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INTRODUCTION

The fourteenth Bilderberg Meeting was held at the Villa d’Este, near Como
(Italy) on 2, 3 and 4 April 1965 under the chairmanship of H.R.H. the
Prince of the Netherlands.

There were 87 participants representing the United States, Canada, fifteen
Western European countries as well as various international organisations,
and drawn from leaders in the field of politics (governments and parliaments),
business, journalism, public service (national and international), the liberal
professions, trade unions and employers’ organisations.

In accordance with the rules adopted at each meeting, all participants
spoke in a purely personal capacity without in any way committing whatever
government or organisation they might belong to. In order to enable partici-
pants to speak with the greatest possible frankness, the discussions were confi-
dential with no representatives of the press being admitted. A short communi-
qué, enumerating the items included in the Agenda, was issued to the Press
at the close of the conference.

The Agenda was as follows:
I. Monetary Co-operation in the Western World
I1. The State of the Atlantic Alliance.




MONETARY COOPERATION IN THE WESTERN
WORLD

The groundwork for the discussion of this item consisted of:

— a memorandum drawn up by a European participant, which was distri-
buted prior to the meeting;

— an oral statement made by an American participant.

*
% %

The European rapporteur began his memorandum by re-stating the two
main objectives of international monetary policy since the second world war:
convertibility of national currencies and liberalisation and non-discrimination
in international trade and payments, the attainment of which by about 1958
had in turn given rise to two major problems:

1. the problem of maintaining equilibrium in the international payments

of the major countries;

2. the functioning of the international monetary system.

I. THE PROBLEM OF EQUILIBRIUM IN INTERNATIONAL PAYMENTS

The rapporteur pointed out that the problem was not a new one but the
views on how to maintain payments equilibrium had changed with the passage
of time. Under the gold standard the maintenance of payments equilibrium
had priority over other policy objectives, such as high business activity and
price stability, and no view was held as to inflation or deflation. It was the
severe depression of the thirties which changed these objectives. Governments
strove to reduce internal unemployment and at the same time to soften the
external effects of their internal policies by means of stringent regimentation
such as exchange controls, import restrictions, etc...

The post-war system as mapped out in 1944 at Bretton Woods, when the
International Monetary Fund was set up, had attempted to achieve a com-
promise between these two extremes, the idea being to recreate an inter-
national division of labour, characterised by increased international trade,
while at the same time ensuring the attainment of the major objective of full
employment. International balance was to be assisted by control over capital
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movements, which was to be supplemented if necessary by the non-discrimi-
natory re-imposition of quantitative import restrictions, if approved by
GATT, in case of serious payments disequilibria, and devaluation in cases of
“fundamental disequilibrium”.

An essential feature of the system was the assumption that it would work in
a world where the United States would remain the dominant economy that
country being the only one with large monctary reserves and a tendency
towards balance of payments surpluses. In order to enable other countries in
case of payments deficit not to resort to the extreme measures mentioned
above, financial means were to be provided by the I.M.F., the latter in turn
being mainly financed by the United States. )

It was also assumed that there would be a short transitional period covering
the change-over from wartime to peacetime ¢conomy, but in fact this period
lasted much longer than had been foreseen and only came to an end in 1958
with the restoration of currency convertibility. It then became clear that the
conditions under which the system had'to function were far different from
what had been supposed in 1944. The main differences were:

a) The United States no longer constituted the only major economic
centre, and Western Europe had become a second one.

b) As a result of this recovery, and of the 1949 devaluations which had been
equivalent to a revaluation of the dollar, it was Western Europe and not the
United States which showed a persistent tendency towards balance of pay-
ments surpluses.

c) The United States, with a payments deficit, was unwilling to resort to
the instruments foreseen in the Bretton Woods System (capital controls,
restrictions and devaluation), both because' of traditional economic philo-
sophy and so as not to compromise its position as centre of the 1nternat10nal
monetary system and leader of the Western Alliance:

d) A small group of prosperous nations had emerged, which had liberalised
not only trade but also, to a large extent, movements of capital, and were
unwilling to go back on such liberalisation.

e) These countries were less disposed than had been assumed to change
exchange rates, partly because of the disruption that such changes cause in
trade and finance and partly because of the speculative movements liable to
accompany such changes. ‘

The resulting situation could be summarised as follows: a small group of
major countries had largely forsworn the instruments for maintaining balance
of payments foreseen at Bretton Woods. They wanted to reap the benefits of
intensive international trade and payments relations, and therefore aimed at
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maintaining strong currencies, large monetary reserves, a large degree of
freedom for international trade and capital movements, and stable exchange
rates. At the same time, they wanted to attain full employment, a high rate of
economic growth and price stability, without allowing any of the impulses
received from the éutside world to have an effect on the national economy, as
had happened at the time of the gold standard.

Hence, a major problem of economic policy for the countries of the Atlantic
World was how to reconcile freedom for international transactions with
important objectives of domestic policy, and still ensure international pay-
ments equilibrium. They sought to do this by attempting to coordinate their
economic and financial policies.

Continuing, the rapporteur pointed out that, in the Atlantic World, this
task of coordination had been entrusted to Working Party 3 of the O.E.C.D.,
which included representatives of the United States, the United Kingdom,
the Common Market countries, Canada, Switzerland, Sweden and, since
1964, Japan. Experience had shown the advantages of keeping the size of this
group within reasonable limits; these were the countries upon which mainly
depended the stability and proper functioning of the world economy and
monetary system, and it was between these countries that the major imbalances
occurred. An adjustment of the exchange rate of any one of them might
threaten the stability of the world monetary system.

The problems encountered in the coordination of policies were as follows:

a) When should a deficit be eliminated through adjustment policies and
when was it sufficient to finance such deficit?

b) What measures should be adopted in the case of adjustment?

¢) How should the burden of adjustment be divided among surplus and
deficit countries?

The rapporteur mentioned the classification often made in economic
theory between various types of balance of payments deficits:

a) “Temporary” or “reversible” deficits not necessitating drastic measures
and sometimes due to political developments.

b) “Persistent” deficits necessitating measures of adjustment.

¢) “Fundamental” deficits calling for a modification of the exchange rate
in addition to measures of adjustment.

This distinction provided the basis for a judgement on the remedies ap-
propriate in each case. Deficits of category (a) were the type for which short-
term central bank credits could be appropriate, but such credits would be-
come dangerous if they fostered the maintenance of the deficit, to say nothing of
an increase in it. This was the reason why the countries of Working Party 3

11




had decided on a multilateral surveillance of the ways and means of financing
deficits. .

It was for this reason that “easy” financing was not appropriate for category
(b) deficits, in.respect of which multilateral financing by the I.M.F., sub-
Ject to the adoption by the country concerned of a strict programme of adjust-
ment, was more suitable. .

For category (c) deficits monetary ﬁnancmg was not acceptable at all,
since unrealistic exchange rates should not be financed by monetary credlt.

The rapporteur pointed out that category (b) was the commonest type of
deficit and that the question arose as to how the burden of adjustment should
be shared among surplus and deficit countries. The answer depended partly
on the cause of the deficit needing correction. If the cause was excessive de-
mand in the deficit country or insufficient demand in the surplus country, the

remedy was easy in principle. However, policy makers were sometimes-

prevented from using the appropriate policy instruments by such considera-
tions as the pressure of publlc opinion, ill informed concerning what was at
stake.

But the major 1mbalances of the last few years had not been of such arelati- -

vely simple nature and had been due to both disparate movements of costs
and unbalancing capital movements. As long as such a situation persisted,
international equilibrium could only be ensured by:

— a certain degree of unemployment in deficit countries and some prlce
inflation in the surplus countries; .

— some direct influence on capital movements (e g. through selectlve tax
measures or moral suasion); :

— restriction of imports (e.g. surcharges);

— as a last resort, a change in parity.

The use of each of these measures was painful. They involved a political
choice which, moreover, could hardly be based on strictly national consi-
derations, both on account of their influence abroad and because of the ques-
tion of sharing the burden of adjustment. :

Working Party 3 was adding a new dimension to monetary cooperation,
by discussing this question of burden sharing.

One of the problems of disequilibrium arising in the Western world was
that of movements of capital from the United States to other countries owing
to the recent phase of rapid economic growth in Western Europe. The result
had been a deficit in the United States balance of payments which, in the
late fifties, had been of the same order of magnitude as the increase of the net
private capital outflow. This had given rise to the problem whether the
equilibrium should be restored by a reduction of the current account surplus
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or by an adjustment of the capital movements. In recent years there had been
a tendency to look somewhat more to the latter solution on both sides of the
Atlantic, since: ‘

— adjustment of the current account would probably be 1mpossxble except
at the cost of substantially increasing U.S. unemployment or further inflation
in Europe;

— a painful adJustment of the current account might have to take place in
a reverse direction if the capital flow to Europe were to stop;

— an excessive and per51stent inflow of foreign capital might 1rouse polltlcal
resistance, as it had done in Canada and France; .

— it might be considered preferable for surplus savings to be directed ta the
developing countries.

The rapporteur pointed out that, since 1960, the tendency of the U.S.
balance of payments had been to increase both its surplus or current account
and its net capital outflow. He hoped that the measures recently adopted by
the United States authorities would be effective and furthermore that European
governments would encourage increased capital outflow from Europe.

So far as the United Kingdom was concerned, he thought that the current
account position needed strengthening} in order to avoid the renewal of recur-
rent balance of payments crises.

It was a matter of urgency to eliminate the deficits of the U.S.A. and the
U.K. for a number of reasons: , . )

a) in the interests of the Atlantic Group’s cohesion, it was desirable to
avoid a continued development of two groups in the monetary field—the
“EEG-surplus countries” and the “Anglo-Saxon deficit countries”;

b) excessive deficits by the reserve currency countries undermined confi-
dence in the existing international monetary system;

c) objective leadership by the United States in the mternatlonal monetary
field would only be forthcoming if that country were freed from direct balance
of payment worries.

Closelyrelated tothe problem of adjustment of theU. S deficitwasitsfinancing.
This problem had two aspects liable to give rise to conflicting views:

a) since the U.S. dollar was a reserve currency, prudence was required in
judging the extent of gold loss which could be sustained without causing
speculative capital movements;

b) this did not absolve the U.S. authorities from taking adequate measures
to ensure equilibrium, such as were incumbent on all countries,

In order to deal with the threat of large-scale conversions of reserve cur-
rencies into gold, “General Arrangements to Borrow” had been concluded in
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December 1961 between the “Group of Ten Countries” and the LM.F.; by

the terms of which the Ten, in the event of such threat, agreed to make

available to the IL.M.F. up to a total of 6 billion dollars of their currencies.
These agreements:

1) made it possible for the United States to draw on the LM.F.;

2) provided a reasonable safeguard agamst speculatlve attacks against '

reserve currencies; 3

3) underlined the special collective - respon51b111ty of the Group of Ten
countries for the maintenance of the monetary system;

4) provided for a procedure of consultation and approval which increased
the influence of the European countries in the I.M.F. and thus adapted
to the current situation the balance of power in the Fund as it had
been established at Bretton Woods;

5) led to meetings of the Ministers of the countries of the Group of Ten,
thus allowing for the discussion of major monetary problems on a poli-
tical level.

The rapporteur thought that these General arrangements constituted a
well-balanced compromise between justified demands by the European
countries for greater influence in the affairs of the I.M.F. and the difficulties
and dangers of overhauling the structure of the Fund and of giving too pre-
ponderant a role in its functioning to the major members. '

2. THE PROBLEM OF THE INTERNATIONAL MONETARY SYSTEM

Given the special respons1b111t1es of the Group of Ten, these countries had
decided to embark on a common study of the international monetary system,
the results of which were published on August 1o, 1964.

Gold remained the basis of the system, but reserve currency holdings played
an increasingly important part. While, during the decade 1954 to 1963,
nearly $ 6 billion of gold had found its way into the official reserves, this
was accompanied by an increase of nearly $ 8 billion in foreign exchange
holdings, to say nothing of a wide range of bilateral and multilateral credit
facilities which had come into being.

The accumulation of reserves in the form of foreign exchange came naturally
to the countries belonging to the so-called “currency areas” (Sterling and
Dollar), whose international trade and financial operations were preponder-
antly centred on the United Kingdom and United States, to the mutual ad-
vantages of the countries belonging to such areas and their respective centres.
But most of the members of the Group of Ten traditionally held the bulk of
their reserves in the form of gold, and while they had accumulated large dollar
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balances in recent years, they were becoming increasingly aware that such
accumulation contained an element of credit granted to the reserve centre.

The gold exchange standard that had thus grown up had served remarkably
well over the past 20 years and, amongst other things, had made it possible to
achieve the main economic goals, i.¢. a high level of employment and free inter-
national exchange of goods and services, which had been set at the end of the
Second World War; moreover, many countries achieved a rapid economic
growth. The main problem remaining unsolved was the persistence of inflation.

The objections against the existing system were not that it was unable to
create sufficient liquidity, but rather that such liquidity was created too
haphazardly and was too closely geared to the balance of payments position
of the reserve currency countries, particularly the United States. There was
a certain amount of contradiction between the fact that a United States
deficit provided the world with liquidity in the form of dollars and the fact
that this same deficit caused a lack of confidence in the dollar. Inversely, a
restoration of the U.S. balance restored confidence in the dollar but dried up
the source of hquldlty '

So, the necessity of reforming the system was generally realised, particularly
in view of the fact that the dollar appeared to be approaching the natural
limits to the amount of short-term debts that reserve currency countries
could accumulate. But it seemed unlikely that the currency of any Common
Market country could play the same role, for a number of reasons. Nor
indeed was such a development desirable, since it would again make the
creation of international liquidity dependent on the balance of payments
position of the major countries instead of being managed consciously in
accordance with predetermined objectives.

Further objection against the existing system was that, by accepting dollars
as monetary reserves, the monetary authorities of other countries became too
dependent on American monetary policy. This was primarily due to the
tendency to regard the parity of the reserve currencies as unchangeable so
that, in case of disequilibrium, the other countries were faced with a choice
between deflation or inflation on the one hand, or a change of their parity on
the other. It was also feared that, by accumulating short term debts, the
reserve countries would be in a position to finance large exports of long-
term capital with all the political and economic power attached thereto.

A reform of the international monetary system based on existing institutions
was now generally advocated. There was a general rejection of any proposals
to change the price of gold or adopt fluctuating exchange rates. This was the
starting point of the survey recently carried out by the countries of the Group
of Ten. It was agreed that there was no overall shortage of liquidity, although
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this did not imply that all countries had sufficient reserves. It was also recog-
nised that a moderate increase (25 %) of the quotas of the International
Monetary Fund would be appropriate. Furthermore, it was agreed that some
reform of the mionetary system was necessary for the following reasons:
1) The future supply of gold could not prudently be expected to meet the
growing liquidity needs of an expanding world economy. '

2) The United States could not safefy continue to supplement gold pro-.

duction by running a balance of payments deficit indefinitely, thus
accumulating short term debts which constituted reserves for the coun-
tries holding them,

B

3) It was unlikely and undesirable that any other national currency would..
assume the function of an international reserve currency in the near .

future.. . . e

Some form of additional reserve assets would therefore have to be created.

Discussions regarding the form these future assets should take were highly

technical and no agreement had yet been reached but the basic political

problem could be described as: “to whom and by whom should the new reserve
assets be issued?”. This gave rise to another question: what “needs’ were

legitimate? There were various possible answers: .

1) Those of the countries with a balance of payments deficit and low
reserves. This, however, led to the danger that.the financing of balance
of payments might be made too easy, while giving too little incentive to
combat inflationary tendencies. - . . .

2) The new reserves could be distributed on a prorata basis in aecordance

with existing reserves or I.M.F. quotas. The first possibility would make

it possible to take into account the wishes of the various countries to
accumulate reserves, while the second. would make it possible to take
into account certain political facts. :

3) The new reserves could go to countries in- process of development,
which had the greatest “nced” of them. -Although this method had poli-
tical appeal, it gave rise to the most serious objections of a practical nature,
owing to the almost unlimited demand for development capital. Pres-
sure by the countries concerned for the creation of ever more inter-
national money might give rise to inflationary tendencies similar to
those which might arise at national level when the issue of money by a
central bank was unduly subject to political influence.

