BILDERBERG MEETINGS

CANNES CONFERENCE

29-31 March 1963 (Participant list has been moved to a separate file)
INTRODUCTION

The twelfth Bilderberg Meeting was helth 29, 30 and 31 March 1963 at the Hotel
Martinez, Cannes (France) under the chairmanshithR.H. the Prince of the Netherlands.

Participants numbered ninety and represenige United States, Canada and fifteen
European countries together with various international organizations. They were drawn from
among political leaders (members of governmants parliamentarians) and leading figures in
business, journalism, the civil service (natioaall international), the liberal professions and
trade-union organizations.

In accordance with the rules of procedure adopted at each meeting, all participants spoke on
an absolutely personal basis without commgttiany government aorganization to which
they might belong. In order to facilitate colee frankness, the discussions were confidential
and no representatives of the press wereittgtin A short press release in which the
Chairman's was the only name mentioned watibduted beforehand but no further release
was issued at the conclusion of the meeting.

Three items were included on the Agenda:
| - The balance of power in the light recent international developments.
Il - Trade relations between the U.S.A. and Europe in the light of

the negotiations for Britain's entry into the Common Market. Ill -
Trade relations between the Western world and the developing
countries (tariffs, quotas, commodity arrangements, etc.). Ad. | This
item will cover changes in poweglations—political, economic and
military— between the Communist and Western countries and inside
each group.

On account of developments subsequent tgtkparation of this agenda (particularly the
collapse of the Brussels negotiations betweetaidrand the E.E.C.) and the close connexion
between this fact and items | and I, the Chairman asked participants:

- in dealing with item | to give preference to the subject of the political and military
relations existing between the Western alNighout thereby excluding certain current
economic-political problems which have arisen as a result of the failure of the Brussels
discussions;

- in dealing with item Il, to concentrate ortdte prospects, more especially in regard
to the "Kennedy Round" and certain spiegifroblems such as the co-ordination of
agricultural policies.

Since certain participants were absent whenrteeting opened, item 11l was dealt with first
although various participants returned to thimitduring the last session. The original order of
the various items has been adhered to in the present text.

In accordance with another of the Bilderbdvigetings' rules, aimed at preserving the



confidential nature of the discussions, none ef plarticipants is mentioned by name in the
present report.

I. THE BALANCE OF POWER IN THE LIGHT OF RECENT INTERNATIONAL
DEVELOPMENTS

In the course of a preliminary note, H.R.H. the Prince of the Netherlands had suggested that
participants should concentrate more patéidy on a consideration of the following
guestions:

-What impact will the growing strength of Exyae have on the relations between the U.S.
and Europe in world affairs: competition, comgaeon or partnership? What are the conditions
for a partnership?

-Is the idea of a multilateral or multinational negt force an answer the troubles of the
Alliance? What exactly does it mean? How is finoblem of the ultimate political control of
such a force to be solved?

What is the relevance of this concept te turrent general disarray of the alliance?

Participants particularly qualified to discuss thatter were also asked to give their views
on the recent Franco-German treaty and oroleswithin the Common Market and the
Atlantic Alliance.

A written note had previously been drawn updoyltalian participant who referred to its
main lines of argument in addressing the meeting.

The failure of the Russian bluff over Cuba, wrote this participant, demonstrated,

a) that there is a balance; at an extrerhé&if level of destruction, between the military
potential of the United States and the USSR;

b) that Khrushchev recognises this fact #rat, whatever he may say in public, he is
prepared to accept the consequences of thisdmldhere was therefore reason to hope that
"peaceful co-existence", without open hostilitygwld continue for some time. This balance,
argued the author of the note, was entirely based on the American deterrent independently of
other national forces. At the same time, thaeftict was continuing on the ideological level
and it would be ill-advised for the momenthope too much from the Russo-Chinese
disagreements, however deep, all the more $heeack of unity within the Western world
was also real and serious. The most importaastion in this connexion was that of American
leadership. For his own part, the author @f tiote was in favour of accepting such leadership
unreservedly: it was, he wrote, a fact of existence, if only because America spends four times
as much on arms as all the other membeMAFO combined. It followed that American
leadership, based on the only real deterrent force against the USSR, constituted NATO's
cornerstone, notwithstanding European recoweryhe economic level. True, arrangements
could and should be found to render that éeglip as little burdensome as possible but to
reject it purely and simply could only creatdangerous neutralism, especially if it took the
form of a sort of "anti-colonialism" directed at America.

The author went on to discuss the circumstances surrounding the recent breakdown of
negotiations between the United Kingdom #mel E.E.C. and expressed his bitter regret
concerning them. The breakdown, he said, wialew from which European integration might
never recover. True, the French rejection de@s/ered in accordance with the provisions of
the Rome Treaty which calls for unanimégnong governments of the Community as regards
the admission of new members but it ran counter to the only line of action which would enable
genuine European union to develop, naneeiy;npromise between the wishes of the various
European countries, each being merely a part of a greater whole. The author of the note
considered that what was still more serious thadact that, at his press conference, General
de Gaulle should have let it be understood that the choice was not between Paris and London
but between Paris and Washington, on whoselb&heat Britain would have played the role
of "Trojan Horse" within the Common Market. &ctual fact, he wrote, on the basis of their
attachment to NATO and their acceptance ofefican leadership, Italy and the Benelux



countries might equally well be considered as "Trojan Horses".

The author of the note concluded by emphasidiagthe Soviet threat remained as real as
ever and that, given Khrushchev's skill in exploiting divisions within the Western camp,
complete unity was more than ever essential.

Discussions on this item of the agenda revetilatithe meeting could generally adhere to
the concepts advanced by the author of the motespect of the need to remain loyal to
NATO and to accept American superiority as a fact; considerable divergences of opinion
became apparent, however, in regard to gpieation of those postulates now and in the
future. A large number of speakers took up the criticism of the policy of the present French
government which seemed, directly or indirecttyhave inspired the note. One of the French
speakers observed that many of his compattigtshimself, only partially supported General
de Gaulle's European and Atlantic polieydamore especially, the methods sometimes
employed by the President of the Republic. Nonetheless, in his view, it would be a mistake not
to avoid any reprisals or controversial statetadikely to harm French national prestige. If
pressure were considered necessary, it shoutgbpleed in the form of understanding and
friendship. Other French speakers argued wnilai lines. A British speaker wished to
dissociate himself from certain criticisms levelldhe General whom he considered a great
man, a great Frenchman and even a great European.

The persistence of the Soviet threat eagibed in the note was raised by several
participants during the discussion. A Britisteager, supported by a German participant,
defined the policy of the USSR as follows:

-not to maintain the existing balance butip the scales in favour of the USSR;

-for this purpose, to exploit every opportunity provided by the West. Khrushchev had
merely recognised that this needed time. Atpghesent time, moreover, given the fact that the
situation in Cuba, the Middle East and Africat to mention China, was not very favourable
from his point of view, his primary objectivernained the Western countries: Berlin was still
Khrushchev's main conceraspecially if one bore in mind his apprehension regarding the
possible provision of nuclear weapons tofeeleral Republic. The German speaker did not a
priori include Cuba in the list of Russian defedt was rather that Khrushchev had wanted to
avoid full-scale conflict in an area where the military conditions were particularly
unfavourable from his point of view. At tipgesent time Khrushchev considered Cuba as a
political bridgehead. In the German speakeginion, the danger still lay in Berlin.

The uneasy situation currently prevailinghin the Atlantic Alliance was generally
recognised and a very large number of spemkought to analyse the causes and the
symptoms on both sides of the Atlantic. What thre features of the Atlantic crisis? Several
participants attempted to define thendan recommend steps to eliminate them.

The main elements brought out in the course of the discussion may be listed as follows
although the same discussion revealedttiy were closely interconnected :

-the failure of the Brussels negotiations,

-the doubts sometimes expressed in Eurofie e United States' determination to use
their nuclear deterrent in support of their allies in the event of war;

-the lack of balance between United States' nuclear power and the forces of its European
partners and, as a result, the problems arising from American leadership;

-the French determination to createirmstependent nuclear force and the resulting
apprehension that "dissemination" and evewliferation” of nuclear weapons might take
place;

-the divergences between the allies as tddhaulas whereby the NATO Treaty might be
improved, if necessary, more especially as regards the supreme control of nuclear weapons.

Although the breakdown of the negotiations @reat Britain's entry into the European
Economic Community which followed on Genedal Gaulle's press conference of 14 January
1963 was more specifically the subject of item Ithef Agenda, several participants raised the
matter as early as this stage of the discussiposnnexion with the uneasy situation within



the Atlantic Alliance. Recent happensim Brussels had caused extremely sharp
disappointment in the United States and the point was emphasised by several American parti-
cipants who considered that the Atlantic Alkarhad suffered a blow, all the more serious in
that it was inflicted by allies. Several of the American speakers observed that Europeans
perhaps failed to appreciate to the full the radical break in the United States' former traditions
which that country’'s adherence to NATO esganted. That adherence had now been accepted
by all sectors of American public opinion (inding those who were previously the most
traditionally isolationist, e.g. the farm voters of the Middle West) and support for the
organization had taken on an akheeligious character which made any blow administered to

it all the more serious. There was a great dégieezhieve real unity with Europe, including

Great Britain, via the Trade Expansion Acteféwas a danger that the Brussels failure would
render that long-term policy illusory and the Falemlecision struck the American public as a
refusal to recognise any entity superior to the nation or even to recognise a greater common
denominator. The American public saw this astarn to isolationism, a European cartelism,

and was profoundly disturbed.

While all the European speakers discussing the failure of the Brussels negotiations
recognised its harmful consequences for thenAitaAlliance, there were some who showed
themselves anxious to reduce the question to narrower proportions. A French speaker, for
instance, considered that two problems had been confused:

-a political problem in that the original purpdeecreating "the Europe of the Six" had been
to enable Germany to recover its place in ¢bacert of nations without at the same time
recovering all the elements of national sovgmgr so that transfer of these to a higher
community became necessary.thé time, this policy had beapposed both by the British as
a whole and by General de Gaulle's supporters;

- an economic problem arising at the Atlanlevel and which should not therefore be
presented in terms of Great Britain's adherence to the Common Market. There was, in this
speaker's view, no contradiction between a mality integrated Europe—even limited to six
members—and an Atlantic world co-operatingsély in the military and economic fields.

A Belgian participant described the 14th of January as the free world's ' '‘black Monday"
and, more specifically, felt that the method adopted by the French government was
inadmissible because of its unilateral natugenphasising the community quality of the
Europe to be built, implying a spirit of solidarity which went beyond individual nations, this
speaker advanced the view that Frenchadiigicy no longer believed in this concept and
preferred to confront its partners with a fait accompli.

