMS UNION @ 5O 

Concept to Continuum, EU Aid for Trade Progress Report 2019, Report on Economic and Monetary Union 

in the European Community by Committee for Study of Economic and Monetary Union, Multi-Annual 

Strategic Plan for Customs (MASP-C), First Biennial Report on Progress in Developing the EU Customs 

Union and its Governance, 2019 The European Anti-Fraud Report (OLAF), European Court of Auditors 

Special Report 19/2017 
6 White Paper on “Completing the Internal Market” 
7 B. Balassa, The Theory of Economic Integration, Allen and Unwin, London 1961 J. E. Meade, The Theory 

of Customs Unions, Amsterdam, North-Holland Publishing Co, 1955; R. G. Lipsey, Trade Diversion and 

Welfare, Economica XXIV, 1957; R. G. Lipsey., The theory of Customs Union: A General Survey, 

Economic Journal, LXX, 1960; J.Viner, The Customs Union Issue, New York, Carnegie Endowment for 

International Peace, 1950 
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Ultimately, this work follows McDonald’s use of the term EU or Community. 

Except in historical context when the terms ECSC, EEC and EC are used, generic terms 

EU and Community are therefore used at the same manner avoiding unnecessarily 

complicated explanations8. Accordingly, due to the several terms and acronyms used, a 

list of abbreviations is provided. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

8 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998 
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Chapter 1 – Instruments of Trade Policy 

 
“The Union shall comprise a customs union which shall cover all trade in goods 

and which shall involve the prohibition between Member States of customs duties 

on imports and exports and of all charges having equivalent effect, and the 

adoption of a common customs tariff in their relations with third countries.”9 

Article 28 TFEU 

Trade in goods and services is a practice that countries all over the world have been doing 

since the dawn of history. Nowadays, especially since the foundation of General 

Agreement on Tariff and Trade (GATT), now replaced with the World Trade 

Organisations (WTO), international trade has developed with the increase of the 

economic prosperity among trading partners. One of the main results of this phenomenon 

is that it has encouraged the majority of countries to want to join the international 

community and ask for membership in international trade organisations, awareness of the 

fact that signing some treaties, especially those establishing binding acts10, would 

compromise their national sovereignty. In other words, regulations might be drafted by 

foreign governments. Trade policies adopted by governments towards international trade, 

in order to do “whatever it takes” to protect their domestic economies from foreign 

competition, involve a number of different instruments: tariffs, import quotas, export 

subsidies, voluntary export restraints and local content requirements. Some scholars argue 

that tariffs are part of the so called “old protectionism” which involves more direct 

measures of interventions that generally do not discriminate between various import 

sources made to hinder or prevent competition from foreign products on the domestic 

market. On the contrary the expression “new protectionism” refers to more indirect forms 

of protectionism that are easier to implement, also called non-tariff barriers (NTBs), such 

as the voluntary export restraints11. 

 
1.1 Tariffs 

 
International trade plays a major role in increasing world efficiency by specialization in 

production and exchange, according to comparative advantage. Under conditions of 

perfect competition, as technology, constant return to scale, and absence of externalities, 

free trade maximizes efficiency benefits for all the participants involved. Free trade, 

however, is the exception rather than the rule12. In a wider sense, it must be noted the 

income distribution implications of trade policies and the relative power of different 

groups in the society, notably farmers, trade unions, industrialist, consumers and so on, 

to influence trade policy making. In fact, Hitris underlines that protections and 

liberalisation do not benefit all the residents of a country at the same level, meaning that 

there is always some group with interests in protection or antiprotection. In other words, 

while consumers are, generally, better of by trade liberalisation and producers by 

protection, free trade brings collective gains to the society as a whole. In this context, 
 

 
9 Consolidated Versions of the Treaty on European Union and the Treaty on the Functioning of the 

European Union, 2010 O.J. (C83), 2012 O.J. (C326) (TFEU Treaty) 
10 In international Law a binding decision is a decision that cannot be legally avoided or stopped. 

https://dictionary.cambridge.org/it/dizionario/inglese/binding 
11 Gandolfo G., International Trade Theory and Policy, Springer Texts in Business and Economics, 

Springer-Verlag Berlin Heidelberg 2014, pp. 277-278 
12 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p. 215 

https://dictionary.cambridge.org/it/dizionario/inglese/binding
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1. To preserve and encourage mature industries, such as steel and shipbuilding 

2. To promote sector strategic for growth, such as high-technology industries 

3. To cater for the special characteristics of disadvantaged sectors, such as agriculture 

4. To protect sectors important for national security and defence 

5. To correct persistent trade imbalances causing macroeconomics problems 

6. To protect the employment of labour thus averting the high social and budgetary cost 

of unemployment 
7. To avoid exchange rate changes precipitating instability 

8. To offset the unfair trade actions of other countries 

9. To operate profit-maximizing strategic trade policies. 

trade intervention policies are used, by developed industrial countries, with the following 

intentions: 

Table 1: Trade intervention policies intensions 

Source: Hitris (1998) 

Protection takes different forms: tariffs on imports and non-tariff measures, as 

quantitative restrictions, subsidies and technical barriers to trade. Mind this, governments 

adopt such policies partially for protection and promotion of domestic society. However, 

trade policy is not the panacea of domestic problems, it is unlikely that foreign trade is 

the best way for dealing with domestic problem of income inequality13. 

 
Tariffs are the base of the European Customs Union and constitute part of the European 

Union’s Budget. Together with other trade policies, tariffs play a special role in 

international trade in general since they have been traditionally used for centuries as a 

significant source of government revenue. 

According to Paul Krugman, Nobel Prize-winning economist, tariffs are taxes levied 

when a good is imported 14. A tariff may be: 

• Specific: when levied as a fixed charge for each unit of goods imported. 

• Ad valorem: when levied as a fraction of the value of imported goods. 

For instance, the U.S. imposes a 51% specific tariff on imported wristwatches (excepting 

those countries that are not part of the U.S. free trade agreements). On the other way, the 

United States for each car imported from the European Union imposes a 2.5% ad valorem 

tariff, while for the same good imported from the United States, the European Union has 

a higher tariff of 10% tariff. Either way, tariffs are used to increase the cost of shipping 

goods to that country, making imported goods appear less appealing comparative to 

domestically produced ones. These, however, keep an important role in trade 15. 

In the past, governments have relied to tariffs for different reasons: protect domestic 

industries from foreign competition was one of them. In modern times, this phenomenon 

has its roots between the 16th to the 18thin century, during which the mercantilism 

promoted a close relationship between the sovereign and commercial interests. 

Mercantilism’s view was that economic well-being originated from accumulating silver 

and other precious metals. Economists thought that free trade should be confined to raw 

materials and industries were made only for domestic producers, through high import 
 

 
13 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.216 
14 P. Krugman, M. Obstfeld, M. Melitz, International Economics: Theory and Policy, Prentice Hall, 2015, 
p.192 
15 https://www.economist.com/business/2018/07/05/new-auto-tariffs-would-batter-german-carmakers 

http://www.economist.com/business/2018/07/05/new-auto-tariffs-would-batter-german-carmakers
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tariffs16. In the late Eighteen century, an opposite opinion developed. Adam Smith 

proposed an alternative to mercantilism by promoting the concept of “free trade” in his 

Wealth of Nations, published in 1776, as ever before. His vision saw a flourishment of 

the economies when markets are left free of state control. However, Smith did not deny 

the existence of a specific role for the government, but it had to be confined to national 

defence and administration of justice. Another significant date in the tariff’s history was 

in 1846 in which the British “Corn Laws”17 were at the centre of political conflicts. In 

particular, landlords wanted high tariffs that kept food prices high and raised their 

incomes apart from urban manufacturers who wanted to abolish the tariffs to reduce the 

cost of living. The fights over the Corn Laws demonstrates that trade policies have 

important consequences for income distribution and as a result they had been trapped in 

much broader political contests until now. Apart from the United Kingdom, in the late 

19th century also Germany and the United States adopted tariffs on imports of 

manufactured goods to protect their new industrial sectors. Today tariffs are not “just” a 

matter of economic policy, they are subject to innumerable trade war which are, for most, 

a political issue as the politicization of trade policy increased further during the interwar 

period. In fact, they are used by States, especially those with a large economy, as a weapon 

to settle trade disputes. Even though, after the World Wars, the winning Allied powers 

believed that promoting international cooperation by establishing international 

organizations was a good way to build peace and to have a more integrated world so that 

would prevent military conflicts. The so called post-war international order was instituted 

by the International Monetary Union (IMF), an early version of the European Union 

likewise the World Trade Organisation (WTO).By far, the main idea was to reduce tariffs 

and promote free trade agreements worldwide. In this way, citizen might be encouraged 

by national government to buy domestic products when making foreign products more 

expensive. If in theory this strategy may reduce domestic trade deficit, however, in 

practice, things are not what they seem. The increased prices can lead to a lower GDP in 

the short term likewise, in the long run, protected industries may not be able to compete. 

When it comes to analyze trade policy in practice, it is imperative to understand how 

much protection a tariff or other trade policies provides. It’s been said that the tariff’s 

main purpose is both to provide revenue and to protect particular domestic sectors. 

However, the answer, as Krugman affirmed, is expressed as a percentage of the price that 

would prevail under free trade. Furthermore, the economist suggests using the concepts 

of consumer surplus and producer surplus to better underline that the domestic producers 

of a good gain because a tariff raises the price they receive18; Nevertheless, this is also 

the reason why the domestic consumers lose. In these terms, measuring protection would 

seem easy: If the tariff is an ad valorem tax proportional to the value of the imports, the 

tariff rate itself should measure the amount of protection; if the tariff is specific, dividing 

the tariff by the price net of the tariff gives us the ad valorem equivalent19. However, 

when trying to calculate the level of protection, following these rules, some problems 

may arise. For instance, one is to be found in the size of the country imposing the tariff. 
 

16 D. Rodrick, Globalization Paradox: Democracy and the Future of the World Economy, Norton & Co., 

2011, p.75 
17 Corn was a generic synonymous with grains, and the tariffs in question covered all food and cereal 

imports. Ibidem. 
18 The concept of consumer surplus measures how much consumers gain from purchases by computing the 

difference in the price actually paid from the maximum price they would be willing to pay for each unit 

consumed. This means that when the price increases, as a result, the quantity demanded decreases along 

with the consumer surplus. On the contrary as the price increases, the quantity supplied increases as well 

as the producer surplus. This phenomenon is known as Producer surplus which measures the sum that 

producers gain from sales by computing the difference in the price received from the minimum price at 

which they would be willing to sell the products. P. Krugman, M. Obstfeld, M. Melitz, International 

Economics: Theory and Policy, Prentice Hall, 2015, p.196 
19 Ibidem. 
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In fact, foreign economies20 may be influenced if the country has a large economy. On 

the contrary a smaller country is unable to modify, with its commercial policy the world 

price of the product; this is a consequence of the small relative size of the country, 

whereby the variations that its commercial policy is able to produce are relatively 

irrelevant to the complex of exchange flows transiting on the world market and, therefore, 

irrelevant with respect to the level of price that is determined in it. Nowadays a lot of 

trade is regulated with the use of import quotas and export restraints rather than tariffs, 

because the majority of modern governments prefer to protect their domestic industries 

through a variety of nontariff barriers such as import quotas (limitations on the quantity 

of imports) and export restraints (limitations on the quantity of exports). Nonetheless, 

understanding the effects of a tariff remains vital to understand other trade policies since 

they have been the simplest and oldest form of trade instruments21. When it comes to talk 

about tariffs in a customs union, another problem concerns how the common tariff of the 

countries participating in the free trade area, should be determined. Has been previous 

underlined that in this Article XXIV of the GATT is self-explanatory, the duties and other 

regulations of commerce imposed […] in respect of trade with contracting parties not 

parties to such union or agreement shall not on the whole be higher or more restrictive 

than the general incidence of the duties and regulations of commerce applicable in the 

constituent territories prior to the formation of such union. However, since no description 

is given as to what is meant by the height of a tariff, the following sections tries to provide 

an explanation considering the case of the Common Market of the EU. Accordingly, in 

that case the choice was made upon an unweighted average of duties effective on January 

1957, within the Benelux Countries, France, Germany and Italy. However scholars have 

criticized this choice because it imparts upward bias to the new tariff level, since the high 

French and Italian tariff receive the same weight as the lower German and Benelux duties, 

even though the volume of trade in France and Italy is smaller than in the latter 

countries.22 Balassa’s results, therefore, underlines that the procedure employed in 

calculating these tariffs does not have an upward bias. In this regard, considerable 

economic literature has been devoted to the economic effects of eliminating intermember 

tariffs23 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

20To describe the patterns and effects of international trade between two countries, economists deal with 

what they call Home and Foreign countries. 
21 P. Krugman, M. Obstfeld, M. Melitz, International Economics: Theory and Policy, Prentice Hall, 2015, 

pp. 192-202 
22 Ivi, 47. 
23 B. Balassa, The Theory of Economic Integration, Allen and Unwin, London, 1961, pp 1-3. See also J. 

Spraos, The Condition for a Trade-Creating Customs Union, Economic Journal, 1964; H.G. Johnson, The 

Economic Theory of Customs Union in Money, Trade, and Economic Growth, George Alien & Unwin, 

London, 1962 pp. 46-73 
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1.1.2 The Theory of Customs Union 

Among those who investigated on theoretical economic implication concerning the 

creation of a customs union, it is impossible not to draw the attention to Jacob Viner24, 

James Meade25 and Richard Lipsey26, who represent a milestone in economic literature 

and continue to influence current economic studies. Viner, in his classic The Customs 

Union Issue, wrote: in the literature on customs union, it is almost invariably taken for 

granted that rivalry is a  disadvantage and complementary is and advanced in the 

formation of customs union.27 He discussed about the impact of the customs union on 

trade flows and distinguished between trade creation and trade diversion effects of a 

union. Trade creation must be referred when a Customs Union leads to the movement of 

trade from a high cost to a low-cost producer, likewise, trade diversion appears when the 

reverse arises. In his analysis Viner lists, under seven headings, the factors which are 

likely, to decide whether a particular customs union has mainly trade-creating or trade- 

diverting effects, that are: 

1. the larger the economic area of the customs union and therefore the greater the potential 

scope for internal division of labour. 

2. the lower the average tariff level on imports from outside the customs union are as 

compared to what the level would be in the absence of customs union. 

3. the greater correspondence in kind of products of the range of high cost industries as 

between the different parts of the customs union that were protected by tariffs in both of 

the member countries before customs union was established, that is, less the degree of 

complementary – or the greater the degree of rivalry – of the member countries with 

respect to protected industries, prior to customs union. 

4. the greater the differences in unit costs for protected industries of the same kind as 

between the different parts of the customs union, and therefore the greater the economies 

to be derived from free trade with respect to these industries with the customs union area. 

5. the higher the tariff levels in potential export markets outside the customs union area 

with respect to commodities in whose production the member countries of the customs 

union would have a comparative advantage under free trade, and therefore the less the 

injury resulting from reducing the degree of specialization in production as between the 

customs union are and the outside world. 

6. the greater the range of protected industries for which an enlargement of the market 

would result in unit costs lower than those at which the commodities concerned could be 

imported from outside the customs union area. 
 

7. the smaller the range of protected industries for which an enlargement of the market 

would result in unit costs lower than those at which the commodities concerned could be 

imported from outside the customs union area but which would nevertheless expand 

under customs union28. 

 
According to Meade’s words it is difficult to disagree with Viner's study. Therefore, the 

general conclusion, is that customs unions may often be protective devices which divert 

production from the more to the less economic sources of supply, and that only in certain 

conditions are they likely to lead to a more economic use of resources. This, he rightly 
 

24 J.Viner, The Customs Union Issue, New York, Carnegie Endowment for International Peace, 1950 
25 J. E. Meade, The Theory of Customs Unions, Amsterdam, North-Holland Publishing Co, 1955 
26 R. G. Lipsey, Trade Diversion and Welfare, Economica XXIV, 195, pp 40-46; R. G. Lipsey., The theory 

of Customs Union: A General Survey, Economic Journal, LXX, 1960, pp. 496-513. 
27 J. Viner, Op.cit., p. 44. 
28 Ivi, pp. 51-52. 
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regards as a strong argument in favour of more universal attempts to reduce trade barriers 

on the lines of the, for instance, the GATT29. In The Theory of Customs Unions: A 

General Survey, Lipsey defines the theory of customs unions as that branch of tariff 

theory which deals with the effects of geographically discriminatory changes in trade 

barriers. Throughout the development of the theory, he found out two possible scenarios, 

an oscillation between the belief that a Customs unions will always, or nearly always, 

raise welfare, and the belief that, depending on the particular circumstances present, a 

customs union may have any imaginable effect on welfare. Lipsey’s theory underlines 

that the effects of customs unions on welfare may arise from a number of different sources 

as the specialisation of production according to comparative advantage, which, as 

previously said is the basic tool of the classical case for the gains from trade; economies 

of scale, changes in the terms of trade, forced changes in efficiency due to increased 

foreign competition; and a change in the rate of economic growth30.In his theory he 

introduces the earliest customs-union theory, which, in past underlined that Free trade 

maximises world welfare and a customs union reduces tariffs becoming therefore a 

movement towards free trade; As a results, a customs union will, increase world welfare 

even if it does not lead to a world-welfare maximum. However, Viner, reject this theory 

with the aforementioned concepts of trade creation and trade diversion.31 To be more 

specific, an example of trade creation implies that: 

A tariff of 100% levied by country A 2 will be sufficient to protect A's domestic 

industry producing commodity X. If A forms a customs union with either country 

B or country C she will be better off; if the union is with B she will get a unit of 

commodity X at an opportunity cost of 26 shillingsworth of exports instead of at 

the cost of 35 shillingsworth of other goods entailed by domestic production. […] 

If A had been levying a somewhat lower tariff, a 50 % tariff, for example, it would 

already have been buying X from abroad before the formation of any customs 

union. If A is buying a commodity from abroad, and if its tariff is non- 

discriminatory, then it will be buying it from the lowest-cost source-in this case 

country C. 

On the other hand, trade diversion must be referred when a customs union con country B 

is formed: 

B's X, now exempt from the tariff, sells for 26s., while C's X, which must still pay 

the 50 % tariff, must be sold for 30s. A will now buy X from B at a price, in terms 

of the value of exports, of 26s., whereas she was formerly buying it from C at a 

price of only 20s. 

Translated, means that since it entails a movement from lower to higher real cost sources 

of supply, it represents a movement from a more to a less efficient allocation of resources. 

This represents what Lipsey and Lancaster have called The General Theory of Second 

Best, which occurs when it is impossible to satisfy all the optimum conditions32. And yet, 

Meade in his The Removal of Trade Barriers: The Regional versus the Universal 
 

 

 

29 J.E. Meade, The Removal of Trade Barriers: The Regional versus the Universal Approach. Economica, 

18(70), 1951, p.192. 
30 R. G. Lipsey, "The Theory of Customs Unions: A General Survey." The Economic Journal 70, no. 279, 1960, 

pp.496-513. 
31 J. Viner, The Customs Union Issue, Carnegie Endowment for International Peace, New York. 1950, pp. 

43-4. 
32 R. G. Lipsey, Op.cit., p.498. See also R. G Lipsey., K. J Lancaster., The General Theory of Second Best, 

Review of Economic Studies, Vol. XXIV (1), No. 63, 1956-57. 
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Approach33 argues that the idea of customs unions should be promoted between 

competitive rather than complementary economies.By looking at the inevitable wide 

divergences between the comparative costs which would rule inside the two economies 

in the absence of trade, Meade summarises that a customs union is more oriented to lead 

to a more economic use of resources if it is between economies which are potentially very 

complementary, namely, it would produce very different things in a free-trade world, but 

are actually very similar or, as he said, rival because protection is so extreme as to make 

each rely on its own production even for those things which it is least suited to produce. 

Thus, a customs union between, potentially, extremely complementary economies is 

perhaps unlikely to be trade-creating for the very simple fact that in such extreme cases 

protection is not likely in the first case to be driven to the point at which trade is cut off 

and the economies are made similar or rival34. 

In this respect Balassa concludes that the expression trade creation and trade diversion 

cover only one aspect of production effect and must be therefore be distinguished between 

positive and negative effects. Accordingly, positive production can be defined as the 

saving in costs resulting from a shift of purchases from higher costs to lower costs. Quite 

the opposite is the negative production. It effects when refer to the extra cost of producing 

a commodity in the partner country rather than in the foreign country as trade diversion 

shifts the source of supply from foreign lower cost to partner higher cost producers. The 

formulation of positive and negative production effect for estimating gains and losses due 

the formation of a customs union, by multiplying the amount of trade created by 

differences in unit of costs for each commodity, can only be applied in situations of 

infinite supply elasticities. This, put simply, if increasing costs prevail, cost increments 

will vary along the supply curve35. Concluding observations pointed out that studies as 

those of Viner, Meade and others, no a priori judgment can be made about the possible 

production effects of a hypothetical Customs Union36. 

1.2 Export Subsides 

Export subsidies are payments made by the government to encourage the export of 

products, meaning that companies can sell abroad a larger amount of goods. Similarly, as 

to a tariff, export subsidies can be either: 

• Specific: a fixed sum per unit 

• ad valorem: a proportion of the value exported 

When a subsidy is given, the price of the good in the exporting country rises and it falls 

in the importing country. However, the increase in cost is lower than the amount of the 

subsidy itself. This means that a subsidy will make consumers better off in the importing 

countries. In the long run the companies which receive these subsidies might become 

efficient enough to be alright on their own. In other words, the government is losing 

money in the hope that these companies will star to building up their competitiveness 

internationally37. 
 

 

 

 
33 J.E. Meade, The Removal of Trade Barriers: The Regional versus the Universal Approach. Economica, 

18(70), 1951 
34 Ivi. p.191. 
35 B. Balassa, The Theory of Economic Integration, Allen and Unwin, London 1961, pp. 27-28. 
36 Ivi. p.29. 
37 P. Krugman, M. Obstfeld, M. Melitz, International Economics: Theory and Policy, Prentice Hall, 2015, 

p.204. 
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1.2.1 An export subsidy in practice: The European Union’s Common Agricultural 

Policy (CAP) 

 

Two of the major consequences of the formation of the European Economic Community 

(discussed in the next chapter), now the European Union (EU), are on trade policy. At 

first, the six founding members applied a common customs tariff on products from the 

rest of the world, which were originally covered by a national customs duty. Secondly, 

the agricultural policy turned out to be a massive export subsidy program38. The Common 

Agricultural Policy has been an important implementation for the EU’s budget, since its 

launch in 1962. 

Ever since its creation, under Article 39 of the Treaty on the Functioning of the European 

Union, the CAP aims to maximize production, support farmers, and improve agricultural 

productivity, ensuring a stable supply of affordable food39. 

To do so the European Union agreed to buy agricultural products whenever the prices 

would have fall below specified support levels. The policy acts with: 

• Income support: farmers receive direct payments to guarantee their income 

stability as well as for action usually rewarded by the markets, like taking care of 
the countryside. 

• Market measures: direct income support for farmers which includes market 
intervention, a provision of ad hoc support. 

• Rural development measures: each member state receive a specific financial 

allocation to implement a national program. Each EU countries and regions can 

decide which measures are best for their regional needs, under the condition of 

the programme. 
 

This logical of increasing production and the inevitable oversaturation of the market has 

led to unfair distribution of funding, combine with unsustainable practices. For this 

reason, to prevent this policy from creating large quantities of imports, it was initially 

backed by tariffs that offset the difference between European and world agricultural 

prices. Unfortunately, during and since the 70s, those prices turned out to be unaffordable 

even for the European Union itself whose farmers were producing more than consumers 

were willing to buy. In fact, several measures were adopted in order to bring production 

levels closer to the needs of the market. In this way the European Union was forced to 

cover the excess of production by buying huge quantities of food. In 1985, for example, 

it had to buy 780,000 tons of beef, 1.2 million tons of butter, and 12 million tons of wheat. 

This is when the Common Agricultural policy, which started as a market support shifts 

to producer support, as a result directs payments to farmers replaced the price support. It 

is interesting that the adopted measures were in line with the 1992 Rio Earth Summit, 

which introduced the principle of sustainable development, making farmers become more 

environmentally friendly. 40 However, the CAP has evolved over the years along with the 
 

 
38 The programme was not originally intended to be an export subsidy, since it was designed to guarantee 

hight prices to farmers. Ibidem. 
39 Article 39 TFEU (ex-Article 33 TEC) 1. The objectives of the common agricultural policy shall be: (a) 

to increase agricultural productivity by promoting technical progress and by ensuring the rational 

development of agricultural production and the optimum utilisation of the factors of production, in 

particular labour; C 326/62 EN Official Journal of the European Union 26.10.2012 (b) thus to ensure a 

fair standard of living for the agricultural community, in particular by increasing the individual earnings 

of persons engaged in agriculture; (c) to stabilise markets; (d) to assure the availability of supplies; (e) to 

ensure that supplies reach consumers at reasonable prices. 
40https://ec.europa.eu/info/food-farming-fisheries/key-policies/common-agricultural-policy/cap-glance_en 
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changing economic circumstances. In accordance with Commission41, which describes 

the Europe 2020 Strategy, reforms of the CAP must also continue to improve the 

competitiveness of the agricultural sector by increasing globalization and rising prices 

unpredictability while maintaining agricultural production across the whole European 

Union. Furthermore, an efficient use of taxpayer resources and effective public policy 

returns European citizens expect, with regard to food security, sustainable management 

of natural resources and climate and with balanced territorial development. In budgetary 

terms, the CAP is financed through two funds, one provides direct support and market 

measures, the European agricultural fund (EAGF), while rural development is supported 

by the European agricultural fund for rural development (EAFRD). The European 

Commission estimated that farmers have been supported with 58.82 billion in 2018: 14.37 

billion provided for rural development, 2.7 billion for market measures and 41.74 billion 

for income support. The level of support for European Union farmers from the overall 

EU budget is to be found in the number of variables that are required in order to guarantee 

constant provisions of hight quality food such as income support to farmers, climate 

change action, and the maintenance of rural communities42. 

1.3 Import quotas 

It is been said that the principal instruments of trade policy, implemented by modern 

governments, are import quotas and export restraints. An import quota is a quantity 

restriction of some goods that may be imported, from foreign countries, in a given period. 

For instance, a limit of 400 bottles of wine per year. Moreover, the restrictions are usually 

applied by making only a few companies allowed to import that specific good. In fact, 

firms received this right to sell, directly by the government through some licences. Quota 

holders are allowed to buy imported goods at the low price and resell them at a higher 

price in the importer’s market. In terms of profit, at first it could be erroneous thinking 

that import quotas can limit imports without raising domestic prices. However, the truth 

is that a quota always raises the domestic price of the imported good. One of the main 

consequences of limiting imports, is that, at the initial price, the demand for the product 

exceeds domestic supply plus import which cause an increase of the price until the market 

clears. 43 Similarity as to a tariff, import quotas tend to raise domestic price. However, 

the main contrast with tariffs is to be found in the distribution of the revenue, namely, 

who gets the rent. While in the case of tariffs this profit is collected by the government, 

in that of quotas it is gathered by whoever holds the import licenses, meaning that the 

government does not gain any kind of profit. The profits thus made are known as quota 

rents. In the international scenario, multilateral negotiations began soon after the end of 

World War II, and both tariffs and import quotas have been subject of many arguments 

under the GATT-WTO system. As previous mentioned, the General Agreement on 

Tariffs and Trade, replaced in 1995 with the World Trade Organization, tried to avoid 

nontariff interventions in trade in a world that was changing rapidly, and countries were 

trying to develop the idea of a freer market. Globalization was becoming an imperative, 

and all nations were required to purse a common strategy of low corporate taxation, tight 

fiscal policy, deregulation and reduction of the power of unions. In some way the GATT 
 

 

 
41 Communication from the Commission to the European Parliament, the Council, the European Economic 

and Social Committee and the Committee of the Regions the CAP towards 2020: Meeting the food, natural 

resources and territorial challenges of the future COM (2010) 672 
42 https://ec.europa.eu/info/food-farming-fisheries/key-policies/common-agricultural-policy/cap- 

glance_en 
43 A Clear Market is any market in which the price of goods or services that exists when the quantity 

supplied is equal to the quantity demanded. 
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was a victim of its own success.44 If at the birth of the GATT one of its important policy 

was that domestic economy was to be taken into account before international policy for 

trade, at the end of the GATT the opposite was taking place and the reason behind 

prosperity was to be found in the multilateral trade liberalization. Not only developed 

countries but also developing ones wanted the prosperity to become even more visible. 

The Uruguay Round, the eighth and last GATT negotiation which took place in 1986, 

marked the creation of the World Trade Organization, which had as goals those to 

facilitate international operations, trough trade liberalization and administrative reforms. 

The reduction first and the “binding process” then of tariff rates were two of the main 

results of the negotiations. A tariff is “bound” by having the imposing country agree not 

to raise it in the future. However, after receiving the agreement of other country, a country 

may also raise a tariff, which means providing compensation towards the reduction of 

other tariffs. Moreover, the negotiations also concerned the prevention against the use of 

nontariff barriers. Quotas and Export Subsidies were converted to tariffs because the costs 

of tariff protection are more visible and easier to negotiate. However, new import quotas 

are forbidden except for ssubsidies involving agricultural exports, as temporary measures 

to avoid “market distribution” caused by an escalation in imports, which has been widely 

used by the European Union45. 

1.4 Voluntary Export Restraints (VER) 

Some trade policies may also limit country’s exports as well. Similarly, as to import 

quotas, a voluntary export restraint is a restriction imposed from the exporting country’s 

itself, voluntarily, on the number of goods it can export, instead of the importer. Put 

differently, the exporting country agrees to limit the quantity of exports below a certain 

level to prevent the importing country from imposing mandatory restrictions. The reason 

to do this is that the exporting country would instead build its own trade policies. In 

economic terms, a VER is more costly to the importing country than a tariff, even though 

imports are limited by the same amount. The difference is that what foreigners’ gains 

under the VER is what would have been earned under a tariff, so that this may lead to a 

loss for the importing country. However, internationally uncoordinated policies could 

bring to detrimental trade wars. In the case of VERs, imposing a restriction or a limitation 

can usually be answered by the imposition of another tariff from other countries which 

were used to trading with the country which initially imposed the tariff.46 

1.5 The GATT, the WTO, and the Community 

By acting together as one, countries have come to realize that acting multilaterally 

through international treaties can lead to the best outcome possible. Such a treaty is the 

General Agreement on Tariff and Trade (GATT), signed in 1947 and subject of several 

updates to keep pace with major changes in the international economic order. The GATT 

set out the rules concerning how manage world trade and a forum for resolving disputes 

and reducing trade barriers by international negotiation. Basically, it was the emblem for 

international trade. Moreover, based on free market, fair competition, free trade and 

specialisation toward comparative advantage, the Agreement was recognized and 

voluntary accepted by contracting parties. Trade liberalisation by cuts on tariffs, and by 

the gradual removal of general quantitative restrictions, likewise, non-discrimination in 
 

44 D. Rodrick, Globalization Paradox: Democracy and the Future of the World Economy, Norton & Co., 

2011, p.74 
45 P. Krugman, M. Obstfeld, M. Melitz, International Economics: Theory and Policy, Prentice Hall, 2015, 

p.205. See also K. Krishna, Trade Restrictions as Facilitating Practices. Journal of International Economics 
26 (May 1989), 1989, pp. 251–270. 
46 Ivi. p.208. 
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trade by employing the most-favoured-nations (MFN) clause, are the two main principles 

of the GATT47. Terms of openness and transparency are at the base of conducting world 

trade, in this context, free trade was perceived as the best policy for the contracting 

parties. However, since liberalisation cannot be achieved at all once, tariffs, affecting 

trade indirectly by its effects on prices were considered as the least evil of the instruments 

of protection because being transparent and easy to negotiate, and fully applicable within 

the market48. On the other hand, Article I of the Agreement specifies that any privilege of 

concession granted by one contracting party to a product of another contracting party will 

be unconditionally granted to the like products of all others contracting parties. However, 

exceptions were recognised. Less developed countries may get a favourable treatment, 

pre-existing preferences between countries before the GATT were excluded from the 

MNF extensions, therefore, discrimination in this sense continued. Eventually according 

to Article XXIV, the GATT provides for specific preferences for free trade areas, customs 

union and interim agreements leading to a deeper economic integration. 

 
2. For the purposes of this Agreement a customs territory shall be understood to 

mean any territory with respect to which separate tariffs or other regulations of 

commerce are maintained for a substantial part of the trade of such territory with 

other territories. 

 

3. The provisions of this Agreement shall not be construed to prevent: (a) 

Advantages accorded by any contracting party to adjacent countries in order to 

facilitate frontier traffic; (b) Advantages accorded to the trade with the Free 

Territory of Trieste by countries contiguous to that territory, provided that such 

advantages are not in conflict with the Treaties of Peace arising out of the Second 

World War. 

 

4. The contracting parties recognize the desirability of increasing freedom of 

trade by the development, through voluntary agreements, of closer integration 

between the economies of the countries parties to such agreements. They also 

recognize that the purpose of a customs union or of a free-trade area should be to 

facilitate trade between the constituent territories and not to raise barriers to the 

trade of other contracting parties with such territories 

 

Article XXIV GATT 

However, the formation of a customs union, or a free trade area, or the adoption of an 

interim agreement must be integrated as 

Accordingly, the provisions of this Agreement shall not prevent, as between the 

territories of contracting parties, the formation of a customs union or of a free- 

trade area or the adoption of an interim agreement necessary for the formation of 

a customs union or of a free trade area; 
 

 

 
47 The most-favoured-nation clause of Article I reads: "With respect to customs duties and charges of any 

kind imposed on or in connection with importation or exportation or im-posed on the international transfer 

of payments for imports or exports, and with respect to the method of levying such duties and charges, and 

with respect to all rules and formalities in connection with importation and exportation [...] any advantage, 

favour, privilege or im- munity granted by any contracting party to any product originating in or destined 

for any other country shall be accorded immediately and unconditionally to the like product originating in 

or destined for the territories of all other contracting parties." 
48 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.225. 
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(a) with respect to a customs union, or an interim agreement leading to a 

formation of a customs union, the duties and other regulations of commerce 

imposed at the institution of any such union or interim agreement in respect of 

trade with contracting parties not parties to such union or agreement shall not on 

the whole be higher or more restrictive than the general incidence of the duties 

and regulations of commerce applicable in the constituent territories prior to the 

formation of such union or the adoption of such interim agreement, as the case 

may be; 

 

(b) with respect to a free-trade area, or an interim agreement leading to the 

formation of a free-trade area, the duties and other regulations of commerce 

maintained in each if the constituent territories and applicable at the formation of 

such free-trade area or the adoption of such interim agreement to the trade of 

contracting parties not included in such area or not parties to such agreement 

shall not be higher or more restrictive than the corresponding duties and other 

regulations of commerce existing in the same constituent territories prior to the 

formation of the free-trade area, or interim agreement as the case may be; and 

(c) any interim agreement referred to in sub-paragraphs (a) and (b) shall include 

a plan and schedule for the formation of such a customs union or of such a free- 

trade area within a reasonable length of time. 

