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Ladies and Gentlemen,

First, let me say what a pleasure and privilege it is
for me to be invited to speak to you in Lendon to-day. It is,
in fact, a very special day - February the twenty-ninth, one which
occurs in our calendar only once every four years. I need
hardly say that for a life-long bachelor like myself there is
a very special significance in Leap Year: once every four yecars
a new danger faces us, or should I say n new opportunity faces
our friends.
What I should like to talk about to-day is another new
challenge and new opportunity which faces us all in this new year,

this new decade, this new age in international relations.

Perhaps it is bccause cconomics is a rather sober subject
that we are sometimes tempted to use somewhat colourful language
about it, and to speak in terms of 'tariff walls', 'trade warfare', -
and even 'Sixes and Sevens'. At the risk of seeming monotonous,
I shall try to avoid terms like these, and shall try to talk about
our problems in a more practical fashion which I think is better
related to the truth.

I do not need to remind you that trade policy is of enormous
importance, not only to ourselves and our Community, but also to
our partners in Europe, in the North Atlantic area, and in
the developing regions of the world. I was very struck, a few
weeks ago, by a statement made by the British President of the Board
of Trade when he was speaking in New York., Mr. Maudling had
occasion to underline the significance of trade policy - and of
a liberal trade policy - for the peaceful development of our
countries and for their hopes of competitive co-existence witk
the Communist-dominated nations. '"The objective of our trade policies",
he said, "must be twofold: first, to strengthen our own econonies,
and secondly to use this economic strength to help others".
I should like to place on record my complete and utter agreement
with Mr. Maudling on this point. fAnd I should like to try to show
how the trade policy of the European Community measures up to this

challenge.
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First, a word about the strengthening of our own econoity. One of the
nost striking developients in the past decade has been the extraordinari-
ly rapid recovery of Western Suropc. This, in itself, is some indication
of how successful have been the efforts of the Organisation for Buropean
Economic Co-operation. i friend of mine in OEEC rccently renarked that he
felt rather like « doctor who had discovercd the secret of eternal youth.
It was fine, he snid, for his paticents - but it wzde a doctor's liveli-
hood rathcr precaricus., Of cou.ce, it would be an exaggeraticn to sugsest
that OEXC has woried itself out of a job. It has been immensely success-
ful, and in many specialized fivlds it is still doing extrenecly valuable
work. But its original job, beyond thz sharin. out of Marshall 4iid, was
to put Europe on its feet again, and to try to avoid some of the mistakes
and conflicts which had helped to bring her to her kneesz. There is no one,
I think, who can doubt thst Zurope is on her feet again; if I may be per-
nmitted to cite an exanple frox our own Comiunity, our statisticians have
Just informed me that industrial production in the third quarter of 1959
stood nearly 50 per cent higher thaon in the corresponding period six years
ago. at the same tinc, many of the problems that faced us a decade ago -
the liquidity problen, for exaiiple - have been transforned, and there is
no longer ipso facto justificaticn for many of the provisional devices
which were then adoptcd ani which have since acquired the scapegrace
sanctity of habit. I @ thinkin:, particularly, of discrinination against
the dollar. The recent stoteilents ond recent actions of our British friends

nake it clear that they, toc, share this viewjoint,

During recent years, noreover, a new dynmiic elernent hasebecen addcd:
that is, the dynanmic element orf the Zuropcan Community. It has taken some
little time for the full significance of the Comiunity to be appreciated:
sonetines, we are a little surorised by it ourselves. For not only is the
Conmunity the world'é second-larsest industrial power: it is also the
world's largest trader - and its trode policy is therefore of vital dinm-

p rtance in world affairs. ioreover, the Community, as you know, is

vesfeee
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naking very rapid DTOWTQSu; For our Journtllst friends, cof course, con-
flict is news end haritony is no news. Should a dispute dcvelop w1th1n

our Communlty, the world soon learns about it: but if all goes well, there
is nothing dramatic to be soid, Nevertheless, in the first two years of
the Common darket's operation, we have already been able to point to in-
creased production ard growing trade within our borders. Our ex vorts

have risca, and so have our imports: it is perhaps interesting tc note
that our imports from other Buropean pertners hove risen more raplidly

than theirs from us.

