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Will the Kennedy Round Succeed? 
Extension of the EEC Commission's Authorisation to Negotiate 
Increases Chances of Success 

Interview with the Federal Minister of Economics, Herr Kurt Schmiicker, Bonn 

INTERF-CONOMICS: Minis ter  
Schmficker, the  Kennedy  Round 
was originally meant  to l iberal ise 
world trade. In the light of the ex- 
per ience  during the Dillon R o u n d - -  
when  :there was much bargain ing  
over  individual customs and an 
average  cut of import d u t i e s . b y  
only  8 % was  ach ieved- - i t  was pro- 
posed to apply  to the Kennedy  
Round the l inear method  of cutt ing 
tariffs. Yet, the aim of achieving in 
this way  a general  lower ing  of 
duties (by 50 ~ has been  badly  
jeopardi, sed  by  the  submiss ion of 
lists of exceptions.  The danger  
therefore  arises of re turning to the  
old bargaining method.  In this con- 
nect ion the EEC is be ing accused 
of hav ing  stood out by  submit t ing 
par t icular ly  long l ists  of except ion.  
Is this al legat ion justified? 

SCHMUCKER: Let me first deal  
wi th  the s tar t ing point  of your  
question. It is correct  to say that  
on May 6th, 1964, a GATT confer- 
ence  on minister ial  level  reached 
agreement  to aim at a general  cut 
of customs duties on industr ial  
goods by  50~ But right from 
the  beginning it was clear  to every-  

body  that  this aim could only  be a 
hypothe t ica l  work ing  basis and 
that  cer ta in  exempt ions  could not 
be avoided.  No count ry  in the 
wor ld  is now ad ay s  in a posi t ion to 
cut cer tain import  duties in half  
wi thout  endanger ing  its own econ- 
omy. On the  o ther  hand,  there  was  
a consensus  of opinion that  exemp-  
t ions would  only  be  just i f ied where  
a h igher  nat ional  in teres t  was  at 
stake.  

In submit t ing its lists of excep-  
t ions the  EEC has  stuck to this 
principle.  However ,  within the EEC 
which is still in the  process  of 
es tabl ishing a common market  it 
is, no doubt, much more  difficult to 
de te rmine  the  "higher  nat ional  inter- 
est" than ~t is in o ther  countr ies  
whose  economy is not  subject  to 
such s t ructural  changes. Despite all 
this the Communi ty  has succeeded  
in compil ing a just if iable list of ex- 
ceptions.  It affects no more  than 
about  2 0 %  of all EEC imports that  
are subject  to import  duties, or, 
taking total t rade wi th  third coun- 
tries into account,  only  9 %  of all 
imports.  This calculation,  it is true, 
excludes  some groups  of imports 
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where  specia l  c i rcumstances  pre-  
vail. This goes  for ins tance  for the 
import  of co t ton  text i les  the future 
of which is at p r e sen t  under  r e v i e w  
within  the f ramework  of negot ia-  
t ions for p ro longing  the In terna-  
tional Cot ton  Agreement ,  The 
quest ion of cut t ing  import  dufi'es 
on them will on ly  arise w h e n  the  
future of the  in terna t ional  agree-  
ment  has been  clarified. Similar are  
the c i rcumstances  in respec t  of 
chemical p roduc ts .  Here  the lower-  
ing of the common tariff  depends  
on the USA modify ing  its Sell ing 
Price Sys tem which in the opin ion  
of its t rading par tne rs  does no 
longer  conform wi th  p resen t  day  
conditions,  

Besides, no pa r tne r  to the nego-  
tiations has so far been  able to 
refute the EEC case  for exempt ions .  
Therefore  I main ta in  that  in the 
light of the excep t iona l  difficulties 
and the s t ructura l  changes during 
the transi t ion to the Common Mar- 
ket  the a l legat ions  that  the EEC 
has submit ted an unduly  long list  
of exempt ions  and  thus endangers  
the success  of the  Kennedy  Round 
is not justified. Seen  from the Ger- 
man view we  would  ra ther  h a v e  
waived  cer ta in  wishes  for exemp-  
tion; but the EEC is a communi ty  
where  a jus t  equal i sa t ion  of the 
interests  of all pa r tne r s  matters .  

INTERECONOMICS: Beyond tiffs 
it is al leged that  the  EEC endanger s  
the success  of the K en n ed y  Round 
by  its agrar ian protect ionism.  The 
USA is known  to he in te res ted  par-  
t icularly in low farm prices wi th in  
the EEC so as to be able to in- 
crease its own farm exports.  There  
is therefore  some doubt  in var ious  
quarters w h e t h e r  the  EEC real ly  
wants  the quickest  possible  con- 
clusion of the K e n n e d y  Round. Such.  
doubt concerns  espec ia l ly  the pol- 
icy of the German Federa l  Govern-  
ment  which in the  negot ia t ions  be- 
tween the EEC pa r tne r s  has been  
press ing for h igher  farm prices. 
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SCHMUCKER: These doubts  are 
not justified. We  are anxious to see 
a successful  conclusion to the 
Kennedy  Round not  only  in the 
industrial  but also the agricultural  
sector. It is clear that, l ike in any 
other  country,  we  cannot s imply 
put aside the interests  of our own 
agriculture.  But it would be wrong 
to assume that  by  our farm policy 
we are t rying to block the negotia-  
t ions in the Kennedy  Round. 

On the other  hand, I do not  wish  
to beli t t le  the difficulties arising 
from the fact that there  are  simul- 
taneous negot ia t ions  on establ ish-  
ing a Common Market  for farm 
products  and on offers be ing made 
to the Kennedy  Round. Yet it would 
be a crude simplification to regard  
these  difficulties as solely due to 
the EEC farm prices.  Though I do 
not over look the impor tance  of the 
quest ion of farm prices,  this is only 
one  factor in the negot ie t ions .  The 
various subsidies and other  pro- 
tect ive  measures  appl ied by  many  
coun t r i e s - -no t  least  by the U S A - -  
also play an impor tant  part.  It is 
real ly not quite correc t  to draw 
general  conclusions about  a link 
be tween  low farm pr ices  and a suc- 
cess  of the Kennedy  Round. It is 
ra ther  d e c i s i v e - - a n d  this also the 
USA a d m i t s - - w h a t  impact  the com- 
mon agricultural pol icy  of the EEC 
as a whole  has on the internat ional  
agricultural  si tuation. 

In this connec t ion  I think it im- 
por tant  to point  out that  the agree- 
ment  on common grain pr ices  has 
enabled the EEC to submit  to the 
Kennedy  Round comprehens ive  pro- 
posals  for a wor ld  wide  readjust-  
ment  of what  is p robab ly  the most  
important  market  for farm pro- 
ducts, and this is the grain market.  
The decision on grain pr ices  within 
the EEC has thus c rea ted  an im- 
por tant  s tar t ing point  for any pro- 
gress in the talks on  agriculture 
within the Kennedy  Round. W e  
ser iously hope that  on the other  
sectors  of the market  for farm prod- 
ucts, too, we  shall  f ind early and 
const ruct ive  solut ions  which will 
facilitate the K e n n e d y  Round nego- 
tiations. 

INTERECONOMICS: Some people  
have said that  desp i te  a 5 0 %  cut 
in customs duties on  industrial  
goods the Amer i cans  would still 
maintain  customs so high as to 
keep  the protect ion of their  own 
industr ies v i r tua l ly  intact  even  
after a successful  K e n n e d y  Round, 
whereas  EEC, in the case  of a 50 % 
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reduct ion in industr ia l  import  du- 
ties, would be  prac t ica l ly  "s t r ipped 
naked".  Others  h a v e  po in ted  out 
that such a s i tuat ion would  make  it 
impossible for the EEC to offer 
substantial  tariff  concess ions  should  
there be a la ter  round  of cus toms 
reductions wi th in  GATT. Could this 
be the  reason w h y - - a s  some people  
s u s p e c t - - t h e  EEC is now being 
very  cautious over  customs con- 
cessions? 