Article XXIV (5) GATT 

Article XXIV has been subject of some misconceptions, probably the most significant is 

to be found in the conditions under which Contracting Parties may become members of 

customs unions and free-trade areas. Some might say that there could be no clear denial 

of most favoured nation treatment than an agreement by two countries to eliminate all 

tariff barriers between them while, at the same time, to maintain existing barriers toward 

third countries. In this respect, such an agreement would create nothing other than a free- 

trade area which, according to the provision set forth in article XXIV, is exempt from the 

most favoured nation obligation of article I49. A customs union is, therefore, a more highly 

developed version of a free-trade area in which Members apply a single external tariff 

rather than, as in the case of a free-trade area, maintaining existing nation tariffs against 

non-members50. The formation of the European Economic Community (EEC), is, 

certainly, the most familiar example of a customs union. The six founding members had 

earlier formed an economic grouping limited to coal and steel, known as the European 

Coal and Steel Community (ECSC), and at the same time of the creation of the EEC, they 

created a special organisation for nuclear products known as EURATOM. Besides the 

European Communities, another integration scheme exists in Europe: Austria, Denmark, 

Norway, Portugal, Sweden, Switzerland and the United Kingdom have formed the 

European Free Trade Area (EFTA), which began life in 1960 by the Stockholm 

Convention. Within the general EEC framework, the original Six have also entered into a 

free-trade area with a large number of African and other nations and a special customs 

union, referred to as an association, with Greece51. 

Accordingly, the Europeans were big coloniser between the nineteenth and twentieth 

century and they still had many colonies up to the 1960s and 1970s. Colonial ties have 

 

49 K. Dam, Regional Economic Arrangements and the GATT: The Legacy of a Misconception. The 

University of Chicago Law Review, 30(4), 196, pp. 615-665. 
50 For a discussion of the related question whether a customs union or free-trade area agreement violates 
the most favored-nation clause of a bilateral commercial treaty, see P. Hay, The European Common Market 

and the Most-Favored-Nation Clause, 23 University of Pittsburgh Law Review,1962 
51 See Chapter 2. 
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traditionally involved important trade relations where the mother country’s market was 

the main export destination for the colony’s traded goods. Fortunately, when this system 

ceased to exist with the contributions of the independence movements in the 1960s and 

1970s, the former colonists wanted to keep preferential treatments for goods coming from 

their former colonies. In other words, the European Community, in the form of customs 

union, had preferential trade agreements with its former colonies. Britain’s entry in the 

European Economic Community in 1973 paved the way towards the Lomé Conventions, 

thus extending to more members of the Commonwealth in the African, Caribbean, and 

Pacific regions, the so-called ACP nations. The agreement signed in 1975 was known as 

the Lomé Convention, was succeed by many amended versions, namely the Lomé II, III 

and IV signed in 1989. This long-standing cooperation has deepened over time, as 

demonstrate the successive ACP-EU partnership agreements signed over the years since 

the first Lomé Convention. The current partnership agreement, usually referred to as the 

Cotonou Agreement, identifies poverty eradication, sustainable development, and the 

gradual integration of the African, Caribbean, and Pacific countries into the global 

economy as the main objectives of cooperation with Europe. This development 

nonetheless marks a significant normative shift from the Lomé regime, in particular the 

Cotonou commits the ACP nations to eventually removing their tariffs against EU 

exports. By redefining their trade relationship through the removal of trade preferences, 

the idea was that these steps were necessaries steps towards development in the modern 

globalized world.52 

Some experts have advised that the notion of preferential tariff treatment for poor nations 

in the 1960s and 1970s, was brought into the world trade rules, the WTO , or GATT, as 

it was known at the time, in 1971 under the name Generalized System of tariff Preferences 

(GSP). The European Union was the first to get confident with the use of the GSP scheme, 

and it now grants GSP preferences to almost every developing nation in the world. Many 

countries, as Latin Americans, which are not part of the ACP Convention, looked at the 

EC’s preferences with distrust and criticism. The association scheme was in fact 

considered discriminatory and divisive especially for the LDCs. Given the Generalised 

System of Preferences of the United Nations Conference for Trade and Development 

(UNCTAD II) developed countries grant nonreciprocal tariff concessions to exports of 

finished and semi-finished manufactures and selective processed agricultural products 

from developing nations. To its credit, the EC became the first major trading entity in the 

world to implement the GSP scheme. However, the EU’s GSP policy is extremely 

complex. Baldwin summarises the various EU GSP policies into two main categories: 

1. General GSP, available to all developing countries at the EU’s discretion 

2. Super GSP, which involves additional EU unilateral preferences for nations that the 

EU wishes to encourage for unknown reasons. Currently GSP in the meaning of super, is 

granted to nations that comply with the EU’s idea of labour rights, environmental 

protection, combatting illegal drugs, and very poor nations. 

Particularly with regard to the second group, politely labelled least developed countries 

(LDCs), it gets the most generous form of GSP preferences. The so called Everything but 

Arms (EBA) programme grants zero-tariff access to the EU Single Market for all products, 

from these nations, except arms and armaments53. But, it must be noted that the goods in 

which these nations are more competitive are excluded from the deal, for example, 
 

52 R. Baldwin R., C. Wyplosz, The Economics of European Integration, 3rd Edition, McGraw-Hill 

Education (UK), 2009, p.462. 
53 The Everything but Arms (EBA) programme is established under Regulation (EU) No 978/2012 of the 
European Parliament and of the Council of 25 October 2012 applying a scheme of generalised tariff 

preferences and repealing Council Regulation (EC) No 732/2008. OJ L 303, 31.10.2012, p. 1–82 
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restrictions on goods as agricultural goods such sugar, namely products were poor 

nations could easily expand their EU sales.54 

Article 207 of the Consolidated version of the Treaty on the Functioning of the European 

union sets out the rules on EU Trade policy. The EU’s responsibility covers trade in goods 

and services, the commercial aspects of intellectual property, public procurement and 

foreign direct and investment. By acting together as a one, the European Union has 

become a large economic unit with a potential and very strong position vis-à-vis third 

countries. Accordingly, the Community over the last decades has started several 

negotiations, eventually concluded as agreements with developed and developing 

countries. 

The common commercial policy shall be based on uniform principles, particularly 

with regard to changes in tariff rates, the conclusion of tariff and trade 

agreements relating to trade in goods and services, and the commercial aspects 

of intellectual property, foreign direct investment, the achievement of uniformity 

in measures of liberalisation, export policy and measures to protect trade such as 

those to be taken in the event of dumping or subsidies. The common commercial 

policy shall be conducted in the context of the principles and objectives of the 

Union's external action. 

Article 207 (1) TFEU (ex-Art 133 TEC) 

 
 

But how are trade agreements negotiated? The answer is to be found in Article 218 TFEU 

(ex-Art 300 TEC) which outlines the procedures as follow55. 

1. Without prejudice to the specific provisions laid down in Article 207, 

agreements between the Union and third countries or international organisations 

shall be negotiated and concluded in accordance with the following procedure. 

2. The Council shall authorise the opening of negotiations, adopt negotiating 

directives, authorise the signing of agreements and conclude them. 

3. The Commission, or the High Representative of the Union for Foreign Affairs 

and Security Policy where the agreement envisaged relates exclusively or 

principally to the common foreign and security policy, shall submit 

recommendations to the Council, which shall adopt a decision authorising the 

opening of negotiations and, depending on the subject of the agreement envisaged, 

nominating the Union negotiator or the head of the Union's negotiating team. 

4. The Council may address directives to the negotiator and designate a special 

committee in consultation with which the negotiations must be conducted. 

5. The Council, on a proposal by the negotiator, shall adopt a decision authorising 

the signing of the agreement and, if necessary, its provisional application before 

entry into force. 

6. The Council, on a proposal by the negotiator, shall adopt a decision concluding 

the agreement. Except where agreements relate exclusively to the common foreign 
 

54 R. Baldwin R., C. Wyplosz, The Economics of European Integration, 3rd Edition, McGraw-Hill 

Education (UK), 2009, p.464. 
55 Details at: how the EU negotiates trade deal 

https://trade.ec.europa.eu/doclib/docs/2012/june/tradoc_149616.pdf 
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and security policy, the Council shall adopt the decision concluding the 

agreement: (a) after obtaining the consent of the European Parliament in the 

following cases: (i) association agreements; (ii) agreement on Union accession to 

the European Convention for the Protection of Human Rights and Fundamental 

Freedoms; (iii) agreements establishing a specific institutional framework by 

organising cooperation procedures; (iv) agreements with important budgetary 

implications for the Union; (v) agreements covering fields to which either the 

ordinary legislative procedure applies, or the special legislative procedure where 

consent by the European Parliament is required. The European Parliament and 

the Council may, in an urgent situation, agree upon a time-limit for consent. (b) 

after consulting the European Parliament in other cases. The European 

Parliament shall deliver its opinion within a time-limit which the Council may set 

depending on the urgency of the matter. In the absence of an opinion within that 

time-limit, the Council may act. 

7. When concluding an agreement, the Council may, by way of derogation from 

paragraphs 5, 6 and 9, authorise the negotiator to approve on the Union's behalf 

modifications to the agreement where it provides for them to be adopted by a 

simplified procedure or by a body set up by the agreement. The Council may 

attach specific conditions to such authorisation. 

8. The Council shall act by a qualified majority throughout the procedure. 

However, it shall act unanimously when the agreement covers a field for which 

unanimity is required for the adoption of a Union act as well as for association 

agreements and the agreements referred to in Article 212 with the States which 

are candidates for accession. The Council shall also act unanimously for the 

agreement on accession of the Union to the European Convention for the 

Protection of Human Rights and Fundamental Freedoms; the decision concluding 

this agreement shall enter into force after it has been approved by the Member 

States in accordance with their respective constitutional requirements. 

9. The Council, on a proposal from the Commission or the High Representative 

of the Union for Foreign Affairs and Security Policy, shall adopt a decision 

suspending application of an agreement and establishing the positions to be 

adopted on the Union's behalf in a body set up by an agreement, when that body 

is called upon to adopt acts having legal effects, with the exception of acts 

supplementing or amending the institutional framework of the agreement. 

10. The European Parliament shall be immediately and fully informed at all stages 

of the procedure. 

11. A Member State, the European Parliament, the Council or the Commission 

may obtain the opinion of the Court of Justice as to whether an agreement 

envisaged is compatible with the Treaties. Where the opinion of the Court is 

adverse, the agreement envisaged may not enter into force unless it is amended, 

or the Treaties are revised. 

Article 218 TFEU (ex-Art 300 TEC) 

 
 

The European Commission reports annually on the implementation of its main trade 

agreements. Published in November 2020, the EU's 4th FTA implementation report 

provides an overview of achievements in 2019 and of outstanding work ahead for the 

EU’s 36 main preferential trade agreements. The report highlights the implementation of 

EU agreements in Asia, the Americas, the EU’s neighbouring countries (Eastern and 
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Southern Neighbourhood countries and Western Balkans) and African, Caribbean and 

Pacific (ACP) countries56. 

Another important group of trade ties are the so called Euro-Med Association Agreement 

that the European Union has with ten Mediterranean Nations – Morocco, Algeria, 

Tunisia, Egypt, Israel, the Palestinian Authority, Lebanon, Jordon, Syria and Turkey, or 

in short the Med-10. These agreements are free trade agreements, in that bilateral duty- 

free trade applies. However, they are asymmetric, namely, the EU had to equal its tariffs 

to zero that did its partners. This in theory, but in practise, things are different and more 

complicated. In fact, the European Union has multiple agreements with many Med-10, 

thus, complications increase57. 

Just few years after the World Trade Organisation (WTO) replacing the GATT, Members 

of the organisation stared looking into new perspectives that could have further lowered 

the costs of trade and provided a more certain legal environment for traders. In this 

scenario, European stakeholders noted how the, then, European Communities, increased 

and improved their trade, in which, the creation of both the Customs Union and the Single 

Market, as well as the adoption of the first European Customs Code 1992 played a 

significant role. Given the harmonisation and improvement to the Customs procedures, 

and the benefits along with them, the European Union tried to extend the success at global 

level. Indeed, the EU brought this demand to other WTO Members and submitted the 

request to put on the WTO agenda negotiations to improve and clarify the rules of the 

General Agreement on Tariffs and Trade (GATT), dealing with import, export and transit 

procedures. However, the EU was almost alone in promoting a trade facilitation agenda, 

in fact, due to the growing tensions in the organisation, it took time before negotiations 

could be definitely launched. In this respect, trade facilitation, namely the simplification, 

modernisation and harmonisation of export and import processes, emerged as an 

important issue to renew the world trading system. While the Community has been 

promoting the idea since 1996 at the WTO Ministerial Conference held in Singapore, it 

was during the Doha Round negotiations in 2001, that Members could only find 

consensus on open talks about the issue. Eventually, in 2004 Members agreed to fulfil 

launch negotiations on improving the relevant GATT articles and identify need and 

priorities of WTO Members to be addressed. Through the WTO, the EU has also sought 

to promote a multilateral framework for trade negotiations, intended to complement 

bilateral negotiations. However, the fact that other trading partners have turned to bilateral 

agreements have forced the European Union to partly reconsider its long-standing 

strategy and watch to regional and bilateral negotiations. Generally speaking, some 

scholars have noted that certainly multilateral trade agreements are the ones bringing most 

benefits, but not the easiest to negotiate. WTO negotiations on trade facilitation 

agreement were no exception58. After few years of discussions, in 2009 a first draft 

agreement was on the table. Concluded at the World Trade Organisation’s (WTO) 2013 

Ministerial Conference in Bali, the Trade Facilitation Agreement (TFA) officially entered 

into force on 22 February 2017, following ratification of two-thirds of the WTO 

membership. The TFA sets  out measure to simplify effective cooperation between 
 

56 Report from The Commission to The European Parliament, The Council, The European Economic and 

Social Committee and The Committee of The Regions on the Implementation of EU Trade Agreements 1 

January 2019 - 31 December 2019 COM/2020/705 final 
57 Euro-Mediterranean Agreement establishing an Association between the European Communities and 

their Member States: Algeria 2002 (OJ L265) Egypt 2004 (OJ L 304), Israel 2000 (OJ L147), Jordan 2002 

(OJ L129/02) Lebanon 2002 (OJ L143/06), Morocco 2000 (OJ L 70/00), Palestine Interim Agreement 1997 

(OJ L 187/97), Syria Initialled December 2008, Tunisia 1998 (OJ L 97/98), Turkey Customs Union 1995 

(OJ L 35/96) 
58 P. Garzotti., The WTO Agreement on trade facilitation - The Impact on Trade and Customs, THE EU 

CUSTOMS UNION @ 5O Concept to Continuum, p.52. 
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customs and other appropriate authorities on trade, as to reduce the number of Customs 

procedures, by introducing transparency in their implementation. Moreover, it also 

contains provisions aimed at harmonising and standardise controls across borders and 

special and differential treatment (SDT) provisions that allow developing and least- 

developed countries (LDCs) to determine when they will implement individual provisions 

of the Agreement and to identify provisions that they will only be able to implement upon 

the receipt of technical assistance and support for capacity building. Broadly speaking, 

according to Article 1, the TFA provides for a better access to information for traders and 

stakeholders by establishing that Customs regulations shall be published on the internet, 

stakeholders that must be consulted before new Customs rules are put in place, as stated 

in Article 2. For what it concerns the legal part of the agreement, looking at Articles 4 

and 6, WTO members are obliged to allow traders to appeal against any Custom decision 

and principles on how fees and penalties are therefore established, avoiding arbitrary and 

discriminatory decisions59. The EU, which ratified the TFA in 2015 lead the way in the 

negotiations as an early supporter, includes trade facilitation in its Aid for Trade strategy, 

by providing EURO 400 million in assistance, to be allocated in a period of five years as 

a response to assistance requests from developing countries and least developed countries 

(LDCs)60. Despite the agreements at EU level, the discussions regarding other potential 

solutions for Customs are still being conducted on a global level - within the World 

Customs Organisation (WCO), United Nations Conference on Trade and Development 

(UNCTAD), the World Trade Organisation (WTO) and Organisation for Economic Co- 

operation and Development (OECD). In fact, the European Union plays a crucial role in 

international development strategies, policies and budgets in many different international 

organisations and institutions. Over the years the EU established a strong partnership with 

the United Nations. Sharing the same values in terms of development, human rights, 

peace and security, the European Union is an essential partner of the UN. This 

commitment has its roots in the conviction that to be able respond to global crises 

properly, challenges and threats, the international community needs an efficient 

multilateral system, founded on universal rules and values. Collectively, the EU and its 

Member States are the largest financial contributors to the UN system, accounting for 

almost a quarter of the regular UN budget, and the the European Commission alone 

contributed over €3 billion to support UN external assistance programmes and projects in 

2019.61 Most of the EU countries are also members of the Organisation for Economic 

Cooperation and Development (OECD), which, in addition to its economic intelligence 

functions, the OECD is above all a forum within which countries benefits from dialogue 

and consultation on sharing national experience so as to identify best practices, and find 

solutions to common problems, thus, the EU contributes to its strategies62. Concerning 

International financial institutions (IFIs), as the World Bank and the International 

Monetary Fund (IMF), the European Commission participates to the World Bank/IMF 

annual and spring meetings and their joint development committees, to discuss new 

mechanisms for joint financing. 63 
 

 

 

 

 
59 Trade Facilitation Agreement, Protocol Amending the Marrakesh Agreement Establishing The World 

Trade Organization Decision Of 27 November 2014, Wt/L/940 28 November 2014 
60 EU Aid for Trade Progress Report 2019, Review of progress on the implementation of the updated EU 

Aid for Trade Strategy of 2017 
61 European Union External Actions Website, How does the EU work at the United Nations, Brussels, 

18/09/2020, https://eeas.europa.eu/sites/eeas/files/unga_factsheet_2020_09-v2.pdf 
62 http://www.oecd.org/eu/ 
63 https://www.worldbank.org/; https://www.imf.org/external/index.htm 
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Chapter 2 – Economic Integration in the European Union 

 
“There is a remedy which ... would in a few years make all Europe ... free and ... 

happy. It is to re-create the European family, or as much of it as we can, and to 

provide it with a structure under which it can dwell in peace, in safety and in 

freedom. We must build a kind of United States of Europe”64 

Winston Churchill 1946 

In the post-war period the EU has reached impressive degree of integration among its 

member states. By extending its membership to include the largest economies in Europe, 

the continent become one of the most important economic blocs in the world65. There 

have been basically three big phases in European economic integration, each of these 

steps led towards deeper integration. The implementation of the customs union in 1958, 

which eliminated tariffs and quotas on intra-EU trade, was followed by the single market 

programme, between 1968 and 1992, that fostered the elimination of many non-tariff 

barriers (NTBs) and liberalized capital flows within the EU. Eventually, the currencies of 

most EU members, merged with the Economic and Monetary Union66. However, in the 

90s the EU almost failed to provide future developments in terms of economic growth, 

policies and deeper integration programmes. The Cold War, which divided Europe into 

two opposing camps, the collapse of the communism together with the demise of the 

Soviet Union, did not facilitate the opportunity to expand its membership67. In all these 

different realities the debate leads to a single conclusion: the challenge facing Western 

Europe was to find a framework for economic and industrial recovery that would not 

revive old national rivalries but instead establish the basis for permanent peace. In the 

early attempts to achieve a full unity, the desire was to prevent another European war and 

to enjoy the fruit of integration within the newly democratic nations, so that is why, 

according with some scholars, political factors have always predominated rather than 

economic one. Yet, while the final aim was political, the main methods advocated to 

achieve European unity were always economic68. 

2.1 Approaches to integration 

The main obstacles to achieve a full European unity were that Europe, especially in the 

aftermath of the Second World War, could not speak with a common voice or share 

common solutions among its members. Some nation states were afraid to lose their 

sovereignty, others were not particularly interested in any supranational European unity69. 

Certainly, different opinions led to a debate over the European integration over time and 

depending on the degree of power sharing between the member states and the central 

authority, to which approach should be adopted to reach it. The two opposing approaches 

that have emerged to clarify why European countries ‘voluntarily merge and mix with 

their neighbours so as to lose the factual attributes of sovereignty while acquiring new 
 

 

 
64 Winston Churchill: Speech to the academic youth’ held at the University of Zurich in 1946, W.S., 

Churchill, Closing the Ring, Houghton Miffin Company, Boston, Cambridge Massachusetts, 1951; W.S. 

Churchil, The Hinge of Fate, Houghton Miffin Company, Boston, Cambridge Massachusetts. 1950 
65 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.31. 
66 R. Baldwin R., C. Wyplosz, The Economics of European Integration, 3rd Edition, McGraw-Hill 

Education (UK), 2009, p.39. 
67 F. McDonald, S. Dearden, Op.cit. p.31. 
68 R. Baldwin R., C. Wyplosz, Op.cit p.39. 
69 F. McDonald, S. Dearden, Op.cit. p.3. 
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techniques for resolving conflicts between themselves’70 were neofunctionalism and 

intergovernmentalism. However, to better understand the numerous aspects of the 

integration process it is fundamental, at least briefly, to look at the precursors of 

integration, developed in the post-war context. Particularly to the functionalists ideas of 

David Mitrany and the ideas of federalists as Altiero Spinelli. Even though those ideas 

differed in many aspects, both addressed the problem of avoid wars between nations and 

achieve peace in Europe 71. 

2.2.1 Functionalism: Mitrany 
 

Basic principles of this theory were first formulated by the Romanian economist David 

Mitrany. In his pamphlet, Working Peace System, published in London in 1943, two years 

before the end of the war, Mitrany underlines that the root cause of war is to be found in 

nationalism ideas and in the failure of the League of Nations in preventing aggression and 

achieve peace. It was especially among those who blamed the limited powers of the 

League of Nations, that the idea of an international federation seemed to be the only valid 

response. In other words, following this perspective, nations should be linked more 

closely together in order to avoid repeating the same mistakes. Mitrany immediately 

reveals his doubts regarding a federalist response: In what way would federation go 

further? […] can we take a system which has worked well in one field and simply 

transplant it to another, so much wider and more complex? Mitrany did not agree with 

the idea of adopting a federalist perspective, with a single world government, because it 

could have been turned into a threat to individual freedom. Furthermore, he believed that 

the passage from regional units to national federations would simply reproduce national 

rivalries on a larger scale, since none of the elements of neighbourhood, consanguinity 

and a common historical experience are there to provide a support base. Mitrany called, 

instead, for a functional approach by proposing the creation of a series of separate 

international agencies on ad hoc basis operating over specific sectors, in order to 

gradually integrate the vital interests of all nations72. 

Another contribution to the integration debate, especially in the functional ideas, 

advocates to that belief of what Pentland underlines in 1973: the modern technology of 

communications, industry and warfare, as well as the growth of economic, ecological and 

social problems on a regional or global scale, present irresistible pressures toward 

international cooperation and ultimate political unity73. In other words, those pressures, 

coming from these relentless economic problems, makes international cooperation 

inevitable and eventually lead to economic and political unity. Hence, integration would 

be a relatively continuous process, in which economic and political integration at the EU 

level would go hand-in-hand. In light of the core logic of the functionalists’ approach, for 

Hitris “the objective of maximizing economic welfare transcends the boundaries and 

abilities of nation-states”. Therefore, he noted, that supporters of functionalism subscribe 

 
70 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.39. Cfr E.B. Haas, The Study 

of regional integration: reflections over the joy and anguish of pretheorizing, 1971, in L.Linderber and 

S.Scheingild (eds) Regional Integration: Theory and Research, Harvard University Press, Cambridge, 

Massachusetts. See also C.Pentland, International Theory and European Integration, Free Press, 1973. 
71 I. Bache, S. Bulmer, S. George, O. Parker, Politics in the European Union, 4th edition, Oxford University 

Press, 2015, p.6. For further details on integration theories see B.E. Haas, The Uniting of Europe: Political, 

Social and Economic Forces 1950-1957, Library of World Affairs, London, 1958; L. Lindberg, The 

Political Dynamics of European Economic Integration, Oxford University Press, London, 1963; 

A.Moravcsik Preferences and Power in the European Community: A Liberal Intergovernmentalist 

Approach, Journal of Common Market Studies, 31, 1993 
72 D.Mitrany, A Working Peace System. In: Nelsen B.F., Stubb A.CG. (eds) The European Union. 
Palgrave, London. 1994, pp.93-113. 
73 C. Pentland, International Theory and European Integration, Free Press, 1973, p.64. 
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to the belief that will be almost impossible to avoid some form of political integration 

within the market integration in the European Community74.However, on the political 

integration side, this group seeks to account that integration should be based on the 

“functional” activities of governments, as previously theorized by Mitrany. McDonald 

looks at security, defence and foreign policy as being highly politicized and considers that 

national governments are sceptical in surrendering their sovereignty in these areas. 

However, in what he calls “less political areas”, namely those policies implemented upon 

specific sectors as trade regulations, might facilitate the integration process75. 

2.2.2 Federalism: Spinelli 
 

Some Europeans felt that, in order to prevent war between states, was imperative to trust 

on the functional tasks over international agencies instead on national governments. 

Others, were attracted by the various Resistance Movements in war-time Europe as the 

European Union of Federalists (EUF), formed in December 1946. When it comes to talk 

about the very early stages of the integration process, with respect to the federalist 

dimension, it is not possible not to mention one of the most original and complete 

supranational and pro-European federalist positions: the Ventotene Manifesto (1941) by 

Altiero Spinelli and Ernesto Rossi. While being imprisoned by the Italian fascist regime, 

Spinelli focus on his federalist vision and the future of Europe. The object was clear: a 

precise program of action for the realization of a federal Europe, with: an European 

armed service at its disposal rather than national armies; capable of crushing economic 

autarchies, the backbone of totalitarian regimes; that will have sufficient institutions and 

means for its deliberations on the maintenance of common order to be executed in the 

individual federal sates, while allowing each state to retain the necessary autonomy for 

a plastic organization and development of political activity according to the specific 

characteristics of the various populations76 . The project towards a federal 

reorganization of Europe is clearly set, as a concrete and possible realization by exploiting 

the damage caused by the war in order to make a new start on a radically different basis 

and create a federal constitution of Europe77. 

 
2.2.3 Another approach: the Pluralists 

The pluralist approach includes those theories of integration based on the intangibility of 

absolute sovereignty. In this form of integration, national governments are seen as the key 

actors both in the ongoing processes of integration and as central constituents of the new 

community78. As noted by Charles Pentland, they aim to “political union” or to the so- 

called “l’Europe de patries” by developing links of intergovernmental cooperation, while 

“the international organisation has no real will of its own and no power to create a new 

political entity apart from the wishes of its member”79. Clearly, a minimum degree of 

integration is favoured to achieve certain limited economic objectives, mainly trade 

liberalisation in an international environment of peace and security80. In other words, in 

the pluralist approach, integration is seen as the formation of a 'community of states,' 

 

74 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, pp. 39-40. 
75 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.4. 
76 A.Spinelli, E. Rossi, The 1944 Ventotene Manifesto: Towards a Free and United Europe. In: Karmis D., 

Norman W. (eds) Theories of Federalism: A Reader. Palgrave Macmillan, New York, 2005 
77 I. Bache, S. Bulmer, S. George, O. Parker, Politics in the European Union, 4th edition, Oxford University 

Press, 2015, p.8. 
78 J.P. O'leary, Realism, Pluralism, and the Study of International Integration System Change as 

Independent Variable, World Affairs 141, no. 3), 1979, p.252. 
79 C. Pentland, International Theory and European Integration, Free Press, 1973, pp. 33-51. 
80 T. Hitris, Op.cit., p.39. 
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followed by the inevitable need for a national state to protect and defend their own 

culture81 with a process of adjustment to each other's actions, supported by the socio- 

political behaviour of their populations82. In this respect, cooperation and favourable 

disposition of the states toward the integrative experiment are a sine qua non of successful 

integration83. Although, Pentland underlines that pluralists see a natural limiting factor to 

political integration: "a significant but persistent core of national identity in each state, 

in whose service governments may feel obliged to act in ways unproductive for 

integration"84. 

2.2 Defining economic integration 

Economic integration, as defined by several economists, can take different forms, 

depending on the degrees of integration. Balassa classification of regional economic 

integrations is often cited among those who investigated the early attempts of this process 

and admits “five stages” of integration, listed below and described into further details in 

the following paragraphs. The first is a Free Trade Area (FTA), then a Customs Union 

(CU), a Common Market (CM), an Economic Union and an Economic and Monetary 

Union (EMU)85. 

1. Free Trade Area (FTA) – An area where tariffs and quotas are abolished for imports 

from area members, but each country retains national tariffs and quotas against third 

countries. 

2. Customs Union (CU) – a CU involves setting up equal tariffs and quotas (if any) for 

trade with non-members countries. An example is the European Economic Community 

since 1968. 

3. Common Market (CM) – An area where trade restrictions are abolished as well as 

restrictions on factor movements. It is noteworthy that the idea of a Common Market was 

already identified as an objective under the so-called “four freedoms” of the 1957 Treaty 

of Rome. 

4. Economic Union (EUN) – An area where the suppression of restrictions on commodity 

and factor movements with some degree of harmonisation of national economic policies 

are combined in order to remove the inevitable discriminations due to disparities in these 

policies. 

5. Total Economic Integration (TEI) – a Total Economic Integration presupposes the 

unification of monetary, fiscal, social and countercyclical policies conducted at the 

supranational level whose decisions are binding for the member states. The euro area is 

the concretes examples of TEI. 
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2.3 The European Coal and Steel Community: from the Shuman Plan to the 

Treaty of Paris 

On May 9, 1950, the French foreign minister Robert Schuman86, inspired by the “father 

of European Integration” Jean Monnet87, proposed that France and Germany should 

place their coal and steel production under the control of a common High Authority, 

within the framework of an organization opened for membership to other European 

countries. Pooling basic production and by instituting a new High Authority, not only 

would immediately foster economic recovery but also prevent future wars between 

France and Germany, merely unthinkable, but materially impossible88. This so-called 

Schuman Plan appealed other nations to join this ambitious plan and to provide a unified 

market for their coal and steel products as Italy, Belgium, Luxembourg, and the 

Netherlands. Coal and Steel were only intended as little starting points of something 

bigger than “just” a common market: the idea of a more integrated Europe. The reason 

why the Benelux governments expressed their interests was simply: they could not afford 

to be left out of an agreement between France and Germany due to their geographical 

proximity. In fact, being part of the same industrial regional under specific legal 

conditions would have reduce the risk of war between the two superpowers. On the 

contrary, Italy’s involvement was less clear. In the aftermath of the war, the country had 

to recover its image internationally as Germany was doing at the time. Prime Minister, 

Alcide De Gasperi89 saw in this project the best chance to relaunch the country’s economy 

and to regain its political identity. Negotiations between the six countries that wished to 

participate led to what become the European Coal and Steel Community (ECSC). The 

Six signed the Treaty of Paris in 1951, and the ECSC came into force for a 50-year period 

in 195290. Article 1 of the present Treaty reads as follow: 

By the present Treaty, the High Contracting Parties institute among themselves a 

European Coal and Steel Community, based on a common market, common 

objectives, and common institutions. 

Article 1 ECSC91 

Was the European Coal and Steel Community a success? On June 2002, while reporting 

the expiration of the ECSC, the Press material from the Commission outlines the 

successes and failures of the activities of the European Coal and Steel Community 

(ECSC). By the time the ECSC was in operation, it achieved early success: between 1952 

and 1960 iron and steel production rose by 75% in the ECSC nations, and industrial 

production rose by 58%. However, after 1959, when the competitiveness of the European 

coal industry was faced with competition from other types of fuel and imported coal, the 

ECSC nevertheless managed to reduce coal production capacities and introduced 

programmes aimed at re-training miners and developing new industries92. 
 

 

 

 
 

86 La Fondation Robert Schuman - Le Centre de recherches et d'études sur l'Europe, 
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88 Shuman Declaration (1950) 
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91 Treaty Establishing the European Coal and Steel Community, Apr. 18, 1951, 261 U.N.T.S. 140 (ECSC 
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2.3.1 The Schuman Declaration 9 May 1950 

 
World peace cannot be safeguarded without the making of creative efforts proportionate 

to the dangers which threaten it. The contribution which an organized and living Europe 

can bring to civilization is indispensable to the maintenance of peaceful relations. In 

taking upon herself for more than 20 years the role of champion of a united Europe, 

France has always had as her essential aim the service of peace. A united Europe was 

not achieved, and we had war. Europe will not be made all at once, or according to a 

single plan. It will be built through concrete achievements which first create a de facto 

solidarity. The coming together of the nations of Europe requires the elimination of the 

age-old opposition of France and Germany. Any action taken must in the first place 

concern these two countries. With this aim in view, the French Government proposes that 

action be taken immediately on one limited but decisive point. It proposes that Franco- 

German production of coal and steel as a whole be placed under a common High 

Authority, within the framework of an organization open to the participation of the other 

countries of Europe. The pooling of coal and steel production should immediately provide 

for the setting up of common foundations for economic development as a first step in the 

federation of Europe, and will change the destinies of those regions which have long been 

devoted to the manufacture of munitions of war, of which they have been the most constant 

victims. 

The solidarity in production thus established will make it plain that any war between 

France and Germany becomes not merely unthinkable, but materially impossible. The 

setting up of this powerful productive unit, open to all countries willing to take part and 

bound ultimately to provide all the member countries with the basic elements of industrial 

production on the same terms, will lay a true foundation for their economic unification. 

This production will be offered to the world as a whole without distinction or exception, 

with the aim of contributing to raising living standards and to promoting peaceful 

achievements. With increased resources Europe will be able to pursue the achievement 

of one of its essential tasks, namely, the development of the African continent. In this way, 

there will be realised simply and speedily that fusion of interest which is indispensable to 

the establishment of a common economic system; it may be the leaven from which may 

grow a wider and deeper community between countries long opposed to one another by 

sanguinary divisions. 

By pooling basic production and by instituting a new High Authority, whose decisions 

will bind France, Germany and other member countries, this proposal will lead to the 

realization of the first concrete foundation of a European federation indispensable to the 

preservation of peace. To promote the realization of the objectives defined, the French 

Government is ready to open negotiations on the following bases. The task with which 

this common High Authority will be charged will be that of securing in the shortest 

possible time the modernization of production and the improvement of its quality; the 

supply of coal and steel on identical terms to the French and German markets, as well as 

to the markets of other member countries; the development in common of exports to other 

countries; the equalization and improvement of the living conditions of workers in these 

industries. 

