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“Your kind invitation to discuss recent trends in the Community I. have

 welcomedi . It is because I am convinced CHat we must -- on both sides «= -

keep our’ lines of communication open -~ particularly in these times.

i:Relatiﬁﬁs:betwgéﬁ the United States and the Community have be¢p in a
'kihdr6f;"latén£ cfiéis" fbfrﬁe;ily twéryears. Various atﬁitudésraré avail-
ablé fo coperwith,the situation. One is to deny the existence of any prob-
Ie@s énd,£o:proc1aim thétjﬁe enjoy.the best of all possible worlds., But this
iérnéither realistic nor ﬁseful. Such an approach could further deteriorate

cur. relations,

Another attitude is to say things that could please the other party.
I don't believe this can suit our common interest either. We would risk being

: cohpelled, sooner or later, to act differently from what we said.

The best attitude, it appears to me, is to face facts; to consider

them with objectivity and frankness and =-- beyond' our- divergences which are

normal and legitimate ~-- to:look for basic and common approaches which can lead

to fruitful cooperation.

It is in this gpirit that I intend first to sketch the recent Community
developments in the economic and monetary fields., Then, I will endeavour
to answer the fundamental question you now ask Europeans: '"Is this European
Community which is consolidating and strengthening itself more and méfe,conscious

of its incrcasing responsibilities in the world?"

"Is it an inward-looking or an outward-looking Community?"

In the last ten years, the Community has aestablished a customs union and a

common agricultural policy. These two achievements were complementary. The

Eurcpean countries, for which agriculture {is a heavy burden, could not accept

the risk of industrial free trade, if they did not profit from a preferential

market for their farm products and from financial cohesion within the Community.
But it was clear that a common market of commodities and services would

remain-incomplete and would be exposed to instability and shocks without a more

solid economic and monetary strycture,
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The ambitious character and the political implications of the undertaking

: enééﬁ&ére&‘é'ioﬁg ah&’iivély'débate. Last ‘February, the membtier states finally

decided. on the.progressive establishment. of an economic and monetary _union

.during the 1970's and on the adoption of the first three-year program pfrac;ion,

‘These decisions are more important than their first reception accorded them,

The Council of Ministers did adopt the measures proposed in 1969 by the

Commission. ~These can be considered as the basis for further developments tn-

ward an economic and monetary union,

,First,‘fhey,agreed on a medium-term economic program, defining guidelines

for following the main economic variables -- and particular prices -- to be

used for the period from 1971 to 1975 as a framework for the coordination of

current economic policies and their convergence toward growth and stability,

A specific procedure of pricr .consultations is already practiced for the most

important decisions of economic policy,

On the rionetary side, short-term and medium-term support mechanisms,

amounting to two billion dollars have been created to help member countries

which may experience balance-of-payments difficulties,

Thus economic and monetary cooperation dmong the member states, which

had been informal, has become organized with its own specific rules and mechanisms.

Second, the six governments agreed on the final objective to be reached at

the end of the present decade: the creation of a. large economic area in which

men, products, services, and capital could circulate freely., It involves the

setting up of fixed and irrevocable parities, without margins of fluctuation,

for the currencies of the Community. Tt also calls for the establishment of

a common organization of central banks responsible for the conduct of a common

monetary policy and for giving necessary powers to Community institutiens to manage

the economic and monetary union, A common currency will be the crowning point

of such a prucess.,

Before this final achievement, it is possible that a European unit of

‘account could be used for specific financial transactions.
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these technlques were introduced on an internatlonal level.
It should be tioted that these’ principies will have to be accepted,
-"according . to. the Hague decisions,'by::herapplicgnt,countries.

..Third, the member states have adopted a specific program for the next
'threécyééfs. Dutiﬁgithié pefiﬁd,:éﬁe Community will reinforcz the coordination
of economic policies, particularly of budgetary policies, It will start the
process of creating a European capital market through the progressive elimiﬂa-
tion of ﬁax obstaclesror restrictions éo capital movements. It will go-ahead
witﬁ the harmodiéation of the bases of indirect taxes, the tax-on-value-added
beingrapplied in 1972 in the six countries. Our cenﬁral banks will begin gradu-
ally to reduce margins of fluctuation of exchange‘rates among the currencies of

. membeg cquntries; They are already preparing a special machinery to coordinate
their infervention on exchange markets. A first reduction of margins from 1,5

will
to 1.2 per cent xanid occur ‘this summer,

The success of this program will be decisive for further developments at

the end of 1973, The Community will consider the results and decide the next

steps to be undertaken toward the final objective.

