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Mr. Ohairman, being here for the first time at a meeting of GATT, I
can assure you that I have listened with very great interest to what has
been sald in this meeting yesterday and today.

As one of the few farmers here I feel that it is wonderful to discover
vwhat a great interest eoxists, not only in farming ecireles, in agriculture -
or, if not in agriculture, at least in agricultural policy -~ but of course
I am not here in that capacity. I am here, as is my colleague Rey, as a
member of the European Commission of the Common Market and I can understand
very well vhat your interests ave. It was oxpressed yesterday very clearly
in your meeting. . What is your agricultural policy to be? VWhat are your
intentions in the futwe? And I cou’d hoer yesterday, especially yesterday,
an undertone of concern about our intentions. Well, gentlemen, I think
that is very comprehensible. Up till now we cannot say that in general
agricultural policy, as far as merketing is concerned, is something that has
promoted trade. We know very well that up till now the various gystems of
national agricultural policies have all been more or less linked up with
protectionism ~ autarchic systoms - and we know that there arec nany forms and
many moans of being protectionist. It is not only a question of tariffs,
not only a question of quotas, and so on. But that magnificont Roport of
. the Group of Experts - Haberler, and his colleagues ~ has shovm us by what
ways and moans we can deal on g national basis with agricultural commoditias,
what can be the results of international trade in agricultural commodities,
and it is for that reason that I am very glad to have the opportunity now,
here at this meeting, to give you an outline of our aims and how we desire
to try to attain them,

First of all, Mr. Chaimman, I should like to remark that we have not a
clear-cut agricultural policy in our pockets now - that is impossible. We
all know that it is & vory ecomplex problem and we kmow too that national ;-
‘agricultural policies are not developed in one year. But we have to bear in
nind that the Treaty of Rome puts us under an obligation. It is an
obligation for the Community, and especially for the Commiseion, to make
proposals for @eveloping agricultural poliuy before 1 January 1960. So we
have now before us one yoar and a fow months to develop an agrizultural
policy, but of course the developing of an agricuitural policy is not a
problem that you can solve in your study. You have to be in the midst of
~ reality and thero will have been many consw.cations before we can be
completely clear what we want to do, But on the cther hand, it is an
ebsolute nocessity that you should know what is more or less our philosophy,
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for I think that in this state of our work our philosophy, what we want to de,
what our aims are and how we plan to achieve them - is important. A4nd then I
am very glad that I can give you same basic ideas of our policy for the future,
basic ideas that will show some of the major trends of our agricultural poliey.

A few months ago we had an agricultural conference in Stresa, a conference
that was called as the result of Article 43 of our Treaty, and in that can-—
ference of the Six governments we agreed on several points that are important
for you here. Of course, I will not and I cannot give you here a complete
outline of the results of that conference., I do not think that will be
necessary, but I will specially mention those points that are of interest te
you here in this meeting. First of all, the answer to the question which yeu
have put to us: What will be the effects of the agricultural policy of the
Six on other countries, and especially of course, in other exporting countries,
and what will be the effect in general of the agricultural policy of the Six
on world trade in agricultural cammodities?

