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"A new science of politics,” said Alexis de Tocqueville, "is indispen=
sable to a new wor1d¢"£2f In my own view, as I have hinted already, the very
nature of this world necessitates a re-definition of what we ordinarily mean
by words like "politics" and "economics", and a re-drawing - perhaps even
the elimination « of the semantic frontier between the two. “Economic inte-
gration' is a response to a political challenge « a political response that
is also a political process. Moreover, the European Community that is theveby
being created forms a part of the "continual revolution” that is transforming
our age. As such, it is not only a new economic entity, but also a new
political fact which in its turn has political consequences in the wider
world,

The essence of politics, however, is cholce. For this reason, I should
not like to leave the impression that because the logic of economic integra-
tion is compelling and inexorable, its consequences can be put into practice
without making a political choice and a number of difficult political de-
cisions. Such choice and such decisions were needed for the procesg of
European integration to begin, In order that it may continue, they are
needed at every step of the way. Aund in order that an integrated Europe may
make its full contribution towards solving the crucial problems that face us
all, further political choice and political decisions will have to be made -
not only by the European Community, but also by its friends, allies, and
partners in the free world as a whole., That is why I have entitled my

general theme "United Europe: Challenge and Opportunity,®

19/ Tocqueville, op.cit., p. 7,



It was in response to a political challenge, of course, that Europe

itself began to unite. Of the technological challenge I have spoken already -

the advent of mass production and hence of the need for larger markets, the

relative shrinking of distances as means of communication improve; the emere
gence of new economic giants in the United States and the Soviet Union. 1Is

it necessary to add that these new developments were political challenges

too? The need for larger markets is itself a challenge to the narrower
frontiers of the natione-state. The shrinking of distances reinforces the need
for nation-gstates to acknowledge their mutual interdependence. The emergence
of new giant powers is a constant incentive to the older - and smaller =
nation-states to seek to preserve their influence by sinking their ancient
rivalries in effective joint action.

All these political challenges are - or may be - peaceful, They would
not be removed by banning thermo-nuclear tests, by securing world disarmament,
by reaching a permanent pact with the Communist powers, or by channeling the
forces of aggressive nationalism into pacific and comstructive paths, In
this sense, therefore, they are a permanent feature of eur world's political
landscape. MNation-states in the nineteenth century, indeed, already faced
them - but failed to come to terms with them, Partly for this reason, our
generation has been obliged to meet further political challenges which by
their nature are sharper and very much more formidable.

The most cobvious of these is the thermoenuclear boub: but this is
only the supreme and symbolic example. National frontiers already began to
lose much of their military significance, that is, with the invention of

tanks and aircraft half a century ago. Artificial satellites and inter-contie

nental missiles have carried the process further. With destructive weapons




so powerful and so indiscriminate as thermo-nuclear devices, war itself ceases

to be an instrument of policy. From now on, the aim of diplomacy can no

longer be to win the next war, but only to prevent it; and the aim of military
policy can only be defensive and deterrent. In this new context, it was neces-
sary in Schuman's phrase to make war between France and Germany "not only un-
thinkable but materially impossible." "The Watch on the Rhine" no longer has
any meaning, indeed, when all Western Europe is surely in the same boat,

This fact in turn is itself a reminder of a second political challenge -
and one which takes the form of a political threat, There ig no need to recall
the various stages of disillusionment whereby that threat became apparent =
the rapid establishment of Soviet hegemony in Eastern Europe; the division of
Austria and Germany; the abortive attempts at settlement; the Civil War in
Greece; the creation of the Cominform; the Zhdanov Manifesto; the Communist
coup in Prague; the blockade of Berlin; the crushing of Hungary; the building
of the Berlin wall, There is no need to recall the ceaseless war of nerves,
the carefully timed concessions and blandishments, the suddenly renewed threats,
Suffice it to say that for fifteen years Western Europe has been menaced by
political forces whose explicit aim is the negation of democratic life, These
forces are very close at hand: the so-called "Ironm Curtain" is nearer to Brus-
sels than Washington, D, C., is to Boston., They are very powerful - and their
strength is increasing. Moreover, they challenge us in all spheres, Restrained
from overt attack by fear of the nuclear deterrent, they continually infiltrate
in matters of economics and politics, "Competitive co-existence," in fact,
means cut-throat competition; and it is competition in which Communist empirew
building is backed by all the resources of ruthless central planning, and all

the dynamism of a pseudo-religious sense of mission. To meet it, the West must




w52«-

prove that a free system based on reason and a respect for human beings can work
even better - provided that artificial and anachronistic barriers to it ATE Ti=-
moved. Economic integration in Europe is a major step in this direction,

It is also a step towards meeting a third new political challenge, and
one which future historians may come to see as the central issue of our epoch,
This is the challenge and the opportunity represented by the emergence from cene
turies of domination and poverty of proud new nations in Africa, in Asia, and in
Latin America. Some of them look back to civilizastions older than that of
Western Europe: but they all look forward, with justified impatience, to a mate-
rial future comparable to that of the world's industrialized countries, That
these new nations will avoid the tragic errors that our countries have made in
the past is their hope, and ours. We owe it to them to demonstrate that we too
have learned from past mistakes, and that a free and democratic society can
provide solutions to their problems at least as rapid and effective as those

promised by its antithesis,

All these, then, were political challenges to the West - and to Western

Europe - to put its house in order, To meet them adequately required a politi-
cal decision, As Schuman put it on May 9, 1950, "It is no longer the moment
for vain words, but for a bold act - a constructive act," The rest of his
Declaration made it clear that its whole purport was political, and politically
audacious. Five years after the end of World War II, it proposed palitical
reconciliation - and progressive material Integration « between France and Gege
many, working towards a "European federation," The immediate means appearcd
to be economic: "Thus will be realized, simply and rapidly, the fusion of in-
terests which is indispensable to the establishment of an economic community,”

