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It's a real pleasure - and sonmething of a relaxation - for me to
meet privately with you in an atmosphere where I believe we can get to.
understand eacn other better. Full understanding and agreement on
the common interests of Europe, america and the Western Alliance is,
of course, the main point of my visit. It's the reason why I talked
with President Kennedy and officials of your Government and why
I hope to see as many representatives of labor and industry as possible,
I want to express the interests and goals of the European Economic

Community, and I solicit similar expression from you.

Frankly, I address you with both a hope and a fear in my nind.
My hope is that the European Economic Community represents for you
crucial political stability at the free world's front line on the
continent. On the other hand, I fear, that you may also regard us as
some kind of new competitive economic force detrimental in the long run

to United States, and your, interests.

Let's go to the first point. We all agree that the free world
must continue with every neans at its command to resist the communist
menace. Ye don't have to debate that old question of whether the
Soviet Union carries on its military, political and economic offensive
according to a strategic plan, or whether it simply tries to get a
foothold wherever we -- Europe, anerica and the developing countries =--
show signs of weakness. The important thing is that the Soviet Union,
with its tremendous military and economic potential, does interfere in
our world whencver it feels there is no risk of a serious military mis-
adventure. In accordance with its ideology, its weapons are political
and military, and in most cases they are both. The Jestern world, with

its ideology of freedom, must respond in kind to the subversive Soviet

efforts, c‘o/.a.
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Our power to convince the aspiring peoples of .sia, ..frica and
Latin dwerica -~ and indeced many in the western world -~ lies in the
promisé that freedom is the best way of 1ife and guarantees a higher
standard of living than tyranny. This is a promise we nust constantly
keep. This is why economic co-opeération for progress in the industrial
nations of the free world has such political significance. My talks
here convince me that to-day this is better understood in the United
States than ecver before, and you can be certain that we in Burope are
equally determined to play our full part. What we must understand
completely is our interdependence., e simply can't face the Communist
threat pulling in different directions, following selfish interests and

neglecting the wmain one. If we do, we will fail,

This brings me to my second and main point: the necessity for the
free industrial nations to éngage 1in courageous, friendly economic
competition. Competition, we know, is the source of prosperity and
progress in one nation as much as among nations. The old concept which
took for granted economic disparity between the strong and the weak
nations, particularly in the westcrn world, is being discarded. In all
parts of the globe, states are beginning to organize in groupings
formed for political or economic objectives. We are witnessing a new
phase of world economic evolution. I think we may say that a large
part of this evolution was suarked by the establishment of the Europcan

Cémmunity, with the United States its proud godfather.

Since the launching of the European Iconomic Community, world
commercial policy has taken on an entirely new character. I anm firmly
convinced that this great new weight will make itself felt on the
"liberal" side of the scale, because a decisive part of the European
Economic Community's commercial policy is dictated by its econonic

relationships with the rest of the world.

In the first place, the European Economic Community is an area
poorly endowed with raw materials. This makes it the largest customer
of the almost 100 developing countries., Our responsibility to these

countries is rooted in the fact that we take more than 22% of all their
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exrorts, and in individual cases even up to 90%. ‘e have taken this
into due account. In all the Community countrics the number of zero
duty rates has enlarscd with the first 3o% move of the rrevious national
tariff towards the Comnunity's new common sxternal tariff. Most of

these arply to raw aatcrials. But additionally, the duties between

]

zero and 5% are 2130 LOreé NULIGrous. They ayxzly primarily to seni-
finished goods. In Germany, with the commen cxternal tariff they have
risen from 4.50 of all customs items to 454, and in France from 7 7%

to 20.5%. I'm revealing a sceret when I tell you that now we are con-
sidering whether we could reduce cven further the duties which are sig-
nificant to the develoning countries. Such a riove would facilitate the

import of raw matcrinls that we nced for our nrocessing industries.

In addition, establishrient of the common external tariff, at re-
latively low level should enable our competitors in the industrialized
nations to naintain as high a level of c¢xports to the Conmriunity as they
now enjoy. In fact, our experience in the first months of this year
indicates that the initial moves towards the tariffs of the member
states towards the common external tariff did not change the favorable

developuent of - for instance - American c¢cxports to the Community.