To achieve these objectives, starting from the very different conditions in which the 

production of member countries is at present situated, it is proposed that certain 

transitional measures should be instituted, such as the application of a production and 

investment plan, the establishment of compensating machinery for equating prices, and 

the creation of a restructuring fund to facilitate the rationalization of production. The 

movement of coal and steel between member countries will immediately be freed from all 
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customs duty and will not be affected by differential transport rates. Conditions will 

gradually be created which will spontaneously provide for the more rational distribution 

of production at the highest level of productivity. In contrast to international cartels, 

which tend to impose restrictive practices on distribution and the exploitation of national 

markets, and to maintain high profits, the organization will ensure the fusion of markets 

and the expansion of production. The essential principles and undertakings defined above 

will be the subject of a treaty signed between the States and submitted for the ratification 

of their parliaments. The negotiations required to settle details of applications will be 

undertaken with the help of an arbitrator appointed by common agreement. He will be 

entrusted with the task of seeing that the agreements reached conform with the principles 

laid down, and, in the event of a deadlock, he will decide what solution is to be adopted. 

The common High Authority entrusted with the management of the scheme will be 

composed of independent persons appointed by the governments, giving equal 

representation. A chairman will be chosen by common agreement between the 

governments. The Authority's decisions will be enforceable in France, Germany and 

other member countries. Appropriate measures will be provided for means of appeal 

against the decisions of the Authority. A representative of the United Nations will be 

accredited to the Authority, and will be instructed to make a public report to the United 

Nations twice yearly, giving an account of the working of the new organization, 

particularly as concerns the safeguarding of its objectives. 

The institution of the High Authority will in no way prejudge the methods of ownership 

of enterprises. In the exercise of its functions, the common High Authority will take into 

account the powers conferred upon the International Ruhr Authority and the obligations 

of all kinds imposed upon Germany, so long as these remain in force. 
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2.4 Treaty (or Treaties) of Rome: the EEC and the EFTA 

 
In 1957 after the Treaty of Paris establishing the ECSC, the Six ECSC members signed 

the Treaties of Rome which set up the European Economic Community (EEC) and the 

European Atomic Energy Community (EAEC or Euratom). Unlike the Treaty of Paris, 

that had to be expired in fifty-years, the Treaties of Rome entered into force on 1 January 

1958 for an unlimited period. The objective of the two emerging Communities was to 

fuse the six national economies into a unified economic area, by creating a common 

market and removing all trade barriers. Secondly, it aimed to promote the pacific use of 

nuclear energy by pooling nuclear industries under Euratom, respectively. The logic 

behind this fusion, was to draw the lines for an ever-closer union, with the economic 

integration being the expected means to achieve their final goal93. However, by signing 

the Brussels Treaty (known as the ‘Merger Treaty’) in 1965, the members agreed to unify 

the three existing European Communities (EC) so far - the European Coal and Steel 

Community (ECSC), the European Economic Community (EEC) and the European 

Atomic Energy Community (EAEC). In addition, the Merger Treaty, which took effect 

in 1967, set up common institutions in the form that are in operation today, a single 

“Council of the European Communities” - today’s Council of the European Union and 

“the Commission of the European Communities” - today’s European Commission94. 

As the steps leading to the Treaties of Rome plays a vital role in the process of integration, 

before going into further details, it is important to clarify some points. There is a 

remarkable number of duplicated names and abbreviation in the literature regarding 

European Studies. The terms “Treaty of Rome” or “Treaties of Rome” are both corrected 

and have now entered into common use. However, it is true that on 25 March 1957 

actually two Treaties were signed, the “Treaty establishing the European Economic 

Community” and the “Treaty establishing the European Atomic Energy Community”. 

Collectively are known as the “Treaties of Rome”, but since the European Economic 

Community turned out to be vastly more successful than the Euratom, the term “Treaty 

of Rome” is used to refer to the EEC Treaty. Ever since its first signature, continuous 

amendments to the treaty have been integrated into the basic text, and the name has been 

amended twice. Early in 1993, the name was changed to “Treaty establishing the 

European Community (TEC) ” by the Maastricht Treaty, eventually, in 2009, with the 

entrance into force of the Lisbon Treaty it was renamed in the "Treaty on the Functioning 

of the European Union (TFEU)"95. 

The roots of the process that led to the signature of the two treaties were previously 

discussed in Messina, two years before. Foreign ministers of the Six met in 1955 to set 

up the Spaak Committee under the chairmanship of Belgian Foreign Minister Paul- Henri 

Spaak. The debates revolve around two major proposal: a general common market and 

partial sectoral integration. However, different and conflicting ideas emerged. The 

common market’s proposal from Beyen, the Dutch Foreign Minister, met with strong 

opposition in France, since French industries were considered unable to compete with 

German production. Negotiations were later carried out by Guy Mollet who became the 

new Prime Minister of France. Though at first, Mollet was profoundly sceptical of any 

measures by which European integration would have been achieved, new forms of 

opening up to competition were needed if the country was ever to gain potential benefits 
 
 

93 R. Baldwin R., C. Wyplosz, The Economics of European Integration, 3rd Edition, McGraw-Hill 

Education (UK), 2009, p.48. 
94 Treaty Establishing a Single Council and a Single Commission of the European Communities, Apr. 
8, 1965, 1967 J.O. 152/1 (Merger Treaty). 
95 R. Baldwin R., C. Wyplosz, Op.cit. p.50. 
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from the German industry. It is in this context that the Treaties of Rome were drafted96. 

Particularly noteworthy is the UK position. The UK joined with the original Six in the 

initial meetings of the Committee but withdrew when it became clear among Monnet and 

the others that the UK was, to some extent, trying to sabotage the Six’s project of deeper 

economic integration. As a response to the European Economic Community (EEC), the 

UK formed its own block in 1960, the European Free Trade Association (EFTA) with 

Austria, Switzerland, Norway, Sweden, Denmark and Portugal. Thus, by the 60s, trade 

activities in western Europe could be described as two non-overlapping circles. 97While 

the EEC was implemented to establish a Customs Union under the control of series of 

administrative and supranational institutions as the European Parliamentary Assembly, 

the European Court of Justice and the European Commission, the EFTA was less 

ambitious. In fact, it was purely inter-governmental and a free – trade area, a group of 

countries where all barriers to trade in goods are removed, was the final aim98. 

Figure 1: Europe of two non-overlapping circles 
 

 
 

Source: Baldwin (2009) 
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98 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.8. 
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2.4.1 Europe of two concentric circles 

The early 1960s were a period of apparent success for the original Six which experienced 

rapid growth rates, encouraged by the economic programme embarked by the EEC. At 

that time Germany witnessed the “economic miracle” and soon became the leading power 

both in the European continent in general and within the European Economic 

Community. In fact, the remaining Five, started to take benefits from the German growth. 

On the other hand, instead, the EFTA was unable to contain the EEC’s market. The EEC 

with its economic power of Germany, began to attract the United Kingdom. Thus, in 1961 

the UK applied for EEC membership. However, once entering the EEC, so a Customs 

Union, the UK would have had to re-impose tariffs on imports from other EFTAs. 

Britain’s change of attitude was quickly followed by Ireland, Denmark and Norway. 

While Germany was glad to welcome UK membership, in France, President Charles De 

Gaulle99 vetoed it, not once, but twice (1963 and 1967). After he retired, the four ETAFs 

felt free to join the EEC and their membership was granted in 1973. Since the 1972 

Norwegian referendum rejected the membership, the 1973 saw the first enlargement from 

six to nine member states. The remaining EFTAs feared an even larger market, and to 

avoid trade discrimination their governments were forced to redress the situation. As a 

result, many bilateral free trade agreements (FTAs) between each EFTAs and EEC 

members took place in order to regulate EEC-EFTA trade. Thus, by the 1970s, Western 

Europe’s trade arrangements evolved from two non-overlapping circles into two 

concentric circles (Fig.2) 100. 

Figure 2: Europe of two concentric circles 

 

 
Source: Baldwin (2009) 
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While the inner circle is a more deeply integreated version of the one showed before, the 

outer circle represents what Baldwin calls “virtual” trade area and comprised both EFTA 

and EEC nations. This “virtual” area is the result of linking together the Treaty of Rome 

(for intra- EEC trade), EFTA’s Charter, the Stocklom Convention (for intra-ETFA trade) 

and the bilateral Free Trade Agreements (FTAs)101. 

 
2.4.2 Treaty of Rome (EEC): Articles102 

The treaty of Rome is essential for its contribution to the creation of the European Union, 

as it is today. Some articles are in particular relevant and it is fundamental to know and 

analyse them to better comprehend the history of how the EU, and especially those 

concerning the Custom Union – core of the research - was thought and implemented over 

time. The Treaty’s first article establishes the European Economic Community, while 

Articles 2 and 3 define in very detailed terms the main economic policies concerning the 

initiatives taken by the Six. A substantial section of Treaty (Artt. 9-73 TEEC) is dedicated 

to the Customs Union based on "four freedoms" namely the free movement of goods, 

persons, services and capitals. To reach these ambitions conditions, the common market 

would be progressively established within twelve years, in three stages of four years each 

(Art.8, TEEC). Additionally, tariffs, quotas and non-tariffs barriers (NTBs), should be 

phased out between Member States, and common external tariff on all goods entering the 

union is imposed, thereby allowing free trade. However, some scholars have noted that 

the establishment of a Customs Union may require a deeper level of political and 

economic integration than simply the removal of trade barriers, to promote a more 

efficient and competitive sector (for example, agriculture)103. 

 
 

By this Treaty, the HIGH CONTRACTING PARTIES establish among themselves 

a EUROPEAN ECONOMIC COMMUNITY. 

Article 1 TEEC 

The Community shall have as its task, by establishing a common market and 

progressively approximating the economic policies of Member States, to promote 

throughout the Community a harmonious development of economic activities, a 

continuous and balanced expansion, an increase in stability, an accelerated 

raising of the standard of living and closer relations between the States belonging 

to it. 

Article 2 TEEC 

For the purposes set out in Article 2, the activities of the Community shall include, 

as provided in this Treaty and in accordance with the timetable set out therein: 

 

(a) the elimination, as between Member States, of customs duties and of 

quantitative restrictions on the import and export of goods, and of all other 

measures having equivalent effect 

(b) the establishment of a common customs tariff and of a common commercial 

policy towards third countries 
 

 
101 Ibidem. 
102 Treaty Establishing the European Economic Community, Mar. 25, 1957, 298 U.N.T.S. 3, 4 Eur. Y.B. 

412 (EEC Treaty or Treaty of Rome). Treaty Establishing the European Atomic Energy Community, Mar. 

25, 1957, 298 U.N.T.S. 259, 5 Eur. Y.B. 454 (Euratom Treaty). 
103 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.34. 
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(c) the abolition, as between Member States, of obstacles to freedom of movement 

for persons, services and capital 
(d) the adoption of a common policy in the sphere of agriculture 

(e) the adoption of a common policy in the sphere of transport 

(f) the institution of a system ensuring that competition in the common market is 

not distorted 

(g) the application of procedures by which the economic policies of Member States 

can he co-ordinated and disequilibria in their balances of payments remedied 

(h) the approximation of the laws of Member States to the extent required for the 

proper functioning of the common market. 

(i) the creation of a European Social Fund in order to improve employment 

opportunities for workers and to contribute to the raising of their standard of 

living 

(j) the establishment of a European Investment Bank to facilitate the economic 
expansion of the Community by opening up fresh resources 

(k) the association of the overseas countries and territories in order to increase 
trade and to promote jointly economic and social development. 

 

Article 3TEEC 

The Common Market shall be progressively established in the course of a 

transitional period of twelve years. The transitional period shall be divided into 

three stages of four years each; the length of each stage may be modified in 

accordance with the provisions set out below 

Article 8(1) TEEC 

The Community shall be based upon a customs union which shall cover all trade 

in goods and which shall involve the prohibition between Member States of 

customs duties on imports and exports and of all charges having equivalent effect, 

and the adoption of a common customs tariff in their relations with third countries 

Article 9(1) TEEC 

Products coming from a third country shall be considered to be in free circulation 

in a Member State if the import formalities have been complied with and any 

customs duties or charges having equivalent effect which are payable have been 

levied in that Member State, and if they have not benefited from a total or partial 

drawback of such duties or charges. 

Article 10 (1) TEEC 

Member States shall refrain from introducing between themselves any new 

customs duties on imports or exports or any charges having equivalent effect, and 

from increasing those which they already apply in their trade with each other. 

Article 12 TEEC104 
 

 

 

 

 

 

 
 

104 Treaty Establishing the European Economic Community, Mar. 25, 1957, 298 U.N.T.S. 3, 4 Eur. Y.B. 

412 (EEC Treaty or Treaty of Rome). 
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2.5 The Customs Union, 1958-1985 

 
As mentioned above, a customs union is an area where tariffs and quotas are removed 

and, a common external tariff is imposed for all extra-Union trade. It has also been rightly 

pointed out that, in the face of a progressive approach to produce a closer integration, the 

idea of a common European market lies at its base. Therefore, the 1948 Treaty of Paris, 

establishing the ECSC, required the original Six to the implementation of a sectoral 

limited customs union to coal and steel. Subsequently, with the Treaties of Rome, the 

customs union was extended to all trade in goods (Art.9 TEEC) and a second sectoral 

common market on atomic energy was formed (Art 1. EAEC). Article 3 of the TEEC 

called for the elimination of customs duties (tariffs) and quantitative restrictions (quotas) 

on intra-EC trade and for the introduction of a common external tariff (CET) on imports 

from third countries. Thereby, the Treaty also provided that, two other sectors, 

agricultural and transport, would come under a common commercial policy (CCP). 

Eventually, by July 1968 the Six original members of the European Economic 

Community set up the customs union and adopted a common external tariff105. A CU 

should act as a greater stimulus to intra-Union trade than a free-trade area - stated 

McDonald - because the introduction of a common external tariff (CET) should ensure 

that the same tariff is imposed on imports regardless of the country importing the 

product106. Put simply: is guaranteed under a CET that all imported goods are treated in 

the same manner. Therefore, problems of origins and discrimination arose from 

intermediate products coming from outside, but fundamental in the production of good 

subsequently re-exported to another country in the free-trade area, are avoid. Obviously, 

an added value is attributed to these intermediate goods, before the final good is 

exported107. Despite these technical aspects, the main results of the effectiveness of the 

Customs Union will then be explained with a more economic and legal approach in the 

next chapter. 

Between the early 1970s and the mid-80s the Community was damaged by a series of 

international economic, social and political crises. Stagflation, the failure of both deeper 

monetary and trade integration, as the OPEC oil price issue, as well as the instability of 

the international monetary system as the main consequence of the collapse of the Bretton 

Woods System, created a period known as “Euro-Pessimism”. Within this economic 

environment, practically no progress for strengthening the internal market was being 

made. In the meantime, the EEC was gearing up to a second enlargement. In fact, Greece 

in 1981, and Spain and Portugal in 1986, applied for EEC membership, thereby increasing 

the market size with 320 million potential consumers. Therefore, the European Monetary 

System (EMS), founded in 1979 as a response the failure of the so called “snake in the 

tunnel” provided wider margins of fluctuations for individual currencies, than its 

predecessor. Despite some scepticism about its real success it did not collapse. Apart from 

the enlargement and the positive results of the EMS, by the early 1980s the need for 

monetary stability re-emerged. Member states experienced lower growth rate in 

comparison with the world markets, and this led to a lack of competitiveness of the 

European economies, fragmented into a series of national markets, vis-à-vis the United 

States and Japan. By adopting new technology in their production processes, American 

and Japanese firms with their domestic market of 200 and 100 million consumers 

respectively, were rapidly flooding the most sensitive Community markets. Given these 
 

105 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, pp.54-55. 
106 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.41. 
107 Ibidem. 
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economic difficulties, the main problem remained the inability to maintain a presence in 

these markets. Nevertheless, they formed a crucial prelude to the 1985 White Paper 

“Completing the Internal Market” and the Single European Act (SEA) of 1987. It was 

therefore, in an attempt to add new momentum to European integration and to revise 

economic growth that national governments embraced the single market programme108. 

 
 

2.6 The Single Market, 1986-1992 

 
Whether called the “Common Market” or the “Single Market”, the general idea to 

integrate the internal market by the adoption of competition rules, and to create a 

geographical area free of technical trade obstacles, has been committed since the Treaty 

of Rome was signed. In fact, the original decision to create a common market within 

twelve years, was one of the pillars on which the EEC was built. However, this object 

was not achieved, and it was clear that accelerating the removal process of the 

Community's internal economic barriers would have been necessary to find a way towards 

the single market project. Such a way was found at the beginning of 1985 under the 

initiative of Jacques Delors as soon as he assumed the Presidency of the European 

Commission. Within a few months taking office, Lock Cockfield, the British 

Commissioner for Trade and Industry, published a White Paper on “Completing the 

Internal Market” endorsed by the European Council in Milan at the end of the same 

month. The White Paper called for a legislative program to be implemented, known as 

the “EC-92” program, aimed at the completion of a single market free of restrictions of 

all kinds. Furthermore, set out a timetable to be pursued with a target date by the end of 

1992, thereby creating a more favourable integrated Community as a whole. Concretely, 

about 282 measures were identified in the Paper classified under three directions: the 

removal of physical, technical and fiscal barriers. However, it is not possible to discuss 

all the measures suggested by the Commission, aimed at their removal. In the following 

terms did the Commission define its task: 

Unifying this market (of 320 million) presupposes that Member States will agree 

on the abolition of barriers of all kinds, harmonisation of rules, approximation of 

legislation and tax structures, strengthening of monetary cooperation and the 

necessary flanking measures to encourage European firms to work together. It is 

a goal that is well within our reach provided we draw the lessons from the setbacks 

and delays of the past. The Commission will be asking the European Council to 

pledge itself to completion of a fully unified internal market by 1992 and to 

approve the necessary programme together with a realistic and binding timetable. 

COM (85) 310 FINAL 1109 

Given a complete set of rules for an internal market, providing standards of perfectionism, 

nearly impossible to reach, the key changes in the Single Market Programme embodied 

the “four freedoms” (free movements of goods, services, people and capital) promised by 

the Treaty of Rome. However, it is not the ultimate goal. In the final section of the 

document, the Commission shows a clear position: 
 

 

 

 

108 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, 
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Just as the Customs Union had to precede Economic Integration, so Economic 

Integration has to precede European Unity. 

COM (85) 310 FINAL 222110 

In other words, this White Paper proposes the necessity to take new steps, otherwise 

economic integration cannot be achieved. In this respect, Pelkamans in his analysis 

emphasized: […] by and large the Commission was not more ambitious than the 

Community had promised itself to be in the European Economic Community (EEC) 111. 

However, between 1986 and 1992 - Pelkamans reported - the Council had adopted 260 

proposals, and on 2 it had reached a common position. Thus, the score was almost 95 

percent of the consolidated white paper list when the steeplechase was over. […] The 

matter is different for implementation, for which score charts have been kept since 1989. 

In December 1992, already 216 measures were legally in force, of which 177 should have 

been incorporated into the laws of the member states112. 

On the other hand, Calingaert stated that - the programme could not have succeeded, 

however, had it not been for the first significant revision of the Treaty of Rome – namely 

– the 1986 Single European Act (SEA)113 

 
 

2.6.1 The Single European Act (SEA) 
 

The Milan European Council of June 1985 convoked the first intergovernmental 

conference (IGC) since the signing of the Treaties of Rome in March 1957, the same 

meeting at which heads of governments endorsed the Commission’s White Paper on the 

internal market. The IGC opened in Luxembourg on September 1985 and over the next 

months different meetings were entailed. To add new momentum to European integration 

consultations had to revise what amendments were necessary to modify or supplementing 

the treaties of the European Communities to achieve the single market by 1 January 1993 

and to redefine and expand the powers of the European Institutions in a number of policy 

areas. Negotiations of the conference, which took place under the Presidency of 

Luxembourg, were approved by the European Council at its meeting of 2-3 December, 

culminated in what became the “Single European Act (SEA)” because it combined in one 

– single - Act both the amendments to the Treaties establishing the Communities and the 

provisions concerning social and political cooperation. The Act was signed on 17 and 28 

February 1986 in Luxembourg and The Hague respectively, and, after ratification by 

member states, it entered into force on 1 July 1987114. 

The Act, which after defining the signatories’ determination to transform their relations 

as a whole towards European Unity, is intended ‘to improve the economic and social 

situation by extending common policies and pursuing new objectives’ and ‘to ensure a 

smoother functioning of the Communities’, as its preamble notes. Within its 34 Articles, 

divided into 4 titles, the SEA provided an extensive number of issues particularly with 

regard to broadening the Community’s responsibilities and made important changes in 
 
 

110 White Paper on completing the single market COM(85) (310) 
111 J. Pelkmans, The Significance of EC-1992. The Annals of the American Academy of Political and Social 

Science, 531, 1994, p. 96. 
112 J. Pelkmans, Op.cit. p.103. 
113 M. Calingaert, Creating a European Market. In: Cram L., Dinan D., Nugent N. (eds) Developments 

in the European Union. Palgrave, London, 1999, p.154. 
114 R. Tiersky, Europe Today. National Politics, European Integration, and European Security., Lanham, 

Rowman & Littlefìeld, 2004, pp.37-38. 
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the decision-making procedure within the Council of Ministers, the European Parliament, 

and the Court of Justice. Title I of the SEA is general in nature115. It contains all the 

common provisions, and it continues to build upon the Treaties of Rome: 

The European Communities and European Political Co-operation shall have as 

their objective to contribute together to making concrete progress towards 

European unity. The European Communities shall be founded on the Treaties 

establishing the European Coal and Steel Community, the European Economic 

Community, the European Atomic Energy Community and on the subsequent 

Treaties and Acts modifying or supplementing them. 

Article 1 SEA 

Title II of the SEA is entitled “Provisions amending the Treaties establishing the 

European Communities” and it is, by far, the most important and far-reaching, since it 

contains major amendments to the founding treaties and specified completion of the 

internal market by the end of 1992. In fact, Subsection I - Internal Market Article 13 

provides supplemented provisions to the EEC Treaty Article 8 by incorporating the SEM 

definition as an “area without frontiers in which the free movement of goods, persons, 

services and capital is ensured”: 

The EEC Treaty shall be supplemented by the following provisions: 

'Article 8a - The Community shall adopt measures with the aim of progressively 

establishing the internal market over a period expiring on 31 December 1992 , in 

accordance with the provisions of this Article and of Articles 8b , 8c , 28 , 57 ( 2 

), 59 , 70 ( 1 ), 84 , 99 , 100a and 100b and without prejudice to the other 

provisions of this Treaty. 

The internal market shall comprise an area without internal frontiers in which the 

free movement of goods, persons, services, and capital is ensured in accordance 

with the provisions of this Treaty 

Article 13 SEA116 

The most important institutional reform was the introduction of qualified majority voting 

(QMV) in the Council for SEM measures. Under the new legal basis, the Council now 

issues its directives with a system of weighted voting rather than by unanimity. This 

system would have overcome the inevitable blockage to progress by reducing the areas 

of intervention in which individual governments could reject Commission’s proposal by 

the use of their veto, thereby speeding up the decision-making process. In this respect 

unanimous agreement among the then 12 member countries would no longer be required 

for measures designed to free the internal market, maritime and air transport research, the 

free movements of capitals and services. Particularly, with regard to the internal market, 

the SEA Art 18 supplemented EEC Art 100 stating that most measures “have as their 

object the establishment and functioning of the internal market”117. This last amendment 

in the Treaty of Rome was essential, according to Delors, for a successful completion of 

the 1992 project118. However, unanimity is still required for measures concerning the 

harmonisation of indirect taxes and the removal of physical control at borders119. The 
 
 

115 A.Schildhaus, 1992 and the Single European Act. The International Lawyer, 23(2), 1989, pp. 549-555. 
116 The Single European Act OJ L 169, 29.6.1987, p. 1–28 
117 Article 18 SEA. OJ L 169, 29.6.1987, p. 1–28 
118 R.Tiersky, Europe Today. National Politics, European Integration, and European Security, Lanham, 
Rowman, 2004, p.38. 
119 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.45. 
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SEA also increased the numbers of areas where QMV applied, with a six-subsection 

programme: 

I. Internal market – to be completed for the end of 1992 (Art. 13) 

II. Monetary Capacity – Strengthening the European Monetary System (Art.20) 

III. Social policy - improving health and safety of working environments, and social 
dialogue between trade unions and employers (Artt. 21, 22, 29) 

IV. Economic and social cohesion - aims at reducing the disparities between less 

developed regions (Art. 23) 

V. Research and Technological development - aims to strengthen the scientific and 

technological basis of European industry and to encourage it to become more 

competitive at international level. (Art. 24) 

VI. Environment – a series of coordinated actions for environment protection (Art. 
25)120 

After a slow start, the transformations brought about by the SEA, in both the levels of 

law-making and in the progress of removing capital controls, opened the way to even 

more ambitious projects as further political integration and a long term economic and 

monetary union. At the same time, the growing political instability, culminating in the 

collapse of the Berlin Wall within communism, combined with the prospect of 

reunification of Germany, raised many fears about potential political and economic 

balance in the EU. Thus, a unified Germany would be most likely much larger 

economically and politically than France, Britain or Italy121. 

 

2.7 The Economic and Monetary Union (EMU), 1993-2001 

Economic and Monetary union involves the integration of the economic and monetary 

sector, respectively, of member states. In this respect, economic matters have always been 

the key to the development of Europe. The European Coal and Steal Community (ECSC) 

first, and the European Economic Community (EEC) then, always had economic 

objectives at their core. As well as, it has been necessary to modify the political and 

institutional structures, necessary to the establishing of the Single European Market 

(SEM) and now the Economic and Monetary Union (EMU). Although the Maastricht 

Treaty was essential on the road to European integration, various attempts at European 

monetary union (EMU) had been made two decades earlier, between 1969 and 1992. 

From the 1969 Hague Summit that committed the EC to achieve EMU by 1980, to the so 

called “snake in the tunnel” within its margins of fluctuations, the original idea of EMU 

was destroyed by global monetary instability. Yet, by 1973 the European Monetary 

Cooperation Fund (EMCF) was set up, and in 1979 the creation of the European Monetary 

System (EMS) and the European Currency Unit (ECU) relaunched the process of 

monetary integration. Central in the EMS was the European Exchange Rate Mechanism 

(ERM), a system of fixed exchange rates that limited fluctuation around the official 

established rate for national currencies. The success of the EMS contributed in recent 

years to further progress, including the adoption, in 1985, of the internal market 

programme and the signing of the Single European Act, as mentioned above122. 
 

 

120 The Single European Act OJ L 169, 29.6.1987, p. 1–28; See also Schildhaus, A., (1989) 1992 and the 

Single European Act. The International Lawyer, 23(2), p 549-555. 
121 R. Baldwin R., C. Wyplosz, The Economics of European Integration, 3rd Edition, McGraw-Hill 

Education (UK), 2009, p.29. 
122 M. Baun, The Maastricht Treaty as High Politics: Germany, France, and European Integration. Political 

Science Quarterly, 1995, pp.606-607; For the European Monetary System (EMS) see McDonald F., F. 

http://eur-lex.europa.eu/summary/glossary/economic_monetary_union.html
http://eur-lex.europa.eu/summary/glossary/economic_monetary_union.html
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As far as European Integration was concerned, Jacques Delors sized this historical 

moment and tried to exploit its spillover potential towards the formation of a monetary 

union. While Britain's Prime Minister Margaret Thatcher123 expressed strong opposition, 

heads of states, notably French President François Mitterand and German Chancellor 

Helmut Kohl, opened the door to the idea of greater political integration. Despite British 

opposition, in June 1988, at Hannover, national governments underlined that “in adopting 

the Single Act, the Member States of the Community confirmed the objective of 

progressive realization of economic and monetary union”124. The Heads of State 

therefore agreed to set up a commission of central bankers chaired by Jacques Delors, to 

draft a report with the concrete steps required to strengthen monetary cooperation. The 

result, known as the “Delors Report” was submitted in Madrid in June 1989125. 

2.7.1 The Delors Report 

 

The report outlined a gradualist three-stage process leading to full monetary and currency 

union, that is proceeding through stages of progressively closer convergence and 

coordination126. The timetable and the content are described in the following. 

The first stage - which should have started no later than 1 July 1990 - involved the 

completion of the Single Market, greater economic and monetary policy coordination 

within the existing intuitions, and all the Community currencies would be included in the 

EMS exchange rate mechanism. Therefore, by the time of the transition to stage two, a 

Treaty on Economic and Monetary Union would have to be negotiated and ratified. In 

stage two, for which no starting date was proposed, the margin for fluctuation of national 

currencies within the ERM would be narrowed and created the European Monetary 

Institute (EMI), predecessor to the European Central Bank. Eventually, in the final stage 

a single currency would be created, administered by the European central banks system, 

inevitably taking over national banks, and national currencies would be irrevocably 

locked together. Therefore, EC authorities would assume greater monetary and economic 

competences127. 
 

 

McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, pp.82-91. 

See also D. Gros, N. Thygesen, European monetary integration: from the European Monetary System to 

European monetary union, Longman, London, 1992 
123 “You might say: weren't we supposed to have a common market already? Wasn't that the reason we 

joined Europe in the first place? Weren't we promised all this in 1973? It is a fair question to ask. And the 

truthful answer is: Europe wasn't open for business. Underneath the rhetoric, the old barriers remained. 

Not just against the outside world, but between the European countries. […] Not the classic barriers of 

tariffs, but the insidious ones of differing national standards, various restrictions on the provision of 

services, exclusion of foreign firms from public contracts. […] Now that's going to change. Britain has 

given the lead. So far Britain hasn't done nearly well enough in trade with Europe. True, the direction of 

our trade has been transformed. Half of it is now with the European Community. But the balance is nothing 

like satisfactory, especially in manufactured goods. The fact is that although we haven't done very well in 

Europe, Europe has done very well in Britain. […] Our national failure to make the most of the 

opportunities when we joined the Community was part of a much more general failure. In those days, 

Britain was in the forefront of those resisting change, in fighting to preserve the barriers. Some in Britain 

still see it that way, but they are getting fewer and fewer The task now is to harness that spirit of enterprise 

to tackling the challenge of the Single Market. By 1993 Europe will be our home market. That means that 

we won't just be exporting to eleven other countries. We will be doing business in a single domestic 

market.” 1988 Apr 18 Margaret Thatcher Speech opening Single Market Campaign 
124 European Commision, Report on Economic and Monetary Union in the European Community by 

Committee for Study of Economic and Monetary Union http://aei.pitt.edu/1007/1/monetary_delors.pdf 
125 Ibidem. 
126 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.163 
127 European Commision, Report on Economic and Monetary Union in the European Community by 

Committee for Study of Economic and Monetary Union http://aei.pitt.edu/1007/1/monetary_delors.pdf 

http://aei.pitt.edu/1007/1/monetary_delors.pdf
http://aei.pitt.edu/1007/1/monetary_delors.pdf
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In the December 1989 meeting in Strasburg, Community leaders also agreed to hold a 

special intergovernmental conference (IGC) to discuss the institutional changes to the 

Treaties particularly with regard to securing economic and monetary union. However, in 

June 1990 a separate IGC on political union was convened. These dual inter- 

governmental conferences were incorporated into the Maastricht Summit of December 

1991 and culminating with the sing of the Treaty on European Union (TEU) on 7 February 

1992, which created the European Union (EU). Despite meeting with great difficulties 

with ratification of each individual EC countries, in some cases holding referendums as 

the danish or French referenda, the Maastricht Treaty entered into force 1 November 

1993128. Since then, a further group of countries adopted the rules set out in the Maastricht 

Treaty and in the treaties that followed later, and now the European Union counts 27 EU 

Countries129. 

2.7.2 The Maastricht Treaty 
 

The Treaty of Maastricht, formally known as the Treaty on European Union (TEU) was 

the result of several years of the discussions between governments on deepening 

European integration since the Treaty of Rome. The TEU, laid the foundations of a new 

political project called “The Union” to strengthen the European nation state through 

mutually recognized common goals. The Union was to give particular importance to the 

promotion of economic and social progress through the establishment of an economic and 

monetary union and the creation of a single European currency (euro), providing the 

criteria for its use. As set out in the first paragraph: 

By this Treaty, the High Contracting Parties establish among themselves a 

European Union, hereinafter called 'the Union'. 

 

This Treaty marks a new stage in the process of creating an ever-closer union 

among the peoples of Europe, in which decisions are taken as closely as possible 

to the citizen. 

 

The Union shall be founded on the European Communities, supplemented by the 

policies and forms of cooperation established by this Treaty. Its task shall be to 

organize, in a manner demonstrating consistency and solidarity, relations 

between the Member States and between their peoples. 

Article A TEU 

 

The Union shall set itself the following objectives: - to promote economic and 

social progress which is balanced and sustainable, in particular through the 

creation of an area without internal frontiers, through the strengthening of 

economic and social cohesion and through the establishment of economic and 

monetary union, ultimately including a single currency in accordance with the 

provisions of this Treaty 

To assert its identity on the international scene, in particular through the 

implementation of a common foreign and security policy including the eventual 

framing of a common defence policy, which might in time lead to a common 

defence; 
 

 

128 The Maastricht treaty passed in France 51 % “yes” and 49 % “no”. While the Danes vote against by 

50.7% “no” and 49.3% “yes”. D. Chalmers, Davies D., G. Monti, European Union Law: Text and Materials 

(3rd ed.). Cambridge University Press, Cambridge 2014, p.28. See also H.Simon, Voices of Europe. 

Citizens, Referendums, and European Integration. Lanham: Rowman & Littlefield, 2002 
129 https://europa.eu/european-union/about-eu/countries_en 
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To strengthen the protection of the rights and interests of the nationals of its 

Member States through the introduction of a citizenship of the Union; 
To develop close cooperation on justice and home affairs; 

Article B TEU 

 

Among its provisions, to strengthen the protection of the rights and interests of the 
nationals of its 

Member States the treaty introduced one significant innovation: European citizenship. 

Citizenship of the Union is hereby established. Every person holding the 

nationality of a Member State shall be a citizen of the Union. 

 

Citizens of the Union shall enjoy the rights conferred by this Treaty and shall be 
subject to the duties imposed thereby. 

Article 8 TEU 

 

If the Treaty of Rome only allowed to work in any member states, the European 

citizenship brought by the Treaty of Maastricht granted citizen to right to reside in and 

move freely within the territory of the Union (Art. 8a), the right to vote and to stand as a 

candidate (Art. 8b) and ensuring the protection by the diplomatic or consular authorities 

of any Member State (Art. 8c).130 It created, furthermore, not only new areas of 

cooperation in the fields of Common Foreign and Security Policy (CFSP) but also in 

Justice and Home Affairs (JHA) as law enforcement, criminal justice, civil judicial 

matters and asylum and immigration policies. Together with the European Economic 

Community, which name was symbolically changed to European Community (Art 

G.A1)131, they formed the so called three-pillars structures or the European Union. The 

first pillar, called the European Community, embodied the majority of the traditional 

activities working and decision-making procedures of the 3 original EU organisations: 

the European Economic Community (EEC), the European Coal and Steel Community 

(ECSC) and the European Atomic Energy Community (EAEC). It included the Internal 

Market and its four freedoms, the Single Market Programme the Economic and Monetary 

Union (EMU) which the legal foundations is provided by the TEU while specific 

provisions for trade, agriculture and environment policies are to be found on the Treaties 

of Rome and the subsequent amended versions. The second pillar and the third pillar 

comprised foreign and security policies and Justice and Home affairs, respectively132. 