SCHMUCKER: It is ve ry  difficult 
to draw a compar i son  b e t w e e n  the 
customs level  of the USA and that  
of the  EEC. This is because  the  
common tariff as a who le  has its 
origin in the ar i thmet ica l  ave rage  
of the nat ional  cus toms duties of 
the EEC member  countr ies .  This 
has meant  the  automat ic  removal  
of ex t remely  high as wel l  as of 
ex t remely  low tariff rates. At  pres-  
ent the EEC rates cent re  round an 
ari thmetical  ave rage  of about  
11.7 o/0. The Amer ican  tariff, on the 
other  hand, comprises  both  many  
ve ry  low customs duties and quite 
a number  of v e r y  high ones;  the 
American  tariff  therefore  contains  
much greater  var ia t ions  than the 
EEC tariff. Using the same me thod  
of calculat ion as for the above  EEC 
figure, the ar i thmet ica l  ave rage  of 
the Amer ican  tariff  rates  is about  
17.8%. This s i tuat ion has c rea ted  
so-called dispari t ies,  i.e. cus toms 
tariff differences b e t w e e n  individ-  
ual countr ies  wi th  regard  to identi-  
cal goods. W h e n  there  are  s tr iking 
disparities a count ry  wi th  high 
customs duties will undoubtedly,  be 
bet ter  pro tec ted  against  i m p o r t s - -  
even if these  duties are h a l v e d - -  
than a count ry  whose  customs are 
a l ready lower.  W h e r e  there  are 
substantial  dispari t ies  the EEC, 
therefore,  in genera l  re jec ts  a 50 % 
cut in its customs duties and offers 
only a smaller  reduction.  This pro- 
cedure  conforms to a resolut ion of 
the  Ministerial  Conference  of GATT 
of 1963 which reads that  in the case 
of substant ial  disparit ies,  i.e. such 
as are liable to affect trade, reduc- 
tions in customs duties shall  not  be 
l inear but shall be  made  in accord- 
ance w~th special  rules. 

INTERECONOMICS: In reply  to 
object ions to the Amer ican  Selling 
Price System, the "Buy Amer ican"  
Act and ant i -dumping prac t ices  the 
United States has poin ted  out that  
the EEC has similar non-tariff  trade 
barriers. In this context  they  have  
ment ioned taxat ion on motor  ve- 
hicles, coal quotas, tobacco monop- 
olies, and last but not least  the 

whole complex  of agricul tural  mar- 
ket  regulat ions  in the EEC coun- 
tries. In view of these  we igh ty  
arguments ,  will not  the EEC have  
to make  concessions,  and if so, to 
wha t  extent? 

SCHMUCKER: I re fer red  to the  
Amer ican  Selling Price Sys tem al- 
r eady  earlier.  It p robably  had  its 
just i f icat ion in 1922 w h e n  the  Ame- 
rican dye-stuff  indus t ry  was  only  
beginning  to be deve loped;  but it 
cer ta inly  is no longer  just i f ied at a 
t ime w h e n  the US chemical indus- 
t ry is the  most  powerful  in the 
world. Under  this sys tem of valua- 
tion a tariff  p ro tec t ion  is be ing 
reached somet imes  which is far in 
excess  of 100 ~ of the  va lue  of the 
imported  goods. In most  cases  this 
Amer ican  sys tem is c lassed as one  
of the non-tariff  t rade barriers. But 
in fact it is so c losely  l inked  wi th  
the tariff sys tem .that it cannot  be 
compared  wi th  o ther  measures  such 
as taxes on motor  vehic les  which, 
though they  also in ter fere  wi th  in- 
te rnat ional  trade, are not  d i rec t ly  
connected  with imports.  W e  must, 
therefore,  d i s t inguish  v e r y  care- 
fully b e t w e e n  these  mat te rs  if we  
want  to reach sound decisions.  A n d  
so I would  welcome if the  Ameri-  
cans, too, accepted  this and if t hey  
asked only  for customs concess ions  
and not for taxat ion or quota  meas-  
ures as a response  to their  abolish-  
ing the Sell ing Price System. 

The same applies to the anti- 
dumping prac t ices  of var ious  coun- 
tries. These  should be scrut in ised 
separa te ly  and not  be mixed  up 
with o ther  issues. Especial ly  in this 
field the EEC countr ies  h a v e  thor-  
oughly just i f ied reques ts  to the 
USA and Canada. 

As to EEC's agricul tural  marke t  
regulations,  these  will  h a v e  to be 
examined in detail  in the  context  
o f o f f e r s  and counter-offers  in the 
agricultural  sector.  I think, how-  
ever, one  should not  make  al- 
ready difficult agricul tural  prob-  
lems even  more  difficult by  asking 
that  the EEC should, in exchange 
for Amer ican  good will  in the in- 
dustrial field, make  agricul tural  
concess ions  as well. 

INTERECONOMICS: Both the 
Americans  and the Secre tar ia t  of 
GATT have  r epea ted ly  said .that 
the Kennedy  Round must  be suc- 
cessfully concluded by the 30th 
June, 1967, because  that  is w h e n  
the author i ty  conferred  by  the 
United States Congress  on the  



American  Pres ident  expires.  With  
this time limit the EEC is be ing 
urged to speed up its action. Do 
you see any chance of negot ia t ions  
even  after that  date, and wha t  sig- 
nificance should one at t r ibute to 
Amer ican  interest  in a success  of 
the Kennedy  Round in connect ion  
wi th  this quest ion? 

SCHMUCKER: First of all, we  
shal l  do every th ing  in our power  
to set t le  matters  by  that  t ime limit 
which indeed  does p lay  a major  
part.  As regards the I~EC, this 
means  that  we  have  to hur ry  up to 
reach decisions on a number  of 
quest ions  which in any  case must 
be decided sooner  or la ter  during 
the  formation of a Common Market .  
Given good will, it should  be per- 
fectIy feasible to reach joint  con- 
clusions wi thin  the avai lable t ime 
in the  industr ial  sector;  but we  
cannot  ye t  say  w h e t h e r  this will 
also be possible  in respect  of all 
agricultural  ques t ions  because the 

agricultural  negot ia t ions  proper  of 
the Kennedy  Round have  not  even  
started.  

The outcome of the EEC Council  
meet ing  of 9th to l l t h  of May,  1966, 
suggests  that  wi thin  the near  future 
the negot ia t ing au thor i ty  of the 
EEC Commission will  be ex t en d ed  
also in the industr ial  sector.  This 
will have  a substant ia l  inf luence 
on the fur ther  course  of t rade nego- 
tiations in Geneva.  

The plan for a wor ld-wide  reg- 
ulat ion of agricul tural  marke t ing  
represents  a ve ry  ambit ious ta rge t  
for the Kennedy  Round. Some in- 
dividual ques t i ons - - I  would  men-  
t ion that  of an In ternat ional  W h e a t  
A g r e e m e n t - - h a v e  a l ready  been  the 
subject  of negot ia t ions  for a num- 
ber  of years  wi thout  any concre te  
results  having  been  achieved. Con- 
s idering the mul t i tude  of agricul-  
tural problems it will  be  ex t r emely  
difficult to come to sa t i s fac tory  
conclusions in e v e r y  sec tor  by 

June  30th, 1967. But it would  mean  
some success  if cer ta in  basic  prin- 
ciples could be se t t led  and details  
were  then  fur ther  d iscussed  after 
the conclusion of the Kennedy  
Round. As to the  ques t ion  w h e t h e r  
and wi th in  which f ramework  any  
fur ther  negot ia t ions  might  take 
place even  af ter  30th June,  1967, 
we need  not  w o r r y  over  detai ls  
at this stage. My v i ew is that  we  
should  now do eve ry th ing  to speed  
up the current  talks and reach 
some decisions.  But suppose  we  do 
not  finish in time: wi th  good will 
among all EEC members  and the 
special  in teres t  of the Uni ted  
States in a success  of the Kennedy  
Round, ways  will  be  found to make  
the p repara to ry  work  done  up to 
that  point  a comple te  success.  I 
know that  Amer ican  economic  cir- 
cles ser iously  desire  that  the discus- 
s ions which have  begun should in 
no c i rcumstances  be a l lowed to be 
broken  off for good because  of the  
expi ry  of a set  t ime limit. 