But the goal was clearly political: "Thus will be introduced the germ of a
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broader and deeper community between countries long opposed to one another by

bloody conflicts,"

Thus, right at the beginning of the story, its political nature was
made clear. It would be hard to state it more vnnistakably; and it was cer=
tainly understood by those European countries that for this very reason felt
unable to respond to Schuman's appeal. Those that did were equally clear-
sighted. They followed the Schuman Plan ~ the Coal and Steel Community - with
two even more explicit and ambitious ventures, the Treaty for a European De-
fense Community and the draft project for a European Political Community. They
falled. More successful were o + « « « « » o« s » « » the projects for a Eur-
opean Atomic Energy Community and for a European Economic Community, Present
discussion of the possibilities for some form of organized political coopera-
tion among the Member States of the European Community is a further reminder
that politics is the continuing theme of all these efforts. What precise
shape such organized cooperation will take is as yet uncertain. In these mate
ters it is sensible and necessary to advance pragmatically., What is established,
however, is that no one envisages such organized cooperation as in any way a
substitute for what is being achieved by the existing institutions of the Eur-
opean Community, Cooperation should assist, not hinder, integration,

Mention of the Community's institutions, indeed, is yet another reminder
of the political nature of its work. Living and working within the structure
of those institutions, one is sometimes tempted to take them for granted, and
to forget how unusual they seemed when they were first established, Three of
them - the Executives, the Parliament, and the Court of Justice - ave a clear
acknowledgment of the unity of that larger entity which is being created; and

the fourth - the Council of Ministers - although in eome vespects resembling a
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traditional intermational boedy, is also an integral part of the new and larger
whole, not only in its legal status but also by virtue of its vouting svstem and,
I may add, the atmosphere that normally prevails there. Together, these organs
have many of the characteristics of administrative agencies, and they certainly
amount to what the League of Nations experts on customs unions called “some
political mechanism,"” Within their limits, indeed, they follow a federal pat-
tern,.

I said "within their limits": but lest this qualification should be mis~
understood, I should like to qualify it in turn with a further quotation from
that distinguished British economist, Professor James Meade, whose study of
economic union I have already had occasion to cite, He wrote: "It is altoe
gether too simple-minded to argue......that we can form a federation or other
type of economic union which transfers to some supranational body just one or
two precisely defined economic functions and which leaves the national govern-
ments thereafter complete freedom in the design of their own domestic economic
policies...... The implications of economic union are much more far-reaching

than that; and it is no accident that in the federal democratic states which

really work in the modern world more and g&fe economic power is passing from

the member-states to the central union,”

These are the words of an economist, I myself should prefer to put it
differently., The EEC Treaty, that is, provides in a number of very flexible
ways for joint action in the policy field, In a number of places - particularly
on social matters « it calls for "collaboration' between the Member States.

Elsewhere ~ and especially on the question of general economic policy, monetary

20/ J.E. Meade, Problems of Economic Union (London, 1953), p. 83,




and financial policy, and the balance of payments - it speaks of "co-ordination,"

partly through the Community's Monetary Committee, Cyclical policy and exchange«
rate policy it requires to be considered and treated as "matters of common in-
terest," '"Harmonization," on the other hand, is what the Treaty requires in

the field of tax policy; while in a number of other cases it calls for the
“approximation" of natiomal legislation, In competition policy = including
anti-trust questions = the Treaty demands "common rules"; and for agriculture,
transportation, and foreign trade it specifically stipulates that "common pol-
icies' should be applied,

All these are pragmatic provisions: but they are also, I think, highly
significant, In my view, the logic of economic integration not only leads cn
towards political unity by way of the fusion of interests: it also involues
political action in itself, What, in fact, are all the matters that I have just
mentioned - if they are not political? What issues could be more burningly po-
litical than those of agriculture? The Member States of the European Economic
Community have agreed to face them together, and they have already reached
unanimity on the beginnings of their common agricultural policy. What economic
question is more deeply involved with the political issue of national sovereign-
ty than that of exchange=rate policy? The Community's Member States are pledged
to treat it as a matter of common concern, What, finally, could encroach more
openly upon national autonomy than the establishment of a common policy for
external trade? At the end of the EEC's transition period, this will be subject
to majority vote,

Once again, let me stress that I am not suggesting that all this will fole
low automatically or without snags. In politics, nothing does. Agreement on all
these matters will require political courage certainly no less than that which

was needed to sign the Community Treaties in the first place. And that courage
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was alrrady considerable: for what the Treaties set in motion was a process

far more ambitious than the modest words "economic integration” would suggest,
What they provide for, indeed, is the integration not of economic activity as
such - the actions of employers, workers, producers, merchants, professional
men, and consumers =~ but of the increasing role played by Government in determ-
ining the conditions within which such economic activity takes place. We are
not integrating economics: we are integrating policies. We are not just sharing
out our furniture: we are jointly building a new and bigger house.