You may well want to know the grounds for this kind of optimisnm.
I understand your interest, because on this side of the atlantic I find
a great deal of apprehcnsion about the competitive position of Anerican
industry and its products. Let e illustrate with an cxample that bears
on the question of .wm.rican capital and .wrerican know~how moving into

Europe.

There has been talk for some years about the benefit, or danger,
of .. .¢rican investiient in Kurone - according to the individual points
of view. Frankly, a dirccted slowdown cof this investient would cause
nme great concern. It's not so much a question of magnitude, because
these investitents amount to little more than 1,6 annually of our overall
gross investment. Nevertheless, 1f the flow of patent licences and
technical know-how were to decline, this would considerably hamper

common technical progress in the dAtlantic world, I think this would be
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a very unfortunate turn of events. In this conncection remember that
there is 2 certain uodest reciprocity. Investiuents are veginning to
flow to the US. fro: our Coununity. They are not large yet, but still -
they are contributing to your industrial expansion and can only inprove

Your dollar positisn,

Now to thc s:cond point. I know that anxiety is fc¢lt in American
industrial and union circles that the United States may rrice itself
out of markcts, This is a delicate subjects  However, we should not
beat around the bush., It's truc thet the comyetitive position of wvany
inerican goods in Eurore is not strong. The reasons for this are part-
ly historical. .ftcr the war, Europcan countrics, suffering disastrous
dollar deficits, introduced protective mcasures of all Kinds, especially
dircctezd at products frou the 1o'lar are>. wWith Europe's denand thus
reduced, United Statcs firms were able to get by mainly with goods
which were produced initially for sa2le on the domestic narket. Because
of the high standard of living in the United States, such goods were
often too luxurious or too technically advanced to meet the rcecquire-
ments of the European countries with their nuch lower purchasing rower,
This was true not only for Europc but even more so for the developing
countries, who therefore felt they could buy nmore chearply in Europe.
n8 one exanple we have seen this happen in the case of automobiles.
Developnents in 1960, howcever, have shown that acerican production is
beginning to adapt itself -~ and successfully, if we look at the

acceptance of compact cars overseas.,

« third point is the wapge bill which I have already touched upon.
Consider tle stcel industry which is the pace-naker for wage increases
in your country as it is with us. Fron 1953/1960 Community steel
rrices increasad conly by 20% at the cutside. In Italy they cven fell
by 10%, whercas in .sicrica they rosc by 564, 4 capital exporting coun~
try is bound to have commodity export éurpluses, but the important

question is whether such = country attains corrcspondingly high capital

export surpluses in its balance of trade. If a sufficient balance of

trade surplus is to be attained, »rices in the capital export country
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nust be pore conpetitive than those in the other countrics,

I mention 2ll these points only to show you that we are well aware

of your problenms and that we share your anxietics in the fullest.

Our concern, I am proud to scy, is clearly reflected in our
commercial policy - a policy of prudently balancing the competitive
position of our industry with our econonic responsibility to our part-

ners in the free world.

Just now I mentioncd some of the arithmetic of tariff adjustment
which is involved in our ccononic union. Now lot me express in broader
terms our tariff philosophy, which embodies principles that we hope

will dominate world trade relations in the future.

I emphasized that the Cormunity has always pursued a liberal
policy. Ye have made offers for mutual reductions of tariffs in G.TT
which show that in the Dillon negotiations - which concern prinarily
the industrialized nations - we are prepared - for instance, so far as
the United States is concerned - to give more than our partrers are
likely to bé able to concede. Moreover, we have proposed that after
the Dillon round there be negotiations on further, substantial reduct-
ions of duties. In this field, we have gaincd experience which should
encourage all of us - including yoursclves. The 30% customs recductions
fully achicvcd within our Coumunity has not given rise to serious diffi-
culty anywhere in the industrics of the Member States - with the exept-
ion of a few isolated cascs in Italy. On the contrary::the nrotect-
ionists among us have been amazed to find that the exports of all
Member States have risen considerably. 4altogether, trade within the
Evropean Economic Community expanded by 28% in 1960 as compared with
the previous ycar. Take the example of France. .lthough French exports

