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| am grateful to you, Mr. Chairman and to this Subcammittee for the
honor of being invited “as'a European to participate in your hearings on
’futufe United States foreign economic policy. | |

: aefﬂcr‘e dealing with the main subject that is under consideration by
your Committee at the present hearings, | would like to make some general
;remarks' on w'hat’ seem to be fundamental trends in trade and investment during
the seventnes.

Th:s is a world of sweeping changes affectmg all aspects of human
life and v' reaching increasingiy even the remotest places on the glabe, it is
therefore of vital impoftance for businessmen, administrators, and legisia~
tors rto codﬁt‘antly keep under reviéi past developuents and to correctly assess
future rtrrends. 1f we look ahead at ‘iéterniatim! economic relations in the
seventies, there is at '!eastkmerb’asic fact of which all of us can be cer-
tain: the life of the av-errage American or European citizen will be influ~
enced more thaﬁ ever before by svents cutside the specific region or country
he is living in. He will purchase more products that have been produced,
partly or who!!y, n other .mntraes or continents., Xore m!e uill work
with comnames having the;r main operat:ms m other parts of the world, and
all of us m!i lncreasuzgiy depend on business comhtmns Wevalhng 2ise~
where, sha!l thus, no doubt, come cinser to tbe "me-warid eommf dndl N

will prevail at some later stage of bmn hsstery.
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tnternatnonal trade wsll contnnue to expand faster than world gross
nationai preduct, even if one exc;udes the substantaal amount of trade that
will be carrned on within regnonal groupsngs l:ke EEC, EFTA, Central Ameri-
can Common Harket, LAFTA etc.v

Trade expan5|on will cont:nue to be fastest among the highly indus-
trtaltzed countrles, essentially North America, Europe, and Japan. Manufac-
tured goods ws!l further :ncrease thenr share in total world trade.

But trade will be only one aspect of the evolv:ng pattern of foreign
economnc re?atrons.r The network of the ‘nternatlonal econamy wuli be even
more fundamental!y determened by a great!y nncreased mobility of capital,
'techn:ca! and manager:ai know=how, - -and even of iabor, The world-wide reduc=
tions of trade barrcers and of restrictzons to capltaf movements have created
-a new situat:on in the world economy" undustrial corporatlons are more free
than ever before in the;r cho:ce as to hcw and where to manufacture and market
their pr”aucts, by setting up subsadnaraes in cverseas markets or grantlng
iccences to foreign compannes. in the past decade ﬁnnted States d;rect for=
eugn investment has: grown substantlally faster than :ts exports. There is
no reasqh to believe that thls trend wjl{tbeksudden}y reyersed in the
sevent«es. | | - S -

This development is not very surpraseng. lndezdb ihere'afefiimits to
the cest advantages to be obtasned by concentrattng product;on at one point
| from which to supply the uhoie wor!d Economres of - scale that might perhaps

be derived from such a concentratson may be more than offset by higher trans—

portation and hendling costs and by - ;nsufficaent abi?;ty tc adjust to spec:f:c ;

market conditions in distant coantfles-ruey :




lf one reahzes that exports ami foreign investment are only two
dafferent methods of penetration mto foreign markets, it becmes clear that
a fa;r amount of ﬁmerican exports of mamsfactured gcods may iﬁcreasmgly be
'replaced by productmn through Amerlcan sussldlaries ?n the mrseas aarkats.
It is therefore quite natural that the "traditional“ ﬂnited States' trade

' surplus !* dimamshmg or even d:sappearmg and that irwesmﬂut income is

'_more and more fmancmg tmparts, tournsm, and otber services which the United

,’State's, rgqu‘s res frcm orthgr,countrn:es. Vm 1959 income on foreign private in

‘ Vgétiﬁént‘ émplﬁntfec! to nearly SBr,BiIISOn‘:P;? yéaf'ur 22 #ef'cent of United
S'ta'te‘sf merchandiser'expoﬁéy. This compares to $! 7 bn!hon per year or caly
13 per cent of exports durmg the years !950 to 195‘&. 1t can be safely ex~
| pected that by the end of the ‘next decade incame frcm forezgn iavestment mll