But a French participant belonging to the government majority group replied that the
cessation of European construction dated back rather to 17 April 1962 when the "Fouchet
Plan" was rejected, a plan which representedhitial stage in that it provided for periodical
meetings between governments, a clearlyrefiorganization covering defence and foreign
and cultural policy which may have been modmsgtwhich could have been the embryo of a
greater organization. The French attitude inuday 1963, said the speaker, was solely due to
the fact that it was impossible for Great Britdo accept all the conditions of the Rome
Treaty. The building of Europe meant accepting one's share of the responsibilities and
burdens.

Addressing the meeting again towards theselof the discussion, the Belgian speaker
emphasised that, as a supporter of an integratespEuather than of a simple alliance, he
considered British participation in the Bpean institutions vital since French opposition
made the former formula impossible.

A British participant, supported by varioather speakers, considered the Brussels
breakdown to be the result of a combinationaatdrs rather than of the French Government's
attitude alone and that the responsibility shouldasoattributed exclusively to the President
of the Republic. With the support of other sperakin the subsequent discussions (see item |l
of the agenda), he argued that it was above all essential to avoid any policy calculated to
hinder Great Britain's association with Europe when the time came. A number of American
participants considered the contention thatrtletermination to intervene on behalf of their



allies was any less than in the past to be wtteithout foundation. In particular, they stressed
the extent of American forces in Europe and the importance of their country's financial
contribution to joint defence. Nearly 400.000 Ainan troops were stationed in Europe, some
of them accompanied by their families, and thesnonstrated the permanent nature of their
commitment, although the North Atlantic Tredtad been "sold" to the American public
without any implication that American grounddes would be stationed in Europe under it. In
this respect, actions had outstripped commitments, just as the United States had already
intervened in two world wars without hag previously committed itself to do so. The
American attitude had always been governetbhg-term considerains without regard to

the circumstances of the moment. Similarly tloa financial level, military expenditure had
continued to be extremely heavy; at the present time, 60 cents out of every dollar of public
funds went to defence. Must the United States go bankrupt, asked one speaker, in order to
convince its European friends? Many UcBngressmen would be only too happy to see
Europe take over the defence of Europe, if dalgave the three billion dollars which it cost to
maintain American troops on the Continentfdot, however, not one American congressman,
even though all would one day have to seeleetion, queried the commitments entered into
with America's allies. An American spealdso commented that continued European
suspicion of American promises might evenyuting about a swing in United States public
opinion which would have regrettable consequences.

A French participant, supported by a Befgjaarticipant, a German speaker and a British
participant, condemned all and every displagudpicion concerning American determination
to remain in Europe: to question that detemation, he said, almost amounted to clearing the
way for such an eventuality.

Another French speaker occupying amddpendent position observed, however, that
allowance must be made for strategic evolutidrich, within a few years, might deprive the
presence of American troops in Europe of argamng, especially if the concept of "fortress
America" which was already suggested by the present development of Polaris and Minuteman
missiles were to become a reality. The Soldaton might be tempted to confront the West
with challenges which it would seem irratiortal answer with nuclear methods and many
Frenchmen, and even other Europeans, feasdhh United States might consider a threat to
the Europeans as not necessarily a threat to if@@H.did not signify suspicion. Within such a
context, English and French effe® might be seen as an attempt to find a sort of "European
parachute" to be used in the event thatAlliance did not immediately operate.

Another French participant, already mentidnand an advocate of the national strike
force, denied that he had the slightest doubt as to the deter mination of the present
American presidential team. But was it alwggssible, he asked, to foresee the future?
And should not the confidence which the Americans sought be reciprocal?

The disproportion between the contribution @ thnited States to joint defence and that
made by its partners was likewise recognised Byitish participant as a source of uneasiness
on the European side; such a disproportion could not continue indefinitely. This point was
expanded on by the French participant justrred to: when NATO was conceived, he pointed
out, the imbalance was in accordance wality because of America's monopoly in the
atomic field—a field which, however, had nothing like the importance which it now
possessed. Since then, Europe had achieveecgasplar "recovery” and the feeling was
developing that the Alliance must be "redoaded" and Europe strengthened in close co-
operation with America. But the United States wanted to maintain its monopoly, not only as
regards manufacture of nuclear weapons but also as regards the decisions concerning them.
America was especially apprehensive that it mightrawn into a conflict through error or
some rash action. Accordingly, said this speaker, everything proposed by America— a
multinational or even a multilateral force—seeks to convey the impression of a certain sharing
of responsibility while retaining the sovegairight "to press the button" and it was this
approach which France opposed. In addition, tiealsgr continued, it is not desirable that the
Alliance should seek to restrict the effortsloé Europeans to the "conventional” field by



allotting them, as it were, the role of "footsloggers”. Finally, at the present time, the military
effort in the nuclear sector conditioned, sepeak, however regrettable this might be, the
development of an atomic industry—a field in which the lack of balance is also very
pronounced.

In reference to the United States' "over-kill @aipy" which had previously been cited by a
German participant as the main element in preserving world peace, an American participant
emphasised that the best deterrent was thevaieh was "technically” capable of ensuring
victory and that it was vital to avoid under-esiing the capacity of the U.S.S.R., whether in
the nuclear or conventional field. In orderctwver all objectives within the minimum space of
time, maximum capacity was essential. Arguahgng similar lines, a Turkish participant
considered that this superityrconstituted the best deterrent force available within the
Alliance and that, if this was a fact, it wasogreous to pretend that the United States thereby
imposed its will on its allies within NATO. This point was also taken up by a Belgian
participant who contended that if the Amamns could be blamed for anything it was not
because they had not applied their leadersiitip sufficient consistency and force (criticism
of this leadership, a German participant observed, often reflected a Maurras-type nationalism)
since there was no example of the Uniteté&3t having sought within NATO to impose a
resolution with which the other membeumntries refused to associate themselves.

A British participant asked whether it was certidiat Europe was ready to assume all its
responsibilities, more especially of a financ@ader, to establish a genuine balance with the
United States? At the present time, it would seem not.

Returning to the problem of the relation beém nuclear forces and conventional forces in
NATO strategy which had been raised by ar@n participant, two speakers from that
country emphasised that "flexibility" in tlofoice of possible reprisals was essential. A
defence system which only had nuclear forcedahla would find itself in the position of a
policeman with nothing but a sub-machine guprieserve order. It was up to the allied
powers to make their contribution in thosenpdementary fields where inadequacies were
apparent. On the other hand, said one of these efedkwe invest too much in conventional
arms (which is not the case at present in Euraeun the risk of weakening the "credibility"
of our deterrent force.

While not denying that the Alliance was camited with various problems, an American
participant contended that, on the basis opitsctical operation, its balance-sheet was a
positive one and that substantial progress had been made since 1949. In discussing the
American nuclear monopoly, it should be remengldl that this only applied to the possession
of such weapons. The speaker referred to the plans which had been drawn up to allow for the
use of nuclear and conventional weapons alilce@inted out that such plans had been made
by an integrated inter-allied team comprisingually all member nations. Similarly, SHAPE,
an organization possessing a regional structaoeived its orders from the "Standing Group"
which, in turn, was governed by the NATO ilivary Committee" in which the political lines
were laid down by 15 nations. The militasgmmand merely applied these directives. The
plans, drawn up with great care in order to comfto those directives, were designed to meet
two primary considerations:

-to ensure adequate control, especially imvg) avoidance of premature use of atomic
weapons without orders from a higher level, theéng a political element of key importance;-
to ensure, in the nuclearfield, an adaquand sufficiently rapid reprisal policy.

The danger of a proliferation of national nuclear weapons was raised by certain speakers in
connexion with the French government's decisiocreate an independent deterrent force.

A French participant, already mentioned several times and who set himself the task of
explaining the policy of the French governmanthis juncture, outiined and defended the
reasons underlying this decision. Apart frima considerations already mentioned above
(uncertainty as to the future, the Americannopoly, the necessary development of a nuclear
industry), the French government considered that any nuclear force should be subject to a
political authority which, for the moment, istitnal in nature since only national States can



assume the crushing responsibility of usingf imight one day be possible to envisage a
supranational force but this was not a rgads of now. Nor did France wish to place its

defence (i.e., having regard to possible futleeelopments, its whole destiny) in any other
hands but is own. In this respect, thertah followed exactly the same reasoning as the

British. Why, asked the speaker, should something which was good for the British be bad for
the French? France, too, wishiecbe able to play a deterrent part. Another reason why a
nuclear force was necessary wWhaat it enabled the smaller countries to "weigh more heavily

in the scales" as regards political and military affairs. It was impossible to speak of
dissemination in this connexion, said the speakince the French government could not, as
certain observations might have suggested, be amdgo some sort of potentate or "Fuhrer"
threatening world peace. Such dissemination, moreover, had already begun and might progress
still further tomorrow without the United States being in a position to resist it. Furthermore,
the policy in question was one which had reach@dint of no return and had already been
initiated by the leaders of the Fourth Republic.

The fact remained, said an American participant, that the proliferation of nuclear weapons
constituted a real danger since the possible launching of even one or two missiles could
unleash a nuclear holocaust. In this connexibere was a tendency to think of nuclear
weapons as a mere extension of conventiorapons whereas the reprisals which the former
might provoke, could not be limited to a sgiecregion but could immediately extend to the
whole Western world. This latter pointaw likewise emphasised by another American
participant.

A Netherlands participant stressed thag tBuropean countries could not wait and do
nothing but must take steps to promote the Atlantic partnership by strengthening Europe. But
how could action be taken if there was the permanent possibility of veto by a single nation?
The speaker insisted that Western defence could not be guaranteed by a juxtaposition of
national nuclear powers. The question was whetlgewere going to build an organization for
peace on national rivalry between sovereignestand therein lay the responsibility of our
generation.

A Belgian speaker, already quoted, regardedRfench decision to acquire an independent
nuclear force as the real cause behind the breakdown of the Brussels negotiations (because of
the position adopted by Great Britain in tBehamas) and expressed vigorous opposition to
that decision. The principles which had goveriédstern policy for fifteen years past were
being challenged and this seemed to be dU&gdace's determination to possess an indepen-
dent nuclear force. What political hypothesisasked, was satisfied by the idea of a national
nuclear force? It was impossible any longer to imagine Russia launching an attack on
individual European countries. There could no longer be anything other than a world war in
which the United States would be involved on the first day, so that the fate of the world would
be decided primarily in Washington; indiial national defence was no longer a possible
military position. On the other hand, said the speaker, the French force could not provide
France's allies in continental Europe withe guarantees offered by the United States
deterrent.

A British participant argued that the questiwas not whether France would have a nuclear
force or not but what that country would ddthwit. In the absence of increased consultation
within NATO, certain anxieties might developgain, while the dissemination of nuclear
weapons may have begun, that is not aaeder ceasing to oppose it, if only in order to
enable a genuine agreement on disarmament t@dmhed eventually. In this connexion, it
was noteworthy that the USSR had refrainednfisupplying nuclear weapons to its satellites.

