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I. Yesterday: tutelage

Europe owes America much. One might say it owes the
United States everything that an outside state can contribute
to the rebirth of a political entity.

In 1945, at the end of a suicidal conflict, Europe lay
 defeated threatened by chaos, hunger and communism, the
Balkans of modern times and at the mercy of the great powers.
The sorry picture it offered has been painted by

"'.~w;nston Churchill in»his famous Ziirich speech: "... over wide

'f,aréas a‘vast;quivering mass of tormented, hungry, careworn and
 ’$eﬁi1dered human beings gape at the ruins of their cities and
} homes, and scan the dark horizons for the approach of scme new
f:perll tyranny or . terror. ‘_Among the v1ctors there is a babel
i‘of jarring voices; among the vanquished the sullen silence of

~ despair'.

The task of prov1d1ng Europe with the material basis for

“*exlstence, of breathlng new life 1nto it, of brlnging it back

vV §1nto the comity of natlons seemed almost hopeless. If the

"fytask has been accompllshed, it is in great measure due to the

support whlch Admznistratlons of bcth partles, translating the

‘ 41g£unan1mity of Amerlcan publlc epinion, have from the outaet
& i7gzven to the reconstructlon and unlficatlcn of Europe through
S f¥ﬂan impreaszvely consistent and unwavering, generous policy of' : rr‘
””fifff,Atlantic selldarlty- ,;,;;mv:~ : | L

'“‘7 The Americans had already spent about $10 000 millian

Mli5ffﬂfan ?aat’war relief when at the beginning of 1947 they realizad;,.‘] L

Support was given in the flght againat hunger and ;{:c'nrez'i:y.‘f  7i i




 that Europe could not regain economic healtl without systewmatic
long-term assistance from outside. Their reaction to this
sltuatlon was an offer of unprecedented generosity announced by
B thekthen Secretary of Gtate, George C. Marshall, in a remarkable
adaress at Harvard University on 5 June 1947. America offered
as much_help over the coming years as Europe needed to feed its
pébrlegiensure supplies of raw materials and set the wheels of
: p£$dﬁ?ti0n in motion’once more. Only one condition was imposed -
'the forward looklng condition that Europeans should get togebnnr

rand so help themselves.

Nhlle mastern Europe remalned aloof under pressure from the
Sov1et Unlon, 17 Western European countries accepted the American
offer. They formed the Organization for European Economic
Co~operation,borkOEEC, and:undéftook to help each other in put~
ting the Eufopean Recovery Programme into effect. This was the
,turnlng p01nt for free Europe.‘ This was the source of all our

“economlc mlracles"

An immense flow of goods, to the’ value of almost
 $15 1000 nlllicn, poured into Europe between the beginning of 1948
and the mldﬁle of 195#.«, Raw materials, food, fertllizers,‘
f  mach1nery and vehlcles,’011 and coal fram all cver the’ world came
‘fto this dlstressed contlnent of Europe at the expense of the




fruits: by selling the goods delivered by America to their own
' ecbnomies, the European countries raised a considerable amount
"cf'money in their own currenciés. ' These ''counterpart funds"
ﬁére used between April 1948 and the middle of 1963 to finance
investments worth nearly $10 000 million ~ and spread over

many branches of the European economy.

But this was not all: in OEEC the European countries were
authorized to liberalize their trade with each other without
being’réquired to grant the United States or Canada the same
advantages under the most-favoured-nation clause. This was a
spur to closer economic cosoperatioﬁ in Burope and gave our
economy the breathing'space which allowed for the post-war

recoverye.

These American actions'épeak’for themselves. They made
our recovery possible. No European ill ever forget the
courage, the wisdom and the generosity on whlch they rested.

But this is only one side of the medal. No amount of
economic aid could have saved Europe if the militant
imperialism from the«East'had,ﬁot béenycontained. Theidanger
reached giant prcportions-in l948,fwﬁen the Communist Party in
Czechoslovakia seiied’?owar*uhder the protection of Soviet
troops, the Russians tried to. strangle free Berlin by blockad=~
ing it, ‘and the whole of Eurcpe was 1n danger of being overrun,'

- aithout belng able to defend 1tse1f._ o

Amerlca understood that the conquest or enslavement of ﬂ
T‘Eurape wauld 1nvolve Amarica too.  It decided to throw all its



weight into the balance. The boys from Texas and Kentucky,
from Michigan and Carolina came to defend the free world at the
Iton Curtaln which divided Europe. They maintained the air
lift to Berlin until the East, discouraged, raised the blockade,
'Amerlca s defence expenditure soared: from $13 300 million‘
“dn 19#9 to $49 500 million in 1952. These dollars
 ,formed a dam against the red flood.  On 4 Aprll l9h9 they were
3relnf0rced,by the North Atlantic Treaty, guaranteelng a formal

Tdefensive alliance among the Atlantic nations.

. Behlnd this shield, European reconstructlon mgved ahead.

,For this too we shall remember Amerlca.

