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Summary of Anglo-Italisn weekend discussion at the White House,
Sussex, 30th June - 2nd July 1967.

Foreign Policy {introductory paper by John Pinder.)

There was almost complete agreement on the need for Europe to
adopt a role in world affairs based on peaceful influence through
trade and aid. This was contrasted with a third-force role which
none of those present advocated.

At least one participant felt that non-military means of
this sort greatly circumscribed the total influence which Europe
would be able to exert in world affairs, leaving little more than
the "satisfaction of giving"., Whatever their ultimate effects it
was however recognised that trade snd aid represented at least half
of foreign policyi This was shown in the importance attached to
the development of a Common Trade Policy for the Communities -
mentioned as being the most important federating factor in integra-
tion under the Rome Treaty. A common policy on trade and credits
was of particular significance in relations with Eastern Europe
which was why a1l EEC member countries were so reluctant to go ghead
in this field - and the first step towards solving the German problem.

Thare was less agreement on the nuclear defence posture which
a Burope with this non-military world role should teke., For some,

defence was neceggary and could only be ensured by joint arrangements

with the U.S.A. There should therefore be continuwing altempts to

strengthen Atlentic co-operation on nuclear defence through supra-
national forms of  joint targeting etec. But it was felt by meny
that Burope would never be zble to exert real influence on the Americans
in nuclear defence, so that joint Atlantic nuclsar defence arrangements
would always be unequal - with Burope in a position of dependence, nob
interdependence - and therefore no more than a more honourable jugti-
fication for acceptance of American aild, without ultimate control over
this aid.

For others, any close links with the U.8.4. in nuclear defence
inmplied shoring American views on world policy and were in conflict
with an independent Buropean foreign policy.  Such links were there-
fore generally undegirable and, in particular weould greatly hinder
detente between East and West Burope. This argument might have been
taken to imply that Zurcope should defend itgelf: but when it was sug-
gested that adequate defence could be provided by European conventional

and tactical nuclear weapons ulone, the objection was made - and accepted -
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that the only conceivable attack would be a proper, full scale one,
against which tactical weapons would not provide any protection.
However it was maintained that the changed international situation -
more relaxed East-West relations = rendered the American nuclear
uzbrella no longer paramount: while a somewhat different view -
that Burope was impossible to protect from full scale nuclear attack
in any event = arrived at the same conclusion that she could do with-
out the Americans.

There wag thersefore little enthusiasm for a Europeon strategic
nuclear armament, and pany doubts as to whether it was technologically
and industrially possible in any case. One person suggested that
Europe should at least develop the capacity to build third generation
strotegic arms, through developments in allied fields e.g. transport,
leaving actusl decislong on arms poliey until later.

Since Burope could probably not defend itself in any case, many
thought it should put such thoughts aside and help in international
peace-keeping. Here it was objected that the U.N. lacked politiesal
strength and wes inoufficlontly represcntative. A Turopcan
non-nuclear stance brought other advantages thoughs It improved the
chances of finding a settlement to the German problem since the Russians
and other Bagt Europeansg might accept re-unifieation in the context of
a non-nuclear Burope. 1t released funds for development aid. . And it
could be a contribution to disarmament and non=proliferation, aims which
were in the general world interest and therefore decidedly in Europe's
own interest - unless Burope wanted once more to become a battlefield
and centre of world conflict.

At this point argumenfs in favour of a European Defence Commun-
ity tended to be justified by’motives of political integration.

EZC + iDC = EPC was one suggested formula: since the military estabe
lishments exist, integrate them, was another., Bubl the sceptics felt
that no pressure for defence integration would exist if there was no
valid defence objective - and this depended on the existence of a
European foreign policy, i.e. EDG = EEC + EPC.

Equality with the U.S.A. was not only a problem of defenco.

In the interests of attaining technological parity there was sone
support for a degree of selective protection, conceivably under an
infant industries clause: this might provide reagonable protection
over ten years, diminishing thereafter or a sliding scale. Others
argued strongly that the resl problem was elsewhere, in market and
conpany structures, and educationsl facilities: to ignore the source
of the problem would mean plugging one technological gap today to find

others created in ten years time.
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The central discussion on defence produced several relevant
considerations for the German problem - especlally the contribution
which a non-nuclear Europe might bring to prospeets of full re—~unifi-
eation.  Other points raised included an Austrian status for East
Germany, but it was objected that East Germany'!s links with Poland
and Czechosglovakia were developing too greatly for this to be a prac-
tical solution, Re-unification, it was suggested, needed to be looked
at in the larger context of East-ilest detente and for this trade and
crecdits, but 2lso improved transport links, were of prime importance.

In briefy apart from the third force camp (not present) argu-
ment ranged mostly between the Neutralists and the defence Atlanticists.
For the latter an Atlantic defence option did not impinge on foreign
policy elsewhere while the reality of world politics was growing inter-
dependence which could be practised a la carte. For the former there
was no such thing as a la carte interdependence but alliances which one

either accepted across the board or did not accept at all.

Institutions (John Lambert's paper)

| A sober and realistic discussion avoided too great an enphasis
on theory and reverted constantly to the problem of where to apply
pressure now in order to attain imnediate institutional advance.
The Buropeun Parliament was generally considered too weak and lacking
in @ prestige which probably only directi elections could give it.
There seemed little prospect of direct elections and the chances of
obtzining partial direct election (i.e. from one or more member coun-
tries on the basis of a national act of Parliament) were either
considered too faint or too uninteresting for them to be mentioned by
nore than oinc voice in passing. ILooking into the future there were
suggestions that the Parliament had the wrong powers (if any) at
present, that its role should be envisaged as more aicin to that of a
U.3. Congress, ianvestigational and polemiecal, with tight control over
the pﬁrse—strings rather than the personnel of government. Tho best
prospect for the future powers of the Parliament was to achieve
budgetary control: there was no alternative to this once the Commmnity
had direet revenues and agreencent had to be reached by 1970 — the
French were fighting only a rcarguard action against the inviolable
"no taxation without representation."

Meanwhile there was some backing for the suggestion that the
Commisgsion should takke the initiative deliberately to associate the

Parliament nore closely with its work. The Commission had more
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vitality then the Parliament and now a new mandate. It should take
a public stand in favour of not submitting to the Council any pro-
posals, including modifications to proposals, which had not had the
Parliament's prior approval. It was however objected to this that
the Commission had previously associated the Parliament very closely
with its proposals (e.g. June 1965 crisis) without being able to
avoid crisis or to have its position much sirengthened as a result.
Furthermore experience of the Parlisment's role to date showed that
it tended to slow down decision-making and was not relevant to the
present intimate practice of negotiation between Commission and
Council.

It was generally recognised that the Commisgion's power of
initiative was the key factor and some fears were expressed that the
new Commission, with a very heavy programme of work ahead of it,
might be weaker than its predecessors and hesitate to make full use
of its power of initiative. If it first asked governments and
permanent representatives what proposals they would accept, and then
put these forward in an attempt to avoid a new crisis, the Commission
would be abdicating its own powers.

There was little agreement or even much discussion on methods
of appointment of the Commission. This was felt to be a subject on
which little progress could be made for the moment. One voice
supported the proposal for direct election on single-party lists
on the grounds that this would stimulate the creation of European
political parties ~ a necessary development if the Community was not
to be based on a divisive foundation of separate national parties.
Others opposed this system on the grounds that it was putting the
cart before the horse and unworkable so long as Buropean parties did
not exist - the British and Scandinavian Conservative parties, as well
as the French UNR being for the present apparently unlikely candidates
for any foreseceable Buropean political groupings. Advocates of this
latter point of view thought that Buropean parties could best be
stimulated through a reinforcement of the Buropean Parliament.

Rather more ideas were forthcoming on the Council and the
Permanent Representatives. One suggestion was for each government
to appoint a permanent Buropean minister to represent it in the
Council: such a minister might assimilate a Buropean point of view
and know that his role, both in the Council and in his national

government was to assist the development of the Communitye. This
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idea was criticigsed because {a.) the post might still be considered
insufficiently important to atitract a leading figure (b.) other
national ministers would not surrender thoir powers (c.) one of the
roles of the Council was to act as a sort of Secnate in a bi-
cameral system and the attendance of many different ministers, e.g.
agricuiture, transport, economics, either toggther or separately,
from national governments already gave some substance to this role,
and {d.) it was a pity to confine the brain-washiag process of
Council membership to only one minister.

Similar considerations were put forward for reform of the
Permanent Representatives with a suggegtion that cach national dele-
gation should include a Permanent Representative for each of the
main national ministricos. A further and alternative idea was for
the post of Permanent Representativo to become a political appoint-
ment - a junior minister - so that the Standing Committee of
Permanent Representatives could take minor decisions without reference
to the Council. However it was objected that the Permanent
Representatives should not be strengthensd without an equivalent
reinforcement of the Commission itself.

Attention was also drawn to the Agricultural Comité de
gestion, composed of naticnal civil servants meeting under the
chairmanship of the Commission, which alroady took in effect all but
the nost important decisions such as those affecting prices and
budget. It was suggested that this precedent might well be applied
in time to other fields.

In general the institubional pattern which met with most
approval was for the Parliament and Council to come closer together
as the twin organs of a bi-cameral legislature while the Commission
geined in strength as the Executive. There was however little
prospect of progress in this direction for the moment.

For actual progress on institutions there was agreement but
little emphasis on the useful pressure which non-governmental groupings
could at present apply, at least in preparation of the future. In
this context political parties were most important as the live politi-
cal forces in most Buropean countries and it was suggested that they
should be encouraged to develop thoir own Buropean cohesion with their
own intcrnal supranational structures: it ought not to bes impossible

to persuade them that their own interest was to play a world role
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through their fusion at European level. Lastly a much greater
effort should be made by the European Parliament to integrate its
work with that of naitional parliaments and in particular to try to
get the latter to adopt European Parliament resolutions binding
their own national governments. It was even suggested that nat-
ional parlisments should be persuaded to withhold national contri-
butions to the Community budget when the Council had refused to accept
proposals supported by the European Parliament. But a sceptical
voice was raised to point out that national parliaments might well
be the last ditch defence for national sovereignty and to underline
that only direct elections to the European Parliament, providing it
with a real political foundation, could outflank this threat.

In conclusion, ithree specific points of pressure emerged from
the discussion, nomely the need for Parliamentary control of a Come
rmnity budget by 1970 at the latest, the treaty requircement for a
common foreign trade policy which would increase the poweras: of the
Commission in a highly sensitive and key sector, and the demands of
efficiency in decision-meking as new ventures further extended the
burden on the Community apparatus.

Tactics for Briti Lty

There was full asgreement that Britain must ask for as few con-
ditions: as possible for entry in order to try to avoid detailed neg-
otiations and to help the Five to resist French tactiecs. In this
last respect there was something to be said for informing at least
the Five of Britain's minimum requirements and for having a full
statement of the British position regarding the transitional period
and agriculture in particular.

If these were the right tacties, it was feared by most that the
negotiations would nonetheless be long. As a start the French did
not have to veto negotiations once the Commission's report was avail-
able since there would be sufficient matter in the report - on mone-
tary probloms, cconomic problems, agriculture, New Zoaland, institut-
ions and transitional period - to keep the Six discussing aomongst
thomselves for up 1o o year.

This left the British with the politieal problem of maintaining
intercst and enthusiasi over a long period in face of delaying tactics.
If no progress were possible on the Rome Trcaty basis, except after
long-dravm out ncgotiations, perhaps the British should accept the
Gaullist offer of assceiation and shew their commitment to Burope in

other fields and through cther initistives.
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It was objected. that association was likely to be a trape. It
could be misinterpreted in Britain while on the Continent it would
be taken as evidence that Britain was still only half Zurcpean.

The French could use this as grounds for a brusque veto. Any

talk of asscciation would weaken the position of the Five, and

the Benelux in particular. It would threaten to undermine. the
existing institutions by displacing some deecision-making to a
council of asscciation, probsbly inter-govermmental in form, and
vwhile the British could then perhaps rightly be accused of sabotage
they would still be abscent from nuch of the decision-making on many
important subjects. lastly association would be much more diffi-.
cult to negotiate than full entry.

Despite such strong erguments there was at least one person
who thought the risk porhaps worth it. For most however, assoc-
iation might oventually be envisaged for ths transitional peried
after negotiations had buen started, but until negotiations were.
underway it was a trap to be avoided. The first and imnediate
problen was to opesn negotiations. To counter any French move. in
favour of transitional association, the British should profit from
the exemple given by the American Aduninistration in obtaining the
start of the Kennsdy Round, and propose a shert three year transi-~
tional period "across the board" without any special treatment for
different sectors. Once negotiations were opened things might work
out differently.

Good British tactics and a simplified approach were however not
in themsclves enough without at the saise time a "grand design" for
the forward development of the Cemmunity. It was imporitant to re-
nember the troatics were thenselves to be re-written in the nergor,
and Britain neesded to be a full membesr to influence their new form
and content. However cven from outside Britain could show her-
gelf truly Buropean by pubdting forward propesals for the merged
treaty which went further than those of the Six themselves. The
Communities werc the only really effective grouping in Lurops and
the only realistic policy, as well as the right one for gaining
memborship, was te firmly propose new ventures in this context.
Britain could meke its entry appear ag the vehicle for ereating
comcin policics e.gs o technology, aid and defence as well as a
COTMON resServe Currcency.

There was & great opportunity for Britain to grasp the leader-
ship of the movement for Burcpean unity. The forees in favour of

Buropean federation weredispersed and therc were plenty of local

.../feactions



-8~

reactions and precccupations c.g. Franco-German relations in

Germany, prcfectionism, fears of any change in an already precarious
situation, which could be used agoinst British entry. The way to
overcorie these obstacles was by an outflaniiing pro-~Eurcpean drive

and not by special tolks with France under cover of the alibi that
negotiations were on the basis of the Treaty of Rome. Hegotiations:
also concerned the re-writing of the Community Treatics in the wid-

est context and Britain could best serve her own interest in joining

the Community by showing herself as the chief protagonist of the further
developmoent of the Communities.

The British Government had a key role to play, but non-governmental
forces were also of very great importonce. Public opinion could in-
fluence even De Gaille if it was persuaded of the importance of
British entry. In addition to links amongst the political pariics
and clubs, it was argued strongly that British pembers should be

csked to take part in the Monnet Committee.
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DEMOCRACY AND INSTITUTIONAL EFFTCIENCY IN THE COMMUNITY.

by John Lambert.

(This is a first outline intended to provoke discussion; at a
later stage it may prove worthwhile to go in detail into some of the
possible developments referred to.)

The starting point of this paper is the conviction that new
thinking is needed on the institutions of the Community, and about
their democratic content.

Thig would be true in any case, both because the inecreasing
volume and complexity of the problems puts strain on the existing in-
stitutional machinery of the Community, and because a new confrontate
ion on the question of dirsct revenues and the role of the Parliament
must inevitably occur before January 1, 1969.

It becomes doubly necessary as a result of the renewed Dritish,
Danish and Irish applications for membership (with Norway probably
following)s On the one hand, the argument has been used, by those
who are opposed to or concerned at the prospect of enlarging the Com-
munity, that it will mske the institutional process unworkable. . On
the other, the question of democracy in the Community, though it has
not so far emerged as an issue in the United Kingdom this time, was at
the heart of opposition to membership in the U.K. last time.

We may add two tactical points. 1In the face of de Gaulle's
evident reluctance to admit Britain, and the British determination to
get in, if possible while he is there, if not when he goes, it is
likely to be the desire of the British government to espouse a more
"Buropean' point of view than the General « and the issue of democracy
is a key one hers. It is necessary to work out and make known a clear
attractive, realigtic and workable alternative to the Gaullist rejecte
ion of a federal, democratic community system.

Secondly, although those who favour British membership tend auto-
matically to assume a simple outcome whereby Dritain and the other can-
didates join, and then the ten together go on to develop the Community,
we must be prepared for another eventuality Finding himself unable to
resist pressure for negotiations and for DBritish entry, de Gaulle may
well seek to obtain a far-reaching re-negotiation on the occasion of
the enlargement. This is ¢learly hinted at in his references to Brite
ish membership as roquiring the construction of "an entirely new edi-
fice," Although this seems politically and economically unrsalistie,
a response based on simple defence of the existing institutional arrange-
ment would be vulnerable to the criticisms referred to above, if not
backed up by a practical view of how certain latent problems can be
solved, and how the present Community can develope.

