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REMARKS BY SENATOR HUBERT H . HUMPHREY 
to 
TRADE POLICY RESEARCH CENTER 

LONDON, ENGLAND 
JULY 30, 1971 

In November of 1963, in a message to an agricultural 
trade symposium in Amsterdam . I said, and I quote: 

We regard a United Europe as a partner 
to join with us and others in reducing 
trade barriers; as a partner to develop 
coordinated economic policies, and as 
a partner capable of playing an even greater 
role in our common defense. We look 
forward to a full and working Atlantic 
partnership . We await the day eagerly 
when we will stop talking of sixes and 
sevens, but of one. This one Western 
European Community will not be built 
overnight, but with the best of will 
and a generosity of spirit, it will be 
constructed. And, it will be constructive 
to a still better future. 

I do not feel it judicious to get further 
involved in the Great Debate in this country on 
the question of Common Market membership. I know 
there are deep differences among you. 

What I would like to discuss with you tonight 
is the pattern of international economic policies 
which appears to be emerging in Western Europe -- a pattern 
which apparently is being accepted in the United 
Kingdom . 

The European Community has been taking a series 
of steps which add up to a shift from multilateral 
trade based on the Most Favored Nation principle to regional 
and bilateral special arrangements and the formation 
of a preferential trading bloc. These activities 
are contrary to the principles agreed to at the General 
Agreement on Tariffs and Trade. 

The trouble is that the present six member countries 
have been seeking solutions to internal problems without 
taking full account of the legitimate economic interests 
of non-members. 

I do not question the fact that many countries 
outside the Common Market have in general benefited 
from the restoration of prosperity among the Six. 
America's exports to the European Community -- and 
her income from investments there -- have grown rapidly 
over the last decade . 

But the role of the EEC with res ect to world 
production and trade in agricultural commodities has 
created multinational difficulties. We are seeing 
a system of high internal rising support prices which 
have stimulated production uneconomically and curtailed 
demand. 

These price levels are buttressed by variable levies 
and other devices. Thus, potential exporters with 
comparative advantage are deprived of markets within 
the EEC. Moreover, any internal surplus is placed 
into export by subsidization. The nonmembers are losing 
markets both ways . 
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As far as grains are concerned, the u. s. farmer 
has lost a substantial part of the potential market 
and consequently has received lo¥er market prices. 
As an elected public official, representing a great 
grain producing state, I join in the chorus of protest 
coming from official and non-official sources. 

In contrast, soybean and soybean meal receive, 
as a result of the Dillon Round, duty free access 
to the Community. Exports of these items are at record 
levels and are fueling the expanding demand for high 
protein meals. Any restrictive actions on these 
items would result in an immediate response by the 
u. s. government. 

The proliferation of preferential trade agreements 
threatens the continued existence of the GATT system. 
It threatens the American objective of a world economic 
order that is non-discriminatory. 

Our Congress, your Parliament, the legislatures 
of other countries in Western Europe and elsewhere, 
all need international rules to help us maintain 
balanced and outward-looking policies. International 
principles are our best defense against internal weaknesses. 

Americans are becoming increasingly worried about 
the future of international agricultural trade. They 
are especially worried, of course, about the future 
for American exports of farm products. 

Our agriculture is becoming highly efficient 
by world standards. One out of every four American 
farm acres goes into exports. Our farm support programs 
are being increasingly geared to the world market. 

Yet we are coming up against farm support programs 
in other countries which block our exports or which 
artificially stimulate surp lus production which then 
has to be off-loaded on the world market at sub sidized 
prices. The resultant distortion of world trade in 
agricultural products is becoming costly for all concerned. 

Farmers may be small in number, but in America -­
as in other countries -- they are politically important. 
And so they should be. 

For many years we have been hearing about the 
political power of cash grain producers in some parts 
of the EEC. I am not unmindful o f the political 
balance of power of U. S. grain producers in many 
of our states. 

American farmers have on the whole been more 
outward-looking over the last decade or so. They 
have come to see the world as their marketplace. They 
have favored the liberalization of international trade 
and have helped, again and again, to beat back the 
forces of economic isolationism in the United States. 

Farm interests are crucial to the American position 
on international economic policy. American farm interests 
are, therefore, bound up with the economic interest 
of Western Europe which rests on the achievement of 
an open world economy. 

Nearly all governments provide assistance to farmers 
one way or another and to greatly varying degrees. 
It is the method of means, though, that this assistance 
is provided which is so important to world production 
and trade. 
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At a very early stage in its life the European 
Community developed the Common Agricultural Policy. 
Initially the CAP was said to be an instrument for 
stabilizing market conditions inside the Common Market 
and avoiding the bad effects of sporadic dumping 
by outside suppliers. 

In practice, however, the CAP has become a major 
disruptive force in world agricultural markets . Its 
workings have gone far beyond the original objectives. 
The import levy system that the Common Market has constructed 
is much worse than import quotas because they make 
imports a matter of residual supply. 

The price of imports is kept above the internal 
price . If there are bumper crops within t he European 
Community, imports automatically suffer, and, as a 
consequence, there can be no long-term planning in 
international trade. 

The Community's farm support policies stimulate 
production by artificial means. The Common Market 
now is nearly self-sufficient in all temperate-zone 
foodstuffs. 

This has been achieved by setting internal support 
prices at roughly double world market levels in the 
key commodities. It is hardly surprising that surpluses 
are generated. 

