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- bearzng witness in grandiose fashlon tc the tremendous, the almost

. ,.Hinister of Economic Affaxrs, Ludwig Erhard - tc 1eave the economic  ?] 3f

It is a special pleasure for me as President of the
Commisslon of the European Economic Community to open this

year's Hanover Fair.

To all of you here I ‘bring the gbeétings of the Comnission
and our best wishes for the success of this great enterpriee ‘
which links together the pecples of the world. The Tirat to
whom 1 should address these greetlngs, these wishes, are the
organlzers of the Fair, the Land of Lower Saxony, its Government,
its capltal city and the Minlster immedzately concerned, |
"Herr Kubel; but they are extended norless to the responsible
member of the Federal Government, the Mlnlster of Economic Affaira,.
Herr Schmiicker, with whom we feel ourselves closely associated as
with an economist, who with ﬁnfaltering conviction, far-sightedness
and courage plays his part at the Council of Ministers of the
European Economic Community:in ensuring that the great concepts of
international co-operatlon,ieconomlc progress and freedom of

: economic‘activity are always kept tb the'fbre.

1.f‘ Fairs brlng economic and technical development together as in
- a focal point, They provlde 1nfa11ible ‘pointers to what an
economy is and what it can accomplxsh._‘ With its fair, Hanover is

"‘infinite efficiency of the free. world's economic system. Germany is a
'histcric example of the fact that political freedom and economic -
freedam are indiv1sib1e. ; The "German economic mlracle“ is no more 7‘,, f
and no less than the declaion - made under the flrst Federal | |

‘process to the free decision of entrepreneur, worker and conaumer. e

"24, As a place where businessmen from all aver the world meet
:_together, faars also provide bcth & forum for and an invitation to B
talka on econamic policy. Since tcday no 1ess than one. exhibitor ~ wkfff




in féﬁr at the Fair comes from abroad - ten years ago it was
'fonly one in ten - such talks almost always touch on the great

’fffinternatlcnal economic prcblems., ‘The talks on overseas trade

}9; at thls Falr are a case 1n pclnt. Thls exchange of opinions
'?[5ref1ects one of the cutstanding realltles in the new pattern

 iwh1ch economlc act1v1ty 1n the world 15 assumlng today, i.e.

: ffthat 1nternal economlc facts and problems and wnr’d acnnnmlﬂ |
“7 facts and problems,’what is happenlng at home and what 15 gclpg

1 n’on abroad are 1nalssolubly 1inked.'_ Let me follow up thls e
"figlcbal plcture w1th one or two brlef observatlons from the angle

f;fof +he European Economzc Communlty.,,f

"7 73 I shall begln w1th Germany, slnce 1t is the host country to

'*477th15 frlendly meetlng of bu51nessmen from all over the worlde.;a

‘ ﬁlll the favonrable economic situatlon in the Federal Republlc »
11cﬁn»1nue° Hy answer to thls questlon 15 an unqualified "yes" iThe‘

”"legrqgmy of the Federal Republic 15 ‘at present in 1ts fourth boomy”

”‘7§ s.nce the war. Thzs year 1nvestments w111 reach a new record andy 

"»;personal 1ncames.w111 grow appreclably.,, Wages and salaries are

-f;a”aln increasing strcngly and furthermcre, prlvate budgets w111

' ff?b»nn£1t this year fromzhhertax reductlcn of about m 2 OOO mllllon., } ]:7
’V’Exports, too, sill proba 1yfmainta1n thelr upward trend, so from | |

'3}tre demand side the sltuavlon appears to be well set for a further'gf‘

” :5aptiona11y high elasticmty R
nd of the high praduct;vmtyﬁ;gg ”




because of acute labour shortages. Imports too are sure to make
"a further considerable contribution to the supply of goods on the

. German market.

