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BY MR, GIBSON:

Q Mr. Marjolin, how do you see the prospects for

~trade between the U. S. and Common Market Couniries during

the next year or two?

A ‘Well, forecasts are always dif{icult. If we
look at the past, in the last few vears the European trade
deficit has been steadi.y increasing. 1 gave a iecture to
the American Bar Associztion in Brussels on Tuesday night
and I quoted some figures which I night give you,

Q Fine, yes.

A Yo want me to limit myself to trade with the

U. S. or trade with the rest of the world in geieiral, plus

_ some specific figurés~about the U, S.

Q Well, I was mostly‘interested with the U. S.,
except Where‘v. S. and Common Market trading interesis conme

tcgEthe?. Now,}l know this is a problem, particularly, I

-know that many Germans with whom I have had the most dealings

'"'are concerned becauae in many cases they complaln the U. 8.

ompanies are msving 1nto their markets.7

A ,Yes, well that is, of course, more 4ifficult to

. assess.

7"fQ ~ You go right ahead.

A Well, I would like to say that since 1958, since

 the creation of the Common Market, there is no doubt that
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the Common Market has been the siroungest factor in the
development of world trade. Our importis for 1958 to '62
from the rest of the world as a group have increased by about
40 percent, at a much faster rate than American imports or
than British imports.

During the sapme period American imports rose by
27 percent and those of England by 20 percent. In the first
half of 1963 our imports to third countries taken as a group
have increased furiher by about 30 percent in the first half
of 1963, compared to the first half of 1262Z.

Now this increase has been an especially rapid
one so far as commodities coming from the L. . and
U. S. were concerned.

Our imports between '58 and the middle of '63,
our imports from the U. K. have more than doubled, and
our imporis from the U. S. have increased by about 78
percent. |

At the same time, from 1958 to 1962 our exports

have developed much more slowly, by ahout 29 percernt. And

‘they have also increased more slowly during the first hald of
11963.,'I‘h§ve not got the exact figure, [ would say the increase

' has been of the érderrof.about‘three percent.

The result has beeh that our trade deficit has

’V;sw011en as youfmight expeét. Taking the rest of ihe world

7;  ynaéLa group,:quf t;ade-deficitfin 1958 was $245 million.



‘mec-4

J",ﬂfment, It certainly haa 1essened monetary teasians betwaen

In 1962, it has been $1,700,000,000. In the first half
of '62 the trade deficit was less than $1 billion. In the
first half of 1963, it was $1.6 billiocn.

So, everything considered, our trade with the
rest of the world, has been a factor, ano doubt, in supporting
the economies of third countries,

Now, you are aore interested, as you said, in our
trade with the United States., Our deficit with the
United Stateshas more than doubled between 1958 and the
first bhalf of 1963.

Our trade deficit with the United States, the
deficit of the Common Market, was about $1.5 million in
19568. it rose to $2 billion in 1962. 1In the fiyst half
of 1962, it was a little more than $1 billion.

Q That is '62 or '63? |

A That is '62. It was a little more than $1
bi‘ii;f.on.,‘ In the first half of 1963, it has reached $1.3
million. Therefcre, insofar as you consider the past there

is no question that EEC traae has been a useful toodl in help-

'ing to’ mainta1n equilibrlum, monetary equilikx jum 1n the

; "free world. ,

What I want tn stress is that we do not consider

 # .that increasing imports is a bad thing, is something bad.

’VVfAnd, we feal that on the whole 1t has been a healthy develop~
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the free world. But since people usually are not aware of
that situation, I think it is useful to stress it.

Q Do you see this continuing into next year?

A Yes. What I would call pre-inflationary or aven
inflationary trends in France anc Italy and also tensions
in other countries -~ I understand the Dutch are fighting,
are trying to prevent larger increases in wages. 1 would
think that is our trade position the coming year; it is very
difficult to see bevond that.

Normally, from our point of view, it should
deteriorate further.

Q Deterviorate from your point of view, but from the
American point of view an improvement in opportunities to
sell?

A That is right.

Q i asSume by this, too, you mean both consumer
gopds, as well as producer goods?

A Yes. Well, I have not got the detailed figures,
but the increase in imports of consumer goods has been
;especially striking.»

Q This is because pe0$1é have‘more money and their

' {»anticipations are increasing, too,
,; ,, “  Aﬂ Right. iday have more money to spend, the
" { 1ndustry of the Common Market is working at what you might

‘I;';]‘;‘eall almost full capaclty And therefore, the safety




> 6 valve is imports. This is especially striking in the case
of Italy, where imports into Italv have bern developing very
' fast in the last few months. With the result that now
Italy has a large deficit in balance of caynents.

