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May I begin by saying how flattored and honcuwred I em to be here
today. I believe T am right in thinking that tho National Association
of British Manufacturelr L1z Jorty-zight years old this yeax. When
one is as young as the Furopoan liconcmic Community -~ now just five
yoars old - Torty-eight seems a very sreat age. Of obcurse,; in later
life ono starts talkling sbout men of ferty—eight as "up--end—ccming

young fallows", bu? we in the Community cannot do that just yat.

Neverthcless, my subject today is ome that spans a number of

generations,

I want to talk aboui the pressnt, the past, and the future or

Great Britain's relations witl the Eurcpean Comnurity.

I

First, then, the present. Vo all know ~ only too woll — what
happened at the beginning of this yecar, vhen the nogotiations for
British membership of thc Jomwon Market came 1ov an ond, We all know
the hopes that many pcoople cn hoth sides of the Channel had placed in
those necgotiationg, and ihc idisappointment which thoy now face, On
the circumstances un which Rritish momborship of tho Communicy was
thus postponed I have spoxen at lerngth elsovhere; and it is not ny
intention to repeav what T have alrocady put on racord. Our Commission,
the exocutive body o0 tho Cowmen Merket, has produced what I hore I
may 34y i3 an dmpartial and objeceive report on the whols negotiation,
This shows, I think, tunat while the Brursols talks were no% yet on
the brink of complote success, thay were coertainly not on the brink of

failure either, But more to the point in to sec where we stand todaye

Where docs the Community stand? Or rathor, whkat is the Community,
whoere has it got tec,. and wherc is it going? Beczauga, by its very
nature, the Community canrol siard 2till,  Like the Red Queen in

Alice in Wonderland. it hus to kcen moving, 1f only in order to stay

in the sane place.

Essentialiy, in fact, the Eurcpean Tconomic Community is more than
its nickname "Thc Common Market' nugegeasts. It is an atiempt to fuse
togethor not only markets, tut national economies, and this with the
political aim of creating no: oniy a larger and hence moro viable

economic unit, but also the practical basis for uaity in othor fields,
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I seld oace that e awz not in business, ve ara ia nelitics™, What
I meant wes that thoe very act of mcrging national markets and national
oconomies is in itsely a nolitical act: pince what we ave soeking +o
combine in one policy s thue role hithoerto played by national
Governments in determining the conditions withiry which manufacture and
trade take place.

Tar-fi's sre Aan obvious cxaumplie, By establishing a customs union,
the Common Marke+ countries sre eliminating tho tariffs that used to
separate them, and uworging into oue single tariff round the whole area
their Tormer ceparate national tariffs vig-d-vis tho resu of the world,

Much the same ic true of gquotas and ci foreign trade policy in general,

But what is {trve ol taritfs ard quotas i3 also tius of other things.,
The movement of cauplital and labcur must bn Lihoralized as well as the
movement of gcods, And a chack must bu mainieined to oneure that
Governmenis do not divide the common market by means of non-tariff
barriers to free compotition such as export subsidies, tax discrimination,
or differential transpori ratves, and that firme do not divide it by
means ¢f price rings or market—sharing agreoments. Nor is this &ll,
If we successfully abolish the rastiunal compartments within which
national oconomic poliscies were pursued; e musgt ultimately pool those
poiicies in Comnunity oelicies. This is obvicus in cases like
agriculturc and *ranspori, viere Goverament alroady intorvenecs very
largely, am witness the work of -~ dave 1 way it? - Dr, Beeching. But
it is elso truc of many less gpeciasular fiolds: in the Community, for
#“nstance, we aro sooking Cominanity polilcics on suoh matters as patentlaws,
tax systoms, the 1uios on cclouring amatiors in foodstuffs, and even
bankruptcy laws, Ultimateliy, we may have %o Lavo common monetary

policies and a common cconomic policy in general,

So the task of building the Common laritet is not just economic.
But it would be equall; mislaading “o call 1t '"political' if this word
were used 1o denote semething dictatorial, over—cantralized,

technocratic and doctrinarre,

In the first place; the whole process is gradval, flexible and
difficult, [t has to be irraeversibdle, of course; if only for the
roason that no one would make vhe now invostmonts appropriate to a

larger market if hc feafed that i* might not metorialize, or might not
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last, But the process of adaptation must zlso bo gradual: indeed,

