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I t has "been f i f t e e n months s i n c e I had the p r i v i l e g e 
o f meeting w i t h t h i s C o u n c i l . I n t h a t p e r i o d Western Europe 
has made t r u l y amazing progress i n r e s t o r i n g i t s i n d u s t r i a l 
and a g r i c u l t u r a l p r o d u c t i o n . That progress i s the r e s u l t 
o f work, hard work, on the p a r t of m i l l i o n s of Europeans. 
That i s the human s t o r y "behind the c o l d s t a t i s t i c s of 
p r o d u c t i o n i n c r e a s e s . 

We applaud the success of your e f f o r t s * V/e i n the 
Economic Cooperation A d m i n i s t r a t i o n , and you i n the 
O r g a n i s a t i o n f o r European Economic Cooperation, have come 
to know each other w e l l . Through working w i t h you toward 
our common o b j e c t i v e s v/e have come to hold the O.E.E.C. 
i n h i g h esteem, and our f e e l i n g toward i t s members i s 
one of deep f r i e n d l i n e s s . I am d e l i g h t e d to be here, 
and I am pleased to note the presence of the r e p r e s e n ­
t a t i v e s of the German R e p u b l i c as f u l l p a r t n e r s i n your 
O r g a n i s a t i o n . I t i s as an admiring f r i e n d o f the O.E.E.C. 
th a t I speak to you to-day. 

Since 1947, v/e have confounded both the communists 
and the other c y n i c s by p r o v i n g , f i r s t , t hat t o g e t h e r 
we c o u l d s u c c e s f u l l y s t a r t economic recovery i n Western 
Europe, and, second, t h a t we could j o i n i n l a y i n g the 
f o u n d a t i o n f o r s e c u r i t y a g a i n s t a t t a c k upon our a t l a n t i c 
community. We have seen a n x i e t y g i v e way to hope. To-day 
I an a s k i n g you to t u r n hope i n t o confidence. 

The European Recovery Programme i s now approaching 
the half-way mark. The time has come to c o n s i d e r c a r e ­
f u l l y what more must be done to h o l d the ground a l r e a d y 
gained and to assure the f u r t h e r progress t h a t i s v i t a l l y 
needed. We must now devote our f u l l e s t energies to two 
major t a s k s . These t a s k s a r e : f i r s t , to balance E u r o p e ! s 
d o l l a r accounts so t h a t Europe can buy the raw m a t e r i a l s 
and other items which mean employment and b e t t e r l i v i n g . 
The second - and to say t h i s i s why I am here - i s to 
move ahead on a f a r - r e a c h i n g programme to b u i l d i n 
Western Europe a more dynamic, expanding economy which 
w i l l promise steady improvement i n the c o n d i t i o n s of l i f e 
f o r a l l i t s people. T h i s , I b e l i e v e , means n o t h i n g l e s s 
than an i n t e g r a t i o n of the Western European economy. 

The f i r s t of these t a s k s can be achieved o n l y through 
vigor o u s and e f f e c t i v e a c t i o n by t h i s o r g a n i s a t i o n and by 
every p a r t i c i p a t i n g government. Unless d o l l a r earnings 
r i s e d r a m a t i c a l l y between now and June 1952, Europe's trade 
w i t h the Americas w i l l have to be balanced at so low 
a l e v e l t h a t i t w i l l s p e l l d i s a s t e r f o r . y o u and d i f f i c u l t i e s 
f o r us. The re-adjustment of exchange r a t e s which occured 
i n September paves the way f o r a l a r g e r expansion of d o l l a r 
e arnings, but d e v a l u a t i o n by i t s e l f i s o b v i o u s l y not 
enough. 

I want b r i e f l y to mention two s p e c i f i c f i e l d s of 
a c t i o n which seem to me e s p e c i a l l y r e l e v a n t to t h i s 
o b j e c t i v e P One concerns domestic f i s c a l p o l i c y . As was c l e a r l y 
f o r e s e en by your governments, d e v a l u a t i o n , e s s e n t i a l though 
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i t was9 gave new impetus to i n f l a t i o n . I f , as a r e s u l t , 
the past year's e f f o r t s at s t a b i l i s a t i o n are undone and 
your cos t s and p r i c e s are allowed to r i s e , the p o t e n t i a l 
b e n e f i t s i n d o l l a r earnings w i l l never be r e a l i s e d . T h i s 
should not be allowed to happen. Unpleasant though i t 
may be, a c t i o n - p a r t i c u l a r l y budgetary a c t i o n - to prevent 
i n f l a t i o n i s i m p e r a t i v e . 

