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Federal Trust White House Cohference

12-14 July 1968

THE TIME HAS COME FOR A MORE

RADICAL EUROPEAN POLICY

by John Pinder

The attached is the introductory section of
the paper, which relates to the first (Friday
evening) session of the conference. Sections

on foreign policy/defence and on monetary/economic
policy are to follow.



THE TIME HAS COME FOR A MORE RADICAL EUROPEAN POLICY

A _NEW SITUATION REQUIRES A NEW POLICY

The new situation has made the old orthodoxy out of date

The Eurcpean orthodoxy of the two postwar
decades achieved great success up to 1963, Its main features

were:

1, The establishment of functional supranational organisations
(ecsc, EEC, Euratom)

2, A reluctance to frighten people by talking about federation

3. An intention to expand the functions dealt with by the
supranational organisations, to extend the area covered
by the Community, and to strengthen the Community's
democratic process. A more-or-less automatic spill-over
was expected to give these developments a very fair wind

4. The consolidation of the existing Communities and of the
relationship among the Six as the first priority which any
new policies or proposals should respect (this can be seen
as recently as the Benelux Plan)

5. The intention to work in harness with America to solve
world problems

6. A reluctance to look ahead towards the role of a united
Europe in constructing a worid community or towards the
implications of the Federal idea for the internal

political and economic structure of states.

Increasingly, during the last five fears, the
situation that justified this orthodoxy has changed; and change
has now reached the point where the orthodoxy and the policies
based on it should be radically revised. The main changes are
as follows:

a. De Gaulle has emasculated the Community's supranational
powers and voting system that it needs in order to make
progress, and at the same time he has emptied it of the
political will for progress. '

b. While the Five have not been totally defeated by de Gaulle,
they have lacked the political initiative necessary to
prevent point a. from happening, whether with regard to
Community initiatives in new fields, to the enhancing of the
powers of the 'European! organs (Parliament and Commission),

or the extension of the Community.



There seems to be little prospect that this situation will
change during the next three or four years. The German
Government loocks as if it will continue to be subservient

to de Gaulle, although perhaps less excessively so since

the May revolution in France, The two main parties seem

likely to lose ground in the next election. Italy and
Belgium have weak governments and it looks, from the
political situation, as if this will last. There does not
seem anywhere in the Six to be a Schuman#z Spaak, Adenauer or
de Gasperi.

It seemed up to now as if the vitality of the Community could
be maintained until the year, this side of 1973, when de
Gaulle and Gaullism would disappear from Bance. This is now
very doubtful. Morale in the Community is so low

that irreparable damage may be done by 1972; it looks quite
likely that Gaullism will outlast the departure of "

de Gaulle, i.e, will continue into the mid-seventiesj; and
even if the Gaullists are less virulent without de Gaulle,
they will hardly produce a Robert Schuman)( during the next
five years.

While the prospects for the Community, as things stand at
present, do not look good, and while de Gaulle and the
Gaullists are likely to block further progress in the
existing Communities, the May revolution in France is likely
to have reduced de Gaulle's ability to prevent the other
countries of the Community from responding to new political
initiatives.

The Community as it stands is no longer so attractive

as it was. It consists largely of a customs union, a

common agricultural system that eans&e$a—¥&n§g§§Lo£ an
excessively high price level, excellent studies and proposals
on a wide range of economic ;;ﬁ&g;ﬁf and institutions. The
customs union is a success, but it is no longer s0 remarkable
now that tariffs in the industrialised countries are-
generally low; it is arguable that a precise commitment to

a customs union is undesirable without a concommitant
economic unionj while the EEC has now been ﬂ?iberal in foreign
trade, it has on the whole had a negative influence in the
most important aspect of foreign trade - imports from low-
income countries -~ and it is arguable that the situation for
low-income countries would have been much better if the Germans
and Dutch had retained control of their own commercial
policies; and participation in the customs union would, in the
latter respect, certainly be retrograde for Britain. The
agricultural policy is socially reactionary {(a kind of Corn
Laws in reverse), and this would be especially the case for

Britain which has low food prices; and the other aspect of



the agricultural policy is that the Germans are paying a
tribute of a quarter to half a billion dollars a yvear to
de Gaulle, and Britain as a member would have to do the

Same.

The studies and policy proposals are very good, but

they need the institutions and political will to put them
into effect. The institutions have been severely
weakened and it is doubtful, with the Commission also

weakened and its morale ebbing away, whether the studies

" will lead to positive policies.