The Kennedy Round Can Succeed 

Interview with the American Deputy Special Representative for Trade Negotiations 
in Geneva, Ambassador IV. Michael Blumenthal 

INTERECONOMICS: Mr. Ambas-  
sador, there  are at least  two theo- 
ries about the Kennedy Round: on 
the one hand, it is said to be a 
t rade  war  be tween  the Common 
Market  and the USA. On the o ther  
hand, you yourself ,  in particular,  
have  said that  it is impossible 
that  this should have  been  the orig- 
inal meaning  of the  Kennedy  
Round. You have said repea ted ly  
that  the Kennedy  Round is a world-  
w ide  project .  Therefore  our ques-  
tion is: does this second theory  
real ly  exclude the  first? It could 
be that  whilst  be ing a wor ldwide  
project ,  because  the  USA and 
the Commcm Market  are  the most  
important  par tners  and this is 
w h e r e  the wors t  p roblems arise, 
there  is the  ever las t ing  threa t  of a 
t rade  war. 

BLUMENTHAL: A t rade  war  is, 
I think, the worst  poss ib le  way  and 
the least  appl icable  w a y  of ex- 
press ing  what  we  are doing here  
in Geneva.  In a t rade  war  people  
are  compet i t ive ly  ra is ing tariffs, 
dumping products,  doing all the 
things that  do not lead  to fruitful, 
mutual ly  beneficial  increases  in 

the volume of trade,  whe reas  in 
trade negotiat ions,  which are  what  
the Kennedy  Round is, we  are  try- 
ing to create  the condit ions for a 
fruitful increase  wi thout  difficul- 
ties be tween  the part ies.  You are 
right that it is on the  one hand 
multi lateral  ,negotiation wi th  many  
countries. At  the same time three  
or four countries,  the EEC, the  US, 
the British and the Japanese ,  are 
the most important  partners ,  and 
you are also right that  at the same 
time in a negot ia t ion  there  are 
many  firmly held d i f fe rences  in 
point  of v iew which have  to be 
negotiated.  That is wha t  a ,nego- 
tiation is for. But that  is not  a 
t rade war. So we have  both  of 
those things: we have  a mult i later-  
al negotiation,  a few big par tners  
negotiat ing very  hard toge ther  and 
having differences.  But they  have  
one thing in common, and that  is 
the desire to make  a success  of the 
negotiation, wi th  significant  liber- 
alization in indus t ry  and in agri- 
culture. 

INTERECONOMICS: What  about  
the developing countries,  which 
are also taking par t  in the Ken- 

nedy  Round? The developing coun- 
tries have  said ve ry  often that  
they  feel themse lves  at  a disad- 
van tage  vis-&-vis the "industrial  
club" represen ted  in GATT. W h a t  
do you think is the role of these  
countries? 

BLUMENTHAL: Well,  I think the 
developing countr ies  do have  some 
very  serious t rade  problems.  Some 
of those problems relate to the in- 
stabil i ty of the pr ices  for their  raw 
materials  and the imbalance be- 
tween raw mater ia l  product ion and 
their  need  for capital  goods. These 
are things that  we  are not real ly  
able to cope wi th  in the K en n ed y  
Round. 

These are  the sorts of th ings  
that  have  to be deal t  with in com- 
modi ty  agreements  deal ing wi th  
part icular  commodities.  On the 
other  hand in the Kennedy  Round 
there  is an oppor tuni ty  which, I 
think, these  countr ies  are increas-  
ingly recognizing and which will 
afford them some real benefits .  
That is why  so m a n y  of them (over 
20) are ac t ively  part icipat ing.  To 
give an example:  The United States 
has made offers to these  countr ies  
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on the p roduc t s  that  t hey  expor t  
to us. I h a v e  looked at the f igures 
for count r ies  like Brazil, l ike Ar- 
gent ina,  some  of the  Afr ican coun- 
tries, Latin Amer i can  and Far 
Eas tern  count r ies  and t h e y  range ,  
genera l ly ,  f rom offers to cu t  out  
tariffs by  50~ on to 80, 90 and  
even  to 9 8 %  of all their  dut iab le  
expor ts  to us. Of course  this  a lone 
will not  so lve  their  economic  
problems,  but  it is a v e r y  impor2 
tant  factor. An d  they  recognize  it 
and, therefore,  t h e y  are in t e re s t ed  
in it. No w I a s s u m e  tha t  o ther  
countr ies ,  l ike the British, like the  
EEC, like the  Japanese ,  are  mak-  
ing a comparab le  effort, a l though  
we  do not  h a v e  exac t  f igures  for 
them. 

INTERECONOMICS: The devel- 
oping countries are very often 
placed at a disadvantage purely 
because of the range of products. 
The whole system of agricultural 
protectionism doubtlessly weighs 
very heavily upon the developing 
countries. For example, cotton 
textiles are very heavily protected 
--the exception lists will probably 
even be accepted in the negotia- 
tion. In this connection it has been 
suggested that because of these 
factors the developing countries 
would not gain the same benefits 
from a l inear  tariff reduc t ion  as 
would indus t r i a l i sed  countr ies ,  
should  the  K e n n e d y  Round be a 
success. 

BLUMENTHAL: It is true that 
m a n y  of the  deve lop ing  count r ies  
are  mos t  in te res ted  in t ropical  
products ,  and  tha t  the  t ropical  
p roduc t s  fall in to  the  ca t ego ry  of 
agr icu l tu re  and the re fo re  are not  
subjec t  to a l inear  cut  of 500/0. It 
is also t rue  tha t  the re  is a special  
problem in the  field of cot ton tex- 
tiles. On the o ther  h a n d  some 
count r ies  a re  m a k i n g  a special  
effort  and I hope  all coun t r i e s  will 
do so as we  proceed.  W e  have  
m a d e  a special  effort; tha t  is w h y  
our  f igure for offers of in te res t  to 
deve lop ing  count r ies  is so high. In 
the  case  of the  EEC we  are  wai t-  
ing. And  we  hope  t ha t  t h e y  too 
will m ak e  a special  effort. They  
h a v e  p romised  to do so. So, cer- 
ta inly,  t he re  are impor t an t  bene-  
fits. The  deve lop ing  coun t r i e s  have  
a lways  told us  tha t  t hese  reduc-  
t ions in bar r ie rs  on t ropica l  prod- 
uc ts  are  v e r y  i m p o r t a n t  to them, 
Now, it is c lear  tha t  the re  are 
some agr icu l tura l  commodi t i e s  
(meat  or sugar) ,  for which m a n y  
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count r ies  h a v e  spec ia l  a r r ange-  
men t s  and tha t  in t he se  a r e a s  the 
possibi l i t ies  for v a s t  i nc rease s  are  
limited. And  tha t  is a d i s a dva n -  
tage. Refer r ing  to cot ton  text i les ,  I 
th ink the re  a re  rea l  possibi l i t ies .  
You s a y  tha t  t he y  will p robab ly  be 
excluded.  Tha t  is no t  n e c e s s a r i l y  
true. W e  hope  tha t  in this  field 
also we can reach a g r e e m e n t s  to 
l iberalize t rade  res t r i c t ions  signif-  
icant ly,  bo th  on tariffs  a nd  on 
quan t i t a t ive  res t r ic t ions .  