It is not sufficient to take out of the drawer where they have
been gathering dust the ideas about democracy and the development of
the institutions which have baen progressively dropped in the face of
the impossibility of progress whilst de Gaulle is there. Those ideas
were worked out in the early years, without the experience now acquired
of the operation of the existing institutions, and in a more utopian
atmosphere. They could not take into account the basic evolution in
the organisation of democracy which hag taken place in France with the
general acceptance of the presidential system.
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In particular, election of the Buropean Parliament by universal
suffrage was treated in the past as though it were a final step needed
to complete the existing constitutional system. I wish to argue here,
on the contrary, that though esgsential, it must now be seen as one ele-
nent in a complex move forward in which the whole relationship between’
the various Community institutions, and the working of the system, is
reviewed, This view is supported by the history of European mmifi-
cation so far, each major move forward {(ECSC, EEC in particular) having
seen a changed institutional pattern adepted to the political balancei

The suggestions made below are therefore intended to be a basis
for thinking about the elements in the next "leap forward," which is
essential in any of the following hypotheses:

ie De Gaulle blocks British entry for the present, the federal,
democratic alternative then needs to be developsd and advocated within
the unchanged Community of the Six in the preparedness for his departure
and a "leap forward" either without Britain, or following rapid British
entry, or on the occasion of British accession. '

ii. De Gaulle accepts British entry, and the Community of Ten faces
problers of institutionel effectivensss and democratic control, such
as have already arisen in the present Community.

iii. Re-modelling of the Community is imposed as a condition of British
menbersghip, and a clear alternative attractive to the British, is needed.

For the gake of clarity, I limit myself here to the assumption
that the Community remaing confined to the fields at present covered by
the Treaty. 411 that is said here applies a forteriori should there
be (as is possible) an extension of the Cormunity to other fields of
government simultaneously with the re-construction of the institutions.

1. Efficiency.

2e Democracy.

1, Bfficioncy. The problem arises at the level of the Council of
Ministers of the EEC. It manifests itself in the slowness with which
progress ig made at the ministerial level, both in internal affairs and
(above all) in the external relations of the Community.

The causes are:
i« Discussion at ministerial level of peoints which are essent-
ially technical, and of too great a complexity to lead themselves
to the process of pclitical debate and compromise characteristic
of the Council.

It will be remembered that decisions can only be taken in EEC by
the Council of Ministers itself. The "A points" system enables matters
settled at the level of the Permanent Representatives to be passed ag 2
formality by the Gouncil. Nevertheless, it is sufficnent for the rep-
resentative of one country to lack the necessary authority to take a
decisicn or make a concession for the point to come up at ministerial
level, however technical it may be. Ministers of the other countries
will then be obliged to intervene on matters which their own experts
were able to deal with, and the minister of the country which sought
ministerial debate may well himself be obliged to leave his expert to
speak on the point.
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ii. Excessive pressure on the Permanent Representatives. Emile
Noel, Exccutive Secretary of the EEC Commission, has noted {paper pre-
sented to the Université Libre de Bruxelles, juillet 1966) that the
Permanent Representoatives are in session practically every working day
of the year, having %o do all other work including preparation outside
the timaes of meetings. This is because all points with serious poli-
tical content, liable to require ministerial discussion, are dealt with
by the Permsnent Representatives themselves.  This includes the pre-
paration of all mecetings in the framework of the Cemmunity's institut-
ionalised external relations (associations, trade agreements, ete,) and
participation in these when at sub-ministerial level. - Their are clearly
advantagzes in one small group who work closely together, and have consid-
erable room for manocuvre and for nuance, dealing with all major problems.
In addition the system has been eased by meking tho Committee of Doputy
Permanent Representatives into a permanent separate body dealing mainly
with points which will not need to go up to the ministers but can be
classed under "A",

It is sufficient to look at the range of points on the Council
agenda, and to remembsr that in addition to the monthly foreign ministers'
meetings there are sessions of the Council on agriculture (these are
however prepared for by the Special Committee), social affairs, transport,
monetary affairs, ete. to realise that the Permanent Representatives
Committee constitutes a bottle-nesk, and also a potentially weak link
because of the excessive pressure to which it is subjected.

A partial sclution is no doubt to be found in according to spec—
ialised committees similar powers to prepare for the Council as are
vested in the Permanent Representatives' Committee and in the Special
Cormittee, and also, for tariff matters, in the 111 Committees

Solutions. The aim must clearly be to ensure that only matters
of genuine political weight and importance come up for ministerial dis-
cussion, - two possible lines of development (both of which have far-
reaching political implications) are delegation by the Council of greater
real powers to the bodies which reproduce the same institutional pattern
at a lower level; or delegation to the EEC Commission.

It is worth recalling that the decision to retain for the Counecil
of Ministers the sole right of decision is of greet political importance.
It ensures that decisions are taken in a body where the Commission is
present and able to teke a full and official role., It avoids establish-
ing the Fermanent Representatives Committee through its permanent position
in Drussels as a rival to the Commission. It emphasises the political
nature of the Community by reserving all decisions to the ministers. The
factthat the Permanent Representatives are under such pressure would
mean that any further delegation would have to take place to specialised
committees, which wouid need to deliberate at a sufficiently high level
for their members to be in a position to take decisions which the minj-
sters could then confirm under "AY,

This greator delegation to sub-ministerial bodies in Brussels in
the variocus ficlds would depend for its effectiveness on the ebility,
political, psychological, administrative, of all six governments to send
delegates able to commit them on the kind of points which now take up
ministerial time. This would be a step of doubtful effeectivencss, and
one politically dubious. It would be distinctly federal in its implic-
ations; the Permanont Representatives have, as is well known a psychology
which makes them at the same time their countries! representatives to the
Community, but advocates of Commuaity solutions at home, and this would
apply to any other body sitting more or less permanently. It would be a
transfer of decision-making more patently open te the accusation of being
undemoeratic (in the oyes of some)and subversive of effective national
sovereignty (in the eyes of others) than the present system,

evesslin
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The alternative is greater delegation of decision-making powers
to the Commission. A distinction should at once be made between
delegation of unchecked decision-making (as is the case, e.g. for the
daily fixation of the farm levies) which it must be said has been limi-
ted so far to the most minutely technical fields, and delegation subject
to checks by a body perallel to the Council (management committee system.)
The Council has been reluctant so far to contemplate delegating any de-
cision-making powers to the Commission even of the smallest points. Any
decision to delegate, within the framework elther of goneral Council
decisions, or gpecifically under particular regulations, would neces.
sarily have political implications, and would require a conscious chelce,
The field of the Community's external relations probably needs to be
treated apart. Recent expericnce has provided a contrast between areas
where the Treaty reguired the Community to act as a unit, with the Com-
mission acting, within the framework of Council directives, on behalf of
the Community, and those where no such reguirement is written into the
Treaty and either the Six are free to act or it is up to the Couneil to
adopt solutions, The most striking contrast is between the Kennedy
Round end the UNCTAD. Even in areas where the Commission negctiates,
however, as for instance on association applications, the system has
proved particularly slow and cumbersome (the Kemnedy Round offoering an
exception only during the closing phases when the negotiaters were up
against an effective deadline and the nezotiations had narrowed down to
cover points within the general mandate laboriously worked out in the
Council), and the question of more offective delegation arises. It is
even more markedly political here than in other fields.

It may reascnably be asked whether the use of majority voting is
not a method of ensuring more effective and rapid operation of the Com-
munity decision-making machinery. It is too easgily forgotten that the
controversy of 1965-66 turned not on the principle itself, but on its
application in those major cases where a member country could claim that
a "matter of vital national interest" was at stake. MNeither side in the
dispute corntested that in these cases the chances of a majority vote were
remote not to say nonw-existent. What was at stake was a principle, far
less than its practical implicetion. The use of majority voting on the
other issues has never been contested by any member country; witness
Fronch acceptance since January 1966 of being outvoted on budgetary
questions. If one adds to this the observatiocn made by Noel and Etienne
that during a representative period out of one hundred cases where majo-
rity voting could have been used it was used only twelve times, but that
in comparigon with a hundred similar cases where it was not yet possible
the time required for a solution was on the averasge about half, it is
cloar that there is no clear-cut obstacle here. The frontier between
what is or is not a vital national intercst will be a shifting one, re-
flecting the mood of the Community and the progress of integration ( and
the 1966 statements have changed little of this.) If no solution is
found by delegation it scems likely that this kind of concealed majority
voting (the concession made to avoid being put in a minority position)
may be steadily extended under the sheer pressure of nocessity.

Extending for o moment these arguments to the enlarged Community,
we may concludo:
i) That the pressure on ministerial time will be increased for two
reasonss '

a. During a fairly long period there will be particular problems

of transition and adaptation requiring to be settled by the Council.

b. In purcly physical terms discussions on points which do come up
to the ministers will take longer,

There will thus be a greater necessity to rcender the system more
effective in terms of the problems mentioned above, it is diffiecult to
predict whether it would be by a strengthening of the sub-ministerial
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apperatus
/of the Council or by delegation to the Commission. If it were the
latter, the politieal implications in terms of a pressure to improve
democratic control could be expected to be stronger in the enlarged

As far as majority vobting is concerned, it is tobe expected that the
"invisible" effects of the majority voting rule would increase - being
isolated in a Community of ten is a wesker position than in s Community
of Six. On the other hand, the chances of a clash between twc groups,
one perhaps representing a minority in the strict sense, but too influ=
ential to be put officially in a minority by the others, are presumably
greoter, In peneral the frontier of the reserved 'vital national ine-
terests" would be expected to be driven back. Other things apart, the
position of a country threatening to withdraw from a Community of ten is
infinitely weaker than it is in the present Community. Were Britain
inside, in particular, any such threat from the French side would no
longer be taken seriously.

The position of the Commission vis-a-vis the Council must almost
inevitably cmerge strengthened from an increase in the number of nmembers,
the relative importance of knowing the technical and political margin of
nanoeuvre of sach being greater, and the scope for political bargaining
also, For purely practical reasong the Commission would need to be
numerically rewinforced in terms of officisls ir various fields. It
would dlso receive a fruitful influx of trained administrators from the
new member countries.

Nevertheless, the fundamental choices for ensuring efficiency would
remain as they are nows

i Incereased delegation by the Council te semi-permanent sub-minige
terial bodies, with the implications mentionsd.

iil. Increased use of majority voting.

iii. Increased delegation to the Commission, with similar implications
as regards the democratic element in the constitution.

A1l these would raise with increasing force the problem to be
dealt with below, of the need for a change in the relaticnship Council-
Commigsion-Parliament.

24 Democracy, It is clear that the gquestion of rendering the Come
minity "more demccratic" cannct be tackled simply in terms of ensuring
direct election to the European Parliament, although this remains the

key. At least three queostions are linked: the balance and shift of

power befween the decision-making bodies: the powers of the Buropean

Parliament in controlling thom: the question of direct olections.

It is unlikely that a very big leap can be made, to the kind of
clearly federal gystem envisaged by some, where the EEC Commission (or
its successor) would have the decision-making power, subject to parlia-
mentary control, and the Council would revert to an "upper chamber" role.
Nevertheless it 1s in this direction that any change bringing the Parlia-
ment effectively in on the decision-making process is bound to point;
witness the 1965 Commission propesals (limited it is true to the budget),
which would have effectively increased the power of the Commission and
put the Council in tondem with the Parliament.

voss/bu
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Iny solution which is to appear realistic should combine the
following thrce clements:

i, Establishment of a direct relationship between the Parliament
and the Commission {(beyond the lop~sided "right of dismissal but
not of appointment" existing at present). This implies, essent-
jally, a changed method of appointment of the Commission. (I will
refer in this connection to the idea of direct election of the
Executive as well as of the Parliament.)

ii. Direet election of the Buropean Parliament by universal
suffrage,

iii. Adaptation of the present decision-making procedure to give
the directly elected Parlisment say in it. This is a far reach-
ing problem, especially if what is being sought is a half-way stage
which leaves the Council, in which the interests of the govern=-
ments and states are represented, real influence on decisions tekens

Ad i. At present the Executive is sppointed by the member governments,
and in practice each government has proved free to make its own sppoint-
ments, only the posts of president and vice-president being subject to
debate., The Parliament plays no role in the appointment. It may by a
vote of censure obtain dismissal of the Executive, but then has no say
in its re-appointment. The High Authority and the Commissions have ih
practice chosen to treat the Parliament with respect, take its views into
account, and appear regularly before it to give account of their activi.
ties, other than is the statutorily required anmnual report. Possible
solutions which have been modted for giving the relationship a more
formal content are:
a) Investiturs of the Executive by the Parliament, and of any new
members, alw;

b) choice of the members of the Exscutive from amongst the members
of the Parliament;

c) choice of a presidont who presents a team for investiture by the
Parliament;

d) direct eleetion of the Executive, as a team. Executive and Porlia-

ment then both draw their authority from universal suffrage.

~ a) Investitute would change little with the present Parlicment, if
the choice of the Executive remained with the governments, and the body
had tc bo approved or rejected as a wholes  Individual investiture
would be invidious and would result in a clash, Parliament-national
governments which would be undesirable and counter-productive., 4n
intermediate solution whereby the first merged Executive would be  »
appointed but it would subsequently be rencwed by co-option of members
subject to investitute, though ingenious, seems to be politically a
non-starter. Finally a directly elected Parliament would want real
influence in any investiture procedure, and leaving the appointments in
the hands of the governments would not e¢nsure this.

~ b) Executive chosen from the Parliament. This only makes political
sense in the event of direct elections, when it would be a way of giwving
the Exccutive a direct relationship with the electorate as well as with
the Parliament.® On the other hand it seems an unsatisfactory half-way
stage, since if the members were to be chosen from the Parliament, the
latter would want them toc be representative, and the parties would want
a say in their choice, there would thus be no point in leaving the choice
to the governments.

The logic of the situation would then lead on towards (a), choice
by one man, but it is then more realistic politically for him to be
appointed or chosen by the Parliament. This in turn could be extended

.../to leave

#It would also contribute to ensuring the level of membership of the
Parliament.
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to leave him the possibility of including in the Executive members who
werc not clocted mombers of Parliament, provided they were acceptoble to
the Parliament. This syster would mcke the president in particular

and the #xecutive in general, the creature of Parliament. It would have
to continue to be subject to dismissal, and it might be necessary and
advisable to give the Council a consultative role at least, 1if not more,
in the choice of the Executive. Thus either the cholce of president
would be subject to the approval of the Council (mejority vote) or he
would seek investiture for the Executive on the Council as well as from
the Parliament. The sygtem skeitched here would provide a useful half-
way house to that referred to under (d) direct election of the Executive
by universal suffrage. The thought behind this scheme (which will be
explained and defended in some detail in a paper to be presented to the
Rifflet group by M. Robert Toulemon) is that an elected Parliament should
have as its interlocutor an Executive also residing on direct suffrage;
that direct election of one man is not realisticy that election of a team
would oblige the parties to work out balanced European lists. It seems
to me that this scheme, though appealing in its logie, as interesting in
its long-term implications, is too revolutionary to be presented as a
realistic next step, and that the next "leap" should be based rather on
direct election of the Parliasment and a reconstruction of the relation-
ship Parliament=-Executive~Council. :

Ad iii. To ensure democratic control at the Community level implies a
effective institutional relationship between the Parliament and the bodies
taking decisions. It is this which is entirely lacking in the present
system where the decisions are taken, save in minute and well-defined
technical spheres, by the Council, which is in no way responsible or
subject to the Parlisment. Direct elections are not conceivable unless
the elected Parliament is to be ensured effective control. There seems
however to be a real danger in bringing about a relationship of control
between the Farliament, once directly elected, and the Council, in which
the interests of the member States are being defended. For the role of
the two bodies is in a federal structure potentially parallel control over
decisions at the federal level, on behalf of the people, and on behalf of
the units (i.e. the States,)

It would therefore seem essential that there be a shift of power
between the Council and the Commission - and this becomes conceivable
from the moment the Commission itself is no longer the uncontrolled
ecreaturesof the member governments, but has a basis, directly or indir-
ectly, in direct suffrage through the control of Parliament.

At this stage it 1s necessary to analyse more clogely the present
situation, some, very limited, powers of decision are delegated to the
Commission; others are retained by the Council on the basis of Commis~
sion proposals; in a third, wide field, the Council is the forum for
co-ordination but does not take binding decisions. The only practical
moves recently proposed were those of April 1965, which would have made
the decisions of the Council on budgetary matters (though not the deci-
sions which in fact determined the level of expenditure)} subject to
Parliamentary control, whilst leaving the Council the final word.

It might be possible, in the light also of what was said above on
the need to render the institutions more effective, to envisage the fol-
lowing gystem - extension of the number of fields where decisions are

taken by the Commission (agriculture, commercial policy,
external negotiations) subject to consultation of the
Council, and to control by the Parliament.

- fields where the Council continues to take decisions on
the basis of Commission proposals, bub subject to final
epproval by the Parliament.

~ fields where the rule is that of co-ordination, and where
the Commission is charged to keep the Parlimment fully
informed of the situation.
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The political aim in this would be to achieve a flexibility, and scope for
a steady shift of weight from the Council to the Commission in termg of
decision-making. Any new Treaty, whilst taking as its starting-point
more or less the present stage of progress from confederal to federal
pattern should meke possible through relatively simple constitutional
amendment or better still by interpretation, this kind of shift. This
kind of formula should not be beyond the ingenuity of the drafters. It
should avoid creating the kind of hurdles or bottle~necks which direct
elections have seemedto constitute this time, should be nearer the "little
revision" of the ECSC Treaty than the "big revision". In other words the
new Treaty should be an outline for gradual evolution of the institutional
pattern, in response to the need for efficiency and to the growth and
establishment of a federal political pattern through the operation of the
elected Parliament and of a representative Buropean Executive.

