BILDERBERG MEETINGS

BURGENSTOCK CONFERENCE

28-29 May 1960
(Participant list has been moved to a separate file)

INTRODUCTION

The Btirgenstock Conference was the ninth of its kind,pfevious ones having bekald in various European
countries and in the United States.

It is not the purpose of these comfieces to attempt to make policy torrecommend action by governments.
Their sole object is, by bringing together men of @uding qualities and influence, in circumstances where
discussions can be frank and where arguments not alwagsiugpublic debate can be put forward, to reach a
better understanding of prevailing diféeces between the Western countded to study those fields in which
agreement may be sought.

The discussions are so organized as to permit a broddaaicexchange of views to take place. They are held in
conditions of strict privacy and neither the press noeoless are admitted. No resolutions are passed and no
statements have to be approwsthe participants, who are freedraw their own conclusions.

Those invited to attend the Bilderberg Conferencestarsan from different nations and from all fields of public
activity and include statesmen, diplomatists, business and professionainteectuals, and leaders of public
opinion. All participants attend themeetings in a purely personal capacind the views they express do not
necessarily represent those of the organizations or parties to which they belong. The various topics on the agenda
are introduced by rapporteurs who have prepared papeéhess subjects. Theslocuments are as far as possible
circulated in advance of the meetings.

In the following text the views expressed during the debates are briefly summarized under headings which
correspond to the different points of the agenda.

I. STATE OF THE WORLD SITUATIONAFTER THE FAILUREOF THE SUMMIT
CONFERENCE

In opening the meeting, H. R. Rrince Bernhard thanked his Swiss hdstsheir hospitality, stressing in
particular the excellent choice of a meeting-place. He also recalled the rules applying to Bilderberg conferences,
with especial reference to the avoidance of leakages to the Press.

The subject for discussion was introduced by two statements, the first made by an American participant and the
second by a European one.

The American participant spolké the reactions produced in United $&bpinion by the U.2. incident. Both
Press and public agreed that it was a very ill-chosenanbto announce the continuation of these flights (although
if this standard were to be adoptedme factor or another would always taile against such flights); it was also
felt that the various statements made after the incident had been hardly wise; in the early stages meteorological
research had been invoked as an excuse; later, it hadjiveerout that "the President was unaware of what was
happening" and, finally, it had beannounced that the flights would continue, thus causing confusion in the
Atlantic camp. The speaker dismissed these attitudegsctut behaviour". On the other hand, he stressed the
extremely valuable intelligence that had thus been olstagmnstituting as it did a powerful reinforcement to the
Atlantic concept of the deterrent, all the more valid in thatRussians now knew that flights of the U.2. type had
been undertaken for some four years already. The Sawet realize that the dispersion of targets they have
carried out over their territory is no real safeguard. Tlealsgr also explained that, very probably, the pilot had
only been forced down after engine-trouble had caused hiafaib@lose so much altitude that it was within the
range of Russian anti-aircraft defences. The speakewéeltbat the balance of forces was favourable to the
Atlantic camp, and that tHikelihood of war had been temporarily removwedome extent. However, it had to be
admitted that, if Mr. K. had decided to torpedo the summit conference, the pretext for doing so had been handed to
him on a silver salver. The same speaker also mentisom@e important consequences of the incident—the
resuscitation of the Eisenhower "open skies" plan, thezatiah that the policy ofiplomacy based on smiles had
failed for good, the salutary effectgoluced on American parliamentary opinisith regard to aid budgets and the
increased firmness now visible within NATO. On the vehdl seemed that Americapinion now saw things far
more clearly and was more disposeddbesion in the face of the comisiguggle, particularly on the economic
plane. Incidentally, one could say thdt. K. had overplayed his hand; it wasuadly certain that his attitude would
have an effect on the American presidential election. K.'s candidate was obviously Stevenson, with Rockefeller and
Kennedy after. Whatever the repercussions might be, it was agsistance to any candidate to be K.'s favourite!

The European participant began by sketching an eutlirevents since the Yesilkoy Conference (late
September, 1959). The whole period leeen dominated by the "Summatid by a certain atmosphere of
optimism (the famous "spirit of Canipavid"). However, Mr. K., while aditting that the problems might be



solved in not one, but a series of conferences, ladbhot and cold. For his own part, the speaker had never
ceased to believe that progress had been very slight (disarmament, nuclear tests) and that, when it came to the
essential problem—Berlin—there haceheno progress at all. Pubbptimism was based on the idea of a
Krushchev who was the enemy of the Stat;hand who needed a period of peacorder to carry out his five-year
plan, without forgetting the threatening shadow of China erhdrizon. In the face ahis optimism, it could be
asserted that the thaw that had occurred inside Russia had left the doctrine intact, and had been accompanied by a
more aggressive attitude torda other countries. It was ctehat Mr. K.'s aim was tappeal to the populations of
the West and of the world over the heads of their goventanim the hope of makingegHormer revolt against the
latter.

As for the U.2. incident itself, two theories were possible: -either Mr. K. had realized, as a result of his trips
abroad, that the summit conference was bound to end in

failure, and had wished to avoid this in order not téobbeed to carry out immediatehis threats (a separate

peace treaty with Germany, etc.), -or he expects his technicians to produce some decisive military novelty in the
near future, which would put him

in a better bargaining position.

It might also be true that he does not know vibato for the moment and needs time for thought.

We must therefore make the best use of the breathing-ajpetted to us. In this connection, the speaker feared
that further smiles from Mr. K. might reviveptimism", with its attendant dangers. One
positive element, in any event, was the abandorrof the idea that the "Summit" was a
panacea. The speaker thought that the Westetka success ingffield of military
technology.

In the course of the discussion, a British speaker, atfeonpted to describe the prevailing sentiment in his
country (although his views were not entirely shared by another British participant) showed a certain optimism in
spite of appearances. He thought the failure of therstiwas due rather to eroof judgment both in
Washington and Moscow, and pointed that a certain moderation had notiely disappeared from East-West
relations (the C 47 affair in East Germany, Mr. Gromykttisude in the Security Council, and the fact that the

experts were continuintpeir Geneva talks).

The facts which had led the parties to seek a solutiorained unchanged. The speaker was in favour of
continued peacemaking efforts by the West, and, in this connest@mmended the admission of communist
China to the United Nations. He also stressed thdaithe West of waging an all-out economic war on the
battlefield of the under-developed countries. He saidBh#sh public opinion was in increasing doubt about the
wisdom of American leadership, while realizing the West's increasing need of American military strength: the
consequence was an ever stronger tendency within NATO in favour of greater European influence on that
organization. At the same time, British public opinwas coming closer to that of the Continent.

Several participants mentioned flawourable effects that recent et&®had had on Western public opinion.

There was evidence of greater realism and a greatef ipetliee value of traditional diplomatic methods,

One had also to bear firmly in mind that it is Mr. K. who has given the current initiative and the style to the cold
war, a fact that does not call for either optimism or pessimism on our part but simply for an extreme flexibility of
attitude, as both camps still seemeddoee that a total war was improbable.

