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“

and Unjted States xffiolals wilil be
no negotiations todk place at these
| Waskington meetings follow;

that the United States was'

paltitiodl unity and ths imtegrstion

and on econoxier assistance
of talk about recession, the United

sssmet, Sumnary of Brhard Washington Discussins, March 2 - 26, 1958

RPID INFO: ANKARA, BRUSSEIS, GENZVA for Nordem, LONDON, LIXEMBOURG for,
Iabessy and Butterworth, NEW DRIHI, PARIS for Bahassy amd
USRO, ROME, THE BAGUE,OTTANA, CANBERRA

. left Washington on March 27 for New York
be is scheduled to sémadn until April 2, Both German and United
, sides were pleased with ths Washington program of discussions
whidh went smoothly in an stmosphere marked by frisndliness and fraimess,
of comversation oovering the exchange of views between Erhard

forwarded when ocleared, (No repsat
mectings.) Righlights of the

. vde Nrhard's 4O minute meeting with the President an the marning of
Mareh 2} recsived good press coverage with emphssis on Erhard's view

and talking too much about re-

cession; he ¢4 not think the United States' ecmomy was in sericus
trouhle,

2. The luncheon mesting with the Secretary was devoted principally
to discussions of the political problems of Eurcopean eoonomic integration,
Rhard expressed concern about the Frensh econcmic and fimancial situ-
ation and indicated oonstitutional reforms were needed in order. thad
rewadial actions could be talsn by the French, It was pointed ocut to
Exbard that the Amsrican business camunity had accepted the Commom
Mariet Because ihe latter was viewed as a step in the directiom of

of Burope., Problems would arise

with Amerioan bdusiness if the prooess of complementing the Commom
Market with a free trade area led to a protectionist system, limiting
imports fyom the Westarm. Memisphere, Australia and New Zealand,

3. At the first business mesting Monday afterncon with MnDillom,
the Deputy Under Secretary for Economie Affairs, discussions oentered
on commercial and trede policies, Compon Market and free trade area

programe, BErhard urged

problems Qermany
and the Uhit.d States to defwnd their free trade policies, If, because

States took one backward step on
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poliey, Maropzm comtriss would tdke twe or three such steps. Maintenance
’ in the comtext oftheforthdngugot&-—l
stions invalving the Common Murket mnd a;f¥ee treds area, In the absence of more
effestive soosdiontion of employmemd, budgetary asd monstary polisies by the wember
osuntriss, Erhar? falt divergmt speads of inflatim ceupled with the rigid exchange
rates would erests a serisws prublem of disequilibrius for the Camesen Market and
the free treds ares. O the nuhject of the remaining German quantit: $ive re-
‘wtristions, Rrbard said it was unlikely that the Federal Republis would abolish or
1lideralise them. The Federul Republis 4id not wish to apply for a GATT waiver
becanss 1% was diffisuls 'oveene at this tims what agrisulturel policies would
be developed by the Common Markst and by the propowed fres trede area. GATT should
ns regarding agrisuliurel trede and to harmmise
them with those to be dewsloped by the Six Cocamon Markey countries. A separate

4
"

teo

N the Sates attashed to this matter, outlined the magnitude
of tnited Sbates efforts aud styessed that the Administration and the Congress be-

lieved sther soumtriss in the pogition to do so should devote more of their re-

sourees to fowedgn asuistanss. Wrbard, in response to B, Dillon, getly chided
States for baing overly gensxrous in the furmiahing of esoncaic assistamoe

to other countrias. e said the United States should not exaggerste USSR cape-
bilities to furaish sconomic assistanve. Ihe United States should exact etrioter

terme for its aid in oarder t0 help waintain standards which would emcourege the
international movemsmt of private vemture capital, Dillan replied by pointing out
that prectiscally our only grent ecomomic aid now being furnished was 40 help supporé
ential defense burdens, as in Turicey and Xarea. The United

relatively large and ess
States felt as & creditar nation and the world's grestest treder, it ocould not takea

straight banking pednt of visw Seward certain problems of the less developed
countriss. Cowmtriss, whish scmetines needed the help most, were the mss whish
offered less secure finaasial risks. e Mited States was gonvinoed that the WBSR
could deliver the goods thus far pramised . -~ its aid agreememts. Dillan urged
Germany to ineresss its leans and eredits and also its cantridutions to the United
Estioas

tecinical
creased (erman coonaxic assistanse, saying the credit imsurunce program relying
o the private Gersm aessy market would remain the basis of the Jermm approash
ad that gevermaent-4o-govermmmt loans were not cantemplased. Eribard sugpested
that creditor countriss might coerdinate more sarefully their somauis aid programs,
particularly in determining whish creditor comtry hed most good will and should get
in the forefront of aseistanse aetivities in a partisular country. No new insti~
stitutions were nesded for such coordination and mons should be established,