' - be an even more zmportant :tem in the B.S. balance of payments than it is

o B today. The United States, princ;pal "rent‘ier“ of the wm‘ld will have to

) a\,cept an mcreasmg *'“iow of mparts from the cuts:de lf it uaﬁts to enable
the host countr:es cf Ameri can mvestment to earn the foreign exdzange neces~
sary to fmance the remttances of mvestment Enccme.r

" Let me add a few remarks on what I conceive to be major trenés and
problems in the f:eld af' mtemationa! trade and trade poi!cy durmg ‘the

decade ahead

t seans to me that the Seventi'es mu be a periéd of intensiﬁed

internationé? caﬁpeiitifon‘,r When the Kenneﬂy Rcund negataat;ms wiil haxre
been Tully amp!anented by !9?2, s:ariffs ui!! be Imr than at any mnt of
modern h‘story. Accordmg to p;ans \\Mch are bemg a«erimd cm‘. at presalt, »
| ’the Iess deve%aped countries mll en_;oy dﬁty free aecess te large sms

of the deva%aped countries”' cmssm. asarkets. ‘ﬂm imnﬁg o§ tariff barr ers




wiil go paralle! with fhrther reductions in transportatioh costs which can

be ‘expected as a result of a more generalxzed appllcation of advanced hand-
iang techniques (contacner shlps, air cargo, etc.)' There is no’guarantee‘
for nndustrses in particular countrses to preserve any "traditiona!" adVance.
Both the Unlted States and Europe must learn no Ionger to consider their ad-
vanoe in certain andustrial sectors as a g:ven fact of life. It may well be
rthat they Will both be evicted from relatively safe market positions which
they hold |n certa:n sectors. Such changes are pa|nful. The prob!ems both
 the Un:ted States and Western Europe are facsng in esteblished industries
lnke.textales and shoes are a. case in potnt.' Whatever the difficulties, the
soiutuon cannot be found in res:stang the anev;table and mutually profitable
changes but only in @ smoother process of ad;ustment. Economic policy must
f_:k ' ' 1ncreasnngly encompass measures providing for long—term struotural adjustment,
- IF we do not succeed :n making substant:al progress along these lines, it will
be very difficult to embark upon further trade lcberalization. The United
States, when 1t adopted the Trade Expans«om Act of !962, cleariy recognvzed
pthe c!ose re!atronshfp between trade poitcy and adJustment measures' but it
wrl! nc:doubt, be necessary to go beyond the provnsnons of the Trade Expan-
ston Act. - |
Some students of trade polscy wonder what neasures towards furthor
trade ]uberalazat:on m%ght be taken after the Kennedy Round reductsons wall

have been fully emp!emented They aiready envssage a s:tuation where the

exchange of manufactured goc&s wnlx no Ionger;“e hampered by the existence e

of tariff barriersc However, if we look :sPassi nateiy "the world‘tradef‘7“

8} tnetion most likety\to e;o!ve in the‘sevent:es, itqeppears that*
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set more modest benchmarks. As long as fundaﬁenta econom;c conditions aﬁd '
po‘rcues continue to remann as d:fferent as at present, we can hope at best
to get only a few steps closer to the ulttmate goal of free trade., !n other
words, we should concentrate our efforts on certasn sectors where tariffs
:rema:n excessnveiy high ccmpared e:ther to those protecting other gndustries
~or in relat'cn to value. added, | | |
There has been increasnng awareness recently of the restrict:ve in=
'fluence which mught be exercised on wcrld trade hy the existence of numerous
enon-tarnff barriers.‘ !n a way, this is a perfectly normal consequence of
‘the successful reduction of tarlffs and the: quasn-disappearance of quantita-
tive restractnons wh:ch makes other barrners 1oom larger.

