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Supplementing 
the summary reports inAubdespatches 831, WI 16:1

195N, 845, May 23, 1958 and 853, Ray 29,A958 uhich covered the high
points of the visit of Dr, Ladwill LRHAhD to 

Norway on May 22-259
1958 and editorial and other comments on the visit, there is enclosed
a translation of excerpts from Oslo press reports on May 23, 1956
following the Minister's principal address.

For the Ambassador:

Ocx,..

Harve R. Wellman
Counselor of Embassy for

Economic Affairs

Enclosure:

Translation of Excerpts iron Oslo press, May 23, 1958.
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Translation of Excerpts from Oslo press, May 23, 1958.

German Einister of Economic Affairs Spilka in Oslo.

The moral and political forces behind the integration plans
are so strong that no country dares take the responsibility for an
economic policy which would prevent the establishment of a European
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 MiniAer of ECOnOW.4 Affairs, Professor
Dr. LUliaG .:RHARD stated at a meeting in Oslo yesterday. The meeting
was arranged by STATSWNOMIA iORENING (association of political
economists) and the Noregian Federation of Industries. Over 350
people attended, including Prime Minister EINAR U:RHARDSEN, Foreign
Minister HALVAH" , LANGE, Anister of Commerce ARNE SKAUG and a number
of prominent economists and inuustrial representatives.

Professor Erhard lectured on the subject "Die Wirtschaftspolitik
der Bundesrepublik Deutschland unu die EuropAische Wirtschaftsintegratiodo
(the economic policy of the German Federal Republic and European
economic integri4tion).

In his introduction the professor described the critical conditions
in GermaLy up to the currency reform in 1948. He frankly admitted that
Germany itself as to blame and had to overcome the difficulties on
its own. How this had been achiosed he related with .reat skill and
conviction in his almost 2-hour lon, lecture. Mt. Eehard o s economic
philosovy is well known 1:rom his book "Wdblatand fer elle" and earlier
lectures.

*1 social market economy is based on two principles, he declared.
Freedom and order. Free price mechanism and free competition to the
greatest de,4ree possible. On the other ham', economic policy is up
to th, ,;overnmem. The goy ,rnment must direct the efforts of indivi-
duals and business into the ri:-;ht channels so tnat the total result
will be the highest degree of prosperity for all. Order and freedom
are inextricably bound together. Order without freedom leads to force,
freedom without or,er to chaos. This applies to international coope-
ration as well as rv,.tional economy. Before World War I we had a good
system in the old gold s'..anJard, which made the coun:ries live .4thin
their means. Touay th,! situatio is different. The government is
responsible for economic developm,nts; it iu within its power to create
sound and EtaLo condition Af it employe all thk; economic means at
1.L.s disposal to that end. In the intsamational economic cooperation
much has been achieved through OEEC and EPU. But the negotiations
on expanded cooperation through a free trade area ueer. to have ,vached
a critical point. For now naticnal sacrifices are required, and so the
coum.ries hcsita:.e.	 for ha moniaation are typical. Orif

forgets t. At t.:w 1,A.7 i -a of	 economic cooperation in Eurore
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dif ferences are levelled out, the free trade ilea will lose much
0. fts sub: . tancc. One .oes not st...t wite h . rmonization, -
har..onization is a goal.

Mr. Erhard poinuud out t;.:!t the lariA German foreign exchange
reserves toeay represent a distnrbing element in European payments
relations. It is not a desirable situation for West Germany, as the
surplus accentuPtes the price pressure. The reason for the high
surplus lies in the rates of exchan6e, an intra-currency "calculation	 .
mistake" Mr. Erhara stron6ly s'phasized that there will be no
revaluz.tion in Germany, however. Nor would he agree to an inflationary
policy to tring Germany into line wit,. other countries. We Germans
knot: whut inflation really ia, he said, and we -o not want it again.
Discussinz; the various eonomic systems, the professor stated that
hi.J1 proeuction and atron; economy will may thrive in a communist
state, out we do not :.ant suea a sy_tem, and must therefore work out
another. Europe is no homeeneous continent, and our great problem .
is to co-ordinate all the conflicting interests. Gen.rally, we may.
say that the economic system we must arrive at Luzt be based on
tecluiolcl:ical progress and research, and have as its goal differentiated
consumption and ways of life.