Several participants spoke of the reasthvias had, in their opinion, led Mr. Ko torpedo the conference before it
even began. Some speakers maintained that the pressure exerted on Mr. K. within the Soviet Union was not
imaginary, but appreciable: it came, sotmuch, or not only, from the military, but also from certain members of
the Central Committee who would be ready to attack thaddr if the expected results of his spectacular travels
abroad failed to materialize soon (cf. the recent reshuffling of the SecretariaSaiviee Communist Party). It
should not be forgotten either that Mt.is a highly-conceited individual, anidmay be that he expected to be
called to the telephone by Ike immediatafter the U.2. incident. Another cause concern is that he has no idea
how the West will react to his behavigfior instance, his harbouring of illusions about the possible effects of his
attitude towards the Americatections). He will never be contentilihe has legaized his country's wartime
conquests; and from this point of view, the Geritraaty is, and will remain, his chief objective—hence the
permanent validity of his timatum. Perhaps the outcome will be tbewening by the USSR, after the American
elections, of a general peace conference of all the ex-belligerents, including the "two Germanies". As the West will
not give in to such a demand a separate treaty wiigred; and nothing dramaiigll happen in Berlin, which
will, rather, be slowly strangled.

The West, then must draw up as accurate a balance-sheet of the situation as possible. Once this had been done,
there could be two alternatives—either to offer the Runsssolutions that they found acceptable, or to bring
forcible pressure to bear on them. One of the speakers described this choice as tragic and inextricable.

Another speaker went further in his analysis of thematlesituation in Russia. Hgointed out that, from the
point of view of pure doctrine, Mr. Khad shown himself to be a "heretic" @vhhe declared, at the XXth Congress,
that war was not inevitable. (This opinion as to hevesy not generally shared, however). The same speaker also
said that the problems raised for the Soviet world by co-existence were just as numerous as those of the cold war:
among other things, the Soviet peopleswawadays less inclined to accept g@es than it had been when it
believed itself to be encircled by capitalists; anahétgiral sympathy for foreigners was on the increase.



Mr. K. himself had encouraged this attitude, to the greabyance of the communists in Africa and Asia. It was
also a striking fact that, until President Eisenhower'sgpcenference of 11 May, Mr. K.'s tone had been relatively
moderate. It was certain that tleaction in the USSR against the tHaad grown stronger as the American
statements had succeededreather. The West should know how t@byse the determining factors in its own
attitude.

If one looked to the future, said the speaker, two questions arose:

a) did we really want another summit conference?

b) if so, what should we do to make it a success? Memwbefore replying to the second question, the speaker
mentioned several drawbacks which, according to hime wearacteristic of summit-conference diplomacy. The
problems of to-day were of such a nature that thgyired specialized technical knowledge on the part of the
negotiators of a kind not to be expected in heads of State. And what was to be done if the conference failed? An
ambassador who failed in his negotiaticosild be recalled; a Cabinet minister could fall; but when heads of State
reached a deadlock, there could be no solution. Then there were factors of a personal order, states of mind and of
health which, in negotiations between heads oeStaight assume exaggerated proportions. The speaker
expressed his preference for the diplomatic method combiitked firm but flexibleposition—firm, inasmuch as

we should harbour no illusions about the possibility ahéng a true compromise with the communist world; but
flexible, because the West should malgreater effort of imagination thantiad in the past. In particular, the

attitude traditionally adopted by the diplomats— Genevsavease in point—of refusing to base a discussion on a
note prepared by the other side, should be toned down.

It was certain that the West could learn a lesson from recent events by trying to lessen its own internal conflicts
(this had led to the recent British turning towards Europe).

The speakers were unanimous in thinking that thereldmiho question of yielding over Berlin; on the other
hand, several thought that we should not reject a saluthich would enable the Russians to save face. In this
context, we should avoid "playing with fire" as far as possible.

Several speakers returned to the idea of a "balance-sheet", and defined the task of the West, in the near future, as
being the careful elaboration of a position on the Besbue, to counter any intransigence on the Russian part. At
the same time, counteneasures should be worked out in preparation fomediiglomatic offensive.

One participant pointed out that Mr. K.'s heresthwegard to the permanent aims of communism had
consisted—if such had really been his purpose —in promoting higher living standards and in relaxing military
tension. It might be that, faced witte danger of a crisis caused by the isgiility of keeping these promises, the
Soviet leaders had found it expedient to return tathe war in order to avoid coming under pressure. As the
initiative has always belonged to themwis still time for the West to chantigs state of things by holding a
bayonet to the Russians' throats (for example, by stiggeke implementation of the measures formerly agreed on
at Yalta).

It should also be remembered that Mr. K. was a tired man, and that his state of health might have exacerbated the
ambitions of those who surrounded him and upon whom st depend. An American gicipant, who failed to
agree with his country's rapporteur, drew negative comeigsrom the recent events: if one considered, he said,
that an effort had been made by thossponsible for American political lifie order to make public opinion more
conscious of the implications of the last world war, the shock produced by the summit failure had brought to the
surface again all the negative elements which were stern and unbending in their approach. This fact was aggravated
by the opening of the electoral battle at a time when #tevald be serious soul-searching so that the United States
could define a long-term, constructive ipglin concert with its allies. However, as another American participant
remarked, the Congress was now far nibsposed to accept the executive's request for funds in order to strengthen
the defence potential of the free world. He did not belieaewe were faakwith a rebirth of isolationism. The
American Congress would doubtless be prepared to fanewiand positive steps, both in the United Nations and
in NATO.

It appeared clear that Eastern and Western policiesveomitinue, the first attempting to widen the scope of
communist domination, the second tdestel the cause of freedom. The haetbattitude of communist parties in
the Western countries showed that, for some time pasg, llaek no longer been any illusions in the East about the
results that could have been obtained at the summitx(itaist that Mr. K. had committed himself to a considerable
extent with regard to the East German Government) eltight of this sitation, the West should show signs of
strength and move towards a positive policy, seizing all appities of negotiation that might present themselves
once a clear picture had been formed.

One participant, returning to a previous speech, stressed the fact that the United States was not trying to impose
its leadership on the West. On the other hand, he geoted examples of a recent past during which events had
driven the U.S. to take the initiative—the reconstructioBubpe after the war, the Korean crisis, the Berlin airlift,
and Atlantic collaboration. The speakiid not wish to go intaetail about cases wheresthitiative certainly did
not come from Washington, such as action in the Aaainities and Suez. In thi®nnection, one might wonder
whether the development of events had not demonstrated that the United States had not perhaps been entirely
wrong, either at the beginning or even later. It might, h@wneye true to say that thinited States had too easily
yielded to allied pressure in admittittge possibility of a summit conference.

On this score, an American participant warned representatives of the other Atlantic powers against showing
undue defiance of the Americans, who could, afteccaliceivably reach an undtasding with the Russians in



disregard of the interests of the rest of the world. He also recommended a clear Western declaration on Berlin,
guaranteeing the former status, for example.

Another American participant thought that perhaps not enough attentidreba paid by either side to what
could be done in the matter of extending arms cbriffere might be commonaund here for East and West,
who could combine to banish fear and devote increasednees to raising the general standard of living.