We neither ignore nor underestimate the difficulties which we see ahead,

We know that each member country has different economic and social structures
and that they do not use the same trade-offs between growth and employment on
the one hand, and price stability on the other. We know that solidarity among
our countries will have to grow in other ways than in words., We know that creat-
ing an economic and monetary union means the acceptance of a new, strict disci-
pline not only for governments but also for the private economic sector, This
union will be founded on the complex reality of several nations, each with

their own rabts and traditions, Thus, we must find a new institutional for-

mula in order to manage efficiently the economic and monetary union.

If we are conscious of these difficulties, we are not given to pessimism,
Indeed, we can fail., Nothing is acquired forever. But if the political will
asserted by the heads of state or govermment at The Hague 1s maintained and if
the enlarged Community, does not dilute our organization but instead will provide
Hoe incentive for greater cohesion, then we have some reasons to believe that

the goal is not out of reach,
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L will contribute to reduce disparities among the six economies. -And then; public
%opinion;ia;suﬁpor;ing,mqnetarygintegnatign fogrip;crngl,and,intepna;ional;:easpns{,;7:;

VF;hally;,wé,a:g,quouraged;by;the ability of.the Community to find answers

: tb'itéfpr9hlemse

In 1958, ‘many people doubted™it would be possible to set up a customs"
‘union within 12 ‘years. Nevertheless, the Community was ahead of schedule,
In 1970, the discussion about the Werner Report generated uncertainty on the

future of the economic and monetary union. Yet, in February 1971, the necessary

decisions were taken, In March,1971; it seemed there was a deadlock over the
common agricultural policy. Nonetheless, a new start was given to this policy
by the adoption of far-reaching structural measures,

Why should we not succeed in the same measure in achieving economic and

monetary union? It is not adventurous to expect that the pessimists are wrong,

The chances are that the European Commuri, ty will have a greater weight in

world affairs during the present decade. Its position will be strengthened by

the enlargement cf the Community which we consider as highly probable,

This prospect gives rise to questions and concerns, There appears
in the United States a tendency to consider that the Community has no inter-
est in what happens to the multilateral system of trade and payments -- so
long as it is managing its internal problems. We in Europe say that these fears
are unfounded and the critiéism undeserved, Until now, facts do not justify

these fears or criticisms,
Let us consider first international trade.

From 1958 to 1969, total imports of the Community rose by 244 per ceat and
imports from the United States rose by 283 per cent.

According to the 1971 Economic Report of the President of the United States,
"on balénce the effects of the formation of the EEC on industrial trade have so

far Been favorable.“

“The Community has carried out all its commitments assumed in the Kennedy

Round, whatever problems of adaptation its industries have had to face, Yet

: that protectionism in the U.S. could awaken protectionist tendencies
weé are now anxious nxxxxaauxnaxggxkaaﬁnixnnakﬁﬂﬁxankﬁgﬁin Europe, Our countries,

indeéd, have not reached the level of induétrial developmenf of the United States,




- ly-advanced pfodugﬁslr

EJAsfregardé dévelaniﬁ' countries,: the Community will create.-a ‘generalized

,7' preference system next August, thereby taklng the lead among lndustrialized

countrlps. E

Let us ‘now turn to the Common Agricultural Policy which faces harsh crltlcism.
Look flrst at the flgures. From 1958 to 1969, agricultural imports. of the Community
| rose by 56 per cent; agricultural iﬁports from the United States rose by 79 per
cent,. - According to U,S, Department of Agficulture figures, U.S. farm expofts';o
'tHeVCohmén Mafket'rose to a record'levél in 1970,

Critics of the siée of agriculturai labor in the Community -- an avefage
of 12 per cent of the working force -- should be reminded that the Community
couhtries begén their farm revolution in the 1950's, whereas the United States

achieved ‘it in the 1930's and 1940's.,

Historical -and social factors are responsible for the limited size of
European farms, "We encourage their modernization. But we don't want them. to
disappear completely, for they contribute to the equilibrium of ourrsociety.

If the Community has prefered price supports to direct payments, it is because
income allowances to farmers would be an intolerable financial burden., None-
theless, our price policy has been moderate, in spite of the strong pressure
of farmers organizations. It has taken great account of international trade
considerafipns. One examplg, for instance, has been to safeguard imports of
u,s. soybeans.

Lastly, European farmers are not impressed when they hear that the Common
Agricultural Policy excessively benefits the inefficient Community producers
at the expense of efficient outside suppliers. Are the outside suppliers so
efficient as to be able to face competition without any govermment assistance?
"It must be noticed that the public expenditure per person occupied in agriculture
-amounts to $1,300 in the United States, but only to $860 in the Community.