Q Do you sce any move by these countries 1o reduce
imports?

A Not directly, and this is a very good sign.
For instance, when the French took steps two weeks ago to
stop, or to slow down inflationary trends, instead of
reestablishing import restrictions or increasing tariifs,
they lowered ta.iifs. »oth in relation to¢ other Common
Market countries, and in relation also to the rest of the
world, within the limits of course of the Common external
tariff.

And, I gather from what I read in the press
yesterday that the Italians are’moving in the same direction,
which is a good sign. It‘shaws really that our commerical
policies are of a very godd character.

Q This is what the Germans did also abouut a year

ago? e
A That is right.
’ | ';  ' ‘ , Qi‘ 'Of cpﬁrse,’théy ?ﬂildwéd this for a number of
, yéars; , ‘ S o

_Do you anticiyata this attitude will show up in the

” ;Kennedy Round Turiff Negatiations?
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A Yes,in the sense that the idea of a global
and important reduction in tariffs is fully accepted on the
European side.

Q Well, this implies that it is hopeful that there
is a similar attitude on the Americun side,

A I think that is probably the case.

Q What do you think of the prospects for American
investments in Western Europe?

A May I ask you a question?

Q Certainly.

A You see nobody, of course, can deny the figures

I have just given you. But sometimes the reaction is,

. 0of course, your imports are increased, but it is not because

you have been liberal in your trade policy, just but could
be because you have had a production boom and, therefore,
it does not show anything even if you had been protection-
ist; since your §roducti§h was developing you would have to
import more. And, I think this is part of the truthk. This
is why in this talk I gave to the American Bar Association

I tried to analyze WBy European importits have developed

7t0‘such'aﬁ extent.

Q Well, T did. in this conmnection, of American

bu61nesé'withyﬁurope, uean to ask you about the pro=mpects
'~_fbr_Amaricaﬁ?inVQétment by companiesyin Europe. 1 ask

"f_this‘1nftﬁa ¢6gtéxt_6f?thé vafipusﬂreports and correspondence



which we have had.

A Well, you see I tried to 1ist the reasons
why there has been such a tremendous increase in imports,
The first cause we know is the economic boomn. But, in
addition to that, you can say, I believe, without being
inaccurate, that on the whole " l1e¢ commercial policy,
of the E.E.C. has been a liberal one, within limits, like
everything, always within limits. And I have tried for
myself to find out what we had been doing since 1658,

First of all, the common external tariff as we fixed
it in 1938 through this process of averaging turned out io
be less protecticmist than the national tariffs as they
existed before 1958, not because we put ceilings for
duties on all materials, for duties on semi-finished
products but because also for certain commodities we
fixed duties which were lower than the arithmetical
average.
The result, insofar as we can calculate, is thai

‘the common external tariff is probably lower by about 12
‘percent than the average protection that existed. |

Q Before 1958? |

'A‘ = Before 1958, yes. Ih'addificn to that, of course,
we had to give compensation in Gatt to countries which
could compla:i.n that we had raised ‘the tariffs that had

| ‘been consolidated before. Then came the Pillon negotiations.h‘f
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and the common external tariff was further reduced.

Then, in addition to all that you will remember
that just before (e Dillon negotiaticns started, we agreecd
to suspend duties, industrial duties, in the common external
tariff by 20 percent, as an anticipation on the results of
the Dillon negotiation.

You know, this year we decided to maintain that
suspension of 20 percent until we know the results of ihe
Kennedy Round.

To all that, I would ouly adgd this, which is,
of course, a point which is very much debated betwesn us
and the American Delegation in Geneva now: that our
tariff, the common external tariff, by the way it was
fixed, the averaging of national fariffs, is a very homo-
genious tariff. I mean it is not a deliberate decision on
our part. It just happends to ~-

Q Happens to ﬁark out that way?

A Yes. I mean all our duties, for instance, or

‘finished products are more or less within the braclut of

,15_percént., We have'veiy'few tariffs shove 25 percent

Hand practica11ynone abdve 30 percent. While, of course,
g tﬁe situation is‘Quite‘éifferent ihsofar as the American,

vandVeﬁen the Britis5, tariffs are concerned.

Q  We do have some that are up in the 50 percent

| andrabové brgcket§f‘f'
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A Yes, a good many above 50 percent. I don't remember
the exact figure. Vo can check it, but I think you have

around 800 positions above 50 percent. So, you can say on the

whole for good reasons and also becauss it just up and happened

that way, the common external tariff is not a very pPro-
tectionist tariff.