Ve have had this experlence wathln the EEC.’ After internal tariffs
had been el:m:nated busnnessmen suddenly dlscovered all sorts of other
h:ndrances to the;r exports, such as adm:nxstratuve rules, fees, sanitary
'prescrsptsons, techn:cal norms, publac procurement procedures, or samp%y
'dtfferent habats. Ne found it both chaliengung and extremely difficult to
'ettack these !ess tang:b!e xmpediments tc an unrestricted flow of goods.

fore bound to be s!aw, :n some areas even very slow,

WHen trying to eiimnnate non-tar:ff barrxers at a world level diffi-
culties will be |nf|n|te1y greater than withun a homogeneous group of coun-
tries, such as the EEC members,,whech are contractualiy bound to ¢reate one

‘isrge damest:c market for thenr agrncultural and |ndustraal products.

i understand that S:he GATT mdustrial comm;ttee has ndent:f:ed some

800 categorses of non-tarxff barr;ers;‘including'such daverse th%ngs as< ° }

custams valuation methods, taruff classifscat:ons, prchnbltxans ‘on adver-'fijyfj'\

tlsasg certain. aScohol:c beverages, and ferfain forms of d;scr!mfnat“ng

taxaticny for examp!e on automobtles and splrats. ;}f 




it is my impression that all of the majorr'utrading" natidns ﬁa\'retheir
fair share on this list and that therefore, the ”burden" is much more equally
distributed tiaau mate a few peepie, especna”y in the United States, ‘seem
to think, !Eaatewer the prob?ems and d;ff;cultnes, it seems af vstal unpor-
tamce that we tackle them ared that *he internahanal tradmg commumty makes
some progress, in the ye;rs to cone, - towa;d*s: ehmmatmg a,fair pprtion,’of'
those mon-teriff barriers which prove particularly harmful to trade.

cmsséermg the difficulties mvolved, and partrcularly the probiems
of defining comcessions m a bas:s of recuproc:ty, negot:attons mll in=
evitably be !ang a:d cumbersame. It is,, therefore, of vital mterest to.
all participants ttrat any agreement whsch may be reached at the negotiating
table will also be "’hmwre@‘ by the respectwe nat:ona! legnslatures. ‘We
simply camnot afford to go mta such: Iengthy negotzatcons without bemg
ﬁﬂiy conwinced of the “cmdsh;hty“ of our negotzat:ng partners. ‘Let me
rﬁ@‘ in this comnection that the deiay of actron by Congres:; concern.ing the
abolition of ASP which is part of the Kennedy Round agreements has caused
some scepticisn as to the United States' credibility in the field of non-
tariff barrier negotiations. | do therefore hope ﬁh’ai tahgfess will quickly
adopt the trade bill which Pres:dent N:xcn submstted ta Congress on November 18,

Let me now tﬁm to that part of mternatlonal econamc relatnons that
CODCerns nore éwect!y the United States, ‘oh the ‘one hamd and the EEC or -

rather Yestern Europe, on the other.

Since the end of World War i, the Um:ed States has cons*stently gwen

its support to the idea of Eurm pohtsc&l and ecanmuc un' Yo The Umted' S
States did so because it was comvmced that a pmsperous and ‘u‘n tedyEurop O

wauld be the bhest gaamatee for pwce on the European cmtinent v




same time, the Unifed‘Stetes had unooebfediy:hoped for e'uhieed-Europe
gassum:ng nncreased responsub:llty in worid affarrs and thus relieving the
7 United States from the strenuous burden of beung the sole safeguard of |
freedom ln the western world 4 : - |

- Recently, however, there have been ssgns, at least |n Ameracen public
op:nion, of some changes in the tradnttonal Unxted States"support of European
unity. There seems to be a grow:ng d;sullusuonment with that po!:cy. Sqne
- thsnk that ;t was one’ of the ”grand and sad dreams of Amer1ean foreign policy
';n the past 20 years. | | i: ; : o

!t IS therefore not surprIS|ng that some hnghly esteemed personalities

in Amer;can pe!ntncal Itfe have recently expressed fears that British entry
:nto the EE£ once consldered a primary obJectxve of - U S -European policy,
*‘m:ght have de]eter:ous effects on the Unuted States which shou]d therefore
recons:der its support for Brltish entry. 7 | ‘

What then is the past record of European xotegrat:on and what ss its
outlook for the,seventses9 ch does th|s process affect Amerscan economic
and po]:tlcal ;nterests? How will U, S «European relatlons be nnfluenced by
further progress. towards economac and pol;tzca! cohesson in Western Europe?