"The second question was: “who will decide on the amount of the new
assets to be issued?” Since there was no formula to measure the adequacy of
international liquidity, it would be necessary to make institutional arrange-
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ments for ad hoc decisions, and it was important that such decisions should
be kept free, as far as possible, from short-term interests of individual coun-
tries or groups of countries, and that the only relevant criterion should be
avoidance of world-wide inflation and deflation, There were two points of
view on this subject:

1) Monetary stability being in the interest of the world as a whole, it was
imperative that all countries should have a voice in the matter, and
decisions should be taken by the Board of Governors or the Board of
Executive ‘Directors of the International Monetary Fund. A decision
taken by a small group such as that of the Group of Ten would be politi-
cally unacceptable to the less developed countries and would not ade-
quately safeguard the interests of the other countries.

The other view was that creation of a new reserve asset resulted in
establishing claims against certain countries. Bl'l_t in terms of real re-
sources, the only countries capable of honouring these claims were the
advanced industrialized countries already working together in ‘the
Group of Ten. In view of the considerable risks of inflation involved in
the creation of new reserve assets, it was important that there should be
an institutional arrangement enabling the major economic powers of
the world to keep the operation under very close watch.

N
~

Closely connected with this question was that of who should issue the new
reserve asset. Those who argued in favour of decisions by a limited group
would have difficulty in accepting the idea that the I.M.F. should issue
them. The rapporteur considered, however, that this did not exclude the
possibility of a special responsibility being entrusted to the Group of Ten,
under the auspices of the I.F.M., as a result of _a compromise agreement
recognising the special position of the Ten, rather in the same way as‘thc
General Agreements to Borrow had done in respect of the‘(‘:redit operations
of the Fund. ) .

Another question was to what extent a reform of the international system
was an urgent matter. There were some who denied this urgency. In their
opinion there was sufficient liquidity and they feared that reform might wea.ken
the importance of the dollar. They hoped the monetary system would right -
itsell by its own means. Others considered that something ought to b.e done
because the existing instability was aggravated by uncertainty concerning the
future, which gave rise to undesirable practices and proposals, such as pro-
posals to increase the price of gold or to create a European reserve currency,
bilateral financing of balance of payments deficits etc.

In conclusion, the rapporteur stated that it was not clear what solutions
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number of observations and ideas.

ered so strong
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woucllfl finally emerge. He considered it was fortunate that there seemed to be
?l;) isagreement as to the necessity for investigating new ideas providing
. . ?
€y were constructive and could be put into practice without interf;

. ering with
what had already been achieved. He suggested that, in this connectioi, the

same courage might . . . .
the I.M.F..g might be needed as that which had inspired the founders of

.

* * *

he lappm teu ap, ' IIlOlaIldulIl a IllllIleI [8) uestions tOl
T T pcndcd to his me
f que T

*

I. fI:Ia? tge burden of tl'le balance of payments adjustments been shared
tilr yl chc%n tgc United States and continental Europe? Are changes in

¢ relative burdens desirable? i ievi ili
e irable? What is the urgency of achieving equilib-
2. D(;)cs the pl‘esent.ox‘gaqisationa] set-up of monetary cooperation seem
E..l?t.quate for dealing with the special economic relations and responsi-
tlities among the members of the Atlantic Group? Does Working Party

3 suffice? What changes are necessary? A i ini
S, y? Are‘more meetings of Ministers

3 c\ﬁ’rhat are thte advanta%ts and disadvantages of the increasing American
€ct investments in Europe, irrespectiv '
Srobos pe, pective of the balan(‘:c‘ of payn‘wntsA

4. What u!gCIle must bC attach d t erna mone-
€ o a refor Ill‘ of the l’nt tional e

.

5. To whom shou]d newly created international reserve -assets belissuéd?

Initially:

to the industrialised nations:

to less-developed countries; ,

to all countries in relation to thejr Fund quotas?
6. How should the creation of new assets be managed?

by the International Monetary Fund; ‘

by the IMF on proposal of the Group of Ten;

by the Group of Ten? ,

* * *

An American participant opened the discussion by putting forward a

He stated that for the past twenty five years the dollar had been consid-

that its generalised use as a reserve currency could be taken for

granted. This was why the U.S.A.’s current balance of payment difficulties

gave rise throughout the world to a, be it perhaps exagerated concern. These

difficulties could be attributed, not to any weakness in the United States

economy, but to the very rapid growth of the economies of other Western

countries. It was therefore neither necessary nor desirable that the former
pre-eminence of the dollar in the monetary field should be maintained. But

this change of relative position had not been accompanied by the assumption

of fresh responsibilities in connection with the need for reserves by the other

currencies, However, the speaker pointed out, the monetary system should

not be considered as the prime mover in this process: money was merely a

mirror which reflected the achievements of the economy. He thought that
extreme prudence should be exercised in proposing radical changes, which alone -
would notsuffice to remedy thesituation. Therole of the dollar alone should not

be exaggerated in the future, and the currencies of the other major advanced

countries should be entrusted with responsibilities appropriate to their

situation. And so far as the problem of adjustments between advanced coun--
tries was concerned, the remedy should be sought in the economies as such
and not merely in the monetary system. )

The speaker emphasised the importance of realising that the existing
monetary system still had vast potentialities, as had been revealed by the
recent credit facilities, the creation of which had been mentioned by the
rapporteur; these could have far greater long-term significance than speculative
manipulation of one or another currency. Apart from the part played by the
LM.F. in this respect, mention might be made of the development of the
various arrangements between countries enabling them to finance practically
any sort of deficit. These were being increasingly used, in combination with
reserve assets, the former simultaneously acting as a disciplinary factor to
enforce the adoption of the necessary measures of economic recovery. Tem-
porary expedients, therefore, were of far less importance than a method of
long-term adjustments to be used between economies of widely differing
characters, and a reform of the international monetary system alone could
not bring about’'such adjustments.

The speaker thought it was essential to be somewhat more introspective in
examining the system which was available, which could be really meaningful
if it resulted not only in a “multilateral surveillance” but also in a joint effort
of mutual assistance in making our payments balances really complementary.
In view of the fact that the economies of the various countries concerned did
not always advance at the same rate, the monetary arrangements between
the various countries and the International Monetary Fund for all countries
in the world could facilitate smooth advance free from the disturbances
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which accompanied the gold standard, which the speaker described as an
over-simplified and outdated system. He concluded by expressing the hope
that the monetary system would be directed and controlled by the leading
nations, fully conscious of their responsibility. The United States for their
part were quite willing to assume an increasing share in this respect. In
particular, it was essential to ensure increasing “‘multilateralisation” of the
expedients available for strengthening existing reserves and creating new ones,

and to make a better use of the former. He agreed with the rapporteur that the '

LM.F. constituted the most appropriate framework for the development of
such a process.” | ' ‘ i

*
* *

In the discussion which followed, most speakers dealt jointly with the prob-
lem of international payments balances (paying particular attention to the
situation in the United States and Great Britain) and that of the functioning
of the international monetary system. For the purpose of clarity, these two
problems are dealt with separately in the present Summary, which follows the
lay-out of the Introductory Paper. It was not always possible, however, to
make a clear distinction between these two subjects, owing to the fact that they
are interwoven, as many speeches had shown.

* ¥
BALANCE OF INTERNATIONAL PAYMENTS

An American participant referred to the analysis of balance of payments
disequilibria of his country and gave a description of the measures adopted to
remedy them. He pointed out that the cause of disequilibrium was not the
trade balance, which showed g surplus, and said that for the past four or five
years his Government had been striving to reduce the repercussions of its
economic and military assistance mecasures on its balance, be it without
eliminating or even reducing this assistance to any great extent, Disequilibria
had become acute eighteen months previously with a disproportionate in-
crease of foreign dollar loans on the United States market at more attractive
rates of interest than those prevailing abroad; this induced the United States
Government to institute an interest equalization tax, which was expected to
be rather efficacious. However, some nine weeks previously, the capital
outflow, both on short and long term, had increased to such an extent that the
Government, anxious to avoid authoritarian currency control, had asked all

those concerned, both lenders and investors, to exercise voluntary restraint,
under the auspices of the Federal Reserve Board so far as the banks were
concerned, and under the supervision of the Department of Commerce in the
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case of industry. In particular, the former were asked not to allow t}Tcxr,
engagements abroad to exceed 105 % of the.engagements of the prevxouj
year. This was by no means an easy matter, since the deman(fl from abroa:
continued to be strong. But the banks and industrial enterprises were fully
prepared to assist the Government, and the system had shown 1tsc!f to.be
efficacious: animprovementin the United States balance of payments situation
had already been noted. )

A European participant asked whether such measures, 1f they prov.ed.ef-
fective—which he expected they would be—and successful in re.-estabhshmg
equilibrium by the end of the year, were not .liable to have gnd651rable effects
in the long run. He wondered whether it might not be better to s.upPl?ment
them with other measures aimed at reducing the abundance of liquidity on
the American national market. : - -

In the ensuing discussion, other European participants, while recognizing
the cogency of measures adopted by American Gove}'nment and business ,
circles, expressed the hope that they would not be contm\\e'd for too long. If
they were not completely successful, they should not be conS{dered as the 0§11y
possible means and perpetuated for that reason. A SWCdlS-h, a Norwegian
and a Dutch participant all pointed out in similar terms that, if these measures
would be successful, they might well have a restrictive effect on.the expansion
of Buropean industry, owing to the resulting shortage of 'capltal; a Br1t1§11
participant added that this would also encourage deflationary trFu.ds, in
which view he was supported by a Norwegian and several F)ther partx({lpants.*
A German participant also stated that on the long run this 'would bring the
problem of creating international liquidities to the fore again. ‘

An American speaker expressed the firm hope that current measures would
be effective shortly, and therefore be suspended or at least'gradually reduced;
lic based his optimism on the healthy situation of the Umt‘e,d States economy
already mentioned by another American participant, and on the competitive
position of its inclustry. Subsequently, other American sPeakcrs §uppor'tcd this
view. He pointed out that, after all, the income from capital previously 1r}vested
abroad had made a by no means negligible contribution to the present impro-
vement, and if current measures rendered investmer%t in Europe less attrac-
tive, it might be possible to restore the balance rapidly. .

He admitted that, so far as the complementary part that might be played
by measures aimed at a moderate tightening of the cgpital nfarket‘ was con-
cerned, this was a problem which was currently the subject of discussions in the
United States. '

Another American speaker considered that circumstances allowed a slhlght
increase in the interest rates, without involving any danger of compromising
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the economic growth which had been proceeding for 50 months or of causing
unemployment. Two other American speakers, however, expressed the con-
trary opinion. One of them said that measures of this sort might compromise
the conditions of price stability and full employment in which this growth
took place, while the other said it should not be forgotten that, at national
level, the American Government had launched a vast programme of full

employment, assistance to certain regions and expansion of educational -

facilities, while at the same striving to lighten taxation. Such a programme
was possible only under conditions of a steady economic expansion, and any
restriction of eredit would constitute a threat to such expansion -  threat to be
avoided at all costs. As against this, an international participant pointed to
the example of Europe which showed that high interest rates were not incom-
patible with economic growth. : e

On the subject of the American balance of payments deficit, many speakers
devoted part of their speeches to the problem of American investments in
Europe, some of the European participants taking the opportunity to express
their views as to the advantage of such investments for the receiving country.
A German participant said that the main reason for the American deficit was
to be found in the extent of the responsibilities taken and undertakings given
by the United States since the end of the last world war (Marshall Plan,
assistance to underdeveloped countries and military undertakings for the
defence of the free world); he did not think that investments played a'decisive
part and considered it would be a bad thing for Europeans to discourage them.

A Dutch participant also recalled that, combined with American aid, U.S.
investments in Europe had made a vast contribution to the post-war recovery
of the European economy, but the proportional importance to the national
economies of the countries concerned should not be exaggerated; according to
the EEC Commission, these investments accounted for about 2 % of overall
investment in the six countries; in the case of Germany, the proportion was not
more than g or 4%, and in the case of France it was only 1.4%. Out of a
total of 40 billion dollars invested by America at the end of 1963, 10 billions
had gone to Europe, while out of 8 billion dollars foreign investments in the
United States, 5.5 billion had come from Europe. Any European measures
inspired by hostility to American investments might well give rise to counter-
measures in the United States.

An international speaker, whose point of view was also expressed by a
Canadian participant, pointed out that foreign investments should not be
assessed according to their cash value alone since they were frequently ac-
companied by the introduction of new techniques and ‘“‘know-how”, which
in themselves had helped to equalize the level of industrial progress on the two
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sides of the Atlantic, at a time when Europe was still lagging behind in this
ct.

resAchrench participant, supported by a compatr.iot, said that, Whi.lC.FC-
cognising the advantages of American investments in EuropcZ the possibility
might be considered of restricting them, or at least accepting them on a
selective basis, and limiting them to fields where ncwtcchmque§ and means f)f
production were necessary, while avoiding those where fresh investments in
markets already saturated were likely to disrupt the economy_unc.lul'y. The
second French participant thought, however, that the necessary llmltathns
should emanate from the American industrialists themselves, with the advice
of their own government, rather than from Europ?an govcrnments‘. )

The Dutch participant who had already spoken intervened at this point to
state that many foreign investments were inspired not (?nly by the mere
desire to make profits but also by the wish of countering high customs 'tarlffs.
This applied both to American investments in Europe and European invest-
ments in the United States. The speaker therefore considered that. a general
reduction of customs tariffs would make an important contribution to the
long-term solution of the existing disequilibrium problem.. .

A Belgian participant and a number of oth(?r speakers, mcludl'ng a Nor-
wegian and an international member, agreed with the ra.pporteur in empha-
sising the importance of setting up a real European caplta}l market.. ‘Narrow
regulations and national jealousies had the effcz:t of fr.cczmg a conmdcrabl‘c
proportion of European savings, which were looking for investment opportuni-
ties. In this connection, it was striking to note that the two deficit countries—
the United States and the United Kingdom—were precisely those which had
the most highly developed capital markets. Europcan' f:ountrics had made
less progress in this direction than in that of liberalising trade. And yet,
Europe was certainly in a position to finance her own dcvel.opmcnt from her
own savings, and even to export capital, jointly with the United States, to the
under-developed regions of the world. The rapporteur added, -howev?r, tl_lat
what mattered was to reduce the net movements of capital in either direction
across the Atlantic, rather than to reduce the gross capital flows
themselves. : - )

An Italian and a Dutch participant supported the argument of thft Belgian
speaker, already mentioned, and developed it even f‘urthcr. Whllc many
European industrialists might see cause for anxiety in certan Am.erlcan
investments, the answer to the challenge should be found by Europe in her
own energy and potentialities by means of positive measures. The pre-re-
quisite for this was the creation, by way of mergers and agrc?ments, 9f major
European production units on a scale comparable to those in America, and
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the development and intensification of European cooperation in the field of
scientific and technical research. The Italian speaker added that such steps
ought to be facilitated and encouraged by the Commission of the European
Economic Community, . .

A number of speakers echoed the remarks of the German participant who
had already spoken, by expressing a desire that, in considering the United
States deficit, Western countries should not confine their attentions to invest-
ments alone, but should cooperate in other fields. A Norwegian and a British
speaker even spoke of a “Marshall Plan in reverse” in this connection. After
all, they said, by eliminating a few items from their assistance programme,
the United States could wipe out their deficit; here, they were alluding to a
remark made by an American participant, who had pointed ot that his
country’s trading surplus (6 billion dollars) did not suffice to cover the cost
of the various foreign aid programmes undertaken by the United States on
behalf of the free world. The British speaker again intervened to state that
he considered a more equitable distribution of world burdens among Western
countries desirable. The rapporteur concluded by saying that in any case a
step forward would have been taken if European countries with considerable

surpluses were to effect advance reimbursement of their Marshall Plan debts
to the United States.