"Political integration” is no doubt too bold amd too grandiose a term to
describe this process; but as I have suggested, its startingepoint, its goal,
its methods, and its subjectematter all lie within the political domain. The
significance of this becomes clearer when one turns to consider not the domes-
tic policies of the European Community's Member States, but the relations of
the Community as a whole with its partners in the rest of the world.

A transformation of those relations was of course one of the major aims
of building the European Community - a new giant big enough to hold its own in
a world of giant powers. Perhaps for this reason, the EEC Treaty is almost
surprisingly unspecific in this domain. It contains a number of declarations
of principle, stating, for example, that the Community is "desirous of contribe
uting...ssst0 the progressive abolition of restrictions on intermatiomal trade®
and that it wishes "to ensure the development of ...eee i;hgf prosperity iﬁf
overseas countriegf; in accordance with the principles of the Charter of the
United Nations,” To these ends, it calls in particular for a common policy in
matters of external trade, and for the association with the Community of overseas

countries and territories having "“special relations"” with the Member States,
g sp

It likewise affirms the Member States' willingness to enter into "reciprocal

and mutually advantageous arrangements directed to the reduction of customs
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duties below the general level which they could claim as a result of the estabe
lishment of a customs union between themselves" - a clear pledge that the Come
munity’s Common external tariff is a startinge-point for further tariff reduce
tions. As regards quantitative restrictions, the Treaty similarly declares
that "Member States shall aim at securing uniformity between themselves at as
high a level as possible of their lists of liberalization in regard to third
countries or groups of third countries” . 3 call for external policies to move
in the direction of the most liberal policies then practiced, rather than the
reverse., To achleve these general alms, the Treaty provides for some general
rules and procedures; it also provides for the possible accession of new Member
States, as well as for the negotiation of possible associlation agreements with
other countries or groups of countries, embodying “he ex-hange of rights and ob«
ligations between them and the Community as a whole.

All these, I think, may be regarded as liberal provisions and declara-
tions of intent, That this is so, and that there is no separate Part or Title
of the Treaty exclusively devoted to foreign economic policy as such, is a ree

flection of the Treaty-makers' confidence that the very fact of creating the

Community would in itself be a major contribution, not only to the world's po-

litical and economic stability, but also to the increase of its prosperity and
the expansion of its trade, The formation of a customs and economic union in
EBurope, it was thought, would lead to rapid econcmic expansion within the Com-
munity, which in turn would incresse its imports from the rest of the world.
The abolition of protective barriers between the Mewber States, obliging their
industries to become competitive with each other, would enable them to pursue
more liberal policies vis-a-vis nonemember countries. The existence of the

growing Common Market, moreover, would act as an incentive for the negotiation




with it of mutual tariff reductions which would benefit - and help unitc = the
whole of the free world. The resultant re-ordering of lnternational economic
relations would enable the Community and its partners to bring new forces to
bear upon the world's outstanding problems - such, for example, as those of
trade with the Communist bloe, of world agriculture, and of effective and come
prehensive aid for countries in course of development, In this wider contesnt,
the European Community could be seen not only as a European response to politi-
cal and economic challenges, but also as a new dynamie in its own right, an ime-
portant factor in a further political and economic process whose possibilities
were boundless., If it was a challenge to established habits of thought and
action, it was also a great opportunity.

Something of this the Community itself declared at the time of its crea-
tion, It pointed out, first, that it was in full conformity with the rules of
the existing international organizations to which its Member States belonged -
in particular, the OEEC and the GATT. @Joth permitted and indeed encouraged the
formation of customs unions: the only proviso was that their external tariffs
must be no more protective than the previous tariffs of their individual Member

States., The Community's tariff, based on the purely arithmetical average of

its Members' national tariffs, in practice meant a very substantial lowering of

the protection surrounding the French and Italian markets, with some 90 million
consumers; the maintenance of roughly the same protection avound the German
market of some 50 million; and a tariff increase only for the Bemelux coun-
tries, with a population of little over 20 million. Even arithmetically, the
incidence of the common tariff was lower than that of the national tariffs it
replaced; and even although some duties - those of the famous "List G" in the
EEC Treaty - remained to be fixed by negotiation among the Member States, the

outcome here too was a lowering of previous protective barriexs.




The association with the Community of overseas countries and territories
was a further subject of debate., Under the EEC Treaty, the Community countries
were gradually to lower to zero all protective barriers between them and the
associates, while the latter were to extend to all Member States the preferences
they granted to their former "mother countries.'” This amounted to the estabe
lishment of a free trade area between the Community on the one hand and the
associates on the other - the normal disadvantages of such arrangements being
largely avoided in this case both by the nature of the products concerned and
by the permission granted to the associates to levy both revenue duties and even
protective duties for the safeguard of their infant industries, Needless to
say, a free trade area ~ like a customs union =~ is legally permissible under
the rules of GAIT, which in boththesc cases waive the normal requirements of
their "most-favored-nation" principle, In this respect also, therefore, the EEC
felt itself fully justified from the legal point of view., I am glad to say that
this feeling has since been confirmed, not only by the acquiescence of the
GATT, but also by the findings of an American scholar who has thoroughly invese