As far as our past record is concerr e need not be ashamed of |
ourselves. wsthan only 12 years:we achaevedrmore in terms of economsc uni=-_

fication than many of us dared _o hope sn [ 6—57 when we drafted the Rome

Treaties setting up the EEC and Euratom., The:ssx EEC econamnes heve became }i:"'

closely snterdependent. Goods and iabor move near!y w'th' t any“
e have thus made substantaai progress on, our way towards ach”eVing_our ’
principal, econamic noe! that |s, te cre't'; ne big demest:c market on t

European continent. Recent events bave made peop!e rea!uze that‘we‘heve to




push this process further, qu econcmic and monetary union bemg necessary
to ensure tasting success. Plans are actua?iy being drawﬂ up to achieve
all this by 1978—!980 |

Econcmc mtegrat:on in Europe has been a ma;or factor responsible

- for spurrmg economic development. The spreadmg of prospenty among ail

layeu s of the populat:on has undaubtediy helped to contam movements of
social unrest whnch might othemnse have arisen. : |

: Polat;cal!y our achievements have been much less consplcuous. He
have not created any new mshtutsms m the faeha of pohtncal cooperation,
: part:cularly for foreagn and defense pohcaes. For a var:ety of reasons -
and hxstorscai c: rcumstances, our efforts to ach:eve more institutionalized
pohtccal cooperatcon among European cwntries have fanled S0 far. However,
:thxs apparent ‘absence of specn‘;c pol:tacal actmn should not lead one to
bel neve that 'Europe has not gotten closer to umty. There can be no melting
of six or ten ﬁatnona! econames mto one. econcm:c umﬁn without a substan~
tial amoum: of paht:cai cohes;on among the courstnes concerned The crea-
tion: of the. EEC has been an essent;al factor in el immating the century-old
Vdsstrust and emmty between the western European pmaers, especiatly France
and Germany. ‘ 7 : B ., '

, But our task is far from bemg acccmphshed. At The Hégue conference
in necember, !969, the EEC cherrments reiterated their resoiutmn to go
ahead with the task of umfymg Eurcpe._' He shan grogress:ve!y tarkle

"high‘iy sensatwe tssues that touch the basns of pat:onal soverengnty, Yike

moneta ry umcm.

It appears that 1he £EC m‘ﬂ have tc accemphsh essantially four .

tasks in the seventies‘




define its outer boundéfies,~i.e.~sét€!é the long pending

grablem of enla: gsﬁe%%fv

= create a modern agriculture able to compete in the world market
- with a minsmum of government |nterference and avo:d surplus
prob!ems, thus contr:butxng tc an orderly world market an ;

agricul tural products. :

- shape thé %nStrumenbs'and instifutiohs for éoordinating or
umfymg hassc economc pohc;es wnthm the EEC, partlcular!y

in the moaetary and sndustrial fields

' i'apply'trade policiec wh:ch take into account the Important

respons:b;l:t:es cf the Communlty in worid trade

- -'set up coerdsnatang mach:nery in poittlcal areas not pres-

sentiy cavered by the EEC Treaty. )

If, as ! am confxdent it wuil. the EEC succeeds in achieving substan-
tial progress in each of these areas, this wa!l have an $mportant beartng
on U,S.-European relations. T0~the extent that the European countries will
harmonize or ‘unify thetr palxc:es in a grow1ng number of f:elds, the Unlted
States will progress;veiy be confronted with a sang!e POSIthﬂ only, instead
of six or ten. Techvncaily this wall undoubtedly sumpllfy our dea!ungs.r

As long as s;x or ten

But it does nct necessarily nmply tdenttty of vrews.-
European couatrses acted more or !ess independent!y af each other, they were o
|Y'5i§piy to adapt tneir pOllc:es to wna:ever measures were taxen ny

the United States.