One of the participants was requested to sum up theigsaies in the discussion. He found that there were
three:

1 Was Mr. K. an heretic, or not?
2 What should we do about Berlin?
3 What should we think about American leadership?

Although opinions were divided on the fipgoint, it could not be denied that something new had happened to the
Soviet way of thinking since their wdeader came upon the scene: a Russian public opinion was beginning to
grow up, and it was counter to the notion of a policeestalich was the doctrinal position. Mr. K. was playing a
deep game, and one could not predict what would happen. On the Berlin problem, it was clear that we had reached
a deadlock from which it would be difficult to extricaterselves. We should not dismiss the idea of a compromise,
but the USSR would have in return, not only to make essions, but to make sucbncessions as were apparent
to the man in the street. On the third point, the speakettstidather than speaking of leadership, the West should
concert its efforts so as to be reddythe next "sale coup" which might corfiem the East. It would, however, be
better still if the latter received a warning in the shapeeaf Western initiatives, and, in this respect, the failure of
the summit conference had opened up new perspectives.

[I. NEW POLITICAL AND ECONOMIC DEVELOPMENTS IN THE WESTERN WORLD

Discussion under this heading was mainly concernedthétproblems raised by the development of the
European Community of the Six and the creation of thefi@an Free Trade Association of the Seven, and with
the American attitude to these prefvis with the scope of developing wbttade. The discussion was introduced
by three papers — one by a participant from one of the@intries, the second by a participant from one of the
Seven countries and a third documeafted by an American expert.

In the first report, after stressingetinterest of strengthening econoroaoperation within the Atlantic
framework,—especially towards the underdeveloped cosgntibe author recalled the history of the Community
of the Six (E.C.S.C., Euratom, E.E.C.) from the beginninty the recent steps taken to implement the E.E.C. The
report also discussed the liberal policy envisaged by the European Common Market with regard to the rest of the
world, and the difficulties which arose in decidingaooommon policy for agriculturéransports and monopolies.

It was also pointed out that the Treaty was based on lidarsy of Europe and certain African territories, a fact
which raised the problems of the reteu$ between other African territoriaad the Community. Most of the report
was devoted to the external relations of the Comtpuaicommon Customs tariff (which would represent a
considerable decrease for France aaly Jand an increase for the Benelux countries and Germany), and a current
proposal for a 20% reduction in this tariff with respeatdantries outside the Comnityn Reference was made

to the British effort to set up a wide free trade area atitetattitude of the Six, o insisted on the obligations

the member countries had imposed on themselves and feltind no counterpart in the British proposals. The
fundamental factor was the willingness of the Six twycaut a common policy in aumber of fields. Finally,

there was a new fact—the appearance of a balance of payments deficit in the United States, which made that
country far more sensitive to anything that resembled digtaition against it. The rapporteur recalled the studies
now being undertaken for setting up a new organization to replace the O.E.E.C. (the Twenty plus the E.E.C.). He
also spoke of the political aspeaif co-operation between the Six and present schemes to strengthen the
community (election of the Assemhby universal suffrage, reinforcementitsf powers, co-operation in foreign
policy and the merging and strengthendiighe three existing executives).

The second report, that by a participant from one®&#ven countries, described how that group was brought
about by the failure of discussions on the free teada at the end of 1958 and the rejection of economic
isolationism— agreements between individual membetiseoSeven and the E.E.C. constituting an insufficient
palliative. It was trughat the alliance of the Seven looked likeoanter-measure againseti.E.C. but the Seven
insisted on their willingness one day to promnlatge-scale European economic integration.

The system of the European Free Trade Association was that of a classic free trade area as defined in the
G.A.T.T. It left intact the sovereigights of the member States, althoughvés recognized that certain decisions
could be taken by a vote of the majorilfythis new arrangement was less detailed than that of the Six, it was partly
because the Contracting Parties did not wish to lay down, from the beginning, lines of conduct concerning concrete
problems that would arise in the fututiee whole approach was a pragmatic one.

Just as the previous report had insisted on the positigenekpolicy of the E.E.C., this one devoted several
pages to the prospects opened up by the Europeaffade Association: the maintenance and development of
intra-European trade, sufficient communication between the two groups to avoid double investment (this being true
also for transatlantic investors) and an attempt at #ongemore than the mere concept of co-existence (the
rapporteur stated, in this connection, that 46% oéifturopean trade took place between the two groups). The
author also said that the very wide formula adoptethe European Free Trade Association would allow the



E.E.C. to participate in it without losing its owharacteristics, and especially its political aims.
In conclusion, the speaker mentioned certain points: the acceptance of the reality of the E.E.C. by the members
of the Association, their conclusion that new channeldéddoe explored in the search for a general European
solution, the avoidance of any pressure by one group on the other, and the development of world trade and aid to
under-developed countries. The author of the American pdg@went back to the g recalling the American
attitude to Europe since 1945. The tmain objectives of the Uted States had been to get the European economy
working again as rapidly as possible and to integrate @gyrnimto that pattern. The Marshall Plan had played a
very important part in bringing about these two otiyes, and, when Robert Schuman and Jean Monnet had
launched their scheme for a European emal steel pool, it was clear thatimportant step was about to be taken
in both directions. But this new step had necessadlydeanother, in the shape of the common market and
Euratom, which had been hailed by the American public as the keystone of the whole edifice. On the other hand the
European Free Trade Association did not represent the same aspirations, at least not in the political field, and this
had led to a certain American hesitation with regard toétptbre so as the obstacles it raised to their own external
trade were not counterbalandadany political advantages, asthe case of the Six.
However, although it sometimes semiras though the United States&va many-headed monster, pursuing
different policies simultaneously, thereutd be no doubt that the new situatafrtheir external finance had given
a new lease of life to objectives that had always been those of the American economy that is to say an ever-
increasing development of world trade. In this resgedteme vigilance was becoming apparent both with regard
to the trade policies of the Seven and the present or future steps taken by the Six over their common external tariff.
Nor should the needs of other non-European countries be forgotten (Japan aAdneaita, for instance).
It was not therefore impossible, said the rapporteat,attertain amount of "agaimg reappraisal" would
take place in America after the presidential elections Wbuld not mean that they would adopt a negative
attitude towards the E.E.C., but American pressure might be exerted within G.A.T.T. and the international
Monetary Fund in order to bring about a general loweringafd tariffs. In this respect, the attitude that would
finally be adopted by thE.E.G. would be of thgreatest importance.
The various points were rapidly recalled by th@p@teurs at the beginning of the discussion. The
representative of the European Free Trade Associationsseol¢he firm hope that the present transactions with
a view to widening and transformingetl®.E.E.C. would bear fruit. Thepporteur of the Six insisted on the
political aim pursued by his group of countries, and mentioned the supranational characteristics that had been
introduced into the system; he also said that this polibidahtation ran counter to the idea of a neutral Europe,
which was a danger in the actual state of affairs. He added that, if the concept of the European Free Trade
Association was to be that of the classic free trade area type, then the E.E.C. could not go very far to meet it.
A very full discussion took place after this: the was opinions expressed fell under two headings:

a) discussions about the economic organization affieuand the speeding-up of the Common Market; b) the
attitude of the United Stas, and the problems of non-European stagsecially the developing countries.