Ad jii. Direct elcctions. It seems to me politically axiomatic that the
move to direct elections should succeed the admission of new members, and
should be achieved with their pressure and support from within.  Secondly,
for reasons of political realism, direct elections must be combined with
some kind of re-adjustment along the lines referred to above. This
solution is to be preferred to the otherwise tempting idea of treating
the first directly elected assambly as a constitutionzl assembly charged
with elaborating changes in the constitution. These will need to be ex=-
tremely sophisticated and the parliamentary forum will not be the best
for claborating them. Also the calibre of the newly elected Parliament
will depend on the answers worked out to some of the gquestions put above.

I shall not attempt here to suggest solutions to the numerous pro-
blems, most with political implications, which arise over direct elections,
but rather to indicate what they are, as a basis for thought and discus-
sion. It is clearly indispensable however to make choices on these points
and to work out a clear-cut, workable gystem on which there can be general
agreement amongst those who wish to support the general idea of a demo-
cratic Community.

Questions which arise include:

1. Elaboration of a gingle Community electoral system or use of
national systems, and if the first,which system.

2e Number of members.

3. Duration of legislature.

i Admission of Communists (problem re German system.)

Ge Possibility of candidates in other member countries (this is not an
entirely academic point, particularly in a single Community system.)

s Compatibility of national and Buropean mandates (need to examine the

Italian half-way proposal, for dirsct election of half the delega-
tion or half the members.)

Te Salaries and Parliesmentary facilities.

8 Seat of Parliament, can a seat apart from the administrative centre
be justified after direct elections.

It will also be necessary to re-examine and re-furbish the arguments about
the political efficicacy of direct elections, e.ge

shock effect on public opinion {Eurovision, ete.)

pressure on parties to present coherent European programmes.

direct channel for individual and consumer representation.

- increased international weight of Parliament.

I

Note. On the basis of discussiong on"this paper in both the Kuby group
and the Eurcodiners, the author would envisage producing a more
precise paper indicating a choice of solutions, relating the problems
more specifically to enlargement of the Community, and indicating
possible timing. This paper could also contain a series of choices
on the detailed aspects of the direct elections problem.
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A COMMON POLICY FOR EUROPE 6N SCIENCE AND TECHNOLOGY.

By Christopher Layton

THE "GAP!

Ten years age "Catching up with America® was a favourite economic
slogan for politicians in rival Continents. But all the signs teday are
that the United States, the richest country in the world, is maintaining its
economic lead over all challengers and in particular over the world's second
richest industrial region, western Europe, In the late '50s and early '€0s
the dynamic Continental economies seemed to be catehing up.  Since 1961 the
astonishing American economy, growing at a rate of 4 to 5% per year, has bgen
increasing its lead,

Eurcpeans have felt the impact of America's eccnomic dynamism, not
only through the massive expansion of American exports (from £ 19,635 million
in 1960 to ¥ 26,622 million in 1965) but through the steady growth of American
direct investment in western Burope, from some £4,151 million in 1957 to
#12,067 million in 1964, That investment which once ploneered the bread and
butter industries of Europe's new affluence, from sewing machines to tractors,
now concentrates in particular on still newer industries - electronics, com-
puters, sophisticated chemicals - in which America has pioneered the way.

Over 75% of the European market for computers is now in the hands of American
or partly-American companies, All the carbon black in western Europe is pro-
duced by American firms, '

In the aircraft industry American companies er products have claim-
ed over 50% of the Burepean market for some years, Aviation is the most
swiftly growing section of the transport industry, yet without either ever-
growing government subsidies or radical changes of some kind it is doubtful
whether the British and French aireraft industries can survive.

The concentration of research and development expenditure and
decision-making centres in the United States in furn sets up a series of pro-
cesges which tend tu enlarge the "gap," The best and most enterprising brains
in Furope "drain" to America because they are offered the best research facile
ities there and the most exciting work. Enterprising Furopean f{irms seek
American, not Eurovpean, partners because there is more to learn from the United
States,  Except in chemicals, the largest U.3. firms tend to be much larger
than their equivalents in Europe, So, if there are mergers or fakeovers,
Americans tend to be buying European firms and not the reverse,

THE CONSEQUENCES

A1l this has led to consequences which £ill many Furopeans with
eongern: :

(a) The tendency for the great international corporations to be
based in the United States must mean a growing coneentration of economic power.

(b) Political consequences can follow from the concentration of
high technolegy in American hands. On two eccasions in particuler, American
decisions have arrested French economic and nuclear development; the U.S.
government for some time forbade the sale of a large computer to the French
government in the belief that this would accelerate France's independent
nuelear programme, U.S, pressure prevented the United Kingdem from const-
ructing a nuclear enriehment plant for the Fremch, obliging them to spend vast
sums en developing the technology for themselves. French guspicions of
America, and the unsuccessful French attempt to retain seme control over key

.es/industries



-2 -

industries like computers, owe much to these examples of the use of economic
power,

{e) Economically the concentration of Research and Development
expenditure in the newest industries in Amerieca has an effect on the pattern
of international trade and on economic growth, A study by Donald Keesingt
shows a remarkable correlation between intensive regearch and development in
the United States and a large American share in trade., In the American air-
craft industry, for instance, where 7,71% of employses were scientists and
engincers engaged in R, and D. in January 1961 (the highest proportion for:
any industry) the United States was responsible for 59% of exports by the
ten major industrial countries of the Atlantic arsa; in office machinery
(5.09% of employees scientisis and engineers)} for 35% of exports, in drugs
6,1% and 33%. At the other end of the scale, in ten American industries in
which less than 1% of the labour force were anloyed in R. and D. the U, S
had less than 20% of exports by the ten countris

Burope's negative "balance of payments" in licenses and knowhow
is a more modest consequence of the technological gap, it is probably a =
logical and necessary consequence of America's higher level of economic devel-
opment; Europe, after all, has a surplus on trade in 'knowhow' with the less
developed countries, But this one~way flow of knowledge has wider implica-
tions, In the cligopolistic pattern of modern industry, the market in pat-
ents and knowhow has great Importance. The possession of a key patent con-
fers economic power, and affects the price of other patents, and arrangements
about markebing and production. The terms of trade in kmowledge tand to be
adverse.

(d) Then there are the sheer competitive advantages conferred
by scale. Large scale output and large seale research mean, in the end,
cheaper production, new products and processes and more wealth.

(e) ¥inally, the brain drain has social as well as cconomic
conseguences, If the biggest opportunities beckon from across the Atlantic,
Europe's potential social as well as academic and industrial leaders will tend
to go wesl, weakening in the process the fabric of European society.

Not only Europeans, but Americans, have a long term interest in
avoiding these consegquences. A balanced Atlantic partnership requires Europe
to be economically strong - as a merket for American products, as a gource in
turn of new technologies, and as a partner in carrying the world responsibility
of assisting the developing countries to their feet.

MAKTNG EUROPE & STRONGER PARTHLR

(1) The Common Market

Some of these weaknesses can be remedied simply by the implement-
~ation of the common market, The existence of a single Furopean market will
give Buropean industry the chance to adapt its operations to a home market of
Continental secale,

(ii) British Membershin

British membership of the existing Commmities should be a further
help. The ihceme of the present community is half that of the United States.

.../The admission

+ The Impact of Research and Development on United
States Trads. D.B. Keesing, International
Beonomies Worleshop, Columbia University,
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The admission of Britain and other EFTA countries could go far to redress

this imbalance, Britain has more large industrial companies than individual
countries on the Continent. Of the world!'s 500 largest companies, 306 were
based in the United States in 1963, 74 in the common market and 53 in Britain,
Britain also brings tc the Community a research and development effort roughly
equivalent in size to France and Germany combined+ (some 2,3% of national in-
cone in 1963; 1.6% for France, 1l.4% for West Germany); 1t has the largest
European sircraft, computer and nuclear industries.,  British participation in
the 1life of the existing Buropean communities must bring an overall increase in
economic strengih.

(1i1) Bevond the Rome Treaty:
European Company Iaw, Patents and Standsrds;
Capitel Market.

The full benefits cf industrial integration in the Europesn marked
have, however, still to be gathered, and require a new impetus from governments.
Though takeovers and techniczl agrecments across frontiers have been comnen,
mergers between European companies will remain remarkably difficult until agree~
ment has been reached on a common Company Law, and ¢n a harmonised fiscal
asysten, The American concern with subsidiaries in several countries (like
I.B.M,) can integrate its operations far more easily than can two separate
Buropean companies {say English Flectric and Siemons) seeking te combine,

A Furopean patent law is also of crucial importance if European
countries are to pool knowledge as effcectively as posaible. The development
of common standnrds in every industrial field, from the licensing of tractors to
the maximum load limit in certain electric power cables, is fundamental, In-
dustry cannot speak of a "large home market" until standardisetion has been
achisved,

The development of an integrated Eurcpean capital market is essent-
ial too, if interest rates are to be lowered and European companies are to be
able to call on resources comparable to those available in the United States,

(iv) Joint Policies in Science and Technology

A1l this means simply that the Rome Treaty must be put into
practice, with all that this implies, .

But cresting a single European market will stiil not reproduce all
the conditions which have generated America's formidable technological lead,
The state plays a key part in the new technclogiss., In the United States
federal spending was responsible for about 63% of the total R. and D. spending in
1962, Moreover, it is precisely in the fields where U.S, federal spending is
so massive (acro-space, computers) that American firms tend to dominate the
Buropean narket., In Burope tco government plays a major part in financing
not only research in these defence-orientated industries, but in pure research
in the universities, The public scetor accounts for about a third of the
gross national expenditure of West European states.  Government buying, or
buying by publie authorities, has a major impact on the behaviour, structure
and commercial situation of industries as diverse as nuclear power equipment,
telephones, railways and avintion, A full pooling of European resources in
science and high technology requires joint poliecies by Buropean governments to
a degree¢ scarcely envisaged in the Treaty of Rome and certainly not practiced
by its members,

This is the origin of the proposal to ereate a European Science
and Technology Community, a preposal endorsed by nll three major British

voo/political

+ See Freeman and Young, 0.E.C.D.
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political parties+ and by the European parliament of the Six. Others have
suggested that there should be an extension of the powers of the existing
Communities, This paper briefly anslyses existing Furopean co-operation in
science and technology and draws some provisional conclusions about what
should be done in the future,

+ See: Speech by the Prime Minister at Mansion House,
November, 1966,
Conservative Political Centre, December, 1966,
Speech by Jo Grimond at Bristol, December, 1965.

LESSONS FROM EUROPEAN CO-OPERATICHN IN SCIENCE AND TECHHMOLOGY
SECTORS FXAMINED,

ATRCRAFT: Bilatcralism in Practice.

Very large sums of money have been invested by France and Britain
in the various joint, bilateral aireraft and production projects set up dur-
ing the last seven years.

Both Britain and France have now realized that they cannot hope
to suppert an aireraft industry in the future in isclation. In the year
April 1965 to April 1966 the United States aireraft industry sold approxima-
tely 400 eivilian commercisl aircraft all over the world. The entire
European industry sold less than 50, 200 is a very large average initial
order for fighter aireraft in Burope; a common initial order in the United
States is for some 2,000, The necessity for assured markets larger than
the small Furopean nation has become plain if there is to be any hope ef
survival for the FEuropean aviatisn industries., So has the need for joint
development programmes to share the immense cost of developing modern ailr-
eraft., The fellowing joint projects have therefore been set up or pro-
posed by the British and French Governments as a means of sharing costs and
markets,

I, CONCORDE:

The treaty en the Anglo-French supersonic airliner was signed in
1962, Development costs, originally put at £150 million have risen to
£400 million, Total expenditure may roach £1,500 miilien by the time the
aireraft is complete, The aircraft is being constructed jointly by BAC
and Sud Aviation, and the engines by Bristol Siddeley engines and SNECMA,
The French generally supervise construction of the airframe, the British the
ongines, Potential orders are put at some 300 and the aircraft should have
a lead of 2 %o 3 years over U.S., competitors. €9 have been ordered so far.

Achievements and Shortcomings

Technically, the praject is claimed to be going well by those
involved. But costs have soared. Production, development and costs are
split on a 50-50 basis, though the complexities of co-operation are alleged
to increase costs by some 25%. There are two production lines, when one
should be enough,

- Concorde is managed on the basis of a2 strictly Government to
Government agreement, so that on each side of the chanmél the companies have

«vs/constantly
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constantly to refer to their own Governments which then mcet to discuss the
question in committes, Concorde is on the margin of the technical and
managerisl capabilities of the two industries,

IT. MARTEL :
An air launched guided missile,

Development is now complete and the missilcs are ready for pro-
duetion., Here the allocation of devclopment and costs is on a more complex
basis - 50% of production is shared in relation to the R, and D, expenditure
of ench partner. Exports are shared equally. - The rest of production is.
shared in relation to orders by each country,

TIX. JAGUAR:
A strike-trainer aircraft.

Here the institutional structure has been taken a step further
forward, A joint Government management committee has been set up panned
by four French and four British representatives, On each side of the channel
an executive has been appointed, the French one for the engine, the British
for the airframe. Under each of these is a pair of companies (Breguet and
BAC as joint airframe contractors; Rolls Royce and Turbomeca as engine cont-
ractorsg. Each pair has set up a joint subsidiary company to carry out its
work {SEPECAT), The subsidiaries are required to split the work 50-50 as
far as possible,

French practice, which is claimed to be faster, has been adopted
for the programming of the airframe through the various phases of development,
The first aircraft is due to fly early in 1968 and first deliveries are due in
1970,

Iv, VARTABLE-GEOMETRY ATRCRAFT

A possible strike-interceptor aircraft for the '70s based on the
swing-wing principle,

France has been cautious about reaching a final agreement+ on this
project for a varisty of good reasons., Its budget is under heavy pressurs,
because of the escalating costs of the force de frappe; the alrerafi itself,
like Concorde, is on the borderline of the French industry's technical capa-~
bility; if this project goes through, together with those listed below, the
Freneh industry will be almost totally committed to joint projsets with
Britain, while the British industry, though deeply involwved as well, will
retain some national projects and some joint work with the Americans, The
project also poses difficult industrial problems for France, If it goes
ashead, France's existing national project for a Dassault interceptor, powered
by a SNECMA TF.306 (ex Pratt and Whitney) engine, will have to be dropped.

For a while Dassault may have surplus production capacity, and SNECMA problems
of adiustment,

One wider issue is also brought heome forcibly by the V.G. project,
It is extremely expensive and production for ithe British and French markets
alone means high costs per uwnit, Sales to Germany and other Furopean coun-
tries could nake a major difference to unit costs,

The V.G, problem thus brings up a series of wider issues. If co-~
operation in aviation is to go much further, it must extend beyond individual
ad hoc projects to include broader planning of the future of the industry as a
whole; it must also bring in the Germans; and it must include a policy on
Europe's future industrial structure (which French firm is to combine with
which British firm, and so forth),

.ll/6l
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V. HELICOPTERS:

A joint programme to constructi-
(i) An air transport helicopter
(ii) A light observation helicopter

(i1i) A utility helicopter,
worth in all some £220 million.

Tn this field France has pionecred development and invention.
So here, while production would be shared 50-50, three-quarters of develop-
ment has been or will be done in France, if the programme is agreed,

VI. ATRBUS:

Not yct off the ground, Here, while the French and British, and
later the Gorman Governments, have been positively interested, eighteen
months have been lost while the airlines failed to reach agreement on their
requirements,

The failure, so far, of the airbus project illustrates wider pro-
blems; if Governments have the will, they can agree and exceute military
projents, but joint civil ones require the airlines to agree on a joint buying
policy; again, in the case of Germany, the will to agree on a joint speci-
fication would be stronger if it were clear that German firms were to parti-
cipate in the development and wanufacture of the airbus, amnd how this would
be done,

CONCLUSTION OF AVIATION

(1) It works

The Anglo—=French aireraft projects have important morals. First,
the two industries have embarked on co-operation with far more zeal and success
than seemed possible four years ago, Despite extra costs of co-opsration
(often put at some 25%), the savings en devalopment costs, though 5050 shar-
ing, have been large, A sense of partnership has been built up by scme ef
the firms involved, and particularly by BAC and Sud Aviation, BSE and SNECMA
whoge joint work on Concorde is the sequel to a long history of interfirm
collaboration,

(ii) Bring in the Germans

Yet the basie fact remains that even an Anglo~French aircraft in-
dustry is not viable, unless it can get assured access to a wider European
market, This means bringing in the Germans on a largs scale,

(iii) Common Institutions needed

Ce-operation between Governments and firms has already shown too
that managing a project on an inter-Goveramental and inter-firm basis can be
complicated and expensive, If more Governments are brought in, and more
comnittees formed, deecision-making becomes even slower and costlier, If
Anglo-French co-operation is to be extended to other European countries the
pressure therefore grows for more streamlined institutions, which can take
deeisions quickly, In the United States a body such as the National Aero-
nautics and Space Administration has a budget and wide powers to take deeis~
ions, organise and modify projects, and place contracts., A joint aviation
programme for Europe requires the establishment of a central institution, with
power to take certain management decisions within s broad programme laid down
by Govesrnments,

0-0/7!
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(iv}) A Buropean Aireraft Programme

If there is to be full use of Europel!s productive resources in
aviation, there must be an element of longterm planning for the European
industry as a whole., Obviously, in an industry where projects tke ten
years to mature, there must be longterm planning, and if the bulk of work
is to be done under Furopean contracts, the planning must be European too.
So long as projects are agreed on an individual ad hoec basis, Governments
will continue to take out national insurance policies, which increage over-
heads snd costs. Obviously, if a goverhment embarks on a joint project but
decides to keep some national capacity in being at the same time "just in
cnse", there is waste, The waste has no rationnal justifieation, for it is
going to be hard for a European industry to survive; national industries
have no chance whatever, Optimum use of Europcan productive resources in
avintion therefore requires planning of future projects at the European
level to fit the structure and capacity of the Buropean industry. It re-
guires o basie political decision to develop and maintain a Buropean alrcraft
industry ~ and not several separate national industries, brought together
from time to time when it seems convenicnt.