A French participant observed that France wistiedEuropean allies to play the very role
which France herself refused to play vis-athie United States. He considered, however, that
Britain, on its side, should become more "European”.

Another French participant who did not wish to exclude the possibility of a revision of
NATO in an atmosphere of confidence, empsedgithat the main danger of French nuclear
armament (apart from its effect on the country's economy and currency) 1 ay in the breach of
free world solidarity. Such solidarity must be ntained at all levels if we wanted to defend



Western civilization. A German and anliga participant spoke along similar lines and
stressed the highly alarming nature of the present situation. The latter also expressed his
concern at a certain anti-Americanism, a certain desire for neutralism, certain notions of a
direct compromise with Russia which coulddtiibuted to the President of the French
Republic. France's partners, said this speaker, naidte forced to choose between Paris and
Washington. During the discussi@peakers analysed at length thetors in the present crisis
but at the same time they sought solutions which would make it possible to face upto the
situation and bring about a smbet operation of the Atlantic Alliance. The problem of the
Alliance was set forth by a German patrticipanthes of "national security through collective
defence" as opposed to "collective secutitpugh national defence". Efforts to achieve
integration should not only be continued buteexed still further: in fact, NATO was only an
improved military coalition. It was paradoxidakt we should have an integrated operational
command but, on the other hand, should not lsare@ integration in the logistic sector. The
same applied to the manufacture of weapehesre research, testing and production were
uselessly split up, this being equally harmfuiégard to the quality and cost alike. The
speaker wondered how the desire to possess national nuclear forces could be explained: was it
a ques-tion of prestige or of a wish to wield more influence or of suspicion of the United
States—a suspicion which, in the speakegsvyiwas unjustified. After stressing Germany's
determination to hold aloof from national he&r weapons, the same speaker expressed the
view that national sovereignty had becomemoded and that the concept of a "European
Third Force" was unrealistic. In actual fact, he said, two concepts present themselves:

-an Atlantic Community based on two elements, America, on the one hand, and, on the
other, Europe as the "second pillar"; this \adsghly desirable formula but pre-supposed an
integrated Europe with a central authodbntrolling nuclear weapons—a situation which
required time to achieve;

-an integrated Atlantic society with commimistitutions. Here again, time was needed but
an effort must be made forthwith to achieveommon policy instead of merely issuing
communiques alluding to a "common denominator".

The French speaker already referred to asl¢fiender of the French government's policies
cited the superiority of American power ahe solidity of the Atlantic pact as factors
essential to the equilibrium of the international situation but he likewise cited the regional
nature of the Atlantic Pact and the fact that it concentrated too strictly on the military aspect as
examples of its present weaknesses. If confrowiddglobal aggression, he argued, the
NATO powers must be able to devise a global strategy and similarly reach agreement on
guestions outside the Alliance's regional framewer§. the Congo, New Guinea or the Near
East. Moreover, in order to obtain stronger support from public opinion, it would be desirable
for the Pact to concern itself with the econowmmel cultural fields as well. The same speaker
was opposed to the American nuclear monopotitha lack of balance in the Alliance and
stressed that the French deterrent was not aimed at destroying the Pact nor at creating a
"European Third Force". Neither neutrali:mor anti-Americanism was involved nor was
there any desire on the part of France to $eerape independent of the Community. France
could only benefit from co-ordinating its actiwith that of its allies, more especially as
regards the distribution of strategic objectives and roles. On the other hand, France did not
wish to see its strength submerged in a denationalized entity and it was for this reason that
France did not support the concept of a multidtiorce as suggested at Nassau, a force
which would be deprived of nuclear warhega®yvision of which would depend on American
goodwill.

Replying to the previous speaker, an American
participant set out his country's aims as follows: -to
encourage a strong Europe and hence to encourage
its economic and political
integration;

-to create and strengthen arrangementittting increased Atlantic co-operation.

The nuclear defence of the West is indivisilthex defence of Europe is vital to the United



States, the defence of Europe depends on the American deterrent. Because of this, the United
States commitment was of a permanent natg@emonstrated by the presence of thousands
of Americans based in Europe. Having expresede convictions, the speaker went on to say
that it was necessary to take joint actiomi@intain the stability of our economies, to
strengthen our military potential and to increageassistance to new nations, more especially
to keep them out of the grasp of the Eastlitcussing the difficult problem of the control of
atomic weapons, a difficulty arose whictdraready been mentioned by a German
participant: technology had gone so muchHertthan had the traditional arrangements
between sovereign states that it was importafintbnew institutional methods for exercising
our power over the terrible weapons availablagoThere were three possibilities in regard to
that power of control:

-leave things as they were, relying on the Uhiates in the hope that the situation would
not change. This implied an increased depecelehthe free world on the United States and
did not take account of the present British poémor of the future French potential;

-let things follow their course, more espdlgias regards the French force and its influence
on the latent desire of certain other cowdrio possess their own nuclear force, with the
consequent danger of proliferation already tiogred; to consider NATO as an atomic power
in its own right and hence establish, at any rate among certain of its member countries, joint
possession of certain nuclear devices with poweleofsion being held on an equal footing.

The speaker considered thidwmn as the only one possible, given that Europe had not yet
reached a stage where it could speak with a single voice, and such was the line of the present
proposal for a multilateral force which represeraa effort, however imperfect, to utilize

national potentials and enable all the countriesenred, even if they had no nuclear potential

of their own, to participate in their own defence in this field.

To make a choice in favour of a multilateralde was not, the speaker went on to say, an
easy matter since the objection to "several fiaga the trigger"” still remained (and this
applied to an Atlantic and a European force alike, so long as the latter failed to delegate power
to one person) but that objection applied stilire cogently to a juxtaposition of national
forces with "several fingers on several triggemt! a consequent increase in the dangers of an
"accident". Again, the creation of a multilateral force would enable the United States' partners
to share America's experience in the managewiesuch a force and the speaker expressed
the hope that in these circumstances the vaoustries would not insist any longer on the
possession of a nuclear force.

A British participant analysed in similar terms the various possible formulas for emerging
from the present situation which he desedlas one dominated by "psycho-pathological”
elements: a critical lack of confidence ontbsides of the Atlantic, a profound anxiety
resulting from the fact that the Soviet capacity to retaliate to an American atomic attack would
lessen the credibility of the American deterrent.

Three possibilities were openus: -each ally to possess its own
nuclear force: such a formula, said the speaker, was irrational and
a cause of division within the Alliance;

-a multinational force from which each membeuld withdraw if need be. This solution
was likewise unacceptable since it involved discrimination in favour of those members of the
Alliance with a lead in the technical field whicdhe speaker reminded his audience, included
the means of delivery;

-a multilateral force but this would only lgenuinely multilateral and retain all its
"credibility" if it excluded any possibility of a United States veto on its use. This would not be
easy in practice, if only because such a concession would involve the danger of increasing the
United States liabilities out of all proportion to iitderest in the joint defence of Europe.

The best practical solution would therefoomsist in giving the European members greater
say in the use of the deterrent by increasing &r@wledge in this field and intensifying joint
consultation. To achieve this, said the speakstitutional arrangements were not enough and
mutual confidence was a vital element. Inegrendence must operate in both directions. A
Turkish participant devoted most of his statement to this psychological aspect of co-operation



between allies and expressed relative optimism. He suggested three approaches to prevent
current problems from becoming harmful to NATO:

-elimination of any factors contributing tbe "dramatization" of these problems;

-making allowance for the pride and susceptibilities of all parties;

-ensuring as far as possible that the variproblems do not influence each other.

As a number of other participants had already emphasised, it was certain that NATO must
evolve. There had already been a consideddxgeee of evolution since it was set up: Greece
and Turkey, followed by Germany, had joiriesdranks. International problems which it was
once considered impossible even to touch ahénNATO Council were now the subject of
detailed examination. Much remained to be dame, in world affairs, members would have to
achieve a certain harmony if absolute solidgpityved impossible. In this connexion, it was
noteworthy that the machinery for consultation was gradually being perfected. In short,
repeated the speaker, NATO's shortcomings shool be dramatized by being represented as
utter incapacities.

This relative optimism was not shared by dgisn participant, already quoted several
times, who recalled the recent American proposals to give a worldwide character to
consultation within NATO, to set up an atommmmittee in NATO and, finally, to institute
multilateral, multinational or interallied nuclefarces. Such proposals, he contended, had
been received by Europe with hesitation aadtradictory reactions. True, the proposals had
varied but the United States awaited a gesture from Europe indicating that there was a
readiness to accept them.

The European countries' great desire to be assacwith nuclear strategy (a desire which
was met by the American proposal for a NATO force) and their anxiety to avoid being
excluded from research concerning atomic energy and delivery systems were entirely
legitimate but the methods of satisfying saapirations should be discussed within the
framework of NATO and it was reasonable to fear that no such discussion would take place
until agreement was reached on the key principle of the indivisibility of free world defence.
And it was France's voice above all which wasitadan vain in the iternational institutions.

In a subsequent statement, the same speakenee to the question of consultations within
NATO. Such consultation, he observed, was ef@lss when it merely consisted of one country
informing its allies of a decision which hadeddy been taken—and doing so only a short
time before informing the public at large. What was important was to decide whether
consultation could or should lead to a joint decision. Views on this point varied. Was France
ready, asked the speaker, to at@pystem allowing such deaisis to be reached even when

it found itself in a minority? The speaker listth@ following guiding lines: reaffirmation of
honest collaboration with the Anglo-Saxon-world and, in particular, America; the indivisible
nature of defence; discussion of different pents within NATO; loyalty to the Alliance and

the European Community as originally conceived.

A French participant who had occupied a high position in a previous French government
discussed the psychological and institutionakatpof the problems confronting the alliance,
problems of "growth" involved in adapting tew situations, sometimes complicated by the
inertia with which certain legitimate clainmad long been received. In consequence,
governments must show imagination.

For example, it was normal that 200 million Europeans should wish to take part more
effectively in the direction of world affaiend that America's allies should wish to extend
their research and their activity in the nucliéald since the Atlantic Pact had never been
described as implying an American nucleammpoly: France and Engld would never have
accepted such an arrangement. Atlantic in#bitg must accordingly be adapted to those
aspirations. Given the immense danger involvetthe dissemination of atomic knowledge and
weapons, would not the United States, askedspeaker, show its leadership in discussing
with its allies ways of limiting that dissemiti@n and of adapting national programmes to the
demands of the Alliance? In this connexiore fitesent proposal for a multilateral force gave
a certain impression of improvisation whiclswmnot reassuring. A serious and considered
analysis in these fields would dispel many atigs and suspicions, even if no final solution



were immediately forthcoming. Naturally, apen-minded attitude on the part of the United
States in these fields should find its counterparthe other side of the Atlantic: Europeans
should agree to carry a greater share of thé irden, including assistance to development,
outside any form of "European nationalism" and not in such a way that the ambitions of any
country could be camouflaged under the European label.