As a matter of fact, even without taking into
account the 20 percent suspension, It is a tariff which is,
I would say, slightly lower on the average than the
American tariff and less protectionist. And it is &iso
a tariff which is considerably lower than the British
tariff. But I don't know whether that interests
you.

Q It does. 1t also seems 0 indicate that bar-
gaining is going to be fairly tough when it gets under
way in Geneva. I said tough in the sense that you are
ndt going to be in a great hutry to lower your tariff
even further until the United States produces somethiug
in return.

A’ we11, we shall want certainly a spot of reciprocity,

2 certain homonegenization of tariffs. How much,it is
"f,iimpossible ta say now. ﬁb woﬁldflika, of course, to get
,fas large a homnnegenization as possible, but we& are also
'very anxious to reach an agreement. Therefore, I mean it

'7   wi11 have to be a compromise.
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Q 0f course, also many Americans would contend that in
Europe the really meaningful resirictions in many cases are
non-tariff restricticos?

A t is probably true. But as you know, the
Europeans arve of'the same point of view, vis a vis
United States. They say that that is the most restrictive
is not the tariffs, but custom procedures and the
Americans' selling price and the "Buy Anerican' act, and so
forth. So we shall have to thrash all that together, und
try to eliminate many obstacles of trade sither than
tarifis,

Q What do you expect this future trading prospect

between the two areas means to the American balance of pay-

. ments sitiatiom,Mr. Marjolin?

A Well, there is no doubti that this large increase

in our trade deficit in the last few years, and especially

‘this year,has been a2 very helpful factor for the American

bélance of payments. But I would not like io go further
than that.

The American'deficit is in balarce of payments
19,1a£gél§ due, as you'kndw, to capital exports and I don't

kndw really how you are going to stop it. My own feeling is

" that those‘capital eprrts,are not going to last. That s

‘my own view.

p%é  ~Irrespective of any national restrictions?
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A Irrespective -~ but I mean this is a hunch
more than a reasoned conviction. But with the American
economy picking up, developing and also with the inflationar
tendency in Europe, if I were an American, I would right
now have a tendency to invest more at home and less
abroad.

Of course, I make a difference here between
direct investments and purchases of securities. Insofar as
direct invesmments are concerned, it is quite clear that
when an American firm has a branch abrogd, and the market
is good, they will ge on investirg, at what pace, 1t is
difficult to say. It depends on the country or the
branch of the firm. But it will go on,

I have this feeling, that if as we can expect,
the American recovery develops, there will be a tendency for
Am@fican capital to stay at home and even for European capit
to come to the United States.

Q@  Would you care to say how important you think a
tax redgction is in achieving this American recovery?
A T have said it publicly befcre, I think the tax

redﬁétion ﬁbuld be a2n excellent thing. I mean it would

- strengthen the basis for‘économic expansion in 1964.

'i'Qf' Yés;“dn the~issue of direct American investments,

y »até;tharéggoing to be any E.E.C. restrictions upon

 that?
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A No. I don't think it is either the interest
or the intention of the E.E.C. to put & resiriction on
American direct investnents.

Q What is the feeling about the Awmerican moves to
restriet capital outflows?

A Well, I think on the whole it was well received
in Europe and personally I have just a little doubt abouti
the tax on purchases of existing securities. I don't mean
new issues, I mean existing securitiec. Because I could
not see very clearly how it would operate. But it is just
2 question mark in my mind, it i1 not more than that.

Q ¥ see, sir. Could we tura to the long-ternm
international monetary -=-

A You are not interested in agriculture, I
sﬁppose? Because you know that is one of the main points of
contention.

Q Yes, and the reason I didn't really ask you
about it too specifically is that quite frankiy I don't
really see how this is going to be worked out. Do
you see any 11ght at the end of the tunnel on this?

A : No, I don't. But I think it it is important to
r'ealiz'e.k m E.E.C. imports of foodstuffs siace 1958,

 imports of American foodstutts, for use in the United Statcs
“f have more than daubled.

Q«-‘,Since 1958?‘
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A The figure in 1958 was around $400 million and
in 1962, it was $825 million. Thercfore, this is no
guarantee for the future but this is an indication that
in the past our import policies have not been unduly
restrictive. It might be a factor of confidence, insofar
as our intentions for the futvre are concerned. And we
say that, in working out and carrying cut our common
agricultural policy, we intend to take fully into account
the interests of third countries, and especially United States

Those past figures, let's say, are an argument

we can put forward.