*
* *

While the majority of speakers who dealt with this subject mainly concerned
themselves with the United States balance of payments, some also mentioned
the balance of payments deficit of the second provider of “reserve currency”—
the United Kingdom, . ; '

A British speaker pointed out that, while the dollar played a unique role in
providing access to gold owing to its convertibility, Sterling played a secondary
role in providing access to the dollar to the countries of the Sterling Area, and
to some extent to all countries which held Sterling. A sort of equilibrium was
established in the Sterling Area, the members of which had free access to the
central reserves of the Bank of England, owing to the fact that the United
Kingdom was an exporter of finished goods, while the other members were
exporters of raw materials, with the effect, in case of a rice in raw materials
price, of increasing the resources of the Area, while the British balance proper
suffered from the situation. But the demand for dollars by members of the
Area resulted in a constant pressure on Sterling. Equally the monetary
measures recently adopted by the United States had not failed to influence
the position of the Pound Sterling, for as distinct from the pre-war period,
the ratio between the United Kingdom’s short-term engagements and liquid
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assets had greatly deteriorated. In other.words, the United ngdom”s r;stj,r.ve;:
were extremely limited as compared with the extent of the country’s <;1elg !
trade and international engagements. Any ﬂu.ctuatxon in the balan?e o pg)gs
ments, therefore, had to be corrected very rapidly, especially as},1 ocvlvmg to 1r ;
same weakness, any movement affecting the demand for dollars had even mo
apid repercussions on Sterling. X -
m};;d trhg longer run, there were two pe'rsistent burden.s engumbtzlr?gf tl:z
British balance of payments situation: a high level of foreign aid an N e Fxtll
on the one hand, and the increase of imports as a result of the growt 0 '*Ae
domestic economy on the other; in addition, the latter had causfed a rlts;l: 101}
costs (particularly wages), which was greater than the rate o't gl:\:n h;ad
productivity. Moreover, in 1964, the British ba!ance of: payments situati o bad
been even further aggravated by a very extensive capital outflow, mainly du
to investments in the petroleum industry. There were, however, bett.er pro:;
pects for 1965, owing -to a reduction in investments abroad and an increa
in r the Sterling Area. ) .
mliflveizl?rn?;ional partifipant drew attention to the ha.ndlcap‘ which thg
lack of a rural reserve of manpower constituted for the United ngd<1)1.n ana
deplored the fact that it appeared impossible.for t.hat country tofac ne;;eent
rapid rate of economic growth without running into !)alance o pi)if nont
problems. He thought that the necessary processes of ad_]lﬁlS‘thnt wouf ] ?he
longer than in the case of other countries, wh-lch made it 'ntlzlces;arynczd ;
United Kingdom’s balance of payments deficit to be partially na Z
means of a loan on a longer term than the temporary monetary assistance t
which it currently resorted. Another international p.art1c1pz?.nt., how?v?:,
pointed out that there was no “magic wand” for financing unlimited deficits

over an unlimited period, and when the time came for the I.M.F. to. renew

the temporary credits which were being current!y .gran.tedf the, Ur.lited King-
dom would have to submit a detailed plan for eliminating its deficit.

* * *

THE PROBLEM OF THE INTERNATIONAL MONETARY SYSTEM

During the discussion various opinions were expressed both on thfi detfecits
of the existing system and the remedies and m.lp.rovements to be made o tst
but it would appear to have emerged that participants agreed on twoli)o'mf :

~ the idea of returning to the old system of the gold sFandard and thatof a
modification in the price of gold were out of the question; 4 not

— the necessary reforms should be based on the existing system and no
upset it.
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A German speaker referred to the disorders created by the International
Mo.netary System after the first world war, and particularly in his own country
dur1.ng the period 1922 to 1929. On the other hand, in spite of their weaknesses
the Instruments devised at Bretton Woods had worked very well, and it was’
during the period when they were being fully applied that wester,n economies
had recovered most rapidly. No doubt, the transition from a shortage of
dollars to the existing situation had not been foreseen, but that did not impl
the‘neccssity of a return to the gold standard or of setting up a new int}Zr)-'
n.atxonal reserve currency system. He thought that what was required was to
llghtcn the burden on the dollar and Sterling by entrusting other currencies
w1t.h more responsibilities, and to abandon certain “automatisms” in favour
of joint agreements.

A number of these points were taken up by other speakelis who pointed
to the benefits of the system in force which, as an internation’al participant
statefl, had been to some extent distorted by the persistence of the Amcr}i)can
deficit—a fact which revealed that a certain limit had been reached. This speak-
er and another international participant pointed out that this limit was the
amount which creditor countries were prepared to keep in dollars. A British
speaker added that this limit was also determined by the deficits which the
two reserve currency countries could allow themselves, since such deficits
were, in the last resort, indebtments, : i

A number of participants thought it was essential to adjust the deficits of
these two countries before considering a reform of the international monetary
system. A Belgian participant pointed out that, if for no other reason, this was
because. speculative mcasures which might be encouraged by the pf’:rsistence
of deficits coglfi constitute a threat to the very foundation of the system. A
Germa.n participant pointed out that these deficits could not be eliminated by
rcforpnng the system. Other speakers contended that the elimination of such
deficits, or even their reduction, could give rise to other problems, not the
least of which would be a slowing down of the European rate of gr(;wth and
the resurgence of certain deflationary trends.

An international participant said that, when considering the disequilibrium
caused to the international monetary system by the United States balance of
payments deficit, attention should also be paid to the responsibility for the
situation borne by the surplus countries. The latter, in resisting inflation, had
sometimes placed excessive restrictions on credit, thus creating distor’tions

in the movement of capital by attracting availabilities from the deficit coun-
tries. It followed that, when it came to restoring the current situation, the
surph}s countries must also play their part, or in other words share the bu,rden
of adjustment. A German participant, however, thought that, in doing so,

g
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they should try to resist “imported inflation”, the danger of which ought not
to be under-estimated, On this particular point, an international participant
had already cxpressed his confidence in the instruments which should be
available to the governments of the various countries in this respect.

However, a French, a Canadian and a Belgian participant believed that
the main task fell to the deficit countries in correcting their balance of pay-
ments situation. :

A Belgian participant, referring to the Memorandum and enlarging on it
somewhat, emphasised the variety of categories of deficits and thought there
might be more than the three listed in the Memorandum. Thus, the American
deficit, which was accompanied by stable prices, could not be compared with
the conditions obtaining in certain European countries, where a deficit was
accompanied by rising prices. The diversity of situations called for a diversity
of remedies.

An international participant, referring to the problem of investments
abroad in this connection, wanted to dissociate it from the problem of the in-
ternational monetary systemj in this he was supported by an American speaker.
Another international participant brought out its relatively limited nature.

Some participants analysed the respective parts played by the dollar and
gold in the existing monctary system and improvements which might be
made to it. A Swedish' participant, expressed a certain concern prevailing in
business circles; he emphasised the importance of a stable exchange system to
ensure future progress, and thought that, with a world economy progressing
at a rate which the extraction of precious metal could not follow, the im-
portance of gold was bound to diminish. A French speaker, on the other
hand, maintained that gold remained the basis of international trade, although
he did not consider that its parity with the dollar should be modified. This
was not a reason for thinking that gold was the only means of settling inter-
national debts, and even the partisans of gold considered that other instru-
ments such as credits were desirable, as had appeared from a recent speech by
the President of the French Republic.

A Danish participant, while declaring himself opposed to a devaluation
of the dollar, wondered why gold should be the only basic product whose
price could not change. He coupled this with two other questions. If, after all,
the price of gold were increased in relation to the dollar, would all the other
currencies be devalued? And would world prices automatically rise in the
same proportion? He wondered whether the Sovict Union might not onc day
declare at least the partial convertibility of the rouble, thus wielding an in-
fluence over the Western monetary system. An American participant who
had already spoken answered that a stable price for gold in dollars was an
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essential because the world economic community needed a system of reference
based partly on the parity of the currency which played the preponderant
role, and, while countries whose currencies played a lesser part could modify
their exchanging rates to some extent, it might be considered that the United
States had lost its liberty of action in this field, on account of the country’s
importance. As for the risk of the rouble being made convertible, he thought
the Russians had too great a need of their gold as a tactical and strategical
instrument; in addition, they would not be inclined to comply with the
discipline imposed by convertibility. - :
Another American participant intervened again to point out the dilemma
in which the United States was placed by its role of reserve currency centre,
when confronted with the necéssity of restoring its balance of payments. He

thought the problem could be solved, but he wondered whether there was .

not a specific idea underlying the emphasis currently placed on the part
played by gold in connection with these difficulties. Although the policy of
the United States was not to devalue, since it was felt that the dollar should
be considered “as good as gold”, this did not mean that the United States
would always be prepared to buy all the gold offered. He concluded by saying
that the dilemma was becoming so serious that the time was approaching when
changes would have to be made in the system of payments.

Towards the end of the discussion, the rapporteur said he would like to
clear up one or two misunderstandings. The fact that a number of European
countries held reserves. of gold was based on long-standing tradition, and by
converting dollar surpluses acquired over the past few years into gold these
countries were not attacking the monetary system or indulging in an anti-
American policy. On the other hand, countries which held gold in this way
should understand that other countries had always held their reservesinother
forms (Sterling or dollars) and should above all refrain from arousing sus-
picions likely to encourage such countries’ to change their habits, which
would give rise to real dangers; fortunately, the danger signals announcing
such a trend had not yet been observed. It was natural that countries which
had reserves of gold should think, when there was talk of reforming the mone-
tary system, that this might have repercussions on their gold holdings.

The American participant who had made the introductory oral statement
expressed similar views and pointed out that, while there was room in the
present-day world for all sorts of procedure, it would be as well if gold-holding
countries were prepared not to refrain from using also gold for settling their
deficits, but he thought it was even more important that means should be
found of supplementing gold, Sterling and the dollar by common agreement.

At the special request of the Chairman, a European participant expressed
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the point of view of the European Economic Community towards two ques-
tions: ) ‘ i

— Could the Six be considered as a monetary unit?

~ If s0, how could they contribute to a solution of international monetary
problems? o

He said that, to a large extent, the Six already constituted a monetary
unit, since the development of trade within the Community had been such
that any modification of excliange rates by one membeér country would have
disruptive effects; and the fact that agricultural prices had recently been
fixed in units of account made such modifications evén more difficult. In
addition, the six countries were all in a similar situation, with positive ba.lances
of payments and, considerablc reserves without short-term debts, whfle'the
recent recovery in the Italian situation without resorting to import restrictions
provided an excellént example of joint action within the Com'mumty.

Answering the second. question, the speaker said that the Six had already
made a considerable contribution to world monetary equilibrium, as was
shown by their share in the I.M.F. credits, (which came to 80%,, not counting
the part financed by sales of gold). What more could they do? The speaker
agreed with the rapporteur in rejecting the idea- of setting up a Eurc.)pean
reserve currency, which would only be possible as a result of a long period of
deficits. He considered such a course highly improbable and every other
procedure artificial. In his opinion the Six would tend increasingly to act as a
unit, and this was desirable, for example in adopting a common at‘.tltude
towards the composition of their reserves, in acting jointly in the ﬁna.ncmg f)f
medium-term .monetary credits, as in the case of the British deficit, or in
deciding on a common policy in connection with long-term investments. The
speaker considered that in all such cases a joint attitude had better chances of
being reasonable than indjvidual policies, sinct the extremes can'cFled each
other out. But all this was possible only if the sound monetary position of the
Six were maintained and present risks of inflation were kept in che(.:k. "The
Community must be in a position to assist other countries without getting into
difficulties itself. -

A Canadian participant, while agreeing with the two participants who
had opened the debate, emphasised the imperfections of the system. The
monetary system might well be a “mirror” of our economy, bu? the .fact
remained that its functioning had repercussions on the solutions which might
be found to basic problems. The existing system was erratic and unreliable
from many points of view, particularly because it rendered us dependent on
phenomena which could not always be controlled, such as the processof
formation of rcserves, movements of capital, and fluctuations in the balances of
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payments of one or two countries, particularly the United States, not to
mention questions such as Russian sales of gold. It was thereforc necessary to
have a system of international reserves giving confidence and allowing of a
smoothly growing economy on the basis free international payments, although
without a reversion to the gold standard or the creation of a new reserve unit.
Confidence was absolutely essential, particularly for preventing deflation
crises.

The same Canadian and other participants dealt with the question as to
what reforms should be introduced in connection with the problem of the

creation of fresh liquidities and of the institutional framework w1thm which -

such operations should be carried out.

Various opinions were expressed as to the advisability or urgency of creating
fresh international liquidities. An American participant expressed the hope
that first of all the concept itself would be clearly defined by means of an a-
nalysis of concrete probléms. In this connection, an international participant
drew a distinction between “conditional” liquidities which were in his opinion
provided in sufficient quantities by the LM.F. and various bilateral arrange-
ments, and “unconditional” liquidities which could reasonably be provided
by the ILM.F., but not by a small group of countries for their exclusive use,
Here, the General Arrangements to Borrow provided a fairly good precedent.

A British participant mentioned two obstacles to an agreement regarding
the creation of fresh liquidities. Firstly, debtor countries were hardly in a very
good position to dictate the solutions which they needed, and secondly, for
historical reasons, the United States and Great Britain had adopted an at-
titude very different from the policy of the Common Market countries towards
this problem, the former fearing deflation as much as the latter feared in-
flation. He himself hoped that, in the event of a threat to international
tracle, the risk of inflation would not be the main preoccupation. An Italian
and a German participant put forward the opposite point of view. The former
thought that the term “expansion” which was very fashionable in European
countries, was a euphemism for inflation, but governments, trade-unionists
and even, to a certain extent, employers were much too prone to think that
“everything could he done very quickly” and embark on expenditure without
keeping in mind the amount of revenue required to pay for it; any increase
in liquidity, by eliminating the salutary fear of a balance of payments crisis,
might well do away with one of the last remaining brakes on this tendency (in
this connection, a British speaker thought that the competititon resulting
from increased liberty in trade would constitute an equally effective brake),
The German speaker added that even if the expansion of international trade
were to become slower than over the last few years as a result of measures now
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being adopted by the United States and Great Britain to reduce their balance
of payments deficit, the prevailing trends were undoubtedly inflationary.
That being so, it was not advisable to create fresh liquidities. On the other
hand, once the United States and Great Britain had restored their balances
and the surplus countries had succeed in resisting “imported inflation”, the
problem would be a long-term one and would have to be solved by appropriate
international cooperation. :

A British speaker intervened again to state that the countries which had
the most extensive reserves were those which had the least need of them; he
thought the problem was to distribute such reserves rathet than increase
them. On the other hand, in view of the fact that currency reserves were
merely the reflection of former deficits and that those of the United States and
Great Britain had attained their reasonable limits, Western countries, inclu-
ding Japan, would have to discover jointly the various forms that could be
assumed by a new international reserve fund, supplementing gold, the dollar
and Sterling, although not supplanting them.

A Belgian participant thought that gold reserves would have to be supple-
mented by some other similar means, if only because gold production was
increasing by only % to 1 9%, whereas countries were adopting policies to
increase national products by from § to 4 %, but he trusted that no new, and
untried system would be devised. He thought that the foundation should be
a sound one, and of all instruments available, the I.M.F, could be used more
systematically and constantly, e.g. for such purposes as the periodical settle-
ment of balances, rather  than being considered as a last resort in difficult
situations. Such a procedure would enable the Fund to act more rapidly and
efficaciously in a deteriorating situation, :

A number of participants mentioned the role of the I.M.F. in correcting
disequilibria and the creation of fresh liquidities as well as the part which the
Group of Ten should play in this matter; the majority agreed with the proposal
put forward by an international participant that action should be undertaken
by the Group of Ten through the I.M.F., with which, incidentally, the rap-
porteur agreed. A French and Belgian participant expressed the hope that the
increasingly large share in supplying the ILM.F. (and the LB.R.D. and
international transactions generally) assumed by European countries would
be taken into account by giving them a larger say in the affairs of this organi-
sation. The Belgian participant added that countries with supplementary
claims on the fund ought to be given special guarantees (super gold tranches),
which would also provide an extremely simple and practical way of increasing
liquidities and reserves.

