An interview with the President of the Commission

of the Buropean Economic¢ Community, Professor Walter HALISTEIN,
published in the weekly magazine "der Werbraucher" (The Consumer)
of 11th February 1967, entitled "The EEC and the consumer"
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Question 1

‘The way “green Europe" has developed so far has been a
dissppointment to the consumer. Instead of benefiting from
the expected price reductions the consumer finds that the
price of all types of food is rising. What have you toc say
about these reproaches?

Reply 1

One fact is of basic importance. The Community does not

fix retail prices. - They are formed by the well-known forces -
of market supply and.demand.,  In an eXpaﬁding'ecenomy it

seems to be inevitable that prices for services should increase
- disproportionately. In spite of all rationalization and '
concentration, the cost of turning grain into bread, pastry and
cake goes up and up. It is only the economic policy of each -
individual Community eountry -~ supported, to be sure, by
snccessful co-erdlnatxon at Community level -. which can exert
an influence on- the rise in retail prices or in the trading
prefit marginse. Nelther Council nor Commission determlnes

~ prices to the consumer. It must at the same time be kept in

" mind that one reason why trading margins are rising is that in
general the'consumer of today makes more exacting demands on the

processxng an& presentation of’foodstuffs.

The Commnnzty is responsible only for the prodncer prices
. and the wholesale pricea of certain agricultura¢ “roducts,

namely sugar, cereals, milk, rice, beef, and olive oil. For
“'seme of}theserprnéucts,- not even for all = the Community has so




far done no more than lay down the limits within which the
Member States may fix their prices., Uniform cereal prices
at producer level will not zome into force until 1 July 1967 ¥
producer prices for the remaining products will become ‘
effective from 1 July 1968,

*

Qgestion 2

In July 1966 the Council of Ministers decided to establish
a single agricultural market with a common producer price ‘
level for>1967/68. On this occasion the Council revised
upward the prices the Commission had proposed for & number of
products. This is nat exactly caleulsted to gain ‘the consumer's
confidence. ﬁhy was the Commission to impose its views?

33232 2

Yes, you are right; originally the Commission had proposed
lower producer prices. During'the~ﬁegotiationa'in the EEC -
Council of Ministers, however, these proposals ‘did not receive
the suppcrt of the magority. ' o

The interest of consumers ie not the only yardstick for . flxing
prices. In this field as in others we are living in a world of
divergent,; indeed conflictlng interests, and the EEC had naturally
not been able to change this unhappy state of affairs; we have
rtherefore to con31der at one and the same time the interests of
‘producers, taxpayers, ccnsumers and non~member countries. More-
over, natural conditions vary greatly frcm member country to
member ‘country. Finally, allowance must also be made for the
;technical condltzons governing productzen in agricultnre, as a
jbalance must “be ensured between prices.,. ‘




Question 3

Do you expeét the single market for agricultural products to
bring about changes —~ apart from the harmonization of prices - from
whlch the consumer coulfl benefit?"

¥With the estabhshmen’t of the common market for agricultural -
products, W h:.ch '.nll 'become a reality as common price ‘levels are
introduced between 10 November 1966 and 1 July 1968, the German
fa.rmer, ahatever he pro@ces, will find - himself in direct and broad
: co@etltion nth prodncers in the five other Community countries.
; ‘Great importance will then attach to the question of qna.lrty and to .
"~ the ability to adjust supply to demand. This competlhon will
" paturally exert & regulating inﬂuence 6n prices. The common
market will also increase the ‘basis of agncultura.l supply. What
we are witnessing is certainly only the sta:rt of a néw development.
. Our habits as consumers are becomimg "europeam.zed" although this
7 process ef adaptatmn nll take t).me

‘I now want to 1eave the s'n’b:;ect of the agnculmal market and

ahmﬂ.ﬂ like to ask some questlons on the connnon market for industridl
. goo&s . ‘What hes the customs union brought in the industrial field?

: ?EP}Z.Q S
, Let me sta::t by giving yon some concrete examples" girce 1958
S h :{prxces for mstax\-cars, fcr mstance, have ’been extraordinarily stable,
e it even W that techmc.al mprovements :m thzs f:.eld az*e now bbing




introduced much faster. For househcld appliances such as washing
machines, radio and television sets, and refrigerators prices have

come down. The consumer is already benefiting from the start of
large-scale production and keener competition. Today, refrigerators
are produced in considerably longer runs, and so more economically.

In the clothing industry there has been a distinct shift towards an
international division of labour. All these developments - rationali-
zation, specializa.tion and large-scale production - have in one way
or znother teen to the advantage of the consumer, Tms view is
conflrmed by trading compames which are ab}.e to survey a large

range of goods offered on the intermational ma.rket. The heavy increuse
in mtra—Comunlty trade has not only entalled e.ctua.l price reduct:.ons
but it also. accounts for a long list of 60mm1ty products for which ;
price increases have been avoided or have ‘been relatively shght. '

To be sure, it is not posal’ble to repor't such positive results
for all fields. But we have not yet reached the end of the third
phase of the transrk:.onal period. About 20% of the original duties
are still 1n existence, and go are numerocus adminigtrative obstacles
and above all the tax frontier. All this still represents an |
impediment %o free trade between the Communi’ countries.

