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THE EEC, THE EFT A, THE USA, AND THE CCFA

Does that title sound like so much "gobbledygook," something 

of no possible interest to a group of cattlemen assembled in the moun

tains of Colorado? I'm sure it does but let's see.

The CCFA you recognize, of course, as the Colorado Cattle 

Feeders Association; likewise, the USA, officially the United States 

of America, sometimes referred to as "Uncle Sam" but more accurately 

defined as us, though we frequently seem to forget it. Now let's look 

at the other two. The EEC is the European Economic Community, or Common 

Market, an economic and potential political union of European countries, 

including Belgium, France, West Germany, Italy, Luxembourg, and the 

Netherlands, sometimes referred to as the Inner Six. The EFTA is the 

European Free Trade Area, including Austria, Denmark, England, Portugal, 

Norway, Sweden and Switzerland, a defensive trade alliance known as the 

Outer Seven.

If you still wonder what this is about, you are not alone. Some 

weeks ago a group of bankers from a neighboring western state visited us 

at the Federal Reserve Board. In the course of our conversation it devel 

oped that they had spent the morning at the Department of Agriculture dis 

cussing the proposed Farm Program. When I asked if they had given any 

consideration to the proposed trade bill and the potential effect of the
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Common Market developments, I was reminded that they were from an interior 

farm state with little concern about foreign trade. It was this experi

ence that led me to suggest this subject to your secretary when he invited 

me to address you on this occasion because I personally believe that, with 

the shrinkage of the barriers of time and distance, the economies of all 

four groups and the future developments in each inevitably have a bearing 

on economic developments of the others.

It is not my purpose to go into a detailed discussion of the 

European economy but rather to touch on some highlights and then relate 

them to the problems of our own domestic economy and, more especially, 

to those of the midwestern farmer and cattleman.

Throughout the period of our country's greatest development, 

one of the major factors operating in our favor has been our tremendous 

free trade area extending from coast to coast and from Canada to the Gulf. 

Europe, on the other hand, has been handicapped through the years by its 

fragmentation into numerous small countries, some of them smaller than 

many of our states and each with its national boundaries, trade barriers 

and traditions restricting movement of people and the most effective 

utilization of resources. A United States of Europe had been discussed 

for years without avail but American encouragement and American financial 

aid have helped bring it toward realization in the postwar period. Agen

cies of European cooperation, first established to implement Marshall aid, 

established important precedents on the economic front. To these were 

added the strongest political motives for a new Europe that would lift 

men's aspirations above parochial nationalism, reduce the risk of inter

necine conflicts in the future, give the Federal Republic of Germany a
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home in the West, and restore Europe, which had been ravaged by two World 

Wars within our lifetime, to a position of prestige in the family of 

nations.

The first constitutional steps in the direction of a United Europe 

took a sectoral or commodity approach. In 1951, France, Germany, Italy 

and the Benelux countries signed the Treaty establishing the European Coal 

and Steel Community as a supemational authority that would consolidate 

this heavy industry complex and at the same time reduce the danger of any 

new war between France and Germany. Almost immediately thereafter the 

Netherlands and France advanced ideas for agricultural unification in a 

wider European market. Here, too, there was a mixture of economic and 

political motives. Diverse and mutually inconsistent national farm pro

grams were burdensome to national Treasuries and shrieked for reform.

New technologies available in the postwar period could provide the basis 

for transforming agriculture and reducing the dollar drain for food im

ports, even tfiile lowering consumer prices and, it was hoped, without 

necessarily damaging the favored treatment enjoyed by European farmers.

The national interests to be reconciled were extremely complex. 