It was for this reason, the speaker conctljdieat the future of the Alliance required
European integration combined with sufficiendigveloped institutions so that the nuclear
powers of Europe would be, so to speak, e@stfor the rest while the Alliance, instead of
being a treaty between the United States and fourteen of fifteen separate countries, would be a
treaty between the United States of AmericathedJnited States of Europe. The need for a
united Europe as the "second pillar" of thigaAtic Alliance, put forward by a German
speaker, was raised by several other speakeirggdiie discussion. "Two keys are better than
five fingers", said a German participantliis connexion and the speaker emphasised the
importance of Great Britain and the Scaradiian countries adhering to Europe. An
opportunity for this to take place, said a Britgrticipant, was missed in January 1963 and
the creation of an adequate institutional framewwas thereby prevented but perhaps a fresh
initiative might be launched although a Frenchipgrant thought it would be preferable that
this be done by France's European partnergrgtian by the United States or Great Britain.
Any such initiative, said this speaker, shouldabaed at an "equal association" between the
United States and Europe taking in the nuclear sector. If there was a determination on the
European side to make the necessary effonteraspecially the financial effort, then the
climate in the American Congress would be mow®fgable to this idea. By way of corollary,
it would be up to the United States to waivepitsver of veto and up to France and the United
Kingdom to make the gesture of assigning their nuclear forces to Europe. Such a formula, the
speaker contended, would involve fewer problémas might be thought since, in the event of
nuclear attack, retaliation would be automatic and in the case of attack on a lesser scale there
would be time to consult, even if only very rapidly.

Another French participant suggested tltatitional consideration be given to the "time
factor" in examining formulas enabling NATOlbe recast on the same basis as the economic
partnership at present contemplated, in the light of the possible evolution of defence
technology. It was essential to turn towards European structures of an original kind which
would simultaneously include a close harmtieypween Great Britain and France and an
association of the other countries which would assa share of the joint financial burden but
also a share of the manufacturing activities, possibly those which were less specifically
nuclear.

A Belgian and an American participant spokaiagt the idea of a "directorate" of the three
nuclear powers—the United States, Great Britain and France —within NATO since, as the
former put it, the other European mensef the Alliance could not accept such an
arrangement. The American speaker also argued tvas contrary to the spirit of the Rome
Treaty that a given country should appoint itself spokesman for Europe. In addition, said this
speaker, the funeral oration for the multilatéoace had been delivered somewhat too
quickly. As regards the future, we musserve judgement. We were in a period of
pragmatism, there was no perfect solution anadwweld have to rely on what we had to
achieve satisfactory arrangements. Referringadabk of balance between the world role of
the United States and that of its allies, the same speaker likewise advanced the view that the
end of the colonial era would enable the European powers to forge new links, new
relationships, with certain young nations. Not only did the United States not hinder such a
trend, he asserted, but actively favoured itsithat country desired neither to see dangerous
vacuums nor to wield world domination.

As requested by the Chairman, certairtipgpants from the two countries concerned
discussed the recent Franco-German TreatcoAding to a German speaker, that treaty
represented the final and fortunate conclusioa tdng period of hostility. As such, it should
be welcomed by all members of NATO, alktimore so since it could exercise a stabilizing



influence when certain divisions, such as thomecerning Great Britain's entry into the Com-
mon Market, had been overcome. A French speafstt further in replying to a compatriot

who had suggested that the treaty could noai@ied in practice—a fact for which he was
grateful. According to the former, the treaty abbk the beginning of a certain organization of
Europe, all the more acceptable in that itnm way hindered the possibility of subsequent
action, that it was not exclusive, that it did not set up a closed club, that it respected existing
alliances and left a measure of freedom to the contracting parties.

Another French speaker, however, even thougthad worked for many years past in the
interests of a Franco-German rapprochement, expressed opposition to the treaty which he
regarded as the adoption on a bilateral level of the "Fouchet Plan" which France's partners had
rejected. Moreover, he said, the treaty introdueghlin Six-Power Europe a threat to smaller
countries, more specifically in that it providéat certain decisions to be reached between
Germany and France, thereby tamperini the operation of the Community.

Another German patrticipant voiced his apptovathe treaty's provisions so long as they
were applied within the framework of Atlantemd European solidarity. Any doubt in this
regard should be removed wher tfime came to ratify thedaty by including precise legal
references.

II. TRADE RELATIONS BETWEEN THE U.S.A. AND EUROPE IN THE LIGHT OF THE
NEGOTIATIONS FOR BRITAIN'S ENTRY INTO THE COMMON MARKET

In preparation for discussion of this item on the agenda, a note emanating from a British

1
source and presented inahform of a questionnaire had bedistributed to participants, as
well as an American note which replied in part to this questionnaire.
The British note comprised six questions:
1. Will the United States Government go ahedth the Kennedy Round? What are the
obstacles to rapid advance
(a) in the U.S.?
(b) in Europe?

1 Will the United States administration retate the Douglas amendment? If not, does
this mean that the whole concept of abolisharifs on industrial products over a wide area is
to be dropped and the only proposal will berdmduction of tariffs over a period of years?

2 What reciprocity in the agricultural field does the United States expect from the
E.E.C.? What degree of freedom for entry of agricultural products does it regard as a pre-
condition of any reduction of industrial tarifffzthe E.E.C. makes a concession in this field,
will the United States pay for it by making addital reductions in the industrial field? Does

the United States consider that there isslightest chance of France agreeing to a more

liberal import policy for agricultural products?

3 What happens if the E.E.C. adopts a whalkgative attitude? Does this mean that all
tariff reduction then comes to a halt or wotlid U.S. be prepared to go ahead on a tariff
reducing scheme with those countries that were prepared to co-operate?

4 In the meantime will United States tariff polibg on a basis that is consistent with the
general objective of reducing tési? We have had recent examples to the contrary in the cases
of a number of products and others are being threatened.

5 What effect has the breakdown of Brussels had on the U.S. attitude towards trade in
peaceful goods with the Soviet block?

The American note was primarily concerned with the failure of the Brussels
negotiations and indicated that thissead four main questions, concerning
respectively: -President Kennedy's willingness and ability to implement the Atlantic
trade partnership which was the aim of the Trade Expansion Act;
-the extent of European interest in liglization of trade with the United States;
-trade in agricultural products, particularly those products



which are subject to the Community's variable import levy
system; -possible alternatives to an Atlantic trade partnership.
The note recalled that the United Kingdom's exclusion from the

European Community
rendered ineffective President Kennedy'shatty under the Trade Expansion Act to cut
certain tariffs out completefy?l’he only remaining possibility was a 50% reduction, a fact
which reduced the American Administrati®megotiating possibilities and prospects. The
essential purpose of the Act was to achieve a genéitlantic trade partnership, thereby pre-
venting a division of the Western world into antagonistic blocs.

On this basis, the programme enjoyed Hroational and congressional support. In present
circumstances, any substantial liberalizatiotradle with the European Community seemed to
Americans less valuable and less feasible.llbviced that approaches would be more cautious
and matter-of-fact; additionally, the Administratimould be less centrally concerned with the
Community and more interested in Great Britain, Canada and possibly Japan.

1. The Act provided for such a possibility in respect of industrial products where the exports of
theUnited States and the EurapeCommunity combined accounted for 80% or more of total free
world exports.

There was evidence of a lack of interest onpitue: of the European Community in dramatic
tariff reductions. This might be explained agjustments which had already taken place
between members of the Community and by reluctance to invite a new wave of competition
from powerful, aggressive American firmihere were also Europeans who saw such
reductions as a threat to European integraifitle. Community could therefore be expected to
approach the Kennedy Round with a certain reticence.

In the case of agricultural products, the chancédberfalization were even poorer. This was
the more serious because the Administrationuraker heavy domestic pressure in this field
and might be impelled to make concessions on this point a condition of any major reduction of
its industrial tariffs. The principle difficulty arose in connexion with commodities whose
prices were supported in the Community and hence involved a variable tariff known as an
import levy, designed to keep those pricaghir than the world price. These support prices
would therefore be a critical factor and themmunity had so far shown little disposition to
be flexible on this point.

Great Britain had expressed great interegiénKennedy Round, all the more so since
Britain's exclusion from the Common Market had led that country to look for other export
opportunities. But the provisions of both the Trade Expansion Act and the GATT would
prohibit the United States from granting tariff concessions to Great Britain without also
applying them to the Community. Shouldgotiations with the Community prove
unproductive, the advantages of the Kennedy Round to Britain would be correspondingly
small.

These concerns had led certain circles to ssigipat the United States should enter into a
preferential trade liberalization arrangemeith Britain, other EFTA countries and Canada.
But such an arrangement would be illegal untie Trade Expansion Act —and would also
violate the GATT unless it took the form of a free trade area. Moreover, this formula would
further divide the Western Alliance andwdr the Community towards protectionism.
Spokesmen for the Community had frequentlgsged that it was open in nature. Only if the
Community were to turn decisively away from that policy would so radical a departure from
the policy of Atlantic trade partnership be justified. At the present time, a policy of partnership
was still the best, though its implementation had become more difficult.

In the course of the discussion, a number ebkprs referred to the failure of the Brussels
negotiations in January 1963, a subject alygadched on during the exchange of views
concerning the first item of the agenda. AtliNglands participant and a British speaker
emphasised the unexpectedness of that failbhesformer quoting a passage from Professor



Hallstein's statement of 15 February ("The truth is that negotiations had entered a difficult
phase which required that the British should ahsixe certain concessions but there was still a
reasonable chance of reaching agreementllpwime latter speaker recalled the warm
welcome extended to Great Britain by the dateons of the Community countries during the
conversations and the assurances received franc€my the British negotiators only a short
time before General de Gaulle's press emarice. Several speakers sought to list the
conflicting viewpoints which finally caused or atyarate contributed to the breakdown. In this
connexion, a British speaker countered the argument advanced earlier by a French speaker,
according to which it was up to Great Brit&inaccept the Rome Treaty outright without
requiring any substantial alterai and that the reasons for the French government's attitude
should be looked for there and nowhere elsewist be admitted, said the British speaker, that
Great Britain's economic strength involved fundamental problems affecting the
Commonwealth, the European Free Trade Astiociathe United States and the Afro-Asian
world. Recognising these problems which wera gfobal nature and allowing for them in the
conditions of membershipeant acceptance of an enormous expansion of the Common
Market which pre-supposed major changethabalance of power and policy within the
Community itself and the consequences and seesiinvolved on both sides had likewise to
be accepted. On a more formal level, sh&speaker, there were only a few pages of
principles embodied in the Rome Treaty, the bulk of which (especially in the annexed
protocols) consisted of waivers of those prinegpin order to satisfy the legitimate concerns of
one or another of the member countries. It was therefore equally possible to do likewise in
respect of Great Britain without violating the spirit of the Treaty.