An international participant reminded him that the system of weighted
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votes in force at the LM.F. already gave the Group of Ten a majority; he
deplored the fact that all European countries had not taken advantage of the
opportunity of increasing their influence when the quotas had been raised,
recently.

A European participant, who appeared to have the backmg of most other

speakersin this connection, hoped that, so far as the extent and distribution of .
new liquidities were concerned, these would be created in a flexible manner as.

requirements made themselves felt, and that fresh liquidities would be distri-
buted to the various countries on the basis of their quotas or reserves at the
L.M.F. He also hoped that another method could be found in connection
with existing dollar balances so as to reassure the Americans about the
risk of large scale conversions into gold. The rapporteur mentioned, in this con-
nection, that the creation of fresh liquidities might occur, not only in the form
of credits but also in the form of an increase in owned reserves, such as
those held within the I.M.F, )

It was pointed out on several occasions during the debate that modifications
to the monetary system should not be devised purely and simply by experts
but that busmessmen, and above all responsible political authorities should
take a leading part in dev1smg a better state of affairs. A number of speakers,
who appeared to be expressing the view of the majority of participants,
considered it a matter of urgency—particularly in order to avoid unilateral
actions and half-measures which, as a Greek participant. pointed out, are
showing an alarming tendency to increase,—that responsible politicians at the
highest level should meet to consider these problems calmly, free from the
glare of publicity and doctrinaire considerations. An international participant
added that, once the United States and United Kingdom deficits had been
eliminated, it might be possible, with the assistance of existing institutions

(LM.F. and O.E.C.D., Group of Ten and Working Party 3) to reach a more .

general agreement to organise a monetary system based on realistic and
stable rates of exchange, the convertibility of the major currencies and an
unchanged price of gold.
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THE STATE OF THE ATLANTIC ALLIANCE

b

Discussion of this xtem on the agenda was prepared by

- a Note drawn up by a Netherlands participant and dlstrlbuted to partl- .

cipants prior to the Meeting; ;
— an oral statement by an American participant.

*
* L

The author of the Note began i)y pointing out that the grave difficulties and
differences of opinion in the Western world existed not only in respect of
methods whereby the Alliance functioned but also in regard to fundamental.
principles.

When NATO was concelved and in the first 8 to 10 years of its existence
a few assumptions were generally, accepted:

1. The United States was .the recognised leader of the Alliance and was
considered as the dominant source of economic.-strength, the practically
exclusive source of military strength and as incarnating the ultimate and
decisive voice in matters of foreign policy. .
European unification was promoted both on the continent of Europe and
by the United States and constituted a key element in U.S. foreign
policy while it was likewise regarded as a contribution to Atlantic
strength and cohesion. It was astonishing that practically nobody during
those years raised the question whether this state of affairs would al-
ways be beneficial to the Alliance and in the interests of the United States.

It was accepted that the military efforts of the Alliance were indivisible
and that military policy was an Atlantic function.

r

@

4. There was a general concensus of opinion that the solution of the German
problem lay in the inclusion of Western Germany in a process of European
integration. Germany could thus be tied to the West not only by an
orthodox alliance but through a federating Europe.

5. It was equally deplored in the United States and on the continent of
Europe that the United Kingdom was not prepared to join the efforts
for European integration in the sense of the Schuman-Monnet concept.

33




A

6. It was generally assumed that economic integration on the continent
was only a first phase of the federated structure which would later
exercise political functions and ultimately lead to the United States of
Europe. It was even considered that economic integration could not
survive without a rather quick political follow-up.

Over recent years, these six assumptions, once regarded as self-evident, had

all been challenged in one way or another.

The author of the Note then proceeded to analyse the three main existing
schools of thought concerning the structure of the Atlantic Alliance, em-
phasising that a certain ever-simplification of the approaches was involved and
that the various sections of opinion and the different policies did not neces-
sarily adhere to any one of them.

1. The first school, he said, wanted to increase the power and influence of
Europe to such an extent that it would eventually have an independent
policy in a world hitherto mainly dominated by the United States and the
Soviet Union. Without denying the necessity for co-operation with the United
States, it desired the option for independent European action in the possible
event of conflicting interests.

It considered that practically every assumption underlying NATO when it
was conceived had ceased to be valid. e

From the economic point of view, the Common Market was in the process of
becoming an economic unit ranking among the great powers. From the
military point of view, this school aimed. at a military posture capable of
producing a viable and independent force even if not one which could riyal
that of the United States. .

Basically, it did not believe in the permanency of the U.S. commitment to
Europe and, more particularly, did not believe that the former was ready to
meet every threat to the integrity of the European continent. Because of the
nuclear development, it could not envisage a situation in which the United
States would risk its own destruction for the sake of its European allies and
this underlay its desire to see Europe with its own nuclear force. The American
nuclear monopoly was felt to condemn Europe to a state of permanent in-
feriority and there was particular resentment of the idea that the United
States and the Soviet Union might come to an arrangement in which the
European voice would not be heard.

It believed in a natural affinity between the members of the Common
Market and considered inclusion of the United Kingdom as undesirable, more
especially fearing that the latter would be a Trojan Horse for American
hegemony.
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Its aim was to “Europeanize” Germany in the sense that the latter should
give priority to its European vocation. o )

It was against any increase in Atlantic co-operation in the economic,
political and military fields which it saw as a continuation of the United
States dominance it particularly resented. S

Whether one agreed with the concept or not, it was clear.and consistent
although clarification was needed on one basic point: it cor.nbmed the search
for European solutions to certain basic problems with t}.le idea of the supre-
macy of the nation state as opposed to European integration on the Schuman-
Monnet line. The question was how to reconcile the two concepts.

IL. The second school of thought undoubtedly comprised the great majority of
political opinion on both sides of the Atlantic which made many shades of
opinion within that school inevitable. ]

The school not only believed in the compatibility of European unity and
Adantic cohesion but even considered the former as'a pre-requisite of Atlantic
strength, in which respect it shared the views of the late President Kennec'ly on
equal partnership. Without European unity, the Alliance woul.d consist of
the United States leading a collection of individual states with national
aspirations detrimental to the Alliance.’ .

It strongly felt that Germany should be closely tied to the West through a
supranational structure. ’ '

It assumed that present economic integration would be paralysed or would
even break up if there was no political follow-up. A majority attaches great
importance to the closest possible relations with the United States but it
cannot conceive them without a strong unity’ of Europe. A majority hoped
that the United Kingdom and other non-Common-Market countries would
join the European structure but was inclined to pursue further devel?pment
without them, strongly believing that certain faits-accomplis would ultimately
impel the United Kingdom to join. Other members of the group, .'however,
attached less importance to such inclusion since they feared a watering-down
of their concept of Europe, in which respect they came close to the first school
of thought already mentioned. ) .

There were many who believed that Europe should not aim at military
independence and supported the MLF or other integration conccp.ts.’ ’Oth.ers
again hoped that “I’Europe une fois faite exercera la totalité de ses pouvoirs” which
implied its own foreign and military policy.

All of them fundamentally differed from the first approach in that t}}cy
firmly believed in a supranational Europe and held that I’ Europe des Patrzfs”
could never achieve the goals they adhered to. Such aims, together with
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further democratization of the European institutions, justified every further
step forward even if this only took place among the Continental European
countries. . ;
Members of this school were generally activists who considered any slowing
down of European unification as being by definition detrimental to the -
cause of the West.

i

III. In many respects, the small group which adhered to the third approach
was rather close to the second school but there was a difference in emphasis and,
more especially, greater scepticism concerning the value per se of European
unity. This group gave absolute priority to Atlantic strength and rejected
every form or structure which might endanger co-operation between members
of the Alliance. It strongly believed that foreign policy on the main issues and
military policy in general were Atlantic and not European functions and
hence believed that the concept of equal partnership was wrong since it im-
plied a possibility of independence in the fields of foreign and military policy
which it regarded as an inherent danger to the Alliance.

It believed, at least for an appropriate period, in strong leadership of the
Alliance by the United States and wished to see the ultimate control of nuclear

power in the hands of the President of the United States, both to ensure an

effective military policy and to preserve the peace. }

It had grave doubts as to the thesis that a partnership was only possible
between equals, . o o -

It rejected the idea of political unification.between the members of the
Common Market because of the fundamental differences apparent between
them in this sphere and considered that such unification would lead to erosion
of the “Atlantic” point of view of certain Common. Market countries. Tt
admitted that economic integration led in the long run to unification in other
fields but rejected the idea that the Common Market would be endangered
at present if there were no pursuance of political integration at the moment.

It supported every form of military co-operation and integration in the
Atlantic framework as the only valid solutions and realised that the integrity
of the West could only be maintained through the American military potential.

It recognised the importance of the German problem but considered that an
Atlantic rather than a European framework offered tlie necessary safeguards
against aresurgence of German nationalism, ifindeed such a danger existed.

It unreservedly wished for the inclusion of the United Kingdom and other
European countries in the European structure for exactly the same reasons
which impelled the first school to reject such a concept. :

It preferred a supranational Europe to “I'Europe des Patries” and a demo-
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cratic Europe to a technocratic one. Contrary to the views of the second
school in this regard, it did not, however, believe that supranationality and
democratization as such guaranteed an “Atlantic” policy.

In general, it did not wish for the moment to take important and spectacu-
lar steps in the field of political co-operation between continental European
countries out of a fear that this might lead to a further weakening of Atlantic
cohesion., - :

For the present it would prefer to limit efforts in Europe to the economic
field, to continue the struggle for the inclusion of the United Kingdom and
other countries in the continental group and to deepen and develop military,
economic and political integration, co-operation and :consultation in the
Alliance.

*
* *

In an annex to the Note, the author expressed the hope that discussion
would be concentrated on the consequences arising from these three schools of
thought in respect of future policy rather than on the validity of the respective
approaches.

s

*
* ]

Prior to the discussion and without wishing to opt for any one of the three
schools, an American participant put forward a certain number of consi-
derations in respect of European and Atlantic questions from the United
States angle. ‘ . K . '

He recalled that the progress made by the Atlantic world was based on a
profound inculcation of the lessons of history and was'inspired by the desire to
avoid the main causes of the two previous European tragedies, For this purpose,
post-war policy both in Europe and the United States was largely guided by
two principles: ' ‘

- the creation of a United Europe to put an end to destructive rivalry
between Nation States and to enable the peoples of Europe to conduct their
affairs through institutional arrangements which, by their extensive nature,
met the needs of the mid-2oth century and hence be in a position to contribute
the full measure of their capacities and resources to the world;

— the creation of a close tie between Western Europe and the United
States through a partnership which would enable the peoples of that area to
combine their resources so as to promote their own prosperity in an inter-
dependent world, cope with their joint defence and accomplish the great tasks
which confronted the Atlantic nations as a whole since these represented 9o%
of the industrial capacity of the Free World.

Those great tasks were:

o
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- the defence of those values to which we were attached wherever they
might be threatened in the world—and that danger, because of the aggressive
ideological and imperialist power of communism, was a permanent one;

- to provide our political protection and our economic and defence a,id to
developing countries. C

The Atlantic partnership as we understood it, said the speaker, implied the
total c.ommitment of American resources for joint defence, a defence system
comprising a joint command and the existence of forces which would eliminate
one of the major causes of the past tragedy, namely the refusal of America to

mix itself in European affairs until the two world wars had already exacted an

inconceivable toll. There was, he went on, a tendency to forget the extent of
the change which had taken place in American policy.

The North Atlantic Treaty and’ subsequent arrangements represented a
vast decision on the part of the United States whereby that country turned
away from isolationism for ever and irrevocably linked its own destiny with
that of Europe. '

During a long time, said the speaker, the Atlantic world had made swift
and spectacular progress along these lines: '

~ the economic integration of Europe through the Rome and Paris Treaties
had proceeded at a rate exceeding the most optimistic hopes and it seemed as
though Europe would ultimately extend its own boundaries by reason of the
United Kingdom's adherence to ‘the Rome Treaty; '

~ NATO developed and the defence of the whole Atlantic area was guaran-
teed not only by a definite and complete commitment of the U.S, strategic
fieterrent but by the institution of a joint independent command and the
inclusion of existing forces in a forward Strategy;

- thc‘ Atlantic nations were in the process of creating a basis for consistent
prosperity by co-operating on the economic level through the O.E.C.D. and
other bodies and by undertaking joint tasks through the D.A.C., etc.

The twelve years between 1950 and 1962 were the Golden Age of progress

towards European unity and the Atlantic partnership, continued the speaker.
But, at the beginning of 1963, one of the leading European nations had
started to reverse the trend by a statement which had since been regarded as the
first salvo in a nationalistic counter-revolution.
) What was the nature of this counter-revolution? In the eyes of Americans
1t seemf:d to be devoted to recovery of freedom of action and decision on behal;‘
of Nation States—a freedom of action which both Europe and the United
States had abandoned in their own commitments.

In the place of a united Europe, this counter-revolution aimed at a return
to a “fragmented”’ Western Europe. While it oddly employed the language of
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unity, the counter-revolution seemed to aim at restoring that national rivalry
between European $tates which had caused so many tragedies in the past. We
were told that the alliances were perfect but it was implied that the integrated
forces and commands should be dismantled to some extent. The British should
remain on their island and the Americans return to their continent so that
Europeans might be free to settle their own affairs in their own way—in other
words, apparently, return to a situation very like that of the past. In fact, not
only should the “Yankees go home” but so should American dollars, as had
been noted the previous day. : :

The speaker went on to say that what was even more disturbing in this
process was not only the fact that a Europe firmly based on the supremacy of
the Nation State was to be re-established but that the principle of equality
between European states—implicit in the drive towards unity—had been
replaced by the notion that some of them—or at least one of them—were
“more equal than others”, especially in the nuclear sphere, and that any
attempt to re-establish the balance through collective action should be firmly
resisted. o : :

This was how Europe appeared to America at present and while the picture
had been painted somewhat darkly so as to bring out our viewpoint, it was not
in fact unduly exaggerated, said the speaker, who emphasised the deep anxiety
which this trend aroused in him. He recognised that there were also a certain
number of positive elements: progress towards economic integration séemed
latterly to have recaptured some of its vitality and the logic which made
European unity essential contributed to an impetus which might be temporarily
slowed down or paralysed but which could not be permanently halted.

For there were very few of us, said the speaker in conclusion, who ¢onsciously
desired to return to the bad old days when the fate of mankind depended on
rivalry, jealousy and the whims of Nation States which were not channelled
through joint plans, co-operation agreements and solemnly contracted obli-
gations. He said that we all knew that such a system was ineffective and would
never function again. It was as well to recall that history could repeat itself
and that, if it repeated itself in the nuclear age, we would all vanish in a
mushroom-cloud.

*
* *

The discussion provided many participants with an opportunity to clarify
their views on the subject matter of the introductory Note, more especially in
respect of European unity and the Atlantic Alliance. It was noteworthy that
many speakers kept strictly to the pattern of the Note by treating the two
problems in conjunction—a procedure which was logical enough given that
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the subjects could hardly be separated since they related not to separate
problems but, as the author of the Note had explained, to different “schools of
thought”. In the same sense, a similar procedure has been adopted in’ the
following summary. .

Most of the speakers expressed their preference for the second school:.
while asse-ting that they favoured unification of the Six Power Ehropé—pr
even an expanded Europe—they stressed the need for close solidarity between
Europe and the United States, frequently alluding to the concept of partnership.
While certain speakers emphasised the military aspect (the functioning of
NATO) in dealing with this question, it was mostly the political aspect which
was underlined... . . ) .

Especially at the beginning of the discussion, many speakers voiced their
uneasiness over the present general situation and while most of them specifi-
cally referred to the attitude of the French Government—which was energeti-
cally defended by a speaker from that country—others sought to analyse the

evolution of the international situation. A number of factors such as the .

persistent problem of German reunification, Europe’s economic progress, the
China-USSR dispute, the specific position of certain Western countries, the
action of young nations of the unaligned group, etc., were thus highlighted.