The other f i e l d of a c t i o n I have i n mind i s the pro­
v i s i o n of d i r e c t i n c e n t i v e to p r i v a t e e x p o r t e r s . P r a c ­
t i c a l l y a l l Europe's exports are f u r n i s h e d by p r i v a t e 
producers. Governments may set t a r g e t s ; they may exhort, 
but unless s a l e s i n d o l l a r markets b r i n g adequate r e ­
wards to s e l l e r s , the great e f f o r t r e q u i r e d to enter and 
h o l d these markets w i l l never be made. 

Urgent as I regard the f i r s t major task - t h a t of 
b a l a n c i n g Europe's trade w i t h the d o l l a r area. - i t s 
performance w i l l not be meaningful unless we have come 
to g r i p s w i t h our second task - the b u i l d i n g of an ex­
panding economy i n Western Europe through economic 
i n t e g r a t i o n . The substance of such i n t e g r a t i o n would be 
the f o r m a t i o n of a s i n g l e l a r g e market w i t h i n which 
q u a n t i t a t i v e r e s t r i c t i o n s on the movement of goods, mo­
n e t a r y b a r r i e r s to the f l o w of payments, and, e v e n t u a l l y , 
a l l t a r i f f s are permanently swept away* The fr.ce t h a t 
we have i n the U n i t e d S t a t e s a s i n g l e market of 150 
m i l l i o n consumers has been i n d i s p e n s a b l e to the s t r e n g t h 
and e f f i c i e n c y of our economy. The c r e a t i o n of a per­
manent, f r e e l y t r a d i n g a r e a , comprising 270 m i l l i o n 
consumers i n Western Europe would have a m u l t i t u d e of 
h e l p f u l consequences. I t would a c c e l e r a t e the development 
of l a r g e s c a l e , low cost p r o d u c t i o n i n d u s t r i e s . I t would 
make the e f f e c t i v e use of a l l resources e a s i e r , the 
s t i f l i n g of h e a l t h y c o m p e t i t i o n more d i f f i c u l t . 

O b v i ously, such a step would not change the p h y s i c a l 
s t r u c t u r e of European i n d u s t r y , or v a s t l y i n c r e a s e 
p r o d u c t i v i t y o v e r n i g h t , but the massive change i n the 
economic environment would, I am convinced, s e t i n motion 
a r a p i d growth i n p r o d u c t i v i t y . T h i s would make i t 
p o s s i b l e f o r Europe to improve i t s c o m p e t i t i v e p o s i t i o n 
i n the world and thus more n e a r l y s a t i s f y the e x p e c t a t i o n s 
and needs of i t s peoples, T h i s i s a v i t a l o b j e c t i v e . I t 
was t o t h i s t h a t s e c r e t a r y M a r s h a l l pointed i n the 
speech which sparked Europe to new hope and new endeavour. 
I t was on t h i s promise t h a t the Congress of the U n i t e d 
S t a t e s enacted the E.C.A. A c t . T h i s g o a l k i s embodied 
i n the convention of the O.E.E.C. 

I know t h a t the d i f f i c u l t i e s which stand i n the way 
of i t s achievement w i l l s p r i n g a l l too r e a d i l y to mind, 
but before i n t e g r a t i o n i s d i s m i s s e d as a merely romantic 
p o s s i b i l i t y , too remote to have any bearing on p r a c t i c a l , 
immediate d e c i s i o n s , I i n v i t e you to weigh the a l t e r n a t i v e . 

Even assuming b r i l l i a n t success i n overcoming the 
dolla.r d e f i c i t i n the next two y e a r s , the end of E.R.P. 
i n 1952 w i l l at best leave Europe i n only a p r e c a r i o u s 
balance w i t h the d o l l a r a r e a . Monetary r e s e r v e s v / i l l be 
inadequate, and i t i s p l a i n t h a t d o l l a r shortages w i l l 
r e c u r i n one c o u n t r y or another the f i r s t time the European 



economy i s s u b j e c t e d t o s e r i o u s p r e s s u r e . In the absence 
o f i n t e g r a t i o n , n a t i o n s would each s e p a r a t e l y t r y to 
p r o t e c t t h e i r d o l l a r r e s e r v e s , They would attempt to 
earn d o l l a r s from each other by r e s t r i c t i n g i m p o r t s . 
The v i c i o u s c y c l e of economic n a t i o n a l i s m would again be 
set i n motion. 

The consequences would be the cumulative narrowing of 
markets, the f u r t h e r growth of high c o s t p r o t e c t e d i n ­
d u s t r i e s , the mushrooming of r e s t r i c t i v e c o n t r o l s , and 
the shrinkage of t r a d e i n t o the p r i m i t i v e p a t t e r n of 
b i l a t e r a l b a r t e r . T h i s course s p e l l s d i s a s t e r f o r n a t i o n s 
and poverty f o r people. T h i s i s why i n t e g r a t i o n i s not 
j u s t an i d e a l , i t i s a p r a c t i c a l n e c e s s i t y . T h i s being 
so, i t i s your job to devi s e and put i n t o e f f e c t your 
own programme. to- a,ccomplish t h i s purpose - j u s t as i t was 
your r e s p o n s i b i l i t y , which you c a r r i e d out so a b l y , to 
take s e c r e t a r y M a r s h a l l ' s o r i g i n a l suggestion and give 
i t l i f e and b r e a t h . 