21/
tigated the whole thorny question,

It ill behooves a lawyer like myself to admit that law is not everything:

but it would be less than honest to pretend that for many anxious observers oute

side the Community, proof of the Community's legal conformity with the GATT was

enough to show that it was beneficent. Nor, indeed, were its liberal profesw

sions of faith., It is only natural, after all, to be somewhat suspicious of

mere words: and the animated discussions in GATT towards the end of 1957, before

the EEC Treaty had even entered into force, were only the beginning of a long

debate, to which for some time the Community could make only hypothetical

gg/ James Jay Allen, The European Common Market and the GAIT (Washington, D,C.,
1960),
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contributions, partly because the fears it was expected to meet were themselves
hypothetical., The Community's critics, that is, complained that it would harm
their exports; and in the absence of any proof either way the Community's spokese
men could only reply that this was neither their intention nor their exnpectaw
tion, and that should any real damage occur as a result of the "discrimination®
inherent in any customs union or free trade area, they would be glad to seek reme
edies for it in consultation with their trading partners,

At the same time, moreover, a similar debate took place within the OEEC,
Fearing the consequences of this so-called "discrimination," Great Britain and
the other members of the OEEC proposed the formation of an OEEC-wide free trade
area for industrial products, negotiations for which continued almost until the
end of 1958, The history of those negotiations is too familiar to require re=
telling: but the reasons for their failure are relevant enough to my present sube
ject to be worth recalling at this point., I have mentioned earlier some of the
technical difficulties involved in establishing free trade areas, and some of
the conditions which in my view are necessary to secure the benefits of free
trade. These difficulties were increased, in the case of the OEEC project, by
the fact that it sought to set up a very loose and merely partial free trade area
of which the Community would have been one member, but at exactly the same pace
as the latter's own process of internal tariffecutting, and by means of negoti-
ations in which only the individual Community countries - and not the Community
as such - were fully represented.

Reinforcing these technical difficulties, of course, there were direct
contrasts of material interest such as occur in any negotiation - the fact, for

example, that some Community industries feared the immediate impact of new come

petition from ocutside the Communlty at the same time as that from other Membex

States, and the fact that Great Britain, standing at the crossroads of an
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industrial free trade area in Europe and a partly agricultural system of Commone
wealth Preferences, looked like getting the best of both worlds without giving
comparable advantages to producers - and especially to farm producers - in the
Community. But conflicts of interest of this kind, and even perhaps the techni-
cal difficulties, might not have sufficed by themselves to make the (EEC fres
trade area impossible of negotiation had the project not faced in addition two
political obstaclies, both of them deeply enmeshed in the technical and theoreti-
cal problems I have described. The first was the danger that within such a
wider, looser, and much more partial scheme the Community Iltself might have dis-
solved, ceasing to be what was a theu potential polizical entity, and becoming a
mere commercial arrangement indistinguishable from the free trade avea, and thus
incapable of giving it the continued political impetus necessary to achieve the
benefits of free trade, The second was the fact that the proposed free trade
area would in turn have constituted an even greater area of "discrimination"
without the political guarantees and advantages that were among its main justi-
fications in the case of the European Community. A major victim of this increas-
ed “discrimination,” moreover, would have been the United States, which had
tolerated quota discrimination against the dollar area by the members of the
OEEC when their economies were still suffering from postwar weakness, but which
would now have been asked to countenance tariff discrimination by them at a time
when their currencies had again become almost fully convertible, and when the
United States itself was beginnimg to suffer from balance of payments difficul-
ties,

It was this consideration among others that led many people in the Com-

munity to favor what was then called "the worldwide approach."” Essentially,

this meant accepting the Community for what it was - and for what it would be-

come, “Discrimination,” that is, was one thing if it meant merely capricious
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differentiation, applying different treatment to the trade of different countries

for no other object than immediate commercial gain: it was quite another thing

if it meant the gradual elimination of barrviers between countries intent upon
building a union of which "discrimination” of this kind was an inevitable and
necessary feature, Obviously, and especlally during its early days, the members
of such a union would be under strong pressure to hold back from the pursuit of
their appointed course, and to make a whole series of bilateral, regional, or
even preferential "deals" with other countries in order to quiet the fears that
the Community's emergence aroused. But, one could not help asking, might it not
prove wiser and in the long run more beneficial all round for the Community to
place a greater emphasis on its own consclidation, securing its own acceptance
and that of its common external tariff, rather than perforating it with too many
exceptions? Might not the Community then become a more effective lever both to
help achieve a greater degree of liberalization in world trade and to help scolve
some of those other economic problems of which trade liberalization was only one
factor and to which freer trade was a scarcely adequate solution?