The economic organization of Europe

As several participants, both fronetlSix and Seven groups, remarkee, Buropean Economic Community was
now an accomplished, irreversible, fact, whatever might baee, in the past, the doubts as to its existence that
had inspired the attitude of some among the Seven countries.

Several speakers from countries af tbommunity supported the statemenfttheir rapporteur, and pointed out
the main characteristics of the E.E.C. Two points wepe@ally stressed: -The Community of the Six could only
be clearly understood if one realized that the various institutions of which

it was composed presupposed, in the near or distant future, a greater degree ofipi@gregion, to which the

measures mentioned by the rapporteur might be thedereDid this assumption foreshadow the danger of a

greater split among the countrieskafrope, as some speakers seemdeax? Certainly not, replied one

participant, who pointed out that tfect that some Europeaountries belonged to NATO while others did not
introduced a far greater differentiation. -Thedes of the Rome treatvere an indissoluble

whole, some of them being the "entrance feelbéing countries to profit by the advantages. It

thus followed that a country outside the schemald not extract from the treaty only those

clauses which suited it, while arguing that it was granting "reciprocity" because that was not a

true counterpart. Similarly, ¢éntariff policy adopted by the Community was only one element

of a vast political, economic amsdcial system, fromwhich it could not be detached. Did this

mean that the community of the Six was "rigidi, account of the wealthf detail appearing

in the
treaties that had set it up, in contrast to the "pragmatism” of the Seven? A speaker who was particularly familiar
with the workings of the Common Market said that praigmacould equally be appli¢d that organization. All
those who spoke on this pomentioned the necessarily liberal charaofethe Common Market with regard to
external trade, some speaking of it as though it were boped for, others as though it were already a certainty. In
defence of their thesis, the latteobght forward the recent E.E.C. proposalgduce its common external tariff by
20 % if reciprocity was granted. Moreover, one of these speakers declared, this measure would not exclude
additional arrangements between the Six and the Sevenegahd to specific commo dities that played no great



part in trade between the European nations and the rest of the world, especially the United States. The E.E.C. had
proposed to the Seven a discussion within the frameuwfatie "Seven plus One", whereas a failure would

probably result if obstinate efforts were made to régteche former Maudling Committee. This view was not

shared by another speaker, who thought that a ussfuhpion of negotiations calitake place within that

Committee if its members were willing to reach agreement.

It is certain that the acceleratedplementation of the common marketitked upon recently had provoked fresh
fears in the countries that did not belong to it. Tiegyed that suchcceleration would nk@ any agreement
between the Six and the Seven a mere illusion.

One participant tried to show that such an acceteratiould, on the contrary, increase the likelihood of a
multilateral European solution, since a strengthening of the economic position of the Six would enable the E.E.C. to
show itself more flexible towards the non-member coesti\nother speaker saicatithe development of the
Common Market had not, so far, been accompanied bgignyof hostility towards the countries outside it, and
that there was no reason to think that this state of affairs would alter. Besidgs wrong to exaggerate the
importance of the discriminatory element withie titommon Market scheme. Once the common tariff was in
force, the expression could disappear from use.

Even if one was not concerned about the political fusdirdBig Europe"— and several speakers did express such
concern—a number of participants felt that every effoust be made to avoid the crystallization of the two
economic blocs. This would have sericefects in several spheres: to tdkgestment as an example, it might
oblige investors, both European and American (and & wlaar that the latter were becoming increasingly
interested in Europe) to make a faeater overall effort, whereas if themere a single, greater economic unit,
much overlapping could be avoidddoreover, the common market was begng to produce visible changes in
several trade currents, and an advantage accruing to oneycoauit only do so at the expense of another. Even if
the existence of the Free Trade Association provided ageonsation” for the exporters of its member countries by
stimulating fresh trade in its turn (and it was difficultdi@w up a balance-sheet of this at the present time) it was
likely that a less dynamic market than that of to-daul no longer mask the diffitties, but present instead
problems that only closer co-operation could solve. Bwan to these fears, speakers belonging to the Six pointed
out that the problem of "double investment" had always existed and that its consequestcest be exaggerated;

as regards currents of trade, they stated that the Common Market stimulated just as important changes within its
own framework, and that it had finally been recognited these changes were beneficial to the Community.

If it was recognized that the E.E.C. had a common poli¢iierwider sense of the word, whereas this is not true
of the Free Trade Association, several speakers thougfhit thould still be possible to examine arrangements for
laying down certain lines of action for both groups in the future. Agriculture was quoted as one possible sphere for
such an effort, and also economic aid to overseas countrielsgle@® and the external tariff policy (which would
come about if the Association adopted the appropriatsetaof the Rome Treaty). This led to the question of the
institutional setting within which such-cooperation couldrkv@® Scandinavian participant suggested that a very
close comparative study be made of the respective slaxishe Rome and Stockholm Treaties; he felt that this
would show that there were more points in common thas generally thought, afterhich it would merely be
necessary to incorporate those points into a permaggaement. An American speaker, who follows European
economic evolution very closely, suged two possible approaches: eitlzer mentioned above, extending to the
Seven the character of a Customs union already possested ®gmmon Market, or including the latter as a body
into the European Free Trade Association as its eighth member.

However, a continental speaker thougtadvisable that, in the light of the lfiizal implications of the Six, any
negotiations between them and the Sesteould be preceded byfarmal declaration as tthe final aims of both
parties. An American speaker addedttany merging of the two groups ttiid not include polital implications
would be considered unsatisfary to the United States.

However, all the economic and everlifical problems governing the futudevelopment of Europe could not be
resolved by a confrontation of thesbs of the Six on the one hand and of the Seven on the other. Several speakers
underlined the special circumstances@itain countries. For example, AuatrBweden and Switzerland had to be

very careful not to appear to compromise their political neutrality in the slightest degree. On the other hand, it
seemed that British public opinion was more prepared fibvamerly to envisage a strengthening of ties with the

Six; and one participant pointed out that the reasons that had led the latter to bind themselves so closely were
almost all valid for the United Kingdom also. Howeveal political willingness was needed on both sides, and
before that could happen certain "ghosts must bé. [alte Six and the United Kingdom must be given enough
time to reach agreemnt; in the meanwhile, difficultiesf a commercial nature shoult be allowed to prejudice
political relations. In this connection, the spegalkition of the United Kingdom as mentioned by several
speakers, who stressed that country's importance in ttap&an context. But, as one speaker said, it was not
certain, in the present statetbfngs, that a British requesd join the Six (whether it were, as has been suggested
Euratom and E.C.S.C., or EEC. within the scope of Articles 23'hé 238 of the Rome Treaty) would be so
favourably received by the latter,;se of whom might suspect thaetle was a fly in the ointment.

If the political unity of the Six isansidered desirable (and most of thetipgpants thought it was) it was not
certain that the Common Market was the best method ofvagithis aim, said one speaker, who pointed out that
the unity in question was making slower progress ttten dismantling of tariff barriers. However, said a
Scandinavian speaker, one had to admit that the@istituted the nucleus of a great united Europe, who should



remain the long term objective and be thsk of an entire generation.