Western Germany, which is a heavy food importer, has been relatively pro

tectionist in agriculture but relatively liberal in commercial policy 

affecting industrial products; the reverse has been true of France, which 

is agriculturally more self-sufficient and is on an export basis for some 

farm products; and the Netherlands, long an exporter of dairy and other 

livestock products, characteristically favors low trade barriers. These 

contrasting positions on agricultural and on industrial products inhibited 

the implementation of a "green pool'1 in the early days but provided one
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incentive for the creation of a more far-reaching common market in which 

concessions on agricultural commodities could proceed along with bargain

ing on industrial ones, and in which a more rapid rate of growth could 

help absorb some of the surplus labor that would necessarily be displaced 

in the course of widespread agricultural modernization. France's posi

tion as a potential source of intra-European shipments leads it to press 

for trade liberalization on farm products within Europe but at relatively 

high prices that would assure her, rather than free-market exporters, a 

strong place in the trade.

After some setbacks, efforts toward a broader economic union 

culminated in the establishment of the European Economic Community or 

Common Market on January 1, 1958 under the terms of the Treaty of Rome.

The Treaty agreement contemplates the amalgamation, after a transition 

period of twelve years or less, of the several participating countries 

into a single economic unit with freedom of trade and movement of capital 

and labor internally and a common tariff on external trade. The ultimate 

goal contemplates also some form of political union and some of the insti

tutions already established seem to be pointed toward that goal, as for 

example the Council of Ministers and the Parliamentary Assembly, which 

represent the member states, and the Commission, which is the executive 

organ of the Community .

In the early stages of the Common Market development, the polit

ical implications had led England and such neutral countries as Austria, 

Sweden, and Switzerland to abstain from membership and together with Den

mark, Norway, and Portugal to establish the defensive trade alliance known 

as the European Free Trade Area. Subsequent developments, including the
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faster than anticipated speed with which the Common Market has been moving 

toward its objectives, have led to a reconsideration of their position 

by some of the EFTA countries as well as others. Greece has concluded 

an agreement for full economic integration but with provision for a longer 

transitional period. England, Ireland, Denmark, and Norway have applied 

for membership in the Common Market group, and Austria, Spain, Sweden, 

Switzerland, and Turkey are seeking some kind of accommodation within 

the limits of their neutrality or other commitments.

The Common Market has already demonstrated its strength and 

vitality. It has a population of 170 million. If England joins, this 

will jump to 223 million, or 22 per cent larger than the population of 

the United States. It is a vast and growing market in which intra-area 

imports rose from $7 billion in 1958 to $12 billion in 1961, an increase 

of approximately 70 per cent, and accounted for more than two-thirds of 

the total increase in area imports.

The importance of T-Jestem Europe as an export market for American 

agricultural products is reflected in the trade statistics. The countries 

comprising the European Economic Hommunity and the European Free Trade 

Area, the so-called Inner Six and hitherto Outer Seven, took some $1.8 bil

lion out of a total of approximately $5 billion of United States farm 

exports in fiscal year 1961. If one excludes the shipments specially 

financed by P. L. U80 and other aid pregrams, and concentrates on strictly 

commercial exports, the European share exceeds one-half of the total.

About three-fourths consists of five commodity groups —  feed grains, 

wheat (including flour), and oilseeds (mainly soybeans), in which you 

have a direct interest together with cotton and tobacco. Imported feed
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grains and oilseeds are important inputs for the livestock economy of 

the Netherlands; France took considerable cotton but little of anything 

else; West Germany's substantial imports were widely distributed, with 

poultry meat rising in particularly dramatic fashion; while the United 

Kingdom was a particularly important outlet for tobacco and animal fats.

The Inner Six or Common Market countries are roughly self- 

sufficient in meat, butter, eggs, cheese, potatoes, sugar, and vegetables.

Ihey import one-tenth of their fruit, one-eighth of their wheat, half 

their oils and fats (excluding butter) and rely on imported feeds for a 

substantial portion of their livestock production. Total agricultural 

output in Western Europe has increased about one-third in a decade, and 

is moving ahead more rapidly than consumption. The internal markets for 

eggs, butter, sugar, fruits, and tropical products have grown rapidly, 

and for meats (especially beef and poultry) even more so; but per capita 

consumption of milk has leveled off and wheat and potatoes have trended 

downward. The commodity specifics are reflected in relative degrees of 

agricultural protectionism. Heretofore, the severest restrictions have 

involved wheat, dairy products, and sugar while livestock products, coarse 

grains, and oilseeds have been handled on a more liberal basis.