From an economic perspective, the Maastricht treaty laid the foundations of a single 

European currency, the euro, committed to a three-stage transition process to monetary 

integration by January 1999. Along with setting out the timeline for the introduction of 

the single currency, which was not issued until 2002, the TEU introduced five 

“convergence criteria” (Fig.3) that would have to be satisfy by any state before they could 

join the monetary union. These particular rules dealt with inflation, public debt, interest 

rates and exchange rates, and clarify that admission to monetary union would not be 

automatic, even when new countries, today, are willing to join the currency133. 
 

 

 

 

130 Freedom of movement for workers shall be secured within the Community by the end of the transitional 

period at the latest. ARTICLE 48 TEEC 
131 Removing the term “economic” would have given a more political consideration to the treaty. 
132 D. Chalmers, Davies D., G. Monti, European Union Law: Text and Materials (3rd ed.). Cambridge 

University Press, Cambridge 2014, p27. See also L.Van Middelaar, L.Waters, The Passage to Europe: 
How a Continent Became a Union. Yale University Press, 2013 
133 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, p.110 
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Figure 3: Convergence Criteria 

 
Source: McDonald (1998) 

 

The Maastricht criteria are self-explanatory. In order to be effective rules, they reflect the 

priority to converge within an environment characterized by economic homogeneity, free 

of any disparities and disequilibria134. The attention given to these priorities, meeting 

the Maastricht criteria, regulating the internal market, particularly diverse economic and 

industrial conditions, show the need to provide room for discretion in their interpretation, 

especially for the last criterion concerning public debt. Put simply, very few of the 

candidate countries for the adoption of the euro met these parameters. The EU decided to 

widen the targets bands enough to let the majority of member states to satisfy the criteria. 

Except from Sweden, United Kingdom and Denmark which excluded themselves by 

negotiating an opt-out clause that allows them to remain outside the euro area, Greece 

was left because it did not satisfy the conditions.135 The 1997 Stability and Growth Pact 

set out fiscal rules designed to control and limit countries in the European Union from 

spending beyond their means. In the presence of these rules, member state’s budget deficit 

cannot exceed 3% of GDP and national debt cannot surpass 60% of GDP. After a decade 

of arrangements, the euro was launched on 1 January 1999, and currently it represents the 

official currency of 19 out of 27 EU member countries. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

134 P. Afxentiou, Convergence, the Maastricht Criteria, and Their Benefits. The Brown Journal of World 

Affairs, 2000, p.248. 
135 F. McDonald, S. Dearden, European Economic Integration, Addison-Wesley Longman Ltd, 1998, pp. 

113-114. See also C. Schmidt, The transition to European Monetary Union. In Real Convergence in the 

European Union: An Empirical Analysis, 1997, pp.15-52. AG. P. Afxentiou, Convergence, the Maastricht 

Criteria, and Their Benefits. The Brown Journal of World Affairs, 2000, pp.245-254. R. Godby, S. 

Anderson, European Integration: The Road to the EU and the Euro. In Greek Tragedy, European Odyssey: 

The Politics and Economics of the Eurozone Crisis, 2016, pp. 25-44. Opladen; Berlin; Toronto: Verlag B. 

Barbara, C. Schmidt, C. Conclusions and policy implications. In Real Convergence in the European Union: 

An Empirical Analysis, 1997, pp.145-152. 

 

1. Successful candidates must have inflation rates no more than 1.5 per cent above the 

average of the three EU countries with the lowest inflation rates. 

2. Long-term interest rates should be no more than 2 per cent above the average of the 
three countries with the lowest rates. 

3. National currencies must not have been devaluated and must have remained within 

the normal (15 per cent) bands of the EMS for the previous two years. 

4. National budget deficit must be less than 3 per cent of GDP. 

5. The national debt must be less than 60 per cent of GDP. 

https://context.reverso.net/traduzione/inglese-italiano/Maastricht%2Bcriteria
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2.8 Quantifying European Economic integration 

 
Economic historians have quantified the extent of integration by assigning “scores” to the 

level of integration recorded for each of the Balassa five stages136. In this chapter has been 

considered the gradual process that, starting from the signature in 1957 of the Treaty of 

Rome, led to the accomplishment of a total economic integration in 1999 with nation 

currencies convening to the euro. In this respect it showed how economic integration 

constituted the principal focus, in the specific form of the establishment of a common 

internal market, characterized by the four freedom, which the six founding members of 

the European Economic Community had already accomplished by 1968. Furthermore, in 

seeking explanations of these development it looked briefly to the gradual build-up of the 

European Internal Market. During these years, some degree of coordination of, for 

instance, monetary and exchange rate policies was also introduced alongside with the 

expansion of the powers of the European Institutions in a number of policy areas as the 

laws and decision-making processes. Ultimately, a full-filled Economic and Monetary 

union marked the end of a phase lasting for almost half a century and became the main 

issue driving forward repeated and amended reforms of the Treaties. 137 

Figure 4: Index of European Economic Integration 
 
 

Source: Mongelli et al. (2007) 

 
Figure 4 clearly shows the main phases of the gradual integration process of the six 

founders of the then called EEC from 1957 until 2001. The figure also shows that it is 

possible to see the considerable progress and distinguish them into three sub-periods. The 

first period, characterised by faster integration, can be identified between the signature of 

the Treaty of Rome in March 1957 and the completion of the customs union in July 1968. 
 

136 For the methodology in the construction of the European Index of Regional Institutional Integration see 

E. Dorrucci, S. Firpo, M. Fratzscher, F.P. Mongelli, European Integration: What Lessons for Other 

Regions? The Case of Latin America”, ECB Working Paper No. 185, October. 2002, pp. 8-9. 
137 F.P Mongelli, E.Dorrucci, I. Agur, What does the European institutional integration tell us about trade 

integration? Integration and Trade (IADB), 11 (26), 2007 
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By that time more than half of the total integration process had been already achieved. 

The second period proceeds from 1970s and to the mid-1980s and is characterised by the 

so-called “Euroscepticism” with the significant exception of the EMS start in March 

1979. Finally, with the start of the EMU, the graph observes a considerable acceleration 

in the process that shows how the course has always been incremental in nature 
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Chapter 3 - The European Customs Union 

In the former pages, it has been amply discussed on the economic integration process, 

and the Customs Union constitutes one of the first successful achievement of it. It came 

into effect on the 1 July 1968 after a number of negotiations, as the Customs Union of the 

European Economic Community (EEC). The role of the CU has evolved significantly 

since 1968. It represents an essential pillar of the free movements of goods, due to the 

wide variety of tasks the Customs still perform, and in 2018 the EU Customs Union 

celebrated 50 years of operation. Therefore, this chapter covers two topics: a brief 

introduction on the EU legislative measures precedes a description of the Customs legal 

foundations which, over the years, have been laid down in numerous Directives and 

Regulations, eventually leading to the creation of a Customs Code. 

 

3.1 The Customs territory of the Community138 

 
Any European State may apply to become a member of the Community. It shall 

address its application to the Council, which shall act unanimously after obtaining 

the opinion of the Commission. The conditions of admission and the adjustments 

to this Treaty necessitated thereby shall be the subject of an agreement between 

the Member States and the applicant State. This agreement shall be submitted for 

ratification by all the Contracting States in accordance with their respective 

constitutional requirements. 

Article 237 TEEC 

Considering to Article 237 of the Treaty establishing the European Economic Community 

and Article 205 of the Treaty establishing the European Atomic Energy Community any 

European States holds the opportunity of becoming members of these Communities. Ever 

since its creation, the Customs Union has been expanded both quantitatively – from 6 to 

28 members – and economically. According to Regulation (EEC) No 1496/68 of the 

Council of 27 September 1968 on the definition of the customs territory of the 

Community139, the customs territory of the Community consists of 

- the territory of the Kingdom of Belgium 

- the German territories to which the Treaty establishing the European Economic 

Community applies except the Island of Heligoland and the territory of Biisingen 

(Treaty of 23 November 1964 between the Federal Republic of Germany and the 

Swiss Confederation). 

- the territory of the French Republic, except the overseas territories. 
 

 

138 Among the first scholars who investigate scholars there is a divergence of opinion concerning the relation 

between the size of the union on world efficiency. Jacob Viner, J.E. Meade and Jan Tinbergen have common 

opinion as the larger the area of customs, the greater will be the positive production effects. Others, as G.A 

Duncan, R. G. Hawtrey and Wilhelm Ropke argue the opposite. These views implicitly assumed that 

extending the area in which goods can freely circulate does not introduce countries with an economic 

structure greatly different from that of countries participating in the union. Cfr B. Balassa, The Theory of 

Economic Integration, Allen and Unwin, London 1961, p.35. ; J. E. Meade, The Theory of Customs Unions, 

Amsterdam, North-Holland Publishing Co, 1955, p.109; J.Tinbergen, International Economic Integration. 

Books (Jan Tinbergen). Elsevier, London, 1954, pp.152-64; G.A. Duncan, The Small State and 

International Economic Equilibrium, Economia Internazionale, 1950, pp. 933-43; G.R., Hawtrey, 

Economic Destiny, Longmans, Green & Co, London, 1944, pp 135-36; W. Röpke,, Gemeinsamer Markt 

und Freihandelszone: Ordo, Jahrbuch für die Ordnung der Wirtschaft Vol. X, 1958, p.53. 
139 Regulation (EEC) No 1496/68 of the Council of 27 September 1968 on the definition of the customs 

territory of the Community OJ No L 238 , 28 . 9 . 1968 , P· 1 
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- the territory of the Italian Republic, excepting the communes Livigno and 

Campione d'ltalia communes and the national waters of Lake Lugano which are 

between the bank and the political frontier of the area between Ponte Tresa and 

Porto Ceresio 

- the territory of the Grand Duchy of Luxembourg; 

- the territory of the Kingdom of the Netherlands in Europe. 

Article 1 (EEC) No 1496/68 

The definition of the common customs territory is designed to establish the geographical 

space in which all Community customs rules must be applied uniformly. The Community 

welcomed several requests of membership through the years that became official Treaties 

of Accession, the following section is therefore addressed to provide, through the legal 

documents, how the Customs Union have expanded, each time replacing Article 1 of 

Council Regulation (EEC) No 1496/68 on the definition of the customs territory of the 

Community. 

In 1972, the Six signed the Treaty concerning the accession of the Kingdom of Denmark, 

Ireland, the Kingdom of Norway and the United Kingdom of Great Britain and Northern 

Ireland to the European Economic Community and to the European Atomic Energy 

Community. Looking at the very first lines of the Act of accession, it should be noted 

that, Member states emphasized how the decision to extend the territory is strictly related 

to spirit to construct an ever closer union among the peoples of Europe on the foundations 

already laid, enshrined in the founding Treaties140. 

The Kingdom of Denmark, Ireland, the Kingdom of Norway and the United 

Kingdom of Great Britain and Northern Ireland hereby become members of the 

European Economic Community and of the European Atomic Energy Community 

and Parties to the Treaties establishing these Communities as amended or 

supplemented. 

Article1(1) 

By Council Decision of 24 May 1979 on the admission of the Hellenic Republic to the 

European Economic Community and to the European Atomic Energy Community, 

Member States declared themselves in favour of the admission of Greece.141 Soon after 

the Hellenic application, on 23 July 1984, the Community clarified some provisions 

regarding the field of application of the customs union as the territorial seas and the 

airspace, adopted by the Member States, in a new Regulation142, and therefore repealed 

Regulation (EEC) No 1496/68. This Regulation, in particular the second indent of Article 

1 ( 1 ) of Regulation (EEC) No 2151 /84 , was in turn replaced by the following: the 

territory of the Kingdom of Denmark, except for the Faroe Islands and Greenland – thus 

excluding Greenland from the Customs territory143. Later in the year, the Kingdom of 

Spain and the Portuguese Republic become members of the European Economic 

Community and of the European Atomic Energy Community.144 In April 1994 the 

Commission of the European Communities, delivers a favourable opinion that 

membership be offered to Austria, Finland, Norway and Sweden. However, the 
 

 
140 Treaty of Accession of Denmark, Ireland, and the United Kingdom (1972) OJ L 73, 27.3.1972 
141 Treaty of Accession of Greece (1979) OJ L 291, 19.11.1979 
142 Council Regulation (EEC) No 2151/84 of 23 July 1984 on the customs territory of the Community OJ 

L 197, 27.7.1984, p. 1–3 
143 Council Regulation (EEC) No 319/85 of 6 February 1985 amending Regulation (EEC) No 2151/84 on 
the customs territory of the Community OJ L 34, 7.2.1985, p. 32–32 
144 Treaty of Accession of Spain and Portugal (1985)OJ L 302, 15.11.1985 
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Norwegians voted against membership, and the three Member States acceded to the EU 

on 1 January 1995145. 

The shape of membership in the European Union in Central and Eastern Europe at the 

end of the 1980s, was challenged. By the early 1990s, many of these new former 

communist states saw the Union membership as the anchor to recover the image of their 

countries. In fact, ten of these had applied for membership, therefore the eastern 

enlargement would have doubled the size of the Union, but also would have create a 

financial burden on current members, as the applicants were poorer than the Western 

European states146. In 1993 the Czech Republic, the Republic of Estonia, the Republic of 

Cyprus, the Republic of Latvia, the Republic of Lithuania, the Republic of Hungary, the 

Republic of Malta, the Republic of Poland, the Republic of Slovenia and the Slovak 

Republic have applied to become members of the European Union. Nevertheless, the 

European Council meeting in Copenhagen in December 1993 agreed that the states of 

Central and Eastern Europe would have become members once able to satisfy the 

political, economic and acquis criteria for membership. The so called “Copenhagen 

criteria”, which continued to be applied today, required applicant States to: 

- to ensure the stability of institutions guaranteeing democracy, the rule of 

law, human rights and the respect for and protection of minorities; these 

requirements are enshrined as constitutional principles in the Treaty on 

European Union and have been emphasised in the Charter of 

Fundamental Rights of the European Union. 

-  the existence of a functioning market economy as well as the capacity to 

cope with competitive pressure and market forces within the Union. 

- The acquis criterion147 refers to the ability to take on the obligations of 

membership arising from the Union's legislation, the acquis 

communautaire, including adherence to the aims of political, economic 

and monetary union.148 

In 2002, The Commission, in its Strategy Paper and Report on the progress towards 

accession by each of the candidate countries assessed how far the applicant states met the 

criteria agreed in Copenhagen. On the basis of that report, considered that the Czech 

Republic, Estonia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Slovenia and 

Slovakia fulfilled the criteria. All these states, other than Bulgaria and Romania, became 

European Members by 1 May 2004.149 The latter two joined the EU on 1 January 2007, 

after meeting the criteria, therefore bringing the size of the Union to twenty-seven 

Member States150. The final stage to join was Croatia, which after a long period of 
 
 

145 Treaty of Accession of Austria, Finland and Sweden (1994)OJ C 241, 29.8.1994 
146 D. Chalmers, Davies D., G. Monti, European Union Law: Text and Materials (3rd ed.). Cambridge 

University Press, Cambridge 2014, p.3. 
147 The EU's 'acquis' is the body of common rights and obligations that are binding on all EU countries, as 

EU Members. It is constantly evolving and comprises: the content, principles and political objectives of the 

Treaties; legislation adopted in application of the treaties and the case law of the Court of Justice of the EU; 

declarations and resolutions adopted by the EU; measures relating to the common foreign and security 

policy; measures relating to justice and home affairs; international agreements concluded by the EU and 

those concluded by the EU countries between themselves in the field of the EU's activities. https://eur- 

lex.europa.eu/summary/glossary 
148 Commission Opinion of 19 February 2003 on the applications for accession to the European Union by 

the Czech Republic, the Republic of Estonia, the Republic of Cyprus, the Republic of Latvia, the Republic 

of Lithuania, the Republic of Hungary, the Republic of Malta, the Republic of Poland, the Republic of 

Slovenia and the Slovak Republic. OJ L 236, 23.9.2003, p. 3–4 
149 Treaty of Accession of the Czech Republic, Estonia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, 
Slovenia and Slovakia (2003) OJ L 236, 23.9.2003 
150 Treaty of Accession of the Republic of Bulgaria and Romania (2005) OJ L 157, 21.6.2005 

https://eur-lex.europa.eu/summary/glossary
https://eur-lex.europa.eu/summary/glossary
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negotiations starting at the end of 2005, saw its Accession treaty officially signed in 

December 2011 and fully assume membership obligations upon accession on 1 July 

2013151. 

Becoming member of the European Union is a complex procedure. Over time, more and 

more countries decided to join the EU. Therefore, meeting the Copenhagen criteria is not 

enough. A country wishing to join the EU, before negotiations to be opened, must 

submitted the membership application and wait for the Commission’s positive opinion. 

Currently, five states are in open negotiations: Albania, Montenegro, North Macedonia, 

Serbia and Turkey152. 

At the moment of Regulation (EEC) No 1496/68 Of the Council of 27 September 1968 

on the definition of the customs territory of the Community, the Customs Union had six 

members. Today it has 28. 
 

The customs territory of the Union shall comprise the following territories, 

including their territorial waters, internal waters and airspace: 

 

— the territory of the Kingdom of Belgium, 

— the territory of the Republic of Bulgaria, 

— the territory of the Czech Republic, 

— the territory of the Kingdom of Denmark, except the Faroe Islands and 

Greenland, 

— the territory of the Federal Republic of Germany, except the Island of 

Heligoland and the territory of Büsingen (Treaty of 23 November 1964 between 

the Federal Republic of Germany and the Swiss Confederation), 
— the territory of the Republic of Estonia, 

— the territory of Ireland, 

— the territory of the Hellenic Republic, 

— the territory of the Kingdom of Spain, except Ceuta and Melilla, 

— the territory of the French Republic, except the French overseas countries and 

territories to which the provisions of Part Four of the TFEU apply, 
— the territory of the Republic of Croatia, 

— the territory of the Italian Republic, except the municipalities of Livigno and 

Campione d'Italia and the national waters of Lake Lugano which are between the 

bank and the political frontier of the area between Ponte Tresa and Porto Ceresio, 

— the territory of the Republic of Cyprus, in accordance with the provisions of 

the 2003 Act of Accession, 
— the territory of the Republic of Latvia, 

— the territory of the Republic of Lithuania, 

— the territory of the Grand Duchy of Luxembourg, 

— the territory of Hungary, 

— the territory of Malta, 

— the territory of the Kingdom of the Netherlands in Europe, 

— the territory of the Republic of Austria, 

— the territory of the Republic of Poland, 

— the territory of the Portuguese Republic, 

— the territory of Romania, 

— the territory of the Republic of Slovenia, 

— the territory of the Slovak Republic, 

— the territory of the Republic of Finland, 
 

151 Treaty of Accession of Croatia (2012) OJ L 112, 24.4.2012 
152 https://europa.eu/european-union/about-eu/countries_en 
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— the territory of the Kingdom of Sweden, and 

— the territory of the United Kingdom of Great Britain and Northern Ireland and 
of the Channel Islands and the Isle of Man 

 

Article 4 UCC 153
 

3.1.2 The case of Turkey, Andorra and San Marino 

Nowadays the European Union is part of three customs unions with Turkey, Andorra and 

San Marino respectively154. Relations between Turkey and the European Union date back 

to 1959, when Turkey was one of the first country to apply for a membership of the then 

European Economic Community. This application led Turkey to sign the Association 

Agreement in 1963, which entered into force in 1964. At the time of the Agreement, 

known as the Ankara Agreement, represented the legal basis for Turkey’s accession to 

the EEC and led to Turkey’s membership to the Customs Union. The purpose of the 

Association Agreement is stated in its Article 2 as 

The aim of this Agreement is to promote the continuous and balanced 

strengthening of trade and economic relations between the Parties, while taking 

full account of the need to ensure an accelerated development of the Turkish 

economy and to improve the level of employment and the living conditions of the 

Turkish people . 

In order to attain the objectives set out in paragraph 1, a customs union shall be 

progressively established in accordance with Article 3, 4 and 5 . 

Article 1 TOA 
a  

 
 

 

 
 

 

The EU-Turkey Association Agreement, therefore, aimed to promote a closer cooperation 

between the Parties and to establish a customs union. The treaty comprises three stages: 

preparatory stage, transitional stage and final stage. It was established through a decision 

of 22 December 1995 issued by the EC-Turkey Association Council, that the final phase 

was to achieve the EC-Turkey Customs Union155. Decision No 1/95 sets out measures for 

the elimination of customs duties and quantitative restrictions, approximation of customs 

law, mutual assistance in customs matters, and alignment of Turkey on Community 

common customs tariff. With the establishment of the Customs Union, Turkey abolished 

all duties on imports of industrial goods from the EU. Moreover, through the EU’s 

Common External Tariff, Turkey has been able to harmonize its tariffs and equivalent 

charges on the importation of industrial goods from third countries. Eventually, the final 

phase was realized on 1 July 1996 and Turkey become the first state to join the Customs 

Union without being a member of the European Union. Accordingly, the flow of goods 

between Turkey and the member states are not part of restrictions, put simply, in the area 

of international trade, Turkey acts as a real member state. This aspect underlines the 

importance of the Customs Union as a key factor regarding economic integration within 

the EU. If Turkey considered the membership of the CU as cornerstone of the membership 
 

153 Regulation (EU) No 952/2013 of the European Parliament and of the Council. OJ L 269/1 10.10.2013 

of 9 October 2013 laying down the Union Customs Code 
154 The Customs Union with Andorra has been in force since 1990. Council Decision of 26 November 1990 

on the conclusion of the agreement in the form of an exchange of letters between the European economic 

community and the principality of Andorra 90/680/EEC: OJ L 374, 31.12.1990, p. 13–13. EU-San Marino 

agreement on cooperation and customs union (2002) has been in force since 1991. Agreement on 

Cooperation and Customs Union between the European Economic Community and the Republic of San 

Marino – Declarations OJ L 084 , 28/03/2002 P. 0043 - 0052 
155 Decision No 1/95 of the EC-Turkey Association Council of 22 December 1995 on implementing the 

final phase of the Customs Union OJ L 035 , 13/02/1996 
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in the EU, Customs Union has been criticized by politicians and economists. The 

widespread of geographical, historical, and religious convictions regarding Turkey not 

belonging to European can be found in the statements of right-wing French and German 

politicians in recent times. This type of exclusionism of Turkey, on the basis of its cultural 

incompatibility with Europe, can be found in the words of two politicians. Turkey is not 

in European […] neither by its history, nor by its geography, nor by its culture said 

Philippe De Villiers, currently head of the MPF (Movement for France)156. In similar 

terms, Michael Glos, Chairman of the Christian Social Union Caucus in the German 

Bundestag in 2001, in an article entitled Is Turkey Ready for Europe claimed that 

fulfilling the political and economic Copenhagen criteria were not enough to judge a 

country’s Europeaness. In his view, a country must also comply with the cultural criteria 

of EU membership: In accepting new candidates we must expect them not only to meet 

the criteria laid down in Copenhagen, but also to integrate easily into the European 

cultural context. [...] precisely this capability is in doubt in the case of Turkey, a country 

which belongs to a different political and cultural sphere.157 In similar vein, another well- 

known cultural exclusionism vis-à-vis Turkey was that of Valery Giscard d’Estaing, 

former French President and Chair of the Convention on the Future of Europe. In the 

French newspaper Le Monde in November 2002, just before the Copenhagen summit of 

the European Council, that was expected to take a decision regarding the opening of the 

negotiations with Turkey, in this regard said that admitting Turkey would be the end of 

the European Union, because Turkey has a different culture, a different approach, a 

different way of life [...] Its capital is not in Europe, 95 percent of its population live 

outside Europe, it is not a European country158; and, before he took office, French 

President, Nicolas Sarkozy, during the 2007 election campaign, stated unequivocally that 

Turkey is not a European country, and as such she does not have a place inside the 

European Union. A Europe without borders would be the death of the great idea of 

political Europe. A Europe without borders is to condemn her to become a subregion of 

the United Nations. I simply do not accept it159. These arguments from the member states 

of the European Union about Turkey’s membership brought into a number of questions 

about the limits and nature of the EU: Where are the limits of EU’s geographical borders? 

Are identity, culture, and religion fundamental factors in the enlargement process and 

should they be? If they do, what is the European identity against which prospective 

members are to be judged? And is this identity a fixed one to which others must judge or 

does the EU adapt itself to its new members?160 
 

 

 

 

 

 

 

 

 

 

 

 

 
 

156 Villiers P. De, ‘La Turquie dans l’Europe? Dix raisons de dire non!’, 13 October 2006. 
157 Glos M., ‘Is Turkey ready for Europe?’, Internationale Politik (Transatlantic Edition), 2(1), Spring 
158 Richburg K. B., ‘Giscard declares Turkey too “different” to join EU’, Washington Post Foreign Service, 

November 2002 
159 Sarkozy N., ‘Je veux que l’Europe change’, Official Web Site of the UMP, 21 February 2007 
160 P. Parker, Cosmopolitan Europe and the EU-Turkey Question: The Politics of a Common Destiny, 
Journal of European Public Policy, 16, 2009, pp.85-101 Cfr. I. Bache, S. Bulmer, S. George, O. Parker, 

Politics in the European Union, 4th edition, Oxford University Press, 2015, p.532. 
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Table 2: The 27 member countries of the EU by year of entry 

Year of entry Countries 
Official 

Journal 

01/01/1958 Belgium  

 France  

 Germany  

 Italy  

 Luxembourg  

 Netherlands  

01/01/1973 Denmark 
OJ L 73, 

27.3.1972 
 Ireland  

 United Kingdom (left on 31 January 2020)161  

01/01/1981 Greece 
OJ L 291, 

19.11.1979 

01/01/1986 Portugal 
OJ L 302, 

15.11.1985 
 Spain  

01/01/1995 Austria 
OJ C 241, 
29.8.1994 

 Finland  

 Sweden  

01/05/2004 Cyprus 
OJ L 236, 
23.9.2003 

 Czechia  

 Estonia  

 Hungary  

 Latvia  

 Lithuania  

 Malta  

 Poland  

 Slovakia  

 Slovenia  

01/01/2007 Bulgaria 
OJ L 157, 
21.6.2005 

 Romania  

01/07/2013 Croatia 
OJ L 112, 
24.4.2012 

Source: official website of the European Union 

 

161 Council Decision (EU) 2020/135 of 30 January 2020 on the conclusion of the Agreement on the 
withdrawal of the United Kingdom of Great Britain and Northern Ireland from the European Union and the 

European Atomic Energy Community OJ L 29, 31.1.2020, p. 1–6 
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3.2 EU Customs Law 

 

The EU Law is currently divided into primary and secondary legislation. The treaties are 

the starting point for the Law and represent the primary legislations. This means that 

Treaties, negotiated and approved democratically by EU member states, are at the base 

of the EU actions. Thus, Regulations, Directives, Decisions, Recommendations and 

Opinions are part of the secondary legislation, and are derived from the principles set out 

in the treaties162. 

 

All legislative Acts of the Union are published in the Official Journal of the European 

Union, and enter into force on the date specified in them or, in the absence thereof, on the 

twentieth day following that of their publication163. The central provision setting out the 

types of legal instruments in EU Law is Article 288 TFEU. 

 

To exercise the Union's competences, the institutions shall adopt regulations, 

directives, decisions, recommendations, and opinions. A regulation shall have 

general application. It shall be binding in its entirety and directly applicable in 

all Member States. 

A directive shall be binding, as to the result to be achieved, upon each Member 

State to which it is addressed, but shall leave to the national authorities the choice 

of form and methods. A decision shall be binding in its entirety. A decision which 

specifies those to whom it is addressed shall be binding only on them. 

Recommendations and opinions shall have no binding force. 

Article 288 TFEU (ex-Article 249 TEC) 

The legislative instruments laid down in Article 288 TFEU have different traits. 

Regulations are the most centralising legal aspects that apply uniformly to all the EU 

countries. From their entrance into force they are automatically part of the domestic legal 

system of each Member States. Directives are binding and require EU countries to achieve 

a certain result, but they are free to choose the form and the methods to do so. Decisions 

are binding in their entirety upon those to whom they are addressed. Recommendations 

and Opinions are used by the EU institutions to recommend the right way to follow and 

to allow them to make a statement, without imposing any legal obligation, as the two have 

no binding force. A 2004 study found Regulations to be the most dominating type of 

acts, for 31 per cent, followed by Decisions accounting for 27 per cent of all legislations, 

by the then Article 249 TEC. Taken together, these two legal instruments represents 

almost three-fifths of the Union's legal acts164. Currently these proportions have remained 

more or less the same165. 

 

In 1961 Balassa described the Customs Union as  one of  the forms that economic 
integration can attained. It involves the equalisation of tariffs in trade with countries 

 

 

162 Access to the European Union Law https://eur-lex.europa.eu/homepage.html?locale=en 
163 Article 297 (1) Consolidated Versions of the Treaty on European Union and the Treaty on the 

Functioning of the European Union, 2010 O.J. (C83), 2012 O.J. (C326) (TFEU Treaty) 
164 A. Bogdandy, F. Arndt, J. Bast, Legal Instruments in European Union Law and Their Reform: A 

Systematic Approach on an Empirical Basis, Yearbook of European Law, Volume 23, Issue 1, 2004 pp.91- 

136 
165 D. Chalmers, Davies D., G. Monti, European Union Law: Text and Materials (3rd ed.). Cambridge 

University Press, Cambridge 2014, pp. 113. 

https://eur-lex.europa.eu/homepage.html?locale=en
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which do not form part of the union166. Put simply, in this area goods can freely move 

through the whole Customs territory. More generally, a definition of the Customs Union 

is contained on the General Agreement on Tariff and Trade (GATT), signed in Geneva 

on the 1947, now renamed World Trade Organisation (WTO), after its signature in 

Marrakesh in 1994. In this respect, even before the establishment of the European 

Economic Community, Article XXIV paragraph 8 of the General Agreement on Tariffs 

and Trade provides the following definition: 

 

A customs union shall be understood to mean the substitution of a single customs 

territory for two or more customs territories, so that (i) duties and other restrictive 

regulations of commerce […] are eliminated with respect to substantially all the 

trade between the constituent territories of the union or at least with respect to 

substantially all the trade in products originating in such territories. (ii) and that 

[…] the same duties and other regulations of commerce are applied by each of 

the members of the union. 
 

Article XXIV GATT167 

 

Articles 9-29 TEEC Treaty (28-33 TFEU) form the very heart of the Community Customs 

Union. They provide for the abolishment of customs duties and of charges having 

equivalent effect within the Community and for the introduction of a Common Customs 

Tariff. In seeking to emphasize the central position of the Customs Union within the 

Community itself, Article 23 of the Treaty Establishing the European Community (TEC) 
168 pointed out that: 

 

The Community shall be based upon a customs union which shall cover all trade 

in goods and which shall involve the prohibition between Member States of 

customs duties on imports and exports and of all charges having equivalent effect, 

and the adoption of a common customs tariff in their relations with third countries. 

 

Article 23 TEC 

 

Instead, the amended version of Article 28 TFEU (ex-Article 23 TEC) defines its role as 

follow: 

 

The Union shall comprise a customs union which shall cover all trade in goods 

and which shall involve the prohibition between Member States of customs duties 

on imports and exports and of all charges having equivalent effect, and the 

adoption of a common customs tariff in their relations with third countries. 

 

Article 28 TFEU (ex-Art. 23 TEC) 
 

 
166 B. Balassa, The Theory of Economic Integration, Allen and Unwin, London 1961, p.2. 
167 General Agreement on Tariff and Trade https://www.wto.org/english/docs_e/legal_e/gatt47.pdf. See 

also Loveday, Article XXIV of the GATT Rules, 11 ECONOMIA INTERNAZIONALE 1 (1 cit Balassa 47 
168 Treaty on the Functioning of the European Union. The TFEU was signed in Lisbon on 13 December 

2007 and entered into force on 1 December 2009. It involved amendments to all of the Articles of the Treaty 

establishing the European Community TEC, which was renamed in Treaty on the Functioning of the 

European Union. Both treaties have the same legal value. Art 1 (2) TFEU. D. Chalmers, Davies D., G. 

Monti, European Union Law: Text and Materials (3rd ed.). Cambridge University Press, Cambridge 2014, 

pp. 39-40. It also needs to be underlined that Article 3 TFEU states that the CU is an exclusive competence 

of the Union. Consolidated Versions of the Treaty on European Union and the Treaty on the Functioning 

of the European Union, 2010 O.J. (C83), 2012 O.J. (C326) (TFEU Treaty) 

https://www.wto.org/english/docs_e/legal_e/gatt47.pdf
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Both definitions consider the Customs Union as having two aspects in nature: external 

and internal169. The internal aspect is to be noted in the prohibitions of customs duties to 

intra-Community trade in goods which apply under the European Economic Community 

Treaty, Article 9(1). 

 

The Community shall be based upon a customs union which shall cover all trade 

in goods and which shall involve the prohibition between Member States of 

customs duties on imports and exports and of all charges having equivalent effect, 

and the adoption of a common customs tariff in their relations with third countries. 

 

Article 9 (1) TEEC 

 
 

Products coming from a third country shall be considered to be in free circulation 

in a Member State if the import formalities have been complied with and any 

customs duties or charges having equivalent effect which are payable have been 

levied in that Member State, and if they have not benefited from a total or partial 

drawback of such duties or charges. 

 

Article 29 (ex-Art 24 TEC) 

 

Customs duties on imports and exports and charges having equivalent effect shall 

be prohibited between Member States. This prohibition shall also apply to customs 

duties of a fiscal nature. 

 

Article30 TFEU (ex-Art. 25 TEC) 

 

As has been noted before, EEC Members agreed to a progressive elimination, in 

accordance with a specific timetable by 1968, of fiscal barriers as tariffs or any system of 

discriminatory taxation concerning fiscal obstacles to trade under the provision of Article 

30 TFUE (ex-Article 25 TEC) 170. Eventually, the process turned up to be faster than 

expected and the customs union was completed a year and a half ahead of schedule171. 

However, this not to say that new customs duties would have been imposed, therefore 

they were prohibited, both within the Community and the countries that would have 

become members by successive enlargements from the moment of their application, by 

the clause in Article 110 TFEU(ex-Article 90 TEC): 

 

No Member State shall impose, directly or indirectly, on the products of other 

Member States any internal taxation of any kind in excess of that imposed directly 

or indirectly on similar domestic products. 