The attitude of the Ured States and problemsmdn-European countries

If the problems raised by the two groupings of thea8id Seven should be exiaied by the countries
concerned, there is a new and capital factor in the now more direct association of the United States and Canada in
the development of the European economy, as showeimintended participation in the future Organization for
Economic Co-operation and DevelopmentH@.D.), which is shortly to repladche O.E.E.C. In a very detailed
speech, an American participant gave a comprehensive picture of the attitude of the United States with regard to
European economic achievements. In passing, he painteds several other speakers had done, that the
behaviour of Mr. K. had done much to strengthen the lin&sbind the West, especially in Europe, and Mr. K. he
said, should be thanked for that. He riszhthe part played by the O.E.EjGst after the war in re-establishing
economies and promoting the freedom of trade. Thathtadkiow been accomplished, and the choice was not
between the new organization and the existing onetliier words, the status quo), but between that new
organization and a regression. The only difficulty was which might occur between the O.E.C.D. and the
G.A.T.T. or the I.M.F.,which the United States wished to see reinforced. Progress of convertibility, especially, had
abolished any justification for European discriminaggrainst United States exporfhe problems that the
O.E.C.D. would have to face went taeyond the quarrel of the Six and Beven, and were more concerned with
the position of small countries as compared with big ones.

Analysing the policy of the United States, the speakier that this had changed considerably, the Americans
now recognizing for example that tiséeps to be taken should include gafrds against restrictive practices.
However, a problem of principle arose—that of deliegato an external organization matters which were
traditionally within the competence dfie United States Congress, such as the control of commercial policy.
Finally, the importance of the external trade of the Un@tates was greater than the 1 % of the total previously
quoted would lead one to suppose. Ondhe hand, the United States could alédw the deficit in their balance of
payments of the past two years to continue; on the attar, whole policy of promoting investment abroad and
sustaining the development of the world economy would bleusalled in question. The United States thought that
the industrial development of the Community of Six waulake it an increasingly interesting market for American
exports, and that was why they were paying close taiteto the common externablicy of the E.E.C., which
should not only be liberal, but also ctmstive (agricultural problems). Moreover, the existence of the Six group
enabled the United States to negotiate with them conanetegements on points of dettiat had not so far been
satisfactorily settled. As for the solution adopted by theeBeit raised no objections the United States, so long
as it proved to be entirely compatible with the ruleshef G.A.T.T., to which the United States were increasingly
attached as an instrument for the implementation of a non-discriminatory world trade.

Other speakers, both American and European, insisted on the need for the whole free world to distribute more
widely the expenses in the common interest which have laid at the root of the difficulties experienced by the United
States, for the past two years. This was true, not ohlyilitary expenditure abroad, but also of aid to under-
developed countries, which should notyobe maintained but even considerably increased in the years to come. It
was within this context that a solution should be sougltierehan in a massive increase of American exports,
which would not be particularlguitable for European countries.

The problem of institutions arose again here. One spekkdéted whether the O.E.C.D. would be able to deal
with the tasks of the future, and asked whether NATO woate a more appropriate setting. In any event, a stop
had to be put to dividing up of action in this fieldween the United States, the United Kingdom and the rest of
Europe. Instead of that distribution, there should bergecbdivision of tasks under the political patronage of the
Atlantic organization.

A Scandinavian speaker recommended the reduction &tan the part of the indtrgalized countries within
the framework of G.A.T.T.; this would accelerate the development of trade in the backward countries. Previously,
several speakers had insisted on the special responsbititieAfrica assumed by such countries as Belgium,
France, Great Britain and Portugal. In the first two cahés,fact was reflected in the Rome Treaty, which laid
down preferential treatment for the produce of the oafmi territories. For its part, Great Britain granted
Commonwealth preference (and this did not only applsate materials, far from it). A British speaker suggested
that the Six and the Seven should agreetwdinate measures this connection.

Although Africa was often mentioned the course of the discussion, it was also recognized that the United
States has special responsit@it mainly in Asia and ltan America. More generally, it was stressed that, in the
face of growing aspirations in all under-developed ademit it was essential that the West should give the
impression of being able to guide them while at the same time granting them satisfaction. Simultaneously, each
European country should receive a certain liberty of actiothat it might develop ceitabonds, especially in the
cultural sphere.

Whatever solutions might finally badopted with respect to the O.E.G.D. and its field of action, it was
indispensable that there should be no hiatus between the end of the O.E.E.C.saatiditibe beginnings of the
new organization, two speakers particiylastressing the need to continue the contracts of the excellent technical
teams set up by the O.E.E.G.



If, by some mishap the statute of the O.E.C.D. weotto be ratified by the United States (an American
participant pointed out that protectionist forces might exalytwin the day over the liberal forces if there were no
improvement in the balance of payments before that titma), as one European speaker said, there would have to
be a reinforcement of the mutual obligations of the fweed that would go further than the rules laid down by
G.A.T.T. and the I.M.F.

In summing up certain of the points raised, the Secretary General of the European Group drew a few
conclusions:

1) The problem of the Six and the Seven was not puraigpean. It was of capital iportance for our American
friends and no solution should be adopted to which tbejdaot subscribe. 2) Despite this, there was room, in

certain conditions, for several intra-European arrangesn@htn the light of the different points of view

expressed, it was noteworthy tlditspeakers had thought that
certain frictions between the Six and the Seven cbelémoothed over, provided that the problems arising
were precisely circumscribed.

Many speakers had stated that an dveedtlement of the "Six-Seven"gslem could only take place if there
were a common aim, a desire for political co-operation. Other speakers, however, did not feel that a multilateral
association called for such a common \pewmt. It might be tried to come to an arrangement on selective points of
specific economic friction betwadhe two groups. It was important that nafi¢he participantbelieved that an
economic co-operation could be limitedparely commercial and trade-elements.

It had been advised not eikamatize the issues. But this did not mtwat the future negotiations on both sides
should not show proof of "de la bonne volonte".

It was worth noting that the discussions which had takacepghad enabled full light to be shed on the arguments
for both sides and this meant that, unless there werdénaportant developments a neliscussion of this problem
in the Bilderberg combinath should not be necessary.

The complete text of the Secretary General's cormiass appended as an annBefore adjourning, the
participants expressed, through the Session Chairman, their warmest wishes for a quick recovery to H.R.H. the
Prince of the Netherlands, who had been preventeddagden illness from presiding over the second day's
meeting.

PRESS STATEMENT

On May 28th and 29th a Bilderberg-conference, presided over by H.R.H. the Prince
of the Netherlands, was held in Burgenstock near Lucerne. 60 Participants, from 12
countries of Europe and from the U.S.A. &ahada, attended the meeting. Participants
came from the political, industrial, labor and professional fields.

The conference started with a survey of the present political situation, after which the economic problems of
Europe were discussed with special reference to theeftelations between the European Common Market and the
European Free Trade Area, and of the United States and Canada to them.

Prince Bernhard was to his great regret unable to gresier the sessions of May 29th owing to indisposition.