Well then,first of all I will give you a sketch of the atmosphere at Stresa,
I can bu¥l you that the atmosphurc in Htrosa at that spriauliuviul eonforenee
was for all of us who know how difficult conferences sometimes, especially
agricultural conferences, are, was refreshing, The delegations who were there
did not hesitate to develop thoughts and ideas that gave the basis of the
solution of real problems in the future. There was a fgeling, a general
feeling, at that conferenge - "We cannot go on as we have done up to now with
our national policies", I think this could be avoided, too, not only for the
Six but for other countries alse. What have we done up to now on a national
basis, on a national secale? Up to now we have not usually sought to solve
the real problems but to merely heat the symptoms, and in Stresa we were quite
clear that we had to be constructive, that we could not continue ip this way,
and that we would have to look at the roots of the problem in agriculture,
That is to say, Mr. Chairman, there was a general feeling that one cannot deal
only with matters of trade in agricultural commodities - one has to See what
are the causes of t he problems in trude: what are the reasons for tariffs,
why we have quotas, why we need the subsidies, why we need zuarantees for
agriculture, for the farmers? What we want to develop in the Six is f£irst of
all that agriculture as a whole should be considered as a normal part of the
econamy and of social life., We want farm incomes not only to depend on the
decigions of Ministers of Finance and governments as to the rate of guarantees
and subsidies and so on ~ we want to develop an apgricultural policy that in
itself gives the guarantees for a normal income in farming, for a normal trade,
too, in farm commodities. What we want, too, is that production and consumption
should, as far as possible, be in balanca to avoid 'dirigisme', to avoid too
a system of intervention and of agricultural aid. When I speak of that balance
in production and consumption, we know that on account of the various types of
national intervention in agricultural commodities and agricultural policies we
do. not always,produce agricultural commodities because there is a market demand
for them but because there are guarantees, And one thing we have learned up
to now is that we cannot centinue in this way, and so we have to develop an
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agricultural policy that is based on the reality and that stems from the nature
of existing demand. And then we have to discover why, im which way, by which
meoans and in what quantities we have to produce agricultural commnodities.

I think, Mr. Chairnan, that up to now everyone will agree with that sort
of philosophy behind an agricultural policy. But you will probably reply that
a8ll these things can be achieved in a more or less protectionist policy by
autarchy. At the Stresa Conference, however, 1t was very clearly stated by
the Mix governments of our Community in the resolution of Article 2, that ouy
Cammunlty cannot and will not be an autarchie community in the field of
agriculture, And, Mr, Chaiman (I imagine that the resolution has been dis-
tributed here at this meeting), here you will see that the Treaty does bring
about the progressive development of trade within the Market, but we shall
have to take into account the necessity of trade relations with third countries
which was expressed very clearly at the first agricultural meeting in Stresa.
Many times in that conference it was stated that our Comiunity must be a
Community with an expanding economy - increasing population, an increasing
industrial power, and that means the strengthening of trade with other
countries. It would be a very shorte-sighted policy if our Community thought
thatthut could be achieved without imports of raw matorials or agricultural
products, In Stresa we were very clear on the fact that development of
agriculture was not possible without an expanding industry. In other words
the best way to give a guarantee to farmers is to ensure industrial expansien.
The way in which agricultural matters were treated at the conference at Stresa =
and I say this as one who was for a long time Minister of Agriculture, and I
have attended many meetings on agricultural policy, not only on a European but
on a world-wide scale - I must say that at Stresa I met a new approach to
agricultural policy.

There is a second point in our philosophy of arricultural policy and that
is that we have to establish a policy that leads to a balance between production
and demand., At the Stresa Conference it was stated 1n the resolution I have
already mentioned, that in the estatlishing of a balance between production
and demand, we have to take into account possible exports and imports,

I8 there any reasm to fear the common a. ricultural policy when looked at in
that way? F¥irst of all we have to look at what the situation is now, what we
now have in the Six countries. There are six national policles with a world
market at this mement in agricultural commodities that hes a burden of surpluses,
together with low prices, where you find a very great difficulty in that there
is no balance between production and demande. I do not say that there could

not be a balance between production and demand. Demand is big enough but there
is no balance between produvection and purchasing power and we all know that

there is a very big demand for foodstuffs in the world, At this very moment
there 1s a big struggle with this problem on & world-wide scale, We have in
Europe six national policies with six ways and means of dealing with agri-
cultural commodities, stablilzation schemes, guarantees, fixed prices, subsidies,
mongpolies and so en, What is the result in the Six countries? Ve see in the
Six countries a production of commodities for which there is no real demand,