I n a programme designed to accomplish e f f e c t i v e and 
l a s t i n g i n t e g r a t i o n , c e r t a i n fundamental requirements 
suggest themselves. F i r s t , means must be found to b r i n g 
about a s u b s t a n t i a l measure of cr o r d i n a t i o n of n a t i o n a l 
f i s c a l and monetary p o l i c i e s . Trade and payments cannot 
lon g continue f r e e among c o u n t r i e s i n which there are 
w i d e l y d i v e r g e n t degrees of i n f l a t i o n a r y , or d e - f l a t i o n a r y , 
p r e s s u r e . The development of such d i f f e r e n c e s i n f i n a n c i a l 
p r e s s u r e s among d i f f e r e n t c o u n t r i e s w i l l i n e v i t a b l y 
f o r c e the r e i m p o s i t i o n of r e s t r i c t i v e c o n t r o l s . Unless 
i n d i v i d u a l c o u n t r i e s accept the n e c e s s i t y f o r some 
c o - o r d i n a t i o n of domestic f i n a n c i a l p o l i c i e s the pros­
p e c t s f o r e l i m i n a t i n g even the mpst r e s t r i c t i v e types 
of c o n t r o l s over i n t e r n a t i o n a l t r a d e w i l l be dim indeed. 
C o - o r d i n a t i o n of these v i t a l n a t i o n a l p o l i c i e s need not 
r e s u l t i n i d e n t i t y o f p o l i c y . C o - o r d i n a t i o n need only 
go so f a r as to i n s u r e t h a t p o l i c i e s w i l l not diverge so 
d r a s t i c a l l y as to break down the whole s t r u c t u r e of 
European u n i t y , but i t must go at l e a s t t h a t f a r . 

Another e s s e n t i a l of your p l a n , I b e l i e v e , i s th a t 
i t should p r o v i de means f o r necessary exchange r a t e a d j u s t ­
ments, s u b j e c t , of course, to the ge n e r a l s u p e r v i s i o n of 
the internationa.1 monetary fund, where these are the only 
• f e a s i b l e a l t e r n a t i v e s t o imposing d i r e c t exchange c o n t r o l s 
w i t h i n Europe. T h i s i s necessary because there w i l l be 
occasions when, e i t h e r f o r reasons of p o l i c y or as a r e ­
s u l t of circumstances beyond the c o n t r o l of government, 
p r i c e s and c o s t s i n one country w i l l d i v e r g e from those 
i n other c o u n t r i e s too f a r to be brought i n t o l i n e through 
i n t e r n a l f i n a n c i a l measures alone. 

Even when e f f e c t i v e means arc found to co- o r d i n a t e 
f i n a n c i a l p o l i c i e s and to promote needed exchange r a t e 
changes there are s t i l l bound to be temporary d i s t u r b a n c e s 
i n the f l o w of t r a d e and paymeriB between c o u n t r i e s . 
T h e i r whole impact should not be allowed to f a l l upon 
the g o l d and d o l l a r r e s e r v e s of the i n d i v i d u a l c o u n t r i e s . 
I b e l i e v e , t h e r e f o r e , t h a t a t h i r d e s s e n t i a l of any p l a n 
you d e v i s e must be a meajis t o cushion the e f f e c t of 
those i n e v i t a b l e temporary d i s t u r b a n c e s . 



F o u r t h . Means must "be found to i n s u r e t h a t severe 
s t r a i n s arc not imposed upon the maintenance of i n t e g r a t i o n 
through c o n f l i c t i n g commercial p o l i c i e s and p r a c t i c e s . 
Such s t r a i n s might a r i s e from d i g u i s e d "barriers to trade 
w i t h i n an area or from r a d i c a l l y d ivergent p o l i c i e s toward 
e x t e r n a l t r a d e . 

