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History shows that severe crises can cause nations to become inward-looking, sometimes with 
negative consequences, says The World Development Report 2009: Reshaping Economic Geog-
raphy, released November 6. The report argues that the most effective policies for promoting 
long-term growth are those that facilitate geographic concentration and economic integration, 
both within and across countries. The following essay appears in the report. 
 

Overcoming Division 
 
By Philippe Martin 
 
The day will come when you France, you Russia, you Germany, all you nations of the continent, without losing your dis-
tinct qualities and your glorious individuality, you will merge into a superior unit, and you will constitute European fra-
ternity. — Victor Hugo, from a speech at the 1849 International Peace Congress 
 
Victor Hugo was laughed at when he 
said this, as were several of his prede-
cessors who proposed European inte-
gration. It took the catastrophe of two 
world wars to get people to take the 
idea seriously and make policy makers 
ready for radical change. 
   The scale of devastation and misery 
is the key to understanding the drive 
for integration: on top of the horrifying 
death toll, the war caused enormous 
economic damage. The war cost Ger-
many and Italy four or more decades of 
growth and put Austrian and French 
gross domestic products (GDPs) back to 
levels of the nineteenth century.  
   Overcoming division and its dramatic 
consequences was the objective of 
European leaders after World War II. 
Destructive nationalism- and its eco-
nomic dimension, protectionism - were 
indeed partly blamed for the disaster. 
Economic integration was thus viewed 
as the best way to avoid another war. 
That it should come through peaceful 
means and with the main objective of 
maintaining peace was - and remains - 
a unique endeavor. In this respect, 
European integration is a clear success. 
But it was not clear in the 1940s and 
1950s that this vision of “Peace 
through Integration” would succeed, 
particularly because it came at the 
same time as the Cold War’s division 
between the East and the West. 
   Under American pressure, 13 Euro-
pean countries created the Organiza-
tion for European Economic Coopera-
tion (OEEC) in 1948 to implement the 
Marshall Plan. Its mandate was to re-
duce trade barriers, particularly quota 
restrictions. Europe in the early post-
war years was a tariff and quota-ridden 
economy. Removing trade barriers 
fostered the rapid growth of trade. 
Between 1950 and 1958, manufacturing 
exports grew by almost 20 percent a 
year in West Germany, 9.2 percent in 
Italy, and 3.8 percent in France. Addi-
tionally, average annual GDP growth 
was 7.8 percent in West Germany, 5 
percent in Italy, and 4.4 percent in 

France. Correlation is not causality, 
and reconstruction was a strong engine 
of growth. But the rapid growth as 
European trade was liberalized was 
changing the minds of European policy 
makers. European integration was not 
just a political project - it also made 
economic sense. 
   The European Coal and Steel Com-
munity (ECSC) was launched by France 
and Germany, who invited other na-
tions to place these two sectors under 
its supranational authority. The project 
was both political and economic be-
cause it applied a supranationality onto 
two sectors that were considered stra-
tegic for economic and military rea-
sons. Belgium, Italy, Luxembourg, and 
the Netherlands joined the project in 
1951, and these six would become the 
driving force behind European integra-
tion. The ECSC showed that economic 
cooperation was more feasible than 
political or military integration. 
   The Treaty of Rome in 1957 created 
the six nations of the European Eco-
nomic Community (EEC). The move 
committed the six to unprecedented 
economic integration. Not only would a 
custom union remove all tariffs for 
intra-EEC trade and establish a com-
mon external tariff, but also a unified 
economic area would promote free 
labor mobility, integrated capital mar-
kets, free trade in services, and sev-
eral common policies. This degree of 
economic integration was not feasible 
without deep political integration. So, 
in retrospect, “using economics as a 
Trojan horse for political integration 
worked like a charm.”2 As “guardians 
of the Treaty,” the Court and the 
European Commission would control 
those countries (especially France 
when de Gaulle returned to power) 
that came to reject the level of supra-
nationality implied by the Treaty. From 
1966 to 1986, however, the deep inte-
gration promised by the Rome Treaty 
stalled. Europeans began to erect bar-
riers that took the form of technical 
regulations and standards, fragmenting 