the Buropean Invostmen’ Bank and the European Social Fund were set up
precisely to aid those firme, regions rnd worksrs who might find
adaptation difficult, And, of ocoursc, the Common MarketTreaty is riddled
with special safeguards that cen be Invoked by any moembor country that
needs a temporary breathing-space %o assist the process of change, A1l
this means. as I say, that the nrocecss is not easy. It is easy to met
a firm timotabvle for tariff-cutting: it is virtually impossible to do
the same for,say, the co-ordination of monetary policies. Moreover,
the emsonce of domocracy is persuasion, not forco: and in a sense,
every time the Community gets into difficulties in its attempt at
economic union, this is a further procf that it is not some kind of
dictatorship,

That, indoed, is why the Community neods a constitutional framework:
the so-called "Executive" - the independent European Commission, of
which T have the honour to bhe Preasident; the Council of nationsl
Ministers, whick is thc Community's legislative bcdy; the European
Parliament, which exercisos democratic control over tho Commissionj

and tho supreme Court of Justice,

Becauso this is of'ven misunderstood; I should like tc say a little

more about the Commission. Essentially, it has three inain tasks.

Our first task ia ono of iInitiativo - to work out poliocy proposals
for the whole Community. Toc help us, there is the Economic and Social
Committee, one hundred and ona ropresentatives of industry, busineas,
labour, tho profecssions, and consumcr organigations. We are obliged
to consult it, as wcll as consulting the Europoan Parliament, in the
process of formulating policy, We also consult oxperta from the
national Governmenis, as well as other poople from all walke of life,
in fact, on any working day. one can sec half a dozen such meetings
announced on our notice board, In 1961, the totel number camo to
over a thousand, So, although our building is faced with white stone,
it can hardly be called an ivory tower,

Our second task, once we have made proposals to the Council, is
to dofend them in its meeotings - tc defend what might be called "the
Community intorest" as distinct from the separate national interests

of the komber States, We have no aotual vote in tho Council, but we
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have a virtual vote there since as a rule majority decisions by the
Council aro cnly possiblc when it is aceepting a proposal from the
Commission, So the Commission acts like a kind of honest broker -
not so much botweon individual national Govornments as betwuen the

national intorests and the interest of thc Community as a whole,

The Commission's third task is to defend the Community interest
in a 8till more positive way — by bringing any infringements of <the
Common Market Treaty before the Court of Justice, In that sense, it
is the watchdog of the Treaty, So tar, only somo half a dozen cases
have had to go as far as the Court; and although wo have not yet lost
& ocase egainst a national Govormment, it is worth noting ihat we ocan be
sued there too,

So the Commission is subjeoct to judiocial controls but it is also,
finally, subject to a possible vete of no confidence on the part of
the Buropean Psrliament, Cloarly, we cennoi be answerable to national
Parliaments, since we are a Community body: nor ocan we be subordinate
vo the Counoil c¢f Ministers, whose members are themselves subJeot to
the national control of their own Parliasments at home, That 1is why we
need and wolcome the sorutiny of the European parliamontarians, slthough
I personally believe that the powars of the Parliament over the
Community's workings ought to bo increseod, and will have to be
increased as the process of uniting Burope goes on, This, indeed, is
one of the ways in which Great Britain, with her centuries—cld experience
of true democracy, could meke a specitic ocontribution to the Community.,
For, just because the Cemmunity is not a new coalition of States, itns
progressive unity has tu be Tirmly rootod in the democratioc life of

ite whole population,

How far has tho Community gono, and what are its immediate

progpects?

In the field of the customs union, as you know, we have now out
the tariffs between the Member States by some 50%: and on July 1 this
year we shall reach 60%, We have made the first rapprochement of
national external tariffs, and in July, again, we shall have set in
place two-thlrds of the common external tariff which is replacing

them, Industrial quotas have almost disappoared, both inside the
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Community and vis-&—vis tho rest of the world, in the field of economio
union, we have made the first painful steps towvards our common
agricultural policy, w¢ aave soen the Tirst mecasures of liberalization
for capital and labour, we bave started to move towards othor common
policics, and wec arc busy processing the first applications ror immunity
from tho Common Markeit's anti-trust provwisions, Sinco 1957, the
Community rrosg3 national product has iacreased by 28%, and its
industrial production vy some 40%, Trude within the Community, accord-
ing to tho latest forecasts, will vory soon have doubled since the
Common Markot hegan; and thaaks partly to our greater prospority,

and partly to the cuts in the external tariff which we have already
made, our imports from the rost of the world have gone up by about

forty per ceat, noarly twics as fast as the total inorcase of world

trade.