The Community releases its surpluses on to world 
markets with the help of heavy subsidies. T~e subsidy 
payments often are larger than the market value of 
the products and they are financed by the levies 
on those imports that are able to enter the Common 
Market . That is a bad system, and it is costly. 

I am not attacking the idea of government aids 
to farmers. 

But farm policies do not have to be so protectionist. 
They do not have to attack the interests of others. 
It should not be necessary to make the efficient 
farmers of one country pay for the farm program of 
another. 

One reason why the CAP is so disruptive is that 
its price levels are so far above world market levels. 

Another reason is that price relationships within 
the CAP system are set in such a way as to favor the 
use of expensive home products in place of lower priced 
imports. Soft wheat, for examp le, grown in the Common 
Market, is increasingly used to substitute for imported 
corn in feeding animals. 

Surpluses are low at the present time . But most 
experts believe they will be with us again before 
long. This will be especially true in Western Eurooe, 
where \vorld market prices are expected to level 
off or go lower. The surpluses, therefore, will be 
costly to either store or export. 

Recent studies in the Community have confirmed 
what anyone experienced in a g riculture already knov;s! 
Low-income farmers, being small operators, get high 
prices on their small output, but only benefit marginally 
from the Common Market's price-support policy. 

On the other hand, large farmers in the Community , 
already operating at high-income levels, are able 
to reap windfall profits from the high prices obtained 
on their large outputs. I am told, moreover, that 
many of the large farms in the Community are owned 
by "weekend" farmers having other sources of income. 
This happens in the u.s. in all too many instanQ?s. 
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Esti mates by the United States Department of 
Agriculture put the cost of the national farm support 
programs of the present member countries of the European 
Community at about $5 billion a year. This must be added 
to the roughly $3 billion that is spent each year 
under the CAP program jointly managed from Brussels . 

But these are not the only costs. The high prices 
maintained by the CAP program probably cost consumers 
in the Common Market another $6 billion to $7 billion 
a year over and above what they would pay if food 
were available at world market prices . This in turn 
releases strong inflationary forces, causing workers 
to fight for higher and higher wages to cover their 
weekly food bills . 

There is reason to believe that in the 1970's 
the CAP system will work to the detriment of manufacturing 
industries in the Common Market as food prices affect 
wage demands and thereby push up labor costs. 

The European Community thus is operating a farm­
supporte system at a phenomenally high 
cost which does not benefit in any significant way 
the small farmer it is supposed to help. Surely the 
minds of men can design a better set of policies than 
that! Surely it is within the realm of possibilit 
to find the means for assisting the incomes of small 
farmers without providing windfall gains for large 
farmers and without forcing consumers to pay more 
than they need for their daily fare . 

While the agricultural interests of the United 
States may be hurt, the agricultural interests of Australia , 
Canada, and most especially New Zealand, are hurt 
even more. All the small countries face spill-over 
effects from European agricultural protectionism. 

As for the poor countries of the Third World, 
looking for export benefits from the Green Revolution, 
they are being faced with a market situation based 
on competition among the Treasuries of the rich countries. 

We cannot maintain for long a world trading 
system with national farm support policies which are 
so crudely mercantilistic. It is not sensible, or 
politically viable, to continue to base production 
and exports on competition between Treasuries, or on 
competition to see which government can squeeze its 
consumers and wage earners most. Yet that is where 
we stand at the beginning of the 1970's. 

Britain 's shift last year to an import-levy system 
of agricultural protection, similar to that of the 
CAP system, was a cause of grave concern to me and 
to many of my Congressional colleagues. Here was the 
United Kingdom , a model to other countries with its 
deficiency payment system of income support for farmers, 
suddenly embracing a most wasteful and disruptive 
form of farm support. 

Those in the United States Congress, if not all 
of those in the Administration, who interest themselves 
in international economic affairs, have been disa pointed 
by the extent to which the United Kingdom and other 
applicants for Common Market membership have been 
so prepared to embrace the CAP system as it stands. 

Unless the CAP system is reformed, the enlargement 
of the European Community can be expected to have 
a further disillusioning effect on the United States 
attitude toward the new Europe. 
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I urge you to put your minds to work on devising 
new ways and means for assisting low-income farmers 
in Western Europe. If you assist them, perhaps by direct 
payments, and also reduce internal prices, as the 
Vedel Commission in France has recommended, you will 
in the end ease the cost of the CAP and thus benefit 
yourselves as well as low-cost agricultural suppliers 
elsewhere in the world. 

European and "outside" interest have much in common. 
I am not saying to you and your friends across the 
Channel: "Tear up the CAP. Start again." What I am 
saying is that you should rearranqe CAP measures and 
practices in order to curb its more costly and more 
distorting aspects. There is an opportunity, with 
the adjustments which must follow the Community's 
enlargement, for gradual changes to be made over 
the next few years in the CAP system, attuning it 
more to the objectives of an open world economy. 

If the enlarged Community could be induced to 
look in that direction, the United States also would 
have to look to its farm support policies, as would 
other industrialized countries like Japan, and agricultural 
exporters such as Australia and Canada. The task would 
be challenging. But setting agricultural policies 
in the right direction would serve all our interests. 

Look at the benefits. We would be working toward 
a world of economic peace and minimizing the threat 
of trade wars. We would be working toward a rationalization 
of world food production to provide a basis for feeding 
the world at reasonable costs and avoiding large pockets 
of starvation and deprivation. 