This adjustnent mechanasm worked sat:sfactorily because of the im—
balance of "poweﬁ' between the Un:ted States and each European country
nndtvadually., However, when the European countries get together to decide
"certain thxngs in. ccmmon, such decss:ons may have repercuss:Ons:ﬂiUnated
States polncy formulatien., Indeed the mere fact that European countrces f

E decade in common on certaln questlons wxll gave such dec:slons a substant-

‘7'1elly greater wetght even outs:de Europe. Suppose, we a!ready had some kind

of monetary unson wtthun the Communoty, as’ :s presently envcsaged for ‘the
{Iate seventtes, and ai! Centre! Banks within the Community decided to raise
 the|r re-dtscount rates to the same !e«el !t is quite ev;dent that the
*umpact of such a decnsion on Untted States monetary pollcy would be sub-
,setsaliy greater than if only Belgnum or:i y'f‘e~ d i s4 te;7‘ his ex=
‘ampie |ndtcetes the new type of recsprocrty, “or the interdependence, which
will evolve in U, S.-European relat:ons as a consequence of @ higher degree
of ‘economic and point:ca} nntegratcon w;than Europe. Some may regret the -
devs when there was essentially only one declston center In the Western '
worid and when the Unnted States was free to g«ve not too much weight to
‘the polxcies fol!owed by other nat:ons. But 1t should not be overiooked
thet the new rele‘sonshnp whuch is gradually develepnng between the United
States and Europe w111, at least in certain fuelds, bring about that sort of
pewer sharing that the Unnted,Stetesqhoped_For,when 1t,suppcrted\£urqpean

unif?catteﬂ.

The Un:zed Stetes wtlI 1ess frequently heve to take "!one 4f8ecTefoe$;

for, in addst:en to Amerrcen pubi:c opinaon, Europe may have 3te~_
as heppened recent!y on the questxon of a genereI taraff preference Vs emﬁyr

~in §aver of the less deveieped ccuntrues. As long es there contlnues to b”




basic agreemeﬁ‘ be..waeﬁ the United Staﬁes and Europe on fundanenta’f policy
' 7 issues that detemme our common visy or isfe, there can’ be advantages to .
ra certam degree of emu}ataon and riv y’ netween the two Atlantic regions,
We simply have to real:ze that our views are bound to d!ffer in
| ‘certam fieids and that in a growmg number of econamc policy i ssues
neither side can dictate its. so!utmre to the other, To the extent that
: §mon sol‘ut:ons may be required or desirable, they will have to be agreed
'upon_rin,a dialéctiéal p?oceﬁs of d?a!,lénge and response. Thfis appears to
. me to be the desper meamng of any "A lantic rpartner’ship'f" concept. |
Turmng tc more 1medsate and concrete ﬁmted States' concerns with
respect to European unification, | should like to make a few remarks on two
7 vrital ,Cumﬁmity issues: : its enlargement and its agric&lturél policy (CAP),
‘l'hdeed it appears that the United States ;udges the Cmmumty primarily
on the basss of sts pohmes in these twc Fields,
As far, as the en‘larganent of th‘e Conmunity is concerned, it is a poli-
tical imperafive. The s’ixumgniber Community is to be considered as only a
preliminary Staée of Euro@peén'qnifrication. Indeed, Efesternriur‘ope is too
smali in éizé to be able to affo}d to s‘ta’y permane;:tiy ydivided in different
groups aamﬁgst its 20 o&dtbuntries. For well kaown reasons, the enlarge-
ment has not been échieved eariier. But the Ca:#wnity has now afrived at
a poinat in its h;story where thes issue must be settled. Hithout a solution
of this questson progress in other fselds m:ght weH be blocked forever. |
lt xs, therefore, a key issue for the Commumty, for Europe, and also for
the Umted States. 7 7 7
'ﬂtat is n\hy l regret Senator Jawts‘ recent statsmeﬁt evokmg the |

