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U.S. - EUROPEAN COMMUNITY ECONOMIC RELATIONS

—I'Shenldwfifefﬂef éilfiikerferthank you; Mr. Chairmenyﬂferf‘rbw

Viyoui kindﬂwerdsiof weleeme,xand te say what a privilege it

is to have“beenegiven"this'opportunity,to speakiat therjoint**;
n’meetlng of The International Center of New England and the
| World Affairs Counc1l here in Boston today. I must say that eiﬂ

the date and subject are Very much approprlate

ST will dweilronrtworparticulqr themesvwhieh I7think are of
'egfeat'interest to us all,'namely: the current developments .

in the Euro?eaancononic Community, the EEC, inrits relationse
Vwithvthe United States and the prospects for future develop-

ments..

Linké between the U.S. and Europe have always been and

Vmust continue to be of vital 1mportance to both our peoples."
The fact that the past year has been adifficult one for |
relations between the European Community and,the'United
States shbnidenet aliew,us torforget how much we share in

 our commen heritage and way of life.
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~ We, in Europe, cannct,fdfgeh;ﬁhé;staunch support giyen by

the;United States to the ¢reation and development of the
Buropean idea after the last world war. The result of the
pfacticalrenﬁhusiasm on both sides of the Atlantic to build
_é'strbngiEurope led in the mid 1950's to establishment
jofrthé:or;ginél European,Eéonoﬁic Communiﬁy. As it grew,
the ofigihal'Community of the aix continental cOuntries
becamé:an ehtity of considerably economic consequence. With
_the ehtry,of,Britéin, Denmark and Ireland inrjanuary 1973,
the'Commﬂnity has now become a very big business indeed,

as even a brief look at the relevant figures for the years

will show.

The enlarged Community accounts for roughly 40 per cent of
the worid tréde and 40 per cent of world monetary reserves.
It is responsible for over a quarter of the free world's
merchant fleet and virtually a third of the free worid5s
rdevelopment aidrto the poof countries; It produces nearly
a quarter of the world's steel, its population is larger

than that of either the United Statés'or the Soviet Union.

The opportunity and chance of our European Market is such
"that nearly a quarter of U.S. exports come to the Community,

and there has been a continuous flow of direct American

investment. On the other side, the importance of the U.S.



,'tO the DEQ 18 a mattcr of ob& rvablc euenomic fact The

"]U S. ig. by far the lead;ng community trade partner thh
' goods vxchange in 1973 to the value of over 32 blllmon dol-'fr
lars. This represents approx;matcly one flfth of the Com= w

munity's total forelgn'tradey 

Two sectors are particularly important. First, the U.5. agrif};w
~culture, principally cereals, which meet arwider community
~_need. Second, the Community is dependent on numerous U.S.
 l:high,techno1ng7producté.rThe United States' direct invest-
'fment in the COmmunity now'éxceed'25 billion dollars of
‘book value, over one qugiﬁer of total estimated U.S. foreign
investments. A number of cfucial European high technology

sectors are predominantly controlled by U.S. capital. The

story of our trade relationship has so far been a success.

In thé agricultural sector which is a sector where no
country in the world is without a cértain protection, the
common. agricultural policy of the Common Market has not

- contrary to common belief - been a hindrance to the trade;
American agricultural exports to the Community have con-
sistently increased since the introduétion of the common
agricultural policy, and there is no reason to believe that

this should not continue, although it is a question whether



~the U.S. exports can keep up with the demand. 1972-1973

Shbwcd é'regdpd expdrt,of:2;9 billion dollars.

With,éhe:enlargémentréf,thé'Cbmmon Market, new negotiations
were opened in cohformity With ﬁhe rulés of interhationai
'trade'ﬁhat is in'COnformity withjthe GATT iulesrto'see if
the enlargemeﬁﬁ faised a neéd for regulating,tariffs. These
negotiaﬁions:—,calledrXXIV:G'~ are just before tefmination.'
We expeét ﬁhat withiﬁ a fewrweeksra result will be obtained
anithisrrather 5~all difficulty in ouf rélationship will

be ironed out.

In this connection, I would like to point out that the
Community presents a good example of how a common tariff
should'be made, since the average of the Community tariff:
is very low. It is, as a matter of fact, the lowest average
tariff of all the principal trading powers. It does not
have the peaks which is one of the negative features of

the U.S. tariffs. Only 1.4 per cent of the Community
tariffs ~ compared to 13.6 per cent of U.S. tariffs - are

higher than 20 per cent.

It would be very helpful, if we could get across some of

the non~tariff barriers too, for instance if we could agree



with the United States that they should use thc Bruhsels'

tariffs nomenclature, dnd 1f we could wcrk out some klnd
of,a system,on,whiqh,bqth;parties would base thelt dutles

on the same value of goods. We are, of course, following

the passage'in Congress of the Trade Reform BillVWith

close. attentlon, since it is our hope that it ‘will glve the

Unlted States the basx¢ for the coming multllateral ne~

gotiations.

As you canrsee; I feel that I have just demonstrated that

in the fleld of trade and commerce in which the EEC throuqh 85
the creation of the Customs Union which has been largely

a success, we have created the best relations with ther

United States, and that the differences. or discussions,

we have now, only represent what I should call routine con-

sultations.

