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i Translation of Excerpts irow Oslo press, May 23, 1958. j

|
German Minister of Economic Affairs Speks in Oslo.

The moral and political forces bshind the integration plans
are 8o strong thit no country dares take the responsibility for an
econoric policy which would prevent the establishment of a Buropean
free trade area. It is my conviction that these forces are sufficiently
powerful in themselves to force through a free trade area, the West-
German Vice-Chancellor and ilini:ter of Economis Affairs, Professor
Dr. LUDULIG .:RHARD statecd at a meeting in Oslo yesterday., The mseting
was arranged by STATS@KONOMISK »ORENING (association of political
economists) and the Noruegian Federation oi Industries. Over 350
people attended, incluuing Prime Minicter EINAR U :RHARDSEN, Foreign
Ministur HALVAR!. LANGE, rinister of Commerce ARNE SKAUG and a number
of prominent economists and inaustrial representatives.

Professor Erhard lectured on the subject "Die Wirtschaftspolitik
der Bundesrepublik Deutschland unu die Europliische Wirtschaftsintegratiorf
(tiie economic policy o the German Federal Republic and European
economic integrition).

In his introduction the professor dcscribed the critical conditions
in Germary up to the currency reform in 1948. He trankly admitted that
Germany itself ‘as to blame and had to overcome the difficulties on
its own. How tiiis had becen achicved hs related with ;sreat skill and
conviction in his almost 2-hour lom.. lecture. Mr. Eebard's economic
Ehilo'opny is well known .rom his book "Wohlstand fUr alle” and earlier

ectures.

My esocial market econoriy is vased on two principles, he declared.
Freedom and orier. Free price mechanism and free compotition to the
greatest degree possible. On the other han.', economic policy is up

to th: jovermmenz. The gov 'rument must diroct the eiforts of indivi-
duals and business into the riht channels so tanat the total result
will be the highest degrec of prosperity for all. Order and freedom
are inextricably bound together. der without ireedom leads to ferce,
freedom without or.er to chaos. This applies to international coope-
ration as well as n:tional cconoiiy. Betore World War I we had & jood
system in the old gold siandard, which made the couniries live ‘:ithin
their means. Touay the situatio' is different. The jovornment is
responsible tor cconomic developm.nts; it is within its power to create
sound and :tale conuition: #&f it employs all the economic means at .
i.8 disposal to that end. In the inturnational economic cooperation
much has beern achieveu through OEEC and EPU. But the negotlations

on cxpanded cooperation throush a free trade area ueer. Lo have .eacled
a critical point., For now naticnal sacrifices are required, and so the

_coun.ries husitaie. he uen.n.s for ha wonization ure typical. One
P forzets t. at toe veory I a0l fnsronsin, economic cooperation in Zurove
i¢ based on the .i CoLinactrin! patterts o) e natiors., I ihe
hand UA;"«’.. . .JJA'IEU h
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l d3f ferences are levzllec out, the iree :rade idea will lose cuch '

0. 1ts sub:tancc. One .oes not sui.t vitu h rmonization, -
har.-onization is a goal.

Mr. Erhard poinucd out t:.it the large German foreign exchange
reserves touay represent a distmrbing element in European payments
relations. It i3 not a desirabie situation for West Germany, as the
surplus accentuzces the price pressure. The reason for the high
surplus lies iu the rutes of exchange, an intra-currency "calculation
rmistake", Mr. Erhara stron;ly e:phasizeu tiat there will be no
revalu.tion in Germany, however. Nor would he agree to an intlationary
ﬁglicy to tring Germany into line witi.. other councries. We Germans

o\ whit inrlation really is, he said, and we .o not want it again,
Discussin;; the various -conozic sysuvems, the profussor stated that
hi;h prouuction and siron; econoiy will may thrive in a communist
state, vut vie do not .ant suci 4 Sy.tem, and must therefore work out
anothcr. Surope is no homo .enecvus continent, and our great problem
i3 to co-ordinate all the conflicting interests. Gen.rally, we may .
say that the economic system ve must arrive at .;ust be based on
teclmoiovisical progsress anld research, and have as its goal differentiated
consumpuion and ways ol lile.