INTERECONOMICS: In connec- 
tion with agriculture, it has been 
objected that the United States are 
using the developing countries as 
an excuse  for p lac ing  more  em- 
phas i s  upon  the  in te res t s  of Amer i -  
can agr icu l tu re  in the  K e n n e d y  
Round. W h a t  do you  th ink  of this  
object ion? 

BLUMENTHAL: I th ink  tha t  this  
compla in t  does  not  h a v e  a n y  bas is  
in fact. I do not  th ink  a n y o n e  can  
accuse  us  of be ing  unwi l l i ng  to ex- 
plain our own in te res t s  and  defend 
them v e r y  v igorous ly .  I h a v e  not  
rea l ly  seen  much c o m m e n t  to the  
effect  that  a n y o n e  he re  in G e n e v a  
or in W a s h i n g t o n  has  been  h id ing 
beh ind  the  hack of the  deve lop ing  
countr ies .  W e  h a v e  spoke n  v e r y  
di rect ly  about  our  own in te res t  
and  do so all the  time. W e  h a v e  
a vi ta l  in te res t  in agr icul ture .  W e  
h a v e  made  no sec re t  of it at all. 
W e  s tand  on our own feet  in this  
regard.  

INTERECONOMICS: The Uni ted 
Sta tes  reproach the  Common  Mar-  
ket  for pu r su ing  a pol icy of qui te  
d is t inct  agr icu l tu ra l  pro tec t ionism,  
and  the re  is no doubt  tha t  this  is 
so. But, on the  o ther  hand,  it can-  
no t  he  deni.ed tha t  the  US also 
suppor t  thei r  own  agr icul ture .  
Even if their  me thod  of so doing  
is different  f rom that  of the  Com- 
mon  Market ,  th is  does not  a l ter  
the  fact tha t  such suppor t  exis ts .  
W h a t  do you  th ink  of the  ,assist- 
ance  g iven  to you r  domest ic  agri- 
cu l tu re  in this  context?  

BLUMENTHAL: First  of all, I 
th ink  w e  m u s t  admi t  tha t  in the  
field of ag r i cu l tu re  all of us  h a v e  
been  at va r ious  t imes  fo l lowing 
policies tha t  are not  ful ly  in ac- 
co rdance  wi th  l iberal  t r ade  prin-  
ciples. You can s a y  we are  all s in-  
ners  in this field. The  ques t ion  is 
the  deg ree  of s in  and  w h a t  we  do 
in the future,  r a t he r  than  w h a t  w e  
h a v e  done in the  past.  T h e r e  a re  
some  v e r y  impor tan t  points  tha t  
should  be  r e m e m b e r e d  as  we  look 
for m e a n s  to i nc rease  t rade  in th is  
area. 

In the United States we have 
learned, and we have learned very 
painfully that a fixed price or a law 
cannot control agricultural produc- 
tion. Therefore, when we have 
guaranteed prices to our farmers 
we have always guaranteed them 
for a certain quantity or a certain 
l imited production in t e rms  of area.  
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W e  h a v e  a l w a y s  told t h e m  t h a t  if 
we  g i v e  t h e m  a c e r t a i n  p r i c e  g u a r -  
a n t e e  t h e y  m u s t  cu t  t he i r  p r o d u c -  
t ion,  t h e y  m u s t  l imi t  t h e  a c r e a g e  on  
wh ich  t h e y  g r o w  the i r  p r o d u c t i o n ,  
t h e y  m u s t  u n d e r t a k e  c e r t a i n  obli-  
g a t i o n s  to t a k e  l and  ou t  of  p ro -  
duc t i on .  

W h a t  w e  a r e  w o r r i e d  a b o u t  in  
the  C o m m u n i t y  is t h a t  t h e  com-  
m o n  a g r i c u l t u r a l  p o l i c y  in m a n y  
a r e a s  d o e s  n o t  h a v e  th i s  e l e m e n t .  
It h a s  a r e l a t i v e l y  h i g h  p r i c e  pol -  
i cy  w h i c h  is g u a r a n t e e d  to  al l  f a rm-  
ers ,  for  a n y  p r o d u c t i o n  t h e y  c a n  
g row.  A n d  it h a s  t ha t  g u a r a n t e e  b y  
m e a n s  of w h a t  w e  c o n s i d e r  to be  
an  a b s o l u t e  p r o t e c t i o n  a t  t h e  bor -  
der,  n a m e l y  t h e  v a r i a b l e  l e v y ,  
wh ich  d o e s  n o t  r e a l l y  a l l ow  o t h e r s  
to c o m p e t e  on  a p r i c e  ba s i s .  A n d  
f u r t h e r m o r e  it  h a s  in  i t  t h e  pos s i -  
b i l i ty  for  w h a t  is  ca t t ed  r e s t i t u t i o n  
p a y m e n t s  a n d  w h a t  w e  c o n s i d e r  to 
be  e x p o r t  s u b s i d i e s ,  w h e r e b y  su r -  
p l u s e s  c r e a t e d  t h r o u g h  a h i g h  
p r i c e  cart  be  so ld  in t h i r d  m a r k e t s  
in c o m p e t i t i o n  w i t h  o t h e r  e f f i c i en t  
p r o d u c e r s .  

T h a t  is  w h a t  w o r r i e s  us ,  b e c a u s e  
w e  fee l  t ha t  w i t h  h i g h  p r i c e s  
in t h e  C o m m u n i t y  g u a r a n t e e d  
for w h a t e v e r  t h e  f a r m e r  c a n  de-  
l i ve r  it wi l l  c e r t a i n l y  m e a n  t h a t  
y o u  wil l  h a v e  s u r p l u s e s .  A n d  th i s  
wil l  mea .n  n o t  o n l y  t h a t  w e  do no t  
h a v e  a c h a n c e  to c o m p e t e  in y o u r  
m a r k e t ,  b e c a u s e  of t h e  v a r i a b l e  
l evy ,  bu t  a l so  t h a t  t h e r e  is a d a n -  
ge r  in  t h i rd  m a r k e t s .  

I wi l l  g i v e  y o u  o n e  e x a m p l e :  
t ha t  is w h a t  h a s  n o w  h a p p e n e d  in 
t h e  f a m o u s  c a s e  of pou l t r y .  W e  
no t  o n l y  h a v e  los t  o u r  m a r k e t  for 
b r o i l e r s  in t h e  EEC i n c l u d i n g  Ger -  
m a n y  p a r t i c u l a r l y ,  b u t  t he  h i g h  
p r i c e  a n d  t h e  v a r i a b l e  l e v y  h a s  
r e s u l t e d  in a s i t u a t i o n  in  t h e  C o m -  
m o n  M a r k e t  w h e r e b y  t h e r e  h a v e  
b e e n  e x p o r t s  w i t h  a h e a v y  s u b s i d y  
f rom EEC c o u n t r i e s  in to  such  o t h e r  
c o u n t r i e s  as  S w i t z e r l a n d ,  A u s t r i a ,  
e v e n  as  fa r  a w a y  as  J a p a n .  T h a t  is 
t h e  probl ,em.  Now,  o n e  of  t h e  p o i n t s  
t h a t  w e  m u s t  d i s c u s s  in t h e  K e n -  
n e d y  R o u n d  a n d  t h a t  w e  a r e  dis-  
c u s s i n g  is  h o w  to m a k e  c o m m i t -  
m e n t s  a b o u t  i n t e r n a l  po l i c i e s ,  be -  
c a u s e  in c a s e s  Iike t h i s  i n t e r n a l  
p o l i c i e s  c l e a r l y  h a v e  a v i t a l  e f fec t  
on  t r ade .  

I N T E R E C O N O M t C S :  C a n  y o u  te l l  
u s  y e t  w h a t  c o n c e s s i o n s  y o u  ex-  
p e c t  f r om the  C o m m o n  M a r k e t ?  