Instead of trade restriction, we must move toward 
increasing consumption, improving nutrition, develo ing 
new uses and increasing efficiency to reduce production 
costs. 

The European Community, as the world's largest 
trading entity, should see the need to do this. I am 
hopeful that the coincidence of your fundamental interests 
and those of others, including the United States, 
may make such an endeavor possible. 

The time has come to begin building a new multilateral 
economic system, one based on the old system, but 
going well beyond it. Perhaps the high-level OECD 
study group on world trade could provide that beginning. 
I hope so. 

I also am hopeful that the enlarged European 
Community will at last begin to confront the fundamental 
problems which beset the world economy . But it will 
require a major effort in Britain and in the other 
member countries of the enlarged Community to alter 
the course of recent policies. The Common Market 
is no weak and fragile competitor , and it will be less 
so once Britain and . the other a pp licants have joined. 

Regional trading blocs or economic s pheres of 
influence do not provide an answer to t he problems 
of the world economy. If only for political reasons, 
the ~ .. reaker developing countries cannot survive as client­
states under the economic dominance o f one o f t e 
world's major commercial powers. 

New trade negotiations are required. The international 
trading system has to be developed a stage further 
to provide rules for agricultural as well as industrial 
trade. Ways have to be found for cop ing with the 
non- tariff barriers to trade which in the United 
States have evoked the slogan that "foregin trade is 
not fair trade. " 
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What we need is a global strategy for the further 
liberalization of international trade on a programmed 
basis capable of securing the benefits while avoiding 
painful dislocations. 

The industrialized countries of the world have 
become too interdependent economically to turn back 
without great loss to themselves. Instead they must 
move forward, recognizing that the easy solutions lie 
behind us, and the hardest problems lie ahead. It is 
the tough issues such as agriculture that remain to 
be tackled. We all would benefit if agricultural 
policies could be set in new trade liberalizing directions. 
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IN NOVEMBER OF 1963 , I N A MESSAGE TO AN AGRICULTURAL 

TRADE SYMPOSIUM IN AMSTERDAM , I SAID, AND I QUOTE: 

&A HE REGARD A UNITED EUROPE AS A PARTNER 

TO JOI N WITH US AND OTH ERS IN REDUC I NG 

TRADE BARR I ERS; AS A PA TNER TO DEVELOP 

COORDINATED ECONOMIC POLICIES, A D AS 

A PARTNER CAP AB LE OF PLAYI NG AN EVE N GREATER 

ROLE IN OUR COMMON DEFENSE, WE LOOK 

FORWARD TO A FULL AND WORK! G ATLANT IC 

PARTNERSHIP, WE AWAIT THE DAY EAGERLY 

WHEN WE WILL STOP TALKING OF SIXES AND 

-u..,- u ... z;., •• --H 
SEVENS, BUT OF ONE I ,, .,._,.. 

J,'Q~~-:Ju;., f).~~q~. 

------------------------------------~\SJ8 
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U TH IS ONE WESTERN EuROPEAN CoMMUN ITY WILL NOT 

BE BU ILT OVERN IGHT, BUT WITH THE BEST OF WILL 

AND A GENEROSITY OF SPIR IT , IT WILL BE 

CONSTRUCT ED , AND, IT WILL BE CONSTRUCTIVE 

.. 
TO A STILL BETTER FUTURE. 

tJ; or. \.'I ... ,,.az;,.,. «-*' ~ Lt ~ JV./ft4 ~. 
I DO NOT FEEL IT J UD ICIOUS TO GET FURTHER 

INVOLVED IN THE GREAT DEBATE IN THIS COUNTRY ON 

THE QUESTI ON OF CoMMON MARKET MEMBERSH IP, I KNOW 

THERE ARE DEEP DI FFERENCES AMO G YOU , ~,._.,~.,.··~AtCt.-., 
~· .... , ,..J - ~ ......... \:t.., .. ,., .,.-JlA...-. 

\.JHAT 1 WOU LD LI KE TO DIS CUSS WI TH YOU TON IGHT , 

IS THE PATT ERN OF INTERNATI ONAL ECON01 IC POLIC IES 

WH ICH APPEARS TO BE Er~ERG I NG IN WESTERN EUROPE, -------
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THE EUROPEAN COMM UNITY HAS BEEN TAKING A SERIES 

OF STEPS WH ICH ADD UP TO A SHI FT FROM MULTILATERAL 

TRADE BASED ON THE MosT FAVORED NATIO N PRINCIPLE TO REGIONAL 

AND BILATE RAL SPECIAL ARRANGEMENTS AND THE FO RMATION 

OF A PREFERENTIAL TRADING BLOC, TH ESE ACTIVITIESJJA4&e ltJrl J 

ARE CONTRARY TO THE PRINCIPLES AG RE ED TO AT THE GENERAL 

AGREEMENT ON TARIFFS AND TRADE. 