Commercial adjustments required for industrial products within 

the Common Market are simplicity itself as contrasted with the emerging 

agricultural provisions. For industrial product adjustments, the liberal

izing Common Market feature is accomplished by the elimination, in agreed 

stages, of tariffs on intra-community trade; the more restrictive feature 

is the establishment of a common external tariff» generally at the arithmetic 

average of existing rates on an article in the four customs areas represented,
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a level which is approached by gradual steps, either up or down, also in 

agreed stages. In contrast, the external tariff on agricultural commod

ities is to be fixed by negotiation rather than by averaging. Some ex

ternal tariffs, including that on cotton, will in fact be entirely elim

inated, but for most products of temperate agriculture the common external 

tariff is not the major consideration..

The creation of a Common Agricultural Policy has been particularly 

difficult, jeopardizing the entire future of the Common Market as recently 

as January 1962 and still presenting the principal barrier to English par

ticipation. "Harmonization" of national farm policies of the member states 

will involve a complex structure of price differentials, which may be illus

trated by -the regulations now promulgated for grain „ EEC-wide ceilings and 

floors have been established, essentially to prevent any further widening 

in the existing range of national pricesj target grain prices are determined 

by national governments between the floor and ceiling; and the national tar

gets will be gradually brought together into a Community- wide target price 

by the end of 1969. Actual support purchases will be made at so-called 

"intervention prices," 5>~10 per cent below the target prices, Variable 

levies are to be imposed on intra* Community trade, based on the difference 

between national target prices and the corresponding market price in the 

country of origin. These levies will gradually be reduced to zero, Var

iable levies on third countries, corresponding in some degree to the common 

external tariff, will be based on the difference between the lowest price 

in world markets and the national target price; these levies will gradually 

become uniform as target prices are equalized. But other levies are also
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provided for, including one on third countries to assure preferential 

treatment for exporters within the Community, The regulations for poultry 

and pork are framed along somewhat different though analogous lines, in

corporating two further elements! (1) a specific tie-in to feed-grain 

prices, and (2) Mlock-gate prices," calculated from world-market prices 

of feed grains and typical conversion factors, that will be established 

to bar "abnormal" market disturbances. There are also provisions for 

export subsidies, especially to non-EEC countries. These mechanisms, 

while complex, are less obscure than are the precise levels of agricul

tural protectionism that will ultimately prevail for major commodities.

Prospects for continued export of various livestock by-products 

to the EEC remain good, in part by virtue of commercial bargaining already 

completed. At recent tariff negotiations in Geneva, FFC agreed to bind 

its common external tariff for new hides and skins at zero, for inedible 

tallow at 2 per cent ad valorem, and for variety meats at 20 per cent.

The Common Market further agreed that variable import fees would not apply 

for these products and that no other restrictive devices would be employed 

after the external tariffs become completely adjusted in 19?0. Should 

EEC attempt to tighten trade controls, renegotiations with GATT would 

become necessary and, under its previsions, compensatory trade concessions 

would be due the injured countries,

Obviouslv, a strong and unified Western Furope is of tremendous 

interest to this country as an ally in defense of the free world and as 

an effective partner in aiding in the development of the undeveloped 

countries of the world, It is also important that it not become a closed 

market to the rest of the free worlc The Trade Expansion bill, recommended
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by the Administration and now under consideration by the Congress, em

phasizes widening the area of trade liberalization through the reduction 

of external tariffs and other trade restrictions and specifically con

templates use of the authority sought to obtain tariff concessions for 

our agricultural exports in the Common Market.