Article 110 TFEU 

 

While the free movement of goods within the European Union is the internal aspect of 

the customs union, the imposition of a Common Customs Tariff (CCT) vis-à-vis third 

countries, is the external aspect. In practice, the measures envisaged should be based 

solely on application of the common customs tariff, referred to Article 31 TFEU (ex- 

Article 26 TEC): 
 

169 J.Shaw, European Community Law. Macmillan Professional Masters. Palgrave, London, 1993, pp. 

238-272. 
170 Ex Article 13 TEEC 
171 T. Hitris, European Union Economics, 4th edition, Prentice Hall, 1998, p.221. 
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Common Customs Tariff duties shall be fixed by the Council on a proposal from 
the Commission. 

Article 31 TFEU 

 
The Consolidated version of the Treaty establishing the European Community remarked, 

in 2002, Customs cooperation in “Title X: Customs Cooperation” of the treaty. Aiming 

at ensuring uniformity in Customs matters, Article 135 of the treaty authorised the 

Council, on behalf of the Commission's proposal, to take measures to strengthen Customs 

cooperation between member states. 

 

Within the scope of application of this Treaty, the Council, acting in accordance 

with the procedure referred to in Article 251, shall take measures in order to 

strengthen customs cooperation between Member States and between the latter 

and the Commission. These measures shall not concern the application of national 

criminal law or the national administration of justice. 

 

Article 135 TEC 

 

The external trade policy of the European Union is known as the Common Commercial 

Policy (CCP) and has its roots in the end of the transitional period in 1968, from the CU’s 

earliest days. Article 3 of the EEC Treaty states that among the objectives of the 

Community, is to coordinate trade relations, under a common customs tariff and common 

commercial policy, towards third countries. In fact, Chapter 3 of the EEC Treaty 

delineates the role and the aim of the Common Commercial Policy (Artt. 110-116 TEEC) 

particularly with regard to keep appropriate economic ties with extra-EU states and 

international organisations as well as managing trade agreements (Artt. 228, 229, 238 

TEEC), based on a Common External Tariff (CET) and to guarantee the application of 

the uniformity principles (Art. 133 TEC). 

 

Where this Treaty provides for the conclusion of agreements between the 

Community and one or more States or an international organisation, such 

agreements shall be negotiated by the Commission. Subject to the powers vested 

in the Commission in this field, such agreements shall be concluded by the 

Council, after consulting the Assembly [European Parliament] where required by 

this Treaty. The Council, the Commission or a Member State may obtain 

beforehand the opinion of the Court of Justice as to whether an agreement 

envisaged is compatible with the provisions of this Treaty. Where the opinion of 

the Court of Justice is adverse, the agreement may enter into force only in 

accordance with Article 236. 2. Agreements concluded under these conditions 

shall be binding on the institutions of the Community and on Member States 

 

Article 228 TEEC 

 

It shall be for the Commission to ensure the maintenance of all appropriate 

relations with the organs of the United Nations, of its specialised agencies and of 

the General Agreement on Tariffs and Trade. The Commission shall also maintain 

such relations as are appropriate with all international organisations. 

 

Article 229 TEEC 
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The Community may conclude with a third State, a union of States or an 

international organisation agreements establishing an association involving 

reciprocal rights and obligations, common action and special procedures. These 

agreements shall be concluded by the Council, acting unanimously after 

consulting the Assembly [European Parliament]. Where such agreements call for 

amendments to this Treaty, these amendments shall first be adopted in accordance 

with the procedure laid down in Article 236. 

 

Article 238 TEEC 

 

These implications are exclusive competence of the now European Union (Art. 3 TFEU) 

and aim to mutually contribute to the harmonious development of a world trade free of 

restrictions on internal trade and customs barrier (Art. 110 TEEC). 

 

By establishing a customs union between themselves Member States aim to 

contribute, in the common interest, to the harmonious development of world trade, 

the progressive abolition of restrictions on international trade and the lowering 

of customs barriers. The common commercial policy shall take into account the 

favourable effect which the abolition of customs duties between Member States 

may have on the increase in the competitive strength of undertakings in those 

States. 

 

Article 110 TEEC 

 

It shall be for the Commission to ensure the maintenance of all appropriate 

relations with the organs of the United Nations, of its specialised agencies and of 

the General Agreement on Tariffs and Trade. The Commission shall also maintain 

such relations as are appropriate with all international organisations. 

 

Article 229 TEEC 

 
 

The common commercial policy shall be based on uniform principles, particularly 

in regard to changes in tariff rates, the conclusion of tariff and trade agreements, 

the achievement of uniformity in measures of liberalisation, export policy and 

measures to protect trade such as those to be taken in the event of dumping or 

subsidies. 

 

The Commission shall submit proposals to the Council for implementing the 

common commercial policy. 

 

Where agreements with one or more States or international organisations need to 

be negotiated, the Commission shall make recommendations to the Council, which 

shall authorise the Commission to open the necessary negotiations. The Council 

and the Commission shall be responsible for ensuring that the agreements 

negotiated are compatible with internal Community policies and rules. 

 

Article 133 TEC 

 

Article 110 TEEC links together the customs union, the CCP and the pursuit of free trade. 

Josephine Shaw noted that these Articles are phrased in terms of encouragement to 

action, rather than obligation. From Shaw’s point of view these requirements are not seen 
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as justiciable impositions by the Community to lower their customs barriers towards third 

countries, but as an open up to fresh opportunities for good faith negotiations on the 

directive to achieve free trade within organisations such as the GATT, where it is under 

the EU’s level that agreements are concluded rather than the Member States. The shared 

competences ensure that the existence of the customs union does not threaten the GATT 

system172. In the face of the expansion of international trade made common commercial 

policy into one of the Community's most important policies. Nonetheless, several 

enlargements, associations and trade agreements strengthened the Community's position 

as a pole of attraction influencing trade negotiations.173 

 
3.2.1 Common Customs Tariff (CCT) 

 

Article 31 TFEU (ex-Article 26 TEC) implies the exitance of the Common Customs Tariff 

as it is known today. However, it should not be forgotten that the introduction of a CCT 

took time before negotiations could be launched. By Council Decision 66/532/EEC of 

July 26, 1966, customs duties had been completely abolished as from 1 July 1968174. 

Customs provisions were spread across a number of Community Regulations and 

Directives as well as the legislative measures of Member States. Therefore, the entry into 

force of the common customs tariff established in accordance with Articles 18 et seq of 

the Treaty establishing the European Economic Community has been affected by means 

of various legal provisions of the Community. 

 

The Member States declare their readiness to contribute to the development of 

international trade and the lowering of barriers to trade by entering into 

agreements designed, on a basis of reciprocity and mutual advantage, to reduce 

customs duties below the general level of which they could avail themselves as a 

result of the establishment of a customs union between them 

 

Article 18 TEEC 

 

Since the Common Customs Tariff comprises almost exclusively ad valorem duties, and 

the value for customs purposes must be determined in a uniform manner, given a customs 

union composed of countries of different economic sizes and tendencies to import, each 

with tariffs on different combinations of items and, there thus arose the need to ensure 

equal uniform application of the Common Customs Tariff. This equalisation process has 

been challenged by the Convention on the Valuation of Goods for Customs Purposes, 

which was signed at Brussels on 15 December 1950, in whose Member States are 

Contracting Parties175. Likewise, the Brussels Definition of Value (BVD) and the 

Interpretative Notes are annexed to the principles of valuation set out in the General 

Agreement on Tariffs and Trade (GATT)176. Under Article II of the Convention on the 

 
172 J. Shaw, European Community Law. Macmillan Professional Masters. Palgrave, London. 1993, 

p238 
173 https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=LEGISSUM:a20000&from=IT 
174 Council Decision 66/532/EEC of July 26, 1966 abolishing customs duties and prohibiting quantitative 

restrictions as between Member States and applying the duties of the common customs tariff to products 

not mentioned in Annex II to the Treaty, OJ No 165 , 21.9.1966, p. 2971/66. 
175 The Convention was signed by the Benelux countries, France, Germany, Greece, Ireland, Italy, Portugal, 

Turkey and United Kingdom. U. Calderoni, Valore in dogana delle merci. Nozioni e tecnica del suo 

accertamento, Cedam, Padova, 1955, p.54. Cfr. P. Bellante, Il sistema doganale. Evoluzione-Istituti- 

Adempimenti, Giappichelli, 2020, p.665. 

 

176 General Agreement on Tariff and Trade (GATT) methods of valuation for customs purposes. For the 
The Brussels definition of value see H. De Pagter, R. Van Raan, The valuation of goods for customs 

purposes. Springer, Dordrecht, 1981, p.49. 
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Valuation of Goods for Customs Purposes each Contracting Party are obliged to introduce 

that Definition into its domestic law, whereas, however, if necessary, under Article IV, 

each Contracting Party may adapt the text of the Definition by inserting or adding new 

provisions therein of the Interpretative Notes to render it operative in its domestic law. 

 

Subject to the provisions of Article IV, each Contracting Party shall introduce into 

its domestic law and apply, as from the date on which the present Convention 

comes into force in respect of it, the Definition of Value (hereinafter referred to 

as the "Definition") set out in Annex I of the Convention. 

Article II 

 

Each Contracting Party may adapt the text of the Definition 

a) by inserting therein such provisions of the Notes as it may consider necessary, 

b) by giving the text such legal form as may be essential to render it operative in 

its domestic law, if necessary, by adding complementary provisions clarifying the 

purport of the Definition. 

 

Article IV 

 

Whereas, because of the differences in the provisions which Member States have laid 

down by law, regulation and administrative action on the basis of the Definition and the 

Interpretative Notes – cannot ensured - the required uniform application of the Common 

Customs Tariff, the Council of the European Communities has adopted Regulation (EEC) 

No 803/68 of the Council of 27 June 1968 on the valuation of goods for customs 

purposes177. This Regulation too shall be applicable from 1 July 1968, as of the entry into 

force of Regulation (EEC) No 802/68 of the Council of 27 June 1968 on the common 

definition of the concept of the origin of goods178. The application of the Common 

Customs Tariff, of any other provisions applicable to trade, must be up to Member States 

as well as to determine or verify the origin of imported goods. Regulation 802/68 is 

particularly relevant because it convenes to the commercial policy with regard to third 

countries and to the free movement of goods within the Community, and above all to the 

uniform application of the Common Customs Tariff. In this regard, the institutions of the 

Community did not own any power to adopt binding provisions with regard to common 

definition of the concept of the origin of goods, therefore the provisions of Regulation No 

802/68 on the common definition of the concept of the origin of goods are based on 

Article 235 TEEC. 

 

If action by the Community should prove necessary to attain, in the course of the 

operation of the common market, one of the objectives of the Community and this 

Treaty has not provided the necessary powers, the Council shall, acting 

unanimously on a proposal from the Commission and after consulting the 

Assembly [European Parliament], take the appropriate measures. 

 

Article 235 TEEC 
 

 

 

 
 

177 Regulation (EEC) No 803/68 of the Council of 27 June 1968 on the valuation of goods for customs 

purposes. 
178 Regulation (EEC) No 802/68 of the Council of 27 June 1968 on the common definition of the concept 
of the origin of goods 
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Moreover, in order to guarantee the uniform adoption of the provisions set out by 

Regulation EEC No 802/68, a committee in charge of providing for a closer cooperation 

between the Commission and the Member States, is set up. 

 
 

This Regulation defines the concept of the origin of goods for purposes of 

( a) the uniform application of the Common Customs Tariff, of quantitative 

restrictions, and of all other measures adopted, in relation to the importation of 

goods, by the Community or by Member States; (b) the uniform application of all 

measures adopted, in relation to the exportation of goods, by the Community or 

by Member States; ( c) the preparation and issue of certificates of origin 

 

Article 1 Regulation EEC No 802/68 

 

The provisions of this Regulation shall not affect the special rules concerning 

trade between the Community or Member States, on the one hand, and the 

countries to which the Community or Member States are bound by agreements 

which derogate from the most-favoured-nation clause, on the other, and in 

particular those establishing a customs union or a free-trade area. 

 

Article 2 Regulation EEC No 802/68 

 

Goods wholly obtained or produced in one country shall be considered as 

originating in that country. 

 

Article 4 (1) Regulation EEC No 802/68 

 

1. When the origin of a product has to be proved on importation by the production 

of a certificate of origin, that certificate shall fulfil the following conditions: 

(a) It must be prepared by a reliable authority or agency duly authorised for that 

purpose by the country of issue. 

(b) It must contain all the particulars necessary for identifying the product to 

which it relates, in particular: the number of packages, their nature, and marks 

and numbers they bear; the kind of product, and its gross and net weight; the 

name of the consignor. 

(c) It must certify unambiguously that the product to which it relates originated 
in a specific country. 

 

Article 9 Regulation EEC No 802/68 

 

2. Notwithstanding the production of a certificate of origin which fulfils the 

conditions prescribed by paragraph 1 , the competent authorities may, if there is 

cause for serious doubt, demand any additional proof with the object of ensuring 

that the indication of origin conforms to the rules laid down in this Regulation 

and to the provisions adopted for its implementation 

 

A Committee on Origin (hereinafter called the 'Committee') shall be set up and 

shall consist of representatives of the Member States, with a representative of the 

Commission acting as Chairman. 

Article 12 (1) Regulation EEC No 802/68 
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The implementation of Regulation (EEC) No 802/68 requires specific implementation 

actions to ensure its correct application and enforcement in the Member States in 

reporting obligations towards the Commission. However, the text of Article 2 and Article 

9 have been amended with the following provision listed in Regulation (EEC) No 1318/71 

of the Council of 21 June 1971. 

The following shall be substituted for Article 2 of Regulation (EEC) No 802/68: 

 

'This Regulation shall be without prejudice to the special rules concerning: 

- trade between the Community or Member States and the countries to which the 

Community or Member States are bound by agreements which derogate from the 

most-favoured-nation clause, and in particular those establishing a customs union 

or a free-trade area; 

- trade to which preferences granted by the Community unilaterally in derogation 
from the most-favoured-nation clause are applicable.' 

 
Article 1 Regulation (EEC) No 1318/71 

 
The following shall be substituted for Article 9 (1) (b) of Regulation (EEC) No 

802/68: 

 

'(b) It must contain all the particulars necessary for identifying the product to 

which it relates, in particular 

- the number of packages, their nature, and the marks and numbers they bear 

- the kind of product, 

- the gross and net weight of the product; these particulars may, however, be 

replaced by others, such as the number or volume, when the product is subject 

to appreciable changes in weight during carriage or when its weight cannot 

be ascertained or when it is normally identified by such other particulars, 

- the name of the consignor.' 
 

Article 2 Regulation (EEC) No 1318/71 

. 

To give an idea of how detailed these Regulations are, sometimes integrated by Annexes, 

even those Annexes have been subject of considerable alterations, likewise the one 

concerning the format of the certificate of origins required. Below are indicated the two 

versions. 

 

The format of the certificate shall be 21 X 30 cm. The paper used shall be free of 

mechanical pulp, dressed for writing purposes and weigh at least 64 grammes per square 

metre. It shall have printed on it a sepia-coloured guilloche pattern that will reveal any 

forgery by mechanical or chemical means. 

 

Annex II item 4 of Regulation (EEC) No 802/68 

 

The size of the certificate shall be 210 X 297 mm. The paper used shall be free of 

mechanical pulp, dressed for writing purposes and weigh at least 64 g/m2 or between 25 

and 30 g/m2 where air mail paper is used. It shall have a printed guilloche pattern 

background in sepia such as to reveal any falsification by mechanical or chemical means.' 

 

Article 2 Regulation (EEC) No 1318/71 



59  

In order to avoid obstacles to trade and the risk that a certificate of origin may be rejected 

on the technicality that its size does not conform to the said measurements with the 

increasingly computerized instruments, whereas certificates of origin must measure 210 

x 297 mm, on 19 June 1989 the Council of the European Communities adopted another 

regulation, Regulation (EEC) No 1769/89, introducing a tolerance of up to minus 5 mm 

or plus 8 mm in the length. 

 
 

The same applies to Regulation (EEC) No 3860/87 of 22 December 1987 replacing Annex 

I of Council Regulation (EEC) No 802/68, on the common definition of the concept of 

the origin of goods. Annex I, which together with Article 3 of Regulation (EEC) No 

802/68, according to Council Regulation (EEC) No 456/91 of 25 February 1991, have 

been deleted. 

 

In this respect, Regulation (EEC) No 950/68 of the Council of 28 June 1968 on the 

common customs tariff, having regard to the Treaty establishing the European Economic 

Community, set out, in very specific terms in the Annex to this Regulation, the CCT 

mentioned in Article 9 of the Treaty (Art.1 Regulation (EEC) No 950/68). Thus, by 1 July 

1968 the project implemented by the 1957 Treaty of Rome, was completed. However, it 

must be noted that 

 

This Regulation does not amend the provisions in force at the date hereof 

concerning the progressive application of the duties in the common customs tariff 

to the products listed in Annex II to the Treaty. 

 

Article Regulation (EEC) No 950/68 
 

This Regulation shall enter into force on 1 July 1968. 

 

Article 4 Regulation (EEC) No 950/68 

 
The Council approved, on behalf of the European Economic Community, the 'Agreement 

on implementation of Article VII of the General Agreement on tariffs and trade', in its 

Decision 80/271 /EEC of 10 December 1979 concerning the conclusion of the 

Multilateral Agreements resulting from the 1973 to 1979 trade negotiations. 

The contracting parties recognize the validity of the general principles of 

valuation set forth in the following paragraphs of this Article, and they undertake 

to give effect to such principles, in respect of all products subject to duties or other 

charges or restrictions on importation and exportation based upon or regulated 

in any manner by value, at the earliest practicable date. […] 

Article VII GATT 

The implementation of the 80/271/EEC Council Decision was then entrusted by 

Regulation (EEC) No 1224/80 of 28 May 1980 on the valuation of goods for customs 

purposes, that replaced Regulation (EEC) No 803/68, therefore anticipating the entry into 

force of the provisions before 1 January 1981, since the Community holds the view that 

it should be implemented from 1 July 1980. 

Experience gained in the implementation of Regulations has shown that some provisions 
therein should be amended in order to ensure that that Regulation is implemented in a 

harmonised and efficient manner within the Union as a whole. It should be pointed out 
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that, to give an example of the complexity of the judicial issues involved, Regulation EEC 

No 802/68 has been amended and replaced thirteen times, to be definitely repealed by 

Council Regulation (EEC) No 2913/92 of 12 October 1992 establishing the Community 

Customs Code179. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

179 https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:31968R0802 
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3.2.2 The Community Customs Code (CCC) 

The above-mentioned Legal provisions represent legal framework characterized by 

continuous processes of differentiation and by a considerable complexity due to the 

administration of the Customs Union. It goes without saying, therefore, that Community 

efforts were aimed at creating a common rulebook for customs legislation. By Council 

Regulation (EEC) No 2913 /92 of 12 October 1992, the European commission combined 

the various pieces of European Custom law that were contained in a large number of 

Community regulations and directives, into a single code: the Community Customs Code 

(CCC). Whereas was in the interests of both the Community traders and the customs 

authorities to have a single document to be referred to, the Council clarifies that it is, 

nevertheless, advisable to amend that legislation in order to make it more consistent, to 

simplify it and to remedy certain omissions that still exist with a view to adopting complete 

Community legislation in this area – and that the Code is - applicable without prejudice 

to specific provisions laid down in other fields; whereas such specific rules may exist or 

be introduced in the context, inter alia, of legislation relating to agriculture , statistics, 

commercial policy or own resources180; Therefore, remain unchanged the provisions 

according to which principles of uniformity and impartiality were guaranteed, ever since 

the entrance into force of the Customs Union in 1968. The newly ad hoc Customs Code 

Committee, set up by Council Regulation (EEC) No 2913 /92 of 12 October 1992 

establishing the Community Customs Code, was then in charge to ensure the uniform 

application of the Code as well as to safeguard close and effective cooperation between 

Member States and the Commission. 

The wide variety of tasks laid down in the Community Customs Code (CCC) are the 

primary single codification document with legal personality, which defines the main 

principles and approaches, provide essential rules for customs administrations, and define 

customs policy. Furthermore, Commission Regulation (EEC) No 2454/93 (including all 

subsequent amendments) laying down provisions for the implementation of Council 

Regulation (EEC) No 2913/92 is a secondary legislative document adopted in 1993. The 

guidelines relating to Title III "customs procedures with economic impact" of Regulation 

(EEC) No 2454/93 has as their final purpose to facilitate the correct application of the 

customs code by taking into consideration various international treaties and 

conventions181. 

The CCC entered into force in 1992 as a legally binding document taking precedence 

over any conflicting national law182 and directly applicable since 1 January 1994 in all 

Member States183. The nine titles of the CCC mainly contain the basic provisions of 

European Customs law. 

I. General provisions as scope and basic definitions likewise general provisions on 

people's rights and obligations with regard to customs rules. 

Customs rules shall consist of this Code and the provisions adopted at Community 

level cr nationally to implement them. The Code shall apply , without prejudice to 

special rules Iaici down in other fields — to trade between the Community and 

third countries, — to goods covered by the Treai.y establishing the European Coal 
 

 

180 Council Regulation (EEC) No 2913/92 of 12 October 1992 establishing the Community Customs Code 

OJ L 302, 19.10.1992, 
181 Commission Regulation (EEC) 2454/93 laying down provisions for the implementation of Council 

Regulation (EEC) No. 2913/92 establishing the Community Customs Code [1993] OJ L 253/1. 
182 CCC art 250 
183 TFEU art 288. 
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and Steel Community, the Treaty establishing the European Economic Conmunity 

or the Treaty establishing the European Atomic Energy Community. 

Article 1 CCC 

Save as otherwise provided, either under international conventions or customary 

practices of a limited geographic and economic scope or undei autonomous 

Community measures, Community customs rules shall apply uniformly throughout 

the customs territory of the Community. 2. Certain provisions of customs rules 

may also apply outside the customs territory of the Community within the 

framework of either rules governing specific fields or international conventions. 

Article 2 (1) CCC 

Since then the Community has been enlarged and the number of Member States 

participating in the Customs Union has increased substantially as referred to in Article 3 

of Regulation (EC) No 2913/92. 

The customs territory of the Community shall comprise: 

- the territory of the Kingdom of Belgium 

- the territory of the Kingdom of Denmark, except the Faroe Islands and 

Greenland, 

- the territory of the Federal Republic of Germany, except the Island of 

Heligoland and the territory of Busingen (Treaty of 23 November 1964 

between the Federal Republic of Germany and the Swiss Confederation), 
- the territory of the Kingdom of Spain, except Ceuta and Melilla 

- the territory of the Hellenic Republic, 

- the territory of the French Republic, except the overseas territories and 

'collectivites erritoriales', 
- the territory of Ireland 

- the territory of the Italian Republic, except the municipalities of Livigno and 

Campione d'ltalia and the national waters of Lake Lugano which are between 

the bank and the political frontier of the area between Ponte Tresa and Porto 

Ceresio 

- the territory of the Grand Duchy of Luxembourg, 

- the territory of the Kingdom of the Netherlands in Europe, 

- the territory of the Portuguese Republic, 

- the territory of the United Kingdom of Great Britain and Northern Ireland 

and of the Channel Islands and the Isle of Man. 

Article 3 (1) CCC 

II. Factors on the basis of which import duties or export duties and the other measures 

prescribed in respect of trade in goods are applied. Put simply, it regards the basic 

provision governing trade in goods, including import and export duties, customs 

value, the customs tariff as well as the tariff classification of goods and their 

origin. 

Duties legally owed where a customs debt is incurred shall be based on the 

Customs Tariff of the European Communities. 

Article 20 (1) CCC 

The customs value of imported goods shall be the transaction value, that is, the 

price actually paid or payable for the goods when sold for export to the customs 
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territory of the Community, adjusted , where necessary, in accordance with 

Articles 32 and 33 , provided : 

(a) that there are no restrictions as to the disposal or use of the goods by the buyer 

[…] 

(b) that the sale or price is not subject to some condition or consideration for 

which a value cannot be determined with respect to the goods being valued; 

(c) that no part of the proceeds of any subsequent resale, disposal or use of the 

goods by the buyer will accrue directly or indirectly to the seller, unless an 

appropriate adjustment can be made in accordance with Article 32; 

(d) that the buyer and seller are not related, or, where the buyer and seller are 

related, that the transaction value is acceptable for customs purposes under 

paragraph 2. 

Article 29 CCC 

III. Provisions applicable to goods brought into the customs territory of the 

community until they are assigned a customs-approved treatment or use (Title IV). 

This section covers the conditions towards the introduction of goods into the 

customs territory, including the presentation of goods to customs, a summary 

declaration, the obligation to assign goods a customs-approved treatment or use, 

and temporary storage. 

Goods brought into the customs territory of the Community shall, from the time of 

their entry, be subject to customs supervision. They may be subject to control by 

the customs authority in accordance with the provisions in force. 

Article 37 (1) CCC 

Goods may, once they have been presented to customs, and with the permission 

ofthe customs authorities, be examined or samples may be taken, in order that 

they may be assigned a customs-approved treatment or use. Such permission shall 

be granted, on request, to the person authorized to assign the goods such 

treatment or use. 

Article 42 CCC 

Subject to Article 45, goods presented to customs within the meaning of Article 40 

shall be covered by a summary declaration. The summary declaration shall be 

lodged once the goods have been presented to customs. The customs authorities 

may, however, allow a period for lodging the declaration which shall not extend 

beyond the first working day following the day 

Article 43 CCC 

Non-Community goods presented to customs shall be assigned a customs- 

approved treatment or use authorized for such non-Community goods. 

Article 48 CCC 

Goods in temporary storage shall be stored only in places approved by the 

customs authorities under the conditions laid down by those authorities. 

Article 51 (1) CCC 
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All goods intended to be placed under a customs procedure shall be covered by a 

declaration for that customs procedure. 

 

Article 59 (1) CCC 

 
V. Goods leaving the customs territory of the community 

Goods leaving the customs territory of the Community shall be subject to customs 

supervision. They may be the subject of checks by the customs authorities in 

accordance with the provisions in force. They shall leave the said territory using, 

where appropriate, the route determined by the customs authorities and in 

accordance with the procedures laid down by those authorities. 

Article 183 CCC 

VI. Privileged operations 

Community goods which, having been exported from the customs territory of the 

Community, are returned to that territory and released for free circulation within 

a period of three years shall, at the request of the person concerned, be granted 

relief from import duties. 

Article 185 (1) CCC 

The relief from import duties provided for in Article 185 shall be granted only if 

goods are reimported in the state in which they were exported. The circumstances 

in which and the conditions under which this requirement may be waived shall be 

determined in accordance with the procedure of the committee. 

Article 186 CCC 

VII. Customs debt. This section is about the introduction of goods into a free zone or free 

warehouse re-export procedure, destruction of goods and their abandonment to the 

exchequer. 

A customs debt on importation shall be incurred through: the consumption or 

use, in a free zone or a free warehouse, of goods liable to import duties, under 

conditions other than those laid down by the legislation in force. Where goods 

disappear and where their disappearance cannot be explained to the satisfaction 

of the customs authorities, those authorities may regard the goods as having been 

consumed or used in the free zone or the free warehouse. 

Article 205 (1) CCC 

 

 
VIII. Appeals. The Code ensured to traders the right of appeal as provided in Tittle VIII. 

Any person shall have the right to appeal against decisions taken by the customs 

authorities which relate to the application of customs legislation, and which concern him 

directly and individually. 

Article 243 (1) CCC 

IX. Final provisions. 



65  

A Customs Code committee, hereinafter called 'the committee', composed of 

representatives of the Member States with a representative of the Commission as 

chairman, is hereby established. 

The committee shall adopt its rules of procedure. 

Article 247 CCC 

Since the Community Customs Code assembled in a single binding document the 

majority of the previous Regulations and Directives concerning the Customs legislation, 

the Final Provisions’ section is therefore supplemented with a list of Regulations and 

Directives hereby repealed. Among the provisions tackled so far, the following 

Regulation have been repealed with the Council Regulation (EEC) No 2913 /92 of 12 

October 1992 establishing the Community Customs Code. 

Council Regulation (EEC) No 802 / 68 of 27 June 1968 on the common definition of the concept of the 

origin of goods ( 2 ), as last amended by Regulation (EEC) No 456 / 91 ( 3 ); ( 2 ) OJ No L 148 , 28 . 6.  

1968, p. 1. (3) OJ No L 54, 28. 2. 1991, p. 4 

Council Regulation (EEC) No 754 / 76 of 25 March 1976 on the customs treatment applicable to goods 

returned to the customs territory of the Community ( 4 ), as last amended by Regulation ( EEC) No 1147 / 

86 (s); ( 4 ) OJ No L 89 , 2 . 4. 1976, p. 1. (5) OJ No L 105, 22. 4. 1986, p. 1. 

Council Regulation (EEC) No 1224/ 80 of 28 May 1980 on the valuation of goods for customs purposes ( 

9 ), as last amended by the Regulation (EEC) No 4046 / 89 ( 10 ); (') OJ No L 134 , 31 . 5. 1980, p. 1. 10 

OJ No L 388 , 30. 12 . 1989, p. 24 

 

 
3.2.2.1 The Community Customs Code: amendments 

 
The CCC has been subject to various revisions since its introduction, in order to address 

specific problems. In 1997 certain amendments were adopted to simplify the code to make 

its implementation in the Member States more efficient. Amendments concerning the 

customs debt, control of free zones, and the simplification of formalities surrounding the 

customs declaration, were introduced184. 

The amendments introduced in 1999 mostly concern customs transit, in particular Article 

92, 95, 97, 215185. They clarify in a deeper detailed explanation the rules on discharging 

the transit procedure and the responsibilities of those authorised to use the procedure. 

They also cover financial guarantees and procedures for recovering debts arising from 

Community transit operations. 

The external transit procedure shall end when the goods and the corresponding 

documents are produced at the customs office of destination in accordance with 

the provisions of the procedure in question. 

Article 92 CCC 

Article 92 shall be replaced by the following: 

The external transit procedure shall end and the obligations of the holder shall be 

met when the goods placed under the procedure and the required documents are 

produced at the customs office of destination in accordance with the provisions of 
 

184 Regulation (EC) No 82/97 of the European Parliament and of the Council of 19 December 1996 

amending Regulation (EEC) No 2913/92 establishing a Community Customs Code Official Journal L 017, 

21/01/1997 P. 0001 – 0006 
185 Regulation (EC) No 955/1999 of the European Parliament and of the Council of 13 April 1999 amending 

Council Regulation (EEC) No 2913/92 with regard to the external transit procedure. OJ L 119 of 07.05.1999 
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the procedure in question. 2. The customs authorities shall discharge the 

procedure when they are in a position to establish, on the basis of a comparison 

of the data available to the office of departure and those available to the customs 

office of destination, that the procedure has ended correctly'. 

Art 1 (2) REGULATION (EC) No 955/1999 

The 2000 amending act, Regulation (EC) No 2700/2000 of the European Parliament and 

of the Council of 16 November 2000 amending Council Regulation (EEC) No 2913/92 

establishing the Community Customs Code, introduced procedures aiming at: preventing 

fraud, simplifying and rationalising customs rules and procedures, facilitating the use of 

electronically submitted declarations, simplifying the use of the procedures for inward 

processing, processing under customs control, temporary admission and free zones. 

Moreover, a new concept of protecting "good faith” applies for those importing goods 

under preferential conditions. 

It is necessary, for the particular case of preferential arrangements, to define the 

concepts of error by the customs authorities and of the good faith of the person 

liable for payment. The person liable for payment should not be held responsible 

for a malfunction of the system due to an error made by the authorities of a third 

country. The issue of an incorrect certificate by such authorities should not, 

however, be considered an error if the certificate is based on an application which 

contains incorrect information. The incorrect nature of the information provided 

by the exporter in his application must be assessed on the basis of all the factual 

elements which are contained in that application. The person liable for payment 

can plead his good faith where he can demonstrate that he has taken due care, 

except when a notice stating that there are grounds for doubt has been published 

in the Official Journal of the European Communities. 

(11) Regulation (EC) No 2700/2000 

In 2005, the CCC was amended, introducing risk analysis for strengthening security 

purposes to be carried out within the movements of goods brought into or out of the 

customs territory of the Community. From this moment forward, a Community-wide risk 

management is therefore introduced. This system aimed at supporting the identification 

of risk by collecting data and information and, when needed, taking of all the necessity 

measures limiting exposure to risk. It also introduced the status of Authorised Economic 

Operators (AEO). The status of Authorised Economic Operator once granted by one 

Member States to any economic operator meeting common criteria concerning control 

systems, financial solvency operator's track record in complying with the rules, should be 

recognised by the other Member States186. 

 

3.2.3 The Modernized Customs Code (MCC) 

 
By the end of the 1990s, following the terrorist attacks of 9/11 and the serious consequents 

brought in global, regional and national economies, the need to modernise the Customs 

Union mission, resulted fundamental and led to a demand for new regulations187. 

Therefore in view of these increased security-related measures introduced into the Code, 

under Regulation (EC) No 648/2005 of the European Parliament and of the Council of 13 
 

186 Regulation (Ec) No 648/2005 of the European Parliament And Of The Council of 13 April 2005 

amending Council Regulation (EEC) No 2913/92 establishing the Community Customs Code OJ L 117 of 

04.05.2005 
187 F. Noshab, Global Economic Implications of 9/11 attacks. Strategic Studies, 22(3), 2002, pp.207-227. 



67  

April 2005 amending Council Regulation (EEC) No 2913/92 establishing the Community 

Customs Code, in late 2005 the Commission issued a proposal for a Modernised Customs 

Code (MCC). The Commission, by Proposal No. 2005/0246 (COD) 188 makes it clear that 

that the Community Customs Code, Council Regulation (EEC) No. 2913/92, is out of date. 

It is felt by the Commission that the environment in which international trade is 

conducted, characterized by the rapid, irreversible growth in the use of information 

technology and the exchange of electronic data, or the changing focus of the customs 

function, was too ambitious that the CCC has not been able to kept pace with these 

changes. Therefore, as highlighted by the proposal from the European Commission of 30 

November 2005, modernising the Customs Code was essential to streamline customs 

procedures and processes and adopt the common standards for International Trade 

systems. In the Commission’s vision, modernizing the Customs Code, will: 

– implement the e-Government initiative in the area of customs; 

– fulfil the commitment to the 'better regulation' initiative in this area, by 

providing less complex and better structured rules and regrouping several 

Regulations; 

– enhance the competitiveness of companies doing business in and with the 

Community, thus creating economic growth; 

– increase security and safety at the external border, once common standards 

(including those for risk-analysis) are introduced and managed via a common IT 

framework; 

– reduce the risk of fraud; 

– contribute to better coherence with other Community policies, such as indirect 

taxation, agricultural, commercial, environmental, health and consumer 

protection policy; and 

– ensure an effective decision-making process for the adoption of implementing 

provisions, guidelines and explanatory notes and provide for the Commission to 

request a national administration to withdraw a decision. 