The original thought of the Treaty authors was the creation
of a European‘union. With.the enlargement with three more
countries, and the completion of a customs union, and the
common agricultural policy, the step orrthe stage is now
reached at which much more difficult decisions have td be
taken. Anyone will undergtand that so far the Common Market's

member countries have been able to agree on lowering of



'their tariffs and othﬁr baxriers wh;ch ware hindrdnces to

the intrawtommunity trade What, WiLh the enlargement now

became the next biep, would be: a Monetary Unlon. As you
will understand, a Monetary Unlon toucheg the llfe blood

of any of the inleldual member states" governmentu.r

'Toaay;'the;Eufopean Cémﬁunity stands at the crossroads.
Thére;ént§;6f7the laétjfewrmonﬁhs and the behavior of the
rgoVérnmehts éf thé.mémber—statesrhave disappointed man?
héges}'Oﬁe wonders whether all those who made solemn de~:
'clérations about economic and ﬁolitical union were prepareé';
tordraw all the consequences therefrom. Indeed, it seems
doubtful that the governments of the member countries have
the will and the courage to progress further on the road’

towards European unity and in particular towards monetary

union.

In my opinion, there can be no doubt about the ultimate
aim of achieving monetary union énd its necessity, although
the appropriateness of the methods and techniques used up
to now, can be questioned. Today, European unity in the
monetary field is important and urgent as never befbre}'
but if we are to succeed, we must reconsider the formulas .

and procedures and adjust them to the changed situation.



'”’VTh@ 0il crisis and its £inano:al and economic repercusslons

0n Lhe eegnom;és Ot the membex LateS'have once again put E
the communlty Lo the test Up to now it has met this chal-

—ilenge. Differ@nt degree¢ of depondenﬁy and repercussions

= on prices, as wull as varying balance of pdyments and em-

ployment sxtuatlons, have further strengthened the tendency
,fothe—member states to follow a policy of "every man for

himself" and "sauve qui peut."”

As a result of the increase in the price of o0il, the balance
of payments of EC countries as a whole in 1974 wili de-
teriorate by approximately fifteen to twenty billion dollars,
The countries concerned have attempted to deal with this
situation in different ways; somé have tried to raise bil-
liéns on therinternatiohal capital markét, to increase. their
swap agfééments with the U.S. reserve system, to make use

of IMPF credits, or to let their exchange rates float down-
wards. Others have liberalized capital import controls and
pointed to their comfortable cushion of large foreign ex-
change reserves. Instead of working out joint strategies

to overcome the crisis, everyone is looking for national
advantage. Instead of acting together, everyone is betting

on national economic and monetary policies.



Thea LuLOpLan Cemmunity plays a dccislve role ln the world :

economy IL'must thereforerassume'a correspondlng respon—

s;billty for the orderly fungtlonlng o; the world's ec&nomy,f

a duty which will be'all the more crucial if the inter*

national eccnomic'system threatens to disintegrate. We ha?g L

. been able to put this'off for a long time because the

“Bretton Woods agreement functioned tolerably well, but .

today swift action towards monetary cooperation is impera-

tive.

Europe must give priority to progressing towards economic

and monetary union. That may sound Utopian, but in reality

it is the alternative Utopianﬁrthat is, in other words,rtO'
walt until the "20" or "30" have agreed on a new world
monetary system. If we wait any longer we are in danger of
gambling away the results of European integration, the

unification of the markets of the member states.

It would be wrong to prophesy the collapse and disintegra-
tion of the European Community. But the member countries
must not only combat the continuing weakening of the Com-
munity; they must also come to regard the Community as one
of the last pillars which must not be allowed to collapse,

if they are to continue to enjoy a minimum of economic

stability.

Yo




’:Cooperation between the EC and Lhe United States, as well
dS any other interested party, in the field of monetary
'faffairs; oould'ensure a minlmum of international monetary

5}oxder anﬂ mlnlmlze #he risk of a world~wide recession as

;il a resu]t of the cumulative ‘effects of "beggar-my-neighbor"

,pOllCleS. Such a contrlbutlon to stability would also make
"lt easier for the countrles floatlng individually to main-
,Vtaln a senblble exchange rate. The experiences of 1973
p01nted to the fact that undisciplined floating has tended
'to 1ncxease domestlc 1nflatlonary tendencies and to pno—

mote speculatlon in raw materlals.

Until now I have dealt with the economic relationship
and shown our interdependence. As you will be aware, a
number of politicalrproblems have clouded the horizon of
the Atlantic relationship. The Year of Burope did not
get the desired European response.,Eufopeane felt left
out of the decision-making process in the complex of the
MiddlerEast'War and the'following peece negotiations. The
United States felt that the European decision to contact
Arab oil producers was taken without due consultations,
and harsh words were thrown across the Atlantic Ocean. I
feel, however, that I through my words on economic rela-

tions have shown the will of Europe to cooperate and create



'reasonabiesalutions and this will,I am sure,also be the
case for our political relationship. Better consultations
are again the key factor. Consultations in the economic
field take place on a routine basis. In the foreign policy
rfiéld'such consultations should also take place. They do
kiﬁ'féct;but'are’often,oVerloaded with undercurrents of
'miStruSt 7which mékes,the parties complain of their
quality;fNQVQitheless, the differences also in the poli-
ticairfield aie compared to the basic relationship of

rather minor character,