A similar point of view was expressed lanother British participant who outlined the
attitude adopted by the British governmenttie Brussels negotiations. He declined to admit
that the failure could be attributed to the British attitude and he pointed out that his country's
requests did not go beyond the provisionghaf Treaty (article 237 of which provided for
negotiation on the conditions of membersfop new members). On 14 January, agreement
had already been reached on a number of amaggis. It was the Commonwealth preference
system which was regarded by some as idigcatory but it was precisely by succeeding in
reconciling that consideration with the fe Treaty's provisions concerning certain
underdeveloped countries that a move might tepexn made towards atiséactory solution of
development problems at world level.

A French and a Netherlands speaker, botlwldm favoured a satisfactory arrangement
with Great Britain, nonetheless emphasised the importance of leaving the principles embodied
in the Rome Treaty intact and, more especijafycontinuing the integration process of which
that Treaty was a beginning.

A French participant recognised the world-wide nature of the problems raised by Great
Britain's entry (the monetary problem of the pound sterling, the problem of aid, the problem of
agricultural products) which the Community had hitherto been able to deal with as a whole
and which it would not have been able to sditber if Great Britain had entered the Common
Market. He considered that the negotiations between the United Kingdom and the Community
represented a sort of bet that they wouldsbbésed, a bet made hazardous by the narrow
framework chosen. In actual fact, solutions could only be found in a broader context and the
guestion was therefore, having missed out stege, to deal directly with the major
broadening process which we st@ll face in unison.

Several statements by American participarggealed the extent to which the Brussels
failure had interfered with Washington's plansstrengthen the Western world via economic
measures. An American participant emphasised how the United States government, in spite of
the protectionist forces in the country, haecided after prolonged hesitation on a liberal
policy, partly from conviction but also because it considered this essential in the struggle
against communism, in order to expand markassjst underdeveloped countries and, finally,
in the interest of the United States. Anotherekitan speaker outlined the steps taken by his
government since the war in order to achiekese Atlantic co-operation: he cited the
Marshall Plan and the support given to Ewap integration on a supranational basis and



covering the United Kingdom. Such a system would likewise protect the interests of the
smaller European countries and make co-operation with the United States possible on an equal
footing, the United States not being in a positio enter a system of unification such as was
planned for Europe. Finally, there would be aquestion of American "leadership”, a term
which called up the notion of domination. The speaker remarked that the "Six" had made a
considerable contribution towards strengthertimgmselves individually and collectively but

that the attitude of the United Kingdom towsrthtegration combined with that country's
exclusion from the Common Market as the resuthefnationalistic ambitions of a single state

had precipitated the crisis, the European partner having defaulted. The speaker strongly
stressed his country's desire to see Wasteurope eventually form a greater unit,
notwithstanding the present setbacks, a unit whione could enable the problems discussed
to-day to be settled on the basis of a genuine partnership.

In this connexion, an American participdntnished a number of chronological indications
concerning the possible development of the Kennedy Round, making due allowance for the
provisions of the Trade Expansion Act. Thed$tdent would first have to publish a list of
those articles concerning which he intendedegotiate. The Tariff Commission would have
six months following such publication in whith hear from all interested parties and to
determine the economic effect of the proposstiictions. Following this hearing, certain
articles might be struck off the original li§ince the initial publication of the articles should
occur towards 1 August 1963, negotiation in the strict sense of the word could not begin
before spring 1964. The same participant aitneér American speakers provided some
clarification concerning the aims pursued by Government of the United States in initiating
the Kennedy Round. There was no question of the government seeking to impose its views, as
implied by certain newspapers which undeimested the negotiating capacity of the other
GATT members. It was not even a question of a discussion involving a "winner" and a "loser":
the aim was to open up greater trade possibilitifsimthe context of long-term expansion. In
the same way, observed a French and an Italian participant, it would be a mistake to talk of
"successes" or "failures” in connexion wilte difficulties which would inevitably arise.

Another American speaker, however, pointedtbat consideration must be given to the
climate prevailing within the United States wihe Trade Expansion Act entered into force.
The protectionist elements had declined araahy businessmen had become extremely liberal
but there was still persistent unemployment, which might be structural, in certain areas. It
followed that a lowering of customs barrigvkich would increase that unemployment without
increasing exports would be badly receivedinlfaddition, a foreign government were to
adopt public positions of a somewhat arbitraature towards American proposals, not only
would the task confronting Mr. Herter, thegagiator appointed by the President, which was
already crushing, be made even heavierfimiprotectionist faction in Congress might even
bring about amendments to the Act. A Britishtjggpant alluded to a certain bitterness in his
country following on events in Brussels whilad occasioned an increase in nationalism
calculated to have an unfavourable infloe on his country's position vis-a-vis the
negotiations contemplated by President Kennedy.

Among the specific problems raised by the Kennedy Round and the E.E.C. policy, a number
of speakers referred to the question of agricaltproducts and all of them recognized that it
was of a particularly delicate nature.

Particular attention was paid to the sience—which, according to the press, was the
responsibility of the French governmendn making arrangements concerning the
Community's agricultural policy before anygatiation took place within the framework of
the Kennedy Round. Some speakers regretted the absolute nature of this requirement but a
Netherlands participant considered thatdttgude was not illogical so long as it did not
conceal a wish for protectionism or resistattcprogress. A British participant argued that
it would be regrettable if the arrangements to be made in this sector should assume a
restrictive aspect because of the vast neetls &atisfied in the underdeveloped countries



where malnutrition prevailed but it was nonetheless true, said a French speaker, that we
were at present confronted with a limiteamber of financially solvent outlets. An

international participant reminded the meetingt GATT had so far been virtually unable

to do anything to free trade in connexigith agricultural products because the national
governments possessed a whole arsenal of protectionist measures. For its part, the United
States insisted that agricultural products be included in the Kennedy Round since
negotiation on industrial goods alone involved the risk of a lack of compensatory
concessions, more especially from the viewpoint of American farmers.

Since, however, the problems involved were so acute, a number of speakers felt that
negotiation merely aimed at further freeingraide would be unable to furnish a solution.

What was needed was to achieve a genuine joint policy in this field centered not only on
agricultural prices as such but also and abdivenathe production levelsonsidered desirable.

In this connexion, a French participant, supported by another French speaker, recommended
that the steps taken at the national level to implement this policy should seek to improve the
prospects of the agriculturalists concernedli@iidual assistance) rather than maintain an
artificial production level at all costs. Anotherench participant comméed that the policies

so far followed by the various governments weistinguished by a certain contempt for
economic laws which was not unconnected whthextensive disarray to be observed at the
present time, e.g. the agriculturalist's righptoduce things which nobody wanted— if the
demand was lacking, the price was raised! The adoption of a joint policy at Atlantic level
might offer a means of reversing this trend.

Agricultural policy, although not that poligtone, raised the question of whether the
Community intended to follow a protectionist policy withdrawn in itself or, on the contrary, a
policy open to the outside world. Such "openess" was strongly queried by a British participant
already quoted who took the view that, ie ffresent context, a protectionist minority,
represented by the French government, exercised a right of veto against a more liberal
majority. This veto, said the speaker, might be taken far enough to result in the failure of the
Kennedy Round and this would mean either the collapse of the Community or the terrible need
for the other countries to seek a change in the GATT provisions whereby they could grant
reciprocal concessions without benefit to the Community. The question of whether we were
moving towards a continental Europe or whether Europe genuinely aspired to partnership with
America was raised by a Netherlands speaker and a senior international civil servant who,
without thereby denying that difficulties migivell arise on the European side, emphasised
that it was equally up to the United Statesffect a considerable revision of certain
regulations at present governing its trade padiegl which were not related to tariffs and
guotas strictly speaking. In this regard, an Aigger participant stressed that his country was
prepared to study equally the thorny probleifinon-tariff barriers". But the important thing
was that these should be clearly identifiethikir barriers likewis@xisted on the EEC side.

This question might initially be dealt with, amoothers, by the preparatory inter-ministerial
meeting planned within the framework of GATT for May 1963.

Due allowance should also be made for certain inequalities in the relative opportunities for
industrial producers on either side of the Atie. Three of these barriers were particularly
stressed by a French participant, summbby another French speaker, namely:

-The greater size of American firms capable of giving them a greater trading strength than
that of their European competitors. It was ttiu@t mergers and regroupings took place within
the Common Market but some time was still nedalefdre genuine balance would exist in this
connexion.

-The exceptional assistance provided to certain advanced American industries (e.g. in the
realm of space research) by the massiversm@ced by the United States government,
whereas there was no corresponding support for the same industries in Europe. This point was
also made by a Belgian participant.

-The unevenness of American tariffs, some of which reached extremely high rates, much
higher than those of the Common Market. ™i#s the cause of the demand for a lowering of
the level of such tariffs before negotiationgée on equality of reductions to be granted by



both sides.

In this regard, a Belgian participant suggested recourse be had to certain techniques
already employed by OEEC which aimed at avoiding purely national protective clauses or, at
any rate, that certain rules be created to gotleeir application, on the recommendation of
special committees set up for the purpose. Even if the Kennedy Round succeeded, it was
important not to rest content with thah@g, as the French speaker had emphasised,
protectionism could re-emerge in a thousarrdh& Whether in connexion with agricultural
guestions, non-tariff barriers or any otheolgem, the negotiation of the Kennedy Round
would be facilitated if it were possible fre European Community "to speak with one
voice". The Rome Treaty provided that up tdahuary 1966 decisions concerning the trade
treaties must be reached unanimously by theantracting parties. After that date, which
marked the end of the transition period, a speaifajority would be sufficient. Considerable
interest was therefore aroused by the suggestian afternational participant that the date
should be brought forward to 1 January 1966,year 1964 being devoted to a technical
survey of the various elements involvedhe negotiations. Possibly, this participant
suggested, a "counterpart" acceptable to the governments of the "Six" could be provided in
return for such a speeding-up, hamelyuadertaking to reach agreement on a joint
agricultural policy prior to the same date.

The effect of the Kennedy Round on the ecop®f underdeveloped countries was raised
by several speakers (the general problemsch sountries being discussed within the context
of item I11), all of whom emphasised that theaamgements to be madhould not hinder those
countries' export capacity. An ltalian speakeggested that there should be a "co-ordination
of deficits" among the Western countries vis-a-vis the underdeveloped countries so that, while
avoiding any form of monetary nationalism, taeould be a fair distribution of the sacrifices
made necessary in opening widearkets to their products.

Two Canadian participants provided sevendi¢ations concerning their country's position.
The breakdown of the Brussels discussions did not directly affect Canada, given the
apprehension aroused in that country by tlspect of Great Britainsntry into the Common
Market. The failure might, however, be coreigdd regrettable if it marked the end of a
liberalization process to which Canada had, ageite, adhered in advance in that its industry
was already subject to United States competitithout tariff protection. In this connexion,
the success of the Trade Expansion Act couldcdresidered advantageous if it led to an
expansion of world trade in whic®anada had a substantial share.