7 Now a few words about the price trend. Demand should not
be allowed to increase too fast if price rises are to be aVOidedQ
This applies particularly to public expenditure. The EEC‘Council
of Ministers has just recommended that in 1965 growth in this '
_sector should again be limited to 5%. It is exceptionally
important for stabilization policy in the Community that all public
‘budgets in the Federal Republic, in particular those of the Ldnder
and local authorities, should strictly observe this limit. But I
hope that firms and the trade unions,§111 also show a sensé*of‘,,
responsibility and not take‘undue advantagé of the*situdtion, Price
- and cost rises can hardly be reversed in our present economic system |
and therefcre impalr the competitivensss of German industry far more
than before. We should in any case do well to reflect on the fact Y
~ that the surplus on the Federal Repuhllc 8 current payments, whlch
in 1958 amounted to M 6 000 millien,‘contracted to!ﬂ 4 000 mlllian “: .
in 1964 and is,if anythlng,likely to‘give way to a deficit in 1965.,» an
There is certainly no reason to dramatlze thia development, but a |
highly 1ndustr1alized country 11ke the Federal Republic ousht in
- the longer term to show surpluses on its current payments in order
to be able to flnance capltal exporte. .

. # The fact that the e:enomy af the Federal Republic has already
;;beaome an xntegral part of- a 1arger economzc area, i‘e‘ the European
,;u3 E¢enomic Community, and the extent ta which thzs is the case, can be 5'
. seen: today in Hanover.z In fact the procesa of integratian hasr  ‘
 ;deve1oped so far thatf"¥s nes trends in the other Community ¢ountries ﬁ
L ‘diree 1y:inf1uence the econom; offﬁhé Federal Republic and vice versa.f*
fg,;_ihat therefore is tha econami s" atlon in the Ccmmunity? Bt




 9 ¢ Here we have seen a remarkable change in the last few yeara.

;ffAs recently as 1963 and at the beglnning of 196# sévere inflatlonary

'T?stralns were v131ble in some of the member countries - they began in

H‘ Ita1y and France and later spread to the Netherlands = and threatened
,u¥;the other nember countries, 1nclud1ng the Federal Republic. “The ‘f"
[ﬂﬁf?imost recent trend is rather the reverse, 1.e.‘these countries are
“1fﬁjtoday exertlng stabilizing effects en the development of the German?
  f;economy.V One essentlal reason for thls was the. rapid, energetlc EOE
. and Joint . action which the EEC Councal of Minlsters, acting on a_:f r
,,«1  proposa1 fram the Comm1851on, recommended to all Member States in-
"foAprll 1964. | Follawxng thls recommendatlon, all Communlty countries

'g’fgave prlorlty 1n thelr economla pollcy tc the stabillzation of prlces
~ and costs.,’ Thla applles‘y itlcularly‘to Italy‘and France 1.e. the

‘ ;;ccuntr1es where 1nflatienar‘fpressures appeared earllest and where

"'f;they were most sericussu&

These countrles reslgned themselves to '

"7 _apprecLahle losses af grcwth;i 3the 1nterest of price stabxlizatlon.:  itd?y




increéses ahd a consequent deterioration of competitiveness might‘
' be exyected, and these could provide a fresh threat to the better
trend that hae been apparent over the last few months in the

Gommunzty 8 balance of current payments.,

TE The st:mulatlng effects of 1ntegrat10n are also felt in non-f |
 §émber countries. This is evident first of all in trade with our
nelghbours in the European Free Trade Assocxatlon. While the
latest figures show that 1nternationa1 trade as a whole rose 46»
between 1958 and 1964 Cowmunlty ‘exports to the EFTA countries
inereased by 78% and exports of EFTA countries among themselves by
% 87%; ‘ Despite the tariff cuts made wlthin the Communlty and within =
“the Eurcpean Free Trade Assoczation, and despite the ﬁiVGrgenoe in m&jari;
economlc factors wh;ch has acccmpanled this development, trade v
between the Six and the Seven has, as you see, benef;ted qulte 7
i considerably from the progress made 1n the Cammunity. | Thia can be
seen ‘in the statzstical averages, but of course it doés not necea~ } ¥?;Qf
‘sarzly mean that there ‘have been no dlfflcultles for 1nd1v1dual o
prodncte or partlcular businesses, and regional dlvergences in
,trade must nat be forgotten elther. ‘ ' '