(v) An industrial strategy

It also requires the European Govermments to agree on a strategy
for the structure of the industry. If there are to be European projects and
orders, there must be Furopesan companies to carry them out, If separate
national firms remain in being, there is a wasteful duplication of management
structures and overheads, slow decision-making and expensive communications,
which would not be present in a single European compasny, In straight com-
petition between the Boeing company and a rambling consortium of Sud Aviation,
BAC and Dornicr, supervised by the three Governments, the American company
would have a big lead in managerial spced and efficiency., If competition is
required as & means of keeping producecrs on their toes, it must be part of
this European industrial strategy. Hational economies simply are not big
encugh to support firms of optimum seale which compete as well,

Unfortunately, Governments have, in the last year, been develop-
ing policies which make this European industrial strategy more difficult.
The British Government in particular has pushed the British engine and air-
frame manufscturers into two single large units. This will make it harder
to arrange a marriage with their French partners, Bristol Siddeley engines
and SNECMA have long worked together on a friendly basis. It would have been
natural and easy for the two firms to meorge and form a single European company.
Now that BSE has been swallowed by Rolls Royce the mateh becomes more diffi-
eult, for the British partner is sc much larger than the snall French firm
that a mergzr is bound to be a takeover in fact. The same considerations
apply, in lesscr degree, to a possible merger batween BAC and Sud. Never=-
theless, it is vital to back up joint industrial activities by joint ownership.

(vi) How much protection?

Hew much protection could or should the Buropeans, jointly give
their aircraft industry? The Germans, Italians and others cannot be expected
to grant orders to Franco-British aircraft, instead of American ones, unless
there is some economic or political advantage in it for them. The common
market, it is true, does place a 10% tariff on aircraft and aireraft parts.
But this may not provide a sufficient competitive advantage, initially, to
beat American credit terms and the massive help provided by a large home
market for both military and civil airecraft.

There is a respectable ceconomic arpgumcnt for establishing an
effectively higher tariff for Government orders while the European industry
consolidates and becomes competitive, After a period, the tariff, or a
'shadow tariff", could be reduced, provided the massive American protection

.»o/(provided by
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(provided by the Buy American Aet in the military case) were reduced
propertionately.

The Germans and obther Buropead countries can be expected to
participate in such an arrengement on two major conditions: first that
they share in the development of new aircraft and are therefore enabled to
participate in the commsreial profits of this protected market and in the
technologies involved; seccond, that there is a political commitment to
Furope by Britain and France which gives Germany some of the security hitherto
provided by its Ameriecan ties. t

The ereation of a viable Buropean aircraft industry, in short,
requires something like the Buropean Aircraft Agency originally proposed in .
the Spask report in 1957. It requires a strategy to create and protect
European companies and a joint plan and purchasing policy fer the future,
How does this conception ecompare with the nceds of other sectors of tech-
nology?

SPACE
Two joint European organisations are in existence:
(1) ELDO, the Furopcan Launcher Development Organisation, was -

established by a convention of April 1962, Its original task was to
develop a three-stoge Buropean space rocket, based on the redundant Eritish
missile, Blue Streak. It has six Buropcan members (the common market
countries sxcept Luxembourg, and Britain? Australia provides launching
facilities at Woomera,

.
»

In ene gense ELDO is more advanced, institutionally, than the
bilateral Franco-British aviation projects. It is run by a Council, with
two=-thirds majority voting on certain issueg, provided members contributing
85% of the cost (i.e. U.K., France and Germany) concur,

The ELDO organisation, however, has thrown up 2 number of
fundomental problems.  First, there ig the basic question what the organ-
isation is for, For the British, the eriginal political motive -~ to find
a uge for Blue Streak and de something "Europecan'" at the time of Mr., Mac-
millen's first attempt to join the common market - was understandable, -So
was the response of its partners who were persuaded that this was a sasible
vay of geiting into the "space race." But though ELDO's original objestive,
to get a three-stage rocket in the air, is making slow but real progress,
there is nc ulterior aim comparable to those behind the U.S. programme - to
develop a nuclear capacity, get a man up and get to the moon before the
Russians, Only in 1966 was it decided to develop launcher capacity capable
of putting up a communications satellite, find it is still not clear when
this is to be done, Sinece ELDO was formed, the gap in time betwsen
European and /merican space developments scems %o have widened,

ELDO's costs have escalated from an original budget of £70
million in five ycars to £158 million. In consequence of this pressure,
Britain succeeded in persuading its partners, in the summer of 1966, to
reduce the British share of the budget from 39% to 27%. But costs are
st111 rising and the escalation is the more disquicting in n programme where
the aim remains uncertain,

Finally, there has been eriticism of ELDO's decision-making
machinery. Ultimately, key decisions have to be taken by the Council. The
process has been slow and frustrating for those working on the projeet,

Much precious time has been lost while Governments debate, and refer back,
and file away, and reconsider, and generally treat this massive and urgent
project in the same kind of way as the British Government treats a deeision
to build a by-pass,

Probably the major weakness here remains not so much the
machinery as the absence of a clearcut aim in the programne.

ene/9.



(ii) ESRO, The Furopean Space Research Organisation, established in
June 1962, was born of more propitious circumstances. Though given impetus
by Britain's first application to join the common market, it originated in
discussions amongst the seicntists who took part in the creation of CERWN
(see below). Tts aims are scientific research in space., ESRO was given
a relatively purposeful rescarch programme, together with a seriecs of five-
year budgets,

National dclegations have on occasions tinkered with the prog-
ramme and the budget, but thc Council meets only twice a year. Contracts
have not been farmed out in nntional slices as in ELDO but placed competit-
ively, ESRO has five satellites under development, a testing range at
Kiruna, Sweden, sounding rockets and healthy computer facilities,

Like ELDO, however ESRO docs suffer from the lack of an overall
strategy for Buropean space rescarch and development.,  Where is the know-
ledge learnt from its satsllite programme to be applied?  Where is the
"fallout" to £211?  The development of Europsan communications satellites
seems the obvious next objective, But as yet there is no programme or
machinery for this.

What is needed, as in aviation, is the establishment of an
overall programme, opserated by & single management authority, which could
take both ELDO and ESRO under its wing, Under its aegis, a separate
commercisl organisation should be set up to develop Furopean commmications
satellites and ground stations. Government contributions te this should
take the form, not merely of development grants, but of invested capital,
on which Governments could expuet a return, Further capital would be
raised on the market and from notionnl post office and television authorities.

COMPUTERS

Here the needs are in many ways sinmilar te those of aviation,

but muich less has been done, Over 75% of the European market is in the
hands of American firms, and in recent years it has often ssemed doubtful
whether a European industry could survive, Yet commercial computers and
process—-control equipment are of key importance in the coming phase of the
industrial revolution., A very large part of industrial organisatisn, as
well as the control of many processes, will be computerised. Dependence
on bought computers means dependence cn buying a major menagerial skill,
The computer market in Europe is expanding by some 22% per year, Parti-
eipation in it, by Furopean-owned firms, means participating in a key growth
industry, and this time one which has far largor eivil than military applic-
ations,

In computers the skills the United States is able to sell to
Europe are, a8 in many other fields, an invaluable source of wealth, Bul
there 1s, in this new industry, a powerful case for building up at least one
or two strong majority-fBuropean owned industrial computer groups, as a means
of attracting and retaining in Furope valuable trained men and women, as an
indtrument feor bargaining with large American firms, as a gource of effective
competitian with them, and as an insurance policy to enable Buropean Govern-
monts to impose the bost terms on Amerdican firms operating in Furope, One
industrial view is that a dynamic drive to revive a Furopcan computer industry
could recover at least 50% of the European market,

The need for industrial consolidatlion if a European computer
industry is to survive was brought home in the study on R, and D, in elect-
ronic capital goods by Freeman, Harlow, Fuller and Carnow.+ With a "thres-

hold development cost" ranging from £1-2 million for a small scientific computer,

to £10=40 million for a communicatlons satellite, it is clear that very large
veo/firms are

+ National Institute Eeonomic Review, November 1965,
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firms are needed if Europe is to be in the forefront of development in
electronies,

The computer industry is also one where statc expenditure and
policy can play a key rolc. In the United States olectronic capital goods
industry, two-thirds of rescarch and development expenditure is, according
to Freeman, financed by the Federal Government, In Eurcpe, quite apart from
defence needs, the British, French and German Governments, have cach taken
the decision to give financial backing to their national computer industries.

But & major change of policy is needed in all these countries:
if a viable Buropean industry is to be developed, Each country, at present,
is seeking to develop a national industry. In Britain £5 million has been
invested in ICT's development by the Government, together with funds for
export finance, In France 48 milljon francs is being invested in the new
CITEC group under the M"plan caleul." In Germany Government help is also
being given.

These funds certainly give European computer manufacturers a new
lease of life, But there is little prospect that they will enable them to
survive effectively in the long run,

In France, it may take some five years to develop a new range of
conputers. By that time new American models may make them out of date. In
Germany the industry is in its infanecy. The British computer industry is in
. a much stronger position, and ICT's current range is mecting unexpected success.
But the problem will revive when the company must embark on a new generation of
computers. During the next ten years ICT will certainly expand, but will it
become viable on its own? If the formidable challenge of Ameriean computer
manufacturers is to be met effectively, Government action in Europe will have
to be designed, not just to defend small national computer manufacturers, but
to build up stronger European groups. It might take the followlng forms:

(1) Joint Government backing for a large computer.
Ls an Anglo-French project, this one has been allowed to drop. Both
Governments wers short of funds, and in France the dceision has been rein-
forced by the fmerican decision to allow France to buy a large CDC computer
after all,

The fact remaing that a large computer will have growing uses,
within Government, for seientifie ecalculations, and as a key piece in a
computer grid, - If development and later sales are left to the United States,
Europe may be left out of a large ares of technology.

(2) A common policy would also be particularly valuable in
software, Apart from joint policies on standards, patents and other basic
elements of the common market, a community agrecment should be sought on the
operational requirements of data processing; i.c.:

{ common order code

Specified clectronic interfaces ,
Standardisation on a few efficicent, high level langunges
for "eompilers,™

(3) Backing up this common policy should be a gommon purchasing
policy by public authoritics, designed to rationalise the industry, There
should be an attempt to promote specialisation by particular Buropean firms in
particular fields., Spoeialisation does not necessarily require mcrgers.

The large development funds being put inte the industry must be used as a tool
to promote such specialisation, and judieious mergers.

) Here decisions ought to be taken soon by the British Government,
There has been talk of pressure on ICT to merge with English Eleetrie; such
a merger, likc the national mergers in the aireraft industry, would make

« o+ o /Buropean mergers
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European mergers more difficult to achieve. Instead the Governments should
start thinking out a European strategy: a possible mergor between ICT and
CITEC; a get-together between English Electrie and Sicmens, both partners of
RCA , to create a far more powerful unit at the European end, Philips might
play a part in either of thesc groups.

(4) There might, finally, be a_joint training programme for
European computer programmers, growing out of a joint programme of requiramnents
by the Governments, Software, and the training of people, is the biggest
current bottleneck, If ngreement can be reached on requirements, there is a

_strong case for joint action to put it right.

NUCLEAR POWER

In this field a Community-style organisation, Buratom, is already
in existence, But Britain, with a larger muclear effort than any other
European country, is ocutside it, Here, British membership of Buratom
would, on its own, produce a najor change in the situation, But more is needed,
for in its ten~year history important weslnesses in Buratom have already been
revealed,

Furatom has the following achievements to its credit:

{a) The establishment of four community research centres,
working on a number of topies, and in particular the
Orgel rossarch reactor,

(b) A large-scale programme of research in light water
reactors in partnership with the U,S. Atomie Encrgy
Commission.

(e}  Partnership with the U.K., and other Furopean count-
ries in the "Dragon" projecct,

(d) The development of the technique of "contracts of
association™, in particular covering thermo-nuclear
fission studles, fast reactors, nueclsar ship propul-
sion end agricultural and medieal research,

(e) The establishment of a documentation centre and the
dissemination of informntion from its own or contract
resenrch,

But is has had the following shortcomings:

(a) The French Government has carried on the bulk of its
efforts outside the common programme, and this has
encourrcged others to do the same, '

{b) The Commission has not shown the same drive and
skill as its counterpart in the E.E,C, The need
for a unanimous, rather than a majority vote on
the programmo has been a handicap.  In fact even
the Furatom institutions have not contained a strong
enough managerial body at the centre.

(e) The failure to avoid overlapping in the new and
important fisld of fast breeder reactors typifies
Buratom's weaknesses, There is a strong possib-
ility that thres fast brecder reactor prototypes
will be built in the Community (one in France and
two by private German industrial concerns.) Of
these two will be sodium=cooled {the sy stem used at
Dounresy) =nd ene steam-cooled, There will be dup-
lication in a field where Britein is several years

shead,
L] os-/lzo
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(d) FEuratom has not developed a common European
nuclear power programme,

These weaknesses are matched by a different series of British
interests and achievements, Britain has invested vast sums in nuclear
research and development, but badly needs to find a way of getiing a
commerceial return, At the same time it has much to offer the Community in
nuelear technology. In part this is a simple commercial operation. It is
probably time to turn the Atomic Energy Authority into o commercial undere
taking, capable of selling the technology it has built up. Inside Buratom
the common tariff will give British consortia a better chance to sell AGR's
and other nuclear equipment than in the past, But plainly more than a
short-term commerecial policy is needed if the fruits of Britain's nuclear
effort are to serve as the basis for a stronger Furopean nuclear industry.
If Britain joins Euratom, there seems scope for the following joint actionmsi-

(1) In fast breeder reactors the Atomic Energy Authority ought
immediately to embark on 2 bold licensing policy in Europe, licensing its
fast brecder engincering technology tc Europecsn firms or groups on advantageous
terms,. It should use this tocl as a means of cncouraging joint consortia
between British and Continental firms, which should mean that later construc-
tion would tend to contain a mixture of British and Continental components.
It should cross-license with the Continental prototym constructors of fast
breeders to ensure that it acquires any valuable knowhow which they develop.

It has been suggested that Dounreay be made a "Furopean® pilot
plant and opsned to officials of Euratom and the other national atomic energy
authorities, There is a problem here, When construction of the prototype
began, there was a strong case for making it "Buropean,"  Today the basic
research is complete and the project is becoming "commereial! so that the main
knovhow coming out of it is engineecring technology which can convenicntly and
lueratively be sold commereinlly, No less important, the German plants are
private snterprise undertakings; a joint research policy by governments would
be difficult to apply here,

Probably the most gensible procedure would be a British initiative
for o meeting of the Ministers concerned from France, Britain, Italy and
Germany with the aim of harmonising the purposes of their naticnz=l projects
within the Furatom framework (the British concentrating on sodium reactors,
the Germans on steam, the French and Italians perhaps on a large testing
programme), What can be done at this stage may turn out to be limited, but
it should be tried,

(2) Industrial Structure: In nuclear power, once ngain,
there is a noed for a “European policy to rationanlise industrial structures.
There are already too many nuclear consortia in Britain duplicating each others!'
offorts, Vhat is needed is a gystematic poliey by European Governments, acting
jointly, tc build up a series of specialist industrial groups in Europe. The
key feature of sueh =2 policy would be the encouragement of speseialist manuface-
bure by sclective contracts:i~ one group to specialise on the manufacture of
sodium pumps (say) another on boiler tubes. Such 2 poliey would require a
large measure of co-ordination of buying policy by Buropean electric power
companies, '

(3) Enriched fuel: An obvious nrca for a common policy will be
the supply of partially cnriched fuel for power reactors in the !'70s and BOs,
Opportunitics have been nissed here, It would have becn logical to concentratc
production of such fuel in the British plant at Capenhurst, now being converted
te commercial use.,  But France is trying to develop its own enrichment plant,
and the opportunity for Britain to construct a plant for France, under liccnce,
was misscd some years ago. Nevertheless, during the !'80s European needs wiil
be soaring. It would be shecr common sense to focus demands on these two
plants so that they can become wholly competitive in seale with the thres giant

s o/imerican
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Imerican plants already in existence,

This will require, initially, a degree of protection against
American exports - perhaps by a tariff, Better still would be planned
expansion of the British and possibly French plants on the basis of assured
European orders. The best way of providing such a guarantec would be invest-
ment, by other Furopeans, in a ehunk of the Capcnhurst plant - and in Pierrelatte
if it is successful.