5. Tuesday meming March 25 meeting at ths Tressury, ochaired by Sesretary
Andarson, was devoted antisely to the United States and German businsss sitwations,
with Anderecn, Bmuge and Saulnisr making statememts £or the nited States. Repre-
smtation of other agmeies included Dillon, Wangh, Swith of Commeres, md Wood of
3. T™e min points of the Mited States presentation weres (a) havestery
|_sdjustment and slowing ef capital fermaticn following unusually high investmest _|

levals

__ CONFIDENYIAL

(Security (lasssfication)

RS A E .
.‘-\'i" “: . ‘i‘.': KN PR A T ° . -...:.‘, L : -
. . aEe

L
ML

=

o
e

'y

Y

-t




&:_'m_ Pace 3 __

*- [Yevels 1956-57 ; (b) Result is spotty situation with decline in some sectors, B
nm.q.'s%eén autonotiles and steel but continuing stremgth in others; (c¢) Same growth
/predent as in the past and the essential problem is to maintain canfidence and con-
" tinuity of decision making an the part of millions of private individuals deciding
; things in a free economy; (d4) Policy stress tas beon on prudent measures that will
4 not create future inflationary problems,

6. The currant United States economic situation was characterized as "mild
domturn®. Issues mantionsd as requiring further study inocluded: (a) The long
: range effecte of full employment psychology; (b) Inadequate dowmward flexibility
9 cost-price system; (c) Flexible monetary policies; their recent suocess does not

cbviate need for/More comprehensive study of ths nationts monetary structure;

(d) Revival of under-cansumption theories in certain cuarters, although ths real
: need 1s probadly primarily for forward plamning and investmant by business;
1 (e) Impetus of ths eituation revives protectionist sentiment, although h} million
S workers are dependent m foreign trade and new trade barriers might depress rather
' than stimulate, . .

7. BErhard discounted any present or likely effect of the lhited States sconmmis
sdjustment on German business activity which was still expanding, though less
rapidly than before. Ee said, however, he was puzzled at the dsgres of concern
and of the business pessinism here which he believed was not justified by the eco-
namde statistics, He was also puzzled at ths continuing rise price levels under
present circumstances., He related the German interest in devalopments here to the
importance of having a stable United ftates dollar as a reference point for other
currencies and the Jerman fecr thal inflation here would adverssly affect the inter-
natimal situaticn by giving rise to a further round of divergent upward price move-
wents and consequent exchange rate discrepancies,

et

. . B8, The uUnited States participation in the final meeting Wednesday afterncon st
the Trsesury consisted of Secretary Ancerson andllr, Dillm snd My, Weir Bromn of the
Znbassy Bann, After brief further liscussion of the lhited States business situatiom,
the United States representative alluded to the prodblem of financing economic develop-
ment of the less developed countries, indicating that the United States, Germany snd..
Canada were the three “bright spots® with really strong econoxies, The United States
repreasentatives again expressed the cmviction that each strong country must exanmine
its capabilities and find means of providing hope and assistance to the less for-
tunate areas and that each rust bilaterally give attention and make cantribution
toward a solution of this probleam, in addition to conmiltation and participation in
the financing providec by international financial institutiona, In conection with
this problem, the United States representatives also made rafergpge to the importance
of recipient countries maintaining sound intsrnal poiicies a.n_q/gﬂ.ubuity that all’
our actins and discussions avoid anything likely to creste uncertainty and specu-
latiwn about currsncy values,

TR T RTINS

c e

9. Zrhapd referred to his repoated acimomlodgmont that a moral obligation
existod for strong, developsd comtries to assist c.untrien whioh wers serious-minded
about oconomic developmeat, but he strasscd the limitations €3 Gorman capacity to

Laootribute. M2 said Gormany vias giving attontion to this problea ard tontauvoly—l
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