Mr. Erhard strongly stressed the need for wiue European cooperation
to avoid sharp economic fluctuations and create a stable economy.
But this must no happcn at uie expanse of the purchasin  power and
stability of the cw'rencies. In connection with the establishment
of a iree traue area-it is of prime importance to create a new inter-
national jaymentl. system as a busis ior incrcasing traue. A monetary
fund .ith the advantazes oi' the old golu standard but without its
disadvantares. :

“urope today is squeezed b:tween tvio big pou.rs - the Soviet
Union and the United States, and all the problems that arise on that
account .emon: trate that i'e ne lon,; r can siand alome, politically
or economically. Neve:theless there are many countriss which hesitate
to join the ire rrade area, in the velicf tiiit a provectionist
comrercial policy wiil oc to tieir auvantage. So it mi;ht, but only
in the short run. These coun ries, cr circles in the countries, fail
to take into consideration that all councries in the lon- run w{n
benefit :ror: intc rution in a Europeun ree Lraue area. We must
endeavour to co-ordinute all conflicting interests in a cooperation
based on t.c sovireignty or .nc individual country. A ifrez trade area
has political aspects as well. It is necessary to ruckon with snme
..eyree ol political inte ration, iver thouzh it is the assumpti that
the .ree trade area e vaseu o - mational sov:.rei nty. In my vi. ,

a country is not 1ipe -or ecomonic ir . -ration with othcrs before
it is reoady to acce t tue political cun: "ruerc.s.

With re " to oo relil.oons 5 b0 n Lhe Buropean common market
an. the .rce tra.e a2 lr. sSrhira ewphasive i tuat the common ...rkut
~{8 no dis urbin . > » in tn. Luro ean int. ration plans, It is
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[ is not tie obje:tive, it 1is .be con.equence of a customs union. -
It is of the uui.ost importance that a Jirm policy be adopted, )
desismed to prevent trade i:ar and a 8plit of the Cturopean countries '
and the instrument we have is a Eu.opean iree trarde area, Mr. Erhar& .
declared.

Fo:lowin: tie lectwre tiuere was a discussion, which the professor .
concluded with these words: When Germany and France with all their
dissimilarities and olu conflicts can join a common m rket, there is
no argument ..t all to pruventL the Weat-European couniries irom
by reaching agreement on a free traue area. A lree trade area is both
O essential and inevitable. It can be establishced, it ou.,int to be
I established, and it :'ust ve .stablished. No couniry can take the
responsibility for uestroying the plan.

The discussion ..:as opencd by Bank Manager JOUHA: b uLAM::.R, .
( DEN NOxGKY o1t ITBANK) who pointed out thit onme ol tie principal :
problems i1 the {ree trade n.gotiat.ons is the tarifrs uvith the outside i
N world. Europe imports rav.n.terials anu foou anu exports manufactures, )
) and low tariifs are necessary for uhe competitive status. Anothcr
problem that must be solved 1. t.. imoalan:e in int:rnational payments. ;
Co If a Buropean monetacy fumi is established, it will Le necessary first
C to adjust Buropean rites o: axchange. The economic policy of the
Buropean countries must te co-orainited to a reater exteant. |

Poe Dirvector JOAKLK IiLsh, private businessman, mentioned that the

o people ¢I Norvay on the whole are irn .avor o:i & free trade area, but ;
the condition must be that 4isn and fish procucts ace included. Mr.
Erhard replied that he coulu not guarantee tiis, but that he would |
do his best. He szid thiat the Gorman murhet at any rate will be
open fcer _ish an. tisi. products.

Pinancisl Councelor :IVI.. uilCli..i:, Ministr; o. Finance, asked i
Mr. Erhard to work l'or join. actiorn by tiae OmEC couniries to counter
the sconomic -ecline an: .t uxpansion goin, again. The extreme .
debtor anud creditor positionc in EPU are a threat to progress in
Burope, and the situation is ag ravatecu by the lo. int.rnational : :
liquidity, he stated.

{ rans:2ted v: Jern Lander
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