30 May 1960
ANNEX NO. |

Summary of the discussions on Saturday 28th May by Mr. C. D. Jackson

Ever since our friend van der Beugel asked me toldtbeasumming up 30 seconds ago, | have been scrambling
desperately in order to have somethimgay. | think that the salient poiratee the discussion as to whether or not
Mr. K. is a heretic, what are we going to do about Berlin, and the question of American leadership.

A warning note has been sounded this afternoon anchtising about the questionattwe really had to do
something about Berlin. It is very trueatht is extremelyifficult to think one's way oudf the Berlin"cul de sac".
It is so easy to say: Well, let us just get out and sed hdppens. But we have sattourselves with a kind of
mystical symbolism in the case of Bertlmat just cannot be disregarded, and it seems to me that the concession, the
compromise, the device, the formula, that we would veortkwith the Russians in order to find a "solution" to
Berlin would be very dangerous and make no sense\fave not to get an equaiécomprehensible concession
from the Russians. And when | say comprehensible, | megosta@omprehensible to another foreign minister, but
comprehensible to the man in the street. Otherwisayilvbe both physically angsychologically out-flanked in
Europe. If our Berlin concessions are too great or witadetjuate quid pro quo, the West Germans will have to
make some kind of accommodation with the East Germans, which means the Russians. Then NATO will inevitably
begin to go down the drain. NATO may continue to exigbaper, but it will have no &h. It may have some
beautiful gums, but not much to chew with. Now on Kis orthodoxy, | thought that the exchange between some
of the participants was absolutely fascinating. Is it fatathough that something new has entered into the Soviet
picture since the advent of Mr. K.? Something nethé&extent that whether for reasons of heresy or un-



orthodoxy, or because he thought he could make theSoeople evolve at his wish, Mr. K. has permitted the

dawn of what might be referred to as "public opinionthe Soviet Union. Now public opinion is the direct

antithesis, the direct contradiction of the police-statd,the police-state is essential to the State-religion of
Marxism, of which Mr. K. is the higpriest. And how long or how far can you tamper with a State-religion without
raising a certain amount of hell withe Cathedral in which the high priest operates? Mr. K. is engaged in an
extremely interesting game, he is trying to have his cold-war and eat it too, and it may be a trifle indigestible as it
has appeared at times. Now tlgahot something that we should take too much comfort from.

| wish that | could leave this room, thinking with anathpeaker that Mr. K. mighitot be there in a month or
two. That would be just wonderful. But | don't darenkhabout this any more than | think about our new favorite
topic, which is that the Chinese and the Russians ang goibe at war in theext couple of months.

Now | must return to this matter of preparing for some new diplomatic initiative on the part of the Russians as
explained by some of the speakers. There is no questidhdra is going to be ari@r move: The West has fallen
into the habit of scoring points by getting out of tight fixesaving a great sigh of relief, and then going off to have
a Martini at 5:30. That 5:30 whistle never blows inkiemlin, and these gentlemen are hard at work at the
moment preparing the next "sale coup" which is sumtoe, and probably very soon. | would hope, in concert
with our allies and our allies in concert with us, that we could get around together at all levels and try to think
through an initiative on our part. This wardtiative is worth much these daysdawe have had it heaved at us for
a long time by a great many people. Unfortunately, we mt taken a great many initiatives because many of
them are awkward and difficult, but | think it is essential that we shymtldurselves into anitiative mood, and |
think that the break-up of the Summit in Paris furnishesitissuch an opportunity that we might not have had
otherwise.

Now, to wind the matter of U.S. leadership, | anmkist and flatly on the side of those speakers who do not
believe Washington has been too unsuccessful in that respect. | cannot present my personal experience as
comparable to that of my compatriot who stood up ferAmerican leadership or to some of the other foreign
service gentlemen here, but having done a stage Witite House, having done a stage—briefer—in the State
Department, | can assure ythat the omnipresence of Bsh desires, no matter whiie subject, can be pretty
appalling at times, and it really makes little differemt¢eether Labour is in power or the Tories. It can be
profoundly irritating, and besides induces a sort of ®a&h reflex on our part. By now, we almost have a
conditioned reflex that if Downing Street so much as twiscan eyebrow, we have to dive under the desk, which is
rather a bad thing for us and not conducive to that much desired or deplored leadership.

ANNEX NO. Il

Summary of the discussions on Sundayh29ay by Mr. E. H. van der Beugel

| shall be very short, which is not dd@ilt, | will be serious, which is rather more difficult at this time of the day,
and | will be objective which is still more difficdlbr me. Summing up cannot be a repetition of the arguments.
This probably means that practicallyeeybody who has intervened during thay's debate will feel that his
particular point of view has not bedpalt with, but it cannot baetherwise. | was extremegrateful to Mr. Rijkens
for pointing out one fact whickeems rather important in this kind of gathering, i.e. that the Six did not speak with
one voice, that the Seven did not speak with one vancktreat even betwedallow-countrymen there was what |
should like to call a slight differee in accent, with the possible exception of our United Kingdom friends.
When | now try to sum up what we hadene today, | think, that one result of our discussion is that it has been
established beyond any doubt that thebpem between the Six and the Seigenot a purely European problem.
There has been some doubt in the minds of our Ameftigards whether it would bappropriate for them to
intervene, and | think that it has been establishedthatehe problem we have discussed is a problem of the
greatest interest to our friends overseas. For several reasons. In the first place, | think in practically every speech it
has been pointed out that an eventual solution cdenfiiund without the activessistance, support or even
agreement of our overseas friendstha second place, as to the orgatidreal structure, which is now being
discussed in Paris, it is definitely certain that this nizgtion cannot work without active participation of our U.S.
and Canadian friends, and in the thptdce, from the point of view of the U.S., it has been made very clear by
some American speakers that, even for the internal development of the U.S., events in Europe, not only as to aid the
underdeveloped countries but in the geedramework, are very relevant.

The second point | should like to make is this: an Acaerinter vention has madeciear that, notwithstanding

this first point, there is some room under certain condiionan intra-European arrangement. | say: under certain
conditions, taking into account our glolasponsibilities. | think this is a veigportant point because some of us
have feared that the external relationshef Six could only be global or not at all, and dttivere true, there would
be no room for any specific European arrangement.