Q Of course, as you know, what worries many peoplc
is looking at figures and productions of, French wheat
production and many other things, which in many cases looks
like Common Market countries and even Western Europe in
general is approaching é,position of self—sufficiency in many
products which they never particularly had before? |

A Yes, but cconsumption is increaSing, too. Not
consumption of wheat but consumption of mezt, dairy
products, for example, poultry and iu general of all food~
| stuffs whichrare called rich £oodstuffs, rich 1n fats and
proteins and therefore, I mean this coustant ncreasing
consumption should make 1t possible for the Europeans and the
Americans, as well as Canada, Australia and so on, to

B reach reasonable agreemants. =
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I don't know what shape it will take. But an
agreement which would mean that Zmerican exnorts to Surope
will not be reduced while at the same time the European
farmers would get increased markets. It isn't as if
you had to deal with a shrinking consuunpiion or a
stable consumption.

When consumj..ion is increasing, somehow you can
reach an agreement to share the}increase

Q And this is the middle ground, the sharing of
the increase?

A This is the middle ground, or at ieast, let's say,
seeing to it that exporters of foodstuffs to Furope ion't
see their exporis reduced.

Q' I know, of course, many Americans think that the
real big hope for the future is in feed grains.

A  Yes. More than wheat certainly.

Q ~But then, of course, many also fear there will
be moves within the Common Market to reduce American
imports of feed grains?

A Yes. But the demand for feed grains in the
Common Earket is increasiag very fast, which as I say is a

factor -one has to take into account when assessing the

,"future.

Q Of course. Could we turn to the monetary

‘il?situation mow?
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Now, do you think there is a need for a general
study of a revamping of the international monetary system
nowv in effect throughout the free world?

A ell, I think the turn thing> ryz toklng is
good. It is very important, I believe, and I understand
this conviction is shared by the Amcrican authorities, it is
very important not to tie together this study about® the
future of our monetary system and the present situation of
the American balance of payments.

Q The present situation must be cured first, in
other words?

A Well, I think that it does not mean that we should
not study the future, while you are making all of <these
necessary efforts to reestablish the equilibrium of your
balance of'payments. I know this is the way your people
understand it, too.

1t should be clear that thisstudy of the future
is not a way of getting more help for the American balance

of payments. That granted, then I think it is a very

good thing to study the question of the need for liquidities

inithe next five, ten, fifteen years and see how we are going
to face it.

Q@ Do you have any judgment as to what this study

would show?

A I dQn't know,




17

17
Q My impression is that there is not a burning
demand in Europe for major change ot this moment. Am I
correct in this?
A HNo, not a burning denand. The British,of course,
seem to bhave a different view. I cdon't kZnow what they
are going to say this time, but they are more anxious
for 2 study cf the problem than the European countries.
Well, it is always the szme thing. When you
are in difficulties, you want to chanze. When there are
no difficulties, you want to stay where you are, At
the present time there are no real difficulties in Euvope.
As a matter of fact, in spite of this deterioration of
our balance of trade, which I was mentioning before, our
over-21ll balance of payments is still extremely con-

petitive.
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Q Some people in Turope argue that the European
inflationary situation will gradually work to solve the
Amexican balance of payments problems, Do vou sharc this?
. A Well, 1t is one of the factovs which makes me

optimistic about the future of thc juerican balance of pay-
ments. I have also been optimistic and I don't understand
why the Americans themselves are as pessimistic as they ave,

If you look at the wage cost per vuii over the
last few years, it has been practically stable in the United
States, meaning by that your wages have incrcased by about the
same percentage as productivity, While iu Turops, in wost
European counir:es, the increase in wape cost per unit has

‘I’ been tremendously rapid, which means a coustant iwprovement
in the American competitive position.

And if inflation goes on ir Europe, the inflat-
ionary tendancies develop; or arve maintained, then that wlll
go on. I don't know, I have not got the figures in hand, but
I would say if ycu compare wages cost per units in the Uaited
States, and in Europe, over the last 2 or 3 years, the result
has ﬁeen equivalent to a revaluation of Muropean currcucies

by 15 percént or something of that sort,

Q It works out to that much?
A Yes,
Q  That is interosting, There have been various

- stories and reports from Luxembourg that the steel industry
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in Europe is going to be slowing down its investment in the next
year or so.

Is this true of other industries, and if so, dJdoes
this portend a future slow down in industrinl zrowuth?