Certain speakers alluded to the United States action in Vietnam which was |

the subject of a statement by an American participant outside the framework
of the meeting (see annex). (Because of the unofficial nature of this statement,
the various comments which followed it have not been included in this sum-
mary). R R .

Most speakers apparently considered it necessary to improve the existing

situation and, for this purpose, to make_ further advances towards European |

unity and the reinforcement of Atlantic solidarity, Various concrete sug-
gestions were put forward by some participants.

. Lo *
* *

Speaking at the outset of the discussion, a German participant postulated
the problem in the following terms: “What Europe and what sort of Com-
munity do we want?” He went on to say that, while there could be no Europe
without close Franco-German friendship, it was also impossible to envisage
European security without close co-operation between the Continent and the
United States and Canada. For this reason, great importance should be at-
tached to the preamble voted by the Bundestag at the same time as the Franco-
German Treaty which situated that Treaty within the framework of the
European Community and Atlantic solidarity. The Treaty could not be allo-
wed to lead to the joint isolation of France and Germany in respect of their
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other partners. The Atlantic Alliance should be a bridge and European %n-
tegration one of its pillars. In the military sphere, added t}}e speaker, in-
tegration should encompass a larger geographical area than just .Europe, if
only for financial and technical reasons. Europeans needed the United States
but the latter also needed Europe; every member of the Alliance should feel
it was protected. . . - . o
A British participant said that there were those who deliberately created
doubts as to the United States determination to intervene with their nuclear
power on behalf of Europe, (although without believing that such incertitude
would become sufficient to encourage the USSR to attack,Western Europe).
But if any such doubts existed as to the determination.of,a nuclear power to
defend a non-nuclear power, this applied equally to any European power
claiming to guarantee its neighbours! And those who,defended a “European
solution” in this regard were the same peoplé who proclaimed that nuclear
strength could never be shared or delegated. Even supposing this problem to
be solved, Europe would never be in a position to develop as strong a deterrent
as that which the United States had already. But, said the speaker, if the Alli-
ance existed because of that support, material co-operation between its mem-
bers was essential and it was for that reason that the British Government had
decided to abandon national control over its own atomic power in favour of
Europe as such. C " )
A Netherlands participant pointed out that there was a close relationship
between the two major long-term processes which would determine the future

role of the West throughout the world, namely the creation of a healthy gnd

prosperous European union and the formation of a strong, coherent and lasting

Atlantic Alliance. These processes should develop gradually through political |

decisions as and when results where achieved. Since no chapges could take
place overnight, many uncertainties remained (and there was no g'uqrantta’c
against such occurrences as the French veto against the United ngdom. s
admission to the Community of the Six). If there were a close relationship
between European unity and Atlantic partnership, the speaker felt that this
would be one way of avoiding the drawbacks inherent in the gradual.cha-
racter of these two processes: we should be able to expect from the Alliance
whatever Europe was unable to achieve, more especially in regard to n.uc.lea.r
defence. For this purpose, all should be ready to accept the necessary discipli-
nes and this applied equally to the United Kingdom in economic matters and
to France in the military sphere. )
A Greek speaker highlighted the communist danger in Europe; the conflict
within communist parties between the “Russian” and “Chinese” approaches
was far from settled and it even seemed as if the Chinese party was making
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progress and might influence the positions taken up by the Soviet Union in
Europe. In the face of this threat, the only course was to maintain the broad
lines of Atlantic policy so far followed by relying on NATO’s force.

Similarly, the speaker went on, while we all wanted a dialogue with the
Eastern countries so that peace might be established on solid and profitable
foundations by gradually solving thorny problems, any such dialogue should
be instituted on as equal a basis as possible and such equality only existed in
the eyes of the USSR in as far as Europe showed itself to be at one with the
United States. In any such dialogue, the Kremlin leaders would choose the
party they considered most powerful and respected and isolated or uncoordin-
ated initiatives in this field could only weaken the main spokesman.

A similar theme was advanced in the subsequent discussion by an Italian
participant who said that the Atlantic partnership did not imply that all the
partners had the same concrete potential in all fields since the goal to be aimed
at was rather a distribution of the considerable .common tasks which con-
fronted us—not only defence but also aid to underdeveloped countries
through a positive joint policy of presence, investment, technical assistance
and equitable co-operation with those peoples which alone would enable us to
make world peace a stable reality. )

The follow-up and the end of the discussion provided other participants
with an opportunity to clarify their concepts of Atlantic partnership. Their
comments on this point are given at a later stage along with the other details
of their statements. ‘ ‘

The uneasinass occasioned by the French' position was mentioned by the
German participant quoted above at the beginning of the discussion and
dealt with in greater detail shortly after by a French participant. The former
said that we were disturbed when told that we should draw closer to the East
while drawing further away from the West. And why was a conference on the
Vietnam issue considered so urgent when, on the contrary, everything had
to be clear before European problems could be discussed? The Common
Market was not solely a technical structure but also a political achievement
designed to bring about joint European views in respect of foreign policy and de-
fence within the framework of Atlantic solidarity and not to eliminate American
influence in Europe, especially if the intention was to replace it with Soviet
influence!

The French speaker raised a certain number of points which he considered
disturbing:

~ NATO’s internal cohesion was weakened by such steps as the recent
withdrawal of a part of French naval forces;

- the Common Market had had some success but the political follow-up
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had not yet taken place and everything was happening as thot}gh its sole
purpose was to add to the international weight of a single country, i.e. France;

- Trance’s diplomatic recognition of communist China, even if tho'ugh.t to
be necessary, had been unilaterally given with no preliminary co-ordlr.latlon;

_ France had adopted a firm stand in favour of neutralization of Vietnam
although one of its allies was militarily committed there. :

The speaker thought that what was’still more serious was France’s new
approach to German re-unification which had hitherto bee.n regarded as a
basic objective of the Western world as such, an approach which led Germany
to think that if it subscribed to the idea of a “European Europe”, freed as far as
possible from the presence of American forces on the Continent, then. new
horizons would be opened up through discussion with Russia. It was as if the
Germans were being offered a deal: “Break away from the United States, Fnake
an independent Europe and you will acquire reunification through discus-
sion with the USSR”, )

All these facts combined, the speaker concluded, represented a decline in
Atlantic solidarity and a threat to its unity. The idea of the “Free World”
was less keen than a few years ago. The restoration of the notion of nationa-
lism had come into conflict with the notion of communities. '

Along similar lines, an Italian speaker emphasised the danger 9f confusion
arising from the determination to obtain a joint European policy and the
ever-increasing reliance on national policies. ' o

A Norwegian participant stressed the unanimous agreement in his country
between Government and Opposition in favour of the third school of thought
outlined in the introductory Note. - o T

Defending his Government’s policy, a French speaker called on the meeting
to guard against three temptations: .

~ to say, “Nothing can be done with France, it's a bad spell to be ‘got
through, perhaps other political teams later on will enable us to achieve what
we can’t achieve just now”;

~ to say something even more dangerous, namely, “Since we can’t do
something with France, let’s do it without France or even against France”.
France was of such consequence, said the speaker, that any structure of the
kind would be artificial, doomed to failure and harmful to future relationships.
Moreover France could find alternative solutions; ]

— the third temptation was to say, “Everything’s finished, no .Europe is
possible, one can’t reach agreement with France and so we’ll do nothing at a.ll’ .

Furopean progress and the maintenance of Atlantic cohesion were possible
so long as allowance was made for the existing situation. For his own part, the
speaker suggested various bases for practical progress:

43




On the European level, the Common Market had made giant strides and
without pausing for theoretical discussions, further progress could be made in’
co-ordinating fiscal systems, social burdens, foreign inveétments, etc., apart
from the merging of executive bodies to which France had already agreed.
Many things could still be done, said the speaker, by moving gradually ahead
without an agreement on any supranational institution. France was not
opposed to the building of Europe but to a certain concept of political Europe.
That was why it had asked that the next Venice Conference be postponed
and not cancelled because it had to be carefully prepared, there must be no
improvisation which would lead to disagreement harmful to Europe—such as
that already displayed towards the “Fouchet Plan”.

In regard to Europe’s position vis-a-vis the United States, the speaker
stressed that there was no thought of throwing the Americans out of Europe
but that, conversely, it should not be assumed that Europe could not exist
without the United States.

In the course of the subsequent discussion, an Italian speaker said that he
did not understand the French position very well. If the French Government’s
insistence on ““European Europe” meant that Europe should recognise its own
responsibilities, all well and good; perhaps that position was equally ac-
ceptable if it was France’s intention to emphasise that America should recognise
Europe’s importance to a greater extent and agree to a broader discussion of
the international situation. But the rejection of NATO as a permanent organi-
zation of the Alliance and such activities as the creation of an independent
strike force were no longer understandable. The present danger lay not in an
encirclement of France, an inconceivable event, but rather in an encirclement
of the Western world by the rest of the world which could only be met by a
joint policy of presence, unity, aid and trade (and “credibility”, the current
term for atomic prestige). None of the real advances already made should lead
us to forget that, unless there was agreement on this basic point, no progress in
respect of Europe could be made in either the immediate or distant future:
Otherwise, the danger of a double game would be created, the danger of
division between European countries linked with the United States and one
country wishing to act alone with the East. This was an exceedingly dangerous
situation, concluded the speaker who wondered how such a political approach
could be in France’s interests.

Another Italian participant expressed the hope that some clarification
might be forthcoming taking the French position as an established fact. The
hopes placed in a resumption of the construction of Europe seemed to be
postponed to some future date which was apparently related to a new phase in
the evolution of European and Atlantic relations. He considered it would be
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desirable to re-open the dialogue on a broader basis, including the EFTA
countries. The E.E.C. should not constitute a frontier between the Six and the
other states of the Atlantic community, more especially as far as defence and
policy was concerned. . . )
In this regard, the speaker concurred with a British participant who had
just pointed out that the countries of the European Free Trade Association
(EFTA), not excluding the United Kingdom, were just as much a part of
Europe as the six Common Market countries and who had voiced the hope
that the two would grow steadily closer together. The question which then arose
was, “What sort of political Europe can be created?”’. The British speaker
considered that much time had been lost in discussion of supranational in-
stitutions which he argued were not appropriate and were even harmful
unless an adequate agreement on the political problems already existed. At
this point there were many disagreements in Europe and even within the
E.E.C,, such as the relations with the U.S.S.R. Another problem was that of
certain responsibilities outside Europe which -were borne by the United
States and Great Britain not shared by other European countries and which
involved the security and prosperity of Europe, whether in the Persian Gulf,
Malaysia or Vietnam. The time had come, said the speaker, to take account of
this in NATO, more particularly in regard to the sharing of defence costs. In the
political and economic spheres, he concluded, Europe might develop a separate
identity but it was undeniable that this was no alternative to our joint security.

Referring to the introductory Note, an international participant took the
view that any form of European union was compatible with the Atlantic
Alliance and NATO so long as it was conceived in a political spirit of soli-
darity and close cooperation with the other allies and especially the United .
States. There was no objection, he said to a united Europe having its own
foreign or defence policy so long as it remained in NATO as was already the
case for several potential regional groupings. Such regroupment would rather
help to strengthen the Alliance. But it was naturally essential that political
determination should remain and that the ultimate organization of joint
defence should be left to NATO.

Current discussion of the different European models, of Europe’s independ-
ence, seemed somewhat premature, he added, to the point that one sometimes
wondered “what all the fuss was about”. But such discussion was a political
reality in itself. The main danger lay in the discontent which would result
from a failure of attempts to achieve union and which might have repercus-
sions on the Alliance. It was therefore desirable from the NATO viewpoint
that “Europe should be built without further ado” rather than that there
should be a return to nationalism. The speaker concluded by voicing his per-
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sonal preference for a federal democratic Europe, as far-reaching as possible,
linked to the United States by the Atlantic Alliance.
An American participant stressed the act of faith implicit in his country’s

support for a united Europe from the outset. Such faith had been justified by-

the Europeans themselves, especially in their refusal to accept General de
Gaulle’s leadership which was erected on purely national bases. The Common
Market, this speaker said, demonstrated the possibilities of union and of co-
operation with the United States and the final act would be the outcome rather
than the cause of growing unity in the political and military spheres. Nonethe-
less, too much time should not be lost since the forces of disruption were
also at work, principally. through the internal action of communist parties and
the external action of the U.S.8.R. In this connection, the speaker recognised
that the United States itself could exercise a certain degree of centrifugal
force (particularly through their special relationships with the United
Kingdom and Germany). Europe must unite, he said, particularly in order to
present a strong front to a united Russia and thereby exercise a power of
attraction in respect of the East bloc countries as well as to be able to con-
centrate its efforts on the peaceful tasks of assisting underdeveloped countries,
Finally, such union could in several ways facilitate the reunification of Germany:
those who were apprehensive of the addition of 18 million Germans to 50
million other Germans would be less disturbed by the addition of those 18
million to 200 million Europeans or by the absorption of the Gérman army in
a European army. And if Germany, having become ready to be part of Europe,
were discouraged from participating it would be one of the greatest disasters
of our time.

The speaker likewise reminded his audience that the United States had
already indicated its willingness to review its position in regard to the nuclear
question if Europe succeeded in uniting and that the Secretary of State, Mr.
Rusk, had only recently said that his country desired to see Europe deal as an
entity with NATO.

Speaking for the sccond time, a French participant who had spoken at the
beginning of the meeting, recommended various concrete orientations. Like
the above-mentioned international participant, he pointed out that Europe
felt a need to exercise a political influence commensurate with its economic
development and that most Europeans wished neither to be satellites of the
Americans nor to constitute an independent entity of the “third force” kind.
This had given rise to the concept of Europe as an equal partner of the United
States: even if equality of resources was not achieved, it would run counter to
Europe’s impulse towards unity to refuse it equality of rights.

Allowing for the realities referred to by another Freneh participant, what,
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asked the speaker, could we do to move forward and put an end to the present
disintegration of Europe? First of all, he replied, it was necessary to safeguard
the key elements of the European community institutions which had proved
their effectiveness over recent years. But, at a given point, it would also be
necessary to undertake political action as a follow-up to economic action. And
while one might hope that the postponed Venice Conference would lead to
conclusions, it was as well to remember that the basic problem was that of
relations between Europe and the United States and it was impossible to be
too firm concerning the maintenance of such solidarity.

On its side, either Europe would become a community or it would be no
more than an alliance like so many others, i.e. precarious, revocable and ca-
pable of self-destruction.

A Netherlands participant who said he favoured the second of the schools
described in the introductory Note emphasised that his country was strongly
desirous of seeing an open Europe with no protectionist barriers and with

new ties of co-operation with the Atlantic world. At the same time, he said,

it was erroneous to say that it was necessary to devclop economic integration
first and wait and see whether it was possible gradually to integrate our foreign
policies. The speaker summed up his views by means of five postulates:

— European integration was continuing and increasingly implied joint
decisions;

— political discussions between the Six were fruitful and even essential,
allowing for existing divergencies, but, while it might not be possible for the
United Kingdom to participate in such discussions in the near future, it was
to be hoped that such participation would take place at a later stage;

— the goals were a federal structure for Europe in partnership with the
United States; )

~ the European community should be open and based on a liberal economic
approach;

— the Europe of the Six was not the Europe of the future. We should extend
its bases and, in particular, the EFTA countries should be welcomed if they
accepted the principles of existing treaties. In this connection, the speaker
expressed the hope that the Labour Party or the Conservative Party in Great
Britain—or, better still, both together—would publish a statement of intention
proclaiming that, notwithstanding the French rejection, Great Britain con-
tinued to believe that its future would be as an integral part of Europe, both
politically and economically.

Replying forthwith to this latter point, a British speaker considered that any
such commitment should not imply a weakening of Atlantic ties. Additionally,
the moment should be carefully chosen and should call for a positive reaction
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since public opinion in the United Kingdom could not accept another rebuff
in this field.