Here then was the foundation on which Buropeans could at
last begin to rise from their political bankruptcy. OEEC and
the Council of Burope did not make the desired progress towards
politlcal unification, but our fortunes changed on 9 May 1950
with the celebrated declaration of the French Fcrelgn Mlnlster,
Robert Schuman. He proposed that the dlsastrous game of the
balance of power should be replaced by a gradual merging of’
national interests into a European Community. This mafked the
birth of the Coal and Steel Pool, the first limited move towards
the founding of a political union, later followed up by the

| establishment of the,European'Economic‘Community aﬁdfﬁgrafemQ‘,~ -

| Europe is prcud of this political achievement.,‘ We grate~‘ ‘
'fully remember the constant polltical and moral support given byf
" the Unlted States. Far from regardlng the unification of 1 |
Burope - the need for whlch was recognlzed as early as’ 1947 by

4'r':aen‘11ke,John Foster Dulles and Gaorge C. Marshall - as asthreat



to America's supremacy, the United States has consciously and
| consistently furthered the construction of an equal European
power with which it could one day co-operate on a basis of

~ partnership.

America has encouraged unity in economic matters.
| - It has encouraged
unity in other fieiﬂs,also: for instance, the United States
supportcd thé plan for a European Defence Community that was to
help spread respénsibility for mutual defence more evenly over

the alliance as a whole.

President Johnson was therefore quite right to describe
European-imerican togetherness in rebuilding Europe after the
war as a great success when he said at Georgetown University on
3 December 1964: “From desolaticn has come abundance. From
division has come a degrée‘of unity nctqachieved in a thousand
years. From weakness and vulnefability has come stability
within and security from without. From the ashes of holocaust
has emerged the second strongest industrial civilization in the
history of the world., This is a triumph of the people of

Europe and a tribute to the'generosity of America."

.. This was the past. the strong freely accepting responsi—
'bility far the ueak, and then sharing that responsibility until

‘ ‘such time as the weak were fully able to undertake independent

reaponsiblllty for their own fate. "’



L AI. Tcdpgy: dislogue

As Europe's political personality.developed and as its
‘economy grew Stronger, it was natural that the points at which
European and American interests met should become wider and
more evident, and also that these interests should sometimes
'clash. We do not regret this clash; it spurs us on to frank
‘and comstructive talks between ffiends on either side of the
Atlantic. Even in the European Economic Community conflicts
~of interest arise almost every day, but nearly all of them have

been resolved by negotiation.

Nowadays the economic interests of Burope and America are
reconciled by discussion. It was essentially the success of
the European Economic Community that laid the foundations for
the "dialogue between continents" that has now replaced
America's benevolent tutelage  of a Burope shattered by

war.

The field of discussion is wide. The United States of
America and the European Economic Cbmmunity are brought face
to face both in the Atlaﬁtic‘sphere‘and of course also‘-‘in
‘view of the world responsibilities of both powers - on the

world scene.



1. At Atlantic level the outstanding peint of contact
between the two continents this year is the Kennedy Round of
tariff negotiations. There can be no disagreement about the
basis of these negotiations and their ultimate aims.

The reason for the Kennedy Round, like the Dillon Round
before it, lies in the successful development of the European
Economic Community. It was this that encouraged our American
friends to make a fresh move. President Kennedy put through
the Trade #xpansion Act, which gave him full powers for the
" new round of negotiations, precisely in order to be able to

meet the challenge and the opportunity oifered by Europe.

~ The Eurbpean'Economic Community is taking part in the
negotiations with the firm intentibn of ensuring their success.
Ve want to make the most of this outstanding opportunity to
promote productivity and economic expansion; to raiséfthe
standard of living in the poorér countries és well as in the
richer, and to achieve a better division of labour between
the nations; wé mean to do this by liberating the powerful
forces of cﬁmpetitioh, that most dynamic power for the mgterial

progress of mankind.



This is a hard task, demanding great efforts of us all.
~We shall only achieve the result we seek if conflicting
interests can be reconciled by a process of mutual give and
take between all concerned. The keystone of the negotiations
‘must therefore be the prihciple of full reciprocity of conces-
sions.  This rules out any measure that would give advantages
to a single country at the expense of others, except in the

- special case of the déveloping countries. In this we are in
complete agreement with our American, British and other
colleagues, even if it is sometimes difficult to agree on a
concrete definition of the principle of reciérocity and on its

application in practice.

These are the main 1deas behind the programme which was
unanimously adopted by the Coun01l of Mlnlsters of the Communlty
and which determines the p051tion taken by the Commission at the

negotiations in Geneva.

What, then, are the concrete problems which the United
States and the European Econcmic;Community are striving to solve
in the Kennedy Round? These are, on the one hand, problems
connected with trade in industz%ialgcods and, on the other,

agricultural,probleme-

The talks on trade in industrial gaods are concerned with
three main topics. the general principle of tar;ff disarmament
~, and the . goods to which it shall apply (1.e. ‘the exceptlons to |
this ptinciple) ‘the questlon of disparlties,, and, thlrdly,"
fnon-tariff barr1ers and other obstacles with an effest equivalent

to that of custams duties.



To take the first point: where trade in industrial goods
is concerned, all the negotiating parties want radical tariff
disarmament with as few exceptions as possible. The general

working hypothesis is a linear reduction of duties by 50%.

' This is a bold aim when one considers that it will in
practice make it impossible for the duty on many goods to serve
as a means of state intervention to protect a market that might

be disturbed from without.