Initiatives in a federal direction and the emergence

of a new Robert Schumanﬁ are now unlikely to come from one of
the S5ix, but arguably could well come from a non member
(Britain).

At the international level, dependence on America and
identity of interest with America have declined somewhat,

and so has fear of Russia.

While the automatic spill«over type of progress that was
originally expected is not taking place, people are at the
same time losing sight of the ideal of a Wnited Statef of s{
Europe.

The reforming zeal of the coming period seems likely to be

in the direction of a general reform or reconstruction of
society, which makes it less suitable to play down the
construction of Europe as being part of a broad canvas
reaching from the construction of a world community to the

reconstruction of national communities.

A radical political initiative from Britain

It follows from this new situation that the new policy should be:

Overtly directed at the establishment of a political
federation.

Put forward by Britain, with a government initiative

some time during the period 1970-73. ‘

Recognising that the EEC has preempgﬁpd important parts of
economic policy, the political initiative should safeguard

the EEC as much as possible, but should not be inhibited by
this to the point where a dynamic policy is undermined,

(t.e. a Furopean reserve currency and a technological
community system should be part of the new initiative - the
frontiers to be defined extensively or modestly depending on
how gravely or optimistically the situation in the EEC may be
viewed at the time),

Internationally, the emphasis should be somewhat less on P _
automatic alignment with America, and somewhat more on gﬁen$eﬂ$e

with Russia and on Europe acting as a third force pressing



towards the establishment of a world community.

5. Federalist ideclogy should be played up not down, showing
the construction of Europe in the context of world construction
and of the reconstruction of society down to the smallest

geographical and economic units,

It seems feasible that the British government could be
persuaded td take sucﬁﬁinitiative some time during the period
between 1970 and 1973. The balance of payments should be healthy
by then. Jenkins on the Labour side and Heath on the Conservative
side should find a federalist policy acceptable and should be
able to secure their parties! acceptance. This would depend,
however, on their being able to expect a sufficiently positive
response from the Continent. The ground for such a response could
be laid by unofficial activity (e.g. a Hague-type congress in 1969).
It should be possible to secure Benelux and Italian agreement
to a British proposal to set up a supranational political organisatio
If it looks as though such an organisation, even with fairly
limited functions, could be set up by those countries on their
own (or with other Efta members that are willing), it would seem
difficult for the German government to stay out; and if the
Germans come in, the French could not stand aside for long.
Obviously this 'scenario' has many doubtful peints in it; but
it has enough strong points, and the RZuropean situation outlined
above is bad enough, for the content of a political initiative on

this scale to be worth serious and detailed consideration.

The subjects of such an initiative would be foreign
policy/defence, currency/economic policy, technology, and
institutions. The British government has already declared itself
favourable to a technological community and to a European currency}
British defence policy is now centred around the §3§§ﬁ5'of
Britain as a European power; and the strengthening of Community
institutions in a democratic direction should not come hard to
Britain. A package including elements from all these subjects
would therefore not be such an extr{jordinaqﬁ’y departure from
existing British policy, but rather a new way of locking at

existing policy and accepting its logical consequences.

Technology and institutions are considered in
separate papexrs that have been produced for the White House
conference. Foreign policy and defence are considered in the
following sectionj; and monetary and economic policy in the

concluding section of this paper.



technological study group

NUCLEAR POWER AND EUROPE

1. The longer term aims end background

Nuclear Civil Research in Furope is now on a level comparable to that of
the USA. Taking into account only the Six plus Britain, the relevant figures
are sumrarised in table 1.

TABLE 1
Burope USA
Regearch reactors critical ico - 180
(number) :
Contribution to nuclear 2%6 38
literature (% world output)
?zclz?r R & D budget {Civil) 1,000 1,000

What is more, Burope is by now as large a market for nuclear energy of
the same order of magnitude as the USA. Relevant cumulative data are sum-

marised in table 2.