But it would bo dishenest, of course, to pretend that everything
in the garden was lavely. Cne effact of tho broakdown of +he
negotiations with Britain, in Tact, was o severe blow to the Community
itself, No rosponsible person, [ think, would sugcesi that because
British membership of the Common Market has boen postponed the
Community shoulé cone to  helt. There weuld oc no point for Britain
in looking towards futurc membership ii -he Communiiy were not a going
concernsy and if it werec not, morcover, this would be a very severe

getback 1o the cntire western world,

Fortunately, the foars that many pecpln felt in tho early months
of this yeer are now on the way tn being renovod, I% is always
dangerous to prcphesy: but our lember States, while still disagreeing
profoundly about the Brlitish casc ond even about tho philosophy of
how "European unity' shou’d bc described, have alroady shown thai
further progress is not only possible but ovon in some sonses
inevitable. On April 2, the Couwacil confirmed thoe tariff measures
which are due on July 1l: so the customs union i3 going forward,

My own belief is that this fact alono will uvltimately onsure that
economic union accompanioes it; and early this month;in a moeting

of our Council of Ministers we agrood or part of a short—~term action
programme recently put forward to cover tho current year, Wo have
had setbacks vefore, and wo shall have thom again. But the movemeont
is too big a thing to be pormanently arrestod. Why this is so,

and what it means for Great Britain, can be seen by a glance at

the past,
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Fundamentally, the Common Market represcnts the decisive
rejection of two sevwarate but cognate beliefs. The first was
the belief in the absclute sovereignty of the nation-state: the
szcond was the belief in the Buropean balance of power, Both

have becen denied by cvents,

"Events" is perhaps a mild word tc describe two World Wars
and the killing, destfuction, and human misery that went with them.
Even before World War I, indecd, the Austinian concept of
sovereignty was under fire, not only from political theorists, but
also from technological progress which hastened communications,
shortened distances, enlarged the scale of riodern industry, and
made much of our political thinking anachronistic. This same
progress, by increasing out of all recognition men's power‘of
mutual destruction, made the conscquences of any breakdown in the

balance of power not only grave but catastrophic.

The countries of Western Europe, linkcd by common traditions
and common historical experience, weve among the first to recognize
thcse facts. In two World Wars we saw with our own eyes -~ and
felt in our own hearts - the consequences of past mistakes, After
World War II, at last, we scught to repair then. The slow and
painful history of BEuropcan integration is itself the proof of how
difficult that process was and is, But it was still nmore difficult,
if I may say so, for a country like Great Britain, and this tor

reasons which are entirely understandable and honnurable,

Historians of the movenent towards ITuropcan unity have
enumcrated a number of factors in its pre-~history. They include
the influence of the classical world, 2nd especially of Roman law,
and its later amalgemation with Germanic clements; the imprint of
Christianity, and the unity achieved by the medieval Empire and
the Papacy, and the Reformation; the sense of solidarity embodicd
in the ¢rusades; the feeling of nostalgia, often misguided, for
medieval unity; the Kuantian longing for perpetual peace, itself
a perpetual aspiration; the effects of cosuopolitan culture,
especially in the cighteenth century; the cxample of the United

States in the New World; the administrative cffects of Napoleon's
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conquests; the colouring given by the Roumantic movewmecnt; the growth

of international Socialisn, trade-unionisr. and continental federalism.

All these, it is true, werc shared in nany respects by Great
Britain: but in ages when travel was still nmore difficult than
today, the English Channel was a still more formidable barrier, and
Great Britnain was perhaps marginally lcess influenced by some of the
cormon experienceswhich affeccted continental Europeans. Ae a sea
power, rworcover, her material history was different, and her
overseas dependencies werc both nore extcensive and more concentrated
in temperate zones than those of her Continental neighbours. Even
as late as the two World Wars, the Channel was still a vital part of
her defences: it saved hcr, not fron the appalling destruction of
aerial bombardment, but at least from physical invasion and
occupation; and by a sombre paradox, that very fact, which cnabled
Britain in 1940 to stand alone in Lurope against the forces of
tyranny and hcence to play & mejor role in Europe's liberation, was
one reason why in the immediate post-war years she felt unable to
commit hersclf as fully as did continental Europeans tc the drive
towards unity which was the scle surc safeguard against a further

European civil war,

I am not trying to suggest that Great Britain somehow needed
to suffer the same national humiliation and ruin that had almost
destroyed the Ccntinent. Thosc¢ of us who are alive today can only
be grateful that she did not. Nor am I suggesting that Britain's
special traditions or her world-wide commitments and interests
disqualified her, then or now, from sharing in the work which we

have in hand.