BLUMENTHAL: I d o  n o t  t h i n k  
t h a t  y o u  c a n  q u a n t i f y  th i s  at  th i s  

t i m e  for  o n e  v e r y  g o o d  r e a s o n :  
t h e  EEC, for r e a s o n s  t h a t  y o u  
k n o w  a b o u t ,  is t h e  o n t y  m a j o r  
t r a d e r  w h i c h  h a s  n o t  y e t  m a d e  a n y  
o f fe r s  in a g r i c u l t u r e .  If y o u  do n o t  
h a v e  c o n c r e t e  o f fe r s  it is v e r y  
h a r d  to te l l  w h a t  m o r e  y o u  w a n t  
o r  w h e t h e r  w h a t  y o u  g e t  is  suf f i -  
c ien t .  But  t c a n  g i v e  y o u  a g e n e r a l  
c o m m e n t :  W e  w o u l d  l ike  to h a v e  
a r e s u l t  in a g r i c u l t u r e ,  w h e r e b y  
w e  c a n  s e e  t w o  t h i n g s .  F i r s t ,  
w e  w o u l d  l ike  to s e e  l imi t s  on  t h e  
d e g r e e  of  s u b s i d i z a t i o n  a n d  p ro -  
t e c t i o n i s m  a r o u n d  t he  w o r l d  on 
t h e  p a r t  of  a 11 c o u n t r i e s .  N o t  j u s t  
t h e  EEC, b u t  t h e  Br i t i sh ,  t h e  J a p a -  
ne se ,  a n d  w e  o u r s e l v e s  m i g h t  
m a k e  s i m i l a r  c o m m i t m e n t s .  S e c -  
o n d l y ,  w e  w a n t  to h a v e  a n  op-  
p o r t u n i t y  to m a i n t a i n  o u r  p r e s e n t  
s h a r e  of  t h i r d - c o u n t r y  m a r k e t s  a n d  
to c o m p e t e  (not  a g u a r a n t e e ,  
we  do n o t  w a n t  a n y  g u a r a n t e e s ,  
b u t  a n  o p p o r t u n i t y  to  c o m p e t e )  for  
a s h a r e  of  t h e  g r o w t h ,  b e c a u s e  w e  
t h i n k  w e  a r e  e f f i c i e n t  p r o d u c e r s  
w i t h o u t  s u b s i d i e s .  It  is v e r y  im-  
p o r t a n t  for  t he  U n i t e d  S ta tes ,  be-  
c a u s e  a b o u t  20 - -  25 ~ ( i n v o l v i n g  
s o m e  f ive  or  s i x  b i l l ion  do l l a r s  
each  yea r )  of  ou r  e x p o r t s  is in 
a g r i c u l t u r a l  c o m m o d i t i e s .  It  is of 
c o u r s e  e v e n  m o r e  i m p o r t a n t  to 
c o u n t r i e s  l i ke  N e w  Z e a l a n d  w h e r e  
p e r h a p s  90 ~ of e x p o r t s  is in agr i -  
c u l t u r a l  p r o d u c t s ,  or  for  A u s t r a l i a ,  
or  for  such  E u r o p e a n  c o u n t r i e s  as 
D e n m a r k ,  or  for  such  d e v e l o p i n g  
c o u n t r i e s  as  A r g e n t i n a .  T h i s  is w h a t  
we  h o p e  to a c c o m p l i s h .  W e  will  
c e r t a i n l y  be  p r e p a r e d  to m a k e  s im-  
i la r  o f fe r s  a b o u t  o u r  m a r k e t  a n d  
to u n d e r t a k e  c o m m i t m e n t s  s i m i l a r  
to t h o s e  w e  a r e  a s k i n g  o t h e r s  to 
u n d e r t a k e .  N o w ,  w e  h a v e  p u t  ou r  
o f fe rs  on  t h e  tab le .  W e  a r e  r e a d y .  
W e  hope ,  now,  p a r t i c u l a r l y  a f t e r  
t he  B r u s s e l s  a g r e e m e n t ,  t h a t  t h e  
EEC will  s o o n  b e  r e a d y ,  a n d  t h e n  
a l i t t le  l a t e r  p e r h a p s  w e  c a n  c o m e  
back  to y o u r  q u e s t i o n  a n d  g i v e  y o u  
an  a n s w e r ,  wh.en w e  k n o w  t h e s e  
facts .  

I N T E R E C O N O M f C S :  You  h a v e  
j u s t  i n t r o d u c e d  t h e  w o r d  " c o m p e -  
t i t ion"  in to  t h e  d i s c u s s i o n .  It  h a s  
o f t en  b e e n  sa id  t h a t  w h a t  ag r i cu l -  
t u re  is to t he  US, i n d u s t r y  is to 
the  C o m m o n  M a r k e t .  The re ,  too, 
the  c o m p e t i t i o n  a r g u m e n t  is u s e d  
- - a n d ,  t he r e fo r e ,  it  c a n  be  sa id  
o v e r  a n d  o v e r  a g a i n :  A m e r i -  
c an  i m p o r t  p r a c t i c e  is, a f t e r  all, 
no t  r e a l l y  so  v e r y  l ibera l !  A per -  
t i n e n t  e x a m p l e :  the  A m e r i c a n  Sel- 
l ing  P r i ce  S y s t e m  for chemica l  
p r o d u c t s .  S u r e l y  o n e  is j u s t i f i e d  in 

r a i s i n g  t h e s e  q u e r i e s ?  W h a t  d o e s  
t he  U n i t e d  S t a t e s  r e q u i r e  in r e t u r n  
for m a k i n g  c o n c e s s i o n s  in  th i s  
f ie ld?  

BLUMENTHAL: I t h i n k  y o u  r e a l l y  
a r e  a s k i n g  two  q u e s t i o n s  in  o n e  
a n d  I wil l  t r y  to a n s w e r  b o t h  of  
t h e m ,  o n e  a f t e r  t h e  o ther .  T h e  f i r s t  
o n e  is: a r e  w e  l i be ra l  o r  m o r e  l ib-  
eral ,  g e n e r a l l y  s p e a k i n g ,  t h a n  o t h e r  
c o u n t r i e s  in  t h e  i n d u s t r i a l  f ie ld  a n d  
i f  ne t ,  w h a t  a r e  w e  p r e p a r e d  to do  
a b o u t  it? A n d  t h e  s e c o n d  q u e s t i o n  
is  s p e c i f i c a l l y  a b o u t  t he  A m e r i c a n  
S e l l i n g  Pr ice .  

O n  t h e  f i r s t  q u e s t i o n  I t h i n k  t h a t  
w e  h a v e  s o m e  a r e a s  in  w h i c h  o u r  
p r o t e c t i o n  is q u i t e  h igh ,  a n d  w e  
h a v e  s o m e  p r a c t i c e s  w h i c h  c o u l d  
n o t  be  c h a r a c t e r i z e d  as  l ibera l .  W e ,  
h o w e v e r ,  fee l  t h a t  o t h e r  count r i , es  
a r e  no t  e n t i r e l y  i n n o c e n t  e i t he r .  
A n d  t h a t  t h e r e  a r e  . s imi lar  a r e a s  
of  r e l a t i v e l y  h i g h  p r o t e c t i o n  o r  
s i m i l a r  i n s t a n c e s  of  i l l ibera l  p r a c -  
t i ces  in t h e  c a s e  of  o t h e r  c o u n t r i e s .  
T h a t  is n o r m a l  b e c a u s e  s o m e  in-  
d u s t r i e s  a r e  l e s s  e f f ic ien t .  T h e r e  
a r e  h i s t o r i c a l  r e a s o n s  for it, t h e r e  
a r e  po l i t i c a l  r e a s o n s  a n d  s o c i a l  r e a -  
s o n s  for  it ;  it w o u l d  be  v e r y  s u r -  
p r i s i n g  if t h a t  w e r e  n o t  t h e  ca se .  
T h a t  is w h a t  t h e  K e n n e d y  R o u n d  
is  for. A n d  of  c o u r s e  w e  a r e  r e a d y  
to n e g o t i a t e .  In  fact ,  w h e n  y o u  l o o k  
a t  t h e  c o m p a r i s o n  o f  a v e r a g e  t a r i f f  
l eve l s ,  w h e r e  y o n  h a v e  to b e  v e r y  
c a r e f u l  a b o u t  w h a t  f i g u r e s  y o u  u se ,  
y o u  f ind  tha t ,  g e n e r a l l y  s p e a k i n g ,  
on  a n  a v e r a g e  b a s i s  t he  t a r i f f  l e v e t s  
of  the  EEC a n d  of  t h e  U n i t e d  S t a t e s  
a r e  n o t  so  d i f f e r en t .  It is  t r u e  t h a t  
t h e r e  a r e  s o m e  a r e a s  in w h i c h  w e  
a r e  v e r y  m u c h  h i g h e r .  O n  t he  o t h e r  
h a n d  in  o t h e r s  w e  a r e  q u i t e  low.  
But  o n  t h e  a v e r a g e  w e  a re  a b o u t  
t h e  s a m e .  