{The same point was taken up towards the end of the discussion by a French
participant and another British participant and their comments are summaris-
ed at a later point). . ) .

Continuing his statement, the above-mentioned British speaker analysed
the past and present situation of NATO in the face of the international situa-
tion. He observed that it was not enough to criticise a single country in seeking
solutions to the problems confronting the organization. He recalled that when
NATO came into being there was a military threat within Europe itself but,
over the last decade, it was not within Europe that the most serious or im-
mediate danger lay. At the present time it was to be found in South East Asia
but it might likewise arise in Africa or elsewhere before long. Moreover, there
was perhaps a tendency in the West to over-simplify current problems by
dividing the world between that part dominated by communism and the
remainder. There were, in fact, however, other hostile forces which some of us
had to confront. It was high time, therefore, that the Western powers coordi-
nated their policies in the various parts of the globe and the speaker ended by
citing various examples in support of his argument.

An Italian participant already quoted said that he, too, was in favour of a
united and democratic Europe closely linked to the United States and in-
cluding Great Britain. It should further be capable in due course of rallying
Spain and even the East bloc countries themselves. The speaker raised a
series of questions: . - T

Did any communist danger still exist? There was a tendency in certain
sectors to think that the dispute between China and the USSR had relegated
any such danger to the past but this view was not shared by the speaker who, on
the contrary, believed that that conflict involved increased risks of outbidding.

Did any danger of war still exist? Here again, the speaker felt that the
balance of terror had not automatically excluded the danger of total war and
that, in addition, the situation was propitious to the outbreak of limited con-
flicts at various points of the globe, more especially in view of the increased
number of centres of power and ambition represented by the new countries.

In the face of this increasingly complicated over-all situation, the speaker
said, a united Europe was necessary along with a “‘united United States”, It
was possible that, in this field, America did not adequately recognise the
implications of certain situations (e.g. Suez) as far as its European allies were
concerned. It should guard against a certain feeling of self-sufficiency created
by its own power and associate its allies more closely with its own decisions.

Speaking a second time, the American participant who had initiated the
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discussion emphasised his country’s anxiety in the face of various develop-
ments—or, in a certain sense, the lack of development—which had taken
place in Europe over recent years and speculated as to whether the French
position as outlined by a participant from that country might not be sum-
marized as: “Don’t behave towards France as France behaves towards you”.
The speaker stressed that his country had never apprehended that a united
Europe would separate itself from America, What the United States: was
afraid of, he said, was a fragmented Europe, reverting to the bad habits of the
past with the principle of equality replaced by rivalry and competition be-~

tween the nations for individual advantages, which would make any Atlantic -

partnership very difficult. This return to the pursuance of national and tem-
porary advantages represented a very alarming trend which highlighted the
need for mutual consultation, True enough, one and all could be criticised in
this respect and the United States itself had perhaps failed to set up: the neces-
sary machinery for consultation; but it had made a consistent effort along such
lines as witness not only certain bilateral discussions (e.g. with the British
Government on the subject of Africa) but also exchanges of views which had
only recently taken place within NATO. It should further be pointed out,
said the speaker, that the experience of the United States in regard to con-
sultations had not always proved either highly encouraging or highly pro-
ductive. Even if we did not always do what was required for our European
friends, he concluded, we were .nonetheless determined to do so.

. L : .
* * !

At this point in the discussion, the Chairman suggested that comments be

concentrated on the negotiations between the six countries for political union v

and the organization of nuclear defence so as not merely to take note ‘of an
agreement on basic concepts but also to highlight possible divergences con-
cerning the methods required to reach our objectives.

The first statements during this session reverted to the problem of joint

defence from the viewpoint of the distribution of the burdens between the

allies which had already been raised by a British participant supported by an
American participant who stressed his country’s determination to resist com-
munism throughout the world.

The international participant (the author of the introductory Note for the
first part of the agenda) emphasised the degree to which it was normal that the
question of distribution of burdens should be raised by the United States and
the United Kingdom since these countries had difficulties with their balance
of payments. He also recalled that in 1961 NATO had sct up a group of ex-
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perts to examine the problems of balance of payments resulting from the joint
military effort. That group’s work could usefully be taken up by Working
Party No. 3. ‘

In this connection, a German participant pointed out that an improved
distribution of responsibilities could only be achieved by joint deliberations in
which one and all took part. Two complementary sides of the same coin were
involved: no country could take a decision by itself and expect its partners to
support the consequences but, conversely, no country could demand to parti-
cipate in drawing up a joint policy ifit intended to dodge the financial burdens
such a policy implied. Indicating his agreement with the two previous speakers,
the British participant already. clted stressed this interdependence and said
that it was exceedingly difficult to persuade public opinion in his country .to
accept an increase in its burdens in Germany—and hence an increase in its
deficit—unless the latter country concurrently made an increased effort—all
the more so, he repeated, since his country’s efforts in Malaysia and the Persian
Gulf were being made on behalf of the free world as a whole.

Reverting to the position of the French government, the same speaker sug-
gested two important spheres of NATO strategy in which France could co-
operate without thereby forfeiting any of its partficular doctrines, namely
examination of allied forces deployed in Europe, on the one hand, and, on the
other, in consultation with the “non-nuclear’ allies and in the framework of
NATO, examination of the best use which could be made of atomic power for
joint defence. ) : ‘

A Turkish participant put forward the suggestion that certain problems
relating to nuclear weapons might become-less acute in the course of time
because the increasingly prohibitive cost of nuclear equipment might set a
limit to the ambitions of all concerned. Expressing his concurrence with the
two previous speakers as to the necessity of preserving existing institutions
without sterile discussion, this participant likewise urged that NATO should
not become hypnotised by current difficulties but should revive the conclusions
embodied earlier in the “report of the three wise men” which contained a
whole series of excellent suggestions designed to inject fresh vigour into the
organization.

At this point in the discussion, various American participants reverted to
their country’s position in the Atlantic Alliance. One of them asked whether
sufficient recognition had been given to the extraordinary innovation rep-
resented by America’s commitment to NATO and the extent of his country’s
subsequent strategic effort. In the circumstances, he said, it was difficult to
want the Americans to defend Europe and to get out of it. In this context, it
was worthwhile recalling that the United States itself was the object of ap-
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proaches by the Russians who held out as a lure the considerable advantages
which America would obtain by suppressing their military bases, withdrawing
from NATO and agreeing to the denuclearization of Europe. It might be
asked, added this speaker, how the free world would gain from seeing ea.ch
nation go its own way with its own nuclear weapons! And, together \A.Ilth
another American, he asked, “What does France expect from the United
States?”’. : ‘. .

Going beyond the limits of this discussion, another Amerlf:an participant
stressed the part played by ordinary people (and the scientists) in the evol‘utfon
of the modern world. Two notions, he said, were unrealistic: the idea existing
in Europe that the deployment of American strength in the world was eternal
and the idea existing in America that Europe would not ultimately demand
absolute equality with America in the nuclear field. The time had perhaps
come for the United States, therefore, to offer once again to Europe, on con-
dition- that it united, the equal partnership outlined by President Kennedy.
A great idea had perhaps more chances of succeeding at the present time t.har}
the innumerable small speculations arising from the situation in a given
country. ‘ ‘

Apart from the above ideas concerning the Atlantic Alliance, curre'nt
prospects in Europe were discussed at this stage by several spe.al_cers. While
stating that he adhered to the second school, an Italian participant (sup-
ported by several other speakers) expressed his doubts as to the notion that the
adjournment of the Venice Conference was designed to ensure its complete
success at a later stage thanks to more thorough preparation. He believed that
such a conference could not succeed with conclusions reached in advance and
preliminaries already defined. What was needed was confidence in the partner
and this did not seem to exist nor would it be promoted by ultimatums.
Moreover, the Europe to be created should be democratic with full par-
liamentary control, failing which there would be no purpose in creating it.

Recalling his country’s consistent line towards both the United States and
Canada and a democratic federal Europe, a Netherlands participant stressed
the essential part which should be played by both England and France in
creating European unity. Any nationalism was dangerous and that was why
the Netherlands was pleased with the ties of friendship established between
France and Germany; but he strongly emphasised that the current danger lay
in stopping the building of Europe. Existing achievements could not be allow-
ed to suffer from the current political deterioration. If the desire for or the
possibility of political integration was lacking, progress could still be main-
tained, e.g. in a common agricultural policy, customs dues, etc. On the other
hand, progress towards political union required a certain identity between
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national policies which did not at present exist. We should therefore move
cautiously in this sphere. But inactivity was hard to endure, especially for the
young and hence, the speaker concluded, the Netherlands was always prepared
to move forward in concert wit its five partners but on condition that this did
not threaten Atlantic solidarity and allowed for the fact that the Europe of the
Six did not constitute “Europe”. ) o

The same participant likewise emphasised the consistent support which the
United States had given since the war to its allies in Europe—an attitude which
was in contrast with that post 1918—and he regretted that America was sub-
ject to so much criticism, sometimes to the extent, or so it seemed, of wishing to
sce it quit the Continent. . L

An American participant put forward some suggestions which he considered
might inject some drive into the Alliance without thereby coming into conflict
with the national feclings expressed by the French Government. He said that
it was essential to evolve towards a sort of free world community without
thereby shifting away from the principle of sovereignties. There was already
one institution which had proved itself and which met these requirements—the
O.E.G.D. It could serve as a rallying point for all innovating ideas connected
with aid to development, full employment, expansion of trade, foreign in-
vestments, East-West trade, etc, Heads of State could meet within its frame
work and a “Committee of Wise Men” without supranational powers might
be appointed. The O.E.C.D. might likewise be supplemented by an advisory
parliamentary body.

Additionally, the West could act jointly, first for (thc reconciliation of .

Germany with Poland and then of the West as a whole with part of Eastern
Europe which might even have a favourable effect on the USSR, given that

country’s difficulties with China, and thereby open the way to German reuni- .

fication. This required that specific actions be undertaken, e.g. an increase in
trade (by the United States as well as the others) and cultural relations, which
would represent modest but real stages towards greater liberalization.

A British participant who said he belonged to the third school of thought
expressed the hope that the Atlantic Alliance would move forward towards
nuclear integration in a form to be discussed and, if need be, doing without
French participation. The speaker did not wish to underestimate the im-
portance of the geographical position of France in any ground war using con-
ventional weapons but he excluded any such possibility in the nuclear era
and this also applied to the possibility of a conventional war after an initial
exchange of nuclear hostilities. The speaker did not believe in these possibili-
tics. If, thcrefore, nuclear integration came about, France would have no
alternative but to join in or remain the only power which foresaw an egotisti-
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cal national solution. In this way, two birds would be killed with one stone in
that the Alliance would acquire structural unity and Great Britain V\{Ol‘lld also
perhaps be assisted to enter the Common Market. In the spfeakcr’s opinion, the
1963 French veto was motivated by the unduly close links between Grfzat
Britain and the United States in the field of defence (the famous Trojan
Horse). If this reason were to be eliminated, France would hence forv\.zatrd
be in a minerity and could not impose a veto and, moreover, the‘ British
Government would be encouraged to agree to abandon its sovereignty in other
fields as well. This, however, implied: S, , o

_ as far as Great Britain was concerned, the surrender of a particular
nuclear status in Eﬁrbpc for the sake of a status of equality (\fvhich the present
Government seemed inclined to accept);. : i . .

— as far as Germany was concerned, an option after the forthcoming elec-
tions between this solution and the French solution in the ficld of defence
since failure to choose would amount to choosing France; L

_ as far as the United States was concerned, a firm leadership which had
been somewhat lacking in Europe over the last six months since their-preoc-
cupations seemed to lic more in Asia. . o

A Swedish participant stressed that his country had no wish to be 1s<')lated
but wanted to be treated as an associate in European policy and that it was .
ready to accepf the burdens this implied. Since 1962, h'e observed, mu.ch
progress had been made, especially in regard to economic growth and in-
creased trade, both as far as the EEC was concerned and m.respect of EFTA.
True, paths had been blocked but there were still fields in which advances were
possible and, for his part,.the speaker saw three such fields: o A

— the Kennedy Round should be able to demonstrate the possibility of a
“practical partnership”; o . L e

— the EEC and EFTA could continue to progress on present lines; <.

— even outside the Kennedy Round, it should be possible to bring the EEC
and EFTA closer together especially if, as a Netherlands participant had
stated, the latter adopted a liberal outside approach. .

A French participant already quoted spoke again in def:cncc f’f his Gov?m-
ment’s position and replied to the observations made on th-1s subject by various
speakers. He began by stressing that there was no question of throwu}g the
Americans out of Europe. The Americans should play their part but without
exceeding it. He went on to say that it would be desirable to put anfnd to the
over-easy trial of French “nationalism”, the “policy of grz?.ndcur and the
“dissembling” of French diplomacy and admit that reservations could l}c ex-
pressed in the free world or opinions differing from those of the majority.
Positive criticisms were useful to everybody. What was especially needed was to
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bear in mind the change which had taken place in Europe over the last 20
years and which made it a major partner. This problem was psychological.
Today, Europe, like the whole world, needed consideration and dignity and
this was especially true of France. This change had led France to practice a
different policy, a new policy, but, the speaker pointed out, Great Britain
itself had already adopted positions in the past which could be regarded as
midway between those of the Alliance and those of the U S.S.R. (e.g. in
regard to the Rapacki Plan and even Berlin). '

The essential thing was to try and rcduce the margin of disagreement by
going beyond doctrinal and dogmatic discussions, said the speaker, who, for
his own part, considered that four points might be borne in mlnd

— what united us was stronger than what divided us;

— relations between Europe and the United States should be considered not
only in terms of the Alliance’s interests in Europe but also on a worldwide level
(e.g. the Congo, South-East Asia, Latin America) and purely regional strate-
gies should be avoided;

— the French did not wish to destroy the Atlantic Alliance so long as any
threat existed; what we wanted was to improve, transform and modermse
whatever could be;

— an economic Europe existed which consisted of six countries because, at a
certain stage, a seventh had not wished to participate. It should be strength-
ened and France had done its part by putting forward concrete proposals.

But the speaker also cited various other points which should not be over-
looked:

— inregard to the building of political Europc, he said, the only constructive
proposal for political union had come from France (the “Fouchet Plan”)
and nobody had proposed anything else concrete. This plan was undoubtedly
insufficient and 1mperfect but it represented an improvement over the earlier
situation;

— the building of Europe was based not only on political institutions but
also on a concept of Burope’s relations with the United States which were the
subject of pronounced disagreement.

In regard to institutions, the speaker, answering an Netherlands partici-
pant quoted above, said he considered that there was a contradiction involved
in simultaneously demanding a supranational organization and Great Brit-
ain’s entry into such an organization since that country would not soon accept
it. Additionally-—and here the speaker was answering an Italian participant—
there was not only the Rome Treaty; consideration should also be given to
the Franco-German Treaty which contained the seeds of a possible Europe.
In regard to the European Parliament, said the speaker, France was not oppos-
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ed to an extension of its powers; the problem lay in how it would be elected
because there was a danger of ﬁndlng that it comprlsed 25 to 30%, of
communists.

The speaker went on to say that he was optimistic concerning the ultimate
creation of an institutionalized Europe because of the possibility of proceeding
by stages and making compromises. On the other hand, hé emphasised that the
most serious disagreement concerned its position in relation to the United
States, especially in respect of defence. It would be a heavy responsibility to
give up all hope of European defence guaranteed by Europeans themselves.
A new balance should be sought in the Alliance by ensuring that those who
shared the supreme risk should also participate in the supreme responsibilities
since it was inconceivable that a single great ally should decide on everything
and carry the others in its train without asking their advice. Why cling to an
outmoded atomic monopoly? It was in this regard, said the speaker, that we
expected something from the Americans. How could there be an equal part-
nership while one member retained atomic leadership? On the other hand, if
the Americans were to change their relationship with the Europeans, it would
be possible to do a great many things, with the French among others, since the
latter had no systematic desire to reject or sabotage. But it was important to
draw back from such dubious and ineffective combinations as the M.L.F.