COM (2005) 608 final 

Although, such extensive changes cannot be achieved by continued amendment of the 

present Customs Code but can only be achieved by a complete renovation of the 

legislation. The Commission has now come to the necessity of improve customs operation 

and to take into consideration the accelerated evolution of technology which, for instance, 

electronic declarations become the rule and the paper-based declarations becoming the 

exception. The use of modernized technologies is the key element in reducing the 

effective cost for business while at the same time stimulating a paperless environment for 

customs and trade. For these reasons, further amendments of the Code are required in 

response to a number of internal and external challenges faced by the EU, as well to the 

changing context in which customs authorities work. The modernised legal framework 

should therefore be based on customs trade transitions to be handled electronically, 

accessible, and equally distributed among each Member State. Put simply, these proposed 

measures are intended to form a simple, paper-free environment for customs and trade 

and an electronic Community customs environment. In 2008 the Commission proposals 

to create a simple and paperless environment for customs and trade were welcomed and 

supported in Regulation (EC) No 450/2008 of the European Parliament and the Council 

of 23 April 2008, laying down the Community Customs Code (Modernised Customs 

Code) with the intention to replace the legislation in force, the Community Customs Code 
 

188 Proposal No. 2005/0246 (COD) from the European Commission of 30 November 2005 for a regulation 

of the European Parliament and of the Council laying down the Community Customs Code (Modernised 
Customs Code), COM(2005)608, General context of the proposal, p. 3. 
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(CCC)189. In accordance with Article 188 of Regulation (EC) No 450/2008, the 

Modernized Customs Code entered into force on 24 June 2008, once its detailed 

implementing provisions were in force. But it should be noted that, it was initially 

established 24 June 2013 as the final deadline for the detailed provisions to be in place190. 

The MCC fits into the Commission’s strategy of completing the reform process to renew 

customs working methods, develop staff competences and re-allocate resources 

efficiently and effectively191. In this respect, this would enable customs to evolve in line 

with international trade, so as to continue to provide citizens with the expected protection, 

business, and governments, whilst contributing to the increase of economic 

competitiveness of the EU. In order to allow Customs to continue to keep an important 

role in a challenging environment, an ambitious reform was launched by the Commission. 

Provided with the recently adopted Modernised Customs Code, a European Parliament 

and Council Decision then was released directly to create a pan-European electronic 

customs system - that is a paper-free environment for customs and trade – aiming at 

strengthening or reinforcing the balance of communication between all customs offices 

in the Community, between customs and other public authorities operating at the border, 

and between public authorities and traders192. 

The idea of a modern customs service communicating electronically with trade193was 

already endorsed in 2003 by the Council Resolution of December 5. This Resolutions 

invites the Commission to “draw up, in close co-operation with Member States, a Multi- 

Annual Strategic Plan (“MASP”)194, aiming at creating a European electronic 

environment, which is consistent with the operational and legislative projects and 

developments scheduled or underway in the areas of customs and indirect taxation"195. 

As an example, DG TAXUD considers “Single Window” an important contribution to 

trade for the exchange of electronic information between different government 

authorities, and between the latter and economic operators.196 In other words, the concept 

of a single window is to be understood as obtaining results by exploiting the opportunities 

offered by electronic customs IT-tools available in other areas related to the importation 

and exportation of goods197. 

As a final point to be addressed to understand the process of modernisation, it is necessary 
to explain the recast of the MCC. Regulation (EC) No 450/2008 of the European 

 

189 Regulation (EC) No 450/2008 of the European Parliament and of the Council of 23 April 2008 laying 

down the Community Customs Code (Modernised Customs Code) OJ L145/1. 
190 Regulation (EC) No 450/2008 of the European Parliament and of the Council of 23 April 2008 laying 

down the Community Customs Code (Modernised Customs Code) OJ L145/1. 
191 European Commission, Communication from the Commission to the Council, the European Parliament 

and the European Economic and Social Committee, ‘Strategy for the evolution of the Customs Union’, 

Brussels, 1 April 2008, COM (2008) 169 final. 
192 Decision 70/2008/EC of the European Parliament and of the Council, OJ L 23 of 26.1.2008, p.21. 
193 Draft eCustoms vision statement and multi-annual strategic plan, 20 October 2003, TAXUD/477/2004 

– Rev. 3, p. 2. 
194 Electronic Customs Multi-Annual Strategic Plan 2008 Yearly Revision (EC), 22 September 2008, 

TAXUD/477/2004 – Rev. 9. 
195 Council Resolution of 5 December 2003 on creating a simple and paperless environment for customs 

and trade – OJ C 305/1 of 16 December 2003. 
196 DG TAXUD is the European Commission’s Directorate-General responsible for taxation and the 

customs union. European Commission, DG TAXUD, ‘Single Window Road Map’, Brussels, 

TAXUD.A.1/B.1/MMC/EK D(2011)359494. 
197 Nowadays the Single Window is constantly evolving. To give an idea of the complexity nature of this 

project and the extensive work it entails, as how the topic covered so far are extremely contemporary, on 

28 October 2020, the European Commission issued a Proposal for a Regulation of the European Parliament 

and of the Council establishing the European Union Single Window Environment for Customs and 

amending Regulation (EU) No 952/2013. COM(2020) 673 final 2020/0306 (COD) 
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Parliament and of the Council of 23 April 2008 laying down the Community Customs 

Code (Modernised Customs Code) aimed at the adaptation of customs legislation to fit 

the electronic environment for customs and trade198. The MCC entered into force on 24 

June 2008. However administrations and economic operators needed adequate time to 

undertake the necessary investments, due to the difficulty of adaptation of IT systems 

within the detailed implementing provisions which required a complex set up of 

coordinated actions between Member States and the Commission, by 2012 the MCC was 

not yet applicable. In other words, a very limited number of new computerised customs 

procedures could become operational before its final date of application of 24 June 2013, 

meaning that implementation involves more than simply adopting the implementing 

rules. In this respect, on 20 February 2012, the Commission submitted to the European 

Parliament and the Council a proposal for a Regulation in the form of a recast of 

Regulation (EC) No 450/2008, for the purposes of replacing the MCC before its currently 

scheduled application199. 

The need to postpone the date of application of the MCC, was just one of the 

considerations listed in Regulation (EC) No 450/2008. After the adoption of the 

Regulation (EC) No 450/2008, the status of the MCC was then challenged by the entry 

into force on 1 December 2009 of the Treaty of Lisbon. Based upon the Lisbon Treaty, 

the MCC now needed to be aligned with the new procedural amendments made by the 

Commission concerning delegation of powers and the conferral of implementing powers 

before the end of the term of the Parliament. The powers of the co-legislators and the 

Commission are redefined in articles 290 and 291 of the Treaty on the Functioning of the 

European Union(“TFEU”).The Commission commitments to propose amendments to all 

basic acts had an impact on the Customs Code, which had to be split between Delegated 

Acts and Implementing Acts in line with the following Articles of the TFEU. 

1. A legislative act may delegate to the Commission the power to adopt non- 

legislative acts of general application to supplement or amend certain non- 

essential elements of the legislative act. The objectives, content, scope and 

duration of the delegation of power shall be explicitly defined in the legislative 

acts. The essential elements of an area shall be reserved for the legislative act and 

accordingly shall not be the subject of a delegation of power. 

2. Legislative acts shall explicitly lay down the conditions to which the delegation 

is subject; these conditions may be as follows: (a) the European Parliament or the 

Council may decide to revoke the delegation; (b) the delegated act may enter into 

force only if no objection has been expressed by the European Parliament or the 

Council within a period set by the legislative act. For the purposes of (a) and (b), 

the European Parliament shall act by a majority of its component members, and 

the Council by a qualified majority. 

3. The adjective ‘delegated’ shall be inserted in the title of delegated acts. 

Article 290 TFEU 
 

 

 

 
 

198 Regulation (EC) No. 450/2008 of the European Parliament and of the Council of 23 April 2008 laying 

down the Community Customs Code (Modernised Customs Code), OJ L 145/1 of 4 June 2008. 
199 Proposal for a Regulation of the European Parliament and of the Council laying down the Union Customs 

Code/* COM/2012/064 final - 2012/0027 (COD) */ Brussels, 20.2.2012 COM(2012) 64 final 2012/0027 

(COD) 
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1. Member States shall adopt all measures of national law necessary to implement 

legally binding Union acts. 

2. Where uniform conditions for implementing legally binding Union acts are 

needed, those acts shall confer implementing powers on the Commission, or, in 

duly justified specific cases and in the cases provided for in Articles 24 and 26 of 

the Treaty on European Union, on the Council. 

3. For the purposes of paragraph 2, the European Parliament and the Council, 

acting by means of regulations in accordance with the ordinary legislative 

procedure, shall lay down in advance the rules and general principles concerning 

mechanisms for control by Member States of the Commission's exercise of 

implementing powers. 4. The word ‘implementing’ shall be inserted in the title of 

implementing acts. 

Article 291 TFEU 

Eventually, the "Community" Customs Code (Modernised Customs Code) has now to be 

renamed into "Union" Customs Code (UCC). 

 
3.2.4 The Union Customs Code (UCC) 

 
The UCC replaced the 1992 Community Customs Code (“CCC”), which was the first 

attempt to merge into a single legal document the entire EU’s customs regulation. Given 

the importance of having a Code to be referred to, which simplified business at that time, 

the procedures and practices under the first Community Customs Code (CCC) relied on 

the use of paper documentation, which, did not fitted with modern electronic 

environment. In addition, national customs become responsible for activity going beyond 

collection of duties such as the safeguard of the financial interests of the Community and 

of the Member States and to curb fraudulent practices200. Therefore, legislative provisions 

for a more efficient organisation of customs controls, were needed. This led the 

Commission to present a proposal for a Modernized version of the Code in late 2005201. 

However, as soon as the entrance into force of the Lisbon Treaty, which introduced a new 

legal architecture with specific provisions, the Commission was forced to call for a 

“recast” of the MCC, before it was even in power. On 20 February 2012, the Commission 

submitted to the European Parliament and the Council a proposal for a Regulation in the 

form of a recast of Regulation (EC) No 450/2008, for the purposes of replacing the short 

lived MCC before its final date of application of 24 June 2013. 

The dynamics of international trade have changed over time and have made customs tools 

to evolve to deal with challenges as they arise. On 9 October 2013 in the Official Journal 

of the European Union has been published Regulation (EU) No 952/2013 of the European 

Parliament and of the Council of 9 October 2013 laying down the Union Customs Code. 

The UCC entered into force on 1 May 2016, as an update version of the previous 

framework for customs legislation, contained in the Community Customs Code (Council 

Regulation (EEC) No 2913/92), the Code's implementing provisions (Commission 

Regulation (EEC) No 2454/93) and recasting the Modernised Customs Code (Regulation 

(EC) No 450/2008). The UCC, is binding in its entirety and directly applicable in all 

Member States to the EU Customs territory - including their territorial waters, internal 

 
200 Article 2 MCC 
201 Proposal No. 2005/0246 (COD) from the European Commission of 30 November 2005 for a regulation 

of the European Parliament and of the Council laying down the Community Customs Code (Modernised 
Customs Code), COM(2005)608, General context of the proposal, p. 3. 
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waters, and airspace - is mostly as to the sovereign territory of member states, with some 

exceptions. For instance, it includes Denmark, except the Faroe Islands and Greenland202. 

The Code was meant to be applicable on 30 October 2013, however, only some, mostly 

empowering, provisions were fulfilled into force on that date203. Eventually, most of its 

substantive provisions apply from 1 May 2016 once the UCC-related Delegated and 

Implementing Acts were adopted and into force. The implementing provisions have been 

submitted in 2015 in the form of UCC Delegated Act and UCC Implementing Act. These 

empowering provisions, that are directly applicable, allow the European Commission to 

draw up the implementing acts (IA) and delegating acts (DA) replacing the 1993 

Implementing provisions (CCIP)204, as stated in Article 2 UCC. 

The Commission shall be empowered to adopt delegated acts in accordance with 

Article 284 specifying the provisions of the customs legislation and the 

simplifications thereof with respect to the customs declaration, the proof of the 

customs status, the use of the internal Union transit procedure insofar as it does 

not affect a proper application of the fiscal measures at stake, which apply to the 

trade in Union goods referred to in Article 1(3). Those acts may address 

particular circumstances pertaining to the trade in Union goods involving only 

one Member State. 

Article 2 UCC 

Among the general provision, the UCC introduces several updated terms for use in 

customs language. To give an example, goods are now to be referred to as Union goods, 

rather than Community goods205. The term good also includes a distinction between Union 

goods and non-Union goods. 

"Union goods" means goods which fall into any of the following categories: 

(a) goods wholly obtained in the customs territory of the Union and not 

incorporating goods imported from countries or territories outside the customs 

territory of the Union; 

(b) goods brought into the customs territory of the Union from countries or 

territories outside that territory and released for free circulation; 

(c) goods obtained or produced in the customs territory of the Union, either solely 

from goods referred to in point (b) or from goods referred to in points (a) and (b); 

 
Article 5(23) Regulation (EU) No 952/2013 

"non-Union goods" means goods other than those referred to in point 23 or which 

have lost their customs status as Union goods. 

Article 5(24) Regulation (EU) No 952/2013 

 
 

It should also be emphasized that the application of the UCC is based on the use of 

electronic data processing206, hence the Commission is in committed to provide each 

Member States the availability of IT systems across one or several members. Ensuring 

uniform conditions for the implementation of Regulation (EU) No 952/2013 might take 
 

202 Article 4(1) UCC 
203 Article 288 UCC 
204 Commission Regulation (EEC) No 2454/93 of 2 July 1993 laying down provisions for the 

implementation of Council Regulation (EEC) No 2913/92 establishing the Community Customs Code 
205 Article 4(7) CCC 
206 Article 6 UCC 
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more time than predicted. A full deployment of IT systems for Member States is foreseen 

in steps. By way of derogation, transitional measures were set up, in exceptional cases, 

where the electronic systems, necessary for the application of the provisions of the Code, 

were not yet operational, until 31 December 2020 at the latest207. 

Transitional measures Means for the exchange and storage of information, other 

than the electronic data-processing techniques referred to in Article 6(1), may be 

used on a transitional basis, until 31 December 2020 at the latest, where the 

electronic systems which are necessary for the application of the provisions of the 

Code are not yet operational. 

Article 278 UCC 

However, The UCC was also amended by Regulation (EU) 2019/632 allowing customs 

authorities and economic operators to continue using transitional arrangements until 31 

December 2025 at the latest 208. Nowadays, the UCC legal package, is composed by: 

- The Union Customs Code 

- The UCC "Delegated Act", which supplements certain non-essential elements 
of the Code;209 

- The UCC "Implementing Act", which ensure the existence of uniform 

conditions for the implementation of the UCC;210 

- The UCC "Transitional Delegated Act", providing transitional rules for 

operators and customs authorities, for the exchange and storage of customs 

information for as long as the UCC electronic systems are not operational;211 

and, 

- The UCC "Work Programme", that took the form of a Commission 

Implementing Decision, setting out the planning of the IT systems.212 

In addition, as a response to modern-day needs, some technical issues emerged. Since its 

adoption, the UCC Delegated Act has been subject to amendments six times (Figure 6) 

while, the UCC Implementing Act has been modified four times. The Commission 

together with the European Parliament and the Council acted quickly to better implement 

the main rules established in the UCC and or address them to the needs of economic 

operators and customs administrations213. 
 

 

207 Article 278 UCC 
208 Regulation (EU) 2019/632 of the European Parliament and of the Council of 17 April 2019 amending 

Regulation (EU) No 952/2013 to prolong the transitional use of means other than the electronic data- 

processing techniques provided for in the Union Customs Code. OJ L 111, 25.4.2019 
209 Commission Delegated Regulation (EU) 2015/2446 of 28 July 2015 supplementing Regulation (EU) No 

952/2013 of the European Parliament and of the Council as regards detailed rules concerning certain 

provisions of the Union Customs Code (OJ L 343, 29.12.2015, p. 1) 
210 Commission Implementing Regulation (EU) 2015/2447 of 24 November 2015 laying down detailed 

rules for implementing certain provisions of Regulation (EU) No 952/2013 of the European Parliament and 
of the Council laying down the Union Customs Code (OJ L 343, 29.12.2015, p. 558) 
211 Commission Delegated Regulation (EU) 2016/341 of 17 December 2015 supplementing Regulation 

(EU) 952/2013 of the European Parliament and of the Council as regards transitional rules for certain 

provisions of the Union Customs Code where the relevant electronic systems are not yet operational and 

amending Delegated Regulation (EU) 2015/2446 (OJ L 69, 15.3.2016, p.1) 
212 Commission Implementing Decision (EU) 2019/2151 of 13 December 2019 establishing the work 

programme relating to the development and deployment of the electronic systems provided for in the Union 

Customs Code C/2019/8803 (OJ L 325, 16.12.2019, p. 168–182) 
213 Given the fact that these technical aspects do not concern the ultimate purpose of the present thesis – 

unless indirectly- figure 6 reports all the amended Articles and the related references in the Official Journal, 

without deepening into further details. To find out more about the UCC adjusted provisions visit the Official 

Website of the European Commission. https://ec.europa.eu/taxation_customs/home_en 
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Figure 5: Amendments UCC Delegated Act 
 

Amendments UCC Delegated 
Act 

Official Journal 

Articles 2, 3, 104, 106, 112, 113, 128, 

138, 141, 144, 146, 181 and 184 were 

amended and Articles 122a, 124, 124a, 

126, 126a and 129a to 129d, were 

added by the UCC Transitional 

Delegated Act. 

Commission Delegated Regulation (EU) 

2016/341 of 17 December 2015 

supplementing Regulation (EU) No 

952/2013 of the European Parliament and of 

the Council as regards transitional rules for 

certain provisions of the Union Customs 

Code where the relevant electronic systems 

are not yet operational and amending 

Delegated Regulation (EU) 2015/2446 
OJ L 69, 15.3.2016, p. 1–313 

Articles 139 and 141 of the UCC 

Delegated Act have been corrected by 

a Commission Delegated Regulation. 

Commission Delegated Regulation (EU) 

2016/651 of 5 April 2016 correcting 

Delegated Regulation (EU) 2015/2446 

supplementing Regulation (EU) No 

952/2013 of the European Parliament and of 

the Council as regards detailed rules 

concerning certain provisions of the Union 

Customs Code 
OJ L 111, 27.4.2016, p.1 

Articles 1(19), 5(1), 10, 37(21), 40, 53, 

55, 76, 82, 83, 97, 114, 115,  124a, 

126a, 129a, 129d, 131, 133, 134, 

136(1), 168, 189, 193, 195, 197 207 

212, 215, 218, 220, 223, 228, 231-236 

and Annexes A, B, B-04, B-05, 22-01, 

71-05 and 90 were modified and 

Articles 7a, 177a and 197a were added 

by a Commission Delegated 

Regulation applicable from 31 July 

2018 

Commission Delegated Regulation (EU) 

2018/1063 of 16 May 2018 amending and 

correcting Delegated Regulation (EU) 

2015/2446 supplementing Regulation (EU) 

No 952/2013 of the European Parliament 

and of the Council as regards detailed rules 

concerning certain provisions of the Union 

Customs 

Code 

OJ L 192, 30.7.2018, p. 1–28 

Article 84 was amended by a 

Commission Delegated Regulation 

applicable from 2 September 2018 so 

as to provide for more flexibility in 

relation to the criteria for a guarantee 

waiver or a guarantee reduction. 

Commission Delegated Regulation (EU) 

2018/1118 of 7 June 2018 amending 

Delegated Regulation (EU) 2015/2446 as 

regards the conditions for a reduction of the 

level of the comprehensive guarantee and 

the guarantee waiver. 
OJ L 204, 13.8.2018, p. 11–12 

Article 141 was amended and Article 

143a and column H7 of Annex B were 

added, by a Commission Delegated 

Regulation. 

Commission Delegated Regulation (EU) 

2019/1143 of 14 March 2019 amending 

Delegated Regulation (EU) 2015/2446 as 

regards the declaration of certain low-value 

consignments. 
OJ L 181, 5.7.2019, p. 2–12 
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Articles 1(15), 6(1), 13(4), 17(1), 76, 

104, 106, 112, 113, 127, 128d(1), 138 

to 142, 143a, 144, 146, 147, 163, 166, 

167, 177, 220, 224, 227, 229, 230, 237, 

245(1) and 248 and Annex 71-03 to 71- 

05; the same regulation also added 

Articles 1(46) to (53), 113a and 235a 

and Annex 52-01 and deleted Article 

168, were amended by a Commission 
Delegated Regulation applicable from 

16 July 2020 

Commission Delegated Regulation (EU) 

2020/877 of 3 April 2020 amending and 

correcting Delegated Regulation (EU) 

2015/2446 supplementing Regulation (EU) 

No 952/2013, and amending Delegated 

Regulation (EU) 2016/341 supplementing 

Regulation (EU) No 952/2013, laying down 

the Union Customs Code. OJ L 203, 

26.6.2020, p. 1–27 

 

Source: official website of the European Commission 

 
3.2.5 The Electronic systems 

 
The UCC was enacted in order to adapt to the new economic realty, such as the global 

integration of production and delivery systems, e-commerce and modern communication 

tools, the legal framework for customs rule and procedures into e and within the EU 

territory214. The new clear and modern legal framework takes effect, further modernising 

and streamlining customs procedures throughout the EU while facilitating trade flows by 

harmonised and standardised application of customs controls. It also introduces a number 

of IT systems designed to knit Member States’ Customs administrations together. Some 

additional goals of the regulation are to continue to ensure an appropriate level of safety 

and security of goods as well as to streamline processes. As specified in Article 3 of the 

Union Customs Code, the role of Customs is crucial for the society by protecting the 

financial interests of the EU and its Member States, ensuring security and safety of the 

residents of the Union and to facilitate the flow of goods. This involves the upgrade of 

customs instruments aimed in particular to complete the progression of customs to a 

paperless, integrated and fully electronic environment. In short, the key principles of the 

UCC are simplicity, service and speed. 

Customs authorities shall be primarily responsible for the supervision of the 

Union's international trade, thereby contributing to fair and open trade, to the 

implementation of the external aspects of the internal market, of the common trade 

policy and of the other common Union policies having a bearing on trade, and to 

overall supply chain security. Customs authorities shall put in place measures 

aimed, in particular, at the following: 

 

(a) protecting the financial interests of the Union and its Member States; 

(b) protecting the Union from unfair and illegal trade while supporting legitimate 

business activity; 

(c) ensuring the security and safety of the Union and its residents, and the 

protection of the environment, where appropriate in close cooperation with other 

authorities; and 

(d) maintaining a proper balance between customs controls and facilitation of 

legitimate trade. 

Article 3 UCC 

 

214 Report from the Commission to the European Parliament and The Council on the implementation of the 
Union Customs Code and on the exercise of the power to adopt delegated acts pursuant to Article 284 

thereunder. COM(2018)39 final 
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Under the UCC, the exchange of information between the customs authorities and 

between economic operators as well as between customs authorities must, by 2020, be 

based entirely on electronic data-processing techniques215. In this respect, many steps 

forward to facilitate legitimate trade, reduce administrative burdens, and ensure that 

harmonised requirements apply throughout the EU, would be made. The e-Customs 

Decision216 set the basic framework for creating a paperless environment for customs and 

trade, laying down the objectives, as well as committing Member States, no later than 31 

March of each year, to submit to the Commission an annual progress report covering the 

period 1 January to 31 December of the preceding year.217 This report is known as Multi- 

Annual Strategic Plan for Customs (MASP-C) which aims at ensuring the effective 

management and coordination of all activities and tasks related to ongoing and future e- 

Customs projects218. As stated in Article 2(1) of the e-Customs Decision, the Commission 

and Member States will aim to provide the structure and means by which the Commission, 

customs administrations and other EU border agencies can exchange electronic 

information in order to: 

(a) facilitate import and export procedures; (b) reduce compliance and 

administrative costs and to improve clearance times; (c) to coordinate a common 

approach to the control of goods; (d) help ensure the proper collection of all 

customs duties and other charges; (e) ensure the rapid provision and receipt of 

relevant information with regard to the international supply chain; (f) enable the 

seamless flow of data between the administrations of exporting and importing 

countries, as well as between customs authorities and economic operators, 

allowing data entered in the system to be re-used. 

Article 2(1) Decision No 70/2008 

These objectives, shall be achieved by at least the following means: 

(a) the harmonised exchange of information on the basis of internationally 

accepted data models and message formats; (b) the re-engineering of customs and 

customs-related processes with a view to optimising their efficiency and 

effectiveness, to their simplification and to reducing the costs of customs 

compliance; (c) the offering to economic operators of a wide range of electronic 

customs services enabling those operators to interact in the same way with the 

customs authorities of any Member State. 

Article 2(2) Decision No 70/2008 

 
 

The EU Commission, in collaboration with the Member States, coordinates the 

implementation of the UCC through the UCC Work Programme (UCC WP) and the 

MASP-C. The UCC WP, as defined by Article 280 of the UCC, lays down the IT 

architecture for the development and deployment of electronic systems, as well as the 
 

 

215 Regulation (EU) No 952/2013 (5) 
216 Decision No 70/2008/EC of the European Parliament and of the Council of 15 January 2008 on a 

paperless environment for customs and trade OJ L 23, 26.1.2008, p. 21–26 
217 Article 12 Decision No 70/2008 
218 From 2018, the suffix of ‘C’ has been added to the Multi-Annual Strategic Plan (MASP), abbreviated 

as MASP-C, to underline the specific focus on customs IT systems. Likewise, MASP-T become the term 

used to refer to taxation IT systems. Due to these two approaches, IT systems would have been facilitate in 

case of overlapping of customs and taxations domains. Additionally, due to this transition, MASP-C and 

other variations referring to the MASP as a whole, are equally used. 2019 e-Customs Annual Progress 

Report taxud.b.1(2020)3725024 
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harmonisation and standardisation of interfaces219. The UCC WP is of essential 

importance for detailing the implementation of the transitional measures related to the 

electronic systems. To achieve a paperless environment, seventeen electronic systems are 

being developed in accordance with the timetable set out in the UCC Work Programme. 

These systems can be distinguishing in two categories: National systems and Trans- 

European systems. From the one hand, three national systems that have to be developed 

by Member States. Likewise, fourteen trans-European systems to be developed or 

upgraded by Member States in cooperation with the Commission220. 

The seventeen systems, included in Annex A of the UCC Work Programme, are as 

follows221: 

1. UCC Registered Exporter System (REX) The project aims to make available up- 

to-date information on registered exporters established in Generalised Scheme of 

Preference (GSP) countries exporting goods to the Union. 

2. UCC Binding Tariff Information (BTI): aims to align with the UCC the database 

containing all binding tariff information that has been issued by customs 

authorities of Member States; 

3. UCC Customs Decisions The project aims to harmonise the processes for 

applications for a customs decision, decision making and decision management 

through standardisation and electronic management of application and 

decision/authorisation data across the Union. The project relates to national and 

multi-Member State decisions defined by the Code, and covers system 

components developed centrally at Union level and integration with national 

components where Member States opt for these. 

4. Uniform User Management & Digital Signature – UUM&DS or "EU Trader 

Portal": aims to provide working solutions for direct and harmonised trader access 

as a service for user-to-system interfaces, to be integrated into the electronic 

customs systems as defined in the specific UCC projects. 

5. UCC Authorised Economic Operators – AEO (upgrade): aims to improve the 

business processes related to AEO applications and authorisations taking account 

of the UCC changes; 

6. UCC Economic Operator Registration and Identification System – EORI 2 

(upgrade): aims at providing a minor upgrade to the existing trans-European EORI 

system that enables the registration and identification of economic operators of 

the Union and third country persons active in customs matters in the Union; 

7. UCC Surveillance 3 (upgrade): aims to upgrade of the Surveillance 2+ system, so 

as to align with UCC requirements, the existing database that records and 

centralises all EU trade data (imports and exports) provided on a daily basis by 

the national customs authorities; 

8. UCC Proof of Union Status (PoUS): will store, manage and retrieve all 

declarations that traders provide to prove the Union status of their goods; 

9. UCC New Computerised Transit System – NCTS (upgrade): aligns the existing 

transit system to the new UCC requirements as the registration of "en route" 

events, the alignment of information exchanges to UCC data requirements and the 

upgrade and development of interfaces with other systems; 

 
219 Article 280 of Regulation (EU) No 952/2013 laying down the Union Customs Code provides that the 

Commission is to draw up a work programme relating to the development and deployment of the electronic 

systems (‘the work programme’). The Work Programme was initially established in April 2014 by the 

Implementing decision 2014/255/EU. The current version of the UCC Work Programme was adopted on 

13 December 2019 by Commission Implementing Decision No 2019/2151. 
220 Commission Implementing Decision (EU) 2019/2151 (4) 
221 National systems to be referred to in points 12,13,14. 
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10. UCC Automated Export System – AES: aims to implement the UCC requirements 

for export and exit of goods; 

11. UCC Information Sheets (INF) for Special Procedures: develops a new system to 

support and streamline the processes of data management and the electronic 

handling of data in the domain of Special Procedures; 

12. UCC Special Procedures: aims to accelerate, facilitate and harmonise Special 

Procedures across the Union by providing common business process models. The 

national systems will implement all UCC changes required for customs 

warehousing, end-use, temporary admission, inward and outward processing. 

‘National SP EXP’. Provides the required national electronic solutions for export 

related special procedures activities. ‘National SP IMP’. Provides the required 

national electronic solutions for import related special procedures activities. 

13. UCC Notification of Arrival, Presentation Notification and Temporary Storage: 

defines the processes for Notification of Arrival of the means of transport, 

Presentation of the goods (Presentation Notification) and Declaration for 

Temporary Storage as described in the UCC and to support harmonisation in this 

respect across the Member States as regards the data exchange between trade and 

customs. The project covers the automation of processes at national level. 

14. UCC National Import Systems upgrade: aims to implement all process and data 

requirements deriving from the UCC which relate to the import domain (and 

which are not covered by one of the other projects defined in the work 

programme). Therefore, it relates to the national import domain covering national 

customs declaration processing systems as well as other systems such as national 

accountancy and payment systems. 

15. UCC Centralised Clearance for Import – CCI: aims to allow goods to be placed 

under a customs procedure using centralised clearance, allowing economic 

operators to centralise their business from a customs viewpoint. 

16. UCC Guarantee Management – GUM aims to ensure the effective and efficient 

management of the different types of guarantees. 

17. UCC Import Control System 2 (ICS2) aims to strengthen pre-arrival safety and 

security of goods entering the Union by implementing the new UCC requirements 

regarding the lodging and treatment of entry summary declarations (ENS). 

 
 

The first deadline for the operation of some of the seventeen IT systems listed in the UCC 

Work Programme was 2017. In 2018 the European Commission issued a Report on the 

implementation of the Union Customs Code and on the exercise of the power to adopt 

delegated acts pursuant to Article 284 thereunder222. On the base of the Report, by January 

2018, the deadline has been met. On 1 January 2017, the Commission launched the 

Registered Exporter (REX) system. This system, in the form of a database, contains the 

data on registered exporters in beneficiary countries of the Generalised System of 

Preferences of the EU and on some registered operators in the EU, including in the context 

of the free trade agreement with Canada. This led an economic operator to check whether 

a supplier is registered to be allowed to make out statements on origin and will also allow 

EU customs authorities to validate REX numbers provided in customs declarations 

against the central database. The report underlines that about 20,000 exporters have been 

registered in the EU and about 11,000 exporters have been registered in the GSP 
 

 

 

222 Report from the Commission to the European Parliament and the Council on the implementation of the 

Union Customs Code and on the exercise of the power to adopt delegated acts pursuant to Article 284 
thereunder. COM (2018) 39 final 
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beneficiary countries already applying the system.223 In October 2017, The European 

Commission and EU Member States have introduced the first version of the Customs 

Decisions System (CDS) and the Uniform User Management & Digital Signature system 

(UUM&DS) together. The Customs Decisions System represents a key step in the 

harmonisation of the way customs authorisations are managed across the 28 Member 

States. As from 1 July 2020, a major step of this system has been deployed with full 

accordance to the legal requirements, improvements and new functionalities that were 

developed in consultation and cooperation with the Member States224 Thus, October 2017 

was the target date for the Binding tariff information (BTI) system to be completed225. 

In 2017, due to the magnitude of work and complexities faced during preparation for 

system deployment, the report specifies that most of the other electronic systems were on 

track for completion in accordance with their original deadlines, set out in the Work 

Programme. Although close to eighty per cent of the Commission's work on the trans- 

European systems is expected to completed by 2020, the deadline remains an ambitious 

one, given the complexity of the task and the costs of introducing new IT systems across 

the EU.226 

On 22 June 2020, the European Commission issued the twelfth annual progress report. 

Pursuant to Article 12 of the e-Customs Decision227 under which the Member States are 

required to evaluate the progress made towards coordinating the implementation of the e- 

Customs initiative, the 2019 e-Customs annual progress report offers a different scenario. 

Annex 1 of the Report summarises the efforts made by both Member States and the EU 

Commission in 2019 in accordance with the implementation of the MASP-C e-Customs 

projects. Notwithstanding, it must be noted that the MASP-C is a constantly evolving 

document, responding to the effective progresses made towards the implementation 

projects228. The course of 2019 marked significant progress towards each of the seventeen 

electronic systems, thus a detailed operational planning is offered in terms of 

maintenance, upgrades, analysis and modelling for all national systems under MASP-C. 

Member States informed the Commission, on the basis national reports, about their status 

as ‘In Progress’, ‘Finished’ or ‘On hold’, likewise, the majority reported being in 

operations, in design of the national system, in upgrade of the national system or in 

conformance testing229. 
 

 

 

 

 

 

 

 

 

 

 

223 Ivi 9. See also REX – Registered Exporter system in the Taxation and Customs Union Section on the 

Official Website of the European Commission 
224 See also CDS - Customs Decisions System in the Taxation and Customs Union Section on the Official 

Website of the European Commission 
225 Report from the Commission to the European Parliament and the Council on the implementation of the 

Union Customs Code and on the exercise of the power to adopt delegated acts pursuant to Article 284 

thereunder. COM (2018) 39 final, 9 
226 2018 e-Customs Progress Report, 7 
227 Decision 70/2008/EC 
228 Detailed Timetable Annex I Multi-Annual Strategic Plan for electronic Customs (MASP-C), - MASP 

Revision 2019 
229 Further details on the status of every single electronic systems can be found in 2019 e-Customs Progress 

Report. 
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Table 3 Customs Union – Timeline and Key Steps230 

1 July 1968 

All customs duties and restrictions lifted between the six member countries of the 

European Economic Community (EEC). A common custom tariff replaces national 

customs duties on products from the rest of the world. Trade between the countries 

multiplies and investment and economic growth increases. 

1987 

One Single Administrative Document replaces hundreds of national customs 

declaration forms. At the same time, the common transit system is created. 

 

1992 

EU adopts the Community Customs Code, creating a common rulebook for customs 

legislation. This milestone leads to much simpler guidance for traders and customs 

alike. 

1993 

Free movement of goods become a reality: no more customs formalities at internal 

borders of the EU and no more long queues for lorries filled with goods to be checked 

at border crossings. For the first time, uniform customs legislation becomes directly 

applicable in all Member States of the EU. 

