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by Professor Dr. Luuwig Erhard

The European Economic Community is & subject or wnich to speax I
have had many opportunities over many years, I believe it is no

secret in this country that I have right from the ouiset seen the

- problems involved, and pointed them out, while fulliy recognizing

the value of a larger economic area, especially with regard to the

opportunities it provides for atpractieal and profitable applicatorn -

- of modern technology and science.

It has no doubt a deeper meaning that the term and concept of

. "Europe" nas for many centuries been understood not only in a

Vgebgraphlcal aense but auggestlng a European ‘8pirit, culture,

history, tradztion, and later also a EBuropean economy, all of

wnich, taken togethez)have conveyed a comprehensive general idea

*of;Europe, which covers many spheres of human and national life,
~ and presented the world with a picture of Burope of which it took i
‘note. I do not mean to say, of course, that our old continent is

| distvinguished by & particularly high degree of hnarmony or even

o : ; were . |
consensus; on the contrary, thiejgreat intellectual struggles,

‘besides strU3gles'qf‘power politice, ¥aser had a far-reaching
effect and did not parmit Europe to get settled.

”*UfIt would axceed the acope of this address if I were to try to

‘. {1nterpret Europe 1n tnis lignt.\I muat, therafora, confzne

  Lf[;mysalf - as you‘will axpect ma to - to pointlng out tie polxtlcal

, ﬁ:e jfand, 1nitially, rather practlcal efforts whlch were made

‘”*Efegpecxally after tne tragic Second WQid War to 1ead & Eurepe

'f"that was at that partlcular time completely diaruptad. once moreif

#

"f‘tcwarda some&hing liko unity in tnought and action. .




i have repeatedlx,in particular on the occasion of the twentieth
anniversary of the European Recovery Program - the Marshall Plan,
&8 1t is called in Germany - made this clear: Apart from the

ideas of outsianding individuals, the "Organisation for European
Economic Cooperation" was really the first visible and effective
start in the more reéent nigtory of Europe to overcome the tragic
situation and to get nearer to establishing ties among the European
‘ countries and national economies - not least in order to revive

~ a Buropean consciousness in a spirit of peace and freedom.

The start was very promising. I remember vividly with what an
eagerness and faith the 18 European nations of CEEC set out to
overcome, in the spirit of "frag enterprise', the national

selfishness of a philosophy of planning, control and nationalization:
and to introduce an order of liberty, to pull down trade barriers l

and to forge ahead towards the convertibility of currencies.

In the course_of these events, the idea of a large European Free
‘ Trade Area was conceived,‘wnich was near to completion or
4'realiza£ion; but unfortunately was not accepted with universal
consensus or unanimity. Even so, the idea of European cooperation
had~manifested itself to such an extent that it was subsequently

;embodied and to be developed in the buropean Economic Comzunz;y

' 7,- EEG - on the ona ﬂand. and the so~called "small free trade

",’area“, the EFTA, on the other. I need not explaxn here the

~

'kdifferenCes of the two aystems; the European Economic Gommunlty
sought to be or become more than merely a functional assocxation
with an'economic’purposb, whereas the countries of the "small

| free trade area" showed that a looser form of economic cooperation

-
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with full preservation of national sovereignty must not bring

about the serbus damage predicted by others.

The fact that for the moment the closer ties among the
economically stronger countries exercise also a stronger §
attraction upon outside countries and make thnem wish to get i
- nearer to or be included in that group, is an undeniable reality, j”
but does not yet imply any &ualitative judgment; What I am saying '
here on American soil is no more than & repetition of my
convictions which I have frequently voiced slsewhere, especially
in Germany; and only this fact makes me bold enough to present
a frank and critical appraisal. I am not, for instancei, able ;
to understand or acknowledge why the six BEC countries would have |
to defend themselves .against an enlargement of the Community,
jgégggaa t§£é§§§?$§n§1m expressly set forth in the preamble to
the Treaty. I find it likewise hard, from an almost moral attitude,
to subscribe to the thesis that any third country wishing to join |
must acbept and sign not only the Treaty but also all the rules ;féj
~adopted in the meantime,:and this without any modificatibn. k
~ After all, it cannoﬁ be~denied that these acts are compramises
méde to take care of the individual interest of the six founding
mémbera;ﬁihis becomes especially apparent from the example of the
‘common agrmcultural systam which hes now been completved and wnose
‘}functioning calls for quite a number cf tecnnlcal manlpulatlons

: hlch are not exactly representatlva of a liberal spirit.