Representing as it does an institutional reordering of major 

industrial nations, the Common Market has widespread effects outside 

its own territory. Nowhere is this better illustrated than in the pro

tracted negotiations for admission of the United Kingdom, For example, 

what is to be the relationship with other Commonwealth nations and de

pendent overseas territories? On what terms are the tropical products 

of India and Pakistan or the industrial raw materials of temperate regions 

to be admitted? Depending on how they fare on the crucial issue of tem

perate agricultural products, Australia and New Zealand may be forced 

to seek new outlets in the Pacific and closer relations with Japan,

Latin American countries may find themselves at a disadvantage compared 

with African producers of competitive products who have association with 

the Common Market by reason of their former relations with some of the 

member states. And Mr. Khrushchev, who has already begun to exploit 

irrational fears of the less developed countries that European unifica

tion will be to their detriment, can hardly be expected to take a passive 

approach to the emergence of a more united and thus powerful Western 

Europe.

Growth either at home or in Kurope involves domestic changes 

and the reallocation of resources» While the proposed trade bill is es

sential to provide the necessary bargaining power to protect and improve
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the market for United States farm products abroad, it by no means assures 

an easy solution. The agricultural problem in Europe is as difficult as 

our own and if we are to be successful in our negotiations we shall have 

to be as reasonable in our actions as we expect others to be. For example, 

we can hardly, in good conscience or with reasonable cause, persuade 

Europe to reduce differentials between its internal grain prices and 

those prevailing abroad if we at the same time are maintaining or widen

ing the corresponding differentials on American grains. Technological 

developments have their impact on agricultural markets as when the substi

tution of synthetic detergents for soaps reduces the market for tallow.

On the other hand, the development of synthetic fibers has been further 

stimulated by our unrealistic price supports for cotton, and in this in

stance United States policy rather than Furopean may be considered to be 

endangering future market outlets»

Now let us look for a moment at our farm problem as it relates 

to our own economy. First, I think it is important to recognize that it 

is not an isolated problem. Instead, it is an integral part of, influences, 

and is influenced by our entire economy« Basically, our farm problem is 

one of over-production compared with effective consumption outlets. In 

other words, we have an excess of land and labor resources allocated to 

food production for our present needs« The obviously desirable solution 

would be to increase effective demand but results in that direction have 

been disappointing and with European progress in modernizing its own agri

culture we may have a job to hold our present foreign markets, to say 

nothing of expanding them. And at home, with our relatively high level 

of nutrition, expansion is largely limited to population growth.
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The alternative is curtailment of production. So far, our 

efforts to achieve this have been largely in the area of acreage allot

ments, marketing quotas, and support prices aimed at giving the farmer 

an improved income by paying him not to produce. In this connection, 

there is great concern, and I think rightly so, about so-called "feather

bedding" by railroad and industrial labor, yet it is hard to see the 

difference between paying a laborer for work not performed and a farmer 

for farming not done. Rather, we should strive to accelerate the reallo

cation of the more hazardous surplus cropland to less intensive uses 

and surplus farm labor to other occupations. However, the reallocation 

of labor is dependent on other employment opportunities, difficult to 

find with our present level of unemployment.

We have considered the importance of our agricultural exports 

but these amount to less than one-fourth of total exports. Since the 

level of those other exports has a bearing on the employment opportun

ities in commerce and industry, it also has an impact on the potential 

off-farm employment of surplus farm labor. Thus, the American grain pro

ducer and livestock feeder are inevitably concerned with the ultimate 

outcome of the Common Market and our negotiations with it whether it be 

from the standpoint of our agricultural or our industrial exports.

Whatever the outcome, we can be sure that it will involve re

allocation of resources and markets both here and abroad, some of which 

will doubtless be painful to the areas or segments of our economy most 

directly affected. It will not be easy but we should remember that 

change is rarely easy though it is inherent in the growth which we all
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seek. The development of the automobile was hard on the horse breeder 

and the harness and carriage makers yet few of you would be here today 

if you still had to come by horse and buggy, as I did on my first trip 

to Estes Park over fifty years ago.

Finally, we should remember that a prosperous business needs 

prosperous customers. American agriculture and the American economy, 

as a whole, have more to gain than to lose if the growth and expanded 

economic activity of the Common Market produce a more prosperous Europe 

and a stronger ally in our struggle for the free world.
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