and that creates surpluses., But the philosophy expressed in Stresa, aimed at

a balanced production and a balanced agricultural policy. I think that we can
make a step forward by creating a common agricultural poliey, That will be a
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step forward for all of us not only on a world-wide seale but in all our
interegts. Tt will be a great benefit for all when there is a possibility
of developing an agricultural policy that is placed on a sounder basis than
it has been up to now. By the way, I would like to mention here, Mr.
Chairman, quite clearly, that protectionism does not only take the form of
impart barriers, sueh as tariffs and aquotas, but other ways and means, other
ways and anpearances, can give the same negative aspects as, for instance,
Subsidizing the export of surpluses as practised by us all., We do it in
Western Europe and it is done in North America. There are other systems of
deficiency payments, but I will make it quite clear that all thoSe methods of
dealing with agrieultural palicy bring difficulties to trade in agricultural
commodities. They all have negative effects, When, for instance, the cost
price of one pint of milk in an importing country is thirty cents, and in an
exporting country the cost priae is twenty cents, and the importing country
gives eleven cents as a deficiency payment to a fdrmer then the production
in the importing country will expand and exports will eventually be
diminished $0 zero. S0 you see that in dealing with deficiency payments
and other means of subsidies in agriculture you are also dealing with trade
in agricultural commodities, Do not think that I blame such a poliey in
every case., There may be particular domestic reasons. Perhaps we cannot
avold it in the future, but a liberal policy is not only characterized by an
absence of tariffs and quotas,

To return to our market poliey in the future of our Cammunity. There
are ways in which it is not pcssible to avoid these systems, those inter-
ventions in the agricultural market when we do not make every effort to
improve the structure of cur agriculture. There are structural problems in
agriculture that are at the roots of production, that are more important than
always dealing with the symptoms by interfering in the market, and then, Mr.
Chairman, I think that the Conference of Stresa and the Treaty of Rome both
expressed that we will have to tackle that problem, that we will have to
improve the structural position of our agricultyre in Western Europe to avoid
all the difficulties, all the interventions in the market that we have at
this very moment. It is for that reason that I am very glad, and I think we
all can be very glad, that at the Conference of Stresa there werc far-
reaching decigions on the improvement of that situation, improvement schemes
not cnly for agriculture but through industrializaticn schemes to attract
superfluous labour out of agriculture, and that is important for the trade
in agricultural commodities in general too. But what we sce now is that
price schemes in Western Europe are based not anly on the average of the
cost price in agrieultural commodities, but we have to take into account too
the marginal prices. And when the structural problems are not solved in
agriculture, we have to deal with the marginal farmer toc.

One of the reasons why there is a big difference between prices in
Western Europe in various sommodities of agriculture is that there are such
a lot of marginal farms., The structural problems of our agriculture in
Western Europe are very grcat and we will have to tackle them by an increase



GATT/402
Pagé 5

of productivity, by productivity of the soil, of course, ‘by productivity of
capltal, but for our object it is only by increasing the productivity of
labour that we can incrcase the standard of living. What does that mean for
the trade in agricultural commodities? That we have to be very careful
about increasing the productivity of labour in agriculture by enly increasing
our production. It was expressed very clearly in Stresa that we have to be
vory carefuls What we have done up to now is to increase production without
ascortaining thet a corresponding demand existed. We have created surpluses.’
We will have to be very carcful abeut this problem. On the other hand,
there i8 the necessity of inereasing the productivity of labour in agricul-
ture and so we will have to do all we can, make every effort and concentrate
on increasing productivity of labour by other means. When we follow this
philosophy in eur agricultural policy of expanding industry, of & balance in
agriocultural production and consumption, taking into account the relations
with exporting and importing countyies, and an increase in productivity of
labour, then I am absolutely sure, Mr., Chairman, that as the result of a
common agricultural policy on a sound principle, there will be an expanding
foed market and there will be room for imports of basie products, primary
products and foed products because we have an agricultural peliecy that is
based en sound principles.