I N T E R E C O N O M I C S :  Yes  t h i s  
p o i n t  is o f t e n  e x a m i n e d  f r o m  a 
d i f f e r en t  p o i n t  of  v i ew .  H e r e  is a 
t ab le  p u t  t o g e t h e r  b y  Prof .  Be l a  
Ba l a s sa .  w h i c h  s h o w s  b o t h  n o m i n a l  
a n d  e f f e c t i v e  tar i f fs .  Th i s  t ab le  s u p -  
p o r t s  y o u r  t h e s i s  s t r o n g l y .  

BLUMENTHAL: T h e  be s t  t h i n g  I 
c a n  do is to c i te  w h a t  we  t h i n k  is 
a v e r y  fair ,  o b j e c t i v e  a n a l y s i s  ~ 
m a d e  b y  t h e  C o m m i t t e e  for  Eco-  
omic  D e v e l o p m e n t ,  w h i c h  is a pr i -  
v a t e  o r g a n i z a t i o n  in  t h e  USA.  T h i s  
a n a l y s i s  s h o w s  a n u m b e r  of  d i f fe r -  
e n t  w a y s  of c a l c u l a t i n g  a v e r a g e  
tar i f fs .  W e  c a n  p ick  a w a y  w h i c h  
m a k e s  u s  l o o k  v e r y  good,  s o m e -  

t Committee for Economic Development: 
Trade Negotiations for a Better Free World 
Economy. New York 1964. 
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b o d y  e l s e  c an  p ick  a w a y  w h i c h  
m a k e s  us  l o o k  v e r y  bad.  But  t he  
c o n c l u s i o n  of th i s  c o m m i t t e e  is t h a t  
if y o u  l o o k  at  the  d i f f e r en t  w a y s  
of c a l c u l a t i n g  t h e s e  th ings ,  if y o u  
t a k e  s i m p l e  a v e r a g e s ,  if y o u  t a k e  
w e i g h t e d  a v e r a g e s ,  if y o u  t a k e  ef- 
f e c t i v e  ones ,  if y o u  w e i g h t  t h e m  b y  
y o u r  o w n  t rade ,  b y  s o m e b o d y  e l s e ' s  
t r ade ,  a l l  so r t  of d i f f e r e n t  w a y s ,  
g e n e r a l l y  s p e a k i n g  the l e v e l s  a r e  
a b o u t  tire s ame .  

S e c o n d l y ,  w e  h a v e  p a r t i c u l a r  
a r e a s  w h e r e  w e  h a v e  s o m e  non-  
t a r i f f  b a r r i e r s .  A m e r i c a n  S e l l i n g  
P r i c e  is one  e x a m p l e .  O t h e r  coun-  
t r i e s  h a v e  o t h e r  e x a m p l e s .  Let  m e  
g i v e  y o u  c a s e s  in  po in t :  Y ou  can-  
no t  impor t ,  e x c e p t  u n d e r  quo ta ,  
a n y  coa l  f rom the  U n i t e d  S t a t e s  
in to  c e r t a i n  a r e a s  of t h e  C o m m u -  
n i ty .  Let  me  g i v e  y o u  a n o t h e r  ex -  
a m p l e :  T h e r e  is a t a x  s y s t e m  in 
e f fec t  for a u t o m o b i l e s  in c e r t a i n  
c o u n t r i e s  of the  Communi . t y  w h i c h  
h a s  a h i g h l y  r e s t r i c t i v e  effect .  Le t  
m e  g i v e  y o u  a t h i r d  e x a m p l e :  T h e r e  
a r e  r e s t r i c t i o n s  on  a d v e r t i s i n g  of 
c e r t a i n  p r o d u c t s .  I am t h i n k i n g  of 
W h i s k e y  as  an  e x a m p l e ;  a d v e r t i s i n g  
r e s t r i c t i o n s  h a v e  a v e r y  p r o t e c t i v e  

e f fec t  on  t he  s a l e  of W h i s k e y  as  
c o m p a r e d  to o t h e r  c o m p e t i n g  s p i r i t s  
in  c e r t a i n  c o u n t r i e s  of the  C o m m u -  
n i ty .  I c a n  g i v e  y o u  s i m i l a r  ex-  
a m p l e s  for the  U n i t e d  K i n g d o m ,  or  
s i m i l a r  e x a m p l e s  for J a p a n  or  for 
the  EFTA c o u n t r i e s .  W h a t  I a m  
t r y i n g  to s a y  is t h a t  t h e r e  a r e  ce r -  
t a i n  a r e a s  in  w h i c h  each  c o u n t r y  
ha s  p r a c t i c e s  of t h i s  k ind ,  a n d  w e  
a l so  do. A n d  one  of t h e m  is 
A m e r i c a n  S e l l i n g  Pr ice .  N o w ,  w e  
a g r e e d  in t h e  K e n n e d y  R o u n d  t h a t  
w e  m u s t  d e a l  n o t  o n l y  w i t h  tar i f fs ,  
b u t  a l so  w i t h  t h e s e  n o n - t a r i f f  p rob -  
l ems .  In  t h e s e  m a t t e r s  no  c o u n t r y  
w i l l  u n i l a t e r a l l y  m a k e  c o n c e s s i o n s .  
T h e r e  h a v e  to  be  c o n c e s s i o n s  of 
t h e  o t h e r  s ide .  A n d  t h a t  is  n o w  
u n d e r  a c t i v e  n e g o t i a t i o n .  So, w e  
a r e  c e r t a i n l y  p r e p a r e d  to c o n s i d e r  
the  c o n c e r n s  of  o t h e r  c o u n t r i e s  
a n d  to m a k e  an  e f for t  in  t h e  c a s e  

of A m e r i c a n  S e l l i n g  Pr ice .  But  n o w  

w e  a l s o  h o p e  t h a t  ou r  p a r t n e r s ,  

i n c l u d i n g  t h e  EEC, w i l l  g i v e  s imi -  

l a r  e v i d e n c e  of t h e i r  w i l l i n g n e s s  to  

p r o v i d e  a ful l  qu id  p ro  quo for 

w h a t  w e  m i g h t  be  a b l e  to  do in  

th i s  a r e a  a n d  in  t he  o t h e r  a r e a s  

w h e r e  t h e y  h a v e  s o m e  p r o b l e m s ,  

I N T E R E C O N O M I C S :  T h e  U n i t e d  
S t a t e s  is  p u t t i n g  a g r e a t  d e a l  of 
e m p h a s i s  u p o n  J u n e  30, 1967. This ,  
of c o u r s e ,  is  w h e n  the  P r e s i d e n t ' s  
s p e c i a l  p o w e r s  exp i r e .  W e  m i g h t  
w e l i  a s k  o u r s e l v e s  th i s  q u e s t i o n :  
If, on  t he  o n e  hand ,  t he  U n i t e d  
S t a t e s  h a v e  such a n  i n t e r e s t  in  the  
s u c c e s s  of t he  K e n n e d y  R o u n d  and  
if, on  t he  o t h e r  hand ,  t h e  t e c h n i c a l  
d i f f i c u l t i e s  a r e  so g r e a t  t h a t  t h i s  
c a n n o t  be  a c c o m p l i s h e d  b y  t h a t  
da te ,  w o u l d  no t  C o n g r e s s  h a v e  to 
a g r e e  to a n  e x t e n s i o n  of t h e  s p e c i a l  
n e g o t i a t i n g  p o w e r s ?  Is t h i s  w r o n g ?  
Or  w h a t  a r e  the  c r u c i a l  f a c t o r s  

h e r e ?  