markets – a classic reaction by lobbying 
industries to defend their rents. 
   The Single European Act (1986) re-
launched the process of deepening 
economic integration—all the more 
stunning given the slow disintegration 
during the 1970s. Emphasizing the 
mobility of capital, the Single Act was 
also partly responsible for the birth of 
the European Monetary Union (EMU). 
Indeed, the fi xed exchange rate of the 
European Monetary System implied, 
with free capital mobility, the loss of 
monetary sovereignty. This made the 
EMU more politically palatable for 
countries committed to fixed exchange 
rates. 
   Overcoming division means reducing 
the impact of borders on trade fl ows. 
Has this been so in the European Union 
(EU)? One way to answer the question 
is to compare the volume of trade 
within borders with the volume of 
bilateral trade between countries. The 
ratio of the two is the “border effect.” 
Fontagné, Mayer, and Zignago (2005) 
do this for the EU-9, the six founders 
plus Denmark, Ireland, and the United 
Kingdom. The border effect for re-
ported intra-EU trade fell from around 
24 in the late 1970s to 13 in the late 
1990s – a substantial increase in inte-
gration unmatched in the world. The 
border effect between the EU-9 and 
the United States, while decreasing 
fast during the period, remains more 
than twice that within the EU. Borders 
in the EU have become thinner, but 
they have not disappeared. 
   The European regional integration 
process has spread. As the EU deep-
ened and enlarged, the cost of dis-
criminatory treatment (the natural 
implication of any regional integration 
process) for outsiders increased, creat-
ing a “domino dynamic of regional-
ism.”3 Even European countries that 
most valued their sovereignty applied 
for membership. That the EU with its 
unmatched supranationality remains so 
attractive for outsiders is evidence of 
an enduring success. WORLD BANK 
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Crisis Begins To Bite Big NGOs 
 
By Global Perspectives Monitoring Unit 
 
Aid agencies fear private charitable contributions will be hit by the global financial meltdown, and while 
for many it is still too early to feel the impact, some are already reporting a drop in contributions. 
 
“Through June 2008, private revenue 
trends were positive, with significant 
increases for all types of donors. Since 
then, the situation has changed dra-
matically,” said Mark Melia, deputy 
vice-president of charitable giving for 
Catholic Relief Services (CRS), which 
in the fiscal year ending this Septem-
ber raised 127 million dollar in private 
revenue for its work in more than 100 
countries, ranging from earthquake 
relief to antiretroviral therapy. 
   “The numbers for August and Sep-
tember softened considerably, with 
August significantly lower in 2008 
compared to the same month in 
2007,” he told IRIN. He declined to be 
more specific although he said that 
“significantly” meant by more than 10 
percent. 
   “Though the decreases have been 
felt among all types of donors, this 
trend is most apparent for direct mail 
and annual giving donors. For these 
donors, the number of gifts has stayed 
the same, but the average gift is 
smaller,” he added. 
   It is a similar story at CARE, whose 
US affiliate contributed 545 million 
dollar in fiscal year 2007 in support of 
over 1,000 poverty-fighting projects in 
71 countries, reaching more than 65 
million people. 
   “Yes, we are facing a shortfall, in 
part because of the huge hit on in-
vestment funds and in part because of 
a slowdown in giving,” public relations 
director Lurma Rackley told IRIN. 
   The picture is anything but uniform, 
however, although even those who 
have not yet noted an impact are 
nervous. “Evidence from the past 
suggests that we may begin to receive 
fewer public donations but this has 
not started yet,” Oxfam International 
media officer Louis Bélanger said. 
 