There is a difficulty hers, A full sharing of the knowhow from
Capenhurst means a sharing of the one remaining secret of the bomb., 1t could
break any non-proliferation treaty, At this stage it may be that British
knowhow could be shared with Franee., But non-proliferation could rule out
sharing with the rest of Burcpe. This is a matter for eareful study. The
Buratom organisation of course has an inspection system which might make this
problem casisr to resolve than appenrs at first sight.

In a sense this cenfirms the need to concentrate enrichment facil-
ities in France and Britain, and not build a plant in Germany. The present
West Gorman Government has no wish to ruin the chances for non-proliferation,
But the Germans might in fairness have to be compensated by the construction
in Germany of another major nuclear venture,

(4) Desalination could be another area in which a generous
British licensing policy, plus tactful diplomacy and salesmanship could lead
to the adoption of jointly constructed AGR reactors in the Meditcrranean area
with mutual bensfit, ’

In the field of applied nuclear tcechnology, in short, there is
much scope for a more effective pooling of rssources. But it will require a
strengthening of the Euratom institutions to provide more effective management,
the development of a joint procuremcnt policy and a common policy en industrial
structure, as well as a single minded British initiative to make Britain's
nuclear knowhow the foundation of a strong Buropean nuclear industry.

PURE SCIENCE

Aviation, space, computers and nuclear power are not the anly areas
in which Eurcpean countrics have co-operated and could do more in the future,
Indeed these industries are in a sense the "future industries" of the past., In
the first threc, at any rate, the United States is already far ahead. Joint
action in Europe may do no more than enable a viable industry to survive., And
there are still important areas which are best left to.the United States.

. What is needed is a joint policy decigned to promote new sciencoe and
technology, which can give Europe a future lead. It could start by the devel-
opment of & common Europsan policy for seisnce itself.

Already there is one Buropean scientific institution, where shecr
cost has dictated n supranationsl institution., CERN, the European Centre for
Nuclear Research, is a coupletely muitinational institution in Geneva which rums
a giant nuelear accelerator, initially the first of its kind in the world.  CERN,
one is told, hed been a sciesntifie success. The one doubt is whether iis
results have fed sufficiently into industry and universities.

48 the cost of seientific installations grows, there is a strong case
for "Europcanising™ other installaftions to share costs. Jodrell Bank, for
instanes, could sensibly be "Europeanised" within a Furopean space programme,

A new accclerator planned for Essex should go the same way. ‘

By making full use of Europc's resources of scientific brains means
far more than merely sharing individual projeets which cost a lot, It means

ves./appraising
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appraising systematically the overall balance of scientifie effort and chan-
nelling Government funds into centres of effort according to an everall pro-
gramme. Instead of duplicating efforts through each country secking to
build up one or more speeialised centres in every key field, "centres of
excellence” should be selected in different parts of Europe, backed by joint
funds, end opcned to scientists from other member countries,  Culham, and
the Oxford Department of Nuclear Physics are such potential centres, The
Pasteur Institute and Cambridge have a similar role in molecular biology.
Toulouse in Aerospace, Nancy in Metallurgy, ench have special qualities,
There is a strong case for both building up a network of "ecentres of excel-
lence" specialising in particular areas, and promoting special programmes of
interchange between, say, a group of three Furopean technical universities
each specielising in chemiecal engineering, From such arrangements at the
research and teaching level should flow interchanges of students and, later,
industrial integration,

The development of a European science poliey would have to be
guided, again, by institutions. 4 European Scientific &dvisory Council should
be set up, consisting of top scientists, to advise the Commission on the forme
ulation of a seience policy. It would be implemented in the main by Govern=
nents, whose university grants would be allocated within the common guidelines,
But a common fund might finasnce movement of students, teachers and researchers,
a8 well as special joint training schemes (as in computers), and there would be
joint financing of certain key scicnce projects,

Out of the common science policy would grow a number of development
programmes which could usefully be pushed forward jointly. They might cover:

Oceanography

Interurban transport

Mierominiaturisation in electronics

Some advanced aspects of chemieal engineering
Certain chemicals such as new polymers, and strong
fibre~reinforced solids.

Tools

The main tools of such joint programmes would be; Eurcpean
development contracts from a common fund. Joint programmes backed by
development contracts from a number of governments. These instruments could
also be used to promote consortia and joint industrial groupings.

CONCLUSION:

Institutions and Polieies

Analysis of different sectors of high technology has thrown up a
numbsr of esmmon conclusions. In aviation, computers, space and nuclear power,
there is 2 need for a strong central management authority to work out a
Buropean programme within broad guidelines laid down by Geovernments, A
similar authority is necded to develop joint programmes in new fields of
technology where co-operation has not yet begun, and to devé op and guide a
Buropean science poliey.

Such considerations have led to the proposal to set up a European
Seience and Technology Community. The diffieculty is that the existing Com~-
runities - ECSC, EURATOM and EEC - already fulfil vital functions in these
fields, The longterm aim ought probably to be to develop, within the frome-
work of an enlarged and strengthened Europeasn Community, formed from a merger
of EEC, EURATOM and ECSC, a Science and Technology Authority, headed by the
equivalent of a Buropsan Minister of Technology. Separate Management agenecies
would operate in each of the major sectors - Aerospace, Nuclenr Powsr, Eleet-
ronics, and other new technclogies, An expert Council of Science and Technology
Advisors would fermulate a Furopean Seience policy.

.-../15.



- 15 =

It is, however, vital to make a practical start now, and to
combine growing co-operation in technology with Britainls entry into the
Commmity. Certain practical steps can be taken immediately on a Govern~
ment to Government basis., Thus a vigorous effort can be made to bring the
Germans into the Anglo-Freneh project for the Variable Geometry aircraft,

Britain should also proposc o mecting of Technology Ministers,
perhaps in the framework of WEU (pending Britnin's entry) which might look at
specific high technology industries to draw up programmes, =and perhaps set up
a working party (on Spaak comnittee lines) to elaborate the machinery for further
joint action, once Britain is in, For the sake of spesd there would be good
sense in forming a restricted group of the Ministers from Britain, France and
Germany, to lay down useful guidelines for the Group as 2 whole,  After all,

o common programme on fast reactors, a deal on enriched nuclear fusl, and the
establishment of a viable Buropenn aireraft industry, depend, first of all, on-
these three countries.

A Policy Towards America

Inherent in any such programme is the development of a common
European pslicy on Science and Technology towards the United States, It
should have the following faatures:

(1) Ah eclement of diserimination in publie buying. Already,
of course, there is a strong protectionist streak in
nany national polleies.,  The British Govermment, for
instance, unofficially diseriminates in its buying policy
in favour of British computers; the British airlines are
frequently obliged by Government to buy British, instead
of American, at some extra cost, A common policy, to
foster the high technology industries in Furope, must mean
applying such policies jointly, This element of pro-
tection can be justified partly on long-run balance of
payments grounds, and more important, as protection for
"infant indugtriag,! The great advantages of organising
on & Zuropeon basis mean that the degree of protection
nceded will be ruch less than what is required to kecp a
national industry alive, The aim, in publiec buying, shouwld
be to erect a "shadow tariff" which could be gradually re-
duced s the new industries become viable, and American
protectionism is correspondingly reduced,

(ii) Bargaining to reduce Ameriesn protectionism in Public buying

The "Buy imerican" Act, together with a multitude of other
minor regulations, at Federal and State level, gives
Anerican industry powerful and sometimes exclusive pro-
tection against foreign competitors for public contracts.

In the broader field of tariffs, the creation of the

Common Markct with its common external tariff, has en-
couraged America fo bargain and led to the Kennedy round

of negotiations, In publie buying too, a common European
policy should lead to a vigorous bout of brrgaining in
which Americon protection is substantially reducsd,

(iii) A common policy towsards American investment in Burope
Sueh a policy should not be designed to shut out American
invesiment but to ensure the maximum degree of partnership
within American~owned firms, and an element of European
control, It should be designed to maximise the benefits
derived by Europe from Amerienn research and development,
and to promote a measure of specialisation, in certain
key arcas {like computcrs) between American and Buropean
firms, One o the central objectives of such a policy

oo./WOUJ.d be
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would be to encourage the development of "European holding companies®, for
Anerican firms, with several subsidiaries in Europs. Ford, General Motors
and Esso, to take the example of the three largest American firms in Europe,
often argue that "partnership" arrangements, providing for a loecal stake in
the ownership of U.S. subsidiaries, militate against the movement of resources
and the optimal division of labcour between different subsidiaries, But if
European subsidiaries were grouped in "European holding companies", the full
benefits of the division of labour could be harvested at least in Europe.

And if such U,S. companies, when they raised capital in the Buropean market,
were obliged to make issues in the form of shares in the European holding
company, a Europcan stake would be effectively ensured, The same objective
might be aehieved if there were a tax {say 15% or equivalent to the U.S.
interest equalisation tax) on issuss in Europe by parent U.S. companies but
not on issues by European subsidiaries or European holding companies.  There
might also be a requirement to appoint, say, at least two Europeans to such
Boards.

Other objectives of a Furopean policy towards American investment
could be achieved simply by harmonising national policies on investment in-
centives, on the liocensing of new investment, and en general planning. U.S.
firms in Eurcpe are usually very amenable to Buropean Government polieies.
But first there has to be a policy.

(iv) The trade-in and cxchange of knowledge

A Science and Technology Authority should also seek to improve the
terms on which Europe buys American knowhow and licences, If a European
authority develops a fund of knowledge in a particular field through its deve-
lopment contracts and contracts of association, it should be batter placed to
bargaln for information from American publie authorities, In the same way
large European companies, owning key patents, will be better placed in the
private bargaining for knowhow,

A European authority should also try to make optimum use of Europes!
resources of brains by concentrating research and development in areas where
America is not already far ahead: wurban transport, for instancs, rather than
moon probes, For many years to come, Hurope will probably have more fo leam
from America than it can give or sell. But first in pure scicnce, and then in
development, it must seek out new areas where a sustained effort can pioneer a
lead, A1l these polieies have short-term drawbzcks for the United States.

But in the long run the development of common European policies in
science and technology and tha cstablishment of a European futhority in these
fields should b in America's interest, for it should mcan a larger flow of
knowledge from Xurope to America and a stronger European partner, The United
States Government itself might well be more willing to share information with a
European Authority than with separate European Governments.
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A FOREIGN POLICY FO2 BUROFE

In 1913 the nations of ‘Testern Europe dominated
world politics., By 1945 cde Tocgueville's nrophecy had beon
fulfilled: ¥Western RBurope had bezn replaced by America and
Russia, which had become the only two great powers, DBritain
may have appeared at the time to be grouped with them, or at
least to be set aside from the other “est Turopean states, but
events have shown that appearance to be an illusion, This
historic reversal of roles follows from the logic of power:
America and Russia each has a population about four times
that of any West RZuropean state and each has vast natural
resources. The only way in which the peoples of Burupe could
match this power is by uniting their strength to follow a
common foreign and defence policy, This is why a European
political union must be established.

This paragrapl:, which might be a quotation from
any one of hundreds of books, articles and speeches about the
future of Zurope, seems to me to express an unassajlable
logic., Yet, apart from the great achievement of the Zuropean
Bconomic Community, which ensures that any action taken by the
Six in certain important aspects of external economic relations
will be taken in couwmon, we are as far as ever from achieving
such a political union, 'hy have so many speeches and writings
and so much logic had so little effect?

It is of course possible to blame both British and
French governments, which at various times since the war have
been in a position to take the initiztive in establishing an
effective political union and have either failed to do so or
have actually opposed the initiatives of others., Such
accusations are true. But they are not the whole truth,
Qur governments after all tend to reflect public opinion in
our countries. Can it be said that the public has been presented
with a ec¢lear idea as to the probable content of a common
Turopean foreign policy, the means by which it is to be brought
about, and the desirable ends that it could achieve? Even in
France, where the "European party" is so wmuch better established
than in Britain, I doubt whether it can.

This is unsatisfactory for two reasons., First, even
if the present British and French governments are unlikely to
take or to respond te any inltiative for establishing a political
union that would be at all effective, it is of the greatest
importance that Buropean opinion gathers strength rather than loses
it, because only in this way will either country eventuslly
become ready for Zuropean initiatives, Secondly, it is essential
that when tihie time comes for the construction of a political
union, furopeans siould be well prerared with a suitable
doctrine and plan of action, so as to winimise the possibility
of failure to carry it through.

This document therefore suggests the nossible bases
of a common ITuropean foreign policy. First it considers the
broad lines of a policy towards America, Russia and the third
worlid respectively, that would represent the common interest of
West European countries. Then it considers the problem of
establishing institutions to formulate and execute such a policy.



EURQPE ANND AMERYCA

The existing policies towards the United States of
France on the one hand and Britain and Germany on the other could
hardly be more diametrically opposed., The attitude of the French
government lies between aloofness and hostility; that of the
German and British between solidarity and servility. If these
attitudes reflected the real interests of the three countries,
they would be quite unable to subscribe to a common European
foreign policy. But examination of the various asuects of
relations between Europe and America shows that the differences
reflect not so much differing interests as divergent reactions
to a state of dependence which is itself a function of FEurope's
failure to unite.

Economic aspects -

The experience of the ‘eunedy round, which deals with
trade relations between ZEurope and Amexrica, illuminates this probler.,
The far-reaching Anerican offer to cut tariffs reciprocally by up
to fifty per cent was made only because the Six had, by
establisking the EZC, unified the tariff on trade amounting to
as vuch as one sixth of US exports., The difficulties of negotiating
on the basis of this offer have arisen because the ZZIC has, until
recently, not had a common policy relating to agricultural products
and hence been unable to negotiate about thewr; because the
decision-taking process of the EEC, although far advanced in
conparison with that of a mere inter-governmental organisation,
is still cumbersome and indecisive in comparison with that of a
nation-state; because the ¥French government has a different
attitude towards relations with America from those of its partners,
largely owing to factors in tiie domain of defence policy, which
is not vet unified; and because the American government,
unaccustomed to cdealing with a united BEurope which is economically
almost its own size, has resented the need to show flexibility
in negotiation., Thus the posgsibility of better trade relations
has arisen because the S5ix have united in a customs unionj and the
difficulties have arisen largely because they have not united more
decisively and more extensively,

None of these difficulties stems from a real
difference of interest relating to trade policy for industrial
products, Iost “est Buropean countries, including the Six and
Britain, stand in a similar industrial relaticnship to America.
American industry is weaker in the "old" industries (textiles,
chinaware etc.) because of its high wages; it is rmuch more powerful
in the "new"industries (electronics, aerospace etc.) because of
its big, homogeneous market, its federal government's huge expenditure
on research and development and on defence nroduction, apd its -
happier experience in the world wars. It is therefore in Zurope's
interest to protect and subsidise its newer, capital-intensive
or R and D-intensive industries, and to reduce American protection
of the more labour-intensive industries, It is no coincidence
that American policy, as represented by the Trade Expansion Act,
has been the oppoosite of this: products in which the US and the
EEC accounted for 80 per cent or more of {ree-world trade - which,
if Britain had become a member of the EXC, would have included
the more technoclogically advanced product groups - were to have
gqaalified for the complete removal of tariffs; other products
for reduction by up to 50 per cent. This reflects the strength
of the American new industries and the weakness of their old ones
‘= the precise opjosite of the case in Zurope. Differences such as
this are the stuff of which tariff megotiations are made. The
essential point is that the interests of the main Yest European
countries, while not identical, are tendingz to converze and are
already sufficiently siwmilar to provide the basis for a common
Buropean trade policy,



¥ - 3 .

Their interests in relation to trade in agricultural products
are more divergent., Germany, a big importer and a high-cost
producer, wants high prices and high protection; 3Britain, a big
importer and a lower-cost producer, waunts low prices and low
protection; France, a big exporter and a lover-cost producer,
holds a middle position., If Britain succeeds in joining the
Commuanity, the fiscal arrangements for agriculture are such as to
present her with an acute nroblem for the balance of payments.

But this would concern Zurope's internal organisation, 1In relation
to America, it must be admitted that the agricultural interests of
Euvropean countries diverge, although this problem is likely

to diminish as Britain, under pressure Trom her balance of payments,
increases domestic agricultural production and reduces imports;

as German agriculture becomes more eff{icient; and as dwindling
American grain surpluses and growing shortages render the US
government less inclined to wmake an issue of agricultural trade.

A further matter on which British and French policies at
present diverge is monetary policy, and in this case the Trench line
is supported by most of the other continental countries.