In addition it should also be clearly understood that the effects
of the custom union for the consumer cannot be judged on pmces e.lone.
Prices. a.re only one side of the medal. Production, personal
eonsump‘tlon, the soclal a:ad eve:a more the employment sztuatlon, and
: the Ieng‘th of- the working week have daveloped very favourably in a
way which dlst:mctly shows the mfluence ‘of the Comumty., The

mere fact that the consumer is at the same time the earner of an income
- is in :.tsel enough to prove tha.t prlces are of qtute rela'tzve mporta.nce.
: f"iFrom 1958 to 1965 prices in Germamf rose 'by an’ average of 14% while the ‘
‘ ~nat:.onal mcome per head increased by 54% ‘l‘he growth of income has
e therefore been much faster 'than the mcrease in’ prices, and it ‘has been
of conazdmble benefit to every eonsumer in’ spzte of h:.gher prices.




- Question 5 -

You are in other words ccnfzdent that in future the EEC will
»work to the advantage of the consumer. On what do you base such

‘a favourable forecast?

ﬁeggg 5

I want to give you a systematlc summary of the adva.ntages which
the EEC offers to the consumer:

(i) Ther last customs duties and levies between the Member States
arebemgwt away. These charges, which at present still
amount to some DM 800 million per year in Germany, will be
removed by 1 July 1968. This allows absolute or relative price
reductions; hy relative price reductions I mean that price

l incremses which would otherwise have occurred are avomad or
are smaller than’ they muld ‘otherwise have been. A

- (i1) coapetxtion is bepom,ng keener in the Community in all industries.
‘This development is. rei‘lected in the persxstently h:.gh growth
: rate of intra-Community trade. The markets of the individual
aember countries are no longer protected against mtematmnalr
‘4 cmetrtmn, they are: belng fought for, and price and quality
: ,vnll “be the deciding factors. The Community's compe‘tztlon
* policy will Help to make this trend as effective as poss;bla.

(111) The range of goode pnt at the disposal of the consumer has at
, the saae time been extended The congumer can choose among
" the most. advantageous and mos‘t ‘interesting offers from the six
7 ""'j‘,cmmtnes. B ¢ hsve already pomted out that gince 1958 the
 supply of foodstuffs has been “europeanized”. We are
'witneaamg a szmlar development in manufactured goods.
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(iv) In order to adapt themselves to the common market, enter-
priscs have to make increased efforts to rationalize and
specialize. Competition becomes keener.. At the same
time. the large-scale European market calls for larger
enterprises; increased size is in many cases essential
if full advantage is to be taken of technological progress.

The customs and agriculturzl union established between the
Member States encourages faster additional imports which
make it possible to check prices once they show an upward
tendency, In 1965, for instance, when in Goermany supply
and demand were out of phase, additlonal goods worth

DM 6 200 mllllon were imported from the five partner coun-
trics. r"'h;.s process undoubtedly had a stabilizing influence

on prlces »

The existence of the Community has accelerated economic
growth in Europe. The rapid expansion of foreign invest-
mentrin Europe, which set in after the creation of the
Common Market, is in itself a sign of stronger growth. This
of course means faster expansion of the national 1ncome,
“Mich in turn,enables the recipient of an ‘income to spend

'more on consumptlon.'

Finally, the Cammunity lends strength to the free economy,
which is not shaped by the so-called collective requirements
of the East but is guided by the requirements of the indivi-

dual consumer,




Question 6

In the institutional field consumers have for a long time
been worried that the European consumer associations are not

r given an adequate say. Is this correct?

Reply 6

It should be remembered that ever since the beginning of
our work in 1958 there has been clqse co~operation with the
European consumer associations. This co-operation has found
its institutional expression in the Economic and Social
Committce, which comprises representatives from all waike of ;
- 1ife, including consumers, and which deals with all problems of 4
economic and social poliey in the EEC,

In addition, there are frequent discussions between the
various scrvices of the EEC Commission and the Consumers'
Contact Committec on questions which arise every day out of the
establishment of the common market. The most important example
is provided by the contécts over the formulation and implemente-
tion of the common agricultural policy. Advisory committees
are attached to the Commission BHr those agricultural products
which are covered by a common market organization; the'consumers
git and vote in these committees.

Finally, it must be realized that, in the institutional frame-

work of the EEC, the Commission - and the Commission alone -~ has

the right to initiate proposals, but that it is the EEC Council of

Vﬂinisters - that is to say the body in which the governments of
j~;the Hember<5tates are represented - whlch has to take the d90151ons.‘
,j;It follova from this distribution of responsibilities that it is -
»k'faa im@ertant as ever that consnmers should continue to exert thelr )
‘3finf1uence at natienal level also. T E '




-8 -

In the bottle for low ccnsumer prices we must in additien
welcome any cqmpalgn designed to keep the consumer informed.
The large~-scale European market requires even more than
another that consumers be well informed when they take their
xdeciSioﬁs as otherwise they will not share to the full in its

. BUCCESSa
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