Within the European Economic Community we are, of course,
in the process of abolishing our tariffs completely. But the
Community is an economic and social union, and there are there-
fore enough other instruments that its organs can use to
protect business if it is threatened. Nothing comparable is
found in GATT. Indeed,féﬁbh‘a level of institutionalized
co-operation at the Atlantic level is - to use the words of
Mr. McGeorge Bundy, Speciai'Assistant to the Am.rican President -

"constitutionally and psychologically out of range'.

, Nevertheless the European Econqmic Community, from whose
wide experience the procedure of 1inéar‘tariff reduction was
 evolved, has kept its list'of exceptions short in order to ensure
that the Kennedy Round wlll have the greatest p0351ble measure
of success. Accordlngly, the general rule that duties are to be
halved would apply to ?0% ef cur dutlable 1mports, on 20» of our
' importe the dnty would be reduced by a smaller amount, and cnly
. 10% would be oompletely excluded from tariff cuts. ‘
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The Community has thus given proof of its basically liberal
attitude. This attitude is a sensible one for an economy like
~ours, for a quarter of our national product is based on foreign
trade | (in the United States the ratio is 7 : 100 )« The
Community is the greatest importer in the worid. In 1964 our
imports from non-member countries were worth about
’326 500 million, whereas the figure for United States imports |
was about $18 300 million. Our imports from the outside world
increased by some 53% from 1958 to 1963, while American and
Rritish irports rose only by 34 and 28%. In 1964 our imports
went up by a further 1l%. We buy almost twice as much in the
United States as we sell there: our imports in l96§ amounted to

about $5 400 million - 90% more than in 1958.

From these figures it is abundantly clear that the Common
Market is open to world trade. The Community is vitally
cencerned that its exports, too, should expand still”furﬁher;"
evidence of this is prov1ded by the trade balance for 1964, which
will probably show a deficit of almost $3 000 million, whereas
the Unitcd States is expecting a record surplus of over
$2 500 million. This is reason enough to work energetiCélly for
Lke success of the GATT negctiations, whlch give our 1ndustry a

chance to show its adaptabiﬁ' ty and competltlveness.

The 1ntra—nurop»an aspec* of the Kennedy Rcund is 1mportant

‘,;for us, ard the dl&ec+1ves given to the Camm1551on for these  ‘
‘negot1ations contaln a speczal clause deallng wmth it.L, It is a

well-known fact that trade between the Slx,and the Seven has |

developed extraordinarily well since the ELC came 1nto ex1stence.
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H'If'the“GATT‘negétiations succeed, there can be no doubt that
this happy state of affairs will be maintained even when the
"EEC's internal tariff cuts enter their final stage.

The prineiple of rcciprocity applies equally to industrial
goods and determines our attitude to the question of disparities,
which is the second theme of the talks on trade in industrial

goods.

The problem of disparities arises because the effects are
not the same if initial rates of duty of 60 and 20% are halved.
In the ome case a considerable measure of tariff protection

remains, in the other almost none.

The 60mmunity‘s common customs fariff is like a stretch of
gently undulatlng conntrysmde. Only a few of its‘headings are
above 25%. This is no mere accident but the result of a
consistently liberal péiicy; 7 Even in its original form the
V common customs tarlff gave a much 1cwer level of: protcctlon than .
did the national tarlffs that preceded it. Adgustments result-v‘ R
ing from the Community -3 agreement w1th its GATT partners, and -

- our. provisianal unilateral reductlon nf 20% made in connectlon

' L Uith the Dlllon Rcunu,yhav» dlsmantled our ext ernal tariff to o

such an extent that 1t 15 now en the whole ccnmlderably lower
than the Britiah tariff, and also 1ower than the Amerlcan.,
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The American customs tariff, on the other hand, is likc a
mountainous landscape, with sharp neaks and deep valleys. It
includes 524 tariff headings on which the duty is between 25
and 30%, 386 between 30 and 354 and 427 over 35,

Thus, in our view, no real reciprocity would be achieved
by halving the two tariffs indiscviminately. What, then, is
the sclution? The best plan w~uld be to cut the highest duties
by more than half., This way is, however, closed to us by the
provisions of the Trade BExpansion Act. The alternative is to
reduce the low rates less, once it is acknowledged that a real
disparity in trade exists. It is in this direction that we

are now looking for an answer.

The principle of reciprocity also predominates in discussion
of the third topic relating to trade in industrial products:
that of non-tariff barriers and other obstacles with an effect

equivalent to that of customs duties.

The aim of the Kennedy Round is to create a freer system of
world trade by inducing trading partncrs to open their markets
equally to each other's gocds. It is obvious that this cannot
be done simply by cutting tariffs for, as duties are reduced, the
o*her obstacles to trade gain in 1mportance‘ Measures whose
effcct is equlvalent to that of customs duties, such as the
‘mﬁthods used to div;de‘goqu into graups in the tarlfftnomencla-
ture or to assess the custens value of these‘goods (ofawhiCh'the
Anerican Sell-ng'Price sycten 1s‘oné exatple) can 1nf1ncnce and

*dlstort trade 1n~the’samu way as nen—tariff barrlers such as
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[dlscrlmlnation on grounds of natidigli£§, state aids, dumping
and cartgls.‘ If trading partne*s remain free to employ such
*ﬁeans whenever they wish, yhey wgulq ofﬁen be able,to wipe out
the liberalizing effect of tariff disarmament. We therefore
 regard it as an importéht tesﬁﬁef.t&e libéral aftituie of those
taking part with us in the negotlatlons that, when the mutual
readiness of countrics to open their markets is being assessed
and bargalned over, these forms of trade barrier should be dealt

with at the same time as customs duties themselves.

