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Mr. Prime Minister

Mr. Chairman
Excellencies ‘
Ladies and Gentlemen,

It is a great pleasure for me to be able to speak before
such a d1st1ngu1shed audience ton1ght, 1n my home town of
Luxembourg, and 1 would l}ke\to ‘take this opportunity to
congratulate the'Brigish Chamber of Comqebce for Belgium and
Luxembburg.forktheir nevef—tiring efforts under the dynamic
chaifﬁanship of Mr. Winby, in order to bring about closer
retations between thefeconomickand financia( operators that
are so essential fovthis countryfs well-being, andfstand as a
modeL'for such forms of‘cooperation within the Community.l



,Mr.'chgi?man, Ladies and Gentlemen, .

1. Introduction

The Eurcpean Community vas cneated some thirty yearc ago for“‘
~reasons both 1deatfstic and pragmatic. Idedtis:ic because the  o
founding fathers wushed td create a neu torm at internéticnat’

sac1ety. A new suc1ety whtch, gowng beyoqd tradttxonal models. of
1nternatwonat relat1ons, would llnk igs members in Qn lrrevers1blaf
process Leadwng to potzticat union in p!ace of the h;oady conflictsf

and temporary aLL1ances of the past. Pragmattc because An at( areas_

k'ef twfe, part1cuLarly the economic, the ceuntrxes pf Europe cauld
, da more together thqn if each acted in 1sotatxan«% The whole. was
more than the sum of the parts. In fact At woutd be sométh;ng g_igg
7 dwfferent to the sample juxtaposition cf its d%ffprent btements;

Daily Life in the Commwssion provwdes plenty of Qxambt&s ‘and - Iy

”shall mentvon some of them,1n the course of the next few m%nutes. g

Cbming’td the end of my four year§ ét“the Commiésidn 1t‘i5‘natural
to want to take stock af the situation. L\fe has certainly not been
easy - "at some moments‘ lt seemed rather like rqnnlng atcng aa

unendlng obstacle caurse.
wr

Over the past feu months, hcuever, 1 ve gained the impression that‘
the way' ahead is openwng up - the Cemmuntty is comfhg out of uhat

may prove to have been the most diff1cult phase in i:s existencea

o
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A numbér of imnqrtant dec1sions have been made. " Eééﬁsigds which
mean the reform of the present Cammunity. Decislonsrukich providé

- the materwat for a relaunch. Perhaps more impertané*stitt there,
“seems to be a change in mood ‘What we in the Commibs%on have beenﬂ’
saying for years has suddentx becom& part af~ tﬁ% conventtanal '

‘umsdom. Cencepts such as 1nternat market,, ecanomic and -monetary

et
.



2.~

integration,’ a common research and develogment'effort, a.common
foreign policy, even‘pélftical unioh are .not just'appearing‘in the
Sunday speeches of national politicians. Thex‘vg being traﬁsléted
into concrete act{on.;70f~¢durse we have a long way ahead and it is
notfcleér how far each Membef State wishes fo go on the road\to
European Uniod but movement there is. What I have called the Europe
of the second generation has.a chance to become a reality,

II. A series of challenges

The pfeseht'£ommission was sworn in at a time when the Community
was  facing a series of 'majof chalténges. Firstr of all, the
COmmunity‘eCOnomy was stagnatihg and unemptoymehg rising rapidly.
This took place‘at'a«moment\when there was growing awareness of the
technological gap opéning up between the Community and the United
States and Japan. In short, the world was changing fast, whét would
be Europe's place in it ?  Secondly, ;he Commission had to come to
grips with a-debilitatingfbudgefary conflict‘which‘had spilt over
on tqlother policy matters. In addﬁtion,ga decision had to be made
on‘how’to'increaseuthe Commuhity's “own&resogrces" as the maximum
VAT callfUp rate of,—; % would veryr'probabiy be reachedfin the

Llifetime of’the‘cbmmiésibn. It did indeed !. finally thére was a
need to review policies. In the case of agriculture this need was
urgent. These considerations formed the background to the activity

of the Commission.

III,‘Policy and éudget Reform

Four years later, the economic indicators, with the tragic
exception of unemployment, are more promising than they have been
"~ for a number of years. Decisions on policy and budget reform

-



reached in Brussets anﬁ Smta*nnablew earher éms year
‘ revitahse the CQmmumty. ﬂhat ‘are these ﬁecis*xms They cmcem
agmcutture, the budget and the: devetopment af comni:y mhcms. .