possibility of the g.s. Admmstrat;m mthdrawmg zts suppcrt of Bntzsh




membershlp. As former ltalnan Permanent Representatyve to the EEC ! had many

occassons to gratefully acknowledge the mora! and polit:cal support which

- previous admtn:strations have gtven to European unification. E

Euroaean c:tszen I should

Eurapeans have,a rught to organize thenr economy and socnety as they con~‘

s:der :t to be in the;r best :ntereat, provided they respect their inter~

nat;onal ohlngat:ons.

What then will most probably happen when the Communtty is enlarged by

' fcur new. members - the Unsted ngdom, Denmark Norway, and treland? ,

They will JOID an exast:ng customsvun|on. GATT provtdes for such an’

'en!argement, and sets the ru!es to be fol!owed ln such a case.

!t shou!d be recalled that :n the fleld of manufactured products, which

' cover the ma;or part of U S. exports, EEC rariffs are cn the average signifi=-

cantiy iower than tbose of both Br:taun and lretand Under the hypothesas

that Brtta:n (and the cther candidates) wcul'

adopt the cowmon external tariff,

SubjECt to some minor adjustments, the United States would get a more favor-

able access to the Bratish market for somehﬁﬁ percent ofits exports.

The sctuattcn mlght ba different or certaiﬁ agricu!tu?ai ccmmodit;es.

But it is my :mpre55|on that the smpact of Brltnsh entry on U S farm exports
has been greatly exaggerated in fact, there is only one maJor U S. agrn-
cultural product, feed graans, which benefets from a htgher protectlon in

 the EEC than it does preseﬂtly in. Britain. - 0r

items as soybeans, o;i cakes,IVegetab :

the. Ievei of EEc orotection fs erther tower o

Britain. ln the case af tobacco, which s the mov

tural product expcrted to Br%tann, accauntingAyn;
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u.s, farm exports, tota! tar:ff and excise charges are higher in Brcta:n
,'ktha" in the ucmmun:ty. Cons:der:ng these facters, ct IS by no means exe.. .
: cluded that U S farm exports to Brltasn wh:ch have been stagnating at about
;ﬁOO mn!!aon durnnq the last six years may be stimulated ac a consea ce of
'Br:tain s jornnng the EEC
7 whatever may be the resuit of these different, conf!acting forces that
‘rare ltkely to affect U S exports ef industrcal and agrncuitural goods to
 8rzta|n, overall u.s, rmports lnto Brtta;n shculd be favorab!y :nfluenced by
" the posat:ve effects whtch Brltish entry 1n the COmmon Market will most
‘ probably have on sts rate of enonom:c growth
8 WHxle the case ‘of Brlta:n, lreland, Denmark and Norway is relatively
s:mple, the Tinks w1th other European countr;es ralse a dlfferent set of
, prob!ems. Roughiy these countraes fall 1nto two categorses, those unable or
‘unw:iicng to subscrsbe to the polittcai ob;ectlves and'imp!icatlons of the
Rume Treaty, and those not yet ina pOSItiQn to become fuli members of the
Community, Sweden Austr:a, Swatzerland and anland pursuing for different
,reasors a potzcy of neutraivty, belong to,the f:rst category.l -Spain, Portugai,
Greece, and Turkey to the second Ali of these ccuntrees do between 50 per
cent and 70 per cent of their trade thh other European countr:es. Because
of thezr smali ‘size they would no doubt suffer !njury if they stayed com-
p%ete!y outs.de of the economsc vntegrat:on movement wh:ch is gosng an in ’
Europe, It is therefore of vital ;nportance ta tbem that mutua]ly acceptabie .
solutions be found to. settle thesr specral probiems.i_f ~'ﬁ”‘ el
Canede and the Uneted States fsndang themsa{ﬁes ina scmewhat ccmpar-