MEMBER COUNTRIES 

HAVE BEEN SEEKING SOLUTIONS TO INTERNAL PR BLEMS WITHOUT 

TAKI NG FULL ACCOUNT OF THE LEGITI MATE ECO~OM IC INTE RES TS 

OF NON-MEMBERS, 

lSJO 
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~ J DO NOT QUESTION THE FACT TH AT MANY CO UNTRIES 

OUTSIDE THE COMMON MAR KET HAVE IN GE NERAL BENEF ITED 

FROM THE RES TO RATION OF PROSPERITY AMONG THE SIX . 

i( AMER ICA ' S EXPORTS TO THE EUROPEAN COMMUN ITY -- AND 

HER INCOME FROM INVESTME NTS THERE -- HAVE GROWN RAP IDLY 

OVER THE LAS T DECADE , 

L Bur THE ROLE oF THE EEC \'liTH RESPEcT r o woRLD 

PRODUCTION AND TRADE IN AGRICULTURAL COMMOD ITI ES HAS 

CREATED MULTI NATI ONAL D I FF ICULT!ES ~oJ..:: ARE SEEING 

A SYSTEM OF HIGH INTE RNA L RISING SUPPORT PRICE S WH ICH 

HAVE ST IMULATED PRODUCTI ON UNECONOMICALLY AND CU RTAILED 

DEMAND, 

\53\ 
------~------------------------------------------------------
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~ THESE PRICE LEVE LS ARE BUTTRESSED BY VARIABLE LEVIES 

AND OTHER DEVICES i THUS, POTE NTIAL EXPORTERS -· 

TH E EEC . MoREOVER , ANY INTERNAL SURPLU IS PLACED 

INTO EXPORT BY SUBS IDIZATI O , THE NONMEMBERS ARE LOSI NG 

MAR KETS BOTH WAYS , 

LAs FAR AS GRAINS ARE coNCE RNEI)' THE U. s. FARMER 

HAS LOST A SUBSTANT IAL PART OF THE POTENTIAL MARKET 

AND CONSE UEN TL Y HAS RE CEIVED LO •JE, MA KET PRICES e 

S AN ELECTED PUBLIC OFFIC IAL, REPRES ENTING A GREAT 

GRA IN PRODUCI G STATEj l JOI 

COMI NG FROM OFFICIAL AND NON-OFFICIAL SOURCES , 
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( 1 N CONTRAST( SOYBEAN AND S VB EAN MEAL RECE IVE :1 

AS A RE SULT OF THE DILLO Rou Dj DUTY FREE ACCES 

TO THE (OMMUNITY~XPORTS OF THE E ITE ARE AT RECORD 

LEVELS AND ARE FUEL! G THE EXPAND ! 'G DEMAND FOR HIGH 

PROTEIN MEALS~NY RESTRICTIVE ACTIO IS ON THESE 

ITEMS WOU LD RESU LT IN AN IMM EDIATE RESPONSE BY THE 

u I s I GOVERNMENT .. 

~ PROLIFERATION OF PREFERE TIAL TRADE AGREEMENTS 

THREATENS THE CONTINUED EXISTENCE OF THE ATT SYSTEM .• 

~IT THREATENS THE OBJECTIVE OF A WORLD ECONOMIC 

ORDER THAT IS NON- DISC RIMI NATORY. 

ls-33 
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OUR CoNGRESS, YOUR PARLIAMENT, THE LEGISLATU RES 

OF OTHER COUNTRIES IN WESTERN EUROPE A1D ELSEWHERE, 

ALL NEED INTERNATIO NA L RULES TO HELP US MA INTAI N 

BALANCED AND OUTWARD-LOOKING POLICIES~TERNATIONAL ~ft.~ 

PRINCIPLES ARE OUR BEST DEFENSE AGAI ST INTERNAL ft~~~·· , 

AMER ICANS ARE BE COMING INC REAS INGLY WORRIED ABOUT 

' 

THE FUTURE OF INTERNATIONAL AGRICULTURAL TRADE .~HEY 

ARE ESPECIALLY WORR IED, OF COURS E, ABOUT THE FUTURE 

FOR AMER ICAN EXPORTS OF FARM PRODU CTS • 

~ OUR AGRICULTURE IS BECOMI G HI HLY EFFICIE NT 

BY WOR LD STANDARDS Jl. ONE OUT OF EVERY FOUR AMER ICAN 

FARM ACRES GOES INTO EXPORTS4~UR FA RM SUPPORT P~AMS 

ARE BE ING INCREASI NG LY GEARED TO THE WORLD MARKE T. 