1. Agricutturai Pol’icy, a victim of its m.fs'uzc,ess )

The agmcutturat policy _has been a v'&ttm uf its asm wsmts.
Productwity has grown constantly, “food suppties are: readﬂy
avawlable at reasonable pr1ces, markets aré as fs‘taqte as they f:m
be. gwen climatic condxtwns and a fmr standard of Uliving is,
pmwded for the farnnng commumty. Sutcess of mligy hauwer has
gwen nse to a new probtem. Over the last tmty ye&ms tive grwth
rate of agmculturat production has been abwt 1,532,0 X a yem‘
" whereas that of consumptmn Was onty 0,5 X%. The Cammity Md
‘ become more than self—-suff:caem “for’ the majaﬁty gi agnwlturai
products and policy has been adapted had to be adapted or run tm

iy
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\ risk of havmg its prinmptes and actn‘ j ;

,ments put mtn questwn..

There is now m{xty a Llimited gufarameéﬁ farpm&wttgiimsmimw :
Likely to become s0.— One third of final ‘égriwttw'é! production
corresponding to 60 % of Feoga-guarantea mpendamre has come mm
this system. In the Gawy sector mredw.nm mtas hwe %M

»

introduced. -

>
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Certa"mly, agmculmrat expend'ature is mt gmng to dmp from om
day to the next but it is under better émtml. Updatmg ;mha:y has
been pa1nful - mtaess the protests of the ‘famim Commmity |
everywhere - “even m the UK. Furthesr tough »decisaons Wit bfe |
nété’ssary.' But. ngour at Community . levet must mx ‘mean ’iaxn&y ot
national level. There 48 no pemt in cutting tumumty emm':mr% S
if national governménts are gomg to hand out subéidies 10 ﬁﬂﬁ@'
farmers in return as is aiready happenin:g in somg «c#”’ ‘xrﬁes, hﬁt
of au, the common market for agmw»lmgrat pmdwte mlﬂ be hrm
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Secondly, the absence of common‘ disciptines “would lead to ten
nat1onal governments spending more to protect their farmers than
the Commun1ty ever did. One Community policy for agr1cultural is
cheaper than ten competing national ones. This has to be remembered
when ‘talking  about the ptace of agricultgre in the ~Community
budget. | . ‘ B | . \

2. The budget - decisions which give us a breéthing space

.The Commission launched the debate on budgetary reform\uith'a green
' paper published in 1978 by my predecessor, "Roy Jenkins. It deelt
with the question of new own resources. S1nce then the Commwssronu
has imadel a number of proposals all of which were designed to
respecf‘existingpbudget principles and allow for the expansion of

our activities. o -

A number'or decisions on budgetary reform have been made this year;
From the point of view of the Cbmmissioh they are not at all
satisfactory. ' They do “however have the very great merft ‘of
exfsting. They provide gs with a breathing space for a few years.

tet's use it !

To startewith, natibnal governments agreed to raise the Community's
own resources ceiling. The maximum VAT call-up':will‘ be 1,4 %
instead of 1,0 %. We would have preferred a higher Limit. indeed,
we would prefer that the Commun1ty institutions as such had the
power to raise taxes. As it is at the moment raising they VAT
ceiling means submitting amendments to | the Treeties for

ratification in all ten (or twelve) national Parliaments.

To'seek fiscal autonomy for the Community does not mean that we
want to spehd thertaxpayers' money for 1ts own qake. 1t is
because we are convinced that in a number of areas it makes sense



to formlate and finance mticy tegether at Cmnitg tewt ntm*
than nattaﬂal tevel. Extra Ccmmunity taxat'«m skwutd‘ wean tom
natmnal taxation. In fact, the net tan bwéeﬁ sh%outd &wg b@c&us:é ,
Cofmwmty expendtture on certain patictes 15 chewn t:?mt naﬁoﬂ&t
expendwture. RS | hawe atready skoun man: this is  true fw‘
agriculture, 1 mtt come to the new éecﬁm&eqws ta@wi@m

K second demsion concerns the compensahcm mchamw for mé"
United l(mgdom. Agam this mhamsu m far from perfefet’ but has
the ment of being smpte and exwtmg. It is eertaintx pwterabte
~ to the urangtmg wmch ‘has gone on over the kast few years andv
| chh ‘has presented a pitiful spectacte to th:e generat psubhc. I am
kcanvmced however that the questwn of a more gemrahsed mehamsm
-of financial perequat wn w'ul. have to be dwswssed sooner or uten