How can we come to grips with fhese'nbn-tariff‘barriers?
This opens a very wide field. All I can do here is to indieate
a few of the geoals to which our 301nt endeavour should be
directed: it should be clear that free trade must always be
fair trade; this rules out dumplng, trade mus* not be hindered
by import and export carteis; state alds, 1ncluding tax
preferences, must not take the place of the dismantled customs
duties; foreigners must be permitted to tender for publlc
contracts; no new measures must be introduced that are likely
to resirict competition; and finally, unilateral retaliatioh
against measures other than customs duties must not.béradopted
without prior consultation. This is ro&ghly'the waj in which
‘the -dialogue between Europe and Amerlca on.trade in 1ndustr¢al
goods should develap.‘ In v1eW‘cf the complex;ty of natlonal
policy towards industry, tariff negotlatlons are no longer. |
sufficient in themselves. Ne must live up to the v1310n of
far~reach1ng'international co-operation that inspired |
Preaident kennedy when he preposed the new round of negotiations
in GATT. | |
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A comprehensive modern concept, depending on a process of
mutual give and take affectlng the rights and obligations of
all parties, is the basis of the attitude adopted by the
Eurorean Economic Community in the negotiations on agriculture,
which is the other side of the Kennedy Round. This is not just
an advantage, it is an essential when we come to deal with a

matter lize this, which is as important as it is difficult,

Some 30% of world trade is at stake - exports and imports
worth about $41 000 million. This is the large share of trade
that falls to agricul*ural produce even in our industrial era of
tcday. No wonder the big agricultural exporters, particularly
the Uﬁited States and some of the Cormonwealth countries, attach
great irportance to satisfactory agreements on trade in agricul=~

tural produce,

Trade in agricultural produce is ailing. Its balance is

disturbed and cannot be restored by commercial measures.

Everyone is familiar with the diagnosis. Thanks to modern
techriques, the output of livestock and crop products in highly
developed countries is rising at a rate and on a scale hitherto
urknown. This would be a bléssing to humanity if sales
expanded accordingly. For a lon ng time past, unfortunately,

this has deflnitely not been happenlng.
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The result is a chaotic situation in which hunger is rampant
but the means of paying for purchases are lacking whilce elsewhere
agricultural surpluses are mounting and markets are glutted. Ve
‘must endeavour to grasp the vast scale of this problem of feeding
.the world and then look for an arnswer. Let there be anrend to
blind struggles to shuffle off as much as possible of our farm
troubles on to the other fellow by cramming a little more of our
 own production into markets which are alfeady overflowing; 1let
us etop suppressing the symptomé'and strike at the root of the

trouble.

We shall find neither the source nor the solution of the
problem in trade policy but in agricultural policy and develop-

ment policy. It is here that we must get to work.

A development policy which consists of giving away surpluses
cannot bring salvation and solve our agricultural problems. We
must first discuss our agricultural policy itself. No country
is keen tn discuss this since all of them, whether they import or
export agricultural products, have built up a comprehensive

system to protect their agriculture.

The Kennedy Round is the proper place for such a discussion.
There are three reasons for this: the negotiatidns coVef“the |
entire range of agricultural productS”aﬁd are attended by the
main exporting and importing~countries, “the tréditional selec~
tive principle has heen abandoned in favour of the "acrosa-the- o

board" prlnciple, whlch means that each party to GATT has accepted,

commitments in respect of every single agrlcultural PrOduct» ”andﬁ*~7*"7

1ast1y, the Kennedy Round is based on ‘the prlnclple of rec1procity,r

"7 which means. that each of the parties to the agreement must accept ;]ﬁé;ff

'equivalent commitments for each agricultural product. o
/ On the basls of this princlple, the huropean Economic
E cnmmunlty has tabled a plan 1n Geneva, propaslng a new method the
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essence of which is the ''margin of support". Here it is not the
name that matters: behind it lies the concept of a reference

figure by which to measure the extent of agricultural protection.

We‘cannotfof course confihekcur talks entirely to customs
duties, In many countries customs’duties play only a‘subéidiary
role or none at all’compared with government‘intarvention on the
market, production sub51dles, export alds, 1mport quota restric=-
tions, etc. Customs dutles are no longer the plllar of agricul-

tural support common to all national systems.

There is however one other factor which is common to all
national support systems, no matter hoﬁ widely they differ, and
that is their effect. This is measured by the difference between
what the national producer receives for his subsidized product and
the price at which forelgn produce of the same kind and quality is
offered at national frontiers. This difference is what we call
the margin of support, and with it we seem to reach the heart of
the agricultural problem. We have put forward, as a‘general rule,
the proposal that the margins of support gfanted to each agricul-
tural product should be bound at their present level, and that
within this margin all should be free to choose their own methods

of providing the support.