1531 
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~YET WE ARE COMI NG UP AGA I NS T FARM SUPPO RT PROGRAMS 

IN OTHE R COUNTRI ES WH ICH BLOCK OU R EXPORTS OR WH IC H 

ARTIFICI ALLY STIMULATE SU~PLUS PRODUCTIO~WH IC H THEN 

HAS TO BE OFF-LOADED ON THE WOR LD MARKET AT SUBSI DIZED 

~R IC!S ·~ THE RESU LTANT DISTORTION OF WORLD TRADE IN 

AGR ICULT URAL PRODUCTS IS BECOM ING COSTLY FO ALL CONCERNED .• 

-:Jt;, -
FARMERS MAY BE SMALL IN NUMBE 5f BUT IN AMER ICA --

AS IN OTHER COUNTRIES -- TH EY ARE POLITICALLY I MPORTANT ~ --· 
AND SO THE Y SHOU LD BE • 

~FOR MANY YEAR S WE HAVE BEEN HEARING ABOUT THE 

POL ITI CAL POWER OF CAS H GRAIN P ODUCERS IN SOME PARTS 

OF THE EEC .~ 

------------------------------~-~~~ 



-9-

l AM NOT UNMINDFUL OF THE POLITICAL BALA CE OF POWER OF 

U, S, GRAIN PRODUCERS IN MANY OF OUR STATES .• 

~~:!CAN FARMERS HAVE ON THE WHOLE BEEN MO E 

OUTWARD-LOOKI NG OVER THE LAST DECADE OR SO, THEY 

HAVE COME TO SEE THE WORLD AS TH EIR MARKETPLACE ~ TH EY 

HAVE FAVORED THE LI BERALIZATIO N OF I NTE RNATI ONAL TRADE 

AND HAVE HELPED, AGAIN AND AGAIN, TO BEAT BACK THE 

FO RCES OF ECONOMIC ISOLATIONISM I THE UN ITED STATES, 0 

~FARM INTERESTS ARE CRUCI AL TO THE AMER ICAN 

ON INTERNATIONAL ECO NOM IC POLICY~MERICAN FARM INTERESTS 

ARE , THEREFOR E, BO UND UP WITH THE EC ONOM IC INTEREST 

OF WES TE RN EUROPE WH ICH RES TS ON THE ACHIEVEMENT OF 

AN OPEN WOR LD ECONOMY, 
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~NEARLY ALL GOVERNMENTS PROV I DE A SI STANCE TO FARMERS 

ONE WAY OR ANOTHER AND TO GREATLY VARY I NG DEGREEs ,at.."'c,AW ..... d 
~ ~ 

IT IS THE METHOD OF MEANS , THOUGH , THAT THIS ASS ISTAN CE -
IS PROVI DED WH ICH IS SO IMPORTANT TO WOR LD PROD UCTI ON -
AND TRADE I 

-. 

AT A VERY EAR LY STAGE IN ITS LI FE THE EUROPEAN 

COMMUN ITY DEVE LOPED THE CoMMON AGR ICU LT URAL PO LI CY , 

INITI ALLY THE CAP WAS SAID TO BE AN I NSTRUMENT FOR 

STAB ILI ZING MARKET COND ITI ONS INSIDE THE COMMON MARKET 

AND AVOID! G THE BAD EFFE CTS OF SPORAD IC DUMP I NG 

BY OUTSI DE SUPPLI ERS ... 8.~'Ca.J..r:.·'*1'·~''-
~e • .,4b.M.--,., ~ ~l.~ •• -.1"'" 

------------------------------------------------------------------------ 1537 



-11-

IN PRACTICE, HOWEVER, THE CAP HAS BECOME A MAJOR 

DISRUPTIVE FORCE IN WORLD AGR ICULTURAL MARKETS~ ITS 

WORK I NGS HAVE GONE FAR BEYOND THE ORIG I NAL OBJ ECTIVES • 

THE IMPORT LEVY SYS TEM THAT THE COMMON MARKET HAS CONSTRUCTED 

IS MUCH WORSE THAN IMPORT QUOTAS BECAUSE THEY MAKE 

IMPORTS A MATT ER OF RES IDUAL SUPPLY, 

~ THE PR ICE OF IMPORTS IS KEPT ABOVE THE INTERNAL - --
PR ICE' lT, >,jj??Z ·c.~:: a ... ,IIOlt::c '""~"'~f\DC" f r- ~r·u::: I Aorl!!l ~c 11"""'1!!11111 "!! TH P ' T HE F!!RORFAN 

GpMM!!DI!IY, JMPQRTS &UTOMAJTG AI I y spf 55 9 g m : ~S A 

CQNSER!JfD!GL TI'SPF 5 0tl 1K D'O I DNG TERM PLANN ING LN 

1538 
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~THE COMMUNITY'S FARM SUPPORT POLICIES STIMULATE 

PRODUCTION BY ARTIFICIAL MEA S. THE COMMON ~ ARKET 

• 
NOW IS NEARLY SELF-SUFFICIENT IN ALL TEMPERATE-ZONE 

FOODSTUFFS, 

~THIS HAS BEEN ACHIEVED BY SETTING INTERNAL SUPPORT 

PRICES AT ROUGHLY DOUBLE WORLD MARKET LEVELS I N THE 

KEY COMMODITIES~!T IS HARDLY SURPRISI IG THAT SURPLUSES 

ARE GENERATED • ~..d.+-(., M~fw"-',....•i ~" 
~-lJ, _., (J.fJ 

THE COMMUNITY RELEASES ITS SURPLUSES ON TO WORLD 

MARKETS WITH THE HELP OF HEAVY SUBS IDIES, 

rs3, 
--~--------------------------------------------------------~ 
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L...THE SUBSIDY PAYME NTS OFTEN ARE LARGER THAN THE MARKET 