I will not venture to say that the Common Agricultural Policy is exemplary,
I don't deny its shortcomings. But, generally speaking, the Common Agricultural
Policy complies with the needs and interests of our agriculture. As such,

its principles have never been disputed within'the Community. But I can well
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haginé,that_it Will'evblverasrteéhnical,,economic; and:EOdial,éoﬁditionslchangé 

n.European agricu ture.r
préblemb doiarng for thirJ couﬁtfles, we &re always read"
to seek, with them,- appropriate solutions suchras is now the case for citrus
'¥and,tobac¢o, ,But—it,is,a pity that,,during the Kennedy Round the Community
proposals to harmonize agricultural support policies on an lnternational

1eve1, were ot accepted Such harmonization would have created better

§ ,icandipionsrto: the development of agricultural't:ade:throhghout the world,

We now come to international monetary problems.

Most people within the Community ~- and outside -- are deeply concerned
about them, even if some FEuropeans try to minimize the situation and give
appeasing explanations to recurrent crises, Complacency as well as resignation

“is dangerous.
I would like to express an independent view of the situation,

The dollar is the most‘widely—used currency for international trans-
_actions. It plays a:.central role in the international monetary system. A
dollar crisis would severely disturb international trade and payments. No

sensible man could wish such a crisis.

But confidence in the dollar depends on what those who use the dollar
think about it. What they think depends, in tgrn,on the basic strength of the Unitéd
States economy, the scale and efficiency of the American banking system, the
size and depth of the United States capital market, and finally on the domestic
and external equilibrium of'the United States.
Tn recent years, inflationary pressures have affected the U.S. economy . A
courageous stabilization policy was implemented. No one doubts that
United States authorities will exercise their full responsibility to maintain
a non-inflationary expansion of the economy, in spite of .external constraints
and employment difficulties. No one believes they will heed experts who

advise them to treat the balance~of-payments problem with "benign neglect".
The situation cannot be improved overnight. But a continuous effort
from the United States is the key condition for a better psychological
Vrclimate in international monetary relations and for a proper working of

the international monetary system.
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Lf massive payments deficits pers f;':fhe éééhmﬁ] fjwﬁ*éf;dql}ép balances

en- political S

con era ;qns, whlch were and remain 80, poworfu], could not 1ndefin1te1y

“escapé “the 1ogic of facts. The 1acest dn1ua1 report of the Bundesbank is, -
in this perspective, very instructive,
Somérbébplé ;-éﬁohé tﬁeﬁ éomerEﬁfoﬁeans ~ say that countrieé'ofhef'than

the'Uﬁitéd:States have to revalue their currencies periodically. This

) sdlﬁtiod is theoret cally poasibie. But-is- it realistic to- think that these
countrieércan accept successive revaluations withbut cénsideringrthe:éffect
on their domestic economies ~- including the relative evolutioﬁrof costs

- and prices? Would public opinion be willing to bear unilatérally the burden
-of the process of international adjustment? Moreover, we should wonder how
anriﬁternational monetary system can work, if some curréncies are

péréétual candidates for revaluation. How would it be possible in such a

situation to avoid recurrent disequilibrating capital movements? In such

circumstances; greater flexibility of exchange rates would be a blind alley.

_What would be more probable would be the setting up of controls. One
éénnot exclude, in an'emergency situation, the inconvertibility of the
dollar into gold, followed inevitably by a-general reconsideration of

all parities, What a prospect of anarchy!

More and more, people are beginning to say that it I!s too late to

avoid such developments.

Yet there are still chances to restore progressively a satisfactory
&orking of the international monetary system in a spirit of international

' cooperation.

First and foremost; it would be very useful if we stopped talking about
—-wider bands or frequent and limited parity chaq§es-~
the greater flexibility of exchange rateﬁqas the appropriate formula for
solving present problems., International monetary stability requires that

the process of adjustment be observed by all countries. Parity changes

should be used only to correct fundamental disequilibria. They cannot become a

normal instrument of economic policy,
Second, 1t is urgent that the Euro-currency market be regulated by

the concerted action of central banks. It has been said for a long time that
this would be impossible, Nevertheless, helpful measures were recently taken
by monetary. authorities in the United States and central bankers in Basel

. At

- who arqﬂworking on the questionf The regulation could be all the more

~efficlent if central banks - above all in Furope ~ would stop ''reswapping"
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Third, it would be necessary to reach an agreement on an orderly growth

L fof internatiOnal llquidlties: gold, special draw*ng rights; and ‘dollars.