For the most important prdducts’for ﬁhichksupply and demand
are not in balance thesc gencral rules should, in our oplnlan, ‘be
supplementea by world~w1de agreements.r We are. thlnklng of wheat
‘and other cereals, beef and veal, butter, sugar and perhaps
oleaglnous fruit. - The purpose of commcdlty agr»ements must be
not Just to divide up markets, but rather to promote full
co—operatlon between natlons.f Productlon policy must be framed‘
in such a way as to prevent surpluses, and 1ntcrnational trade

prlces must be stabilized.
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Such, in broad outline, is our thinking on the agrioultural
portion of the Kennedy Round. It is new and bold, perhaps
revolutionary. No wonder that the Community has encountered

7; doubts and opposition in this connection, but no one has found

~,'any alternative.

o ; With the decision on cereal prices taken on 15 December 1964
‘the Communlty has established one of the most important oonditione
for uslng thie approach at the conference teble. |

The polltlcal and economlc signlflcance of this deelslon
can scarcely be overestimated. I can think of only one comparable
example in history: the bold decision taken in 1846 by Robert
Peel, the British Prime Minister, to repeal the corn 1aws, thus

usherlng in a golden era ef Zngiish agriculture.

This parallel can also be extended to the4trade policy
~aspects of the EEC's decision. The Community has offered
tangible proof of its intention not to pursue -1 POllvy of high
prices in the agrlcultural serto-, which might lead to self—
sufficienoy. The Communlty, as the world's largest 1mporter of

‘agricultnral produce, has always been mlndful of its responsib11~ S

ity towards non-member countrics, Statlstics bear this outz
betveen 1958 and 1963 our impur :8 of farm products rose by more :
‘than 82 000 million, or 28%. Tae Uniteﬂ States. benefltei more

, eFthan aosﬁ, 1ncreasing 1ts agr~01etural exports to the Communlty
e Let me sum np by s&ylng that the eommon agrlcultural polley )
“jcf the European Economic Commtnity and ;ts approach te the egr1~,7,“f
. cultural portion of the Kennedy Reund can be taken as a basis for‘fﬁf

~<;f_;internatiaﬂal‘gouoperation in agriculture. The starting point
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 fbr‘suchfco«operation is the realization that the lack of balance
~ between1supply and demand on world markets affects the agriculture
and the economies of all countries. - The purpose of cé-gperation
is to restore and maintain this balance.  The principle of
co—operatlon is to apportlon the burden in accordance with a
;single set of criteria based on the level of development reached
by the countr;es concerned. = The lnstruments of co-operation
will be the decisiéné by which all States are to blnd the marglns‘ .
of support they grant to agr;culture and the world agreements to

be reached on a number of specific products.‘

2 The fate of the Kennedy Round is inextricably bound up with
the genceral conditions of economic activ1ty, and it w111 depend
in !part- ' . on wheéther we,succeud in mastgrlng the commgn
problcas of cconomic and monctary policy; ,‘This is'thé'ééCOn& 
poin‘ at which our interests and thosc ‘of the United Statcs of
America meet in the Atlantlc scttlng., ) L '

We saw clearly last year what thc success or fallure of a
‘State 8 economlc and monetary policy can mean for its economlc
and pclltlcal equilibrlum.f' We also learnad that 1ts neighbours,
"”indeed the whole of‘thu free world, are affected as well. ,,,;g@,,;,

) The tlme has coma to draw our canclu31ons from this.~  Weff?5? 
haVe 1ong sz.nce recognzed that a healthy world economy based on
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di%iéiOn of labour cannot be guarantecd by commercisl prlicy

1 alone., Today we necd a comprehcnsive ahd coherent external
economic policy. .-~ On both 51des of the Atlantic
‘we must pursue our economlc and monetary pollcy

’ in gontact “with each othcr if we wish to. ensure full employ-
ment and smooth economic growth 1n conditions of free trade.

There is no lack at pres;nt of occas;ons on which thls
co-operation is put to the test. An 111um1nating example is
offered by the problems of malntalning equllibrium in inter-
national paymcnts balances. I am here thinking not so much of
the defunce of the pound, for which the Comﬁunity and the
United States joined together in . broad ' emergency action,
but rather of the trend of our own balance of payments in the
light of rclations with the United States.

The Community's trade deficit with the outside world is
immense. Between 1958 and 1964 it rose twelvefold to almost
$3 000 million. The lion's share of this deficit - about five
sixths in 1964 - is accounted for by the Unlted States. By
ccntrast thb Amcrican trade balan»e shows a surplus whlch has'
increased by almost $2 000 million sxnce 1958 untll, in 196#
it reached the astoundlng 1eve1 of 56 560-87 000 mllllon.,

So far the financ1al equillbrium of the free world haa not
‘ auffered from “this. The surplus on. the balance of trade has
}helped the anted Statga at a difficult tlme to bear its

‘k'immensc respansibilzty for the defence of the freu world and

| ‘for the advancament of tha young natiens 1n Asza, Africa and =
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Latiz Amcrica. it has created a certain compensation for an

increasing outflow of capital.

The American surplus on trade is still belng eatun up today
by these hcavy deficit items in the balance of paymenfs. But
the centre of gravity is changing. Europe is comlng to the
hclp of the United States with growing strength. In his 1965
defence message President Johnson was able to announce a reduc-
tion of almost $2 000 million in defence expenditﬁre. - In his
message on foreign aid he announced the lowest expenditures on
military and supporting assistance since the United States began
granting such assistance. At the same time, however, the

strcam of Amcrican exports of capital has continued to swell (the
increase of $1 700 million in 1964 raised the total figure to nearly

6 000 milliomn).