 

 
1994 

Launch of the integrated tari& of the European Union in digital format (TARIC) with 

daily transmissions to the EU Member States. It replaced the first TARIC database with 

weekly transmissions since 1987. 

 
1996 

EU-Turkey Customs Union enters into force. 

2003 

A new computerised transit system becomes operational. It is the first European 

customs system that uses electronic declaration and processing. 

2004 

10 new countries join the EU and the EU Customs Union, marking the largest 

expansion of the EU Customs Union in its history. 
 

2005 

EU launches the Customs Risk Management system that connects more than 800 

customs offices and provides a digital platform to exchange information about risks 

and irregularities. New security legislation is introduced providing for advance cargo 

information, risk-based controls and measures aimed at end-to-end supply chain 

security, including through use of technology. 

2008 

EU introduces the Authorised Economic Operator (AEO) status: an internationally 

recognised quality mark indicating that a company’s role in the international supply 
 

230 https://ec.europa.eu/commission/presscorner/detail/en/MEMO_18_4288 
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chain is secure, and that customs controls and procedures are efficient and compliant. 

It is voluntary and enables simplified customs procedures and in some cases the right 

to ‘fast-track’ shipments through some customs and safety and security procedures. 

 

2011 

Customs becomes a major actor for increased security in the EU. Common risk criteria 

for security and safety start to apply to all goods crossing the EU borders, ensuring 

equal protection of all EU citizens and member states. 

2016 

The Union Customs Code takes effect, further modernising and streamlining customs 

procedures throughout the EU. It also introduces a number of IT systems to support 

harmonised customs rules and to reduce the administrative burden for trade. Full 

implementation of IT systems is foreseen in steps, with the majority of systems being 

available by 31 December 2020, with further upgrades during the period up to 2025. 

 

2018 

The EU Customs Union celebrates 50 years of operation. 
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Table 4: Customs in numbers231 

Revenue collection 

In 2016, national customs authorities detected an amount of 537 million16 EUR 
of unpaid duties to be returned to the EU budget. 

 

Fight against terrorism and organised crime 

In 2016, EU customs seized almost 6 300 firearms, more than 1 million pieces of 

ammunitions and over 1 500 pieces of explosives in the EU. 

In the same year customs seized almost 300 tonnes of drugs (with increased 

seizures of cocaine and synthetic drugs); the quantity of drugs customs seized in 

express and postal consignments increased by 23% compared to 2015, totalling 

13 tonnes. Customs deal, on average, with 100 thousand cash control declarations 

annually, representing a total amount declared between 60 and 70 billion EUR, 

while at the same time detecting an amount of undeclared or incorrectly declared 

cash, on average, of approximately 300 million EUR per year17 . 

 

Protection of intellectual property rights – seizures of counterfeit and cultural goods 

Customs were able to detain more than 41 million of counterfeit goods which 

represented a violation of the intellectual property rights with an estimated value 

of nearly 672 million EUR in 2016 (mainly cigarettes, toys and foodstuffs). 

In the same year, customs uncovered 96 cases where fraudsters were attempting 

to smuggle European treasures out of the EU. 

 

Managing trade flows across EU borders 

Across the EU, customs deal with more than 9 customs declarations and over 

100,000 EUR of value per second and they collect duties totalling 25 billion EUR 

per year. 

EU traders today submit 99% of customs declarations electronically and they will 

be able to use customs electronic systems for other elements of their business 

operations soon, in line with the ongoing implementation of the Union Customs 

Code electronic systems. 

The speed of the customs clearance process is now very high: even customs 

declarations submitted under standard procedure (i.e. where no simplified 

procedures are availed of) are generally cleared within 1 hour (93% in 2016). 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

231 https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52018DC0524&from=EN 
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Chapter 4 - A statistical overview 

 
The Customs Union is one of the EU’s earliest achievement, and now, after more than 

fifty years of existence, can be considered as a significant success. During these years the 

Customs Union played a major role in the removal of internal borders within the advent 

of the single market on 1 January 1993 and the removal of customs formalities between 

EU Member States but also enabled the EU to compete with the rest of the world, as one 

of the largest trading blocks. The aim of this section is therefore to provide an analysis at 

an aggregate level for total trade of the evolution of the external trade, as a whole (Graph 

1) and to compare the place of the European Union in the global trade with the rest of the 

world. The overall trend can be commented on taking into account that the growth is also 

due to the fact that new countries have entered as configurations change and therefore it 

is normal to expect a growing trend. Due to the large amount of data, the last ten years of 

trade will be covered in detail. Eventually, some forecasts are made on the base of the 

Gross Domestic Product (GDP), for how the European Union EU could develop over the 

years. So that, before explaining the actual characteristics of the European Union’s trade, 

it is necessary to define the methodology. 

 
Graph 1: Trend of extra-EU (imports + exports) trade since 1958 (value in billions ECU/EUR) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Eurostat 
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4.1 Methodology 

As the EU has grown over the years, from 6 to 28 members, and legislation has meanwhile 

developed, differences could arise depending on their date of accession. The methodology 

for conducting the study consists of: 

- Definition of data sources 

- Coverage: reference period, statistical territory, Extra-EU trade (imports, 

exports and balance), trading partners 

- Unit of measure 

- analysis of the data 

Data sources. Tables in this study on EU Trade were collected by Eurostat. The data are 

based on the data available in March 2020. Data extracted in October 2020 are to be 

referred to the part "The three largest global players for international trade: EU, China 

and the USA". Graph 1 describes the evolution of the external trade since the EU's 

predecessor, the European Communities; such data from 1958 to 2009 are taken from 

Eurostat statistical yearbook: External and intra-EU trade A statistical yearbook Data 

1958 – 2010232. 

To understand the scale of change over the last decades the reference period for the 

information on international trade in goods is 1958-2019. The reference period for the 

EU’s forecasts is 2009-2029. 

The statistical territory of the European Union corresponds to the customs territory of the 

European Union233. However, the EU has not always had the same composition, in fact, 

in this analysis some problems arose. Data from 1958 to 2009 considers the Customs 

Territory concerning the 27 EU Member States, with the exception of Croatia, which 

entered the EU in 2013. Additionally, due to the Brexit issue, concerning the withdrawal 

of the United Kingdom from the European Union from 1 February 2020, EU 27 also 

refers to EU-28 - United Kingdom (UK), as summarized below. In this respect, the 

predictions are calculated without considering the UK being part of the territory. 

EU-6: Belgium (BE), France (FR), Germany (DE), Italy (IT), Luxembourg (LU), 

Netherlands (NL), 
EU-9: EU-6 + Denmark (DK), Ireland (IE), and United Kingdom (UK) 

EU-10: EU-9 + Greece (EL) 

EU-12: EU-10 + Portugal (PT) and Spain (ES) 

EU-15: EU-12 + Austria (AT), Finland (FI) and Sweden (SE) 

EU-25: EU-15 + Cyprus (CY), Czechia (CZ), Estonia (EE), Hungary (HU), Latvia (LV), 

Lithuania (LT), Malta (MT), Poland (PL), Slovakia (SK) and Slovenia (SI) 
EU-27: EU-25 + Bulgaria (BG) and Romania (RO) 

EU-28 (from 1 July 2013): EU-27_2007 + Croatia (HR) 

EU-27 (from 1 February 2020): EU-28 - United Kingdom (UK) 

 

Statistics on Extra EU trade record goods imported and exported by the EU from and to 

third countries234. 

Imports into a given Member State include goods entering the statistical territory of the 

European Union from a non-member country and are placed: 
 

232 https://ec.europa.eu/eurostat/documents/3217494/5729733/KS-GI-11-001-EN.PDF/9e06d19b-bdce- 

49e0-a766-65fbbfc78081 
233 Article 4 Union Customs Code. Regulation (EU) No 952/2013 of the European Parliament and of the 
Council. OJ L 269/1 10.10.2013 of 9 October 2013 laying down the Union Customs Code 
234 Definitions are provided by the Statistics Explained Glossary Eurostat: International Trade 
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- under the customs procedure for free circulation, either immediately or after 

a period in a customs warehouse, either in the Member State of entry or after 

transfer to another Member State; or 

- under the customs procedure for inward processing or processing under 

customs control (usually goods destined to be processed for subsequent re- 

export), either immediately or after a period in a customs warehouse. 

Exports into a given Member State include goods leaving the statistical territory of the 

European Union for a third country after being placed: 

- under the customs procedure for exports in the originating Member State or 

following transfer to another Member State where customs procedures are 

carried out; or 

- under the customs procedure for outward processing (usually goods destined 

to be processed for subsequent re import). 

 
Balance is the difference between a country's imports and its exports for a given time 

period. Largest global players refer to the main countries on the basis of their total trade 

(exports + imports) in comparison with the rest of the world. The European Union, China 

(except Hong Kong) and the USA are thus part of this section. 

 
 

Unit of measure: 

 

- trade value (in billion euro, a thousand million)235 

- shares by reporting country or by main trading partners 

- GDP, Gross domestic product measures the overall size of a country's 

economy. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
235 From 1958 to 1970 included, the convention is 1 ECU = 1 US$ 
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4.2 Development of international trade in goods 
 

Customs’ primary responsibility is the supervision of all goods entering, crossing or 

leaving the EU. The Common international trade policy of the European Union, often 

referred to as the common commercial policy (CCP), represents the EU acting as a single 

entity on international trade and investment issues, with the European Commission 

negotiating on behalf of its Member States. In 2019, EU-27 the total level of trade in 

goods (the sum of extra-EU exports and imports) recorded was EUR 4 071 billion (Graph 

2). 

 

Both imports and exports were higher in comparison with those registered in the previous 

year, with the increase for imports (EUR 27 billion) smaller than that for exports (EUR 

73 billion). As a result, the EU-27 trade balance of EUR 152 billion in 2018 increased to 

EUR 197 billion in 2019. The constant growth in both imports and exports recorded by 

the European Union from 2003 was partially reversed in 2009 reflecting, at least in part, 

the impact of the global financial crisis at the end of 2008. 

 

The peak reached in 2008 led to a significant change in the EU-27’s trade balance for 

goods. Imports were valued at EUR 1555 and the value of exports somewhat lower, EUR 

1421, which respectively fell to EUR 1193 and 1184, due to the economic crisis. In other 

words, the value of extra-EU trade turned out to be in a rapid decline, with a trade deficit 

for goods of EUR 134 billion in 2008, reversed by 2012 of EUR 68 billion surplus 

recorded. However, between 2009 and 2012, there was a swift recovery in the value of 

both imports and exports which started to rise quickly, and then stabilize at a limited 

growth rate. Apart from the surplus peaked in 2016 at EUR 264 billion, dropped to 

EUR 197 billion in 2019, during years, the imports and exports followed roughly the same 

pattern. 

 
 
Graph 2Development of international trade in goods, 2002-2019 (Bn Euro) 

 

 
 

 
Source: Eurostat 
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Graph 3Imports trade since 2002 (value in billion EUR) 

 
Source: Eurostat 

 

Graph 3 shows the minimum and maximum import value, EUR 1193 billion and EUR 

1555 billion respectively, in relation to the impact of the 2008 financial crisis. 

Furthermore, it is also highlighted the highest value of extra-EU imports since 2002. 

 

 

Graph 4: Exports trade since 2002 (value in billion EUR) 
 

Source: Eurostat 
 

The graph reveals the minimum and maximum exports value noted before and after the 

outbreak of the crisis, EUR 1421 billion and EUR 1184 billion, respectively. Moreover, 

the gradual advancement, above their pre-crisis value in 2010, observed exports peaked 

at EUR 2 132 billion. 
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The table shown below presents trade exchange trends of EU6 from 1958 to 1972, EU9 

from 1973 to 1980, EU10 from 1981 to 1985, EU12 from 1986 to 1994, EU15 from 1995 
to 2003, EU25 from 2004 to 2006, EU27 from 2007. 

 
Table 5: Trend of extra-EU trade since 1958 (value in billion ECU/EUR) 

 
 

YEAR EXPORT IMPORT Balance 

1958 EU6 15 16 0 

1960 19 19 0 

1970 45 46 -1 

1979 EU9 192 217 -25 

1980 221 270 -49 

191 EU10 266 304 -38 

1985 380 400 -19 

1986 EU12 345 337 8 

1992 438 490 -52 

1993 488 487 0 

1994 515 539 -24 

1995 EU15 573 545 28 

2001 986 1028 -43 

2002 999 941 58 

2003 968 938 30 

2004 EU25 1061 1023 38 

2005 1144 1171 -27 

2006 1267 1343 -76 

2007 EU27 1361 1428 -67 

2008 1421 1555 -134 

2009 1184 1193 -9 

2010 1436 1471 -35 

2011 1624 1666 -42 

2012 EU 28 1771 1702 69 

2013 1780 1631 149 

2014 1797 1625 172 

2015 1876 1648 228 

2016 1867 1602 265 

2017 1995 1772 223 

2018 2060 1908 152 

2019 2132 1935 197 

Source: Eurostat 
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4.2.1 Main players for international trade in goods 
 

International trade, particularly the amount of imports and exports recorded for a certain 

period of time, is an important indicator to measure a country’s economic activity, 

showing its weight on the world stage. Recent trends have shown that China, the 

European Union and the USA are the three largest global players compared to the world’s 

major economies (Graph 5). 

 

Graph 5 Main players for international trade in goods, 2019 (billion EUR) 
 
 

Source: Eurostat 
 

The total value of international trade in goods (exports and imports), observed for the EU- 

27 was EUR 4 071 billion, in 2019. Generally speaking, EU trade is characterised by a 

permanent but limited trade deficit. In the same year China recorded EUR 331 billion 

above the level attained to the United States, accounting for EUR 4.093,8 billion and EUR 

3.762,2 respectively. Looking at exports by value, the world’s highest values at 

EUR 2 239 billion was observed in China, followed by the EU and the United States, 

which recorded values of EUR 2 132 billion and EUR 1 469 billion. Therefore, the 

United States had a higher value, EUR 2293 billion, in terms of imports, than the EU 

(EUR 1 938 billion) and China (EUR 1 855 billion). Together these countries, recorded 

by far the world’s highest trade in goods values, accounting for around 42 % of global 

exports and 43 % of global imports of goods. 
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4.2.2 Shares in the world market for exports of goods, 2019 
 

Observing at the flows of exports and imports, with regard to the share of global exports 

and imports of goods, the EU-27 is one of the world’s largest players in international 

trade, with second largest share of global exports and imports of goods (see Graph 6) in 

2019. More specifically, the EU-27’s exports account for the 15,4% of the world total 

likewise its imports for the 13,7%. Must also be noted that, in 2019, China’s share of 

exports (16,2%) is equivalent to United States’ share of imports. In other words, China 

exports more goods than other countries, while the United States imports more. 

Graph 6: Imports plus exports, % share of total trade 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 China EU-27 United States Japan South Korea 

United 
Kingdom 

Rest of the 
world 

Imports 13,1% 13,7% 16,2% 4,6% 3,2% 4,4% 44,8% 

Exports 16,2% 15,4% 10,6% 4,6% 3,5% 3,0% 46,7% 

 

 
Source: Eurostat 

 

Main trading partners for exports of goods, EU-27, 2019 (% share of extra EU-27 exports) 

 

According to the majority of the Eurostat's publications, one thing is certain: The United 

states has traditionally been, and still remains today, the EU’s major trading partner. In 

2019, the United States recorded a share of 18,0% of goods exported from the European 

Union, followed by the United Kingdom, as the second largest destination with 14,9% of 

the total, whereas China observed 9,3%. These three destination markets for EU-27 

exports of goods, together with the destination in the chart below, accounted for almost 

three fifths (59.3 %) of all EU-27 exported goods. 

 

Unlike exported goods, the EU has registered slightly different values in terms of imports. 

The seven largest suppliers were relatively the same of the largest destination, although 

the graph shows that the share of the EU-27’s imports of good is higher than their share 

of EU-27 exports of goods: 60,7 % compared to 59,3%. Furthermore, with 18.7 % of all 

imports, China was the largest supplier of goods into the EU-27 in 2019. 
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Graph 7: Main trading partners for exports of goods, EU-27, 2019 (% share of extra EU- 

27 exports/imports) 
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Source: Eurostat 

 

4.2.3 Extra EU-27 trade in goods, 2019 (% share of EU-27 exports/imports) 

Among the EU Member States, Germany is by far the main partner. With a share of extra 

EU-27 trade accounting for almost 30% of EU-27’s exports of goods to non-member 

countries and contributing for more than one fifth, 21%, of the total imports. Right after 

Germany, France and Italy, followed by the Netherlands are the next three trade partners, 

considering their amount of both and imports share. Looking at the graph, it is interesting 

to note the relatively high share for the Netherlands, compared to the other member states. 

This value has been attributed, by statistics, due to the considerable amounts of goods 

that flow into the EU through Rotterdam, as the EU’s leading seaport. 

Graph 8: Extra EU-27 trade in goods, 2019 (% share of EU-27 exports/imports) member 

states 
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4.3 A political overview 

 
Statistics have shown how the European Union recovered from the eurozone crisis in 

terms of volume of trade. Its causes are subject of various debates, but certainly has been 

connected to the more specific weakness in the governance of the single currencies, 

namely, the failure of states to follow rules or of the European institutions to enforce 

them. Put simply, the European Union suffered of a lack of political and economic 

integration. How far is politics involved in the decision taken by the European 

Commission? The considerable complexity of the economic crisis raised several 

challenges and dilemma for the EU; therefore, numbers of activities have been addressed 

to this issue. Challenges reflects Member states’ responsive position on the subsequent 

political choices for the future of the EU agenda, and on what kinds of agenda different 

actors support. A system of ad hoc regular meetings of heads of governments of eurozone 

member states led the way, to become then institutionalized, in response to the crisis. 

While the crisis opened old debates concerning economic discipline, as orthodox, neo 

liberal or ordoliberal perspectives as well as Keynesian positions236, it also observed the 

importance of national-level leadership. In this context Member states played a central 

role in driving reforms. Generally allied on different poles concerning the 

abovementioned economic debate, German Chancellor Angela Merkel237 and French 

President Nicolas Sarcozy238, often identified by the European press as Merkozy239, 

shared similar views as considering further fiscal coordination and integration as the main 

reforms to resolving the crisis. However, in her way to manage to persuade Sarcozy, 

German Chancellor’s position on her economic agenda was then put under discussion 

with the election of François Hollande240 to the French Presidency in 2012. Hollande, 

more closely oriented towards a pro-growth position than his predecessor, assumed hardly 

opposed positions to that of Merkel. He tried to promote Eurobonds, the creation of a 

European Banking Union (EBU), which were far away from German’s priorities, 

however he found strong support for his programme in the European Commission. During 

this period, analysts described the role of Germany, already the eurozone’s leading 

economic power, as hegemon within the EU. In this respect it is interesting to note an 

article contained in The Economist, which claimed that: in Beijing or Washington DC, 

the question: Where is Europe Going? Has become synonymous with: What do the 

Germans want?241. Nowadays an answer has not yet been found when considering the 

European Union collectively as a Union, but the concept of German hegemony was at 

least partially accurate242. 

In 2010 the European Commission launched the Europe 2020 strategy. Europe 2020 

emphasized smart, sustainable and inclusive growth in order to improve Europe’s 
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competitiveness and productivity for the 2010-2020 decade. Smart growth to be achieved 

by developing an economy based on knowledge and innovation, thus, sustainable which 

requires a more efficient, especially greener and more competitive economy, eventually, 

inclusive growth refers as to fostering a high-employment economy delivering social 

territorial cohesion Therefore, unlike its predecessor, the Lisbon Strategy, the context in 

which the Commission developed its programme was quite different. The new strategy 

was not simply a response to the crisis, but an attempt to reform Europe’s growth model. 

Specific issues were addressed, as government to act in the fields of employment, 

education, research and innovation, social inclusion and poverty reduction. The difficult 

economy climate of the then-emerging crises forced governments to collaborate in a 

stronger manner than was the case in relation to the Lisbon Strategy243. 

 
 

4.4 2018: 50 Years of Customs Union 

 
The Customs Union is a very successful story to be told. Internally has grown 

significantly with its 28 members, sharing the same values, principles of peace and 

growth. Externally, disparities have grown in terms of development. In this sense Europe 

has a double face, is perceived as haven of prosperity as much as feelings of the drama of 

the war are present. As said in Chapter 2, the European Customs Union is an example of 

successful integration within Europe which set the foundation for economic integration 

and stable growth, becoming today the largest trading block in the world, right after 

China. However, this could have not be possible without the abolition of tariffs, and the 

internal borders, which is precisely what the Customs Union provides. Ever since its 

establishment, the fundamental elements of the Customs Union have not changed. The 

abolition of Customs duties between Member States and the application of a Common 

Customs tariff (CCT) in relation to third countries are the primary responsibility for the 

supervision and control of goods flowing the EU from 50 years. Since the turn of the 

twenty-first century, the EU’s customs policy landscape saw relevant changes in its 

customs strategy and measures considering both the increase of the international trade 

and finding the correct balance between trade and security. Nowadays the Customs Union 

face an uncertainty, complex and ambiguous word scenario. Statistics have shown how 

trade volumes grew, and continues to rise, business operations are becoming complex 

since trade wars terminology joined the international scenario, within international 

terrorism gaining advantages as well as narcotic cartels doing business. Last, but not least, 

for the first time in history, a member state agreed to leave the European Union. In view 

of the changes in the world scenario throughout the last few years, Customs authorities 

have been fundamental. As specified in Article 3 of the Union Customs Code (UCC) the 

role of the Customs is crucial when it comes to goods crossing the customs borders244. 

The overall mission of the EU Customs Union resulted as to simplifies legitimate trade, 

applying the level of the necessary controls in order to guarantee financial protections, as 

well as ensuring security and safety to the EU citizens. In this respect, Customs activities, 

on the behalf of the European Commission, were strongly oriented towards one goal: 

protection at all levels. Thus, deploying appropriate technology solutions thought 

enhanced policy and operational structures based on partnership, designed to meet today’s 

challenges, might be the answer as a first line of defence. In recent years, new and 

complex threats to intern security have emerged, becoming cross-border in nature, and 
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highlighting the importance of closer cooperation at all levels. In particular, Customs 

were at the forefront of the fight against terrorism and organised crime. In the aftermath 

of the 2001 attack on the World Trade Centre in New York, the European Union provided 

for its contributions by introducing security amendments to customs legislation. As result, 

an EU-wide deployment of common risk criteria and cargo risk analysis, as well as a 

Common risk Management Framework were introduced. These instruments would have 

been essential to help customs to share operational risk information, and to help customs 

authority, which manage to control a large amounts of cash in and out the EU, to prevent 

money laundering and terrorist financing. Eventually a closer cooperation with borders 

and security authority is necessary. The first Biennial Report from the Commission to the 

European Parliament and Council, adopted on 5 July 2008, on the development of the 

Customs Union and its governance, identifies the strengthening of controls and tackling 

fraud as one of the task assigned to Customs Administration, besides the collection of 

tariffs, as new areas to be covered to faced new challenges245. Customs fraud is one of the 

threats. The increasing digitalisation and the development of new technologies presents 

both opportunities and threats. It is true that due to the dematerialisation of physical 

customs controls the economic operators have changed and benefit their way of work, 

however, customs frauds gained from these developments and in the last few years there 

were important progress to help to ensure a common approach to customs financial risk 

management across the EU246. The Customs 2020 programme, launched on 1 January 

2014, is the current EU customs cooperation programme and runs until 31 December 

2020, as decided by the framework of Regulation (EU) No 1294/2013 establishing an 

action programme for customs in the European Union for the period 2014-2020 (Customs 

2020)247. The aforementioned programme, besides aiming at supporting the functioning 

and modernisation of the Customs Union is oriented thereby to strengthen the internal 

market by fostering cooperation between participating countries, their customs 

authorities, and officials248. Thus, in the last few years there have been calls for a unified 

approach to the Customs Union, and for a more coherent overall approach so as to manage 

these challenges. The European Parliament has observed that different customs systems, 

in particular as regards customs duties and customs clearance, create fragmentation, 

additional administrative burdens and delays, which cause uncertainty and market 

disparity249. Moreover, the European Court of Auditors stated that the financial interests 

of the European Union have been negative affected by a malfunctioning or ineffectiveness 

of the provisions of Community legislation250. Eventually the European Economic and 

Social Committee argued that an effective application of customs policies is strictly 
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related to efforts to minimise the possibility to avoid different interpretations by Member 

State administrations251. 

 
 

What has been described as a paradox is to be found in part of the Customs success 

coming from officials and policymakers who came together in Brussel to set up a 

framework of rules applicable across the entire EU. The Customs Union, serving as an 

example to the international standards, acts therefore paradoxical when after presenting a 

program for a paperless Customs,252 delivers 28 separate software based on the same 

framework of rules, for each member states. In other words, for every component the 

same process is done 28 times to perform the same function. This choice of 

implementation has been subject of evaluation during the Estonian Presidency of the 

Council of the EU, and results indicate that this practice is indeed problematic. The cost 

of developing IT systems has been valuated as close to 2 billion Euro. Nevertheless, it is 

very important to underline that probably, this figure is even larger, because it does not 

include the cost that business required. Besides these issues, in the previous section has 

been underlined how far different timetables developed across the countries, concerning 

the IT systems. The only possible explanation of the reason why some countries are in 

advance in their application process is due to failures to meet the agreed implementation 

deadlines. In fact, some changes require years to be introduced and when that finally 

happens, they are already outdated. For instance, safety and security measures took eight 

years before being fully implemented. However, it must be noted that IT systems are also 

subject of replacement as new regulations entering into force or technologies providing 

new opportunities253. 

The terrorist attacks in the European Union over the last years, as the devastating terrorist 

attacks in Paris and the Bataclan theatre and unfortunately many other places, have 

underlined the importance and urgency to extent measures at European level. Leadership 

on the broadest front is what is needed now, said President Jean-Claude Juncker254 in the 

State of the Union Address 2018, when referring to the Commission new proposals 

including the fight against terrorist offence as a response to the Europeans, rightly 

expecting their Union to keep them safe. We need to be able to prosecute terrorists in a 

more coordinated way, across our Union – continues - Terrorists know no borders. We 

cannot allow ourselves to become unwitting accomplices because of our inability to 

cooperate. It is clear from this speech that in table of the Commission’s proposal certainly 

further strengthen of the security at the EU external border and contributing to tackling 

terrorist financing, are the priorities to be addressed. To do so, President Juncker shared 

his view on the future of the European Union, calling for a strong and united Europe as 

the only way to protect our citizens against threats internal and external – from terrorism 

to climate change. […] protect jobs in an open, interconnected world, […] can master 

the challenges of global digitisation255. 

In that spirit, as announced in President’s Juncker 2018 State of the Union and included 

in the 2019 Management Plan of the Directorate General for Taxation and Customs Union 

(DG TAXUD), the activities for  the year take into account many issues, consider 
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strategies for future development, new approaches along with different ways of working, 

given the possibility of greater responsibilities in the future. DG TAXUD covers many 

technical aspects as monitoring how EU tax rules are implemented and applied by 

Member States or remove tax obstacles and resolve double taxation issues. However, it 

continues its core activities related to tasks for both a day-to-day operation of the Customs 

Union, and long-term measures. Pierre Moscovici, Commissioner for Economic and 

Financial Affairs, Taxation and Customs, said: "Protecting the European Union's 

customs territory and implementing our common rules on taxation require strong 

cooperation between the relevant national authorities. Our new Customs and Fiscalis 

programmes will help to make that happen. […] they provide a true European added 

value, offering unprecedented advantages to Member States' tax and customs authorities 

as they work together in the interests of our citizens and businesses. " The Commission 

has therefore put considerable efforts for the next long-term EU budget 2021-2027, 

proposing programmes aimed at making tax and customs cooperation between Member 

States better and more efficient, and seeking to make rapid progress on the three new 

spending programmes – Fiscalis, Customs and Customs Equipment256. 

 

In this context the Commission believes that the Union Customs Code, especially the new 

framework of the UCC, is a key element in reinforcing the cooperation between the EU 

and its Customs Union. 

In fact, the strong risk-management provided in the Code, is aspect to improve the 

Custom’s ongoing role in the security of the EU internal market. However, how has been 

noticed in section 3.1 of the present chapter, despite customs legislation is adopted at EU 

level, its implementation must be accompanied with a stronger cooperation with 

Member’s State customs authorities, to ensure uniformity and effectiveness. Cooperation, 

in order to obtained maximum benefits and equivalents results, must also be based on a 

common understanding of the rules, as a crucial element for the correct implementation 

of the European Agenda on Security and to an effective and genuine Security Union257. 

 
Among the number of sectoral specific initiatives recognized by the First Biennial Report 

on progress in Developing the EU Customs Union and its Governance, and to be 

discussed in the customs policy fora is harnessing innovation. Markets, trade and 

technologies are dynamic, and the Customs Union must support these developments258. 

Cross-borders operation are very complex: a large amount of information is exchange, 

including different policy areas, Customs, transport, environmental protection, safety, and 

security, thus many actors are involved in the supply chain. Over the last 20 years the 

international scenario in which goods can move freely has been shaped by digital 

technologies. As a consequence, industries are being modernized, traditional processes 

are changing, and public authorities are trying to grasp opportunity from this ever- 

growing world, in order to contribute to adapting policies within the leading market 

trends. To be more specific, the efficiency, reliability and cost-effectiveness around 

Customs are closely linked to the ongoing process of digitalisation, providing for a large 

potential for the improvement in both business and administrations fields. However, it 

must be noted that the European Union has been suffering from from low level of 

competitiveness, as a result of the outbreak of the global and financial crisis at the end of 

2008. And it is known how much EU competitiveness is crucial in an ever-increasing 
 

256 EU budget: Boosting cooperation between tax and customs authorities for a safer and more prosperous 

EU. Press Corner of the European Commission 

https://ec.europa.eu/commission/presscorner/detail/en/MEX_18_4103 
257 Management Plan 2019 DG TAXUD, 7 
258 Communication from the Commission to the Council and the European Parliament First Biennial Report 

on Progress in Developing the EU Customs Union and its Governance COM/2018/524 final 



97  

global economy. Today’s new digital reality plays a major role in influencing the EU’s 

competitiveness, in fact, new business models, ways of working, automation, 

fragmentation and innovation in the value chain have already been discussed with 

Member States on several fora. Therefore, the Customs Union cannot be static, thus, it is 

crucial to keep pace within the harness evolving technologies, concerning in particular, 

data analytics and the upcoming blockchain approach259. 

Blockchain is a new technology that represents a potential and innovative solution that 

would develop new approaches for the supply chain. Blockchain technology was 

originally developed to share information and collect online transactions of the 

cryptocurrency, notably, Bitcoin260. By creating trust in data exchange, it is possible for 

large groups of people or organisations, blockchain has grown and evolved into a new 

method of storing data, in which digital information are allowed to be distributed but not 

copied or altered. Such services have a double aim: from the one hand are made to 

enhance services in both public and private sectors, thus making a better use of public 

sector while preserving data integrity, on the other hand a better control of data with 

citizens interacting with public administration would reduce fraud, improve access within 

and across borders. The European Union, therefore, believes that applying blockchain 

technology properly would provide industries, economies, and the European society as a 

whole, with a significant amount of benefits. For this reason, the European Commission 

is putting a lot of efforts in supporting blockchain in policy, legal, regulatory, and funding 

terms. In February 2018 it launched the EU Blockchain Observatory and Forum in 

February 2018 with the intention to invest € 300 million in projects supporting the use of 

blockchain in a number of technical and societal areas. The result of these coordinated 

efforts was reached on 10th of April 2018, when 21 Member States and Norway agreed 

to sign a Declaration creating the European Blockchain Partnership (EBP) and cooperate 

in the establishment of a European Blockchain Services Infrastructure (EBSI). Since 

then, eight more countries have joined the Partnership, and today the total number of 

signatories is 30261. In the future, all public services will use blockchain technology, said 

Mariya Gabriel, Commissioner for Digital Economy and Society. She shared her views 

to the signature of the declaration underlining that: Blockchain is a great opportunity for 

Europe and Member States to rethink their information systems, to promote user trust 

and the protection of personal data, to help create new business opportunities and to 

establish new areas of leadership, benefiting citizens, public services and companies. The 

Partnership launched today enables Member States to work together with the European 

Commission to turn the enormous potential of blockchain technology into better services 

for citizens262. 

Given its role in shaping future policies and improving EU Customs Union, a number of 

activities have been done to explore Blockchain platform as the workshop on Blockchain 

for Customs and Taxation IT systems, jointly organised with the Maltese authorities 

between the 29 and 30 May 2018, was well welcomed in some Member States and turn 

into interesting discussions263. Whereas Member States embraced Blockchain 

technology, underling its potential to be harnessed to further build the EU Customs Union 

digital agenda. In other words, Member States saw technology’s potential as a new tool 
 

259 Communication from the Commission to the Council and the European Parliament First Biennial Report 

on Progress in Developing the EU Customs Union and its Governance COM/2018/524 final 
260 European Commission Website - Blockchain Technologies https://ec.europa.eu/digital-single- 

market/en/blockchain-technologies. See also Comandini G.L., (2020), Da Zero alla Luna, Flaccovio Dario 

editore, Palermo. Cointelegraph Bitcoin & Ethereum. Blockchain news, www.cointelegraph.com. 
261 DECLARATION - Cooperation on a European Blockchain Partnership, 10 April 2018 
262 https://ec.europa.eu/digital-single-market/en/news/european-countries-join-blockchain-partnership 
263 Commission Staff Working Document Fiscalis 2020 Programme - Progress Report 2018, Brussels, 

3.12.2019 SWD (2019) 429 final 

http://www.cointelegraph.com/


98  

for developing the digitisation of the EU Customs Union. However, as stated by Mr. 

Paulo José Santos, Director of DG TAXUD’s digital pole, […] the blockchain is no 

panacea, no general solution. We should address the challenges that come with it in order 

to capitalise on its opportunities as they arise in the coming years. The Commission 

believes we should go through our learning curves together with the Member States264. 

Determined in continue to study activities that could benefits the EU Customs Union 

through Blockchain, DG TAXUD observes that for how much important and innovative 

Blockchain is, it is also important to keep in mind that it is not the solution to all problems, 

at least, the years to come may represents pilot solutions for operational use for the 

creation of EU Blockchain services. Even though the Customs Union, on the behalf of 

the Commission, committed itself to continue to maintain its reputation as a frontrunner 

in the implementation of technological solutions for the benefits of its citizens. In the age 

of globalisation, trade is one of the main drivers in the development of the world. At the 

same time international trade is assuming the largest transformation ever. New global 

value chains, cryptocurrencies, online transitions are placing enormous pressures. All of 

these changes call for a new way of Customs management. As the leading trading block 

in the world the European Union has the responsibility to lead the global Customs 

transformations. The Customs Union of the European Union plays a privileged role in 

comparison the nations involved, as meaning that having a free internal movement of 

goods and a strong border management makes it advantaged. Despite the strong body in 

which the Customs Union is build, at the institutional levels some innovations are needed 

to keep pace with innovations. In other words, the decision-making process and 

implementation time are relative slow, and this may appear as a barrier to the effective 

role the EU plays international265. 