. The Commsswn made two proposals m 1983 which® wﬂt be worth
,ﬁookmg at again in a wuple of years tme. In Mw we sugg;esteqi
madutatmg VAT cofttrtbuhons according “to ;cerwin econmmc
mdtcators such as - GOP. CIn November we made a camptementarx’
~proposal for a eompensau(m mechamsm uhmh makes sure th«at there
would be a minimum Cammumty per camta expendvtuﬁ'e tmﬁ in e&m
caun:trx. This tevel would be based on mtatwg prwpgrity, tevels.,

The tmrd budget dossier cencems so-catted “fimcigt cﬁsc*ptiﬂe"
The Commsswn, Like any responsvhte pubhc autrmr'rtf, s cmaem&ﬁ
that the tax-pay“ers"money be spent effectwe(y and efﬁmentw‘
The Ccuncﬂ mshes to: commt nsett “to ttghtemwg psm@edures ah:‘ :
budget decwswn—makmg thcugh the fmak form af tbis emitmeﬁt
remams undended If '[t is a questwn of managmg me Community* s
rescurces efhmentty in a period of ecommic dtfhcutnes,, who can
- object 7 1f, on the other hand, the mten’ci‘m is to put a
strant}acket on the devetopment of ﬁmnity pmtfc:ies at a tme
when the degree of mtegraﬁon is stﬂ.t tow and ﬁm yeaken the e&de
of the other branch of the budgetary auttmnty - the Partim&t,

i



’then\the Commiésion!will say quite bluntly no and, if needs be,
take Council to Court.Under the concertation 'pr0cedure 1 have
suggested meetings of the Presidents of Council, Parliament and the

 Commission to discuss the issues involved.

3. Developing Community Policies

Community policies must constantly be adapted to meet changing
needs. This meane' USing, existing jnstruments to the full .and
creating°new ones where necessary. The economic crisis of the last
few years has led to a whole range. of developments some of which 1

‘should Llike to mention here.

3.1. Restrucfuring Industry

One of the Community‘s‘big’problems\was the aging of its industrial
sfructure. This was ;particularly true‘ in the “iron and steel
industry where the present Community had the poss1b1l1ty of using
the extens1ve powers foreseen in the Treaty of Par1s. The 1ndustry
was suffering from heavy overcapacwty and the emergence of new
4compet1tors all round the world. Not all our 1ndustr1al1sts had the
necessary foresxght to plan for change in the new market s1tuat10n.
When the economy stopped grou1ng in the mid '70s the iron and steel
industry plunged 1nto crlsvs.~ Under the Commission's surve1llance
the 1ndustry was restructured, capac1ty reduced and the product mix
changed. Thus . rat1onal1sed khe in UE§$§GS1ET‘%9 able to operate

under normal market cond1tions at the beg1nn1ng of 1986

The iron and steel indUsfry has undergone‘a~major transformation
and those of us who are fam1l1ar with the Saar-Lor-Lux region know
just how b1g a change 1t has been. But if we th1nk back a few years
when steel product1on f1gures were plummeting there was a very real
danger of the common market be1ng buried under an avalanche of



nationaL protectontst measures. ence the'dam &ad been brva&&eéyfn’

this key sector who can doubt that others wauld have followed. wﬂa
can doubt therefore that national governments, 1n th& end, were
re&xeved ‘to see that the Community was there to pxovtde a~§cmmaa
discipline. That 'is the Lesson. The cOmmuntty ahways needs to have
the possibility to act when a problem transcends national frontiers
and where common act1on can produce better resutts than natianat

gcvernments actvng aLone.

'If there is no Commun1ty to impose a common dvsc1ptrne ‘then the
protect1onwst reflex w1LL win the day and frontters wilt be clased.
Perhaps one or two of the big countries coutd run a purety nat%Qnal
ﬁron and steel industry to meet purely national needs. eut uhere
woutd be the competwtxon ‘which aLone can guarantee effwcvency and
innovation ? - And what would a country Like Luxembourg da ? Qur
_home 4narket is far too smaltl to support our own iton« and stag&
1ndustry. It's the same wwth the 1nternaL market.‘ Perhags soae
countries can produce eff:cvently in some industries without havfng
to import or exp@rt But this is not ‘the general case. We att of u@
need the Large home market uh1chAthe Communwty aﬁene eaﬂ.pfav1d€wA

3.2, ténsctidatfon:of the internal markét .