Europe has certainly profited from the considerable inflow
of external capital and is still doing so. This capital has
helped to finance reconstruction and supplements the resourc»s

of the capital market of the European Zconomic Communlty.

¥%e sce in this American intere¢st in Europe a powerful
stimulant for our own progress. Along with investments, the
technical knowledge and the novel productlon methods whlch have
given iLmerica its lecad in productlvity are coming to Europe.
This obliges Buropcan cqmpctltors to use similar methods, and
it promotes competltion - the most 1mportant element of our free
economic order - tlth consequent better supply. Furthermare,
,valnable links of co~operatlon and aolidarlty are establlshed , |
 when European firms ‘are associated with these 1nvestments and when |

“agreeaenta are nade on the use - of Amerlcan know-how.
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For this reason we welcome a certain amount of long-term
American investment, prov1ded it benefits all sectors of the
'eeonomy without excesslve concentration in any singla branoh.
Such investments are the oounterpart of our own capital |
holdings abroad. We therefore hope that our American frlends
will find ways and means of expand;ng thelrrlmports,more
strongly and that when discussing the deficit in their overall
balance of payments they will keep their exports of capital

in mind.

The Atlantic balance-of -payments problems call for -
new arrangements and measures to reconcile stability with the
liquidity needed for economic growth and to avoid placing
burdens on the monetary system of the western world. Faf this

reason, too, we are reflecting on a European monetary union.

3 These are questions which originate in the Atlantio
area even if the anawers have world-wide reperqﬁsaions as
well. But the dialogue of continents touches on even
further points, for it is concerned wlth the bullding»up
and defence of the whole free world, Europe s part in
this becomes all the greater as 1ts unity advances, Today |
already the interesta of the United States of America

 ; ;.§/.;. 



and of the Luropean Economic Community meet in the Middle East

o ,as in the Far Last, in non-black as in black Africa, and in

Latin Amerlca ~ to say nothlng of the tasks on our own doorstep,

whlch naturally are our clcsest concern.,

Over and above this, however, the European Economic Community
has 1ntervened energetically in the - world~w1de struggle fcr the
«economlc and social advancement of the poorer peoples - in what is
today called development policy. In so doing it has j01ned the
United States in undertaking a work of peace which is greater and

more difficult than any other which can be 1mag1ned.

Our common goal is clear; if we want to get closer to it we
must also agree not only on the goal, but on how to reach it.
Agreement on this point has often been lacking. At the United
Nations Conference on Trade and Development the ccnfrbntation'of
European and American ideas as to the proper method of giving
devclopment aid revealed serious shortcomings in co-ordination
and a high degree of disunity on matteré'cf substance. The
lesson has been learned, and we have tcgether succeeded in making
a praniaing start with the reform of GATT to the advantage of the

developing countrles.

We hope tkat henceforward this. Atlantlc co—cperatlon will
“also prove 1ts worth in the organs of GATT and of the h’orld Trade

.Conference._'

This confideuce finds support in Pre31dent Johnson 8 1965 |
message on foreign aid, whlch states that ‘the 1esson to be drawn
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from the experience of recent years is that Americen help nust
be given selectively and must be concentrated. Our development

“policy is in fact also’based on these principles..

©311 begin with sclectivity. This means two things.
First, we can and will only help others to help themselves.
Every developing country itself bears the primc responéibiiity
for its own ecomomic progress. Ability to make use of the help
received is the first condition for any Suppart. | Sélectivity |
means, in the second place, consideration for the degree of
progress already achicved by the country askingkfor,help.
- Nothing justifies the claim of the more advanced developing
countries that they should receive exactly the same treatment as
those which have the greatest leeway to make up. The princlple

therefore is not "the same for all” but ""suum cuique'.

Concentration, President Johnson's second maxxm, means
abandoning thc concept of a world-embracing egalltarlan develop--
ment policy. Help given indiscriminately is help wasted. On
this point too we arc¢ agreed. The United‘States has therefbre
concentratcd three quarters of its help on 11 countrlcs, and the
European Economic Community has begun by tackling the development
of the african contincnt. Here, as Vice-President Humphrey
recently recognized, economlc, geographlcal and hiatorlcal 11nks
point to Europe playing a 1eading role. B '

~ That naturally doea nct mean that the leading ecenomlc powers ; °'
of the West have snbscribed to a narrow-minded and excluslve L
policy. As regards the European Economic Community the trade _f fM
tigures alane prove this  Our imports from all developing cauntriesf
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rcce vetween 1958 and 1964 by 44% to $9 800 million, our imports
from the associated African countries on the other hand by only
28%., The increase, in conformity with our traditions, of our
impdrts from Latin America by 50% in the same‘period daserves

special notice.

For the future too the Community's activity in the déVelopment
field is not defined on a strictly regional bagis., It will
constantly be extending its field of responSibility. Here too we
agree with our American friends that there is probably a direct
relation between the will7of”the European nations to bear world-
wide Tesponsibility and the progress of their political and

economic unification,

IIT. Tomorrow: paritnership

Such is the way of history: Europe, which only yesterday'was
dependent on American care, is today ready to share in thé'dialogue
between continents; tomorrow, the rightskit assumes and the
burdens it shoulders in the new partnéfship will be commensurate
with the strength it has drawn from unity.