BLUMENTHAL: I t h i n k  it  is v e r y  
d i f f i c u l t  to s a y  w h a t  t he  C o n g r e s s  
w o u l d  do in  1967 if t he  P r e s i d e n t  
w o u l d  h a v e  to  a s k  for a r e n e w a l  
of t h e  p o w e r s .  T h e r e i n  l i e s  t he  p rob-  
l e m :  W e  do no t  k n o w .  But w e  
m u s t  n o t  c lo se  ou r  e y e s  to t h e  fac t  
t h a t  t h e  u n c e r t a i n t y  is v e r y  g r e a t  
a n d  t h a t  t he  dang,ers  of h a v i n g  to 
go  to t he  C o n g r e s s  a r e  s u b s t a n t i a l .  
1967 is a d i f f e r e n t  y e a r  f r o m  1962. 
A n d  in 1962 the  C o n g r e s s  g a v e  un-  
p r e c e d e n t e d  p o w e r s  in  t he  T r a d e  
E x p a n s i o n  Act ,  p o w e r s  g r e a t e r  t h a n  

Nominal  and Effective Tariff Rates of Major Industrial Countries (1962) 

United States i Common Market United Kingdom [ Sweden ! Japan 

nominal effective i nominal effective nominal effective nominal effective ' nominal! effective 

Thread and yarn 11.7 31.8 2.9 3,6 10.5 27.9 2,2 4.3 2.7 1.4 
Textile fabrics 24.1 50.6 17.6 44.4 20.7 42.2 12.7 33.4 19.7 48.8 
Hosiery 25.6 48.7 I8.6 41,3 25.4 49.7 17.6 42.4 26.0 60.8 
Clothing 25.1 35.9 18.5 25.1 25.5 40.5 14.0 21.1 25,2 42,4 
Other texti le articles 19.0 22.7 22.0 38.8 24.5 42.4 13.0 21.2 14.8 13.0 
Shoes 16.6 25.3 19,9 33.0 24.0 36.2 14.0 22.8 29.5 45,1 
Wood products including furniture 12.8 26.4 15.1 28.6 14.8 25.5 6.8 14.5 19.5 33.9 
Paper and paper products 3.1 0,7 10.3 13,3 6.6 8,1 2.0 --0.7 10,5 12.9 
Printed matter 2.5 2.2 3.3 --0,7 2.7 0.2 0,7 0.0 1.6 --4.2 
Leather 9.6 25,7 7.3 18.3 14.9 34.3 7.0 21.7 19.9 59.0 
Leather goods other than shoes 15.5 24.5 147 24.3 I8.7 26.4 12.2 20.7 23.6 33.6 
Rubber goods 9.3 16.1 15,1 33.6 20.2 43.9 10,8 26.1 12.9 23.6 
Plastic articles 21.0 27.0 20,6 30.0 17.9 30.1 15.0 25.5 24.9 35.5 
Synthetic materials  18.6 33.5 12.0 I7.6 12,7 17.1 7.2 12,9 t9.1 32.1 
Other chemical mater ia l  I2.3 26.6 It ,3 20.5 19.4 39.2 4.5 9.7 12.2 22.6 
Cleaning agents and perfumes i1.2 18,8 13.8 26.7 11.1 11.2 10.9 27.9 26.2 61.5 
Miscel laneous chemical products 12.6 15,6 11.6 I3.1 15.4 16.7 2.5 0.0 16.8 22.9 
Non-metall ic mineral  products 18.2 30.4 13.3 19.8 13.6 20.9 6.0 10.0 I3,5 20.8 
Glass and glass products  18.8 29,3 14.4 20,0 18.5 26.2 13.8 22.6 19,5 27.4 
Pig iron and ferromanganese 1.8 9.3 4.0 --13.8 3.3 17,9 0.0 --0.7 lO.0 54,3 
Ingots and other p r imary  

steel forms 10.6 106.7 6.4 28.9 11.1 98,9 3.8 40.0 13.0 58.9 
Rolling-miI1 products 7.1 --2.2 7.2 10,5 9.5 7.4 5.2 13,2 15.4 29,5 
Other steel products 5.1 0.5 9.9 20.9 17.0 46.8 5,4 9.5 13.4 14.1 
Non-ferrous metals 5,0 I0,6 2.4 5,0 6.6 19.4 0.4 0.6 9,3 27,5 
Metal castings 6.6 10.0 12.4 21.0 16.0 26,9 8.0 34.7 20.0 32.5 
Metal manufactures 14.4 28.5 I4.0 25.6 19,0 35.9 8.4 16,2 18.1 27.7 
Agricul tural  machinery 0.4 --6.9 13,4 19.6 15.4 21.3 10,0 16.0 20.0 29.2 
Non-electrical machinery 11.0 161 10.3 12.2 16.1 21.2 8.8 11.6 16.8 21,4 
Electrical machinery 12.2 18.1 I4.5 215 19,7 30.0 10,7 17.7 18.1 25.3 
Ships 5.5 2.1 0.4 --13.2 2.9 --10.2 0.9 --5.8 13.1 12, I 
Rai lway vehicles 7.0 7.3 11.1 - -  0.2 21.1 33.3 8,7 13.8 15.0 18.5 
Automobiles 6,8 5.1 19,5 36.8 23.1 41.4 14.7 30.5 35.9 75.7 
Bicycles and motorcycles  14.4 26.1 20.9 39.7 22.4 39,2 17.1 35.8 25.0 45,0 
Airplanes 9.2 8.8 10.5 10,8 15.6 t6.7 37  30  15.0 15.9 
Precision instruments 21.4 32.2 13.5 24.2 25.7 44,2 6.6 14.9 23.2 38.5 
Sport goods, toys, jeweIry,  etc. 25.0 41.8 17,9 26.6 22.3 35,6 10.6 16,6 21.6 31.2 

S o u r c e : Bela B a 1 a s s a : Tariff Protection in 
LXXIII (1965}, pp. 573. 

INTERECONOMICS, No. 5, 1966 

Industrial Cotlntrics. An Evaluation. In: The Journal of PoliticaI Economy, Vol, 

9 



we h ad  ever  h ad  before.  If the  
Pres iden t  has  to go to the C o n g r e s s  
to r eques t  a renewal ,  it i nvo lves  
legis la t ion  b y  both  houses .  The re  
a re  435 C o n g r e s s m e n  in one  h o u s e  
and  a h u n d r e d  Senators  in the  
other.  W h a t  t h ey  will do, n o b o d y  
knows .  

Th e re  is an o th e r  point :  it is not  
ce r ta in  tha t  the  act  tha t  wou ld  
e m e r g e  wo u ld  be the  s a m e  l iberal  
act  as we h a v e  had  up to now. A n d  
this could be a rea l ly  se r ious  prob-  
lem. Tha t  is w h y  we  h a v e  sa id  
tha t  we m u s t  do e v e r y t h i n g  pos-  
sible to comple te  the nego t i a t i on  
pr ior  to J u n e  30 of 1967, so tha t  
th is  p rob lem does  not  arise.  W e  
th i n k  it can be done . - -Bu t  if we  do 
not  succeed,  we wi l l - -a l l  of us,  all 
who  w a n t  a success fu l  K e n n e d y  
R o u n d  r e s u l t - - f a c e  a mos t  difficult, 
unce r t a i n  an d  unpred ic t ab l e  si- 
tua t ion .  