able pos;tscn have trted to solve thesr specna! tr"de dsff:ﬁulties om a'basis




E wrli gradua!ly come . :nto ex:stence.ffﬂ

klimited;tb one majér industrf;‘autcmObiles.i'ByAViktde of the U.S.~

Canaé;an Autometsve ﬁgreement of ?965, For whtch the GATT partners have

granted ar”wa:ver", the Un;ted States and Canada are able to do about one

of Europe, it w:ll no dcubt be necessary to fxnd solutxons on a more general

basas.‘ There is no questvon of concludnng"preferentval agreements" de—

. s‘gned to produce,monor trade advantages for the Community. it |s a question

o of progress:vely brtnging these countrnes :nto the vast European market which

Gf course, th:s wall mean that somettme by the end of the seventies
'U S. commodstnes exported tc wost West European countrles may be hlt by
tartffs - houever moderate --hmilethose from West European countries i

tegrated in the Ccmmon Market wu!l not. Hewever, from the Eu Jpean point

of vrew the sxtuation is ent:rely the same as regards goods |mported into

the state of ﬂa]:fornta from New Ycrk on thevonewhand and from Europe on

the other hand The analogy may appear farfetched "But, after a!l Europe

s sxmp!y reai;znng, after decades of lnternatsonal str:fe, that et is im=

peratxve to crente a s;ngie econchC'ar' fat is not to fali hopelessly
behxnd the natural “contlnental powers" ltke the Un:ted States, China, pr

the Sov:et Unton.

He sha!t therefore have to revxse our trad:tnonai concepts of what;"“
is fore:gn trade., Today nobady wouid consider
carr:ed on between two Gﬁrman c:ties

of foreign trade. Sat as recenxly'as 1880 the

in the same seﬂse that traan betwee G




Twenty years‘frem now foreign trade will be done essehtially on an inter-

contineﬁtalybasis, the intra-eontinehtalzf}ew'of goods’being more and more
ass%mi?‘ ted to domestic trade. It ierfﬂ this‘perspective that one should
icok at European :ntegratlon as we!l as at snmilar vntegratnon drives that
have deve!oped in Latln Ameruca, Afr|ca, and to a certaln extent, in Asia,
There can be fiti%e‘éce:' in  lu :t the shaplnq of econamvc
nity ,s E urope has nct caused nnjury to the Unuted States in the part.
On the contrary, 1 am tncllned to thtnk that Amertcan busunessmen, more
',fthan anybody else, knew how to fully beneftt from the,chang:ng econanlc :
x'condlt;ons of one 5|ngle market and the ;ncrease sn prosperlty that went
:‘along wcth European integratton.,eei-e‘ay4 | |
| !ndeed Ameracan exports to the EEC increased more over the” last
ldecade than to any other part of the world On the other hand Amerrcan‘
' d:rect anestment mthm the EEC more 4than quadrupled in th», ten years
V:fOl]OWing the beglnn;ng of the Ccmmon Harket. ?Thus record |s unlque in the
;htstory of econcmsc relations between:‘atnons; Amerlcan lnvestments are
'heth!y concentrated,in the manufacturing tndustrnes where aff;ltates of
U S nbased ccmpannes eccount for up to Sonper cent of total output and ’

lnvestment. The replacement va!ue of U,; d:rect znvestment and partsc:pa—

on!y part of the story.' 7




It has become ”en VOQue”'in thefuﬁited States to éceuee fhe-cemmén’
agricultural polncy of be:ng one. of the maJor factors acc0unt;ng for, what
is consudered by the Un«ted States, an unsatusfactory development of uts
agracu!tural exports towards the EEC' whsle U S agrocu}tural exports tc the
Ccmmunsty ;ncreased by 17 -per cent between 1963 and 1968, exports of manu=
'Vfactured goods went up by hh per cent. l think it would be unfalr not to
; admtt that in some cases “the common agrlcultural poiicy may nave uEy&tiVﬁly
affected U S. agr;cuitural expr '£3 :he Co ungtv. |