Monetary policy has become 2 major issue of foreign policy because
it is held on tihe continent that the key-currency system has

enabled the Americans to receive each year one or two thousand
million dollars of short«term credit from the rest of the world,
which they have used largely for long-term investment in Western
Zuropne, thus one-sidedly dincreasing their economic power in

relation to that of the Buropeans. This diagnosis is undoubtedly
correct. BHBut the Trench government's ra2medy, thiat there should be

no new c¢redit to finance expanding worid trade excepnt
so Tar as the owners oi gcld wines decide to produne it, 1s roh only
negative; it is actually contrery to Buranenn fnvsreziz, which are
that the legitimate credit reqguirements of an expanding
international ecoromy shouid be wmet, but ithat Zurope, as much as
America, should share in the controel of its issuance and in the
profit or economic power derived therefrom,.

4 e b

To the British, on the other hand, uonetary policy has
present=d a dilemma: sterling as a ey currency hkas in the past
been a source of influence and of profit; yet in order to weintain
the position of sterling successive British governments have
deflated the economy, at intervals of about every two years, in
such a way as to inhibit the achievement of a satisfactory rate
of growth., There is no doubt that the Briiish are now ready to
share the beneiits that arise feom m2pnaging the sterling balances
with cther countries that are willing to share the responsibilities,

There are three ways in which this could be done. One
is by a permanent link with the anjlar. Dut +hia mathad dimnlies
the attachment of the British economy to the American and, because
of the discrepancy of size, a permanent subordination of British
to American policy, which is in the interests of neither Britain nor
other European countries,

Secondly, a new reserve unit could be created by the
International lionetary Fund which these holding sterling balances
could buy with their sterling, thereby placing Britain in “ebt to
the IMF. This could be in European interests if the INF quotas and
hence the voting rights of the Zuropean Community were increased
so that it would Lave as much power as the United States over
decisions about the new reserve unit, For this purpose the
Community would have to arrive at a common monetary policy, by
means of the Community method, including the majority vote.

Thirdly, sterling could become a Turopean reserve unit,
if the sterling balances were to be permanently underrinned by
the Turopean central banks and the responsibility for managing
this source of international credit, toget:er with any profit deriving
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therefrom, could be shared by the Zuropean countries. There would then
be a European key currency (for which a new name might be faund)

as well as an American one. This would have the advantage that those
who now hold sterling balances would be inclined to use the new

unit, for reasons similar to those that have induced them to use sterling
hitherto, whereas if they were offered an IMF unit, presumably
bearing a low rate of interest, they might switch into dollars
thereby reinforcing American financial predowminance. Zurope

as the owner of a key currency would, in fact, be in a strong
position to negotiate with America about the establishment of 2an
international reserve unit to be managed by the INF, which is,

as Frofessor Triffin convincingly argues, the logical solution

to the problem of international monetary management.

Thus the effect of unifying 3ZIuropean wonetary policies
would be analogous to that of the unification of the EEC tariff,
which was followed by negotiations on an equal footing between
Europe and America, The difference is that, since sterling is
at present the second key currency, Britain would have to
participate on the Zuropean side, and it is hard to envisage this
unless Britain becomes a member of the Community,

It has already been noted that the international monetary
guestion is closely related to the problem of American
investment, and it is relevant at this point to consider this
investment as a major issue in the relations between Europe and
America, which has considerable implications for the future
structure of power. The high level of American technology and
the vast size and financial power of American firms make US
investwuent in Iurope a natural product of normal business motives.
Yet if Anierican firms dominate large sectors of Turopean indusiry,
particularly the '"high techroleogy! industiies, thiis cannot but
place Europe in a posture of political dependence -~ one with which
the less~developed countries are only too familiar in their relations
with Burope as well as America,

It is not in the interest of Efuropean countries to deny
themselves the benefits of American technology and management.
This would be to let narrow, self-defeating nationalism stand
in the way of progress, Sofe controls over US dinvestment in key
sectors may cevrtainly be necessary, and should be applied on a
European basis in order to prevent the Zuropean governments from
undermining each other's policies; but the weizht of European
policy should be directed towards the development of European
firms of similar stature which will invest as much in America as
the American firms do here, This reguires a harmonisation of
European policies in company law and taxation, and perhiaps also the
creation of a climate of opinion among industrial leaders favourable
to the establishment of wulti-national ZTuropean firms, Just as
an enthusiasm for intra-REuropean trade was generated by the
establishment of the EXC, This is not an area of poliey in which
foreign offices are accustomed to take interest, but corporations
operating abroad have played a momentous role in the development
of Zuropean influence threoughout the world, and the relative
size of Furopean and American corporations will undoubtedly be a
ma jor determinant of the relative power of Turope and America in
the future,

Closely related to the problem of large corporations is that
of research and development in the kigh-technology industries. These
industries (particularly aero-space, electronics and nuclear power)
depend largely on government finance for their I and D, whether by
direct subsidy or by state purchases of their products on a large
scale, which allows the very high cost of R and D to be absorbed
in the selling price. The US govermient, with its vast resources,
spends about four times as much on R and D as all the Zuropean
governments together, or 2-3 tines as much ifa "research rate of
exchange" is used instead of the normal rate of exchange. The
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discrepancy in the cost-effectiveness of the American expenditure
is wmuch greater, because it is controlled by one government
instead of by half & dozen governments whose small programmes tend
to duplicate each other. A similar discrepancy would be found

in the relative size of purchases of high-technology products by
state agencies in Burope and America.

It is no exaggeration to say that a solution for this
problem may be even more important for the future of the European
econory than was the establishment of the EEC. TFor these
industries contain tne seeds of future development in the
continuing industrial revolution, The TFuropean governments
separately lack the resources to develop such industries and
therefore share an interest in common action, as the only alternative
to dependence on America, In order to be effective, this action
has to be based on a joint budget and a supranational institution
to form and execute policy. The pattern isg, in fact, that of
Furatom, except that Euratom has a crucial weakness in its lack of
povers to coordinate the purchasing policies of the energy-
producing agencies of the member countries, "hat is required is,
clearly, a community institution wit: a budget measured in thousands
of millions of dollars rather than hundreds of millions, and with
enough power to ensure cowmon policies for coordinating public
sector purchases of high-technology products as well as for financing
R and D directly., Such an institution, in which Britain as a
member could make a valuable contribution, should become strong
enough to emulate the United States in producing the weans of
transport and communications and the sources of atomic power
that wiil be regquired by the world in the coming century; and
where international control of such key international utilities
is necessary, Europe will be in a position to share this with
America and with other regions of the world.

The high-technology industries produce some important
goods for civilian consumption, but they are «f course also the
vital source of modern weapons systems. ZRurope's weakness in these
industries is at the root of her dependence on Awrerica for defence,
Or, to put it the other way round, a genuinely collective defence
system for Zurope, with a joint budget and purchasing authority
for armaments, would enable Buropean countries to develop those
industries that are the basis of modern defence and that are inciden-
tally also likely to be sewinal in the evolution of tite economy of
the future. The Jjoint organisation of arms production would, then,
be in many ways similar to that of the production of high-technology
industries for civilian uses, except that the coordination of
purchasin: by state transport, cowmunications and energy agencies
would be replaced by that of purchasing by the armed forces, which
implies the integration of defence philosophies.,

Defence aspects

This leads us into the question of the relations between
Burope and America in the field of defence. Europe is at present
dependent on America for its defence because no Yuropean country
can provide a nuclear weapons system that would be a serious strategic
deterrent to tlie Russians and because the existing Xuropean
conventional forces in Germany are not enough to give the Germans
a reasonable assurance that they are secure against Russian military
pressure.

furope as now organised, therefore, depends on tle presence
of American conventional forces, at least in Germany. This
dependence (though not the presence of the American forces) is
against the interests of Jluropean countries for two reasons, First,
it is not at present possible to negotiate any settlement in
central Furope without American conseut and, although ALmerican policy
towards Russia has been very reasonable in recent years and American
agreement to a settle ent is in any case desirable, it is not



inevitable that American policy will help towards a solution

(the effect of escalation in 7ietnam on US relations with Russia
is suggestive) and it is therefore in the interest of European
countries to be able to negotiate separately from america if this
should prove necessary,

Secondly, it is always possible that the US government
will eventually pull its troops out of Germany, or at least reduce
them to small numbers. This would have two conseguences:
Germany would lack the security it requires; and the national army of
this insecure Gerwany would have to tackle, largely or entirely on
its own, the tasks of counterbalancing Russian counventional power
and of preventing incidents on one of the most inflammatory borders
in the world from igniting a general explosion,

For a number of most cogent reasons, therefore, it is in
the interest of the Furopean countries to provide a conventional
defence force that would offer some counterwieght to Iussia should
American troops in Europe be sbarply reduced, and that would provide
a firuly integrated framework for the German contribution to
ZTurope's defence. The only form of organisation that could fulfil
these requirements would be a Furopean Defence Community; and it
would, with Britain as a mewber, be considerably more effective in
both respects than if confined to the present mewmbers of the EEC,

How such a Community could provide a basis for a settlement
of the German problem is considered in the section on Zurope and
Russia, below. It would at the same time do much to make the
relationship between Furope and America a more ecual one. But
America's nuclear prevnonderance, so long as it lasts, sets limits
to the degree to which we can approach equality.

The tactical nuclear weapons may be considered first.
It is not possible to ask our armies to confront Russian armies
possessing nuclear weapons unless our own soldiers are similarly
armed. The main difference between tactical and strategic nuclear
weapons lies in the means of delivery, which are wmuch easier to
manufacture in the case of tacticals. Zurope already has the means
to do this, and it is natural that they should be produced for the
conventional foreces of a European Jefence Community.

The case of strategic nuclear weapons is different. To
manufacture a weapons system that is fairly certain to be a credible
strategic deterrent in the nineteen seventies and eighties would be
enormously expensive., It is not within the means of any one Zuropean
country; nor would a weapons system that was technically effective
in fact be credible unless it was at the disposal of a decisive
political authority. This weans, in effect, that Europe cannot have
a credible strategic deterrent until there is a European federation,
sclidly constructed, with a federal government able to take
immediate decisions on which may depend the lives of millions.and
perhaps hundreds of millions of people,

It is not now possible to say that a European federation
when it has been established should dispose of its own strategic
nuclear deterrent; it wuay be, for example, that a satisfactory
system of arwms control or even disarmament will have been develoned
by that time, or that a consultative arrangement such as is proposed
by Ir., kcllamara will have proved satisfactory to Auropeans.

Nor, on the other hand, is it possible to say categorically that
such a federation should not possess a strategic deterrent; thus
America might, in one or two decades, withdraw the nuclear umbrella
and furope on its own might have to face one or more hostile

nuclear powers, It is, therefore, not sensible to try to cecide now
what a Duropean federation should do some time in the future. The
wise course 1is, first, to recognise that, in entering a European
Defence Community, one may at a later date have to decide about the
development of a strategic deterrent, and that one cannot rule out
in advance either a positive or a negative decision; secondly, to
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develop the institutions of the EDC until they are strong enough to
serve all reasonable purposes, including the possibility of controlling
a strategic deterrent; aund thirdly to develop Turope's high-tecLuology
industries to the point where the production of a credible strategic
deterrent would be possible, should it prove necessary.

Thus it is clear that there are many similarities in the
relationships of the West European countries with America., They
are industrial and financial powers of the second rank having close
economic links with a great economic power that is technologically
much more advanced than they are. They are military powers of the
second rank which, without American sudport, are unable, as a group of
separate nation-states, to counter-balance Russia. Since these are
the dowinant facts in their relations with America and, indeed,
in their situation in the world as a whole, they have a common interest
in the integration of both their economies and their defence. Only
in this way can they make progress towards equality with America.

The uses of equality

The Zuropean countries also share a common interest in the
use they should make of their better power relationship as they
achieve it. The United States has, like most of the countries of
Hestern Zurope, a market economy, dewmocratic political institutions
and the European cultural heritage., The economic and political
forces that have led countries in Western Rurope that share these
characteristics to become more closely united stould therefore lead
to closer relations between Zurcope and America, as the inequality
which at present stands in the way of this is progressively
reduced., Europe will be able to reduce the protection of its new
industries as they become stronger; to invest in America as much as
American firms invest here; to share egually with America in the
construction and management of new projects in transport and
compmunications. A Zuropean Defence Community could likewise
accomplish whatever measure of integration with the American forces
might in the future seem desirable, without fear of perpetuating a
form of dependence,

This kind of relationship is, of course, what has been
called interdependence or partnership. It is not the same thing
as an "Atlantic community" because, even when the power of the
European Cowmmunity has become nearly enough eqgual to that of America
to make such a close relationship possible, it is hard to see how
institutions of the community tyce could work if the members consisted of
two huge uaits and a few very small ones. Thee would be too much
danger of either domination by one of the two big units or deadlock
between them. 1t seems that, in a coimunity system, three, four or
five mewmbers of the largest size are good company but two are not.
It is therefore necessary that the extension of the community
method to the inter-regional plane, including the Ruropean Community
and the United States as members, should wait until one or more other
great regional units have progressed economically and politically
to the point where they are sufficiently compatible with ‘festern
Burope and America to unite so closely with them., This could not be
expected to hapren for wany vears ahead but it is, in the long run,
a feasible and legitimate aiw, indeed the only aim that appears to
offer the hope of a genuinely stable world order in the atomic age.

It is, then, to Western EZurope's relations with other regions
of the world that we now turn. Before cdoing so, however, this
section may be concluded by adding that, just as Zuropean unity is a
necessary basis for satisfactory bilateral relations with America, so
unity is essential if the countries of “estern Europe are to be able
to play their part in developing a constructive and effective policy
towards the other main regions of the world, which only the United
States at present has the ability to do,



EUROPE AND RU3SIA

The common interests of Yest Furopean countries

Because of its »roximity and its power, Russia is
second only to swerica as a factor in the construction of a
foreign policy for Iurope. The countries of “estern Zurone share
certain essential interests in their relations with “ussia and
other Zast Zuropean countries.

The security piroblem has become less urgently acute
since tine death of 5talin, 3But, even if .lussia is now more pacific,
the logic of power remains: 2ussia's conventional Yorces reflect
the fact that it has four times the population of any “7est Huropean
state; and the Russians disrzose of a strategzic nuclear armoury
such as no single Yest Zuropean country will ever have. The
peoples of Yestern Europe need security against the possible
consequences of this diseguilibrium, and it hias been argued in
the previous section that this necessitates the presence of
American troops until “Jestern Zurope nas, by uniting its forces
in a European Defence Community, developed a power in terumus of
conventional and tactical nuclear arms equivalent to that of
Russia; and that the American strategic ruclear umbrella is
likewise needed until either nuclear weapons cease to be relevant
in relations with Jussia or else the EDC has accuired a
sufficiently advanced strategic nuclear weapons system of its
own,

For reasons of geography and the complementary nature
of their economies, there is much scope for mutually
beneficial trade between Western and Fastern Jurope, and it is,
for normal economic¢ reasons, in the interest of “est Iuropean
countries to expand this trade ta its opntimum level, Stalinist
autaychy cut it to small proportions, and since 3talin the
problewns of trade between state-trading and wmarket economies
have restricted it to a level that is almost certainly far
below the optimum.

The improvement in the political climate and certain
nieasures of economic decentralisation in the Zast Zuropean countries
have, however, reduced the wvroblemns of trade expansion and it has,
indeed, become possible to talk seriously about thre adherence
of certain Zast lurcpean states to the Gatt. 4Ls far as trzde
with “festern Jurcpe goes, such membership would be wainly
symbolic, as escape clauses would allow the retention of existing
Yest Ruropean import cuotas that serve as a protection against
possible econcwmic disruption, while on the Zfastern side the
prevalence of state trading malles it very hard to guard agszdinst
discriwinatory or monouzclistic practices, But mewmbership would
none the less be a useful syi'hol of ZFastern desire to coume to
terms with the world trading systen and of “estern desire to
increase the level of trade,

ore radical institutionzsl measures such as
association with, or even memberslhip of, the EEC or Zfta are out
of the cuestion until the Tastern countries have evclved what are
in effect decentraliced market econowmzies. If Yugoslavia
consolidates its recent econowmic reforms, it could cualify for
very serious consideration as an associate (the Yugoslavs have
already established a stron: case for being accepted as a warket
econonry in the Gatt), and this encourages the belief that the
economic systems of Zastern and Yestern Jurope could reach a
fairly high degree of comizativility by wmeans of evolutionary
changes thiat de not, for examn;le, recuire an abaudonment by the
East of the princitle of public owrership of industrial concerns,
This situation is, apart perhaps from the case of Yugoslavia, still
far in the future, But a continuing evolution by Eastern countries
towards decentralised mar¥tet economies will do much to wmake possible
norital trade relations and 2 higher level of trade.
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A convergence of economic and also, if Yugoslavia may
be taken as a precedent, of political systems would do much to
ameliorate the security problem as well, There has lung coxisted
a rather ill-defined feeling that relations between states witn
similar economic and political systeis are in general likely to be
better than those betwzen states with sharply divergent systems,
The establishment of the Jfuropean Community has shown that, once the
systems converge, their better mutual relations can be
institutionalised in such a way as to render the use of force
almost out of the guestion as a solution to any of their
problems. Without pressing the analogy too far, it may be
supposed that the benefits of convergence can be made more
effective and permanent by the establishment of suitable
institutions in comuon, so that convergence has a vital political
importance for the long term in addition to the economic advantages.