A successful conclusion to the Kenuedy Round would ensure that
this happy situation cantinued. : Furthermore, the Gommunity 8
- negctiating mandate for t~e Kennedy Bbund 1ncludes proposals for
special arrangements to help trade within Europe. ) SRR

P : In other ways, too, the €ommunity 15 concerned to improva
frelatiaas with the member jof' j°yff The Commission recently began




The steps taken by the British Government in October 1964
to deal with the balance-of -payments crisis were examined by the
Commission. We regretted that they were not prededed by any
, kind of ccnsultatlon with Brltain 8 trade partners. One Community
' country - Italy - has managed to overcome similar difficulties“ |

B f‘ w1thout restr1ct1Ve measures. We shall in any case be happy when

_; 1n the next few days the spe01a1 duty is reduced to lQ%, but we
: cons;der it 1nd15pensable that this duty should be aboliehed
‘entlrely and as rapidly as. p0531b1e1— partlcularly in view of the ;

‘   Kennedy Round.

6. And that brings me to the most important item in our external
affairs. relations with the United States.‘ For trade in indus-

_ trlal gocds, a 11near tarlff cut of 50% 15 envzsaged. The dlffer-
,ence in the structure af the United States and Community customs
‘tariffs makes it essential to deal at the same time w1th what are,
known as tariff dlsparltles. we must take into account the fact
'!that tariff cuts of the ‘same percentage have very dlfferent economic

'effects,dependlng on the level of the rates of duty.,, The 1nclusion ,

of agrlculture in the GaTT negotlatlons is a ncvel and in fact

revolutionary aspect.‘ In our view, what is needed here is that a
,standstlll shauld ‘be applled tc marglns cf support in order to ;1'
rensure that the exlsting chaos on world ‘agricultural markets should

<not be aggravated.

"It is the European Economlc Communlty Whlch by its very existo

ience and success prov»ded the 1mpetus for the proposala made by the

‘}f‘  iUn1ted States.», The Cbmmlsszon is conducting these negctlations
: 7%;with_the firm 1ntention that;they shall succeed. Evzdence of this

. ona balance beingﬁfou

lfls provided_by the great fforts we made tc flx our common agricul-"
W  ther ,ucceas is achieved w;ll naturally depend
avreconcile the lnterests of all those

':(tural p,lces;;;,

'H““ﬂ{taking Part and~o*‘e flective. appllcation of the Prin@iple °f -

“"  f1rec1proc1ty.;




. monetary system. The 1nf1at10nary strains to whlch America 8

,,_j‘,'.proble& at the rlght place.f the overull deficit on- the American o
(PN balance of payments is not due to its foreign trade, for there is a

In addltlon to the masaive commltmeni"

But there is something élseg saﬁething which is particularly
evident in the Atlantic area: problemé‘of international economic
relations are not nowadays seiely problems of trade. Economic
’and monetary pollcy constltutes a second point of contact between
" American and huropean 1nterests. 7 The increa31ng international
 division of labcur, which is a phenomenan affectlng the industrialn ‘
"ized countrles in particular, causes the domestlc nollcy followed
1n any one ef them to be felt more quickly and more distlnctly in |
the reat of the wnrld. ' [

Gloser co-eperation in the major prablems of economic policy a:both i
siaxsufthe Atlantic is therefere necessary even today, and wzth the -
removal of obstacles to trade by the Kennedy Rbund thia nead Wlll
in future be all the mcre presslng. Mind ycu, there 15 no shortage>'
‘of matters to test this co-aperation at- the moment. | The extent to
which international monetary problems are being dzscussed 13
suff1cient yroof cf thls. The American deficlt on trade over the
: 1ast seven years has been bearing heav1ly oa the 1nternat1cna1

trade partners have been subaected aa a result ‘of thia imhalance T  G
have not made our cwn efforta to achieve monetary and price stabilltyf'] fi

| any ea51er.