All that I am saying is that thcec facts, quite naturally,
made it still more difficult for Britain to adjust her traditional
policies to the new situation. In past ages she had played a
valuable and essential role in helping to maintain a balance of
power on the Contincnt. In the twc wars she saw the concept of
national sovereignty vindicated, not denied, And it was only
gradually, with the emcrgence of a single new centity on the
Continent and the progressive erosion of national sovereignty by
de facto interdependence in a world divided into two great power-

blocs, that public opinion in Britain, as it had on the Continent,
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came to accept the new facts of international life. That, to me,
was the very great significance of the British Government's decision
to apply for ecenbership of the Furopean Community; and it is a
significance which in my view remuains uachanged, just as the facts

are unchanged,

ITI

This brings mec¢, {inally, to the third chapter of what I want
to say today. What is the future Tor the Community, and what does

the futurc hold for Great Britain and the Community together?

First, as to the Comnunity. As I have suggested, the new facts
of international lifc make the future growth of the Community an

inevitable phcenomenon, What shape will it take?

In the material ficld of economic activity I think that we are
bound to sce a closer knitting-together of business and industry in
Europe. This is already taking place. Differences of languages
and tradition will cnsure, 1 think, that it does not mcan uniformiza-
tion. Indeced, it is on=2 aim of our policices to prevent just that.
Qur anti-trust and coupztition rules in particular, although they
may scen complex and evan burdensome to those who are as yet
unfamiliar with their workings, will help to ensure that medium and
small industrics arc not steam-rollered cut of existence by giant
trusts, American coxperience, roreover, sugpests that even in a
conrmon market of Americun dimensions, with one language and a fully
integrated cconomy, small and mediunm-sized businesses can thrive

alongside the giants.

In the same wiy, on the pnlitical plane, I do not myself believe
that the Community is l1ikc¢ly to dewvelop into a centralized State,
even in the very long run, Rather, it is a federation in the making.
To sorie people, I know, the wnrd "f:ideraiism" itself is somewhet
forbidding - especially to thuse whose political experience is
chiefly that of a fairly centralized nation-statc. But to those
who - like the Germans, for instance - have a history of federal
organiznaticn, the concept is far more flexible. I am sometimes
anazed to reflect how great re the differences in tax laws, for

cxanple, between the cantons of Switzerland or even the States in
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North America. When I was in India recently, a very eminent and
experienced statesrman remarked to me that almost all nations

include fecderal elements; and onc has only to think of the British
educational system and police forces to sce that this is so. Some
things are pooled, others are not: so it will be within the growing
Eurocpean Conmmunity, Unity in diversity is what we are trying to

achieve.

What, finally, will be the Community's own posture in the
international ficld? It will not, I am convinced, be a so-called
"thifd force'" - if by that term is meant an irresponsible entity
balancing or trying to halance between East and West. This is a
notidn which no single member Government of the Community has
publicly endorsed; and it is one which the majority of our citizens
have signified that they reject. It is not likely, either, to be
dissolved in the foresecable future within an Atlantic Community -
if by this term is meant an Atlantic entity comparable to the
federation-in-the-rnaking that we are struggling to achieve in Europe.
The reason why is evident when one tries to imagine the United
States' accepting the disciplines of the Rome Treaty, which even

our own menber Governncntssometimes find none too simple.