VALUE OF THE PRODU CTS AND THEY ARE FI NANCED BY THE LEVI ES -
ON THOSE IMPORTS THAT ARE ABLE TO ENTER THE COMMON 

-ft ..... ~ ......... ,... 
~1ARKETI'~-T~ A BAD SYSTEM, AND IT IS COS TLY ._ 

~ AM NOT ATTACKI NG THE IDEA OF GOVERNMENT AIDS 

TO FARME RS, 

<'BUT FARM POLICI ES DO NOT HAVE TO BE ~PROTECTI ON IST f 

Rt& &I 1!61 l!ii/li II ;?tiii/:111 Ti:Z I!i!Eil&$43 51 Sill 

~ IT SHOULD NOT BE NECESSARY TO MAKE THE EFFICIE NT 

FARMERS OF ONE COU NTRY PAY FOR THE FA RM PROG RAM OF 

~--------------------------------------- ~~~0 



ONE REASON WHY THE CAP IS SO DISRUPTIVE IS THAT 

ITS PRICE LEVELS ARE SO FAR ABOVE WOR LD MARKET LEVE LSA 

f.,Gd; ANO THER REASON IS TH AT PRICE RELATI ONSH IPS WI THI N 

TH E CAP SYSTEM ARE SET IN SUCH A WAY AS TO F VOR THE 

USE OF EXPENSIVE HOME PRODUCTS I N PLACE OF LOWER PRICED 

I MPORTS t SoFT WHEAT 1 FO R EXAMPLE, GROWN I N THE COMMON 

MARKET, IS INCREAS I NG LY USED TO SUBSTITUTE FOR IMPORTED 

CORN IN FEEDING ANIMALS , 

SURPLUSES ARE LOW AT THE PRESENT TI ME . BUT MOST 

EXPERTS BE LIEVE TH EY WILL BE WITH US AGAIN BEFORE 

LONG, THIS WILL BE ESPECIALLY TRUE IN WESTERN EUROPE . 

WI I ERE H8f'L:8 f1:P:RIHiT PR I 9ES P:RE EHPE8TE:8 Te LE ~EL 

OFF QPn JS @ L8':tlidiil, 
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THE SURPLUSES ~·-·??IIIEi. WILL BE COSTLY TO EITHER STORE 

OR EXPORT, 

~ RE CE NT STUDIES IN THE COMMUN ITY HAVE CONFI RMED 

WHAT ANYONE EXPERIENCED IN AGRICULTURE ALREADY KNOWS f 

LOW-I NCOME FARMERS, BE I NG SMALL OP ERATO RS, GET HIGH 

PRICES ON THEIR SMA LL OUTPUT, BUT ONLY BENEFIT MARGINALLY -
FROM THE CoMMON MARKET's PR 1 cE-SUPPORT POLl CY;-

L ON THE OTHER HA Dl LARGE FARMERS I THE COMMUNITY' 

ALREADY OPERATING AT HIGH-INCOME LEVELS, ARE ABLE 

TO REAP WI ND FALL PRO FITS FROM TH E HIGH PRICES OBTAINED 

ON THEIR LA RGE OUTPUTS, 
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I AM TOLD, MORE OVER , THAT MANY OF THE LARGE FARMS I N 

THE COMMUNITY ARE OWNED BY "WEEKEND" FARMERS HAV ING OTHER 

SOURCES OF INCOME . TH IS HAPPENS IN THE U.S. IN ALL TOO 

MANY INS TANCES . 

EsTI MATES BY THE UN ITED STATE DEPARTMEN T OF 

AGR ICULTURE PUT THE COST OF THE NATI ONAL FARM SUPPORT 

PROG RAMS OF THE PRESENT MEMBER COUNTRIES OF THE EUROPEAN 

COMMUNITY AT ABO UT $5 BILLI ON A YEAR;~TH I S MUST BE ADDED 

TO THE ROUG HLY $3 BILLI ON THAT IS SPENT EACH YEAR 

UNDER THE CAP PROGRAM JOINTLY MANAGED FROM BRUSSE LS. 
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BUT THESE ARE NOT THE ON LY COSTS. THE HIG H PRIC ES 

MA INTAI NED BY THE CAP PROGRAM PROBAB LY COST CONSUMERS 

IN THE COMMON MARKET ANOTHER $6 BILLION TO $7 BILLI ON 

A YEAR OVER AND ABOVE WHAT THEY WO ULD PAY I F FOOD 

WERE AVA ILABLE AT WORLD MARKET P R I CES 1~HIS IN TURN 

RELEASES STRONG INFLATIONARY FORCES, CAUSING WORKERS 

TO FIGHT FO R HIGHER AND HIGHE R WAGES TO COVER THE IR 

WEEK LY FOOD BILLS, 

" THE RE IS REASON TO BELl EVE THAT I N THE 19 70' S 

~ ...... ~fell-
THE CAP SYSTEM/\WILL WOR K TO THE DETRI ENT OF MANU FACTURI NG 

IND USTRIES IN THE COMMON MARKET AS FOOD P ICES AFFECT 

WAGE DEMANDS AND THEREBY PUSH UP LABOR COSTS, 

tS'f'i 
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THE EUROPEAN COMMUNITY THUS IS OPERATI NG A FARM-