‘ Xevertheless, the Uanud States has by no means been inactive.‘ \.»*
' With the measures it has takén the Admniatrat:.cn is tackling the

huge surplus of 36 500 millian on. the United States trade balance. R
en political groun&s, it is  kifof}

"exports of private capital from the ﬁnited States %hau are *urgqu'
responsible. Restralnt 1n direct American investments abroad wculd




be helpful.v A common attitude to this problem within the
‘ }Community is also needed, and we are working on it. Our
*;ﬂpurpase, of course, cannot ‘be to. keep direct 1nvestments out
;  §0£ our countries. Europe and the Community have derived
”j55great beneflt from such investments. They have often contrie
‘ if;buteé to mare rapld progress and helped to put an end to the
'iﬁlong years ln Whlcb there was a shortage of capltal in uurope.‘
Vig{ﬁhat is really needed 1s to. avozd excess.,“ ' .

» The Amerlcan balanee~of-payments problem is at the ‘same 1;
4_;time a symptom of . the weakness of. the present«day world monetary
 isystem.7y The difflculty is - and on this there is today little

  disagreement - that the present system leaves each of the .
 ‘reserve currency ccuntrles more or less free to create inter-“
'; jnat1ona1 llqnidlty, and that we have now reached a polnt beyond

?whlch it wculd be dangeroua tO 80-,

:atricter monetary disclpline in the form of a refcrmed gold

The Comm1381on 13 therefore in favour of a return to. :‘ ,,~'Ti ¥'] Ev,}
5exchange standard.
1




.‘f uhy the Community-has stated 1ts readiness to eonclude agreementa

-9 =

In its 1962 Aotion Programme, the Commission has already
;emphasized that a BEuropean monetary union could make a oonstructive
‘eontribution to such a reform., The Gouncll deoisicns on common
farm prices, which are expreased in units of account, are already
pointing the way to monetary anion; for the freedom with which
T atas of exchange ocould hltherto be altered cannot be reconciled
* wzth Community prioes.c The co-ordlnation and harmonization of S

. econaaio and.finan¢131 polloy in the Community wilx‘Larunvr ,

‘,prepare the way. o

37;‘ In these and other traubles and anxietiea of the induatrial
~ccuntries, we are still far from forgettlng the developing oountriea.
' In congunction wzth the United States, we have tackled the refcrm
of GATT on lines which should help the §oorer oeuntries. The
 pr1ncip1e recently confirmed by President Jchnson that development
aid should be given seleatlvely and 1n cencentrated form 1s in line
with the fundamentala uf our Communlty develepment polxcy, s
- The Yaonndé Genventlen of Assoclation with seventeen Afrlcan ? 
rcountriea and ﬁadagascar is intended tc strengthen the economies
of these countrles and to fit them with due ‘caution. into
' international eecnomy based on the dlvision of labour.j,”his ,
Convention was devised as a means of helping our Africén partnere
to help themselves. Commercial and financial aid and teohnical )
‘co—cperation are 80 eombineu ,hat euoncmic structures are improved
,}faccording to a longhterﬁ plan.; In. many oases, this requires bigger :* ¢
 econ9mic units than are oonstituted by tnese countries. This is o
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Historical and economic ties, geographical proximity and
politidalkconsiderations caﬁéed us to direot our attention first
;Vtowards Africa, where in addition the gap to be bridged was widest.
Our finanoial means are also limited. But all this does not lead

' us in any way to clrcumscrlbe our area of respon81b111ty on a
~ strictly reglonal basle.— The Community has already shown that
';vit is outward-looking.i Between 1958 and 1964 our imports from
:,all deve1op1ng countries rose by 44A, to reach a total of almost
‘310 QOO milllon- rlmports from the Associated Afriuan States on
';rthe other hand increased by only 26%, in the same period purohases'
"from Latin America, to which we are llnked by longustanding