Within the Community's institutions we have kept well to our tine-
table, not only in the'diaﬁantling of internal trade barriers but also
in the formulation of our future comron policies. We hove recently pro-
duced thc bulic of our future common tariff. The European Parliament is
preparing proposals for its own election by direct universal suffrage.
It has cven been proposed in certain quarters that in two years' tiume
the three Executives of the Cowmmon Market, kuratom, and the Coal and
Steel Comaunity, should be replaced by a single .uropean Exccutive. Fi-
nally, the Commission, over which I have the honour to preside, has just
prepared its proposals for an accelcration of the transition period,
This means, first of all, a more rapid reduction of our internel trade.
barriers, and in order to prevent diversion of trade within the Comnunity
it also implies, of course, the nore rapid establishment of our common
external tariff., But it is worth considering whether this mipght not be
linked with the idea of a lowering of the external tariff, an idea already.

teken up by the Community,

One of the most striking developuents within the Common Harket hes
been the response to it of the industrialists and businessnen of our si
countries ~ znd not of our six countrics alone, since United States iﬁvestn
ments in the Common Market in 1959 hes triplzsd in comparison with 1958. |
It is, indeed, from businessmen and industrialists in the Comnunity that
pressure has developed for a specd-up of thc transition pericd: they not

only accept the Common Market as here to stay, but they even want to enjoy

ce/een o
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its benefits .aore rapidly. That is une rcoson why we want to accelerate

the transition period - to give them a run for their noney.

But there is also another reason, The socner we have achieved the
full consolidation of our unity, the soon.r we are recognized as a single
economic entity, the sooner it will be possible for us to exert the full
influence of our trnde policy and to use our econonic strength to help
others. Just as it has taken us some time to set usad to the new idea of
a single econonic unit wherce once there were six scparate econoinies, so
the process of creating that unit has seemed to some of our friends and
neighbours to involve a certain unfairness towards those of our partners
who have been unable to join us in thkis great creative venture. 3y the
time the transition period is over, I think that this’feeling is bound to
dispcrse. By then, I think it will seen natural that there should, for
instance, be no tariff between France and Gernany, while both apply the
Cormunity tariff to their inports from cvutside th Common Market. I think
it will seen as natural for Dutch businessmen to set up in Italy as it is
for Scottish busincssiien to sect up in London. I think it will seenm as na-
tural for a Luxembourg bank to operate in Fronce as it is for an English
bank to opcrate in Wales. And I think that the presence of Italian wérkers
in Belgiuwa will seem no nore strange than that of nurses from Northern

Ireland in the hospitals of Liverpool and Manchester.

‘What is more, the speedicr the full consolidation of our econotilc
unity, the easier it will be for us to exert a liberal influence in .the
world's econonic affairs, Our interests in this field sre very auch the
sarie as those of the other great trading powers oi the free world, includ-
ing cGreat Britain and the United States. Not only nust we continue, and
perhaps increase, our present rate of econonic growth. Not only nust we
prove that a free society is competitive, we muét also help to stabilize »
and enlarge the markets we provide for the world's producers of raw materials;
and, as the developing courntries achieve greater industrial production, so :

we nust develop with them and accept from then increasing quantities of

'_..~./7~.".".:"




-5 -

»manufacﬁﬁres. All thais meaﬁs far-rcaching adaptation of our trade policies: -
and since our interests are so sinilar to those of the other great trading
powers of the world, it also mecans that we can best face these responsi=-
bilities together.AI ann glad to say that the first steps in this dircc-
tion are already being taken, I an thinking herc of the decisions reached

in Paris in January of this year.

The trade policy of the Furopean Community, therefore, must be 1i-
beral, and it nust be creative, in the sensc that [ have suggested. This
is not only a natter of political necessityy . however. It is also an obli-
gation inmposed upon us - perhaps I should say, pladly accepted - under
the Rome Treaty. I will not presune upon your patience by reading you the
relevant .irticles of the Treaty of Rome.VSuffice it to say that we are
required, by Treaﬁy, tv practise a single joint trade policy by the end
of the transition period - that is, in less than ten Years from now. The
Treaty also stipulatcs - let me be spccific upon this point - that our
trade policy wmust be liberal. How, so far, have we lived up to this obli-

gation, and what are the indic=ztions for the future?

I neced hardly say that the fiecld of our trade policy which is of the
nost immediate interest to our British friends is that of our relationé
with our European neighbours. Therc is no need for ue to delve into past
history. But I think that whatever the merits or denerits of the ofigihal
Free Trade Area proposal - znd I should be the last to deny that it had
rerits - the praétical situation to-day calls for solutions at once moée
pragmnatic and ore comprehensive, I think it is fair to say that our Cém-

mission realized this quite ecarly on.