This was the question that faced the European Community during the nego=
tiations for an (EEC-wide free trade area; and it clearly demanded a political
choice of some magnitude and no less courage. That choice, of course, need not
be exclusive. A worldwide approach need not preclude a certain number of special
arrangements to meet particular cases. These could take the form of the kind of
consultation already proposed im the case of any real damage to exports to the
Community, either from GATT members in general or from the Memwbers of the OEEC.
They could, on the other hand, go as far as the conclusion of assoclation agree-
ments, for instance involving a customs union such as that negotiated with
Greece - a NATO member, a developing country, and one exposed to strong economic

and political pressure from the countries of Eastern Eurvope. For this reason,




I myself prefer to speak of a "pragmatic” approach to these problems, of which
the main guiding lines are those I have described,

This approach, like the Community's liberal declarations of intent, was
treated somewhat skeptically at the time., Only gradually, in fact, did the
realities of it begin to make themselves felt, The first hiont, perhaps, came
when the Community proposed to extend to its trading partnmers « first in the
COEEC, and then, significantly, in the GAIT ~ a part of the first mutual reduc-
tion of trade barriers between its Memwber States. A second and more telling
indication was the Community's immediate acceptance of the proposal made by
Mr, C. Douglas Dillon for negotiations with a view to reducing the tariffs of
GATT members by some 207%. A third proof that the Community was in earnest was
its anticipation of these negotiations by effecting the first, accelerated,
moves towards its own external tariff at a level already provisionally reduped
by the 207 proposed by Mr. Dillen. Happily, the so-called "Dillon negotia=
tions' are now successfully concluded with most of the participating countrias,
including the United States, and the bulk of this tariff reduction has thus been
confirmed, Moreover, the Dillon negotiations themselves were preceded, as they
had to be, by negotiations under Article 24, paragraph 6 of the GAIT, whereby
the latter's contracting parties accepted the Community's common external tariff
- a further vindicatim of this general approach and a further confirmation that
the Comsunity was now recognized as a new economic entity and a new political
fact.

After four years' experience, indeed, it is beginning to be possible to
draw some tentative conclusions on the subjects whicli so vexed the early months
of the Community's life. The economic expansion which I described earlier has
helped to vindicate those who claimed that - far from causing economic disrup-

tion - the process of integration would itself provide a new dynamic, The
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immense increase in internal trade between the Community's Member States has
helped to show that its "common market' is a reality. And that this is in turn
a'trade-creating process which also benefits the Community's partners in the
rest of the world is shown by the fact that the Community's external trade,
over the four-year period from 1958 to 1961, has expanded more rapidly than
that of any large country in the West,

From 1958 to 1961, the total imports of the United Kingdom increased by
17.5%, and its total exports by 16%. The comparable figures for the United
States were 19% and 15%. But over the same period, the European Community's
total imports from the rest of the world rose by a full 27%, from just over 16
billion dollars' worth to well over 20 billion, and its exports increased at

about the same rate. Much of this extra trade, moreover, was done with the

United States, whose imports from the Community increased by some 34%: but

these increased imports by the US were more than paid for by her vastly increag-

ed exports to the Community, which rose by no less than 44%., Already in 1958,

the United States had a trade surplus with the Community countries of more than

1.1 billion dollars: by 1961, this had increased to more than 1.8 billion. This,

I need hardly add, has done much to alleviate the United States' balance of

payments position; and as the rising standard of living within the Community

increases not only demand in general but more specifically the demand for high-

quality American products, this encouraging trend promises to continue.

In these ways, then, recent practical experience seems to confirm the

confidence which the Community's spokesmen have always expressed in its benef-

icent effects = the almost automatic corollary of the economic arguments in

its favor which I outlined earlier. I am not suggesting, of course, that

this process is wholly automatic, or that there may not be individual exceptions

to it, or indeed that it would necessarily continue in the face of a world-wide
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economic recession., What I think is clear, however, is that many of the fears
expressed at the outset both inside and outside the Community were very ouch
exaggerated; and that in so far as "discrimination" poses problems for non-
member countries, economic expansion within the Community very much helps to
offset and even remove them. Nor, I should add, is this all, It is my belief
that the very establishment of this large new economic entity can ipso facto
help to bring about a new stability in markets and prices, as well as what the
EEC Treaty calls 'a continuous and balanced expansion," which in themselves
greatly reduce the risk of a general recession. This is partly due to the mere
existence of the Community and of the psychological climate that it helps to
create: but it can also be greatly furthered by the pursuit of wise and forwarde
looking policies, not only by the Community itself, but also by its partners in
the rest of the world.

A common policy for external trade is, as I have said, one of the require~

ments of the EEC Treaty,

The need for this is so obvious, indeed, that - to

adapt the epigram = if that Chapter of the Treaty did not exist it would be

necessary to invent it,

The establishment of a customs union as such, in fact,

implies the application of a common commercial policy: for a union whose ex=

ternal policies were united only in the tariff field would encounter in all

other fields many of the problems which beset a free trade area., If each of

the Member States, that is, applied a separate policy in its external trade,

even the internal aspects of the union might be imperfect, because at the in-

ternal frontiers it might be impossible to maintain the principle of free cire

culation for imported goods.

Such technical considerations apply with even

greater force to an economic union like that of the EEC. Moreover, just because

one reason for creating the European Community is to enable Europe to play its

full part in world affairs, it is vital for the Community to be able to speak
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with one voice and to act as one in its economic relations with the rest of the
world, Only thus can it make its full contribution towards solving the prob-
lems that face it and its partners.