+8.D.Ry g were crnated 1n 1968 to be a supp1ement to gold and a subsritute

_for the dollar. “This’ new reserve instrument, which is collectLvely created

and maﬁsgéa,’cén be very useful to the international monetary system,

But. its future depends on conditions in which international liquidity

will grow. It could be difficult to add S.D.R.'s to an

increasing volume of dollars. It becomes thus very important to limit

. progressively the share and the rate of increase of dollar balances in the

Vinternational monetary system. We will have to make up our minds in view

of the second allocation of S.D.R,'s-in 1973. T hope personally that the

S.D.R.’s do not fall into desuetude. If an agreement on the evolution of

reserves is obtained, the financing of ‘the U.S: deflcit could be realized

- by normal methods of conditional credits through international monetary

. and unconditional
institutions instead of unlimite@/eccumulation of dollar balances by foreign

central banks. I notice that similar ideas were recently formulated by the

Joint Economic Committee of the Congress.

In monetary affairs as in trade relations, you can be sure that the

European Community is not only conscious of its responsibilities, but

resolute in support of positive actions.
From this point of view, the
I!EAdevelopment of a European economic and monetary union would bring

real advantages to the Western world. It would allow for a better international

coordination of economic policies, Such coordimation would be more efficient, 1 f

carried out between several large economic and monetary entities, than a great number

of small units. It could put Europe back into a ranking position as inter-

national banker and stimulate European investments in the United States,

which could be a useful countribution to its external equilibrium. Finally,

the Community would be in a position to assume,_ a proportioﬁate share of

some international burdens that have welghed heavily upon the United States

since the 1950's.

We are not conmstructing an economlc and monetary union against the

UnitediStates, but. for Europeans and, alsc, to the advantage of

outside nations.
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tial agreemente conrluded between

e SRR : o Tbey fear that A~ o
the en a, ed Community and other Western European countries /\b deterioration

of agricultural exports of non—member countries might be expected from a
wider application of the ‘common. agricultural policy. Thus 1t is that -
:non-member countries, and particularly the United States, are urging an’

V:immediate recognition of their own. interests and specific commitments by

—,jthe Community. .
L _haVe three:comments here.

First, the Community is now conducting difficult and complex negotiations
:‘with applicant countries and other countries asking for speclal ‘ecohomic

: and commercial ties. Nobody knows what will be the final results of these
various negotiations. Mlxing them up with an international trade tound would
onLy'generate confusionf At any rate, it would be difficult to appreciate
eventualfdamaées. When the situation is cleared up, we will then have a

balance sheet‘and will be able to draw conclusions.

My second comment is that an enlarged Community will not abandon its
respon81bilities toward other developed and- developing countries. Why
should it suddenly become 'an inward—looking organization? We must avoid

a prdces d'intention",

lastly, I am convinced that the enlarged dommunity, while -looking for
proper solutions to the problemS—which could arise, will not accept every~
thing which might be deémanded of it. The Community has and will have its
Vown interests. Satisfactory compromises with third countries will be reached
if there is a common objective: maintaining and developing a multilateral
system with clear rules of the game and with equal rights and obligations
V for all partners.
) This is ]
A. ﬂ'he genuine Vbasis for cooperation,
In explaining our goals and our problems, my purpose has been to
facilitate-a betterrunderstanding of our respective positions. It is clear
that,the commercial and economic issues can be solved technically. But

this is.not the heart of the matter. I do not want to conceal what 1is,
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: iﬁ my opinion; the trne problem" it is a psychological problem, a problem

,3'cf mLLuaL oonfiﬂencp in a period of vhange*

You, in the United Statea, seem to feel that those Europeans, whom
you helped s0 generously in bad times, are now ungrateful and selfish

whilst you are facing many difficultieé.

We, in’ E-'ooe roﬁder wﬁethér sectors of public opinion in the Uhited
States,'despite the policy line repeatedly confirmed by the U.S. Governmént,
may not distrust European unification, because it might change the present
balance of international relations and give to the Community greater ecomomic

' strength:and freedom of action in the world.

Such misunderstandings, on either side, are dangerous. We must dispel

them.

Together we must realize that we are entering a new world which needs
close and fair cooperation between the United States and a uniting Europe. .

which is- asserting its own personality and assuming larger responsibilities.

As partners, let us try to master the tremendous problems of our time
and to protect the .values of liberty and human dignity to which we are,

all of ﬁs, dedicated,

As we were in the past, let us remain confident in each other now.
Our friendship is firm. It is founded on our mutual respect rather than on

our immediate interest. All things considered, that is what matters.

# # #