What the Community's true role in the world will be is something
more complex: but before I return to that subject, let ne in

conclusion say a littlc more abhout its relations with Great Britain,

First, in the cconomic field. Most peoples are aware, I think,
that economic considerations were only a part of the British Govern-
ment's motives in seceking Community membership; and many people in
this country and c¢lsewhere have pointed out that the postponenment
of British entry is far from being the economic disaster for Great
Britain that some night have feared. Britain's trade with the
Ccmmunity, indced, has becn increasing constantly: last year, her
exports to it rose to the record figure of $2,189 million, register-~
ing a trade surplus of over F200 million. Particularly impressive
export achievements have been registered by some of Britain's staple
industries, such as aircraft, plastics, chenicals in general,
petroleun products, agricultural machinery, printing machines, and
donestic electrical appliances - tc say nothing of the growth of

the tourist trade, With push, drive and inmagination, I myself
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believe that British industry has little to fear: but if I were
allowed to make a suggestion out of turn, I should emphasize what
was stressed by the reports of the Export Council for Europe - that
is, that successful e¢xperting tn the Community depends upon many

more things than tariifs and quotas.

All this, of course, is in the purc¢ly ecconcmic sphere and the
purely interim stage. Everyone agrecs - and without exception,
although our Menmber States may differ on the subject of timing! -
that the door to future British membership of the Community must be
kept open. On the practical cconomic level, such projects as the
Concorde aircraft, joint space rescarch and even the Channel tunnel
or Channel bridge, ought not to be underestimated; and there may be
other possibilities too, But it is equally important that we
should avoid any avoidable divergences between our economic policies -

and our political policies, flow is this to be done?

As yet, it may be premature to speak of claborate interim
arrangements, Association, for exanple, is a complex and difficult
subject, becausc it is so ill-defined, For this rcason, it might
take time to ncgotiate; ocnd it is perfectly understandable that
there should be reservations about that. In the nore irmediate
future, however, there seem to mc tc be two ways at least in which

we can go forward.

The first is procedural: that is, by maintaining and increasing
our mutual contact. On this occasion I should like to pay a
tribute to my ¢ld friend Sir Arthur Tandy, whoe since the beginning

has so skilfully and effectively led the British Delegation

accredited to the Communities in Brussels and Luxembcurg. It is a
real personal sorrow tc sce him leave us: but it is a great
pleasure that he is hcre today. I should like also to extend a

welcome to his successor, Sir Douglas Walver 0'Neill, who is another
0ld friend with whom I Jook forward tc further collaboration which

I am sure will be as fruitful.

It may be - and I very much hope it will be - that we shall be
able to find ways of intensifying thesc diplomatic contacts, so
that both parties can reciprocally influence - although not of course
control - each other's policies. But there is a substantial side to the

matter as well, This is what I meant by saying that the Community's
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posture in the world was connected with its relations with Great

Britain.

The ECritish negotiuations taught us all a very great deal, We
have all corie cut of them chaanger ncen. By this I do not mean that
the Community was previcusly "inward-looking' and nceded Britain to
teach her to bz "uutward-lcecking" - any riore thap Britain nceded the
Cormiunity to put an e¢nd to some supposcdly "insular! frame of aind.
What I mean is that the whole nzgotintion brought us face to face
with world problers which in cne way - intelleectually - we already
new, The problems of the asian Cowmrienwealth are one exanple. We
ourselves arc slowly developiag sonmcthing which is quite new,
something which was unthought of when the Havara Charter and the
GATT were being negotizted - that is, a so-called "development policy"
to deal with the fearful problems or hunger and poverty in the
developing world. The British negotiation forced thce issue upon us
in a still nmore imnediate and practical wayr. I have expressed the
hove clsewhere that the sclutions to one part of it which we then
worked out - comprekensive tralde agreements with India, Pakistan
and Ceylon - may be mointainced. To do so, anil to evolve a global
policy, we shall ncad to work together nct only wilh the United
States. and other countries, in the Aclantic Partnership which we
seck, but also witn the Cormmonwealth and with Great Britain., Who

can tall what the furthest limits of such co-operation may be?

What is truo of development welicy is truc of other matters
also. it present wce are preparing for the so-called "Kennedy round"
of tariff negotiations: could wc not achieve sone degree of
co=~ordination of British and Community attitudce here? Linked ‘o
this question is that of agriecultural policy, particularly with
regard to the world-wide commedity agrceercnts which we sketched out
as a solution tc somce o the Coemmonwenlth problems in the British
talks. I'ere again there nay be scope for furtiher work togaether.
Finally, or perhaps not fipally, there is the problem of monetary
co-ordination - the so-called '"problen of world liquidity": can we

not work together herc too?

To say this is not t. neglect the international bodies that
are alrcady active in the matter - the OECD, the GATT ani thc IMF.
But it is to suggest that Sreat Britsin and the Community, although

they are av present still separated by the Chenncl, may find in
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