One of these participants likese raised the question of East-West trade. He favoured a
certain flexibility in this field since the contacts resulting from such trade might prove
profitable to the Western cause.

A Swiss participant stressed both the imparéaand the limitations of the Kennedy Round
by putting it in the context of the econmnprogress accomplished since the war—more
precisely since the Havana Conference—whictl lea to increased interdependence of the
Western economies. Paradoxically, that success rhig¥e played a part in the difficulties
now hindering further advance. But the imgetiready acquired should be maintained and,
specifically, failure of the Kennedy Round would inevitably involve a weakening of GATT.
At the same time, it must be borne in mind that the success of the Trade Expansion Act would
not replace expansion of the Common Market; the European Free Trade Association could
continue to play a useful role to the extehat it did not constitute a rival bloc to the
Community.

A participant from an international organizatipainted out that it must also be remembered
that low tariffs, while important, were ne@nough by themselves to bring about economic
expansion. National policies we more important, especially in the promotion of orderly
development. Co-ordination of those policesd mutual assistance measures (especially in
respect of fluctuations in the balance of payments, a point also discussed by a British
participant) were therefore essential. Instltonnexion, the West already possessed an
admirable instrument in OECD.



In the course of the discussion, a numbesméfakers dwelt on the global nature of the
problems requiring solution, the approaches to be adopted and the goals to be reached as
well as on the importance of the attitudé&eta by the general public towards the new
choices to be made.

As a British participant emphasised, it was a question of improving the trade structure
throughout the whole free world. It was essential, therefore, as of now, that the European
Community, Great Britain and the United States should avoid any steps calculated to
endanger subsequent negotiations. It was #akeéa combat any signs of protectionism
which were often the economic reflection ofebirth of nationalismThis attitude should
take concrete form, suggested a Netherlandscpmnt, through the adoption of a joint code
of good behaviour in regard to internationade which would formally reject subsidies,
dumping, cartels, etc. Moreover, as a French, an Italian and a Netherlands participant
emphasised, joint lines of action should be laid down, whether it was a question of
agricultural products, assistance to underdevel@pentries, financial conditions ensuring a
balanced expansion or a number of other fields.

Another English speaker stated that hgreed unreservedly with the solutions
recommended by his compatriot but he pointed that, in order to reach the goals set,
adequate impetus was required and bilateral discussions must take place with the members
of the Common Market in order to reach rafi multilateral arrangement with its members.

That was what the British government soughtibwas obviously up to the members of the
Common Market to decide.

All this implied, however, not only new institutions and a new distribution of the burden but
also perhaps a new outlook, a new way of thinking in terms of association, in short a profound
alteration in men's minds. Such a change caoldtake place overnight and this was likewise
stressed by a number of other participant®, on the whole, showed cautious optimism
concerning the future. There would certainlydsveral "rounds”, sometimes involving sharp
discussions, before final success was achieved. The essential thing was to overcome present
bitterness, however legitimate, and not to represent the difficulties which would inevitably
arise as so many final failures.

[ll. TRADE RELATIONS BETWEEN THE WESTERN WORLD AND THE DEVELOPING
COUNTRIES (TARIFFS, QUOTAS, COMMODITY ARRANGEMENTS,
ETC.)

Prior to discussion of this point, all parpants had received a questionnaire specially
drawn up for the meeting by an Indian rapparteas well as a note prepared by a German
participant on the basis of this questionnaire.

The Indian questionnaire comprised the following main headings and questions:

A.THE IMPORTANCE OF ECONOMIC DEVELOPMENT IN THE LESS-DEVEL OPED COUNT
RIESTO THE MAINTENANCE OF HIGH LEVELSOF ECONOMICACTIVITY IN THE
INDUSTRIALIZED COUNTRIES.

1) What are the categories of goods on which the increase in developing
countries' import requirements will be concentrated? 2) What
repercussions is this increase in requirements likely to have on industrial
production in the highly industrialized countries?

B.HOW CAN LESS-DEVELOPED COUNTRIESBE ASSISTED TO MEET THEIR IMPORT
REQUIREMENTS?
Through what means can less-developed cmmte helped to finance these growing
requirements? What role should be assigned:
a) to an increase in earnings of the less-developed countries from their exports?
b) to long-term financial assistance or credits?
c) to private foreign investment?



d) to outright transfers and grants?

C.THE ROLE OF LARGER EXPORTS FROM LESS-DEVELOPED COUNTRIESTO IN
DUSTRIALIZED COUNTRIES.

1) What can be done to arrest the treowlards a decline in commaodity prices?

2) What can be done to enable less-developeuntries to expand the volume of their
exports of primary products and agriculfursommodities to the highly industrialized
countries?

3) What importance can be attached to diversification of exports from less-developed
countries and what are the pduliiies for such countries taxpand their exports of processed
and semi-processed products?

4) What are the fields in which highly industrialized countries can meet a larger part of their
requirements from the less-developed countries? Do developments in the highly industrialized
countries entitle such countries to expect wide tailad what can be done in this direction?

5) Can the less-developed countries be encedrag meet their requirements of the less
sophisticated manufactures from one anotherthsd requirements of the more advanced
products can be met in larger measuoefthe highly industrialized countries?

6) How can the barriers to imports of pessed and semi-processed goods from the less-
developed countries be reduced?

7) Might certain special facilitis be considered where a particular industry in one of the
less-developed countries is not in a positiomdmpete on a completely equal basis with the
corresponding production in the highly industrialized countries?

D. THE ROLE OF LONG TERM CREDITS, PRIVATE BUSINESS INVESTMENT AND
UNREQUITED TRANSFERS.

1) What are the possibilities of steppinglaopg-term assistance and financial credits
to the less-developed countries? What oale Governments play in this process? 2)

Just as financial aid is often tied to purchases from the donor country, might the
repayment of aid be tied to sales to the donor country?

3) To what extent would financial assistacean untied basis enable more economic and
productive use to be made of such assistance?

4) Given the tendency to tie long-term credits to specific projects, could the whole of the
development programme in the less-develomrotries be considered as a project so as to
permit such assistance to be used as general balance of payments aid?

5) What can be done to stimulate a larger flow of private investment in the export industries
of the less-developed countries?

6) Can outright grants play a role in maintagactivity in certain sectors of industry in the
industrialized countries? It was to this gui@snaire that the note drawn up by a German
participant referred. In a preliminary paragrafbiis note recalled ghdifferences of opinion
which exist as to the most effective methoflaccelerating economic development and, more
especially, as to which forms of assistance should be given priority. Some emphasise the
provision of capital, others stress increasedetrétdvould seem, said the author of the note,
that technical assistance is the most importamt fof development aid in that it creates the
requisite conditions for rational employmentoaipital as well as intensification of exports.

Other measures may prove ineffective unless the countries receiving aid possess people
trained to make the maximum use thereof. Only a balanced development policy, moreover,
can contribute to the solution of the gigantic problems confronting those countries and no such
policy can succeed unless supported by those countries own efforts and determination.

The author of the note went on to develop a certain number of considerations embodied in
10 paragraphs:

1 Without increased trade political assistance, the debts of the developing countries will
continue to increase so that in the foreseeable future they will either no longer be able to meet
their credit obligations or will be forced twmt down their imports thereby making progress
impossible. For many of the developing countries which already use 15% of their income for
the payment of credit debts, the time whenditigation will become critical is not very far



away. This dilemma can only be overcomeabseries of co-ordinetl measures: increased
exports, productive use of credit, technicaistaince directed to specific projects and
increased use of private capital. Hence the inapae of the outlets made available to these
countries.

2 It is not easy to answer the question raised as to the importance which trade with
developing countries represents for the indakized countries because of the different
conditions in which the latter find themselvesnémlly speaking, the pduction of industrial
plants, equipment and machines will be stiambedi. As regards consumer goods, the demand
will only gradually increase. In order to avoid atfbnary tension in the developing countries,
however, steps should be taken forthwith toviie for adequate supplies of everyday utility
goods.

3 Opinions differ as to the effectivenessraiv material agreements as a means of
raising the export yield of developing countriigs certain that the best support for raw
material prices is provided by good businessditions in the purchasing countries. The
developing countries can rely on the suppothefindustrialized countries for all measures
directed at checking excessive price fluctuagi However, it would be going too far if
agreements aimed at obtaining ever-higher prices. Instead, the industrial countries should
abolish all restrictions on the import of symioducts, especially in the form of consumer
taxes. More important and above all more lasting results can be achieved in respect of the
export of industrial goods. Efforts aimed in this direction are essential. At the same time
account must be taken of the possibilities of the domestic market and, to begin with, simple
goods must be produced which can become increasingly complex as time goes by. This is a
long-term process which calls simultaneouslydapital, technical assistance and a great deal
of patience but it is an essential one in that diversification of dewe countries' production

is a pre-requisite for their "take-off" towardspansion. More important and above all more
lasting results can be achieved in respeth®fexport of industrial goods. Efforts aimed in
this direction are essential. At the same time account must

be taken of the possibilities of the domestic readnd, to begin with, simple goods must be
produced which can become increasingly complexaes goes by. This is a long-term process
which calls simultaneously for capital, techniaabistance and a great deal of patience but it is
an essential one in that diversification of depég countries' production is a [pre-requisite
for their "take-off" towards expansion.

1 It is not true that it is primarily the industrialized countries that benefit from the
advantages of international trade; on the contithe higher the standard of living rises in
those countries, the greater will be the incedagheir imports from developing countries, as
demonstrated by an E.E.G. report. The pressure of wages and costs in the industrialized
countries operates in this direction by opening up outlets, especially for certain goods
requiring intensive labour. The developing coiggmust display an understanding of the
protective measures taken by the industrializaghtries to protect certain sectors to their
economy, in other words to facilitate changercued adaptation, since any crisis disrupting
the latter countries would be in every way haidnditheir efforts to assist development.