Now, as my third point | should like taention what we can expect for théuite. There, | think it is not possible
only to mention common ground. | think that if we make a fair summing-up, it is necessary to mention different
points of view. There is common ground fortunately, b mather limited fieldThe common ground is that
practically every speaker thinks it possible to makangements on specific and selective points of economic
friction between the Six and the Seven. But that does ndt thaecheart of the matter. It is in itself an important



achievement, but it does not touch the heart of our discussions. The heart of our discussion was that (and | think
that is a fair summing-up) a very substantial part obtiaions expressed leads te ttonclusion that an overall
settlement of the Six and Seven problem can only be foued tiere is a common political aim. In other words,
that an economic co-operation of realgmiaude is only possible if ultimately Teads to some form of political co-
operation. That is one very importaahopl of thought which has been exgzed here today. On the other Band,
there are those who think that achieving a multilateral association in Europe does not require a political aim. | think
that it is highly improbable' that this rather deep diffieezof opinion can be solved in a very short time. | think
what we shall see in the future is an effort to coon@n arrangement on seleetipoints of specific economic
friction between the two groups, but | dot think that the discussion oft@y can lead tany optimism with
regard to the possibility of an overall settlement in the very near future. What I think was a rather important element
of our discussion is that both groups, even those whé that some form of economio-operation will do, have
recognized the fact that even thi®eomic co-operation cannot be limitedvibat | should like to call commercial
and purely trade-elements. We have been advised dodtmatize the issues whichvgabeen discussed, and |
think this is a very wise advice. We have seen a ratigortant "debunking” of the tragprospects of a split in
Europe. Nevertheless, Mr. Chairman, | should like to satyrtht dramatizing the thing should not mean that we
should not take this thing very serityysand our debate can only lead to the hope that those responsible for the
negotiations in the future will do so with what the Freoah "de la bonne vohte". As to the Bilderberg Meetings
itself, | think that | find myself in agreement with a French participant when he said that we have reached the phase
where we practically know all each other's arguments, andn@hg | do not think that it would be wise to discuss
this specific matter again in a Bilderberg Conference unless there are really very important new developments.
Nevertheless, | think hat these talks hdeénitely cleared oupoints of view.

ANNEX NO. Ill

Introduction on O.E.C.D. By Mr. E. M. Martin

| want to talk primarily about the ganisation of Europe in the econorfiEld and about some U.S. attitudes
toward the issues in this area.

First | should like to say something about the develaqrof the successor organisation to the O.E.E.C. known
currently as the O.E.C.D.,élOrganisation for Economic Giperation and Development.

We have made considerable progress toward developing the outlines of such an organisation and had a relatively
successful meeting during this past weakthe subject, which | attended.

There are still a good many problems ahead and | woul@$usth introductory comment like to call attention to
the statements made yesterday morning by a number of people about the help which Khrushchev's attitude has been
toward solidifying the West and to indicate that | think wey meed this help to come to a successful conclusion of
these particular negotiations. Yet this leaves me a littlapm) | must say. It seemsnee that, while we all want
a "detente" it is hard to see how we are going to getibafter a few successful getiations with the Soviets our
spirit of cohesiveness is going to disampét does not seem to me that theappearance of our unity and our will
is the best way to get further concess from the Soviet. While we may get over this hurdle it seems to me that in
the longer term we still have some rpabblems if our public opinion keeps pressing us into this dilemma of being
able to be firm only when Khrushchev makes mistakes &iittle history about the G.E.C. problem. It seemed
clear to us and some other people that over the pasthgeuitality of the present 8.E.C. organisation had been
running down. It did a magnificent jobitwwout any question in helping Europe recover from the disruption and the
damage of the war. It pioneered the development ofdilberde policies, keeping pressure on the countries to
move ahead much more rapidly than they otherwise wraild. However, this task thdeen essentially completed
and it was necessary to find some rrection in which to move. In addition, rightty wrongly, a certain bad
odor had wiped off on the O.E.E.C. in the minds of soaumtries because of its role in the six-seven negotiations
and at least one major country was@gsly considering withdrawing. | mght add that this country indicated
formally just this past week in the meeting that it still had this under active consideration.

What all this means | think in approaching a new orgéinisés that we are not faced with the choice between a
new organisation or standing still. We are faced with a choice between a new organisation or moving backward and
eventually having nothing. We and others felt that it m@san acceptable alternative to let the present organisation
die on the vine, but that it was important to have @ngtorganisation in Europe digg with economic questions
in an overall fashion. We thought that if one looks ®ftiture instead of the past there were problems coming up
in the sixties which could be dealt with in this waire increasing importance of economic growth, maintaining a
degree of economic stability the pwrtance of doing what we could do for the less developed areas whose
standards of living are not rising as rapidly as our owechthe provision of a larger organisation or framework of a
strong character within which the difésmces between the Six and the $eseuld perhaps be better solved. We
also thought that it was useful to hasteh an organisation as this as the foamework in which the neutrals could
find themselves in association with the West, an important thing in our view.

We also thought that to have this organisation disappeald be a mark of Westerdisunity which we wished
to avoid.

Now when we looked at the problems coming up forftigre and the possibility of creating a strong
organisation to deal with them, weought that the best way to appro#chas to try to strengthen the
organisational structure whiave had, to direct it to the problems of the future rather than of the past and that, since



these problems were ones, whichtbb@ whole we—the U.S. and Canadawell as the Europeans—had a good

many points in common, we could join and become full members, participating in trying to solve them. Now it is in
this direction that the Group of Four has moved in priogoa new organisation and thssa direction which in

general the U.S. habdught was desirable.

The major difficulty which has arisen is over the scopemefactivity of the organisation in the field of trade. We
have thought that with the coming of convertibility, witle completion of the period of postwar reconstruction, the
need for trade arrangements on a regional basis has pretty much disappeared. We also thought that future trade
problems could be handled in the global framework @£ GT. and of the I.M.F. We were prepared to see a
considerable strengthening of G.A.Ttd this end and are making proposalthatcurrent meetings this effect.
However—and | must say this is aptem which concerned our Congressvad—we have tolerated, accepted as
desirable and necessary for a period of nearly fifteersyeatensive discrimination against U.S. exports on the
part of the European members of the O.E.E.C. We thouighivets desirable and necessary to help them in their
wartime reconstruction, but with thermaing of convertibility for most of these countries this justification had
disappeared. Therefore we felt that whatever tradegeraents might be continuatipse which had regional
discrimination built into them, could not be acceptable as a solution to the future problems that we face ahead of us.

On the other hand we found that a good many of the Earogountries were very attached to the code of
liberalisation and the other trade arrangements which have been built up in the O.E.E.C. They felt that these
arrangements were more comfpeasive, more detailed than the rules segllations under G.A.T. They also felt
that in the smaller group of Europe there could be mifeetve pressures to enforce them than in a global area
like G.A.T.T. where many of the countrie®uld not be particularly interestéd actions by one European against
another. Now they have agreed, however, that regionairdisation as they define it—and | am not sure whether
we agree on the definition—should be anthof the past and should not be continued. These countries are however
not prepared, in other trade matters to give up what éas et up for the past, but feel there may be problems in
the future which will require the framework thiegtve had and therefore it should be retained.

Now this difference has been the central issue of the mgeet had this past week and will continue to be so for
some time. | think it is important to note in this conrmtthat this is not a Six and Seven issue. As far as the
U.S. is concerned no position that Wwave taken and no language that wd téshed to have in the treaty was
related to the question of attitude taddhe Six and Seven problem. It was dlgeresting that the three countries
which took the lead in wanting to retain the full scopéhefO.E.E.C. regulations we>, drawn from both the Six
and Seven camps. And the three countries which primtrdi the lead in the discussion along the lines of
essentially the U.S. position were also drawn from both calhpsemed to be much more a small versus a large
country split than a Six and Seven split.

I may say some of us found it also amusing that otleeofountries which was most active in support of the
O.E.E.C. code of liberalisation has traditionally been thetmifficult to keep in line with O.E.E.C. rules. And the
one country that spoke most vigourously in favour of &.A. as a solution to all pblems has been notorious in
the past ten years for its cynicism with respect to G.A.T.T.