A Well, investments ave still rising in Europe,
industrial invesﬁmenfs, ¥hat you might call productive
investments, investments in plantis and machinery as dis-
tinct from housing, infrastructure, records and clectricity
and so on, the network for distrikuting eclectricity and all
that,

But vie di.icet productive investments, planis and
machinery, are still going up, but going up at a much slower
rate than in the past. As a matter of fact, in the present
boaﬁ, the present European boom, this iz the weakestv factor.
The strongest factors are consumption, and government ex-
penditures.

This yvear expor¥ts are picking up. But industrial
investments are still going up, but at a slower pace. I would
not hasten to pass a judgment on this situation, After all,
 there has been a big boom in investments in '60, ’'¢l and '62,

raad itrmaﬁ‘ndt be nnreaéonable for consumption now to develop
,ﬁp to‘the point when full u>¢ will bé made of the increased
capacities.which were created in the paét years. |

| I must say I don't'belong to the school which I

would say contrastis, triés to establish a contrasting position
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between consumption and investments. I mean, if consumption

develops, the time must come when it will increase investments.
The tendancy you noticed in the steel industry

exists in other industries, to the sam~ extent, The sieel

industry is in special difficulties.

Q Its relation to the whole world situation, yes?
A Yes.
Q Let me change to ome other topic.

What do you see of the prospects for trade with the

Communist countries?

A I dor't Znow, It is a very smzll pavt of our trade,
Q O0f course.
A I would say that if the political tensions ex-

igsting in the world decrease, it is prvobable there will be
an increase in trade. But the big question is what have the
Russians got to give. ‘What can they export?

Q So far they haven'’t given much indication that
they have much.

A I mean, they seem to be shorf of food stiuifs,
the kind of consummer goods they could export ase not
',up toythe standatdswhichWe like in the West. They want to
‘ import‘capital goods whiﬂé means that they haven't got enough
',for‘themselves; |
Then they have some raw materials and some spec-

ializedkyrodncts, but they have got coal, especially the Poles,
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but I mean there is plenty of coal around. Of course, they
have got caviar, Vodka and crab mecat and furs, but I wmean
that doesn't represent.

Q That doesn't buy very much, doos it?

A This is the problem. I think it is how much
have the Russians, how much can the Russian sell? Whathave
they got to sell, to export. This is the real limitiag
factor. And I don't see an indication that this limiting
factor will disappe;; in the near future.

Q Do you think the communiiy's mechonism ig going
to have to o used in order te solve the inflationary
problems that are facing Italy and France? That is, can they
colve fhem alone, or do they have to solve them within the
framevork of the community?

A Well, I would say at the preseni stage the French
and Italians can manage themselves., You see, wihat the Treaty
of Rome provides in such circumstances is mutual aid or
import restrictions. But both the Italians azd the French
have such largc reserves, still very large reserves, and
there is no need for mutual aid, nor for import restrictions;
fhey cgn stillrmanage by themselves, I mean, they can still
~ take themselves the necasséry measures.
| VQS'to the future of what you call planning, it
 ’15 not caliedplanning‘anymore, it is called now medium

‘wﬁérm econdmic‘pplicieso
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I would say the prospects are not bad. The way
we have worded our proposals, I think, should make it pos-
sible to overcome traditional objections. What we want
really is simply this: In all our countries the State. the
Government, is playing a major role in shaping the fuiure of

the economy.

Q That is becaus~ there are so many governmecnt
enterprises?
A Government enterprises and also bscause the

budget is so big, the government expenditures are ©o iarge,
and because the government is master, practically, o¢f the
credit policies and so forth.

So what we would like is just to krow what the
governments have in nmind as to théir own action, as to what
they are going to do over a period of, not 10 years, but maybe
3, 4 or 5 years, not as something rigid from whic.. they will
not depart, but as a kind of a guldeline and practically all
of the European countiries are doing it, bui they are doizng it
in a way which is not always coherent,

Q They don't call it‘that either?

A They don't call it that way. But what we would
like to see happening is coordinatiou‘af thinking between
,the gévernments,based'onan appraiSal‘of what the future

economic development is likely to be.

':QxQ ":  bqésﬂ't this tie«in'with trying to help France
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and Italy, or is this too long range?

A I think the problem the French and Italians are
facing is a short-term problem. They have to take energetic
steps to kill the inflationary tendancies and that has to
be done within the next few months. i is not a matter of
years, it is a matter of months,

- Q When I asked about the future of planning, I was
also thinking, what is the affect of Mr. Erhardt's evaluation
to the Chancellorship likely to have in ail of this?

This might be something you might not want to
comment on, on the record.

A Well, we don't expact any change.

(Whereupon, at 11:10 o'clock a.m,, the above

interview was closed.)