Negative growth 
 
Oxfam UK also said it had not yet seen 
a decline in donations or overall in-
come. “What we are seeing is not the 
growth we had originally planned 
for,” spokesman Dan Timms told IRIN. 
“We’re expecting that the overall 

effects are our rate growth will be 
negative, and that’s what we’re hav-
ing to plan for now.” 
   Others have already felt some ef-
fect though apparently not on the 
level of CRS or CARE. The Interna-
tional Rescue Committee, which pro-
vides emergency relief, relocating 
refugees and rebuilding lives after a 
disaster, has reported a “softening” in 
donations since the end of last year. 
“Responses to some direct mail solici-
tations in the United States have not 
been what they were in previous 
years,” vice-president for develop-
ment Janet Harris said. 
   InterAction, the largest coalition of 
US-based international NGOs, said it 
was still too early to know the full 
impact. “Those with whom I have 
spoken replied that lag times in col-
lecting and analysing data made con-
clusions premature,” vice-president 
for humanitarian policy and practice 
James Bishop told IRIN. But, he 
added: “One with a modest endow-
ment reported a sharp blow.” 
   Across the Atlantic, it was a differ-
ent picture for the Irish NGO Trócaire, 
which works on 127 programmes in 39 
countries in Africa, Asia, Latin Amer-
ica and the Middle East, and raised 
over 33 million Euro (42 million dollar) 
in the financial year ending February 
2008. Donations from the general 
public have not fallen. 
   “For the year to date our average 
donation has decreased slightly but 
more people have donated so the 
overall figure has not fallen,” interna-
tional humanitarian communications 
officer Conor O'Loughlin told IRIN. 
“We have always enjoyed very gener-
ous support from the Irish public and 
hope that this trend will continue. 
Often during times like this people are 
forced to tighten their belts and this 
will result in greater empathy with 
those who have nothing.”   
   Save the Children UK also reported 
no fall-off. “Certainly on the corpo-
rate side we’ve not see a drop-off as 
yet although that may well change 
come the new financial year,” head of 
public relations Rosie Shannon said. 

Positive change 
 
Perhaps one of the most visible cam-
paigns is the UN Children’s Fund (UNI-
CEF) Change for Good programme, a 
partnership with the international 
airline industry whereby passengers 
donate left-over notes and coins to 
benefit children, and its Christmas 
cards.  
   UNICEF UK has seen some impact on 
its fundraising in the last few months. 
“As the financial crisis has deepened 
over the past few weeks, we have 
seen a slower take-up of our cards and 
gifts in the UK, particularly by compa-
nies,” Fiona Hesselden, deputy execu-
tive director of fundraising, told IRIN. 
   But the Change for Good programme 
with British Airways does not appear 
to have been affected.  
   “Passenger donations this year are 
broadly comparable with last year, 
and we were delighted when the total 
income raised since the programme 
began in 1994 topped £25 million [38 
million dollar] earlier this year,” Hes-
selden said.  
   The Japan Committee for UNICEF, 
which cooperates with Japan Airlines 
and All Nippon Airways in Change for 
Good, as well as running several other 
fund-raising operations, has also not 
yet experienced less support from the 
general public. “We do not foresee 
any fall-off in the near future,” public 
affairs officer Hiromasa Nakai told 
IRIN. 
   He noted that donations from the 
Japanese general public have in-
creased annually for the past 20 years 
even during the recession of the 
1990s. “This trend seems to be in 
continuation in 2008,” he said. 
   But if the impact so far is a vari-
able, the general concern is certainly 
not.  
   “Our concerns really are beyond 
2010 and it’s too early to say [but] it 
goes without saying we’re moving into 
very choppy waters, extremely unpre-
dictable times,” Global Fund to Fight 
AIDS, Tuberculosis and Malaria 
spokesman Andrew Hurst said.  

 
IRIN (Integrated Regional Information Networks) is part of the UN Office for the Coordination of Humanitarian Affairs, but 
its services are editorially independent. Its reports do not necessarily reflect the views of the United Nations and its 
agencies, nor its member states. Based in Nairobi, Kenya, IRIN was founded in 1995 to improve the flow of vital informa-
tion to those involved in relief efforts in the Great Lakes region following the 1994 Rwandan genocide. 
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