The meeting this past week ended with some degreecoéss, the U.S. recognisiag it had not done before the
strength of the feeling on the part of many of these c@msnabout the old. O.E.E.@rrangements: we modified

our position considerably. We agreed for example, thabildvbe desirable to have in the new organisation a trade
committee, that this trade committeleosld be empowered to deal with such Six and Seven problems as still
existed when the new organisation comes into effectjtthbuld be a form in which there could be what we call
trade confrontation, in other words otmuntry can bring complaints against thede practices of another. We also
agreed that we would be prepared to go through the cddzeddlisation and see what provisions in it seem to us

still appropriate for the future and what provisions were acceptable in our terms.

Now this is where one of our difficult problems aris€ar Congress is exceedingly jealous of delegating any
power over U.S. trade policy to an international body or even to the executive branch of the U.S. government which
will operate in an international body, and the tight rope which we have to walk is to try to see how much we can
buy without prejudicing the possibilities of ratification,chese our adhesion to this new organisation will have to

be ratified by the Congress. Now we feel that the issale as it has developeddse of those awkward ones,
which, though very difficult in principle, can be solved in practice. Esdlgnts | would see it, our Congress is
reluctant as a matter of principle to delegate to an iatiemal organisation control over.S. trade policies, control

which they realise will probably never be exercised because within the framework of these rules our trade policies
are pretty good. On the other hand a number of Europmamtries are reluctant in principle to give up controls,
having in mind primarily other European countries and not the U.S., controls which they too realise they will
probably never have to exercise. So whathave to do is to try to moveque as far as we can away from this
devotion to principle and down to theapticalities of specific arrangements and see what we can work out in the
form of a compromise. But this moving from principlepi@ctical compromise, that's where the will to have an
arrangement to continue to show the solidarityhef West comes in and plays an important riodgw to move a

little bit to the Six and Seven problem, the U.S. delega8 has distributed a paper prepared by an American
expert on this subject. It may appedlittle long but | would suggest that from the bottom of page 5 on is the most
pertinent material. | would like however, give a perhaps somewhat different view as there is still a considerable
lack of clarity about what | see to be the U.S. offigiasition as distinct from U.S. public opinion on the Six and
Seven issue.

The essential background to the current U.S. positiothsnspecific Six and Seven question is, | think, the



concern in the U.S. about the U.S. balance of paymebisjeve this to be a jtiiable feeling as we cannot
continue indefinitely to have a deficit of 3 billion amore in our balance of payments despite our large gold
reserve. We have obligations in therdo that we would be reluctant to cut back, we don't want to cut back our
rather liberal trade policy and move further in this dimttwe do not now foresee the possibility of cutting back
the 3 billions a year that we spent on U.S. military forces abroad—that is not including military aid but just U.S.
forces—we will be reluctant to slow down the U.S. patvestment which is running at over 3 billions a year.

To finance this we require a surplus of exports over itspamd it is in this sense that our trade position and our
export opportunities are far more importémtJ.S. policy than would be sugded by the 1 % of national income
figure that a Swiss participant referred to.

Consequently there is a concern in the U.S. abouaaangement in the present position which represents a
discrimination against U.S. exyte. As far as the Six are concerned this worry has been outweighed, as a matter of
U.S. government policy, by the greatifiohl advantages we aén the Six with their objective of a political
federation. We also believe as a@®dary point that the deep integratiarthe economic field contemplated by
the Six including free movement of goodapital, labor and close integration will result in rapid economic growth
and the best markets for U.S. exports have traditiobaky those in which thereasrapid rate of industrial
growth. We would therefore hope that the discriminatiidhbe at least to some extent outweighed by the
increased opportunities this growth will provide.

At the same time we are as interested as any one else in seeing that the Six external policy be liberal.

When we first heard about the idea of acceleratiomkthie made it quite clear informal channels that
acceleration without reduction, in othgords, without a proposal to reduce tkvel of tariffs, would in our view
be an undesirable step. The acceleragiroposal which has been made has been accompanied with the proposal to
reduce the external tariffs. We have a particular commodity, tobacco, which has been heavily hit by the rate
established in the treaty of Rome foaitd we have made our protest vigorouplyblicly as well as privately, with
respect to the impact of this, what we consider undlaity on our tobacco exports and tvepe others will feel free
to do the same when they are hurt. We are also conctivatetthe agricultural provisions that may be adopted by
the Six could be considered restrictive in U.S. termd,vee will be watching thdevelopment of this policy,
though no one is lily-white pure in this resp. With respedb other arrangements we wilecessarily look at them
in the light of their desirability from the standpoint o td.S. position and the attitude of a good many would-be
protectionists in our Congress, particularly reflecting tiieude that they may have toward them as they affect
U.S. export possibilities. With respect to the Seven dadgar arrangement, our basic position has been that we
have no objections if they are broadly consistent ighG.A.T.T. This is not a precise position because the
provisions of G.A.T.T. are not precibat one can not go further than tidthout seeing the details of specific
arrangements. But in fact we have gonghier than that in the case of E.F.T.Ae have about ten days ago said in
the G.A.T.T., where a waiver was necessary because of the exclusion of agriculture from the arrangements, that we
thought it was a good arrangement and justified a waiver @ohiT.T., and we proposed to vote for such a waiver
and we hoped that other countries wouldsdas well. E.F.T.A. doa®t have all the advaages that we think the
Six has, but it has some of them and we were prepate to its support, evénough it did noteet all the
requirements of
G.A.T.T. as we saw them.

What our position would be wittespect to a wider arrangement is more difficult to say in the abstract until one
can see what it would be. Certainly ifaere consistent with G.A.T.T. weould not block it and we would be in no
position to exercise a veto on itjtifvere not consistent with G.A.T.T. it would represent a wider area of
discrimination and I think we would undoubtedly —spealingll frankness—have greater difficulty in supporting
a waiver under the G.A.T.T. than we found in the cd€eF.T.A. This does not @an to say however that we
would refuse to do so. We would have to examine thermistances at the time, econoragwell agolitical, in
order to determine whaur position would be.

We do feel from what we have learned from both sitlasthe negotiation of a wider arrangement which is
clearly consistent with the G.A.T.T. is an unlikely po##jbin the foreseeable future and this is why we have
suggested that as a ptiaal matter it might benore useful to concentrate enegon reducing the areas of trade
friction between the two groups the immediate measure which has the fresipects of success. Not only do we
have the 20 % reduction, which we hopé ke confirmed by a reasonable degoéeeciprocity, but we also have
an offer from the Six to negotiate with respect to paldicitems that are causing difficulty. One cannot tell how
effective this will be till one sees not only that they\ailéng to negotiate but what agreements they are willing to
reach, something you cannot tell in advance. But it seems to us that it would be a mistake not to take advantage of
this opportunity, as we have tried to take advantagleedf willingness to negotiaton the tobacco matter. A new
duty on tobacco is now under discussionwasunderstand it, in the E.E.C. Thésa matter of viewpoint as to the
most helpful tactics at the present juncture, ratherahgrcommitment in principle against another arrangement if
it can be negotiated contraty our expectations.