The other major interest that the "“est Europeans share
in their relations with Zastern Zurcope is in a solution of the
German problem. That this is in the interests of the Germans goes
without saying. It is also in the interest of the other countries
in the YWest, not only because Zastern Germany suffers under one
of the most repressive regimes in the Zast while its social
and industrial structure is one of the best suited to the
adoption of a liberal system, but also because the existence of
an unsettled frontier and of a powerful people smarting under a
Justified feeling of beling wronged represents a serious danger to
security. This is perhans even more important in an indirect
than in the direct sense, because ti.e Germans are not likely to
accept the idea of a political community or to treat the
FZconomic Cowmunity as much wmore than a customs union unless this
appears lisely to contribute to a solution of the Gerwan problem
rather than to work against it; and for many reasons, a nuwmber
cf which are explained in this document, the full development of a
political comuunity is the most effective safeguard of peace and
security in ZBurope.

It is, then, just that thie people of Zast Germany
should enjoy the right to deteruiine their own political future,
within a context that wakes due allowance for the rights of
other IZuropean peoples. It is also necessary that this should be
one of the foremost objectives of a common Turopean foreign policy;
and it is desirable to be clear what this implies before a political
community is established, so as to minimise the possibility of
serious misunderstandings that might place too grest a strain upon
its unity.
Gradual evolution or one big deal

it must be recognised that the people of Eastern
Germany can determine their own future only if the Wussians, whose
powerful ariy occupies the territory, agree to this; and they
will nect do so if the consequence is likely to be a substantial
shift of power frowm X¥ast to Tlest as a whole, or from Russia to
Germany in particular, in either strategic or economic terws,
This means that either relative power uwust play a much smaller part
in East-‘fest relations than it does today, or the problem must
be solved gradually, stern by step, so that only a small shift of
power is at risk at each step. The concept of a solution
through one big deal, which has been the basis of ruch policy-making
hitherto, is therefore unrealistic, unless it is seen as the
culmination of a long process of gradual change.

Secondly, it is unli%kely that the Russians will agree
to a solution that is strongly opposed by the other JZast
Europeans, in particular the >o0oles or Czechs, as this would be
liable to incduce thie latter to turn elsewhere for their protection
and thus to expose Russia strategically as well as wealiening its
position as a leader of the international commnunist movement and
of the FTastern bloc.
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Thirdly, what may be called the "pressure cooker"
method of solving the German problem is self-defeating, This is
the doctrine that Zastern Germany should remain isolated as far
as possible and, if the consecuence is a repressive regime and a
low standard of living, so umuch the better, because it will be a
liability to the Russians who will therefore be the readier to reolin-
guish it, But if th. Russians will not reiinguish Eastern Germany
suddenly for fear of &« shift in the balance of power, this
doctrine is a barrier across the other road towards a solution, for
which a gradual improvement in Zast-‘est relations is an
essential condition., The existence of an explosive factor in
the centre of Zurope breeds teusion and thus impedes progress
towards a situation in whichi the German problem could be
satisfactorily solved,

Moreover, although it is conceivable that the FRussians
would sell the East Gerrian communist party and leadership down
the river, they are much more lizely to agree to a solution if
they can persuade at least a substantial majority of the JLast
German party to accuiesce in it as well, The wholesale betrayal
of a communist party seems less liiely in the future than it was
in the days of 5talin, For this reason too, a steady improvement
in the prosperity of the Zast Germans and in the character of
the regime would lelp, not hinder, a solution because the party
and adwinistrative officials would have less fear of the
conseguences,

Finally, a policy which encourages low living standards
and a repressive regime in any country is abhorrent unless it
can be clearly shown that it will bring proportionately
good results in the reasonably near future, It is clear, for
the reasons already given, that the isolation of Eastern Germany
can:ot be clearly shown to brin- such results, and will indeed
work in the oprosite direction.

A realistic policy for solving the German jroblem should,
therefore, be formed against a background of improverient both in
relations between Last and ‘est and in economic and political conditions
in Eastern Germany. Indeed, this process of improvement is itself
a large part of the policy; the paragraphs that follow therefore
deal with the more general problems raised by ¥festern Eurcpe's
other main interests, relating to trade and security, as well as
withh the Gerwan problem in particular,

Security: Eastern interests and Western policy

The interests of Zast Zuropeans in their relations with
the Yest are, not surprisingly, somewhat symmetrical with those of
Test uropeans in their relations with the East. They relate
mainly to security and trade; and these Eastern interests must,
of course, be satisfied at the same time as Testern interests, if
any solid progress in Last-Test relations is to be made, and if
this is to lead to a satisfactory solution of the German problem.

kegarding the security of IZastern Europe, the point usual-
1y emphasised the most is recognition of the Oder-Neisse as a
definitive frontier., There is certainly no possibility that land
to the east of thig line will be returned to Gerwany and it is con-
sequently a useless bargzining counter in any future negotiation,
Recognition would therefore do no harw to German interests and it
would have some effect in allaying any fears that the oles and
other Fast Furopeans may have. DBut wvhile recognition is thus
in the general interest and should be undertaken as soon as
possible, it does not an»nroach tie heart of the problewm of security.
Formal statements about frontiers are, indeed, the stuff of
traditional diploizacy, to which the revolutiomaries of Eastern
Turope are so wedded. But it is to be expected that they would in
fact raise new problems and difficulties as soon as recognition
had taken place; and this is not surprising, since statements about
frontiers may have a temporary effect, but provide no permanent
solutions.
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The sare may be said about security guarantees, According
to many proposals for establishing a systewm of security in central
Furope, some combination of European povers and the United States
will announce a "guarantee" of the German frontiers, and perhaps
of a liwitation of arms and fcrces in central Zurope, and the
FEuropeans will then live hap.:ily ever after, 3But how can such
uarantees" be written other ti:an in inverted commas, aftar what
we have seen happen to suchh assurances in our lifetime? Unless
such statements are backed by tihe resolute imposition of force in
perpetuo - in fact, by a genuine and perranent imperialism -
they are empty words. Is it credible that the United States will,
for several decades ahead, effectively and continually impose its
force on Germany? If any of the states of Western Europe had
the power to do it, is it to be believed that, despite financial
crises &nd the vagaries of foreign policy, they would permanently
have th. will?

The solutions of traditional foreign policy are, then,
of no lasting value., The establishment of a Zuropean Jefence
Community, on the other hand, whose mewbers irrevocably integrate
their armed forces, provides a real and effective guarantee
against unilateral action by any one of its members. If Britain
as well as the Six was a member, there would be no question that
any one meimber could impose its policies on the others. Since
Germany is the country with the unsolved frontier problem it is
out of the Gerwman problem that this arguwent for the establishment
of an EDC stems, But this is in fact but one example of a
universal principle., The system of separate national armed
forces is dangerous in the atomic zge, and the integration of
these forces is a more realistic method of preventing international
conflict than is general disarmament without the creation of an
integrated international force. Integration at the level of a
Furonean Defence Community would be an impressive »ractical
example of the feasibility of this approach, in addition to redressing
the imbalance of power between Zussia and Yestern Zurope and
providing a genuine guarantee of security in central BFurope,

It is not li%ely that the Russians will be persuaded
by the force of argument that these propositions are true, The
short-~term advantages for 2ussia of a divided Western Zurope
must be only too clear to Russian policy-makers; and if the
traditional principles of foreign policy are not emough to close
their minds to the advantages of the new covmunity method, ideological
preconceptions against the union of capitalist nations will help to
do so. But Russian permission for the establishment of an
E)C is not required; and, .just as the 2ussians are coming to accept
the EEC, so they would be likely to accepnt the ENC, which would
provide a real, as ogposed to & paper, guarantee against the
unilateral exercise of power by any member country.

It is not to be expected that an EDC will be established
in the near future or that, once established, the Russians will
quickly realise that it offers the best guarantee of their security.
There will, therefore, be a long period during which this and the
other necessary conditions for a satisfactory solution of the
Geriran problem evolve, Ieanwhile it wust be recognised that Russian
troops are likely to remain in Tastern Geruany, Jjust as they
remained in the eastern part of Austria until a satisfactory settlement
of the Austrien »roblem was agreed,

This Russian presence in Zfastern Gerwany, which is so
unsatisfactory to the "Jest, and to the Gerwmans in particular,
represents for the other East Zuropean countries, and Poland in
particular, a guarantee that the status quo will be maintained.

They appreciate that this status ¢uoe is potentially explosive but,
because tihiey do not understand tlhie community method, they do not
realise that the status cuo can be replaced by a much better guarantee
of their security: better because an EDC is a fair system that gives



the Germans complete equality with their neighbours, and thus
‘removes a major source of resentment ancd instability.

It is therefore very important to impress upon the
other Test Zuropeans as well as the Q[ussians the reessons why the
consolidation of the European Community and its extension into the
fields of foreign policy and defence satisfies their vital long-term
interests, so that they will not only forego any opposition to
Russian moves towards a solution of the Gerwan problem, but will
actually encourage Russian policy to develop in the direction
recuired.

There is one other aim that “festern policy could pursue,
that would be good in itself and would at the same time increase the
East Zurcpeans' sense of security and hence their readiness to
accept sclf-determination for the people of ZTastern Germany. This
is the greater cohesion of the countries of Fastern ZSurope other
than Russia, If these countries were able to form a grouping that
could act in comwon, as the countries of the EEC can &t together
in the economic¢ sphere and will, it is to be hoped, eventually
be able to do with respect also to foreign policy and defence, the
East Buropeans would be less dependent on EKussia for their defence
(just as the West Europeans would, by uniting effectively, become
less dependent on America). This would be an additional factor
that would encourage the Poles and their n2ighbours to accept a
Russian departure from Zastern Germany, and hence a certain lowering
of the Russian protective shield.

It may be objected tiat the Esst Zuropeans, with their
tradition of mutual enmity, are unlikely to unite; that even if
they work i“ore closely together it will be in the field of economics
rather than defence; and that it is anyway in the Zuropean
Community's interest to try to attract the RTast European countries
separately into its orbit, rather than to have to deal with a
group that could negotiate on more egual terms.

It is certainly true that unity of the smaller countries
of fastern Zurope would ko difficult to achieve, especially while
the heavy hand of Russia is still on them. The Russians are not
likely, to say the least, to give tke sort of suscport the americans
have given during the past two decades for the union of Western
Zurope. But even a modest tendency towards closer cooperation
on the economic side would Irelp to zive these countries a greater
degree of self-confidence, besides being of economic benefit in
itself; and this might well lead towards a cumulative process where
cooperation in defence follows cooperation in economics.

If it is believed that the Zast Zurcopean countries should
eventually become individual memb2rs of the Buropean Community
(apart of course from Russia whos: size and power would unbalance
the structure}, then the right policy is to work towards individual
association, on the Greek or Turkish pattern, whenever the evolution
of a market economy in a given Ezst Zuropean country (e.g.Yugoalavia)
renders this feasible. But it scems unlikely that the economic
systems in Fastern Europe, quite apart 7rom the economic levels,
will be sufficiently compatible with those of festern Zurope to make
possible suchfar-reaching measures for a very long time. If this is
so, greater weight should be attached to the arguments, in an age
when tbe striving for equality is a determining political force,
for abandoning a policy of divide and rule and replacing it by a
policy of encouraging the formation of rezional zroups wherever the
conditions seem ripe for their emersgence., In the case of ITastern
Zurope, there is less likely to be a stronz Ru-~sian recction against
this rorsd of escape from .luzsian hegeiony than there is against
a policy that looks towards the absorption of individual East
Buropean countries in the Yestern system. Thus there is much to be said
for the encouragement of solidarity among the countries that lie
between Russia and Vestern Kurope, because, apart from the economic
advantages, it is the most feasible way of enabling them to become less
dependent on Russia while at the same time increasing their sense of
security and thus their readiness to agree to a settlement in central

Europe.
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Tconomics: Zastern interests and Yestern policy

The East Zuropeans weke no secret of their desire for
more trade and more credits from the West., It is clearly in their
interest to enrich and strengthen their economies by drawing
in this way upon Western technological resources. Ye have already
noted that such exchanges are of benefit to *estern Jurore, not only
for the economic advantages that are normally associated with
trade and with the lending of short~term or wedium-term funds, but
also because a steady and growing flow of transactions which are
in the interest of both sides contributes to the developuent of
better political relations. Trade and the flow of short-term and
medium-term capital way, in fact, be regarded as a valuabie investwent,
as well as a source of present profit, because of the prospects bothfor
the expansion of these profitable relationships in the future and
also for a solution to Zurone's security probliem.

Because of these long-run economic and political benefits,
it is justifiable not only to allow the normal economic forces that
motivate trade or lending to take their course, but alsoc to
stimulate these forces and guide their direction in accordance with
official policy. Thus commercial policy can be adapted so as to
provide additional encouragement to trade, when the trends in
Bastern Europe appear favourable to the evolution that is outlined
in this paper; and there have been proposals for a "Marshall Flan
for Bastern Burope™, whereby Western governmentswould provide large
funds to speed the economic development of Rastern XZurope.
Technical cooperation is another means of strengthiening economic
relations, that has been promoted notably by the French government.
This refers not only té cooperation which is a forwm of technical
assistance from the strong to the weak, but also to the possibility
of collaboration between equals, if the Zuropean Community develops
a united action in fields, such as space, where the Russians have
a great deal to contribute. Relations of this sort with Russia,
as well as with America, might eventually make it easier to
envisage an effective arms control, for these industries are the root
of modern weapons systems, so that a habit of industrial and
scientific collaboration could have sirategic prolongations. The
European Community might be better able than the Americans to get
such collaboration started.

It is not to be recowrmended that economic advantages,
whether in trade, credits or technical assistance, should be
offered to this or that Zast Iuropean country just in response to
the attitudes it strikes in international affairs, but rather in
order to encourage the long-~term structural trends that can
fundamentally alter the relationship between Zastern and Western
Furope in the long run, Thus it is Yugoslavia, with its radical
measures of economic and political decentralisation and its efforts
to create a pluralist and free society, that should be encouraged, rather
than Rumania with its backward dictatorship and heightened
nationalism,

Against a policy of discriwmination in favour of the
decentralising countries is the advantage, already discussed, of .
encouraging solidarity among the smaller countries of Eastern Europe.
Onte measure that would contribute to such solidarity would be Western
aid in constructing projects that would knit together the economies
of these countries, and which might include a Danube valley scheme
and a transport network whose axis would be ilorth-South (although
it would be desirable to include some Zast-Vest transport facilities,
for example a motorway link between Moscow and the motorway
system of “estern Zurope, which would both fecilitate contacts and
trade between Zastern and Western Zurope and also help to obviate
any sussian objections to the proposition:.
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It is arguable, however, that talk of a full-scale
Marshall Flan for Xastern Zurope is premature, It is to be feared
that, under Russian pressure, the Zast Zuropeans would reject the
offer, and it would be a pity to prejudice later chances of success by an
initiative that was hasty and insufficieuntly prepared. From the
Testern point of view, there is wmuch to be said for a steady
expansion of credits (which could amount to the gradual and
undramatic introduction of a liarshall #lan), combined with some
specific projects such as those put forward in the previous paragravi,.
A drawmatic act, such as an offer of very large amounts of aid, would
hetter be kept in reserve for tihe tiue wher it will be unreservedly
welcomed and likely to be accompanied by major »rozress in the
political field.

In formulating and executing any such policies for trade
and credits in relation to ZTastern iZurope, the countries of “Testern
Burope will of course act much more effectively if they act
together within the Zurcpean Economic Community, and it is therefore
necessary that a cowmwmion policy, not only for trade but also for the
export of capital and of aid and technical assistance, should be
adopted as soon as possible.,

Eastern Germany

A policy to iuprove economic relations with Zastern
Burope as a whole and to create conditions that are a real guarantee
of security in central Zurope wculd, then, provide the baclkground
against which a policy in relation specifically to Tastern Germany
could be pursued with sowe hope of reaching a solution to the Geruan
problem. '

It has already been argued that it is not only intrinsically
desirable that life should be tolerable for the people of Eastern
Ger: any during what will be a long period of transition, but also that
more prosperity and freedom will make it easier, not harder, to reach
a satisfactory solution at the end of that period,

“Jestern countries can help to improve living standards in
Bastern Germany by means of trade and credits, as in the case of other
EBast Zuropean countries. This will have the added advantage that it
will remove the main reason for the tight restriction on the movement
of the people of Zastern Gerwany to “estern Geruany or other “estern
countries, which 1s in itself a great evil as well as contributing
to the maintenance of a repressive regime.

For sivilar reasons, all kinds of contacts between Zastern
Germany and Western countries should be nromoted. Suggestions that
other Testern countries should trade with EFastern Germnany only throu:sh
the wedium of West Germaen firws, for example, can only be regarded as
retrograde: liberalising trends will be encouraged by a wide range
of economic as well as social and cultural relations.