At this point, Mr, Chairman, I should like to draw your attention to
paragraph 251 in the magnificent Repert of Heberler and his collaborators.
When we study those figures, taking into account the various assumptions, we
can see what 13 the size of potential imports of primary products into North
America and Western Europs. Whon we See the potentialities that 1ie behind
these figures I am not pegssimistic about the possibilities of world trade in
the future, but it depends of course to & large part on what the purchasing
power will be of large areas of the world where there is a very great lack of
possibilities to buy what is needed, At the same mament there is surplus on
the ene hand and there is hunger on the other hand. We cannot be pessimistie
and we will have to do more in that field. And now I come to the significance,
in my epinion, of GATT in regard to agricultural policy. I heard meny things
that were very interosting yestorday and I can say that I have learned one
thing from the Haberler Report and that is: that the GATT, in its actual
possibilities, in its actual form and with its actual powers is inadequate
to deal with agricultural policy. One thing that I learned from the Report
is that the problems are so complex and you can only deal with them when you
go to the roots of the problem - that you cannot solve them by only taking
inbo account the questions of tariffs and quotas and of trade. You cannot
deal with the problem by approaching it only fram the commercial side., I
can fully understand, Mr. Chairman, that up till now there were complaints
that GATT could not do much in the field of agricultural commodities, I
heard the same complaint, Mr. Chairman, in the Food and Agricultural
Organization for many years too and I agree with those who say that it is just
in this field that we must make progress, It is in this fileld of agricul-
tural policies on a world-wide scale that we will have to make progress.

For .here we have to deal with one of the rotten spots in our world ecconomy,
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and perhaps in our world policy, that the distance bstweon the haves and

the have-nots, the distance between those in favourable conditions and

those in unfavourable conditions - on the one hand industrialized countries
and on the other hand purely agricultural countries -~ is not decreasing

but the distance is still inereasing at this very moment. - We all know

that this problem is only to be solved by a concentrated attack fram various
sides - economic aid, financial aid, getting "lmow-how™ and so on., It is
all necessary. What we have to deal with in this conference is that a
greater flow of goods from those countries who aro in unfavourable conditions
to those who are in favourable conditions, the industrial world, the Western
world, may I say, is absolutely necessary. Our Comission is fully aware

of that fact; we know that it cannot be done only by breaking down trade
barriers; barriers of trade are the symptoms and we have to make it possible
for our organization, for GATT too, to break them down but we have to do 8o
by looking and seeing what is behind-the trade barriers, why we have those
trade barriers, Weo must adjust cur economic policies; we must adjust our
agriculture policies. And we know, too, from the Haberler Report that ‘we
cannot 'do that by creating so-called free trade, It will drive out

economic production, as pointed out in paragraph 253 of the Haberlesd Report,
which says "in our view, thorefore, a moderation of agricultural protoctionism
should be combined with othper moasures to facilitate the necessary re-
organization of agriculture; but a moderation of agricultural protectionism
remains a necessary ingrediont in the total operation". That means also,
Mr. Chairman, we have to look for a moderation of our agriculture protec-
tionism. And now I believe that there is a fine project to deal with this,
to deal in reality with agrieulture policies, and what we uneed to do in my
opinion -~ I welcame warmly the proposal of the United Kingdom delegation in
this way ~ is to look for a code of agriculture poliecy, for we have to

select good methods and we have to avoid wrong methods. Not every method

is wrong. Thore are in existing circumstances several methods of agficulture
policy and not every protectionist policy, not every agriculture pol}cy is
wrong. We have to select - but selection has to be made to form some sort
of code of agriculture policy. The Haberler Report cen in my opinion be

a very good basis, a very good starting point.

And now I will come back to tho Common Market, to sur policy. We are
very willing, as was already expressed by my colleague Rey, we are very
willing to join in consultations, to have close liais-n, We are very willing
to join in the confrontation of agriculture policy on the same base as other
countries, as other Contrasting Partics, are doing. We, at this very moment,
have to build up our agriculture policy, and we should liks to follow many of
the proposals as well as the guidance of the Report of Haberler. We are
fully aware of the fact that a good code of agriculture policy could be based
on this Report and we will have to follow that code too in developing our
agriculture policy in our Community. I this meeting of GATT, Mr. Chairman,
should lead us to decisions in this way, then our Conmunity will be glad to
Join a real policy for greater and freer trade and greater prosperity.