2 Diversification must also involve an expasof agricultural production and this is
one of the fields where technical assistanaen more necessary than the provision of
capital because of the contrast existing leetvthe production achieved by the industrial
countries with limited areas under cultivatiordahat achieved in those countries where
people go hungry. The latter must therefore rid themselves of the necessity for agricultural
imports involving heavy foreign exchange emgiture. On the other hand, the agricultural
policy of the industrialized countries must take account of the aims of development policy,
more especially by ensuring that increasedgmtéinism does not perpetuate the existence of
unsaleable or subsidized surpluses which, oae might well have a paralysing effect on
the expansion of agricultural production ir ttheveloping countries. Trade policy measures
alone cannot bring about the integration of the developing countries in the world economy.
More especially on account of the population gigwheir industrial expansion is unlikely to
be sufficiently rapid. Hence, considerabiiensfers of capital to these countries will be



necessary for a long time to come. Assis&exclusively furnished from public funds,
however, should not be the only possibility considered. In many cases, the pos-sibility of
enlisting private foreign capital is insufficiently made use of, even though this provides a very
fruitful and efficient support in the economic field. The volume of such investments, however,
is determined by the "climate" of the developamyntries, as is provednfortunately, by the
fact that almost as much capital leaves dgyieh countries as flows in from outside in the
form of financial aid.
3 Trade policy measures alone cannot bring about the integration of the developing
countries in the world economy. More esplgian account of the population growth, their
industrial expansion is unlikely to be sufficignrapid. Hence, considerable transfers of
capital to these countries will be necessary for a long time to come. Assistance exlusively
furnished from public funds, howek; should not be the only possibility considered. In many
cases, the possibility of enlisting private fgreicapital is insufficiently made use of, even
though this provides a very fruitful and efficient support in the economic field. The volume of
such investments, however, is determined ley'thimate"” of the developing countries, as is
proved, unfortunately, by the fact that almost as much capital leaves developing countries as
flows in from outside in the form of financial aid.
4 The financial needs which persist despit fibregoing must be covered for a long
time to come by capital transfers from the puhlieds of industrial States. Opinions differ as
to whether credits or outright grants shouldceb®ployed for the purpose. It is increasingly
recognised, however, that repayment of anterest on credits involves the necessity for
economizing and making rational use of the aid provided. In addition, the provision of credits
is not only more acceptable to public opinion in the donor countries but also in the recipient
countries because of the political dependence whia be involved in certain gifts. In this
connexion, the intermediary solutions applisdl.D.A. are of considerable interest.
9. Fundamentally, the countries providing the funds consider that they have not only
the right but even a duty to watch over the use made of their aid and this perhaps explains why
such aid is more often granted for a spegfioject rather than contributed to the
national budgets. This is a sound principle, in the opinion of the author of the note who also
expressed himself as being in favour of linking aid to purchases in the donor country: there is
no reason, he wrote, why it should not be stated that aid is a contribution to establishing and
strengthening lasting trade relations with the receiving country, thus strengthening the trade
situation in the donor country. Moreover, the indascountries have virtually no alternative
since the biggest donor country, i.e. the U.Shas been concluding such tied contracts for a
considerable time past.
5 A number of difficulties and tensions havésan from the very understandable desire
of the developing countries to complete thereamic build up within very short time limits.
Such a process calls for combined efforts leyghvernment, the administration and the native
and foreign economies, and the conditions maglfor such co-operation have in many cases
not been achieved. It is therefore desirable that these countries should allow sufficient scope
for the dynamics of free enterprise, especially where there is already a broad layer of local
enterprises, so that the initiative of those in charge of such enterprises will provide a stimulus
which may be vital to economic progress.

In the course of the discussions, a number eakers stressed the disappointing results so
far obtained in development aid in view oétbonsiderable sums allotted for the purpose and
likewise emphasised the obstacles encountbsedhe Western countries in attempting to
render their aid more effective. In this conmexithe author of the note, after introducing the
discussion with a resume of the points contitieerein, observed that more than 70 billion
dollars had already been allotted to aid by the Western countries.

Certain participants wondered whether it migbt be necessary, without deviating from a
determination to continue thid, to reconsider the contention that development aid must not
be tied to conditions laid down by the Western countries nor subject to guarantees required by
those countries.



Specifically, an American participant referred to the report recently drawn up by General
Clay in order to stress that the conditionp@®ed by his government on its assistance would
henceforward be much stricter and the volume of such aid restricted. As a British participant
observed, it is undeniable that leaders in ribeeiving countries are sometimes corrupt or
venal and incapable of advancing the welfarghair people. Others, as pointed out by an
American and a Swiss patrticipant, withdraw into a species of immobilism by relying on the
aid granted them (especially when such aidfia humanitarian nature) or, alternatively,
reveal themselves incapable of planning rtheng-term development, as was underlined by
another American participant who stated that himself had more confidence in widely
decentralized local bodies than in governmeimistitutions. Additionally, as pointed out by a
Norwegian and a French participant, sevg@aernments show themselves more concerned
with incurring expenditure for prestige purpoges. setting up unprofitable national air-lines)
than with investments aimed at effecting gidaimprovement in living standards. Finally,
there is a psychological difficulty in addition to the other difficulties mentioned above when,
as an American and a British participant remthtlee meeting, governments in receipt of aid
give financial support in another quarter to actdirectly or indirectly opposed to the policy
of the donor countries.

A participant belonging to an internationabanization further remarked that it was often
very difficult to find "valid spokesmen" ithe receiving countries since there were only a
limited number of such spokesmen, with tlesuit that it could prove necessary to abandon
certain projects for this reason alone: hence the necessity (which was stressed by a number of
speakers) for giving absolute priority to theonomic, financial and adnistrative training of
local officials and business people. In this conoexian Italian participant stated that it was
essential to draw up an overall plan in eaolintry which grouped the public and private
sectors and which gave preference to educatiorintitie country concerned rather than to the
allocation of scholarships for study abroad. Sinylean American participant contended that
the training of the specializaslorkers needed for industry should not involve destruction of
local customs. A German and a Turkishrtigipant stressed the value of a positive
mobilization of skills for educational purposes, the former also emphasising the useful part
which could be played by the free trade unions in this regard.

Another, and perhaps the most important, obstexcthe improvement of living standards in
developing countries consists of the headldamographic expansion in such countries which
may well make all the Western world's sacgfcvain. This point was raised by several
speakers who cited examples in support of thieiwv that, while fully recognizing the various
objections, a greater share of assistance should be devoted to giving instruction in or
popularizing the use of various birth-control and family-planning methods. A French
participant also voiced the opinion that thegration of nationals from the poor countries of
Asia, Africa and elsewhere towards other caeriis could not provide a solution because of
the social, moral, religious and health difficulties involved for those concerned.

Relatively few speakers committed themselmeshe respective importance of aid provided
from public and private funds but all agreed on the need to enable developing countries to
build up an economic potential which wouldypide continually increasing foreign currency
earnings simultaneously with an expansion of local consumption. An Italian speaker listed the
following four forms of assistance in order of priority: 1) technical assistance; 2) economic
aid; 3) trade facilities; 4) private capital. thte same time, however, as a French and a British
participant pointed out, increased trade cannotegarded as a substitute for assistance (if
only because exports are drawn from the colsibgsources) but as an essential complement
to such aid, a complement which, accordinghe British speaker, must become increasingly
important with the passage of time.

An important discussion took place concerning the question of aid tied to purchases in the
countries supplying funds, some participants not wholly sharing the German rapporteur's
favourable view of this formula. One speakanirded the meeting that the result as far as the
receiving countries was concerned frequently took the form of an increase in the cost of their



purchases, amounting to as much as 20% for certain products according to O.E.C.D.
calculations. This point was also stressedablyrench speaker. Some countries, such as the
United States, which have real balance of payments difficulties, can justify tied assistance;
others seek to justify it by reference tdfidulties which in fact represent domestic over-
consumption and which cannot in any way be solwetied aid. But in the case of the United
States, asked a participant from that counaing those countries which criticise the "tied"
system ready to share the conditions which exeés difficulties? As regards Great Britain, a
participant from that country justified the tying aid by the fact that an important production
potential there is currently under-employed.

The conditions surrounding the allocationgaivernment credits were likewise mentioned
by various participants. It would be desirabdecording to one of them, that such credits
should be granted for periods of twenty or thirgars rather than ten which is too short a time
in which to complete a project. On the other hand, the lenders should have some say in
choosing among the projects submitted and betaljie on those which seem to offer the best
returns, if only because repayment of the foamould thereby be facilitated. An American
participant spoke in favour of making creditnes more flexible, specifically in order to
lighten the payment of interest which weighs heavily on the economy of the countries
concerned. Certain rules governing the allocaviloans should, however, be jointly adopted,
in the opinion of a French participant, if only to avoid a sort of competition, a "dumping of
credits”, which would encourage certain useless investments and lead to a dangerous degree of
indebtedness.

The importance of the role which foreignyate capital can play in investments in
developing countries was recognised by moshefspeakers. If local conditions are such as to
encourage national enterprises, said an Amepeaticipant, the same holds true for foreign
investors, on condition that they are not made the subject of discriminatory laws as has
happened in certain countries (e.g. in Brazil as regards the oil industry). The same speaker
considered that at least in Latin America, pté/foreign investments were much greater than
the balance of payments of the countries concewauld lead one to suppose. Against this, a
British participant contended, on the basifisfown country's financial contributions, that
world prospects were not favourable to privaitvestment, more especially because of the
poor prospects for profits which the developamgintries afforded. As might have been
expected, the question of guarantees to forigigestors was raised by several participants
who referred, more particularly , to thrgernational Chamber of Commerce code and
especially to the draft multilateral conventiainpresent being drawn up by OECD and to a
draft arbitration clause submitted by IBRD. Dissions currently under way within OECD on
this topic are of a highly technical nature, acaogdo an international participant. Two aims
are involved: on the one hand, to instituté'iamestment court" (the appropriate draft has
already been drawn up) and, on the othereitaforce the formal guarantees. On this latter
point, several difficulties will have to be overcome by OECD which is examining the
possibility of a multilateral system (certain countries already have a purely national system)
and an association of receiving countries with that system, more especially in respect of the
possible payment of indemnities. At the sainee, however, it would be undesirable to do
away with a certain margin of risk, if only discourage undesirable investments. The United
States Government, according to a participant from that country, is following this survey with
interest but fears the psychological effect okaplicit declaration of principles which should
be taken as a matter of course. Certain developing countries, for their part, fear that their
formal adherence to those principles may berpreted as a political alignment with the West.

It might be preferable, as another participamggested, to institute suehsystem within the
broader framework of IBRD.

An element of primary importance in providiegcurity for investments is that the country
receiving assistance should maintain a healthy monetary system. This point was particularly
stressed in the course of the discussion by@harman rapporteur who emphasised that this
was a factor in establishing confidence whasénternational law could replace the action of
the governments themselves.



The role of investments in power sources was particularly underlined by an American
participant who cited as an example the fact that the total production of electrical power in
India was only 50% more than that of BelgiuThese investments govern the expansion of
the economy but it is essential that a global effarbehalf of industrial equipment should be
undertaken at the same time since it is recogritsztdl 2% of the total investment linked to a
given source of power is devoted to the production of such energy and 88% to its utilization. It
is therefore important that the expansiomle¥eloping countries should enable them to
accumulate sufficient wealth to support and make efficient a programme for providing power
equipment and, as may be seen, this process involves all aspects of the economy.