SUPPORTE SYSTEM AT A ---·- HIGH 

COST WH ICH DOES NOT BENEF IT IN ANY SIGNIFICANT WAY 

THE SMALL FARMER IT IS SUPPOSED TO HELP t SURELY THE 

1INDS OF ME CAN DESIGN A BETTER SET OF POLICIES TH N 

THAT! SURELY IT IS WITHI N THE REALM OF POSSIBILITY 

TO FIND THE MEANS FOR ASSISTI NG THE I 'COME OF SMALL 

FARMERS WITHOUT PROVI DING WINDFALL GAI NS FOR LARGE -
FARMERS AND WITHOUT FO RCI NG CONSUMERS TO PAY MORE 

THAN THEY NEED FOR THE I R 

\5'1S' 
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WH ILE THE AGR ICULTURA L INTERESTS OF THE UN ITED 

STATES MAY BE HURT, THE AGRICULTURAL INTERESTS OF AUS TRA LI A, 

CANADA, AND MOS T ESPECIALLY NEW ZEALAND, ARE HURT 

EVEN MORE , ALL TH E SMALL CO UN TRIES FACE SPILL-OVER 

EFFECTS FROM EUROPEAN AGRICULTURAL PROTECTI ONIStlf 

~S FOR THE POOR COUNTRI ES OF THE THIRD WoR LDI 

LOOKI NG FOR EXPORT BENE FITS FROM THE GREEN REVOLUTIO~ 

THE Y ARE BE ING FACED WITH A MARKET SITUAT ION BASED 

ON CO MPETITI ON AMONG TH E TREASUR IES OF THE RICH CO UNTR I E~ 



-20-

WE CANNOT MA INTAI N FOR LO NG A WOR LD TRAD I NG 

SYSTEM WITH NATIONAL FA RM SUPPORT POLICIES WH ICH ARE 

SO CRUDELY MER CANTILISTIC l lT IS NOT SENSIBLE, OR .. ,. 

POLITICALLY VI AB LE~ TO CONTI NUE TO BASE PRODUCTI ON 

AND EXPORTS ON COMPETITI ON BETWEEN TREASURIES~ OR ON 

COMPETITION TO SEE WH ICH GOVERNMENT CAN S UEEZE ITS 

CONSUMERS AND WA~E EARNERS MQST.· YET THAT IS WHERE 

WE STAND AT THE BEG INN I NG OF THE 1970's , 

BR ITAI N'S SHIFT LAST YEAR TO AN It~PO RT-LEVY SYSTEM 

OF AGRICULTURAL PROTECTI ON, SI MILAR TO THAT OF THE 

c.r-eAz .(.6 
CAP SYSTEM, WAS A CAUSE OF td F£te CONCERN TO ME AND 

TO MANY OF MY CONGRESSIONAL COLLE AG UES . 

-------------------------------t&"f7 
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HERE WAS THE UN ITED KINGDOM, A MODEL TO OTHER COUNTRIES 

WITH ITS DEF ICIE NCY PAYMENT SYSTEM OF INCOME SUPPO RT FOR 

FARMERS, SUDDEN LY EMBRACI NG A MOST WASTEFUL AND DISRUPTIVE 

FORM OF FA RM SUPPORT. 

~ THOSE I THE UN ITED STATES Co IGRESSJ IF NOT ALL 

OF THOSE IN THE ADM INISTRATI ON) WHO I NTEREST THEMSELVES 

IN INTERNATI ONAL ECONOM IC AFFA I RS, HAVE BEEN DISAPPO INTED 

BY THE EXTENT TO WH ICH THE UN IT ED KI NGDOM AND OTHER 

APP LICANTS FOR COMMON MARKE T MEMBERSHIP HAVE BEEN 

SO PREPARED TO EMBRACE THE CAP SYSTEM AS IT STANDS, 

---------------------------------'5~8 
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~ UNLESS THE CAP SYSTEM IS REFORME~ THE ENLARGEMENT 

OF THE EUROPEAN COMMUNITY CAN BE EXPECTED TO HAVE 

A FURTHER DISILLUSIONING EFFECT ON THE UNITED STATES 

ATTITUDE TOWARD THE NEW EUROPE • 

~ J URGE YOU TO PUT YOUR MINDS TO WORK ON DEVISING 

NEW WA YS AND MEANS FOR ASSISTING LOW-I 'COME FARMERS ..... 
IN WES TE RN EUROPE IF YOU ASSIST THEM ' PERHAPS BY DIRECT 

PAYMENT,, AND ALSO REDUCE INTE RNAL PRICES/ AS THE 

VEDEL COMMISSIO ---...,. 
IN FRANCE HAS RECOMMENDE~ YOU WILL 

IN THE END EASE THE COST OF THE CAP AND THUS BENEFIT 

YOURSELVES AS WELL AS LOW-COST AGRICULTURAL SUPPLIERS 

ELSEWHERE I N THE WORLD.f 

IS"Lf1 



-23-

L EUROPEAN AND " OUTS IDE" I NTE RESJil H VE MUCH I N COMMON ' 

• 
I AM NOT SAYING TO YOU AND YOUR FRIE NDS ACROSS THE 

CHANNEL: "TEAR UP THE CAP. START AGAIN." WHAT I AM 

SAYING IS THAT YOU SHOULD REARRANGE CAP MEASURES AND ..... 
PRACTICES IN ORDER TO CURB ITS MORE COSTLY AND MORE 

__.. 
DISTORTING ASPECTslrHERE IS AN OPPORTUNITI' WITH 

THE ADJUSTMENTS WHICH MUST FOLLOW THE COMMUNITY'S 

ENLARGEMENT' FOR GRADUAL CHANGES TO BE MADE OVER 

THE NEXT FEW YEARS IN THE CAP SYSTEM~ ATTUN ING IT 

MORE TO THE OBJECTIVES OF AN OP EN WORLD ECO NgMY._ 
0 
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~THE ENLARGED COMMUN ITY COULD BE I NDUCED TO 