1¢ Atlantic co-operatlon is the lodestar of our collaboratlon
with the United States of Amerloa. President Kennedy outlined

~ the principles and aims of thls policy, and the America of
' .President Johnsnn has declared 1ts faith in thls concept whlch
recognizea the change that the recovery of Europe has brought about

1n Atlantic relatlons. In a memorable speech in Philadelphia on
| b July 1962

aco/oqo
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President Kennedy declared that in a united Europe his country
;saw Ya partner with whom we could deal on a basis of full
equallty in all the great ‘and burdensome tasks of bulldlng and
defending a Community of free natlons" ~ On 25 June 1963,
szeakirg in the Paulskirche in Frapkfurt, he added: '"Some say
that the United States will neither hold tQ‘tpese_purposeé nor
abide by its pledges - that ﬁe‘ﬁill,rGVgrt toia ﬁarrow naiibnél-
ism ... Instead we look forward to a Europe united and strong -
speaking with a common voice, acting with a common will - a world
power capable of meeting world'pfobléms as a full and equal
partner ... in an Atlantic partnership - an entity of inter~
depcrdent parts, sharing equally both burdens and decisionS‘ahd
linked together in the tasks of defense as well as the arts of

peace."

2, Buropean unification and Atlantic Paftnership aré'then the
pillars of United States policy towards Europe. They'aré
equally the bases of our policy towards America. -

We know the price of this partnershlp offered us by Amerlca°
/Europe will not be-a valid and equal partner before lt has
completed its own unificatlon. Only then will 1t be’ strong
_enough to take up the rights and burdens of partnership with this
huge power and 80, in the last resort ‘be. able to dec1de its own
fate. SR ' ‘ -

To get Europe into go¢d~shape for this dévelopment is the
raiscn d'&tre and objective of the European Economic Community.

e e e
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Cchs,qucntly, we Buropeans have unreservedly accepted the offer

made by America, which is as far~-sighted as it is logical. I

and others haye repeatedly ﬁade this-'point

J

oy o
4

on behalf of the Commission. Now we must get om with meoiinzg
reality of our agreements. There are many fields of common

interest which are lying fallow.

As everyone knows, Atlantic partnership is a long-term.
objective. None the less - or just because of this = we must -
get started today and move towards it steprby step. In the
commercial decisions we take during the GATT round of tarifi
negotiations, just as much as in our discussions on how responsi-
bility for the dcfence of the free world can be better distributed,

we must ncver lose sight of the bases of this partnérship.

To achicve success we Sh&ll have, on both 81des cf the‘  
Atlantic, to pursue with tcnaclty a lcglcai pollcy on the llnns
described by President Johnson in his State of tho Union Messag-}
"We continue to pursue our goal of twenty years - a Europe grOW1ng
in strength, unity and co-operation with America. Thls European
policy ... is based on the realities of common interest and common
values, common dangers and common expectatlons ses Free Europggns
must shape the course of Europe, and, for ‘the same reésbﬁé; tﬁgi

course has been, and will be, in our 1nterest." |

we welcome this,aimilarity of views; .

A A S S i W S S S S

-
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The European Economic Community and the United States of America

(Summary of the address by Professor Walter Hallstein,
President of the Cemmission of the European Economic Community,
before a conference on "Europe, America and ¥orld Trade',
organized in Amsterdam on February &4, 1965
by the European Movement in the Netherlands)

Yesterday United States tutelage, today dialogue of continents,
tomorrow Atlantic Partnership ~ these are the three aspects which
President Hallsteinm brought out in an address given today in
Amsterdam. "Europe owes America much. One might say it owes the
United States everything that an outside State can contribute to the
rebirth of a political entity", said President Hallstein. Looking
at the history of post-war relations between Europe and America, he
stressed the tremendous economic and military efforts which had made
possible the reconstruction of Europe. No European would ever
forget the courage, the wisdom and the generosity on which they
rested. Behind the shield of NATO, a shield erected by America,
the reconstruction of free Europe moved ahead. Far from regarding
the unification of Europe as a threat to America's supremacy, the
United States had consciously and consistently furthered the con-
struction of an equal Furopean power with which it could one day
co-operate on a basis of partnership.

Dialogue between continents

Discussion was the method used today to reconcile the economic
interests of Zurope and America. At Atlantic lecvcl the outstanding
point of contact between the two continents this year was the
Kennedy Round. There could be no disagreement about the basis of
these negotiations and their ultimate aims even *though a variety of
difficulties impeded their course from time to time. The European
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Economic Community was taking part in the negotiations with the
firm intention of ensuring their success. This was a hard task
demanding great efforts of us all. We would only achieve the
desired result if conflicting interests could be reconciled by a
process of mutual give and take between all concerned. The key=-
stone of the negotiations had therefore to be the principle of
full reciprecity of concessions. This ruled out any measure that
would give advantages to a single country at the expense of others,
except in the special case of the developing countries.

The President then discussed the two aspects of the Kennedy
Round, trade in industrial goods and agriculture. The talks on
trade in industrial goods covered the general principle of tariff
disarmament, the question of digparities and non-tariff barriers
and other obstacles with an effect equivalent to that of customs
duties. The President explained that the Community's working
hypothesis was a linear reduction of duties by 50%. This was in
our own European interest, and for this reason we had submitted
only a short list of exceptions. But, said President Hallstein,
“in our view no real reciprocity would be achieved by halving the
two tariffs indiscriminately®. Since the Trade Expansion Act
did not allow of a more than 50% reduction in the case of some
headings in the United States tariff, the only solution was to
reduce the low rates less once it was acknowledged that a real
disparity in trade existed. It was in this direction that we
were now looking for an answer.