overall have risen considerably in rccent years, France has becen able

to incrcase from 37% in 1957 to nbout 64% the share of its total ex-
ports going to Germany - a notoriously "difficult'" market, You your-
selves know the breath-taking speed with which United States exports

to the European Economic Community have soared. In the past year
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compared with 1959, certain irportant categoriecs of goods such as
finished products and transport equipment have regist:irced increases up
to 95%. In ny opinion, liboralism in world trade is progsressing re-
narkably when we of TiC can face a 7.5 billion Community belance-of-
trade deficit vis~3d-vis the U 5 without seriocus apprchension. Moreover,
I'n certain that our inports will continue to increase in the near fu-

ture.

Simultancously, the gross national product in the Community has
risen considerably. Fron 1950 to 1959 it rose by 745, In scveral
countries the increase of productivity betwcen 1953 and 1960 exceeded
40%. But when you consider these figures, don't forget that the GNP in
the USA is about threc times as great per person as in the Member States
of the European Econonic Community. This is the recason why the advance
of Comnmunity wages ligs so far behind that of Aserican wages. If pro-
ductivity is only one third, wages must be considerably lower, unless
prices are to become prohibitively high. Morcover, we find that the
rise of productivity is slowing considerably bocause available pro-
ductive capacity is fully used. Therefore, the increcasc of wages in

the Community from now will show up in larger degree in rising prices.

Given this condition, you may wonder whether we ocurseclves are not
afraid of balance of payments difficulties if the cost of the things we
sell goes up, Yell, this is a question too hypothetical to be answecred
right now. Most likely we will have to follow this development further
‘before we can draw reliable conclusions. PFor the tine being, we -
like you - are raﬁher nore preoccupied by the balance of payments pro-
blem that has arouscd so much concern here, that is the Jmerican ba-

lance of payments.

The Commission has been giving carceful attention to this problen
for the past two years. e werc the first to point out that, because
of the constant outflow of gold, the .uicrican cxport intarests would
have to be taken into account in negotiations on a'’free trade area
going beyond the EEC and encompassing all the other industrialized
European states. When we proposed, more than a year ago, that the
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Federal Republic of Gernany should revalue the Deutschiark we wérc -
guided to a large extont by similar considerations. We were very glad
when our six Ministcrs of Finance rccently decided at one of their
regular neetings that they would reconmend to the governiients of the

six Mumber States that they make advance repayment of § 3.3 billion of
the post-war debts to the US.. Germany and France, the principal debtors,

arc already, in fact, beginning this repaynent.

To sum up the rather complex issucs which I have so briefly sketched,

let ne say this:

The lmerican conpetitive position in Europe, as in the world, has
its difficult aspccts, but we sheould not magnify their gravity. I think
your favorable 1960 trade figurecs bear out this contention. For our
part, the economic position of our Conmunity is a healthy one and we
feel that we must launch on the adventure of stinulating greater compe-
tition to further the logical division of labour anong the industria-
lized nations of the atlantic world. We do so in the belicf that free
and pecaceful ceconomic competition remains *he best stinmulus for our
common advancenent. .is we move forward, we need your continued support:
for we know that now that Europe - thanks largely to .iwcrican aid - is
economically on her feet again, Phis implies new rcsponsibilities for us
all,

To conclude, we of the BEC know the importance of solidarity to
integration =~ solidarity within and without. I have alrcady spoken of
our rclations with the surrounding world, so I only nced say a few
words about our internal solidarity. In this context we are particular-
ly anxious to work as closcly 2s possible with the Free and the Christian
Trade Unicns. They are anong the champions and defenders of our work.

We consult them when preuaring negotiations, and in ocur Econonic and
Socinl Committee they c¢xjress their opinions - sonctisics very bluntly! -

when the Commission is working out common policics in cvery field,

I hope I have convinced you that the Europcan Econonic Conrunity
has an open mind whercver comnon intcerests iicet in the western world.
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as I said,,wé arc belicvers in interdependence. That meansvcéllabo—
ration for strength. It's in meetings such as this one that we éih
illuminate our comron interests and talk them over frankly and pro-
fltﬂbly.v That's why I am happy to have had this opportunity to meet'

with you. Let us pool our nceds, our problems and our hopes.