Let me take the pragmatic aspect first. It scemws to ne that ithere
is no reason at all why thc Suropean Community and the so-called "Outer
Seven" should not live peacefully side by side. OQur aims in the Communiﬁy
are more anbitious than those of the Outer Seven. %e seck to create a
full economic unit: our friends are interested chiefly in improved Mrrangef
ments for tra”~. To achieve our aims, we arc prepared to pay a greater: HP
we be lluve, even, that this price nust be paid if thes full beneflts tra-[

- ditionally expected from free trade - greater competition ’ 1nternat;gpal

.
‘
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specialization, modernization, and the best usc of resources Qfgreito be
attained. But this does not mean that we should cast a-surly oye:upon
those of our neighbours who'are attempting o nore limitcd.experimént.
Our-own venture is flourishing, and we intend that it shall continue to
flourish. But we hzve no intention that it should harm or endanger our

neighbours.

That is why, on the Commission's proposal, the Comaunity has twice
been preparcd to extend to its partuners - and latterly not only its Buro-
pean partners - the major part of the mutucl reductions of trade barricrs
which were mede at the beginning of 1959 and again at the beginning of
this year, in the gradual process of removing the national ¢conomic
barriers between our constituent states. This, I think, should be taken

as an earnest of our good intentions.

But for the sausie recason we have proposcd the much discussed Contact:

Committee., If I now say a little more about this proposal, it is because

G

it seens to me of very particular importance, not only as a possible first
step towards some uore far-reaching solution - if such a solution can be
found - but also as a »nerfectly vractical neans of inproving the real
situation as it exists to~day, which, after all, is what interests pracéti-
cal peonlc. There are, in fact, scveral ways in which such a Contact - i
Comiiittee could heln to iaprove natters. It might, in its nost lioited
function, adopt a kind of complaints procedure to deal with practical
cases of hardship. It might, a 1little morce ambitiously, scek to prevent
such cases of hardship before they occur, It is interesting to note that
various ideas on this subjcct are in the air. I sce thot a well-known German 
economist has recuntly sugsested, for dxample, the granting of tariff quotas,
subject to approval by G.TT, particularly to these industries which argrin?'
a difficult position, such as certain branches of the textile industry, ’
Another possibility, suggested by .the sanc author, and one which would;. = -~
_nof necessitate special permission from GATT, night be a nutual reductionV;ff
of tariffs in certain industrial sectors - such, perhaps, as autqmobilés~e'
which particularly interest Buropean producers, .such tariff redugtidn$? 7,;
to be-eﬁtended.on a nost—favourcd-nation basis to the other7contraétin¢f ﬂ

7 par€iés}pf GATT. I do not neqessarily,associaté mysself with these
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sugpestions: but I iiontion thon only to siiow that there is nl nty

of rocilt for fresoh ileng,

It is true, pragmatic solutions do not meet all the hopes that

were raised by the original Free Trade Arca proposal: but, on

the other hand, they in no secnse block the way for such hopes.

At this stage, it is my personal feeling that such a w1der settlement,
particularly in its original form, has something in common with the
magnificent boat that Robinson Crusoe built for himself on the desert
island: a fine vessel, if it could once be launched, but very
difficult to get down to the water.

But there is yet a further way in which the difficulties between
the European Community and its neighbours - difficulties at present !

more apparent than real - could be avoided. I said just now that

our trade policy in Europe called for a coitprehensive as well as
a pragmatic approach; and by this I mean that it cannot be divorced

from its wider world context.

Not long ago, an Indian student, writing a thesis on the Common
Market, wrote to me to ask, among other things: "why does the European
) Communlty have to have a common tariff against the rest of the world?'
In other places, I have heard some reference to the "tariff wall"
surroundlng or about to surround the Common Market. But nobody, so
far as I am aware, has ever asked quite the same question of the

United States, or even of-Great Britain. Similarly, the word "wall"

is less often used in connexion with the British tariff, although a y
recent study, made in Great Britain itself, has shown that this tariff L
is somewhat higher than the future common tariff of the Community. ,

We too, in the process of calculating the¢ future common tariff, have o
nade some comparisons. These show, among other things, that the arlthme-;f
tical average on which the tariff is based has an “ncidence of some- '
7.5 per cent on imports into the Communlty, whereaa the prescent
national tariffs of our member states have an average 1nc1dence of
:nlne per cent The avcrarn incidence of the present Brlthh tarlff

}I mlght add, is also. in the region of nine per cent,



1-:fIf e can achleve thls, the problems of the Slx and the Se:

":as they are, W1ll be reduced to thblr true proportlons -ran
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- In other words, in many fields the future common tariff of 7
the Communlty represents a con51derable sacrlflce for some of its
major partlclpants. French and Italian tariffs will undergo some‘r
very substa ntlal cuts, in some cases reaching 50 per cent or more.
Even the German consolidated GATT tariff will be reduced in the fleld'
of manufactured goods, This, I think, shoull do something to calm

the apprehensions of our trading partners in Europe and elsewhere.