In regard to the “Nation State” concept, the speaker argued that Europe
would only exist when a transfer took place on the basis of the old n'itlonal
feeling towards a national European feeling.

The foregoing statement impelled a number of participants elther to clarify
certain passages in their own earlier declarations or to contest certain of the
views just put forward. An American participant again recalled that his coun-
try had stated its readiness to review its position on the nuclear question once
Europe was united. An Italian participant considered that a European parlia-
ment of the Six elected by universal suffrage would not contain more than
15% of communists (10%, if Great Britain and Scandinavia joined). A Nether-
lands participant pointed out that while he favoured a supranational Europe
over the long run, this also applied to Great Britain, without whom co-
operation would have to continue between the Six. Another Netherlands
participant already quoted recalled that on 23 April 1963 during the last
Conference of the Six which had almost led to a political treaty, the only
opposition came from France which refused, even in the future, to consider
that it might one day be possible to achieve supranational unity, notwith-
standing the fact that Great Britain, which had been kept informed, was
ready to accept such a prospect. A German participant, in turn, put forward
various observations:
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— the Rome Treaty expressly provided for a liberal external policy on the part
of the Community; .

— what were the changes in behaviour (and in the “nuclear structure”)
which the French Government expected from its American allies? A three-
power “Troika”? o . ; .

— the Franco-German Treaty contained no innovation which might form the
“seed” of a broader Europe; the only thing specified therein was that regular
consultations should take place and these already existed in the Europe of
Six and in W.E.U.; - , o

— General de Gaulle had expressly stated that any. solution of the German
problem should include a solution of the problem of German rearmament,
The speaker said that he preferred the statcments by the British Prime
Minister who considered that a special solution for a single country was
inconceivable and that any solution should also cover nuclear weapons
deployed in a given region—all of which was more reassuring from the
viewpoint of German security than the French declarations.

Concerning the changes referred to by the above-mentioned French speaker,

an American participant took the view that, apart from the recovery of Europe,
the problems were still the same while fresh problems had simultaneously
arisen (the Middle East, the Far East, Africa); What was to be apprehended,
he said, was that the present atmosphere of defiance and suspicion might lead
the Western world to drift, even though the U.S.S.R. had not yet chosen
between a policy of co-existence and its far left tendencies. .

The French speaker took the floor again to reply to certain comments and
clarify his thought and enlarged on several points. Neither the spirit nor the
foundations of the Alliance were being called into question, he repeated. And
France did not consider there was any present possibility of its overturning
alliances as an Ttalian participant had suggested. What France hoped to see.
was the reorganization of certain structures so as to allow for progress made, a
reorganization which should cover not merely the nuclear sector but also the
conventional sector. Additionally, he repeated, the present fault of the NATO
pact was that it was essentially regional and its field of application should be
extended. As to the Franco-German Treaty, it could provide a useful basis if
applied somewhat more thoroughly in regard to co-ordination. The problem
of German reunification was doubtless the most difficult to solve and it would be
well to consider it with the maximum degree of realism and to recognise that
the key lay somewhere rather than somewhere else.

The speaker concluded by arguing that Great Britain’s and the United
States’ place naturally lay in the Atlantic entity. For the present, he said, the
essential thing was to build a continental Europe which might one day perhaps
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be open to the United Kingdom. Moreover, such a continental Europe,
with its own concerns and responsibilities should be a pillar of the Alliance.
The United States’ place was that of a partner separated by an ocean from its
allies which should take account of Europe just as Europe, naturally, should
take account of the United States, . ‘ '

¥ ox .

At the beginning of the Suﬁday morning session, the author of the intro-
ductory Note put forward various observations on the earlier discussions. He
observed that, while the discussions of the first item on the agenda had covered
both concepts and lines of prqctical ’actionb, discussion of the second item had
been mainly concentrated on principles and insufficient attention had been
paid—even if there was a danger of serious disagreements emerging—to the
practical steps required in the years immediately ahead. : -

Methods were important, said the speaker, since if the methods were bad
the ultimate objectives of the Alliance might be endangered. For instance,
if it were contended that a certain type of European union was a pre-condition
of Atlantic partnership, as we saw it, and if such union was not forthwith
achieved, then a void would have to be recognised. The speaker alluded to the
concept of the M.L.F. which, while it allowed for the .unequal balance of
power existing between the United States and Europe, nonetheless took ac-
count of the changes which had taken place in relations between Western
countries. Rejection of the M.L.F., because it was not based on the unrealistic
concept of perfect equality, was equivalent to creating that void which the
speaker apprehended. Similarly, while it might be readily admitted that
there could be no perfect economic integration of Europe without political
unity, it was dangerous to assert that the Common Market would be jeopard-
ised unless such union were immediately attained in a specific form since this
would lead to denying any value to the successes obtained over recent years
by the Common Market, even though the Governments of its member coun-
tries disagreed strongly over certain qucstions of defence and foreign policy.
Another example: it was said that Great Britain should belong to the European
Economic Community, but, without waiting for that country’s entry, that it
was important to develop political conversations within the Brussels institu-
tions. Such reasoning might lead to the conclusion that no country could
participate in such discussions unless it were a member of the Common
Market. This, however, meant discounting the situation as it really was,
particularly the fact that political union had to be discussed solely at govern-
mental level. This amounted to overlooking the only reason for the British
Government’s absence, namely the veto of a single country. The speaker
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concluded by saying that it would be better to concentrate on concrete pro-
blems arising in 1965 and 1966, and to avoid the confusion which would be
inevitable if attention were paid solely to the question of concepts.

In the discussion following on this statement, most of the speakers sought to
highlight the practical aspects of current problems, even when their state-
ments were limited to analysing situations and stressing the objectives to be
aimed at. After various statements of this kind, an international participant
put forward a certain number of suggestions which gave rise to numerous
questions and comments, sometimes accompanied by counter-proposals.
An American participant advanced the idea that the basic objective of the
arrangements to be instituted during the years ahead should be to induce
those who possessed the power to recognise their responsibilities so as to use
that power constructively, This applied to the USSR justifying all the pressure
that we had to maintain on that country. But it also applied, in a different way,
to the United States. The most prevalent fear was that the latter would retire
into isolation, but he thought that a much greater danger was that they
might give proof of excessive nationalism and pursue an audacious policy
inspired by its own exasperation. The speaker concluded, however, by saying
that it was remarkable how the younger generation of Americans were aspiring
to undertake constructive tasks and that they ought to be given the opportunity
of putting their ideals into practice, while at the same time defending Western
civilisation, instead of being provided with purely economic horizons.

A British speaker sought to disspate certain illusions which, he considered,
were becoming evident.

The first consisted of thinking that, because of ‘the change in the economic
equilibrium between the United States and its allies which had occurred over
the last ten years, the NATO concept was necessarily outdated. A joint
strategy, or an integrated command, was still needed, inside but also outside
the area covered by the Treaty (especially in the Indian Ocean and the Far
East).

The second mistake consisted of thinking that Europe could defend itself
in the foreseeable future without United States assistance, This was not true
on a world-wide level, nor even at Europcan level.

The third mistake consisted of considering American investments strictly
from the financial angle without allowing for the implicit introduction of
techniques and “know-how”.

The fourth point concerned relations between Great Britain and the Euro-
pean Economic Community. It should be clear that the United Kingdom
wanted to join along with the EFTA countries, but that it could not confront
a third check. The important thing, therefore, was to look ahead and not to
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revive old quarrels, and for this purpose, it was less vital to consider the
Rome Treaty as such than the important structures erected on the basis of
that treaty. Did we all have the same ideas in regard to economic policy? If,
as could be hoped, the Community wished. to pursue a liberal policy, then a

greater degree of affinity than was implicit in the Treaty as such would be-

come apparent, and the difficulties would be reduced.

The speaker raised one final point: in the years ahead, we would have to
solve a number of political and military problems together. If we succeeded
in agreeing on these, signing of the Rome Treaty by the United Kingdom
would become of secondary importance and the difficulties would vanish.
On the other hand, if no such agreement could be reached, any formal ar-

rangement would be meaningless, and Europe’s posmon would indeed be
very serious.

Incidentally emphasising the benefit which his country derived from its
proximity to the United States and the investments which that country made
there, along with the advantages of European immigration in Canada, a
Canadian participant contended that if the United Kingdom participated in
or was closely associated with the Common Market, Canada would also
profit, but only if the Community was as liberal as possible.

An American participant, who said he favoured the third school of thought
described in the introductory Note, expressed the hope that, in face of the
difficulties highlighted during the previous day’s discussions, the Alliance
would adopt a global attitude towards major problems rather than concern
itself primarily with uniting Europe and then drawing up arrangements
between a united Europe and the United States. In this connection, the
speaker bitterly regretted that the proposals put forward in Paris in
January 1962 for an executive, an advisory assembly and a high court of justice
for the Alliance had not been taken up by any government, including his own.
There was an undue trend to think of partnership as being like a pair of
equal weights, he said, whereas it would be better to rely on the federal

principle, on the American legal concept of senior and junior partners which "

included methods for settling differences between both parties.

Addressing the meeting again, a “European” participant voiced a number of
criticisms of the third concept outlined in the introductory Note, particularly
in regard to the “Atlantic” nature of foreign and military policies and its
rejection of the concept of equal partnership. The speaker explained that the
“Furopeans” considered their continent should arrive at a single concept in
the political and military spheres and that some degree of unity in those
spheres should be achieved forthwith or in the very near future if economic
integration was to make progress. Such unification would have to be uncondi-
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tional: Europe’s continued membership in the Atliantic Alliance should not
be raised in advance, said the speaker, who, however, expressed his profound
conviction that Europe would remain within the Alliance in view of the many
ties linking the two continents. Political unity might begin on a very modest
scale and on the basis of various projects, even limited ones, which had been
put forward, but it should very rapidly lead to a Federal structure. Referring
to views previously advanced by a French participant, the speaker said that
there could be no question of waiting ten or twenty years since this would
mean that we were not equipped to establish political unity representing a
counter-balance to the power of the United States and leading to a genuine
partnership. He added that England was an integral part of Europe and that
sooner or later it would necessarily join the Six and the sooner the better.
Nonetheless, while this might be confronted with a “French obstacle’ there
was also a “British obstacle”, as demonstrated by a recent declaration by that
country’s Prime Minister trcating such adherence as a long-term objective.
The speaker expressed the hope that Great Britain would indicate its readiness
to accept all the implications of European unity, not only economic but also
political, so as to be able to enter the Gommon Market.

This statement led to a question from a Turkish participant, who asked the
previous speaker whether by rejecting any pre-condition to European unity,
he implied that there was a possible contradiction between achievement of
Furopean unity and preservation of the Atlantic Alliance, a contradiction
which he personally did not believe in.

A British participant, referring both to the foregomg statement and the
carlier comments by another British speaker, made several observations:

political union, he said, was inseparable from unity of policies, unless certain-

countries were ready to have a policy decided in their name by others, which
did not seem to be the case. Considerable differences existed, for example,
even between the Six, concerning as important a problem as German reunifi-
cation. Similarly, what should Great Britian do in such circumstances as far
as its influence and responsibilities outside Europe were concerned? Was
Europe ready to share these, or did it expect Great Britain to begin by giving
them up? The speaker concluded by saying that, if we wished to achieve
European political unity, we would have to concentrate our efforts on ob-
taining a real unity of political views, both immediately and for the future, in
respect of all major problems. To ignore these in our discussions would present
grave dangers, not only for the unity of the West as a whole but even for the
future of the European Economic Gommunity.

At this point in the discussion, a Greek participant intervened to say that,
although he did not defend every aspect of the third school of thought, it did
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not involve any question of subordinating a European policy to an Atlantic
policy but was concerned rather with the problem of priority, allowing for the
fact that no international policy could be other than Atlantic without i 1gnormg
the realities.

An Italian participant supported the above-mentioned European speaker
and questioned whether the economic union of Europe could be carried
through in the absence of some sort of political agreement. He also said that
partnership should be regarded as a sharing of tasks between the United
States and Europe.

A German participant considered that Europe’s adherence to the Atlantic
Alliance should be regarded not so much as a condition but as an existing fact
and a future goal. At the same time, however, he said that it was ill-advised to
set such pre-conditions for the creation of European unity as complete unity
of political views. Citing the experience of the EEC, he observed that what
was needed was to create a framework in which such a policy could be drawn
up through the activities of Community bodies. This framework should make
it possible to concert Community interest and national interests. :

A French participant pointed out that those who favoured the second
school of thought mentioned in the introductory Note considered that Europe’s
future was linked to that of America and that there could be no overthrowing
of alliances. At the same time, however, it was impossible to accept the idea
that such European unity could-be dissolved in or absorbed by a vague
“Atlanticism” ‘which would not provide it with any solidity. It was therefore
essential to achieve partnership of the kind proposed by President Kennedy.

Faced with the real risk 6f nationalism and disintegration, a revival was
needed, and this should not come solely from France, said the speaker, who,
for his own part, saw three possibilities: :

— the other five partners in the Gommunity should tactfully insist that the

Community be provided with the strongest political content that France
could accept;

— the British Government should make a declaration of intent going beyond
the comments so far proferred by Mr. Wilson;

— the United States should realise that Europe sought firmer guarantees in
the nuclear sphere. It should therefor offer Europeans the means required for
their nuclear development, linking any such offer to a strengthening of the
European structure.

A Netherlands participant made three observations on the statement of the
above-mentioned Furopean speaker:

— if one accepted the argument that the Common Market should unite
politically in the near future so as to advance economically, there was a
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danger that things would come to a halt because of the serious political di-
vergencies existing among the Six;

— if one were convinced that United Europe would always be linked with
the United States, criticism of the third thesis lost much of its force;

— if it were accepted that the concept of an integrated democratic and
federal Europe was rejected by one of its members, then there was no reason to
reject admission of Great Britain to the Common Market.

According to an Italian participant, what was lacking was any possibility
of frank discussion whereby Europeans could communicate to America their
views on certain major problems of common interest—such as that of Viet-
nam-in which America had the primary responsibility. The United States
should recognise that the respective situations of Europe and America had
changed over the last fifteen years. It was this feeling and not merely the
development of French internal policy which could bring about an aggravation
of the malady known as “Gaullist nationalism”, and this in other countries
besides France.

A Canadian participant expressed agreement with the other Canadian
speaker already quoted and asked that those concerned should cease to think of
NATO in the same terms as in 1955, when the Alliance consisted of weak
states with one strong state. The same speaker appealed for tolerance on both
sides of the Atlantic so as to facilitate the search for a common field of action.

Addressing himself to the above-mentioned French speaker, a British partici-
pant asked him what reaction he would anticipate if his Government made the
gesture which he had recommended. In reply, this participant expressed the
view that, if Great Britain was ready to state that it accepted the rules of the
Common Market (with its time limits and stages), it could, so to speak, put
France “on the spot” by demanding that France make a declaration of
Atlantic solidarity, In other words, the situation would be reversed, since it
would be impossible to reject a country which was ready to accept the Com-
munity rules on the grounds that the said country would insist on main-
taining a unity of Atlantic views.

The author of the introductory Note then took the floor again and put two
questions to the above-mentioned European participant:

~ Why did he think that there would be a greater affinity between the Six
regarding basic problems than there was between those Six countries indivi-
dually and their other NATO partners? '

—~ What did he anticipate wonld be the content of a foreign policy of
the Six?

The same speaker expressed disagreement with the view previously voiced
by a German participant and contended that the relation which the latter
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saw between the early stages of the Rome Treaty and a possible political union
was not valid. The Rome Treaty provided something more than a framework,
while leaving policy to be filled in later, since there was already agreement on’
basic principles between the contracting parties. No similar agreement at
present existed regarding foreign and defence policy; and it c'ould 1‘eason§bly
be apprehended that ultimately the only way in which the Six could achieve
clear identity in this field lay in adopting a attitude different to that of the
United States. .

A Belgian participant put forward certain considerations on the polltl.cal
follow-up which he considered would be made necessary by further integration
of the Six in the economic, financial and currency spheres: the advances made-
in these fields, he said, would always be uncertain if, despite the rules laid
down in the Treaty, they were forever being called into question by the
participating countries, for more or less genuine reasons. .