Tne fundamental obgectien I ralse, is, howevar. of a more

:'politxcal nature, and it bolils down the question whether it ie

~t_:oncaivable or plauaible to truat that a cloaqr'economic




interlocking of the six or perhaps some ore countries must
automatically give rise to something like a European State.

The first and mog_t faithful Europeans like Robert Schuman,

de Gasperi and Konrud Adenauer were certainly inspired with the
Europegn idea an%had the faith that & federalist European State
was not only to be aimed at, but also achievable. But I need
neither invoke persons nor recall what has happened in the last
10 years or so to justify'dqubts whether this hope will Dbe
fulfilieqwithin & historically foreseeable future. In accordance
with the general trend in world trade policies, the Euroﬁean
Economic Community will certainly come to be & customs union
after abolition of the remaining customs duties, and there will

certainly be further approximations in other fields.

The limits of the attainability of the original aim will become
apﬁarent where the retention or the surrender of national
so#ereignty is involvad.'In this field, there is so much alive

~ that is peculiar to a national existence, also in the smallet
"Eurcpean countries, that it cannot bevsubaacted,to a voting
procedure or even decided by majority; I leave, therefo:e, the
qﬁéstiOn after the possibilities and limits of the creation

of g‘EuropeénHStaté entirely open, because with all our
imaginatioA we are ulcimatély not able. to aBsess the timing

df historical processeg; |

To that extent I am afraid I shall have to disappointg thma
dxstxngnished gathering, or fall shorefgiving full satisfactzon,
4f you)¥ expect from me an outlook or even a nglance into the

 future"., Permit me, however, to continue my earlier trend of
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tainking and put the question this way: will a recencili#ﬁiaﬁ

or an association of the countries of EEC and ErFiA be enough ?
After all, there are many aspects that go farther than that, and
thiere is a desire to establish more than just trading relations
between the Community and those countries of Eastern and South-

Eastern Europe that are under Com@uniat influence.

I do not deny thaﬁ there is, from a purely technical viewpoint,

the possibility of increased trade, especially where the forms

of clearing are well established. Any person, however, who

speaks of a political Europe but prevents at the same time its
emergence even at the stage of economic relations among the free
countries of our continent, sucn & person will hardly appear
creditable if é&% claims that an expansion of Europe by an

inclusion of economies of an entirely different socio-political
structure would serve the political unity of Burope - unless this
Europe is to be expcsed to hegémonial regimes or powars.kmhat the
‘Y‘Federal Republix or Garmany is far from adopting such plans whicn
are as ambitious as they are dangerous should surprise nobody

who has known inaida and outside my country what disaster nationalit
power politics may bring about. While the pursult of power must s
rnot necessarily always assume c¢riminal forms, the very fact that ‘
a nation intends or presumes to dominate othera should cause us

o o stay wide awake e&n» in = anaping ¢a~our present era.

‘ From a point of vxsw of aconomics, 1t was a creditable principle :

tnat inside EEG all countries, irrespectiva or aize or powor,
were to nave tha saaa righta. a principln that did become manltast




even in the allocagion of votes. To this view correspond thé

rules of the game of a liberzsl, that means libertarian, economic
order and conditions of competition that are not distorted

oy pdsitions of powver. | |

i“he destiny'of the smaller countries, their positions and the
rlles assigned to them within wider communities raise nevertheless
a‘queation that must be taken very seriously. To quote a practical
example, it would~have hardly been imaginableuin 1965 that a small
ZEC country would have not only rendered the progress of the work
of EEC more difficult but frustrated it altogether by staying

away from the confevence table. Hence, the legaily stipulataed

equality aoes not yet amount fo factual equality.

If, as I nope, at ieast all free countries of Europe find their

way to an institutionalized econonmic community, then that question
gains even more weight, as the relations to emak countries sugh as
Switzeriand, Austria, lJenmark, and Norway will have to be regulated
anew. The Luropean Economic Community, more powerful and also

conscious of its greater economic strength, cannot disregard

-




'i'of strength and shcwed mere clearly how much aurope is’ embedded

‘f,to pursue this aimAany further or even;rejects it, althousn, as‘
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the well-Yeing or hurts of thoée smaller States and at the same

time talk loftily about Europe.