Under the Treaty, a common policy in this field need not be fully ap-
plied until the end of the transition period; but in practice, negotiations in
the GATT and elsewhere have already obliged the Community to develop certain
practical features of its external trade policy, if only to make good its lib-
eral declarations of intent., By the same token, it already began last year to
take the first formal steps in the same direction, by establishing a procedure
for prior consultation between the Member States whemever one of them begins
negotiations for bilateral trade agreements or plans to change its liberaliza-
tion system, and by stipulating both that any future bilateral agreements shall
not last longer than the EEC transition period and that they shall contain a
"Community clause" providing for their transfer to a Community basis., These
first steps, agreed by the Council of Ministers in July 1961, may soon be fol-
lowed by others if the Councid accepts a further series of proposals recently

made by thp Commission. These in particular envisage the progressive alignment

and inceease of likewal@zation; the alignment of quota policies visea-vis non-

membess of the @\IT; sBe slignment of anti-dumping measures; and the alignment
ol expor® @Peengeuen@s dncluding export aids. The aim of all these measures
fs thek @t ewt in the Treaty - namely, the harmonious development of world
@rade end the removal ¢ weetrictions upon it,

The begémnings off the mechanism for a Community foreign trade policy are
thus being set in place, What é®s tasks will be I shall return to in a moment:
but before doing so I should like to set the scene for it by recalling two major
political developments which help determine the conditions of its application.

Both are interlinked, and both form a part of that “continual revolution" which




I mentioned earlier and which the creation of the Community has helped to
trigger off. The first is Great Britain's application for full mevbership of
all three European Communities - the EEC, the ECSC, and Euratom. The second,
following on from the first, is the proposed Trade Expansion Act submitted to
Congress by President Kennedy at the beginning of this vear.

Great Britain's application for membership of the European Community
was in some respects the most striking testimonial to its success =~ and to its
political character = that could have been imagined. It was also, in my opin-
ion, a vindication of the '"pragmatic" approach which the Community adopted
after the failure of the negotiations for an OEEC-wide free trade area « an
approach which had never excluded, and indeed had always recalled, the prin-
ciple of the "open door." For the British Government, it was an act of politie
cal courage: for it represented not only the recognition of those hard politi-
cal and economic realities which had already encouraged the Community's existe
ing members to seek greater strength in unity, but also the deliberate reversal
of Britain's age-old policy of seeking to maintain, and to help determine, a
balance of power in continental Europe,

The Community for its part welcomed the British request for membership;
and I should like to add that all the contacts that we have had with the lead-
ers and members of the British negotiating team have confirmed this feeling,
and confirmed too our regard and our respect for them, The atmosphere, as of-
ficial communiques put it, is excellent, I say this because the length and
difficulty of the present negotiations may sometimes, perhaps, give rise to
false impressions. If the negotiations are lengthy, it is because the ground

to be covered is immense: if they are difficult, it is because the problems

themselves are difficult,




One of the main complications arises from the fact that the Compunity

itself, despite its success, is still comparatively young. While this gives any

new adherent a greater opportunity to influence the common policies in their for-
mative years, it nevertheless means that the Community's existing members have to
accelerate the corordination of their own individual policies in order to arrive

at a common basis on which to negotiate, This, in a sense, means that they have

to start tackling all their problems at once, and under considerable pressure.

This would be true of any application for membership coming at this
stage: but it is particularly so in the case of Great Britain - partly on ace
count of her Commonwealth ties, and partly on account of her more recent commite
ments to her fellow-members in the European Free Trade Association (EFTA}, The
Commonwealth's importance as a political factor is certainly recognized by thoe
Community: but its existing commercial arrangements with Great Britain involve
the present negotiations in a whole series of world problems - aid to developing
countries, outlets for tropical products, the treatment of low-wage manufactures,
the stabilization of raw material markets, the organization of temperste agricule
ture and the avoidance or the disposal of farm surpluses. In the further con-
nection of the Sterling Area, it also involves economic policy and world mone-
tary problems; and even this list is incomplete.

The European problem, likewise, raises further issues both economic and
political, Denmark is now negotiating for membership of the Community, and
Austria, Sweden, and Switzerland have applied for what would seem to be associa-
tion with it. Portugal and Norway are so far undecided. In addition, Ireland
has applied for full membership of the EEC, and Spain has applied for association
with a view to eventual membership, I need not remind you that some of these

countries, for various reasons, areneutral, and that several of them, economical-

ly, are still in course of development, Nor need I add that they face the
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Community with a series of very difficult decisions, involving among other things

some of the considerations that I mentioned earlier in connection with the

formerly proposed free trade area.

1t would be out of place to try to predict here what those decisions
will ultimately be - or, indeed, to report in any detail upon the current proge-
ress of the negotiations, Nevertheless, I think it may be said that to all the
problems involved there are both bad solutions and good solutions. Within the
Community, bad solutions would be those that weakened, disrupted, or divided
the enlarged common market, that made national exceptions to its common policies,
or that prejudiced its chances of further political development towards unity.
In external policy, likewise, bad solutions would be those that crystallized or
increased commercial preference systems, that discriminated among the Community's
friends and allies, or that halted the "continual revolution" that is leading to
greater unity in the free world. Good solutions, on the other hand, would
strengthen and further unite the Community, and at the same time enable it and
its partners to apply effective worldwide solutions to some of the major economic
and political problems of our day, many of which are deeply involved in the

present negotiations themselves. Shall we succeed? It is agalnst the rules in

any unegotiation to say so; but for my part I am confident that satisfactory solu-
tions are possible,