The principle of reciprocity also predominated in discussion
of the dismantlement of non-tariff barriers and other obstacles
with an effect equivalent to that of customs duties. We regarded
it as an important test of the liberal attitude of all those taking
part in the ncgotiations that when the mutual readiness of countries
to open their markets was being assessed and bargained over, these
forms of trade barrier should be dealt with at the same time as
customs duties themselves. In view of the complexity of national
policy towards industry, tariff negotiations were no longer suffi-
cient in themselves.

The reciprocity of rights and obligations of all partners was
also the basis of the attitude adopted by the Community in the
negotiations on agriculture, the other aspect of the Kennedy Round.
This was not just an advantage; it was a necessity. Trade in
agricultural produce was ailing. Its balance was disturbed and
could not be restored by commercial measures. The methods used
today meant that no State any longecr had confidesce in the free play
of supply and demand where agricultural products were concerned.

The problem was to master the chastic situation in which hunger and
scarcity were ranmpant, while on the other hand agricultural surpluses
were mounting and markets were glutted. We must endeavocur to grasp
the vast scale of this problem of feeding the world and then look for
an answer. We shall not find the source of the problem in trade
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policy but in agricultural policy and development policy. The
solution would have to be found in agricultural policy.

In this connection President Hallstein again mentioned the
possibility of discussing agricultural matters in the Kennedy
Round with somc chance of success, since the negotiations covered
the entire renge of agricultural products and were attended by the
main exporting and importing countries.

The Community had proposed a new method, the essence of which
was the "margin of support', a reference figure by which to measure
the extent of agricultural protection. Margins of support should
be bound at their present level. This thinking on the agricultural
pertion of the Kennedy Round was new and bold, perhaps revolutionary.
No wonder that the Community had encountered doubts and opposition
in this connection; but no one had found any alternative. With
the decision on cereal prices taken on December 15, 1964, EEC had
established one of the most important conditions for using this
approach at the conference table. The common agricultural policy
of the European Economic Community and its approach to the agricul-
tural portion of the Kennedy Round could be takcn as a basis for
international co~operation in agriculture.

President Hallstein pointed to the common problems of economic
and monetary policy as the second point at which our interests and
those of the United States met in the Atlantic setting. "We must
pursue ecenomic and monetary policy in contact with ecach other on
both sides of the Atlantic if we wish lastingly to ensure full
employment and smooth economic growth in condi-ions of frec t-ade",.
The President went into the problems raised or both sides ot :he
Atlantic by the balance of payments, arnd saic¢ :lkat these c¢all:d for
new arrangcmcnts and measures to reconcile sta.ility with the
liquidity nceded for econoric growth and to av>.d placing burdens
on the monetary system of the western world.

The dialogue of continents covered questions going beyond
those which originated in the Atlantic areca. It was concerned
with the building up and defence of the whole free world. Europe's
part in this became all the greater as its unity advanced. The
interests of America and of the Community were already meeting in
all parts of the world. The EEC had intervened energetically in
the world-wide struggl: for the economic and social advancement of
the poorer peoples -~ in whst was today called development policy.
In so doing it had joinec: 1he United States in undertaking a work
of p=zce which was greavc- ond more difficult than sny other which
couli b2 imagined.

(ur comr>n goal was -~lear; if we wanted to get closer to it
we mst agree nel only ou th: goal ¥ut on how to rea:h it, but
agre:xment on this point h:d often be=a lacking. \Wie hoped that in
future Atlantic co-operation would also prove its worth in the
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ergans of GATT and of the World Trade Conference. We were at one
with President Johnson when he said that development help must be
given selectively and must be concentrated. The principle there=-
fore was not ‘'the same for all’ but '"‘suum cuigque". Cocncentration
in development policy meant abandoning the concept of a world-
embracing, egalitarian policy. Help given indiscriminately was
help wasted.

The Community's future activity in the development field was
not defined on a strictly regional basis. It would constantly be
¢xtending its field of responsibility.

In the third part of his speech in Amsterdam President Hallstein
pointed to the way history was developing: Europe, which only
yesterday was dependent on American care, was today ready to share
in the dialogue between continents: tomerrow, the rights it
assumed and the burdens it shouldered in the Atlantic partnership
would be commensurate with the strength it had drawn from unity.
Atlantic co~operation was the lodestar of our collaboration with the
United States of America. President Kennedy had outlined the
principles and aims of this policy and President Johnson teo had
declared his faith in it. European unity and Atlantic partnership
were therefore the pillars of United States policy towards Zurope.
They were also the foundations of our policy towards America.

Europe ceuld not be a valid and equal partner before it had _
complcted its own unification. Only then would it be strong enough
to take up the rights and burdens of partnership with this huge
power and so, in the last resort, be able to decide its own fate.
The United States of America offered us partnership. To get

Europe into good shape for this devclopment was the raison d'étre
and objectivc of the European Economic Community also. Consequently
we Buropeans had unreservedly accepted the offer by America, which
was as far-sighted as it was logical., "I and others have repeatedly
made this point on behalf of the Commission of the European Economic
Community. e must now get on with making a reality of our
agreements.”