On the other hand, we who are within the orbit of EEC should not
be so arrogant as to regard the need of other, smaller European
countrieé*for accession or - as I would ratner say - a merger

~ of ZEC and EFTA, as a triuzph or even a capitulation. Let us I
be aware of the rgasons, and let us recegnize,tbat the sméller
councrieéfowing to a less diversified economic suructure and ,
a wore advanced spacia;ﬁzatio& of industrial aczivities,are
confgcnted with the question whether they can assume the riék,r
given tne rapid progress of modern tecnnology and the practiial
utilization of natural science, %o ccntinue on this way and to
trust that éeapice the formation of large economic blocs wh;cn
accept a much farthner-reaching division of labour or can even ba : g
sufficient to themselves, the prluclgle of a liberal, world-wlde S

and outward-looking trade policy will remain uniapaxred.

I have deliberately refrained from commenting upon the specific = i
problem of British accession to the common market, as I had already e
regarded the failure of the first attempt as a defeat of the
European idea and also, in a'narrower, more economic sense,

fregrettad this fai‘ure bacause the incluaion of the United Klngdom s

in the com“on marxet would have brougnt about a better balance

‘in the Atlant¢c sphere. 4 country which does on prlnczple refuse

' fZ‘I aea it, there can be no doubt abcut the democratic maaorl,f*i°'

: 75alwaya ramain a difficult partner to discuss this question with



torso if measured by the much ferther-reaching aims. If I pronounce

But if I sz to glance inwo the future, this one thing seems to me
<o be cervain: even & very close combination of parts of Zurope

into & joint and more comprehensive ent ity will always remain a

this at a time at which the former President Hallstein, a man with
high merits, has resigned from office, then this does not detract
fron his merits and achievements as such, even if they were in
their political orientation different from my own views and
uncerstanding. Let there be né mistaxe about tnis: I am not on
principle an opponent of the conception of a unified federalist
Earopéaa Stave, but nobody will make it beilevable to me that a
zasgs apparatus and tecanocratic manipulations are the safést and
Quickest way to acnieve Europe. Any comparison, for instance,
with ihe Listorical process in which the United States of North
Americ; assumed shape, or any relerence to the example of %he
dritisc Bapire, zisses the point, as the circumstances were
entirely different. Nor it is correct taat tne foundation of the
German Reich goes back to tae Zollverein - the customs union of
the 19th century. Wnem such historical processes are regarded

and assessed in a political context, this is wvery often done

for tne saxe of momentary political convenience.

To understand or assess Europe in its present form or also ihi *
ivs future shape reqnires a clear answer to the question wndﬁﬁér”'
this old continent is to become a new structure of power witn all
the effort that tn‘g requiras or whether its historical va¢ue 13
rather to be sought in the radiatica of its spzrzt. Bozn ahsr- ”

aativea appear to be of a problematxcal n&ture, whether a
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parvially or wholly united Europe will muster upmﬁhe fihancial
and econonmic strenéth to become a third f;ctcr of power besices
the United States an& the Soviet Union appears to me to be more
tnan uncertain. I am gquite willing vo admit;thougajthat

a reconversion to pastv strengtin snd intellecsual tradition
canrnot claim to be of equal importance in world political
events. That is why I‘boasider it Realpolitix if the North
Azerican continent, the United States of America and Canadar
estabiisn ties and alliances witn that as yet not ciearly
Gelined Burope to Join tn& economic forces and manifest mxb a
military power whick nsures peace and freedom for ail. The
latter purpose was served - and will be furtner served, I hope,
Oy the idea and consciidation of the Northn Atlantic Defernce
Organisation, and this is the meaning of a closer, but by no

means isolated economic cooperation betyeen tr.ose two continents.