]NTERECONOMICS: If we unde r -  
s t an d  you  correct ly,  Mr. A m b a s s a -  
dor, y o u  are  of the  opin ion  tha t  
the  su n  of l ibera l i sm which shone  
u p o n  the  s ta r t  of the  K e n n e d y  
R o u n d  t h r ea t en s  to d i sappea r  and  
tha t  the  dark  c louds  of protect i -  
on i sm  are g a t h e r i n g - - n o t  leas t  in 
y o u r  own count ry .  

BLUMENTHAL: I do not  wan t  to 
g ive  the impres s ion  tha t  t he re  is 
a g rea t  w a v e  of p ro tec t ion i s t  sen-  
t imen t  in the  US. Tha t  would  be 
o v e r s t a t i n g  it cons iderab ly .  W h a t  
I do wan t  to s a y  is t ha t  unde r  our  
s y s t e m  :the P res iden t  get, s his  au-  
t ho r i t y  first and  t hen  nego t ia tes .  
This  differs from the  s y s t e m  in 
m a n y  o ther  count r ies ,  whe re  the  
g o v e r n m e n t  n eg o t i a t e s  first  and  
gets  ra t i f icat ion a f te rwards .  Get- 
t ing  the  Trade  Expans ion  Act  ex- 
t ended  would  rea l ly  m e a n  tha t  
the re  would  be a n o t h e r  oppor tun i ty  
in the  l ight  of the  nego t i a t i on  and  
in the  l ight  of poss ib le  resul ts  for 
the  Co n g re s s  to h a v e  to p ronounce  
itself,  and  it wou ld  m e a n  tha t  the 
o u t c o m e  wou ld  be  unce r t a in .  A n d  
tha t  wou ld  be na tu ra l ,  b e c a u s e o b -  
v i o u s l y  the re  would  be  indus t r i e s  

who  h a v e  some  tears.  But it is j u s t  
the  p rocess  in which our  laws are  
p roposed  and  p a s s e d  tha t  c rea tes  
some  inbui l t  compl ica t ions ,  qui te  
apar t  f rom w h e t h e r  p ro tec t ion i s t  
s en t imen t  t o d a y  is h ighe r  t ha n  it 
w a s  then.  

INTERECONOMICS: So in any 
e v e n t  it wou ld  be be t te r  if t he  Ken-  
n e d y  Round  could  be comple ted  by  
1967. W h a t  do y o u  th ink  of the  
p rospec t s  of comple t ion  in the  l ight  
of .the mos t  r ecen t  dec i s ions  in 
Brusse ls  of 9 . - - 1 1 . 5 .  1966, b y  which 
the  C o m m o n  Ma rke t  coun t r i e s  
h a v e  u n d e r t a k e n  to e x t e nd  to the  
C o m m i s s i o n  the  powers  n e c e s s a r y  
for the  K e n n e d y  Round  negot ia -  
t ions? 

BLUMENTHAL: I th ink  I wou ld  
a n s w e r  you r  ques t ion  v e r y  clear-  
ly  wi th:  yes ,  it is poss ib le  to ge t  a 
good  result ,  a resu l t  in i n d u s t r y  
and  in ag r i cu l tu re  tha t  goes  far be- 
yond  w h a t  ha s  been  a c c ompl i she d  
in the  p r ev ious  negot ia t ions .  

But the t iming  is now  v e r y  tight.  
It requi res  first  of all that  the  Com- 
m u n i t y  does indeed  ove r  the  v e r y  
nex t  few w e e k s  m a k e  the  neces-  
s a ry  dec is ions  in ag r i cu l tu re  and  in 
the  r e m a i n i n g  a reas  of indus t ry .  
For e x a m p l e  w e  still do not  h a v e  
a n y  offers in the  pulp  and  pape r  
field, we  sti l l  do no t  h a v e  a n y  f i rm 
offer in the  field of a luminum.  
These  dec is ions  and  the  agr icu l tur -  
al decfs ions  m u s t  now  be ma de  
v e r y  quickly. If we  can  get  tha t  
and  if we  t h e n  are able to nego t i a t e  
unde r  rea l ly  v e r y  t ight  t ime  re- 
qu i r emen t s  wi th  the  speed  of the  
nego t i a t ions  v e r y  much  accelera ted ,  
t hen  I do not  .see a n y  reason  w h y  
we  canno t  comple te  the  negot ia -  
t ion in good time. One  can  a l r eady  
see  in m a n y  areas  the  out l ine  of 
a g r e e m e n t s  on the horizon.  One  
can  see  a t iny  l iqht  at  the end  of 
the tunnel .  1 .see no r e a son  why,  
if we  rea l ly  work  hard,  we canno t  
t ravel  t h r o u g h  the  tunne l  and be 
out  in the  dayl ight .  It is go ing  to 
be difficult a nd  t he r e  will  be some  
t ense  momen t s .  But it can  be  done. 

I w a n t  to m a k e  one  f inal  po in t  
abou t  w h y  it m u s t  be done,  and  
w h y  we  mus t  all work  hard.  It is 
not  on ly  b e c a u s e  we h a p p e n  to 
h a v e  a p rob lem wi th  the  a u t h o r i t y  
from the  Congress :  it is also be- 
c a use  the  nego ' t ia t ion as  a who le  
has  now gone  on for m o r e  than  
th ree  yea rs .  W e  are  n o w  in the  
four th  year .  A n d  w h e r e a s  a nego-  
t ia t ion which is so ambi t ious  does  
of c ou r se  take  a long  t ime  and  re- 
qu i res  much pa t i ence  and  careful  
p repara t ion ,  there  comes  a point  
w he n  dec is ions  are  e i ther  ma de  or 
t h e y  are  no t  ma de  and  c a nno t  be 
ma de  later.  Count r i e s  will not  
spend ten  or s e v e n  ye a r s  s i t t ing in 
G e n e v a  to nego t i a t e  on t rade  mat-  
ters. The  de ve lop ing  count r ies  w ho  
h a v e  be e n  wa i t ing  for so long will 
no t  wai t  for ever,  and  this  is un-  
de r s tandab le .  The re  a re  se r ious  
p rob lems  in Europe, wi th  the  in- 
c r e a s ing  d i sc r imina t ion  b e t w e e n  
the EFTA coun t r i e s  and  the  EEC 
countr ies .  By n e x t  y e a r  tha t  .dis- 
c r imina t ion  m a y  be aImost  com- 
plete,  and  the  K e n n e d y  Round re- 
sui ts  wou ld  be  a m e a n s  of reduc-  
ing the  bar r ie rs  b e t w e e n  the  
va r ious  g roups  in Europe. 

All this  is v e r y  impor t an t  and 
it has  to be  done now, and  I th ink  
that  the  m o m e n t  is rap id ly  be ing  
reached w h e r e  if it is not  done  
now, it will n e v e r  be done. This  is 
an  apprec ia t ion  of the  gene ra l  sit- 
ua t ion,  bu t  we  feel v e r y  much in 
the air tha t  the  m o m e n t  for deci- 
s ion is coming  one  w a y  or the  
other. A n d  tha t  is w h y  we h a v e  
said before.  This  is the  y e a r  of de- 
cision. Not  to decide is to decide 
to fail. 

*) Erratum :--Prof. Dr. a te  $ik is 
Chairman of the Committee for the 
Planning and Administration of the 
Economy in Czechoslovakia and not 
--as had Been published--of the 
KP(2 (Czech Communist Party). See 
Interview with Prof. Dr. ate ~ik: 
"Rapprochement of the Economic 
Systems in Eastern and Western 
Europe?" In: 1NTERECONOMICS, 
No. 2, February 1966, pp. 4. 
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