Vtradltlon, even went up by 55ﬁ. R

8. CAll the observatlons I have 80 far made have one polnt in
:common- they measure economic events by the yardstick of a free
economy, of a market economy., But there are also countries with
a state-directed -eccnony and state trading. We are glad that they
,too, in particular the state-tradlng countrles of the. East, con- ’
fsider Hanover as a tradltional centre for contaota and informatlon.‘
Since 1953, imports into the European Commun1ty from Eastern
"Europe have doubled and have thus riaen conslderably more than
Ttotal imports from all non-member oountries. In this way the -
‘:ccuntries in the East have also drawn 1asting benefit from the
- existence of the Commnnlty. True, the structure of these imports,
:!7"three~quarters of Whiuh are foodstuffs, raw materlals and - fuels, W
“; fdoea not promise ang equally speedy 1ncrease in the future. o
' * 0n the other hand n1na~tenths of our exports ccnsist of industrial )
- finished goods. On the whole, the limited capao;ty of the Eastern
s bloo counaries to supply s“mi—fln'shed and finished induatrlal gooda
a.ndﬁzﬁrstrmt bllateralism“é.re th‘e greatest obstaeles to tx'ade
"; :wiﬁh7this araa. ‘ ;, 7,+, 3 o f S




. This being so, gquestions of polioy on Easterm trade have
. recently been the subjeot of lively disoussion. The EEC Commission
~  has proposed to the Council of Ministers that a common policy in )
’ [this field be introduced at the latest by the end of the traneitional =
;j'ggperiod. _For agrioultural products there is already a. community | ) o
i ?@ststem. chever, the preaent eituation, in which the predaminantly : e
f 1]fagricu1tura1 importe from the Eastern blco are subject to Ccmmunity’  Q '*
7;{rules while the mainly industrial exports are 8411l a matter for 55;[fvs5*
~ the" ﬁifferent States, will not in the lcng run be tenabla. Sinoe
» r the atate-tradlng countries have centralized cantrol of their li‘:'_1>,
4f;fareign trade, we aannot deal with them simply as we do wlth other, :ﬂifff
'ilfree market economies. On the contrary, we must develop special SR
 :fmethods aPprnprlate to the particular characteristics of a different S
‘ ,pattern of trade pelicy.‘ For both econemic and political reascnsf~
__ the approprlate metho&a mnst - and Iem certaln will - be ‘found,. e
"howaver difficult this nay prove. | ' o S

,1;;9 yj uTrada follows the flag"‘ they used to say in earlier days‘";bﬁfafv“f
:  ,Tiaes ha?e greatly ch&nged., Now that war has become synonymouawf;ff;fw i
 ~,ith self—destruction, it is no longer the measure of all things“,:lff
f7 In the past every peaceful erder - a8 long as it lasted - was -
,.;-;bagieally nothing more than the stabilization of what was rashly
1 5031136 "the right °f Gﬁnquest" Our hope is that a. peaceful and
| ; reasonab1e equilihrium will suyplant ‘this barbaric principle. ; ;T-f
J,;  The Bnited States, the greatast af the victorious powers of the S
\=¢QSecond Hbrld war, itself desires thia tranaformation of poliuy.;ﬁ %:;
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‘ doing is oalled "economic integratimn",and in fant it is providing
‘a fundamentally new background tn economio and aocial 1ife in

- =f’Europe., ‘But 1f we look cleser we' recognize that the raal esgence
‘(ifg‘af the prccess is politzcal: ‘political in: its objeot, which is the
‘ﬂfAEerging of eccnomln and soclal policies of the Member States in

':the Community, pnlitical;in ite organiza%ion 5 whieh is the fore~”'

‘ ”bove all politioal in its Aﬁ(?uV 7‘

ﬁwo ”es3; For industry ne 