»1

L8 coz.on element is in any case based on thie CeVilisation
and character of nignly industrialised nativnal economies.
Nobody thinks in clichés but w§ Europeans would Le biind were
we not 1o recognize and admit that while the degree ol productivity
as well as the ievel of research ie very differeat in tae different
fields, it is generally true that the United States has an evideat
advantage from scientiric'knowledgafdownfto practical applica;ion;
Tbis should make us un@érstand that we Euroyaans have more to wn
than to lose from & close cooperation . I say this as an argument S
against a vety sﬁpgxficial way of laokin§~§t things wihich gives 2;  f
rise to ﬂiﬂﬁivin63 i3 many Euréana_GQUntries;and iﬁduéttidﬁ, 1*'

with different‘éegraes brlintensity,‘that the infiow of’&meri9a§¥ij




tihe forz of industrial investiment by private

nierprise Lustv in all circumstances b2 a alsadvantage

and ieud o the aegence“ce of” Larepe, the conclusion being
that it musz, thereiore, ve stoppea. I myself am very far frum
such a nationalist way of unlaxing,;as i an conv;bced tnat,wnil; 
e Americans seek to derive profit from their business *eﬁgagement
in Burope - which < think is qnite a les¢t&mate ccncern, - tnere
is aiso tne dolus of the idea at worxk that they cannot do &
w¢cnou~ heliping that other country vo a higher perfo mance

and also a hishe‘“standard ef iiving.

To attribuve a‘ﬁigher value to nationalist idaas,rin turn,
‘aeéns that, in the last Brnalysis, suck a relapse’of;Europe

- would entaii'the fate of "dying in obeauty". It is pointed oﬁt

'tnat iaerica owes ‘ts,econcmﬁc acvantage and ‘ncrease in econe&zc:,‘
‘  strensun ao cne ex-st‘ng znte nat‘ona¢ monetary syatem - 1 e. tne}¥ 
’Q gold exchnnga standard - and that the econom¢c posmlon of America 

‘relies non least on the fact that other cnuncrias, especzally
"ndusur‘a¢dﬁur0pean Statas, bold a relative*y high portlon
'of t“eﬁr bala“ce of gaymenca surplusaa and mouatary resarves not
oniy in go-d but also in dolbars. Tnis objection cannot be
_d‘sa-sseqas entlrely unfounded, but it would also be undust to
‘xoverxook the 5reat fznancial sacr¢f1cea tne Unzted Scates hes
k_madeAtne reouildzng of 2urope, ‘ts large rele 1n development

—(asalstaace and the assurence the milxtary atrengtn of che“

‘7"f{Unitad Sta:es ar &mer&ca means or tne peace af the wo sd.4

"u? [iQIf that ;s 3tated by me, it 15 said hy a man wno‘naa‘always' 




‘;fj;ciga gr *nzagration an& its prospacts,ﬂwarshould not‘ 
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principle. I have not succuzbed o the illusion taat a,ranéwéi o
of the 0ld gold stancard‘feally imaginable. On the other hand,
I az not without concerrpbout a possible creationfox'tob mucn‘v‘
internatiﬂ"a1 iiguidity and even & aew TesEIve unit. I ratner aope '
’vnat at the next world monetary conference in Rio, a practical »
'ﬁay will ve found which will take acconnt of the given wozld-»
poii;ical necessities but not Jeopardize the internatiénal

‘Qfde;'_’ ‘ - : - L

Such thoughts are closely cunnected wita the ideas that have

for some time been entertained in EEC. I mySelz; whiia'I was

still Minister of Economic Affairs, have always cdnfradicted;

such a ;ninking in terms of pure technique for tﬁere'caﬁ be nc 
CQm;on‘carr&ncy by way of creating a cozion monetary unit as long'V
as r":io:al States desire to maintaia tneir autonomy and rérgsé
To surrender'their,xesponaibiiity for thex national destiny.
'féhat fﬁ;éins can bi'hardly more than the éaﬂsoiiﬁation of the
"presént‘canditién:,fiked‘ratas of'excnange and monetvary loans
“ﬁorﬁaka‘care of balance of payaments difficulties. M .

1: tne alx couatiries agree Wy consultation on tﬁe amoubt an#
timing of drawing rignta inwthé Intérha%ioﬁal Monetary Fund.

ic connectian Y&hh the layins down of their subcriptions or.
iother contrxbutions, ona may resard this as a csrtaxn prograas,
 j but it certa‘nly doea nat amhody any naw idaa which would be |
  ‘apt sa ’nnnanantally change the monetary si‘uation either in Ebc  '
Ly zraa world. Whatever may be eur assessemant of the o

V‘ 7farthar dava4opment et Europe, tha expaasion af‘Eurepaan cocperaén




in mir acles but kecp on the sround of ovarsaeable realities.

7;1 we do 80, wneuner we be Europeans oz Americans. we will

ha:aly be ao;n ta daviata much ’roa ths way which I havc boen
tryias to indicata to th‘s 6istinguished assembly o