Mr. Erhard strongly stressed the need for wiue European cooperation
to avoia sharp economic fluctuations and create a stable economy.
But this must no happen at ulteexpanse of the purchasim, power and
stability of the currencies. In connection with the establishment
of a free trace area . it i* of prime importance to create a new inter-
national payment:. system as a Jasie for increasing traue. A monetary
fund Ath the advanteGes of the old gold standard but without its
disadvanta!Ts.

'Ilrope today is squeezed b:!tween two big powrs - the Soviet
Union and the United States, and all the problems that arise on that
account •morrtrate th;.a. Ye nc lon; r can stand alone, politically
or economically. Neveztheless there are many countries which hesitate
to join the fre trade area, in the .oelief that a protectionist
commercial policy wiil cc to tneir auvantage. So it mi,;ht, but only
in the short run. These coun.ries, or circles in the countries, fail
to take into cunsideration that all counuries in the 10117 run will
benefit from into ,nAion in a European ree traae area. We must
endeavour to co-ordinate all conflictin6 interests in a cooperation
based Oh Cie sov,reignty or uhe inevidual country. A free trade area
has political aspects as well. It is neces1-;ary to reckon with some
, egree of political inte,xation, ,ver, thotrji it is the asswmpti	 that
the ..aape trade area 6e beset:, o . national sov:rei:nty. In my vi,
a country is not ripe :.or economic jr . :ration with others before
it i.:; r.:ady to acce t the political con: -r-uenc,..a.

With re .. .r to .1..‘ rA.:..t_.)n J . t.,	 h Li,t2 European common marked
an.: the l'rae tra-e ar ,-1:	 Li. rlira ephhsl....i tuat the common .J.,.rieJt

--fd no dis urbin ,:. r in tn. Euraean int, ration plans. It le '
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Foilowin .: the lecture there was a discussion, which the professor
concluded with these words: When Germany and France with all their
dissimilarities and old conflicts can join a common m rket, there is
no argument	 all to prevenL the Neat-European countries from
reaching agreement on a free trade area. A free trade area is both
essential and inevitable. It can be established, it ow:At to be
established, and it :last oe -stablished. No country can take the
responsibility for oestroyin6 the plan.

The discussion :a.es opened by Bank Manager JOHAO
USN NOAAF, ...P.ITHAlai‘ who pointed out that one of the principal
problems io the free trade n.gotiations is the tariffs oith the outside
world. Europe imports rave .m;:terials anu f00%i anu exports manufactures,
and low tariffs are necessary for the competitive status. Another

. problem that must be solved 1..; t. .eimualane in international payments.
If a European moneta:y fund is es!.ablished, it will be necessary first
to adjust European rates ol . sxchan4e. The economic policy of the
European countries must be co-ordinoted to a Teeter extent.

Director JOAK1M 'BLEU, .privaLe businessman, mentioned that the
people of Norway on the whole are in :avor of a free trade area, but
the condition must be that 'tan anil fish procucts aee included. mr.
Erhard replied that he could not guarantee this, but that he would
do his best. He said thot the German market at any rate will be
open ler _ish an fisi. products,

Financial Coun.Alor	 Ninistri o Finance:, asked
Mr. Erhard to work for join . . action by the OEEC counries to counter
the economic eclinc cx1;ansion goin . ; again. The extreme
debtor and creditor positions in EPU are a threlt to progress in
Europe, and the situatior is an xavatou by the lo. int:.rnational
liquidity, he stated.
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