But this is only the point of departure. In a world which is
rapidly shrinking, it seems to me vital that vhile we are strlvlng
to avoid in Furope the mistakes which were made by past generatlonu,
we must above all not repeat those same mistakcs on the wider scale
of our Atlantic trade relations. During the past 30 years, American
trade policy has undergone a remarkable ovolution in the direction

of liberalization and multilateralism; and it is in the interest of

us all that this 2volution should continue. Our own policy must be
liberal, and it must be such as to.enable others to continue in liberal
policies. It is very important; at this stage, when America is
recovering still from a short but sharp recession, and when many

people are worried about the state of her reserves situation, that we
in Europe give no encouragement to those who demand more protection

for her industries and her currency. I am very glad to say that

both the &Zuropean Community and the United Kingdom have accepted

the famous proposals made by Mr. Dillon for a substantial reduction

of tariff barriers to be negotiated in GATT. This in itself will 7
have the effect of further reducing the external tariff of the,Europbah'
Community; and we have even propoSed that this round of negotiations

be followed by a further round, to make a real and continuing attack

‘upon trade barrlers in thb free world as a whole.

ThlS then is a part of what I meant when I spoke of comprehon51VL
solutlons to the problems of our trade policy in Europe: for, if.
‘we succeed in redu01ng trade barrluru in the free world as a whole,

r,those barrlers Wlll bulk muoh lesu largely for our fricends- 1n Lurope..

1*_550 1f these world-W1de menguresraro sunplementud by pragmatl




-9 <

, ,Buﬁ, finally, there is one other aspect to this problem of our
trade. pollcy in its Atlantic context; and that is one of which I can
only speak brlefly to-day. In the modern rorld, the reduction of
Vtrade barrlcrs is only part of the responsibility of those concerned
with trade policy: it must, in fact, go hand in hand with more
creatlve measures to co-ordinate and harmonize economic policy as a
whole., In January, there took place a series of meetings in Paris '
between the OREC countries, the United States and Canadian Govern-
ments, and our Commission. These meetings were, in my view, an
historic event. They marked the end of one phase in post-war economic
history - the end of the Marshall era and the beginning of what may
one day come to be known as the Dillon era. They marked the deci-
sion of the United States and Canada that they can no longer act
merely as observers of the European economic scene, but that they

wish to be full participants in the new economic organization that

is now being planned. ¥e have known for some time that the economic
problens of the free world are indissoluble one from another: we are
now beginning to act upon that knowledge, and to seck means of working
out and implementing our future trade policies in full and equal partner-
shlp° Only in this way can we face the twin challenge of the nineteen-
81xtles. the challenge from the Bast, and what Sir Oliver Franks has
called the challengc of North and South - the duties of our northern
industrializsd nations towards their less developed partners in the
world's southern hemisphere. Of the first challenge, there is littlé
need to speak. It is as easy for a totalitarian society to produce
Sputniks as it was for the Pharaohs to build pyramids: both are gigantic
achievements realized at the expense of human suffering. For a free
society to compete is less easy: but, if it is to survive, it must
achieve even gregter things, combining technical accomplishments with

the basic values that make 1ife worth living.

The same applies to the second challenge ~ that of the developlng ’
areas, ThlS has been said so often that it has beconic a platitude,

“but truths are no less true for being often repeated; and what. may seem f'

- a platitude here is a very grim story of human rnisery elsewhere,

:'In thls fleld too, it is easy for a totalltarlan society to*offcrf
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glittering technological prizes to those who need bread,before_they
can know the meaning of freedom. It is much harder for a free
sociefy to offer the same inducements. But our own safety and our
own humanlty demand that we face thus; rbspon51b111tles. If we

are to meet such a challenge we can surely no longer afford to limit

our gaze. We have world responsibilities: we must think in world

terms.