The prospect of British membership of the European Community, then, is
a further stage in the "continual revolution" of which the Community's creation
was an early factor., A still further stage, and one that was surely prompted by
that prospect, was opened earlier this year by President Kennedy's request for
additional negotiating authority under the Trade Expansion Bill, Hitherto, the
President's authority has of course been limited by the Reciprocal Trade Agree-

ments Program of 1934 and more specifically by the Trade Agreements Extension Act
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of 1951, These limitations, as the Dillon negotiations showed, could form 2
serious hindrance to liberal policies: in those negotiations, "peril point" pro-
vigions at one time threatened to remove 220 million dollars' worth of trade from
the bargaining process, and might even have caused the talks to break down. The
Trade Expansion Bill, on the other hand, would give the President power to
negotiate for tariff cuts of up to 100% on items where the United States and
the European Community together account for at least 80% of world trade, as well
as on tropical agricultural and forestry products, and of up to 50% on other
commodities,

It is certainly not for me to comment in detail upon proposals which
at present are the subject of debate by Congress: but theve is no doubt in my
mind that these proposals potentially mark a revolutionary step forward, They
seem to me to prove, first, that the United States Administration is more than
ever determined never again to revive the longedead policies of protectionism
and isolationism which are now no longer appropriate - if indeed they ever were -
to the world inm which we live. Secondly, President Kennedy's proposals, like
the actions of both President Truman and President Eisenhower, clearly recognize

the existence and the importance of the European Community as an opportunity for

&merican exporters as well as a challenge to their dynamism and skill, PFinally,

it seems to me, the Trade Expansion Program is itself both a challenge and an
opportunity for us all, and one which if handled rightly could lead to a new and
creative approach to many of the economic and political problems that face the
free world,

Let me expand a little upon this last point. We in the Buropean Com-
munity noted with great satisfaction, as I am sure did our friends in other
countries, the particular stress that President Kennedy laid upon the none

discriminatory character of the Trade Expansion Bill., Clearly, it is incumbert
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upon us all to ensure that in liberalizing world trade we do not pursue wmeyely
secticnal or national interests - or indeed those of the industrialized countries
alone, UWe must regpect both the letter and the spirit of the nost-favored-nation
principle enshrined in the GATT; and we must perform our mutual tariff-cutting
in such a way that it neither in principle nor in practice discriminates agalnst
our other friends in the free world. That is why we for our part were paridiv..
larly encouraged when President Kennedy described his proposals as the way
towards an "Open Partnership,” with emphasis on the word "Open."

But tariff-cutting as such is only a part of the "continual revolut.oun-
to which I have referred. President Kennedy's trade proposals include, indeed,
the possibility of “trade adjustment” measures which are designed to help indus~
try adapt to the new situation, and which thus implicitly acknowledge that
economic change, not merely commercial bargaining, 1s here in question, In this
context I should like to quote the Report prepaved for Congress this January by
the Subcommittee on Foreign Economic Policy, entitled "Foreign Economic Policy
for the 1960%'s."” It declared: "A commitment to freer trade is not just a come
mitment to lower tariffs. It is also an implied commitment to a rate of growth
which approximates that of our partners; an implied commitment to a farm policy
which encourages competitive trade and discourages burdensome surpluses; an ime
plicd commitment to a monetary policy which encourages growth while preserving
the purchasing power of the dollar; and an implied commitment to a fiscal policy

22/
which stimulates high levels of employment and economic productivity." =

22/ Foreign Economic Policy for the 1960's: Report of the Joint Economic
Committee to the Congress of the United States (U.S. Government Printing
Office, Washington, D. C., 1962), p. 8,




Indeed, to carry the Report's argument into foreign economic policy, 1 myself

am not at all sure that even a partial reduction of tariffs, if it is to be af-
fective, may not nccessitate something of the co-ordination of policies that I
earlier suggested was necessary in the case of full free trade, Hence, once
more, the need for "open partnership" as a recognition of growing economic intere
dependence; and this time the emphasis falls on the word "partnership.”

Many people, it is true, have chosen to call this partnership the
formation of an "Atlantic Community': but for myself I prefer the formulation
proposed by President Kennedy. In fact, when I hear the words "Atlantic Come
munity,” I am sometimes reminded of Voltaire's remark about the Holy Roman Eme
pire - that it was neither holy, nor Roman, nor an Empire., The so-called
"Atlantic Community," that is, cannot be confined to the Atlantic avea, for it
must embrace our other friends and partners in the Pacific and elsewhere, Nor,
on the other hand, is it a "Community" in the same sense that this word applies
to the European Community - that is, a full economic union with strong political
implications: whatever the degree of our interdependence, it would be unrealis-
tic to expect our American and other friends outside Europe to assume all the
obligaticns»of the European Community Treaties, with all their political over-
tones, What seems much more likely to emerge, in fact, is a close partnership
between the Community and the United States, open to the participation of other
countries in the free world as and when their own interests are more particularly
involved,

Already, we have at our disposal the instruments of such a partnership,
in the GAIT and the OECD. The GATT is working well, both as a code of good cone
duct and as a broad negotiating forum: its efforts, already stimulated by the

creation of the European Community, will certainly be facilitated if the Trade

Expansion Bill becomes law, But modern economic conditions, as I have already
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suggested, require more positive policies and institutions to apply them, Such
a role may well be played by the OECD, the Organization for Economic Co=oparg
tion and Development, which the United States and Canada helped the European
countries to establish as the successor body to the OEEC, and in which both are
represented as full members, The change of name from OEEC to OECD - dropping

the word “European" and taking up the word "Development” - is highly significant:
for the creation of the OECD marks both the completion of European recovery

and the recognition that what is now needed is economic co-operation and devciop-
ment on a much wider scale,