The policy of refusing diplomatic recognition to Eastern
Ger . any may also be regarded as heving failed. Its adoption was
rational when it was expected that a peace treaty would be signed as
a result of one big negotiation in tlxe not-too-distant future, Its
retention is unjustifiable whenr it has become clear, after the
experience of two decmdes, that any such wnegotiation could only follow
a further long period of evolution. In these circumstances the
policy of non-recognition is, indeed, counter-productive because it
reinforces the isclation on which a repressive system feeds, A
dictatorial regime wmay try to isolate itself; it cannot be in our
interests to help it to do so,

While the presence of "estern diplomats in FTastern Germany
would be a positive factor, however, it would certainly be sensible
to accord only a special, modified form of recognition, that would
expressly apply only to a pericd of transition until agreewment on a
peace treaty is reached.
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The Zuropean Cormunity would have the pouer to oifer very
substantial trade and help for thze East German economy; and when tle
Fast German economic and political system began to evolve towards the
point where Yugoslavia now stands, it would be possible to accord
Eastern Germany the de factoassociation with the TEC, This would be
technically very simple to arrange as far as imports from Eastern
Germany into the Coumunity are concerned: these now enter free of duty
into Western Germany but are prevented, by means of certificates of
origin, from passing duty-free into the other member states; to
provide freedom of access to the whole Community it would only be
necessary to drop the system of certificates of origin.

Close relations between Fastern Germany and the Coumunity,
amounting even to de facto association, might eovoke the fear in
Fastern Zurope that the trade of Russia and other East European countries
with Zastern Germany would decline. Since Zastern Germany is a
powerful element in the industrial progress of the Eastern bloc, this
fear would be understandable, It has been suggested that a long-term
trade agreement {for say 15 years) with Fastern Germany would
satisfy the Tast IBuropean countries, In so far as it is in Western
interests to satisfy them in order to achieve political progress, the
furopean Community as a whole would be in a position to offer still
more substantial guarantees and inducements, thus avoiding tih:e need
to burden the ITast German economy exclusively with this element of
rigidity in its trade and industrial structure over a fairly long
period.

It is hard to foresee precisely how the process of evolving
a solution to the German problem would end, It might, for example,
be that when East-“est relations have contirued to improve for =a
number of years, agreement could be reacired on a referendum, such as
was held in the Saar, when the people of Zastern Germany could choose
freely between reunification with Western Germany in a single German
state, membership of the ZEuropean Community but with a separate,
democratically elected government, or some kind of a Buropean statute.
It is possible to envisage that such & settlement would be accompanied
by a timetable Tfor the withdrawal of Russian troops from Ifastern
Germany, matched by American troop withdrawals, But it is not
necessary at present to speculate in detail on the ultimate dénouement,
It is, in the formation of a common European foreign policy, only
necessary to agree at the outset that self-deterwination for the
people of fastern Germany is a wajor aim; that the steps towards it
include the gradual evelution of better trade and political relations
with the Tast; and that the establishment of a European Defence
Community is a prerecuisite, and a comwon EEC policy for trade and aid
would make a powerful contribution to success,

.



EUROPE AND THE REZST OF THE WORLD

Awerica and Russia, as the world's two great powers, both
deeply involved in ihe affairs of Europe, are the major foci of a
common foreign policy for the West European countries. The other
regions of the world are, however, already of great economic
importance to Zurope and will become increasingly important, not
only to economic but also to defence policy.

The high-income countries

Australia, Canada and New Zealand are extensions of Europe
overseas. Their exports compete with the produce of Zuropean
farmers, and their trade relations with Britain therefore became a
ma jor bone of contention during the negotiations for British entry
into the EEC, The impression may thus have gained currency that
the interests of these three countries and of the Céntinent of
Europe are inimical to each other., This is, however, in the léng
run the opposite of the truth. Australia, Canada and New Zealand
need Europe's people and capital while Europe needs their space
and natural rescurces. This provides the basis for a close
relationship in the long termn.

Japan, with its swiftly growing economy, is increasingly
valuable as a trading partner and as an Asian
counterweight to China. It is politically wvital that Japan
should remain stable and friendly to the West, and economically
important that its market should be open to European exports
and investment. A united Europe could offer Japan powerful inducements
to maintain these policies.

The low-income countries

Growing prosperity in the low-income countries is in the
interest of Europe for three main reasons: it is the only basis for
their political stability in the long run and hence it minimises
the risk of warj; it leads to a growth of trade with markets which
are, in total, already very important to Zurope; and it is necessary
on social and moral grounds.

The aid accorded by Britain and the EEC to low-income countries
and the preferential trade advantages go, for historical reasons,
largely to the smaller among these countries and to the African
ones in particular. This bias is the reverse of what tihie situation
reauires: the advantages should go to the larger countries or to
regional common markets, where there is a better prospect of
successful industrialisation and where political stability is much
more important; and these countries are mostly in Asia and Latin
America, where the people tend in any case to be better educated
and more skilful, and thus more apt to achkieve rapid economic
prozress.

Part of the reason why Eurowean countries do not do more to
promote the economic development of large countries such as India,
Pakistan, Indonesia, Tigeria, Brazil, or of regional groups such as
the Latin American Free Trade Area, is that the national resources
of individual Buropean countries seem too small when compared with
what is reguired in order to achieve substantisl results. The
responsibility for helping these countries and areas has therefore
been left largely to the Americans. But this is unsatisfactory
because on the one hand the Americans will be found to have
established a strong position in some of the most important markets of
the future, and on the other hand they may for one reason or ancther
fail to fulfil their responsibility and it is desirable that the
major low-income countries should not he largely dependent on a single
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source of support. The wvalidity of the latter point is illustrated
by the fact that American aid, on which the major low~income countries
depend, has declined, as a proportion of Awerican GNP, from almost

one per cent to around a half of one per cent, while the proportions
in France and Britain are about twice as great, It is reasonable to
suppose that a united Europe with a common aid budget as well as a
couimon trade policy would, because it clearly has the resources to
make a substantial impact on economies of even the largest low-

income countries, be recdier to a oly their support to these large and
important countries as the Americans have done hitherto,

‘ This refers, of course, to economic su»port, For Britain
and France the question also arises of wilitary support for countries
of their former empires; and in South Zast Asiz tie implications of
the British wilitary presence go far beyond the specific defence
of Commonwealth countries. There are two reasons why the Zast of
Suez policy is self-defeating.

First, military kelp from a former imperial nower after the
initial period of independence can be counter-productive both for
the long-term stability of the regime that is helped and for the
relations of the former imperial power with low-incowe countries in
general, 2Zven if such help is not counter-productive, it is almost
certain that the money it costs would be spent to imuch better effect
in the long run if it were diverted to provide economic aid to countries
such as Brazil, Iran, India or Pakistan, where economic¢ zrowth and
political stability would make a really important contribution not only
to the world economy but also to world security.

Secondly, for Britain at least, whose economy has been
hamstrung by a balance~of-payrents deficit that has on average
been much smaller than the present level of either British aid or
British military expenditure sbroad, tke sharp reduction of wmilitary
exnenditure aborad would helD a great deal to solve the economic
problem and thus to enable the Oritish to make their contribution
in international affairs more confidently and effectively. For
reasons that emerge from the analysis of BEurope's relations with
America and with Russia, Britain's defence ceontribution in Burope can
be crucial, while East of Suez it will be either marginal or even
counter~productive, The cut should therefore fall on the British
presence £ast of Suez; and the consequences for the British economy
of this, together with other measures, should enable Britain's overall
policy towards low-income policies to become considerably more
fruitful,

Even if it were not for Britain's economic difficulties, a
Eritish military effort in the Far East could not but be subordinate
to the American effort there, The discrepancy of size and resources,
which has emerged so regularly in the preceding pages as a governing
factor in the relations of West Juropean countries with either
America or Russia, is again the ey, If military support for
states in Asia, Africa or L:utin america is found to be recuired in
the future, a united Zurope would be capable of providing it whereas
the individual efforts of European countries would be likely to be
relatively ineffectual.

An _emerging pattern of world order

Japan has shown that, once economic growth is under way,
a low-income country can rapidly catchh up on the high-income countries.
That this is not a unicuely Japanese phenomenon is illustrated by
the experience of countries as diverse as Italy, kexico, Russia,
Spain and Taiwan, where very rapid growth has taken place, It is
virtually certain that other countries will follow their example
in the cowing decades; and it is not at all out of the cuestion that
these will include some of the larger countries or regional economic
groups in Latin America, Asia or Africa, particularly if the aid and
trade policies of high-income countries are directed so as to favour
the larger economic units instead of discriminating against them.
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In so far as tiiis happens, there will during the coming decades
be a convergence of economic levels as between Xurope and certain
countries now regarded as less-developed. Some of these may be of
substantial size, i.e. have populations of 50 willion or more., The
most likely candidates appear to be IFexico and Brazil (or perhaps the
Latin American Free Trade Area, if it becomes more coherent
in Asia it is possible that rakistan and, despite its present
troubles, India will take off into rapid growth; there are also
some other possibilities, particularly if effective regional groups
emerge in South Xast Asia, 4Africa or the Middle ast,

It is therefore conceivahle. that a Folitical and ZEconomic
Comwunity in Yestern Iurope will find before thke and of this century
that there are three or four other countries (or economic units) in
the world with economic levels that are not excessively dissimilar
and appear to be converging; that lilkewise have convergent econowmic
and political systems; and that are big enough to be substantial
economic or political partners, These include, in destending order
of probability, the United 3tates, Japan, Russia, a grouping of
the smaller East Buropean states, Mexico, Brazil (or a regional
group of Latin American states’', Pakistan and India,

If at least four or five large ec-nomic powers did indeed
evolve in different regions of tiie world with economic and political
systems that were more-or-less siwilar, then an emerging pattern
of world order could be envisa,ed, whereby these units would develop
progressively closer economic and then political relations. As this
happened, it would become evident fthat not only the bulk of the
world's economic and strategic power but also perhaps of its
population was becoming steadily united. Fears of a fortress
Europe or fortress Lmerica, surrounded by a hostile or chaotic world,
would be replaced by the basis of a world-wide system that would
breathe real life into the institutions of the United MNations; and
problems that now seem unlimited and unmanageable, such as balkanised
disorder in Africa and even the growing and unpredictable power of
China, would then be seen as a limited number of specific problems
that would have to be dealt with before the prosperity and securlty
of the new world system were fully consolidated.

These thoughts will doubtless be too speculative for sowme,
too optimistiec for others. They are nevertheless put forward because
of the belief that those who have been constructing a Community
out of the nations of Yurope, witk their history of rivaly and
enmity, are unicuely gualified to understand how a similar process
might be set in motion for the developing cooperation and eventual
union of the different regions of the world.
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INSTITUTLCONS

It is not credible that a coriton foreign policy ean bLe
conceived or carried out by a group of sovereign states each of
which has the right to prevent a decision from being reached or to
depart unilaterzally from the agreed policy. The Conmunity system
is the wminimum that could possibly be effective in tue long run,
and it is indeed desirable and perhaj;s necessary that this should
be strengthened by reducing the scope for obstruction by a minority
and by reflecting more closely the dewocratic systems of the
member states, It would be better not to talk of JTuropean unity
than to pretend that effective acticn can be tzken in cowmon over
a long period by a traditional coalition of nation-~states.

It has been objected that the coumunity method, which has
proved so efficacious where decisions on zainly cuantitative economic
gquestions are required, would be found wanting if it were used to
formulate and execute a common foreign policy, which depends upon
mainly qgualitative factors. This objection seems to rest on a
faulty analysis.

Avart from the speeches and ceremonies, all the major
instruments on which the effectiveness of a foreign policy depends
could be unified by metods similar to those that have been used to
create the customs union and the agricultural common market of the
EEC., These include, apart from the commercial and agricultural
policies, policies for exchange rates and monetary reserves; economic
ald, technical assistance and capital flows; the development of
high-teciinology indusiries; joint production and purchase of arms;
and the integration of defence forces., The unification of each
of these dinstruments can be achieved according to a quantitative
programme, Such as has been accomplished in the EEC, ECS5C and
Euratom (and as was, indeed, proposed for the abortive EDC).

The major qualitative decisions concern the uses to which
these instruments are to be put: which states are to be favoured
and which are not, which interests are to be pressed and which
given a lower priority, and sc forth. These decisions must be taken
whatever instruments of policy are to be used, whether they are
tariffs or monetary reserves or military dispositions. Such
cualitative decisions must, therefore, be taken by the ERC in
relation to its commercial and agricultural pollcy. They represent
nothing new to the community method,

It is to be supposed, indeed, that once the instruments
of foreign policy are unified, the members of a community will of
necessity arrive at a common foreign policy. Conversely, if the
instruments are not unified, no amount of coordination of the
foreign policy orientations of member states is likely to produce
an effective common foreign policy. ‘e should therefore first turn
our attention to the problem of unifying those instruments of policy
that are not yet effectively unified in the EIZC,

Most of these instruments could best be unified within the
framework of the ZEC or, if the three existing communities are merged, of
the combined community. Thus the power of the EEC to pursue a common
monetary policy and a common progranme of aid and technical assistance
should be strengthened., The responsibilities that Zuratowm now
has should be extended to include the finance of R and D in all the
high-techneology industries and the coordination of purchases of their
products by state agencies in all the member countries. The same
Cormmunity body could also logically perform similar functions din relation
te the development and purchase of armaments, although the scope for this
is limited, in the case of major items such as tan%s or aircraft, by
the need to combine defence philosophies before it is possible to agree
upon a common specification,
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The integration of armed forces can be ensured by agreecuent
on a progra me specifying the_ times by which different units will
be placed under joint co-mand and various supporting facilities be
provided jointly. As this is done it will be necessary to develop
a common strategic doctrine, from which agreement on the specifications
required for major items of ecuipment can logically follow,

The integration of armies is a still more ambitious
undertalking than the integration of economies. It goes to the
heart of national sovereignty and so is liable to create severe
strains in the national political systems, There is a danger that
these strains would prove to be too much for the cohesion of the
community organisation. It is therefore suzgested that it would
be unwise to expose the Economic Cceummuunity to the possibility of being
subjected to these strains, thus jeopardising the existing achievements.
If this is so, the intesration of armed forces should take place
in the first instance within a Furopean delence Community,
constituted separately from the EEC but closely linked with it,
In order to obviate the opposite danger, that tensions will be created
by the existence of two separate major community organisations, one
for economics and one for defence, it could be provided that the
EDC and the EEC would automatically merge by the end of a transitional
period unless a weighted majority of tre members then held that
the time was still not ripe., If the transitional period was, say,
one of ten years or so, it should be clear by the end of it whether
the risk of intolerable national divergences or other strains was
still too great.

Thus by adding functions to the EEC and establishing an
EDC, it would be possible for members of the Cormmunity to unify all
the main instruments of foreinn policy., When this had been done,
it would be essential for the Community institutions, in suitable
combination with the national foreign offices, to devise means
af formulating a coherent foreign policy. The member states, which
would have relinquished control over the instruments with which
an effective foreign policy can be executed, would by then be
unable to act separately. In order to act at all in international
relations they would have to act together, and there can be little
loubt that they would therefore devise ways of agreeing how to do so.

The problem arises, rather, in the period before the main
instruments of foreign policy are all unified, wien some of the
instruments are still entirely or partly under national control
farmed forces, aid) and some are under Cowmunity control (tariffs,
agricultural policies;. The latter example, indeed, shows that the
Comirunity is already in this situation; but the problem would clearly
become more acute as soon as integration of the armed forces began
to take place. The solution clearly lies in some form of standing

sxecutives and the plamnning staffs of national foreign offices, whose
task would be to try to coordinate the national policies on cuestions
that remained wit.:in national competence with the Community policies
on questions for which the Community i1s responsible,

The chances of progress

Those who agree that the poliecy and institutional conceptions
outlined in this paper represent by and large what is desirable
may nevertheless consider that such thinking +s academic because it
will not be proposed by governments in the foreseeable future. The
French government has made a firm stand against any extensions of the
commmnity method and has indeed tried to weaken it where it exists.
The British government would accept the existing institutions and
procedures of the EEC but Nr. Wilson has stated categorically that
these institutions and procedures should not be employed to deal with
"political" questions. The Gerizan government would doubtless accept
an extenslon of the comwnmunity method if it was proposed by France
(or, if Britain was a rewmber, by Britain), but seeus most unlikely to
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make any such propesals itself., The prospect of agreement between the
French, Gerwan and British governments on the content of a common
European foreign policy seewms equally remote,

While it is true that there is small prospect of agreement
on either the form of the content of political union during the
terms of office of the present governments, it does not follow that
unofficial consideration of these guestions is irrelevant, Future
governwents are unlikely to act in such a crucial matter unless there
is a measure of public support for their actions, and unless officials
have a sufficiently clear idea of what is. to be done. The ideas
of officials and the public in the several relevant countries must,
moreover, be sufficiently similar to make it possible for them
to azree on a precise proposal, All this implies a process of
thinking and discussion that necessarily occupies a number of years.
The period of waiting for governments to become ready to
construct a political cowmunity will be well employed if it results
in a European consensus as to the proper objectives and institutions
of such a community.