Additionally, only political union would make it possible to solve certain
problems such as that of the necessary monetary unity necessary for the
creation of a common currency or at any rate a common monetary system. In
connection with the problem of British membership, the same speaker said he
thought it desirable that this should come about before political integration
was achieved so as to avoid additional difficulties. Political integration would
be the subsequent stage, designed to enable the Common Market, in its new
and larger form, to achieve its true aims and to consolidate them once and for
all. This would facilitate achievement of a genuine partnership with-the
United States. . :

In reply to various comments relating to his earlier statement, the European
speaker already mentioned said he agreed with most of them, and3 more
especially, with several of the views expressed by the German participant
already quoted on a number of occasions. In connection with the possibility of
a contradiction between a United Europe and the Atlantic Alliance, he
emphasised that there was now a complete identity between the two but added
that we did not know what the situation would be in five or ten years, which
made it impossible for him in this respect to go along with the third school of
thought. Similarly, recognition of specific affinities between some EEC coun-
tries and Great Britain should not mean giving up the EEC in favour of some
new political structure, As to the content of a United Europe’s foreign policy,
the speaker thought it would be premature to try and define this beyon.d
saying that in the foreseeable future it would be incorporated in the Atlantic
Alliance,

In connection with observations made on the position of Great Britain, a
participant from that country emphasised that his Government was aware of
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the fact that its entry into the Common Market would be of major economic
interest and that the links between Great Britain and its European neighbours
were as important as those it had with its other “ncighbours” across the Atlan-
tic. But the British Government would never agree to be placed in a position
where it would have to choose between the two, and the same applied to its
ties with the Commonwealth. In regard to acceptance of the rules of the Paris
Treaty, the whole problem lay in the content of the transitional measures to
be taken, and, the speaker pointed out, there was a difference here in the
psychological attitude of the English and that of their ‘neighbours on the
Continent. In our view, he said, total commitment was a starting point to be
accepted with the idea of carrying it through with all its implications; on
the other hand, continental Europeans would rather take the view that it was
a point of arrival, without always being concerned as to how such a commit-
ment could be achieved. It was to be hoped, the spcaker went on, that this
obstacle could be overcome. There was, however, another point of very great
importance: in discussing Great Britain’s entry into the European Community,
there was an excessive tendency to look inwards, in other words, to consider
only the relationship between Great Britain and the Six, whereas it was
necessary to be genuinely aware of the extent and the Paramountcy of British
commitments on a world-wide level—in Africa, East Asia and Latin America—
in order to enable the United Kingdom Government to link itself once and
for all with the Community. . .

A Finnish participant put forward several observations on the dispute
between Russia and China, and its implications for the West. He said that
China did not accept Russian nuclear protection and simultaneously Russia
refused to let China have “a finger on the trigger”. At the same time, there
was a conflict between the two countries for leadership of the Communist
World. China accused Russia of weakness and was committed to a very ag-
gressive and dangerous policy of support to “wars of liberation”. In order not
to lose its influence, Russia likewise supported such wars, while simultaneously
talking of “peaceful coexistence”, a policy violently attacked by China as a
“double game”. In fact, the Chinese threat was increasingly great as far as
Russia itsclf was concerned. It would therefore be very dangerous for one and
all if there were to be any slackening of American firmness towards China,
especially in Vietnam, On the other hand, the speaker considered that the

West should see what Russia might be prepared to do in order to play its
historic stabilising part in-Asia.

*
* *

At the end of the meeting, several participants voiced general opinions
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deriving from the discussions which had taken place. An American participant,
for instance, considered that the position of the Alliance was not all that bad
and that some speakers had been perhaps excessively pessimistic. The United
States’ objectives after the second world war had largely been achieved, and
what had been accomplished in Europe was encouraging. The most dangerous
problems remaining were those connected with the West’s relations with the
unaligned nations. Another Amcrican speaker emphasised the extent to
which the United States was anxious to cxercise its influence as a factor of
unity and not of discord. The partnership should be the result of a voluntary
adherence he said. A third American participant emphasised that the period
of vitality through which the West had passed was due to the number of great
ideals which had inspired it: United Europe, Atlantic ties, peaceful coexist-
ence with the USSR, availability of new instruments in the political and
economic spheres, etc.. It was the emergence of lesser and possibly contagious
ideals which constituted the greatest danger and which might lead all con-
cerned towards isolationism and internal regression. In order to combat this
threat, the West would have to recognise the growing community of interests
existing in more and more varied fields: trade, agriculture, communications,
education, science and even religion. A Belgian participant further expressed
the hope that, while taking a realistic view of things, those involved would
display imagination and not seek to be logical at all costs. This participant

cited several examples in support of his contention that there were, after all, a-

number of encouraging signs which were “illogical” and contended that we
should be able to go ahead in several sectors. . .

Referring to the views expressed by other speakers, an American participant
suggested that the discussions had perhaps been unduly concentrated on
problems within the Alliance, and he hoped that the next conference would
pay greater attention to examining joint activity by members of the Alliance
in regard to the outside world, together with such subjects as the develop-
ment of technological and scientific exchanges between NATO countries,
which had been mentioned by a previous speaker.

The last speaker was an American participant who said that thc Sunday
morning discussions had been much more encouraging than those which had
taken place previously, not only because the various speakers had followed the
suggestion made by the Author of the Note and concentrated on the next two
or three years rather than on a distant future, but also because attention had
been unduly concentrated on a single individual during the Saturday discus-
sions. He said that there was perhaps an excessive tendency to think of General
de Gaulle as a solid wall rather than as a tree which could be by-passed if, as
was the case, a dialogue with him seemed too difficult. For his own part, the
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speaker could see no possibility whatever of worthwhile discussions with the
General, such as a French speaker had suggested.

The speaker also considered that supporters of the second school described
in the introductory Note over-emphasised the differences between themselves
and adherents of the third school. In actual fact, he said, the two schools
were looking towards the future and were not encouraging those ‘“‘small
ideals” to which the first school could not but lead. Some sort of dialogue was
possible between members of the second and third schools, but the speaker
saw no value in any exchange of ideas with the first.

In conclusion, the speaker expressed the view that the Government of his
own country had not yet found ways, in the circumstances prevailing since
January 1963, of asserting such a leadership as it had been able to exercise in
cooperation with its Allies prior to that time. He added that he sometimes had
the impression that there was not much eagerness on the European side to
assume such leadership either, unless on the part of the French Head of Govern-
ment. It was to be hoped that by seriously applying ourselves to the problem
we would .soon once again achieve a leadership acceptable to all.

*
*® *®

Before declaring the meeting closed, His Royal Highness expressed the
gratitude of the meeting to all those who had contributed to its complete
success, more especially, to the Italian hosts who were to be congratulated on
the admirable arrangements which had been made, the linguistic service, and
the various members of the Secretariat.
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ANNEX

Independently of the meeting, an American participant submitted a
statement on his Government’s policy in Vietnam. The speaker began by
recalling that, in 1961, when President Kennedy came into responsibility,
there was a very troubled situation in South East Asia; at that time, under
the direction of the new President, after a very serious examination of the
situation, two decisions had been taken.

For some time past, in LAOS, there had been.an increase in desultory
fighting, interrupted by temporary truces. The Pathet-Lao troops were sup-
ported by Hanoi with men and equipment. Even though the hostilities were
still relatively “civilized”, it was clear that the difficulties were due to Com-
munist elements and that this represented a problem which might become
very serious for the peace of the region. An end had to be put to this situation.
‘When President Kennedy met Mr. Krushchev in Vienna in 1961, they both
agreed that the Laotians should be left to settle their own problems and that
the military elements and advisors which both sides had sent to the country
should be withdrawn, This was followed by the long Geneva Conference
which led in 1962 to an arrangement whereby the United States proceeded
to withdraw 6oo military advisers from the country. Pekin and Hanoi were
signatories to this agreement along with the USSR, but it was violated
from the outset by North Vietnam whose effectives in Laos never fell below
6,000 men, and this violation had been maintained and even aggravated
since that time,

Since 1954, following on a specific request from President Diem, the United
States had provided assistance to SOUTH VIETNAM in the form of advice,
equipment, substantial economic aid, teachers, etc.. At the end of 1959, following
on a2 Communist Party Congress in North Vietnam, Hanoi decided to launch
an intensive campaign in the South, with the aim of overthrowing President
Diem and setting up a Communist regime. Systematic infiltration of equip-
ment and men was carried out (beginning at this time and up to 1963, those
concerned were primarily young pcople born in South Vietnam who had
received special instruction in the North) and eventually this had led to an
intensification of the guerilla war in the South. In the autumn of 1961 it was
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clear that the struggle had acquired a new dimension and that if the Diem
regime was to be maintained in power, American aid on a much greater scale
would be needed; after extensive discussion and reflection, a decision was
taken on these lines.

It was equally clear that the United States, by introducing larger units of
advisors and by increasing its aid, was assuming a responsibility which it
could not subsequently abandon and that the road it had taken would be a
long one and full of hazards. But, within the framework of the SEATO Treaty,
the United States had undertaken to protect South Vietnam and this decision
led to a special protocol of assistance at the express request of that
country. .

Since that time, Communist infiltration into South Vietnam had steadily
increased and reached a figure of 40,000, which, as from January 1963,
included many men who had always lived in North Vietnam and had never
seen the South before, but who had been trained for the carrying out of special
tasks and who formed a very close-knit network of leadership. It was clear
that the whole command structure thereby established was controlled and
directed from the North. Today, its domination was widespread, more especi-
ally in certain areas with a lower population density, At the present time, it
was safe to say that 25%, of South Vietnam’s population and an even larger
proportion of its area were dominated by the Vietcong. This did not mean that
governmental forces could not enter those regions if properly protected but,
on the other hand, it did mean that the people living there were permanently
subject to terrorist tactics by the Vietcong.

The speaker emphasised that there should be no doubt about this: the
Communists were doing their best to portray the fighting as a revolt of the
indigenous population of the country, and this idea was gaining a certain
amount of credence in the West. Of course, the North Vietnamese were just
as much Vietnamese as those of the South, but so were the North Koreans
inhabitants of Korea. And if the Federal Republic of Germany were to take
military action against East Germany, the Communist bloc would not pretend
that that was a purely indigenous affair! It was necessary to emphasise this
point because it involved a systematic tactic on the part of the Communists
who, since the beginning of the cold war, had been everywhere frustrated in
their efforts to extend domination through direct military action. They had
always been thrown back by the free world, and it was this frustration which
had led them towards what they now called “wars of liberation”., What
was happening in Vietnam was a “‘test case” for their world action. The
United States, however, considered that aggression was aggression whatever
name might be given it and no matter what form it might take, and America
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would endeavour to fight such wars wherever it was obliged to, including on
the moral level.

Another cliché which was widespread in the West—and even in the United
States itself—was that the struggle in Vietnam was not a war to be fought by
military means and that the United States had made a mistake in handling
it in such a way. The speaker could not see very clearly what was meant by
that. He said that it could certainly not be won solely by such methods and
this the United States had fully understood. America must also conduct it by
political, economic and social methods, by raising the population’s standard of
living and increasing its will to resist. He asked, however, whether such an
assertion meant that only the Communists were entitled to win wars by military
methods. It was clear that there was no substantial body of opinion in South
Victnam, apart from the Vietcong itself, which looked towards Hanoi for a
solution of its problems. And the methods employed by the Vietcong to control
the population (since persuasion had not succeeded) consisted of terror and
intimidation (attacks on isolated villages, the murder of local officials and of
people refusing to help the Vietcong, the forced enlistment of young people,
and so on).

It was certain that this was not an easy situation for the United States but,
said the speaker, experience prior to 1939—in Manchuria, Ethiopia, Austria,
etc., not to mention the Hitlerian victories—demonstrated that the appetite
of aggressors was never satisfied, The situation, moreover, had several im-
plications. The most immediate’ concerned the whole of South-East Asia,
and it was unnecessary to emphasise the strategic importance of that area.
If the United States were to withdraw, the psychological and political effects
of such a decision would be immeasurable. The Philippines and Australia
would be directly threatened via Indonesia, And what would become of the
credibility of American determination in other regions, e.g. in India or Berlin,
to mention only two places? After all, what was at stake in Vietnam was the
possibility for small countries to live in peace and preserve their independence.

The speaker went on to say that the United States did not accept another
idea which was advanced in Europe and certain American circles, namely
that this part of the world would sooner or later be wholely dominated by
China because of historic inevitability. This was very dangerous nonsence,
which amounted to saying that no small country could live in freedom on
the edge of the Communist world. What would European countries which
were in the same situation think then? There was, moreover, the pre-
cedent of Greece, which had been able in the past to win a “war of national
liberation” through the support of the United Kingdom and the United
States.
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Another cliché was that white men had no place in Asia and therefore
should not be fighting there. In this connection, the speaker emphasised that
the United States had no direct interest, economic or political, in that area
other than to preserve the free world. Its aim was not to establish a base to
threaten Communist China or to destroy the Hanoi regime; its acts had no
colonialist tinse. It was not a question of white men against Asians but of an
attempt by white men to help free Asians to remain free.

Again, it was claimed that this was a hopeless war because of the political
instability in Saigon. But instability was not unknown in situations where men
were fighting for their lives while simultaneously introducing social changes.
Naturally, the United States did not deny that this was a subject of concern.
Here again, mention might be made of the example of Greece, a country which
was more and more vigorous and politically important now, but which had
nonetheless changed its government on several occasions while fighting
against rebellion.

The question of a “political solution’ was frequently raised, but this involved
a misunderstanding, since the United States had always sought one. It might
consist, for example, of a return to the 1954 situation, which was disrupted by
the Communists. But whatever the solution, it should safeguard the security
and independence of South Vietnam as long as that country wanted it. It
was fair, then, to ask those who were urging the United States to negotiate:
“What sort of solution do you want?”, “What do you seek to achieve?”’, If
it was a question of obtaining a “graceful exit” by the American forces, this
was not an aim. The United States could withdraw at any moment, and
would undoubtedly do so in a more dignified way without negotiations than
with them. But its only interest was to maintain and carry out the promises
it had given. It was ready to negotiate if its minimum objective, the inde-
pendence of the South Vietnam people, could thereby be achieved. But it
could not participate in negotiations doomed to failure, since a still more
dangerous situation would then arise.

Post-war experience demonstrated that those negotiations which had suc-
ceeded were those which had a chance of succeeding from the outset (e.g. the
raising of the Berlin blockade in 1948, the end of the Korean War, the agree-
ment on nuclear tests and the 1962 agreement on Laos). In the absence of any
indication that Hanoi was ready to change its attitude on this point, however,
the United States had no other option but to go ahead. Hanoi must be persu-
aded that it, too, would benefit from halting its aggression. One way of achiev-
ing this consisted of proving to North Vietnam that it could not continue its
aggression without paying a heavy price—hence the present bombing,
which would continue until there was some indication that Hanoi was ready
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to stop its aggression. A real political solution could only emerge from a
decision already taken on those lines by North Vietnam.

In conclusion, the speaker said that the United States was well aware of
the risks involved, but it also knew that these would be even greater if it
withdrew and abandoned its responsibilities and the agreements it had
reached. In the final analysis, it was a question of deciding whether the
Communists should be allowed to achieve their goals through guerilla war-
fare, sabotage and terror. Should this be the path of the future? A halt must
be called to this sort of war, said the speaker, who also referred to the example
of the Congo. Since the end of the second world war, the United States had
sacrificed 160,000 of its soldiers to this purpose, not to mention the tremendous
financial effort involved: the military budget of the United States, estimated
at § 10 billion in 1947, had now reached a figure of $ 850 billion!

The Americans had enormous unfinished business at home, and every
country, however rich it might be, could claim to be under-developed in
this sense. There had, however, to be an order of priority governing the actions
of free-world countries, and the first priority was to avoid being faced with
another world war, which would be inevitable if aggression were not stopped
when it first began.
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