~ The beheficiét,effectsvof the internal m&rket‘have; ﬁeweueﬂ;' onty
partly been achieved. Customs duties were abol ished Lang‘égo But'és
yau welt know the number of non-tariff barriers remains 1mpressivea
They constitute a.spectacutar waste»ofkreﬁources. To: th@se whe
quarrét about(mfnute‘SUms in the Community budget I can only say
that {f you reatlx want to save biguMQney,«the~weat stuff,.smart 5y~

creating a4rea§ ccmmdn'market. It's the best saVings,dtam I can

think of.
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Nonetheless, things are moving. Thexturning point was undoubtedly
at theACopenhegen meeting of the Eoropean Counci( at the end of
1982. Reacting to a Commission plan the European Council instructed
| minlsters to take act1on, by specific deadlines on thirty or so
proposals in the prwor1ty areas identified by the Commission.
Council has 1ndeed been ‘galvanised into adopting a series of
decisions. Perhaps the most‘exciting has been the agreement, in
principle, to introduce a common customs document to replace the

existing seventy or so national ones,

Progreés has alsof'been made towards making it easier to cross
intréeCommunity fnontiers. The transoort blockades of earlier this
year and the desire'to give Europe's citizens a further concrete
sign of "its development led to a number of bilaterat and Community
decisions in mid-1984. (However, I'm not quite sure whether anyone
told the people On'doty downlat‘NaSSerbiLlig on the frontier with

Germany).

3.3, The'technological gap
Earlier on I‘referred to the technological‘gap opening’up between
the\Community and the Un{ted States and Japan. ’The neture of'the“
‘iprob[ems 'arising' and the remedies are such that no individual
European country can hope to compete successfully on 'its own on
Qorld markets in goods making use of the new technologies. This
isn't Just an. economic problem but one with profound political
1mpt1oatlons. Total ,dependence on - other suppl1ers kwould

. - +
considerably reduce the Community's autonomy.

Commun1ty research and development activities grew on a sectoral
basis up unt1l the beg1nn1ng of . the 80s, The Commission then
~proposed - a programme Later adopted by the Member States which
outlined a jofnt strategy for RED. I should Llike to mention two



spectfic actions. Fwst of att the programme on: mmt&mf t&efu‘w{
nuclear fusion umch gave r'fse to the JET project smow underway e
| Cuthan. Tms is an. mnsteument unique ¥ the world at the present
mament and puts Eurape aheani m the st cem@ury mfgy race..

Secondly wé’haue the Esprit programme, finally &ammched this year,
It is a crucial part crf the Community drive to sﬁfmi‘;atef- i*nduss,t,xifa?%

mﬂcwatwn. » The programme ‘s ‘major aim is to eﬂwm‘ag;e EEC—wii
pm]ects at the advanced pre-mmnemtwe" phase of ﬁnﬁ@m&mq
technology research and devekopment.w Because t:herre: 13 no: immediate
co'mm‘er'c‘i'at' application, common action can greattx reduce wasteful,
duphcation of R&D efforts wwhout creating camﬂaufwn ptmhtems.

The programme took two xears 'to approve because a;aw'evat was usect
as a tachcal ‘weapon in the running battle on the budg,et.: L&t”g not‘
now spend a further two years. congratulatmg aversetues. , Tme are

other areas where such joint action is v1tﬁal
- much of tel.ecommumcatmns and bwtechno;togwes.w

3.4, The EMS is a s@qc:e-s;s; story

Gompftie’t-“izo,h of the common market requires phogreess towards eemmi‘@
and mo.‘?\et,airy union. Thes European Monet a:f:')?i. System set upkm’ ﬁm 1@
a sophisticated technical device designed ta contribute to the
a‘rocem of mohé‘tary ‘and economic infég‘r“ationam ‘ Its workings may be
described as one of the most successfuJ. irnnawafﬁ:if‘a:ns ‘in Eumwefa%
~affairs in rec,em: years. Apa:rt from the greater waMWW i
mtra‘Commumty exchange rates, it - has  quite ct&arlz Le:d‘ m«a‘é
convergence of general economc and monetary ;mtmfeﬂs. |

oF
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The EMS can and must be developed and the"Commission will be

propOSing a number of measures at the Dublin European Council next

month. In particular, we will put forward a proposal for the full

integration of the Pound Sterling into the system.