LOOK I N THAT DI RE CTION J THE UN IT ED STATES ALSO WOULD 

HAVE TO LOOK TO ITS FARM SUPPORT POLICIES, AS WOU LD 

OTH ER IND USTRIALIZED COUNTRI ES LI KE JAPAN, AND AGRICULTURAL 

EXPORTERS SUCH AS AUST RALIA AND CANADA.~ TASK WO ULD 

BE CHALLENG I NG , BUT SETTI NG AGRICULTURAL POLICI ES --
IN THE RIGHT DI RE CTION WOU LD SERVE ALL OU R INTERESTS, 

L LooK AT THE B,;:: ITs l VIE ouLD BE woRK I NG TOIMRD 

A WOR LD OF ECONOM IC PEACE AND MINIMIZI NG THE THREAT 

OF TRADE WARS~E WO ULD BE WOR KI NG TOWARD A RATI ONALIZAT I ON 

OF WOR LD FOOD PROD UCTION TO PROV I DE A BAS IS FOR FEED ING 
> 

THE WOR LD AT REASONAB LE COSTS AND AVO IDING LAR GE POCKETS 

OF STARVATION AND DEPR IVATI ON . - -
~~· 



-25-

~I NSTEAD OF TRADE RESTRICTI ON) WE MUST MOVE TOWARD 

INCREAS I NG CO NSUMPTION' IMPROV ING NUTRITIONt DE ELOPJ NG 

NEW USES AND INCREAS ING EFFICI EN CY TO REDUCE PROD UCTIO N 
• 1 

COSTS •I' 

L THE EUROPEAN COMMUNITY) AS THE WORLD'S LARGEST 

TRAD ING ENTI TV' SHOULD SE E TH E NEED TO DO TH IS~ l AM 

HOPEFUL THAT TH E COINCI DENCE OF YOUR FU NDAM ENTAL INTE RES TS 
1 

AND THOSE OF OTHERS ) INCLUDI G TH E UNITED STATES, 
Ui 

MAY MAKE SUCH AN ENDEAVOR POSS IBLE .• 

asS)... 
--------------------------------------------------------------~ 
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TIME HAS Cor~E TO BEGIN BUILD! JG A NEW MULTILATERAL 

ECONOMIC SYSTEM~ ONE BASED ON TH E OLD SYSTEM, BUT 

GOING WE LL BE YO ND 1;:. PERHAPS THE HIGH-LEVEL OECD 
... -

STUDY GROUP ON WORLD TRADE COULD PROV IDE THAT BEGINNING, 

I HOPE so.\ 

~~ ALSO AM HOPEFUL THAT THE ENLARGED EUROPEAN 

COMMUNITY WILL AT LAST BEGIN TO CO NFRONT THE FU NDAME TAL 

PROBLEMS WH ICH BESET THE WORLD ECON0~1:;lBU) IT WILL 

REQUIRE A MAJOR EFFORT IN BR ITAI N AND IN THE OTHER 

MEMBER COUNTRIES OF THE ENLARGED COMMUN ITY TO ALTER 

THE COURSE OF RECENT POLICIES .• 

&5"5'3 
-------------------------------------------==============----
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LTHE COMMON MARKET IS NO WEAK AND FRAG ILE COMPETITOR, AND 

'" 
IT WILL BE LESS SO ONCE BR ITAI N AND THE OTHER APPLICANTS 

HAVE JOINED., 

~REG IONAL TRADI NG BLOCS OR ECONOMIC SPHERES OF 

INFLUE NCE DO NOT PROVIDE AN ANSWER TO THE PROBLEMS 

0 F THE WOR LD ECONOMV.,~ F ONLY FOR POL;::- I CAL REASON ::J 

THE WEAKER DEVELOPING COUNTRI ES CA NNOT SURVIVE AS CLIENT-

STATES UNDER THE ECONOMIC DOMINANCE OF ONE OF THE -
WORLD'S MAJOR COMMERCIAL PO /ERS. 
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~NEW TRADE NEGOTIATIONS ARE RE UIRED~THE I NTERNATIONAL 

TRADING SYSTEM HAS TO BE DEVELOPED A STAG E FURTHER 

TO PROVIDE RULES FOR AGRICULTURAL AS WELL AS INDUSTRIAL 

~JlWAYS HAVE TO BE FOUND FOR COPING WITH THE 

NON-TARIFF BARRIERS TO TRADE WHICH IN THE UNITED 

STATES HAVE EVOKED THE SLOGAN THAT 11 FO REG IN TRADE IS 

NOT FAIR TRADE. 11 

~ WHAT WE NEED IS A GLOBAL STRATEGY FOR THE FURTHER 

LIBERALIZATION OF INTERNATIO NAL TRADE ON A PROGRAMMED 

BASIS CAPABLE OF SECURING THE BENEFITS WHILE AVOIDING 

PAI NFUL DISLOCATIONS, 
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I NDUSTRIALIZ ED COUNTRIES OF THE WORLD HAVE 

BECOME TOO INTERDEP ENDENT ECONOMICALLY TO TURN BACK 

WITHOUT GREAT LOSS TO THEMSELVES~! NSTEAD THEY MUST 

MOVE FORWARD , RECOGNIZING THAT THE EASY SOLUTIONS LI E 

BEH I ND US, AND THE HARDEST PROB LEMS LI E AHEAD. IT IS 

THE TOU GH ISSUES SUCH AS AGRICULTU RE THAT REMAI N TO 

BE TACKLED, WE ALL WO ULD BENEFI T IF AGR IC ULTURAL 

POLICI ES COULD BE SET IN NEW TRADE LI BERALIZING DI RECTIONS, 

# # # # # 

\SS(. 
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