E-commerce is another emerging channel of trade future, by now, well known by the 

Commission. Customs nowadays deal with an exponential increase in the volumes of 

goods being bought online outside the EU in terms of controls and collection of the 

applicable duties. In this context, Customs are in the forefront to apply the effective 

controls to tackle fraud as the main priority and, at the same time, and to support and 

facilitate the development of this newly form of trade, which brings benefits to businesses 

and citizens. Commonly referred to as the tsunami of small consignments to be faced by 

border agencies, E-commerce is the new phenomenon that provided the Customs Union 

with new opportunities. In the context of the world economy it represents the primary 

access to the global markets in which transitions all over the world are instantly possible. 

There are many Customs partners in e-commerce: other national Customs 

administrations, national Tax administrations, border guards, sanitary and veterinary 

inspections, buyers, vendors, online platforms, international organisations including EU 

institutions and agencies, Customs brokers and agents, payment-services providers, 

transport and logistics operators, express couriers, postal service providers, port 

authorities, Intellectual Property Right holders, government enforcement agencies, web 

registers and internet providers. With so many partners appear therefore difficult to collect 

data, and that is why modern schemes are being developed266. 

The challenges ahead, not only for the Customs Union but for the whole of the EU, 

include the managing of the withdrawal of the United Kingdom from the European Union 

and its Customs Union. Managing Brexit is another priority issue contained in the 
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forementioned, First Biennial Report267. United Kingdom’s departure from the EU, and 

the consequent change in third country will have a substantial impact on all custom 

process to which Member States must adapt. In particular, the activities and the choices 

related to the preparation for this historical withdrawal consider both legal acts to be 

adopted and technical-administrative measures to be re-examined in close cooperation 

with the Commission as well as between Member States themselves. Likewise, customs 

adjustments to IT systems and any other aspects which have to be addressed. In the light 

of this, an increased demand for cooperation, and additional costs are required. Moreover, 

trade relations between the UK and the rest of the EU will be affect268. 

The Agreement on the withdrawal of the United Kingdom of Great Britain and 

Northern Ireland from the European Union and the European Atomic Energy 

Community is hereby approved on behalf of the Union and of the European 

Atomic Energy Community. The text of the Agreement is attached to this Decision. 

Any references to the Union in this decision shall be understood as including the 

European Atomic Energy Community 

Article 1 

The Council may authorise the United Kingdom to express its consent, in its own 

capacity, to be bound by an international agreement intended to enter into force 

or be applied during the transition period, in an area of exclusive competence of 

the Union. Such authorisation may only be granted if: (a) the United Kingdom has 

demonstrated a specific interest in the international agreement in question 

already entering into force or applying during the transition period; 

(b) the international agreement in question is compatible with Union law 

applicable to and in the United Kingdom in accordance with Article 127 of the 

Agreement and is compatible with the obligations referred to in Article 129(1) of 

the Agreement; 

and (c) the entry into force or application of the international agreement in 

question during the transition period would neither put at risk the attainment of 

an objective of the Union’s external action in the area concerned nor be otherwise 

prejudicial to the Union’s interests. 

 

Article 3 

The situation is very complex, in particular due to the considerable uncertainties linked 

to the withdrawal itself. However, it consistently evolved since the publication of the 

Report. From 31 January 2020 the United Kingdom left the European Union and entered 

a transition period, which is currently planned to last until 31 December 2020. In 

accordance with the Withdrawal Agreement, during the transition period the United 

Kingdom is no longer a Member State of the European Union or of the European Atomic 

Energy Community (EAEC). As a third country it remains outside the EU’s decision- 

making processes. However, all EU law, continues to apply, without being no longer 

represented in the EU institutions as the European Parliament and the EU Council of 

Ministers, agencies, offices, or any other EU bodies. In terms of Customs, the United 

Kingdom will remain in the EU Customs Union and in the Single Market with all four 

freedoms (of movement of goods, capital, persons, and services), thus, it will be business 

as usual for citizens, consumers, investors, and researchers in both the EU and the UK. In 

fact, due to the end of the transition period coming and the effective departure of the 
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Union Kingdom, the workload of the EU Customs authorities has increasingly grown 

However, even if a highly ambitious partnership has been agreed, serious consequences 

for public administrations, businesses and citizens will be inevitable, as of 1 January 

2021, and future EU-UK relationship remains unknown269. 

 
4.4.1 The Future of the EU Customs Union 

 
In May 1950 Robert Schuman270 said, “Europe will not be made at all once, or according 

to a single plan. It will be built through concrete achievements which first create a de 

facto solidarity”. After 50 years of existence, it is possible to say that one of those 

concrete achievements is, undoubtedly, the Customs Union. “The time when France 

makes proposals in order to move forward with Europe […] has returned, and I’m 

thinking right now of Robert Schuman who, in Paris on 9 May 1950, was bold enough to 

propose building Europe. I remember his powerful words: ‘A united Europe was not 

achieved, and we had war.271” These ambitious words come from French President 

Emmanuel Macron’s272 landmark speech on Europe, in September 2017, at the dawn of 

the 50th anniversary of the Union. Mentioning European Union’s founding fathers, 

Robert Shuman, Macron outlines his vision for the Continent. Some might say that it is 

never the right moment to talk about Europe, argues Macron, it is always too early or too 

late. Even though the Customs Union is stable reality, where, together with the European 

Union, battles, history, identity and horizons lie, it is constantly challenged by issue 

concerning all political areas, that makes Heads of state and citizens reflect on its future 

for their own county at first. In such a reflection the success of a forward-looking Customs 

Union is to be found in more coordination and cooperation at national and institutional 

levels, likewise, border management and security priorities, to give every citizen, future. 

At time of writing, the future of the Customs Union is outlined in the most recent 

Communication from the Commission, named Taking the Customs Union to the Next 

Level: A Plan for Action, of the 28 September 2020273. Smarter, more innovative and 

more efficient European customs in the next four years is the purpose of the measures of 

the new Action Plan for the Customs Union recently approved by the European 

Commission. The plan benefitted from an innovative foresight The Future of Customs in 

the EU 2040 project, which aimed to create a shared strategic understanding among key 

stakeholders of ways to address current and future customs challenges and to outline a 

vision of what European customs should look like in 2040. The President of the European 

Commission, Ursula von der Leyen, had already made clear her vision about Customs’ 

future. In her political guidelines for the new Commission’s term of office published on 

16 July 2019 she said that the Customs Union needed to be taken to the next level, in 

particular, by ensuring an integrated European approach to customs risk management, 

which supports effective controls by EU Member States. “It is time to take the Customs 

Union to the next level, equipping it with a stronger framework that will allow us to better 
 

269 Agreement on the withdrawal of the United Kingdom of Great Britain and Northern Ireland from the 

European Union and the European Atomic Energy Community2019/C 384 I/01 XT/21054/2019/INIT OJ 

C 384I , 12.11.2019, p. 1–177. See also Brexit checklist for traders – July 2020, Brexit, how to get ready 

for the end of the transition period July 2020 
270 La Fondation Robert Schuman - Le Centre de recherches et d'études sur l'Europe, 

https://www.robertschuman.eu/en/ 
271 Initiative for Europe, Speech by M. Emmanuel Macron, President of The French Republic, Paris, 26 

September 2017 
272 E.Macron, Revolution : c'est notre combat pour la France, XO, Paris, 2016 
273Communication from the Commission to the European Parliament, the Council and the European 
Economic and Social Committee Taking the Customs Union to the Next Level: a Plan for Action, COM 

(2020) 581 final 

http://www.robertschuman.eu/en/


101  

protect our citizens and our single market”. She said that the Commission would propose 

“an integrated European approach to reinforce customs risk management and support 

effective controls by the Member States274.” The Action Plan does just that. The document 

outlines a number of actions aimed to make EU customs smarter, more innovative and 

more efficient over the next four years, by responding to four areas of intervention: risk 

management, e-commerce, compliance, and the Customs Union acting as one. The 

announced measures confirm its major role in protecting EU revenues and the security, 

health and prosperity of EU citizens and businesses. Concerning the Risk management, 

the Action Plan emphasised in particular on ensuring greater availability and use of data 

and data analysis for customs purposes. It calls for intelligent, risk-based supervision of 

supply chains likewise establishing a new analytics hub within the Commission for 

collecting, analysing and sharing customs data that can help customs authorities identify 

weak points at the EU's external borders and prevent future crises. While these issued 

have been addressed in the previous section, and are now being reinforced, as the risk 

management amply discussed when referring to the Union Customs Code (UCC) in order 

to achieve an even more responsive and structured approach, likewise the potential use 

of the e-commerce to help fight customs duty and tax fraud, what is meant for actin as a 

one? unity and inner strength. Member States already cooperate with each other in 

different areas, Presidential meetings have always characterized the history of the 

European Union, however, that is not enough. In order to be achieved, core priorities of 

Customs require a broader and more operational cooperation among customs authorities 

on a thematic or geographical basis, or in this respect, the EU must act as one on customs 

matters at international level. Given the customs authorities responsible for performing a 

wide and increasing range of controls, the Commission underlines how much is important 

to address imbalances between Member States in customs controls275. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

274 Von der Leyen, U., (2019), Policy Guidelines, a Union that strives for more, 16 July 2019 
275 Communication from The Commission to The European Parliament, The Council and The European 
Economic and Social Committee Taking the Customs Union to the Next Level: a Plan for Action. COM 

(2020) 581 final 
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4.5 What European customs should look like in 10 years: a statistical forecast 

In the context of empirical evidence relating to the gains from the European Economic 

Community much attention was paid to the possible effects of a customs union. Although 

defined as a very difficult task, a surprisingly large proportion of the voluminous literature 

on the subject is devoted to this matter, to serve as the basis for the promotion to economic 

integration among other, mainly developing, countries. For instance, the rapid rates of 

growth of the member countries of the EEC and EFTA in the 1960s created a presumption 

that economic integration has an important effect on the level and growth of economic 

activity276. 

Forecasting is the process of making statements about events whose actual outcomes have 

not yet been observed. In other words, this section uses data from previous events, 

combined with recent trends to come up a future event outcome277. The most common 

indicator to measure economic activity is GDP, it captures the broadest coverage of the 

economy better than any other macroeconomic variables. So, the present study projects 

how much the EU economy is forecast to grow within 10 years. Given the UK’s 

withdrawal from the EU as of 1 February 2020, despite having significantly contributed 

in the total EU28 GDP in the 2009-2019 period278, likewise, projections for 2020-2029 

are based on a purely technical assumption of the annual percentage compared with 

previous year, therefore data must be read considering the following terms279: 

 

- Period: 2009-2029 

- Countries: EU27 

 

Analysis of available data starts from the structure of GDP components provided by 

annual growth. The purpose is to find a relationship between these data with relevant 

indicators, and able to provide useful information to estimate GDP in the following years. 

In the period 2009 to 2019 the annual GDP grow in the EU was quite volatile. The global 

financial and economic crisis resulted in a considerable reduction in the rate of increase 

for GDP in the EU-27 in 2009, with GDP dropping by more than 4 % (see Graph 9), 

followed by a recovery in 2010, with negative annual rates of change for GDP recorded 

as -4.3% increased by 2.2% in 2010. A further gain of 1,8% is observed in 2011. The rate 

of growth slowing somewhat in succeeding years and recorded negative value and almost 

negligible in 2012 and 2013, respectively -0,7 % and 0,0%. Eventually a positive rate of 

change was recorded in 2014, 1.6%. From 2015 and 2018, growth remaining considerably 
 
 

276 To name a few, statistical measurement of production effects in a European Union has been attempted 

by Verdoorn. He estimated the amount of possible trade creation and trade diversion for a hypothetical 

customs union consisting of the, then, present Common Market countries, Great Britain, and the three 

Scandinavian countries, on the basis of the 1952 trade matrix. P.J. Verdon, Two Notes on Tariff Reduction, 

Appendix III in Social Aspects of European Economic Cooperation, Report by a Group of Experts (Ohlin 

Report), 1956, pp 160-69, International Labour Office, Geneva. Subsequently quoted and used by Scitovsky 

in T. Scitovsky, Economic Theory and Western European Integration, Allen and Unwin, 1958, pp. 64-78 

Another investigation into the possible gains from trade, relating only to the United Kingdom, has been 

made by H.G., Johnson H. G., The Gains from Free Trade with Europe: An Estimate, Manchester School 

of Economic and Social Studies, Vol. XXVI No.3, 1958, pp247-55. 
277 Eurostat Glossary: Forecasting 
278 United Kingdom’s GDP in 2019 was 2.180 billion PPS. Eurostat 
279 Data on GDP are extracted in August 2020 from the Eurostat. This forecast does not consider the unusual 

uncertainty surrounding economic projections related to the impact of the COVID-19 pandemic on 

economic activity. For an insight into this topic see European Commission's Summer 2020 Economic 

Forecast – European Commission, Publications Office of the European Union, 2020. The next economic 

forecast will be the Autumn 2020 Economic Forecast which is scheduled to be published in November 

2020. https://ec.europa.eu/info/sites/info/files/economy-finance/ip132en.pdf 
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stable and hight, normally with around 0.2 or 0.4 percentage points lower. In 2019, growth 

slowed, as the EU-27 recorded an increase in GDP of 1.5 %. Over the last decade the 

annual average annual growth rate of the EU27 between 2009 and 2019 was 1.6 %. In 

terms of GDP at current market prices, in 2019 the EU-27 reached PPS 13.9 trillion (PPS 

13 900 billion).280 

 

Graph 9: Real GDP rate of change, 2009-2019 (% change compared with the previous 

year) 
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Graph 10: GDP at current market prices, 2009-2019 (billion PPS) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

EU-27 10.589 10.979 11.324 11.391 11.518 11.783 12.214 12.550 13.047 13.484 13.922 

 
 

Source: Eurostat 

 

Macroeconomic variables are significant instruments for policymakers and the 

government in deciding whether allocating resources efficiently in order to formulate 

better policies. Economic indicators analysed so far, including the historical trends 

referring to the volume of imports and exports, suggest that economy has gained a further 
 

280 one PPS equals one euro 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 

EU-27 -4,3 2,2 1,8 -0,7 0,0 1,6 2,4 2,0 2,8 2,1 1,5 
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momentum. Economic and financial and technological developments in recent years have 

made the society more complex, also due to globalisation and digitalisation. In fact, 

information management are able to predict, in specific context, economic activities 

projections. This section briefly provides long-term future forecasts produced using 

exponential smoothing methods, weighted of existing (historical) past observations 

by using the AAA version of the Exponential Smoothing (ETS) algorithm281. 

Furthermore, the construction of confidence intervals allows to take into account the 

uncertainty in the estimate. A 95% confidence interval has a 95% confidence that the 

future value is included in the identified extremes. In an effort to give a clear picture of 

what the European economic activity, due to the Gross Domestic Product (GDP), will be 

in the future, data are by no means exhaustive, therefore, results are to be considered as 

an attempt to flash estimation of GDP using a pragmatic approach, that can certainly be 

improved. 

 

Graph 11: GDP EU-27 Forecast values 2019-2029 
 

 
 

The forecast horizons analyses and predicts the EU27 GDP growth pattern. As a result of 

the study, it has been forecast that European GDP growth shows a higher growth trend in 

the period 2019-2029. Specifically, it will continue to growth. Results of this model 

represents a series predicted values, thought a dynamic and complex systems as the 

European Union. As a constantly evolving reality, the EU has faced, and still does today, 

technological developments, unexpected shocks, and other economic difficulties. 

Additionally, macroeconomic indicators may also be threatened by natural causes. This 

notwithstanding, many factors that may have an influence on GDP growth, such as the 

growth rates of the population, human capital, development of technology as well as the 

industrial growth rate. Thus, must be accompanied with political stability. In this context, 
 

281 For theoretical details see R.J. Hyndman, G. Athanasopoulos, Forecasting: principles and practice, 2nd 

edition, OTexts: Melbourne, Australi, 2018. J.S. Armstrong, Principles of forecasting: A handbook for 

researchers and practitioners. Kluwer Academic Publishers, 2001 P.J. Brockwell, R.A Davis, Introduction 

to time series and forecasting (3rd ed). New York, Springer, 2016 
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the European Union should pay attention to the risk of adjustments and maintain stability 

at the forecast levels. 

 

Table 6: Forecast values on the base of existing observations 
 

Time Values 

(billion 

PPS) 

Forecast Lower confidence 

limit####### 
Upper confidence 

limit 

2009 10.589    

2010 10.979    

2011 11.324    

2012 11.391    

2013 11.518    

2014 11.783    

2015 12.214    

2016 12.550    

2017 13.047    

2018 13.484    

2019 13.922 13.922 13.922 13.922 

2020  14.360 14.116 14.604 

2021  14.798 14.274 15.322 

2022  15.236 14.376 16.097 

2023  15.674 14.427 16.921 

2024  16.112 14.435 17.789 

2025  16.550 14.402 18.698 

2026  16.988 14.333 19.643 

2027  17.426 14.229 20.623 

2028  17.864 14.093 21.635 

2029  18.302 13.926 22.678 
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Conclusions 

Since the turn of the twenty-first century, the EU’s customs policy saw relevant 

changes in its customs strategy and measures considering both the increase of the 

international trade and finding the correct balance between trade and security. Nowadays 

the Customs Union faces an uncertainty, complex and ambiguous word scenario. 
 

The history of European Integration can be told as a story of ideas, or as a story 

of heroic individuals who pronounced ambitious words, written in the history of the EU, 

and led their states into closer unity. Deciding where to begin a history is often difficult, 

but not really in this case. The history presented in this research considers the end of the 

Second World War as the point of departure to discuss of European Integration’s 

developments in the second half of the twentieth century. When considering the post- 

World War II context, there is reason to wonder how European nations went from rivalry 

and fighting each other, to coming together to make decisions and set up an integrated 

economic system and institutional framework. Back then, it was a remarkable 

achievement that Six countries that had been enemies until recently, agreed to establish a 

customs union and shared economic policies. Probably, starting a process of integration 

with economic questions would have been easier to overcome political ideas, but the fuel 

to achieve that ambitious project had to combine political will and social progress. 

According with some scholars it emerged that political factors have always predominated 

in general, rather than economic one. Yet, while the final aim was political, the main 

methods advocated to achieve European unity were always economic. Against this 

backdrop, to answer the research questions, this thesis has put forward and verified a 

number of working hypotheses. 

First, it became necessary to understand which meaning is given to customs union, 

in general. In 1961 Balassa described the Customs Union as one of the forms that 

economic integration can attained. It involves the equalisation of tariffs in trade with 

countries which do not form part of the union. Put simply, in this area goods can freely 

move through the whole Customs territory. More generally, a definition of the Customs 

Union is contained on the General Agreement on Tariff and Trade (GATT), signed in 

Geneva on the 1947. In this regard, even before the establishment of the European 

Economic Community, Article XXIV paragraph 8 of the General Agreement on Tariffs 

and Trade provides the definition of customs union as a place where duties and other 

restrictive regulations of commerce […] are eliminated with respect to substantially all 

the trade between the constituent territories of the union or at least with respect to 

substantially all the trade in products originating in such territories. (ii) and that […] the 

same duties and other regulations of commerce are applied by each of the members of 

the union. Then it also has been fundamental to briefly analyse the literature concerning 

Customs Unions theories. Among those who investigated on theoretical economic 

implication concerning the creation of a customs union, it is impossible not to draw the 

attention to the studies of Jacob Viner, James Meade and Richard Lipsey, who represent 

a milestone in economic literature and continue to influence current economic studies. 

Viner, in his classic The Customs Union Issue, wrote in the literature on customs union, 

it is almost invariably taken for granted that rivalry is a disadvantage and complementary 

is and advanced in the formation of customs union. He discussed about the impact of the 

customs union on trade flows and distinguished between trade creation and trade 

diversion effects of a union. Trade creation must be referred when a Customs Union leads 

to the movement of trade from a high cost to a low-cost producer, likewise, trade diversion 

appears when the reverse arises. According to Meade’s words it is difficult to disagree 

with Viner's study. Therefore, the general conclusion, is that customs unions may often be 

protective devices which divert production from the more to the less economic sources of 
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supply, and that only in certain conditions are they likely to lead to a more economic use 

of resources. This, he rightly regards as a strong argument in favour of more universal 

attempts to reduce trade barriers on the lines of the, for instance, the GATT. In The Theory 

of Customs Unions: A General Survey, Lipsey defines the theory of customs unions as 

that branch of tariff theory which deals with the effects of geographically discriminatory 

changes in trade barriers. Throughout the development of the theory, he found out two 

possible scenarios, an oscillation between the belief that a Customs unions will always, 

or nearly always, raise welfare, and the belief that, depending on the particular 

circumstances present, a customs union may have any imaginable effect on welfare. 

Lipsey’s theory underlines that the effects of customs unions on welfare may arise from 

a number of different sources as the specialisation of production according to comparative 

advantage, which, as previously said is the basic tool of the classical case for the gains 

from trade; economies of scale, changes in the terms of trade, forced changes in efficiency 

due to increased foreign competition; and a change in the rate of economic growth. In this 

respect Balassa’s position rightly pointed out that studies as those of Viner, Meade and 

others, no a priori judgment can be made about the possible production effects of a 

hypothetical Customs Union. 

The earliest attempt by the EU to create a Customs Union dates back to the 

signature of the Treaty of Paris in 1951 when the Six agreed to the implementation of a 

sectoral limited customs union to coal and steel. Therefore, creating the European Coal 

and Steel Community (ECSC). Was the European Coal and Steel Community a success? 

On June 2002, while reporting the expiration of the ECSC, the Press material from the 

Commission outlines the successes and failures of the activities of the European Coal and 

Steel Community (ECSC). By the time the ECSC was in operation, it achieved early 

success: between 1952 and 1960 iron and steel production rose by 75% in the ECSC 

nations, and industrial production rose by 58%. However, after 1959, when the 

competitiveness of the European coal industry was faced with competition from other 

types of fuel and imported coal, the ECSC nevertheless managed to reduce coal 

production capacities and introduced programmes aimed at re-training miners and 

developing new industries. 

The attempts to create to integrate the markets of the member states have come a 

long way from the tentative beginnings of the ECSC. Subsequently, with the Treaties of 

Rome, the customs union was extended to all trade in goods with the European Economic 

Community (EEC) and a second sectoral common market on atomic energy was formed, 

namely the European Atomic Energy Community (EURATOM) . By July 1968, the Six 

original members of the European Economic Community set up the customs union and 

adopted a common external tariff. The logic behind this fusion, was to draw the lines for 

an ever-closer union, with the economic integration being the expected means to achieve 

their final goal. However, the evolution of the European Union Customs Union has never 

been an easy process. Whether called the “Common Market” or the “Single Market”, the 

general idea to integrate the internal market by the adoption of competition rules, and to 

create a geographical area free of technical trade obstacles, has been committed since the 

Treaty of Rome was signed. The formation of the European Economic Community 

(EEC), is, certainly, the most familiar example of a customs union. Besides the European 

Communities, another integration scheme exists in Europe: Austria, Denmark, Norway, 

Portugal, Sweden, Switzerland and the United Kingdom have formed the European Free 

Trade Area (EFTA), which began life in 1960 by the Stockholm Convention. Within the 

general EEC framework, the original Six have also entered into a free-trade area with a 

large number of African and other nations and a special customs union, referred to as an 

association, with Greece. Economic and Monetary union involves the integration of the 

economic and monetary sector, respectively, of member states. In this respect, economic 
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matters have always been the key to the development of Europe. The European Coal and 

Steal Community (ECSC) first, and the European Economic Community (EEC) then, 

always had economic objectives at their core which led to the accomplishment of a total 

economic integration in 1999 with nation currencies convening to the euro. Economic 

policies established by treaties, such as the single market, which promotes and requires 

four freedoms, such as movement of people, labour, goods, and services, and the single 

currency are essential to economic integration and prosperity. Hence, it should also be 

emphasized the importance of political structures such as EU laws and regulatory organs 

that are best suited to managing economic factors and institutions. 

In the light of this, this thesis has successfully addressed the problem statement 

and research question as stated in the introduction – how does the EU Customs Union 

contributed to the European Integration- and showed how economic integration 

constituted the principal focus, in the specific form of the establishment of a customs 

union, which the Six founding members of the European Economic Community had 

already accomplished by 1968. Among the first scholars who investigate there is a 

divergence of opinion concerning the relation between the size of the union on world 

efficiency. Jacob Viner, J.E. Meade and Jan Tinbergen have common opinion as the larger 

the area of customs, the greater will be the positive production effects. Others, as G.A 

Duncan, R. G. Hawtrey and Wilhelm Ropke argue the opposite. These views implicitly 

assumed that extending the area in which goods can freely circulate does not introduce 

countries with an economic structure greatly different from that of countries participating 

in the union. In other words, in the former pages, it has been amply discussed on the 

economic integration process, and it is then possible to assume that the Customs Union 

constitutes one of the first successful achievement of it. It represents an essential pillar of 

the free movements of goods, due to the wide variety of tasks the Customs still perform 

50 years after its establishment. 

To further support this argument, the effects of the enlargements have been 

significant. Becoming member of the European Union is a complex procedure. Over time, 

more and more countries decided to join the EU. Ever since its creation, the Customs 

Union has extended its membership to include the largest economies in Europe. Starting 

with six member states originally, probably the founders of the European Coal and Steel 

Community (ECSC) and the subsequent EEC, never envisaged that these organisations 

would have expand over the next half century to a membership of twenty-eight, with more 

applicants waiting to join. Looking at the very first lines of the Acts of accession, it should 

be noted that, Member states emphasized how the decision to extend the territory is 

strictly related to spirit to construct an ever closer union among the peoples of Europe on 

the foundations already laid, enshrined in the founding Treaties. Considered as a whole, 

and in relation to all enlargement processes, economic integration, with effective 

management through institutional reforms, have enabled Europe to exist as one whole 

united entity enjoying a high standard of living. Thus, it has become one of the most 

important economic blocs in the world. Nowadays there is no more Western Europe and 

Eastern Europe because common European treaties, a common currency unit, a network 

of economic activities and many other institutions have been put in place to further 

strengthen the Union. 

The research questions of this thesis raise, moreover, an issue of research 

techniques— i.e., the legal framework of the Customs Union. The analysis in Chapter III 

draws the attention on specific terms that further elaborate, compares, contrasts, and 

answers the research question – under what conditions the Customs Union works, namely, 

the various aspects of customs law. Customs law is a key element in determining the 

functioning of the EU customs, and this is true, when considering the many steps taken 
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from the early beginnings in 1968 to the Union Customs Code in May 2016, which is said 

to be one of the largest pieces of EU legislation. However, the first Community Customs 

Code was created in the early 1990s, meaning more than twenty years after the creation 

of Customs Union. The wide variety of tasks laid down in the Community Customs Code 

(CCC) are the primary single codification document with legal personality, which defines 

the main principles and approaches, provide essential rules for customs administrations, 

and define customs policy. Yet, a customs union requires that some degree of uniformity 

to be achieved. Throughout the period preceding the implementation of the Code, the 

work of managing customs regulations was mostly done by means of European directives, 

which, once adopted, had to be transposed at national levels of each member state. As a 

result, this study underlines that a uniform application of the rules was not possible, 

because in practice, the results were highly fragmented. A country which was transposing 

Community directives slower than another was ultimately creating discriminatory 

situations. 

Under these circumstances, the further developments of the EU customs law have 

been carried out by amendments of the CCC. The Community Customs Code, together 

with its implementing provisions, continues to govern relations in customs matters within 

the EU. This situation is explained by the fact that the Modernized Customs Code, 

adopted in 2008, was abandoned and the EU Customs Code, adopted in 2013, and entered 

into force on 1 May 2016, as an update version of the previous framework for customs 

legislation. The UCC was enacted in order to adapt to the new economic realty, such as 

the global integration of production and delivery systems, e-commerce and modern 

communication tools, the legal framework for customs rule and procedures into e and 

within the EU territory. The new clear and modern legal framework takes effect, further 

modernising and streamlining customs procedures throughout the EU while facilitating 

trade flows by harmonised and standardised application of customs controls. It also 

introduces a number of IT systems designed to knit Member States’ Customs 

administrations together. The Customs 2020 programme, launched on 1 January 2014, is 

the current EU customs cooperation programme and runs until 31 December 2020, as 

decided by the framework of Regulation (EU) No 1294/2013 establishing an action 

programme for customs in the European Union for the period 2014-2020 (Customs 2020). 

The aforementioned programme, besides aiming at supporting the functioning and 

modernisation of the Customs Union is oriented thereby to strengthen the internal market 

by fostering cooperation between participating countries, their customs authorities, and 

officials. 

Thus, the future of the European Union Customs Union is questioned. This thesis 

then follows another approach and tries to explain the evolution of the external trade, as 

a whole, and to compare the place of the European Union in the global trade with the rest 

of the world. To answer to question – what the role of the largest and most advanced 

Customs Union in the world is - the analysis comprises statistics that illustrate the 

remarkable achievements of the EU economy compared to other advanced countries. As 

the EU has grown over the years, from 6 to 28 members, and legislation has meanwhile 

developed, differences could arise depending on their date of accession. This 

measurement carries, however, a sensible methodological caveat that should be taken into 

consideration when analysing these data and results. The methodology for conducting the 

study consists of definition of data sources, reference period, statistical territory, Extra- 

EU trade (imports, exports and balance), trading partners and unity of measure. Tables in 

this study on EU Trade were collected from official sources such as the Eurostat, based 

on the data available in March 2020 and in October 2020. 
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To better underline the scale of change over the last decades the reference period 

for the information on international trade in goods is 1958-2019. The evolution of the 

external trade since the EU's predecessor, the European Communities from 1958, can be 

commented on taking into account that the statistical territory of the European Union 

corresponds to the customs territory of the European Union. However, the EU has not 

always had the same composition, in fact, in this analysis some problems arose. Data from 

1958 to 2009 considers the Customs Territory concerning the 27 EU Member States, with 

the exception of Croatia, which entered the EU in 2013. Additionally, due to the Brexit 

issue, concerning the withdrawal of the United Kingdom from the European Union from 

1 February 2020, EU 27 also refers to EU-28 - United Kingdom (UK). In this regard, 

statistics have shown that the growth is due to the fact that new countries have entered as 

configurations change and therefore it is normal to expect a growing trend. Moreover, in 

terms of unity of measures data are expressed in billion euro, but, from 1958 to 1970 

included, the convention is 1 ECU = 1 US$. This marked economic progress is significant 

in the context of this study, in that economic prosperity translates into a closer union. 

Data are also selected in order to compare the European weight on the world stage. 

International trade, particularly the amount of imports and exports recorded for a certain 

period of time, is an important indicator to measure a country’s economic activity. The 

Customs Union played a major role in the removal of internal borders within the advent 

of the single market on 1 January 1993 and the removal of customs formalities between 

EU Member States but also enabled the EU to compete with the rest of the world, as one 

of the largest trading blocks, right after China. Observing at the flows of exports and 

imports, the total value of international trade in goods (exports and imports), observed for 

the EU-27 was EUR 4 071 billion, in 2019. In the same year China recorded EUR 331 

billion above the level attained to the United States, accounting for EUR 4.093,8 billion 

and EUR 3.762,2 respectively. 

One of the questions of this study was related to the future of the EU Customs 

Union from 2019 onwards, hence, the present study projects how much the EU economy 

is forecast to grow within 10 year. On the base of the Gross Domestic Product (GDP) 

which captures the broadest coverage of the economy better than any other 

macroeconomic variables, Chapter IV tries to forecast how the European Union could 

economically develop over the years. Forecasting is the process of making statements 

about events whose actual outcomes have not yet been observed. In other words, this 

section uses data from previous events, combined with recent trends to come up a future 

event outcome. Given the UK’s withdrawal from the EU as of 1 February 2020, despite 

having significantly contributed in the total EU28 GDP in the 2009-2019 period, likewise, 

projections for 2020-2029 are based on a purely technical assumption of the annual 

percentage compared with previous year, therefore data must be read considering 2009- 

2029 as the forecasted period within the EU27 configuration. The purpose was to find a 

relationship between these data with relevant indicators, and able to provide useful 

information to estimate GDP in the following years. As a result of the study, it has been 

forecast that European GDP growth shows a higher growth trend in the period 2019-2029. 

Put simply, it will continue to growth. In an effort to give a clear picture of what the 

European economic activity, due to the Gross Domestic Product (GDP), will be in the 

future, data are by no means exhaustive, therefore, results are to be considered as an 

attempt to flash estimation of GDP using a pragmatic approach, that can certainly be 

improved. Results of this model represents a series predicted values, thought a dynamic 

and complex systems as the European Union. As a constantly evolving reality, the EU 

has faced, and still does today, technological developments, unexpected shocks, and other 

economic difficulties. Additionally, macroeconomic indicators may also be threatened by 

natural causes. This, notwithstanding that, other factors may have an influence on GDP 
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growth, such as the growth rates of the population, human capital, development of 

technology as well as the industrial growth rate. Thus, must be accompanied with political 

stability. In this context, the European Union should pay attention to the risk of 

adjustments and maintain stability at the forecast levels. Statistics have shown how trade 

volumes grew, and continues to rise, business operations are becoming complex since 

trade wars terminology joined the international scenario, within international terrorism 

gaining advantages as well as narcotic cartels doing business. Last, but not least, for the 

first time in history, a member state agreed to leave the European Union. 

Concluding observations assume that even though the Customs Union is stable 

reality, where, together with the European Union, battles, history, identity and horizons 

lie, it is constantly challenged by issue concerning all political areas. Major challenges 

such as the current public health emergency, the consequences of the UK's departure from 

the EU's Single Market and Customs Union, and the rise of digitalisation, blockchain and 

e-commerce will continue and may even increase. Economic indicators analysed so far, 

including the historical trends referring to the volume of imports and exports, suggest that 

economy has gained a further momentum. Economic and financial and technological 

developments in recent years have made the society more complex, also due to 

globalisation and digitalisation. In such a reflection the success of a forward-looking 

Customs Union is to be found in more coordination and cooperation at national and 

institutional levels, likewise, border management and security priorities, to give every 

citizen, future. Internally has grown significantly with its 28 members, sharing the same 

values, principles of peace and growth. Externally, disparities have grown in terms of 

development. In this sense Europe has a double face, is perceived as haven of prosperity 

as much as feelings of the drama of the war are present. However, economic integration 

and stable growth, could have not be possible without the abolition of tariffs, and the 

internal borders, which is precisely what the Customs Union provides. Ever since its 

establishment, the fundamental elements of the Customs Union have not changed. In 

other words, the Customs Union is a very successful story to be told. 

 

 
For the generation of my parents, Europe was an aspiration of peace in a continent too 

long divided. 
 

For my generation, Europe was an aspiration of peace, prosperity, and unity that we 
brought to life through our single currency, free movement and enlargement. 

 

For the generation of my children, Europe is a unique aspiration282. 
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