What, in practice, does this mean? Many of the problems that have to
be faced I have mentioned already: some of them are highlighted by the creation
of the European Community, some are thrown into sharper relief by the current
negotiations with Great Britain. All of them, however, are likely to prove
easier to solve now that the Community is a growing reality, and all of them de-
mand political decisions within the "open partnership" which is now proposed,
There is the problem of economic growth, Already the member countries of the
OECD have set as their joint target a 50% increase in their gross national
product for the decade 1960 to 1970. There is the problem of the business
cycle: here too concerted efforts will be needed to ensure that expansion is
steady. There is the problem of world currencies and world liquidity: here,
various solutions have been mooted, and influential voices in Europe - among
them the Action Committee presided over by Jean Monnet - have called for the
creation of a European Reserve Fund which could greatly strengthen the curren~
cies of the Community's Member States and help bring greater stability to others.
There is the problem of world agriculture, Here, the Commuﬁity's commonn policy
may prove to be a lever capable of setting in motion more effective concerted

actions; and the Commonwealth problems posed by the prospect of British entry




oTlw

into the EEC could provide a real incentive for the establishment of worldwide
arrangements similar, perhaps, to those recently proposed im the GATT. There is
the vast and pressing problem of the developing countries. Here, the OECD is ale
ready active in an attempt to co-ordinate and increase the volume of aid, Mean=
while, the Community is engaged in re-negotiating the arrangements for assccia-
tion between it and the overseas countries, mostly in Africa, that have become
independent since the EEC Treaty was signed, This, and the British negotiation,
may provide an opportunity for diversifying the various forms of aid already
granted, and in particular for reducing the preferential aspect of the association
by cutting the Community's external tariff on a number of tropical products,
There is the further problem of the low-wage countries: here again, some steps
have been taken in the GAIT to widen their market outlets without disrupting
industry within the Community; and here again, the British negotiation provides
a further stimulus for reviewing the whole problem., These are only some of the
problems; but I should not omit to mention the crucial guestion of trade with
the Communist bloc. Here, too, the application of a common commercial policy by
the European Community should prove greatly to the free world's advantage, and
all the more so if it can be co-ordinated with those of the Community's partners.
All these problems, of course, are much more than a matter of commerw
cial policy - or even of foreign economic policy. For the Community, for the
United States, for the whole free world, they are a matter of the utmost politie
cal importance, If we do not succeed in solving them, we shall risk exposing
ourselves to that familiar reproach with which Communist ideology has always
taunted free economic society - that it is weakened and may be destroyed by its
own 'internal contradictions." We may be sure that there is nothing that the Com-

munist world would like better tham to see the free world split asunder by its

economic problems: to see both the European Community and the United States




retreat once more into shortsighted policies of protectionism and isolationism

at once inefficient and divisive; to see the economic growth of free nations

dwarfed by Communist expansion or crippled by economic crises; to see their

currencies shaken and their reserves depleted; to see farm surpluses endlessly
accumulate while growing populations starve; to see low-wage manufacturers
either rot in the factoriles or ruin the industries of more developed countries;
to see state~trading countries disrupt the free market; to see, in a word, the
breakdown of our economic and political systems because we lack the wit, the
courage, and the political will to face the challenges and opportunities that
our age so abundantly provides,

I have painted a black picture: but I have done so only Lo suggest
the penalties of failure, For myself, I cannot believe that we shall fail, We
are already proving - and we must prove - that together we can control our
destinies and build a better, happier, and more just world: ome in which,
through strength and not through weakness, it may one day be possible to replace
so-called "peaceful co-existence" with genuine and lasting peace.

At various points in these remarks I have had occasion to quote
Alexis de Tocqueville, I should like to conclude as he himself concluded his

study of Democracy in America: for his words are now more than ever relevant

to my theme:

"For myself," he said, "who now look back from this extreme limit of
my task, and discover from afar, but at once, the various objects which have at-
tracted my more attentive investigation upon my way, I am full of apprehensions
and of hopes. I perceive mighty dangers which it is posgible to ward off -
mighty evils which may be avoided or alleviated; and I cling with a firmer hold
to the belief, that for democratic nations to be virtuous and prosperous they

require but to will it, I am aware that many of my contemporaries maintain
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that nations are never their own masters here below, and that they necsssarily

obey some insurmountable and unintelligent power, arvising from anterier events,
from their race, or from the soil and climate of their country. Such principles
are false and cowardly; such principles can never produce aught but feeble men
and pusillanimous nations., Providence has not created mankind entirely indepens
dent or entirely free. It is true that around every man a fatal circle is
traced, beyond which he cannot pass; but within the wide verge of that circle
he is powerful and free: as it is with man, so with comnmunities. The nations
of our time cannot prevent the conditions of men from becoming equal; but it
depends upon themselves whether the principle of equality is to lead them to
servitude or freedom, to knowledge or barbarism, to prosperity or to wretchede

23/
ness,'

23/ Tocqueville, op. cit., pp. 598-9,