But one :hould not over]ook a certain number of basic tendenc!es in .
 7wor1d agrucultural trade and attr:bute thelr consequences to EEC agricu!~
t ‘tural polacy. ,Indeed total U S. agrlcuitural exports have been stagnatlng
since. 1964, As the share of tbe EEC market acccunting for rough!y one fifth
of tota} U S, farm exports has not dum:nxshed dur:ng that persod, one has
~'to fnnd a more- fundamenta! explanatson far thns trend. In m, mtnd the ex-
7'pianaeuon lnes essentual]y nn the unprecedented lncrease of agrlcultural

productivaty in aﬁ! countr:es, whatever thelr system of agr:cultural pro-
tect:on, and thelr level of agricuitural priCes.J: |

when agra;u%tural producttvsty lncreases et ‘some 6 per cent to 7 per
' cent per annum whnle eonsumptson rnses hy only l per cent to 3. per cent,

the degree of se\f-sufftctency of tradctional defncit ccuntrres, ltke
Western Europe or Japan, is bound to tncrease.; lt 1s to this basxc change
_in the pattern of agr;cuitural prcductnon and trade:that the Unlted States

and other exportang eeuntr:es have tb adapt themseives;'




not forget that in all deve!oped countr;es, Inc!udtng the United States,
agricultural problems cannot sumply be so}ved by apply;ng economic critersa.
It is not possuble to expel scme 5 or 10 mcllion farmers wathtn a few years
from the countrys:de w:thout provok:ng a socaal and pol{t:cal uproar. ‘Npr
can . one undo w:thxn 10 or I years the shortcomxngs of a hundred years'
agrtcultural po!:cy str;v;ng for more food production and tryfng to pre~
~serve the. so»called "famtly farmlng” it is good to remember in this con=-
fnecrroﬁ that the United States had |ts flrst experlence with agricultural
- surpluses_as far back as the early twent:es and that 30 years Iater it still
had to resort to’ a mOSt cmpresstve food aid’program under PL h80 in order

to get ruioftremendous agricultura! surpluses.4' -

| The European agricultural problems can be solved on!y ‘y a progressive
,antegratlon of agrlcui.ure lnto the market econcmy. Thls requ:res fundamenta!
"changes in hab:tf, in farm s:ze, in production, and marketlng methods. in

‘democratac coantr:es such changes cannot be‘brcughtraboutMovernnght.’,

flﬁdustry. A!ready, the proportlon of the acti‘, 

14 per’ cent. “But it is st:l! far away from he 5 per. cent f.gure of the U.S.

We are well aware in Europe of the ser i *f  7k' gfi

problems, and they fxgure high on the prtor:ty I;st of th Comm'nity.~‘Actson




But since the European Ccmﬁunsty summlt meeting last December, it
is clear that tuese political obstacies have now been overcome. I did -
draw your attention already to the 1mportant dec:suons about a program
for full econom;c and monetary unnon. Negotnatlons for accessron of Great
Brttaln and other European countrces are now being actlve!y prepared

In ail f:elds, European nntegrataon ‘seems to have refound its dyna-
m;sm, and thss corresponds, i th:nk, to a. desnre that has charactar:zed

.Amarécan forergarp’l_ cy ever since. world War i, !ndeed the exnstence
of a strong aad stable European partner seems to be a prerequrs:te for ‘

rlasttng and coherent Atlant4c co-operatton, based on a better equ:librlum
1n‘poss:b11jt§es,and efforts than we have today. ‘To work'togather effec-
tfveiy, Earobe‘mast be arganizad we shall not ‘always agree on everythtng,
but our - fundamentai apgroaches to world prob!ems are. the samc. We must set

©up,” t th:nk approprsate mechanisms of permanent consultatlon to be able to

. wcrk‘aogether’in‘the mast,effect;ve way,_~"'