T h i s b r i n g s me to our f i n a l s u g g e s t i o n , which has to 
do w i t h the path by which t h i s g o a l of i n t e g r a t i o n may be 
reached. I have r e p e a t e d l y r e f e r r e d to the c r e a t i o n of a 
s i n g l e European market. Many of the immediate steps t h a t 
need to be taken toward t h i s g o a l can, and w i l l , i n v o l v e 
the whole group of the p a r t i c i p a t i n g c o u n t r i e s . But there 
arc other arrangements, some a l r e a d y i n pr o s p e c t , i n v o l v i n g 
s m a l l e r groups of c o u n t r i e s v/hich, I am convinced, w i l l 
a l s o turn out to be steps toward the same o b j e c t i v e . I do 
not b e l i e v e t h a t any path toward i n t e g r a t i o n should be 
l e f t unexplored. I t seems t o me a b s o l u t e l y e s s e n t i a l that 
arrangements a r r i v e d at w i t h i n groups of two, t h r e e , or 
more c o u n t r i e s should be i n harmony w i t h wider p o s s i b i l i t i e s 
of European u n i t y and sh o u l d , under no circumstance i n v o l v e 
the r a i s i n g of new or h i g h e r b a r r i e r s to trad e w i t h i n 
Europe than a l r e a d y e x i s t . . 

I f e e l , t h e r e f o r e , t h a t , w h i l e p r e s s i n g forward to the 
^ broader o b j e c t i v e of economic i n t e g r a t i o n of a l l the 

p a r t i c i p a t i n g c o u n t r i e s , we should not s l a c k e n our e f f o r t s 
toward establishment of c l o s e economic arrangements w i t h i n 
one or more s m a l l e r groups of c o u n t r i e s - always w i t h the 
i n t e n t i o n t h a t those should c o n t r i b u t e toward, and not be 

^ t u r n e d a g a i n s t , the i n t e g r a t i o n of the whole of Western 
Europe and i t s overseas t e r r i t o r i e s . 

I have made a number of r e f e r e n c e s to the urgency 
of s t a r i n g immediately on t h i s programme of i n t e g r a t i o n . 
My c o n v i c t i o n on t h i s p o i n t i s based, i n the f i r s t p l a c e , 
on the acute r e a l i s a t i o n of the very short time s t i l l 
r emaining during which American a i d w i l l be a v a i l a b l e to 
cushion the i n e v i t a b l e s h ort run d i s l o c a t i o n s which a 
programme of i n t e g r a t i o n w i l l i n v o l v e . 

There i s another v e r y important reason f o r speed. 
The people ajid the Congress of the United S t a t e s , and, 
I am sure, a great m a j o r i t y of the people o f Europe have 
i n s t i n c t i v e l y f e l t t h a t economic i n t e g r a t i o n i s e s s e n t i a l 
i f there i s to be an end to Europe's r e c u r r i n g economic 
c r i s e s . A European programme to t h i s end - one which showed 
r e a l promise of t a k i n g t h i s g r eat forward step s u c c e s s f u l l y , 
would, I s t r o n g l y b e l i e v e , g i v e new impetus to American 
support f o r c a r r y i n g through i n t o 1952 our j o i n t e f f o r t 
towards l a s t i n g European r e c o v e r y . 

For a l l these reasons - but p a r t i c u l a r l y because of 
the urgency of the need - I do make t h i s c o n s i d e r e d request: 
t h a t you have ready e a r l y i n 1950 a r e c o r d of accomplishment 
and a programme, which t o g e t h e r , w i l l take Europe w e l l 

• along the road toward economic i n t e g r a t i o n . By accomplish­
ment I mean r e a l l y e f f e c t i v e a c t i o n t o remove the q u a n t i ­
t a t i v e r e s t r i c t i o n s on t r a d e on which you have r e c e n t l y 
made a s t a r t s I a l s o mean the e l i m i n a t i o n i n Europe of the 
unsound p r a c t i c e of double p r i c i n g - t h a t i s , m a i n t a i n i n g 
export p r i c e s f o r f u e l and b a s i c m a t e r i a l s at h i g h e r l e v e l s 
than domestic p r i c e s . T h i s p r a c t i c e r e s u l t s i n h i g h e r prod­
u c t i o n costs throughout Europe. I t cannot be squared 
w i t h your pledges of mutual a i d . By a programme I mea.n a 



r e a l i s t i c p l a n to nect the fundamental requirements 
I have d e s c r i b e d . Perhaps you w i l l accomplish t h i s 
through a d a p t a t i o n of e x i s t i n g i n s t i t u t i o n s . Perhaps 
you w i l l f i n d t h a t new c e n t r a l i n s t i t u t i o n s are needed. 
We are tog e t h e r p l a y i n g f o r high stakes i n t h i s pro­
gramme . The immediate g o a l i s a s o l i d l y based p r o s ­
p e r i t y f o r an economically u n i f i e d Western Europe -
a g o a l which P r e s i d e n t Truman r e a f f i r m e d to me j u s t 
before I l e f t Washington* Beyond that l i e s what has 
been the hope of a l l men of good w i l l d u r i n g your l i v e -
time and mine, an enduring peace founded on j u s t i c e and 
freedom. That h i g h 
people of the f r e e 
and s t i c k together, 

hope can be r e a l i s e d i f we, the 
wo r l d , continue to work t o g e t h e r 
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