While all speakers seemed agreed on the faedeveloping countries to effect a
continuing increase in their export trade and hence for the industrialized countries to
encourage this evolution, various points/w emerged both in analysing the present
situation and in seeking the necessary methadsifaroving it. In this connexion, said one
international participant, it must be bornenind that the countries concerned are not all at
the same stage of development as regards their export capacity. Some of them—this being the
first stage—can only depend on their agricultural and mining products to obtain the currency
and thereby the capital goods they need. Othleesdy possess a certain industrial potential
for which fresh outlets must be found. lonsidering the agricultural products, said this
speaker, it was necessary to differentiate betwregncal products in the strict meaning of the
term and those products which could alsddumd in temperate regions. As regards the
former, he agreed with the German rapporteuraandmerican partici pant in considering that
the industrialized countries should be ablalolish all tariffs and taxes without thereby
endangering their economies. The latter, on the other hand, presented a number of problems
which were extensively discussed by variougip@ants in the course of the meeting. It
would seem that the Western countries are not in a position purely and simply to open their
frontiers without causing serious disturbances @irtbwn agricultural sectors. In any event, if
it is desired to move towards increased asde industrialized countries' markets for
foodstuffs from developing countries, the former, as a Belgian participant pointed out, must
first stop increasing their own agricultural protloi since it is their own surpluses which
cause world prices to drop. This pre-supp@sesconversion of rural areas and agricultural
populations in the temperate countries, a recime which cannot be carried out overnight
and which, in any case, will be by no means easy.

In this connexion, a number of participants raised the question of *'terms of trade", in other
words the relationship between the prices of raw materials from developing countries and the
prices of the industrial goods which they abliged to purchase from the industrialized
countries. The Indian author of the questionnaire distributed to participants indicated that the
former had constantly fallen over recent wedihis view was challenged by several par-
ticipants. In actual fact, one of them contendrath deterioration was not especially evident
if one took a long-term view. In 1950-1952p@riod which was oftetaken as a reference)
there had been an abnormal rise in prices because of the boom occasioned by the Korean war;
in subsequent years, on the other hand, the liquidation of stocks established at that time had
had a markedly 'depressive effect on priGg—and this was recognized by all the
speakers—it would be more accurate to say that it was the prices for industrial goods which
had steadily risen over the same period. Varfao®rs were cited in explanation of this
situation: wage increases exceeding productyéins, "inflation of demand"—all the greater
in that it had been contained during the weaang. This latter factor was contested by an
international participant whaoasidered that it was particularly important not to impose
artificial curbs on demand in industrial countries but rather, while maintaining a policy of
expansion, to try and control the inflation okt®which, additionally, had a harmful effect on
rates of exchange. Whatever the roots of the ivilas agreed that the "terms of trade" over
the last ten years had operated to the detriment of the developing countries and that it was
therefore necessary to achieve a healthier relation between the prices for their sales to
industrialized countries and the prices of theirchases in those countries. In this connexion,



several participants considered the valueahmodity agreements. Most of them were
sceptical on the question but a British participant cited certain examples of such agreements
within the Commonwealth to support his view that the West should not be discouraged by
certain political difficulties from adopting thiparoach: it should be possible, he contended,
to guarantee the maintenance of developingqittées’ currency earnings by having recourse
where necessary to compensatory financi@reggements. Arguing along different lines, an
American participant expressed the viewattthe disadvantages of such arrangements
outweighed their advantages: stabilizing depé&lg countries' export gains automatically
signified ceasing to increase them. And if gairse to be increased by raising prices, this
would be in fact assistance and not a tra@asure and the consumers in the industrial
countries would have to foot the bill. Moreoyi# agreements wereoncluded for some
products and not for others, such assistancednlely benefit those participants producing
the former and, in addition, would not enahtey pressure to be brought to bear on the
countries concerned to induce them to imprthedr production and distribution methods. A
French participant relied on similar observatitmseach slightly different conclusions and
wondered whether it would not be more ecoraahior the industrial countries to avoid
seeking to influence the "terms of trade" htithe same time to give a solemn joint
undertaking not to benefit there from. He nexnended that this be done by the industrial
countries agreeing to increase their aid to offset such deterioration as might be noted.

What can the more advanced countries daskist the developing countries increase their
industrial exports? As a French participant obséy it would be unthinkable to help them
establish a production potential without at thenedime providing the appropriate outlets.

But, independently of any steps in thakediion, there are sometimes certain inherent
difficulties which were particularly emphasisey a Norwegian and an American participant:
the quality of such countries' deliverigsdaservices is not always in accordance with
European standards, particularly wheredpaan cadres have departed after accession to
independence. In addition, their harbour facilities are often excessively limited.

The main difficulty, in any case, and one which was mentioned by several participants, lies
in the barriers set up by the industrial cowedrio protect their industries against a trade
offensive on the part of those countriesiabhpossess cheap labour and are thereby in a
position to offer goods at lower prices. It isidr as a German participant pointed out, that
future action by trade unions in developing countries aimed at higher wages may reduce this
disparity, as already proved by the example of Jgadmench speaker, however, considered it
desirable that that country should occupy aegmetitial trade position in Asia rather than be
considered as an appointed purveyor to the West).

The decision to open Western markets to industrial products from developing countries is
therefore, as a British participant pointed out, primarily a political problem. It is because of
the political links within the Commonwealth, added another British participant, that the
United Kingdom Government has made consitie progress in this direction over recent
years. But at the same time it has haldawe its own industry carry out reconversion
measures which were particularly marked in respect of textile factories (especially in
Lancashire) where the labour force dropped in the course of a few years from 600,000 to
200,000. This example was used by several participants during the discussion. A French
speaker referred to it in rexonending rules which he considered should govern the opening
of Western markets to such products: in thet folace, the markets would have to be opened
by the various Western countries in concert. In this way, the developing countries' exports
would be spread out over wider markets whergassingle country were to open its market,
the violent repercussions on its industries widwive a psychological effect running counter
to the aim sought. In the second place, such action should be gradual in order to leave the
threatened industries sufficient time to reconvert. On a purely practical level, the most
favoured nation clause should be applied irota of the developing countries without
hypocritical loop-holes such as limiting the reduction of tariffs for products which those
countries supply on a large scale and the imm@liged countries might waive reciprocal
application of the clause. On the other hahd,developing countries themselves would



have to agree to limit their exports so as to avoid disturbances in the importing countries and
certain recent cases demonstrate that suahtaoly limitation is nbimpossible. A British
participant regretted that trade betwées developing countries themselves was not
increasing as rapidly as the rest of worklitler and recommended that, in addition, the
practice of quotas should be dropped wheredilifpersisted. An American participant
observed that it was essential to combatghradoxical tendency of citizens in the
industrialized countries to favour provisiohaid from public funds—which they, as tax-
payers, financed—rather than the opening of markets which represented less of a burden on
the tax-payer but the effects of which were urdtedly more apparent (and more difficult to
handle since they occur in such branchethagextile industry where large numbers are
employed and research budgets limited). While a world-wide solution to this problem may
be necessary, it is nonetheless true that partihgeographically limited efforts already
instituted are of considerable interest, mespecially in that they sometimes indicate the
path to be followed. In this connexion, an Arican participant cited the case of the Central
American common market which has increasade be tween the associated countries and
which encourages small local industries foiichtthe national context is inadequate. The
example of the association of African countries with the European Economic Community
was mentioned by several speakers and, more particularly, by an Italian participant who
pointed out that the interest of this association lay mainly in its equality aspect which
enabled African leaders to be associated with the decisions taken. This idea was taken up by
a British speaker who emphasised that the dissential was to deal with questions of aid
and trade alike through the medium of institutions which gave the developing countries the
feeling that their interests were being protelcand their problems dealt with from their own
point of view.

In the course of the various statements, #easity for an ever increasing co-ordination of
the aid given developing countries by thdustrialized countries was emphasised by a
number of speakers and would seem to h@en lgenerally recognised. Any "cacophony” in
this field, said an American participant, mbstcarefully avoided and this opinion was echoed
by an Italian participant. An Italian participant likewise reminded the meeting that the steps
taken should lead to an organization on asakequality which would seek to settle the
developing nations' problems on a world-wideele if need be receiving delegations of
sovereignty. Whatever the institutional framekvohosen, however, it is essential, as a French
delegate emphasised towards the end of the discussion that the Western countries should agree
within the context of such co-operation to htre financial burdens and the responsibilities.

* *x %

Before declaring the meeting closed, H.Rfie Prince of the Netherlands extended the
assembly's warmest thanks to its French hosts and to the various members of the Secretariat
and then went on to outline some of the insgrens to be derived from the three days of
discussions. It would seem, he said, thatstilations recommended by the various speakers
for the problems involved were unlikely to bereservedly acceptable to all participants. No
satisfactory solution had been found to the most important issues which was not a tragedy so
long as we were agreed on the basic principles. It was true that the confusion reigning ever
since 14 January might seem disquieting and discouraging but the West could not allow such
confusion to continue. In regard to nuclpamblems, a way would have to be found between
the American monopoly and defence on a purely national basis. The United States had made a
considerable effort by advancing various proposals which had not so far convinced everybody
because certain problems had not been dealt with or at any rate not clearly set forth. It might
be that the solution to defence problems lag European force integged in the Atlantic
framework.

Regarding item Il of the Agenda it was cleaattthe Brussels set-back was a symptom of a
crisis within the Alliance and not its cause eféwould seem to be certain weaknesses in our
ability to define an equal partnership withir tAtlantic framework. Perhaps there had been a



tendency to talk light heartedly about this. @heur tasks should be to show ourselves more
precise regarding this partnership and yoaind define our objectives in the political,
economic and military spheres.

It would not seem, unfortunately, that Great Britain's entry into the Common Market was
imminent. But what happened within the E.Ewauld be of crucial importance, not only for
the members themselves but also for their pestoatside the organization and especially for
the United States. In this context, the spregdip of the majority vote procedure for the
E.E.C.'s external negotiations, as proposetiMayparticipants, might represent a solution to
the dilemma confronting several member countoes between their desire to go on with the
integration process and their anyi¢d avoid endangering their good relations with the rest of
the free world. It was likewise clear that fireal outcome of the Kennedy Round would be a
new test of the strength and cohesion of tres¥&n world. True, as certain participants had
pointed out, it would be a mistake to attastdue importance to the successes and failures
which would inevitably take place too strictbyt, in the last resort, success was essential
because of its immense importance to theioela between the various partners in the
Alliance.

When the Bilderberg meetings began, sai@.H. the Prince of the Netherlands, their aim
was to foster greater understanding between the Americans, on the one hand, and the
Europeans, on the other; unfortunately, thesspnt meeting had made clear that the Europeans
no longer spoke with one voice but the original aims remained unchanged. And if our
American friends, concluded H.R.H., returrieame a little uneasy perhaps by the extent of
the problems confronting us, they could, on the other hand, be sure that most of their European
friends believed in the permanence of their policy towards Europe, without which such a
meeting as the present one would never have been possible.