3.5. 1 hope thatethis series of examples will have shown that
- despite the difficUltieskof recent years, despite the obstacle race
. 1 referred ioyearlier,ithe Community is extending and deepening its

policy base.

IV. The Community in the world - its contribution to peace

It helps us to get our own preblems,into perspective if we look at
the,réle bf the»COmmunity ih the world.  If you're standing in
Caracas or Djakarta it is quite natural to see the Community as a
;fsingle enfity.y It is here that. the Community is particulariy
appreciated as.aeciVilian,ﬁower because it allows other countries
and regions of. ‘the world to diversify their commercial ‘and
pol\twcal reLat1onsh1ps. Such d1verswf1cat1on makes it possmble for
f‘countr1es to avo1d totaL dependence on one or other of ‘the super=

powers.

“Natura(ty, up until now the instruments at the disposal of
Commun1ty fore1gn pol»cy are based largely on iis trade. The
Communwty, as the world' s most important tradmng partner has made
'.strenuous efforts to stop,moves towards protectionism. We have been
fighting for open trede in all poseibte world institutions, notably
- GATT. ‘

The Community's’tines ofrcbmmunication with the United States have
been considerably improved and a regular "crisis management"
installed to deal uith the inevitable- trading clashes as they
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arise. It is s1gnif1cant of ‘the qual1ty of tsmmanwty-ﬂs reiatians n
that five American ministers visited their caunterparts in: the
Comm1sswon in the course of 1984, and in December next, four of
them, including Secretary of State 6. Shultz, will be payang a

visit to the Commass1cn.

. - ’ ) - Ty
We are constantly deveiop:ng our relatinns with the other

1ndustr1alised countr1es; particularly in Western Europe. »*Qa’,
Tuesday 1 discussed the creation of a European inﬁustrﬁai zone. uith

1

Ministers of the EFTA countries meet1ng in Geneva.y, _ : S

‘The Community has contractual relationships uith‘mbstftauntfies of
. the developing ‘world. We are on the point of signing a thirﬂ
- agreement with our partners in the 65 ACP States. ’ B
In é'rgeneral uay ~the Community is interested in ithe: regaonul
groupings which it has 1nsp1red One. of the ma;nr@elements in our
policy towards the Pacif1c region, the region of tﬁé future, is our
relat1onsh1p with the ASEAN countr1es uzth uhach we ' ‘have had
institutional Links since 1980. ' &

The recent meet1ng of tommunaty ?ore1gn Ministers wsth tk!ir
counterparts in Central America in San Josg ailowed us to see M&at
can be done in this troubted region of the world. ﬁhe root cause 6?
the problems in Central America is socao-economac., "The tomaunat#
intends to provide asswstance and has started taiks'wath a view t@d,f
signing a general cooperation agreement.

Ny,reéént visit to Latin America allowed to appreciate the wiﬁaiﬁ&&
"Vand dynamism of this continent whose society and culture are $o
near to those of Europe. For the £ommunity, alas, it has tang‘b%fn
considered a far-off pLace. It is a ‘continent ue must rsd:scovdr
and the forthcom1ng enlargement to Spaan and Portugal will help hs

enormously. : , .4‘

[

Lo S



oA

12.-

The negotiations’withlthesé two countries are now coming to an end.
It is to be regrettéd‘that the prqéedure has taken so long. The
political significance of the full return of the Iberian peninsula
to the mainstream of European affairs cannot be overestimated. ALl
sides have expressed a strong political will to come to a rapid
concluéion'to the negotiations. 1 have no reason tb doubt their

success.

V. Towards European Union

Decisions have been taken, new vistas are opening and yet a‘major

debate has come up on the future of the Community, - on its

transformation into a Political Union. The Parliament has drafted a

Treaty of Union, The Fontainebleau European Council set yp'the

Dooge Committee to Look at the future of the Community. Is there a

contradiction ?

No, it is precisely because so many past problems have been dealt
with, so many new polic{es;are in gestation ‘and the Community is
expandfng foktwelve‘Members that a hew look has to be taken at the
future, of . the Cothnity, what our objectives are and our
institutiohs and decision-making machinery. The situation has
changed~sinte'the first days of the six 'in the fifties. There are
new chél[enges, not the Least of which is the organisation of our

common security. Our countries form a Community of destiny. Serious -

thought must now be given to our common future and how best to
organise all our relations be they economic, political or in the

area of security.