TABLE 2

Europe Us4a
1970 Market (MWe, nuclear) 10, 000 50,000
1980 Home market | 90, 000 150, 000

Howaver, the nuclear power industry in Burope is far more fragmented than
in the USA and whereas in the EEC orders for 5,000 MW installed capacity were
sprcad amongst ten or more companies, in the USA only four companies obtained
orders for ingtallations totalling 50,000 MW. (fragmentation of the)

Partly due to this and partly also to the/EMropean market, Furope has not
been as successful as the USA {or the USSR or even Canada) in exporting its

~ technology. (in exception to this seems to be radio-isotopes and irradiation,
and, up to a certain point, reprocessing services.) _

The amount of research already undertaken, the existence of highly qual-
ified personnel, the scope of the market and the available funds all make it
possible for Europe to develop an autonomous and competitive nuclear power
industry. But this prospect is threatened by a dupliéétion of effort in
research - e¢.g. separate national fast-breesder reactor programmes in France,
Britain and Germany - and above all in development, due largely to the weak-
nesses of industrial struetures, i.e. too many small industrial groups, poor
communications between governmental research centres and industry.

The aim of European strategy in the nuclear power industry should there-
fore be fe -develop larger industrial groups linked more closely to reseaych and
to effectively pool governmental research. Furthermore, since it is expected
that by 1970 at least 40% of EEC fuel requirements will be enriched uranium,
and by 1980 at least 80%, there is an obvious interest for Burope to have its



-2 -

own nuclear fuel enrichment capacity both for reasons of security of supply and
for balance of payments (fuel is worth perhaps twice the value of the original

reactor over the life of a nuclear power station).

Industrial Links or the "siege of Rurope!

The consortium formed to build the Dragon experimental reactor is a good
example for the future development of multinational European companies for
reactor development andconstruction. Companies working sepatarely in different
countries on similar major lines of reactor development should be brought to-
gether to share their experiences and compete within the European market with
other equally multinational groups developing other lines. This would not only
share costs moré widely and ingrease competition, it would also provide an
insurance policy for companies, which could together share a ﬁider range of
knowledge, as well as for individual countries which would not be obliged to
tie themsclves to one particular line of development because it was the one
pursued by their nationally based company.

A strategy for creating such transnational European companies could start
with the consolidg%igo ?Ef%%%ger on an ad hoc basis for one prototype but for
the development of a range of reactors from that prototype. Only a permanent
association of companies, better still one single company, could ensure regular
and unequivocal transference of knowledge and experience. The UK AE4 now seems
more in favour of such a strategy; with governmont support and either simple
licensing agreements or bettor an ad hoe agrecment on the co-ordination of
state purchasing, the British "lead" in nuclear power construction could provide
it with a foot in each consortium (there need only be three) which would nullify
the effects of exclusion from the Community in this field. Euratom has in fact
till now largely failed to influence the structure of the nuclear industry and
the Commission has recently declared its support for cross-frontier mergers
and joint enterprises, including companies from non-member countries.

Ais regards fuel supplies Britain can offer the following facilities:

- Enrichments: Capenhurst; which at the present time is capable of pro-
dueing about 400 t. of low-enriched uranium per year, is being expanded to
reach an output of about 1,600 t. by 1980.

- Fuel elements: Springfields, has at present a capacity of about 400 t. of

oxide fuel per year. This is being expanded to obtain 2,000 t. per year by
1980. The present capacity of 1,500 t. per year of magnox fuel is not being
expanded.

- \Reprocessing: Windscale, which at the moment has a capacity to treat
1,500 t. of irradiated magnox uranium per year, is being further expanded to. be
able to treat about 1,000 t. of oxide fuel by 1980.
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Opening Capenhurst to other countries in Europe would certainly fill a
nzed of these countries expressed currently in the talk on the continent of
developing a third enrichment plant in Burope. It might also make Capenhurst
itself more viable éince costs would presumably fall if the plant were expanded

not just to meet Britain's needs but those of a wider market too, But Britain

will have to introduce its partners to the Capenhurst lmowhow - or all that is

nceded for the industrizl enrichment in any case - if they are to share in the
costs of its expansion and make it a joint undertaking.

Irrespective of the arguements on Capenhurst, there is everything to be
gained by Britain offering access to tho world's largest re-processing pl;nt at
Windscale, as well as knowhow. This is the prolitable end of the business and
Britain can earn goodwill as well as cash through giving preferential terms to
Buropeans. Small German and Italian plants are now being developed so that a
British initiative at this stage would still not be too late.

Dosalinisation of sea water by nuclear power combined with power stations,
and especially extraction of uranium and other minerals from seawater, is
another field in which British technolo:y is well cdvanced and where joint
research and development might well be pursued for example with the Belgians
and the Dutch.

IThe Breaskthrough to Europe .
L number of the above points could be used deliberately by tle UK govern-

ment as part of a strategy to outflank the Gaullist veto. TFor example access
to Capenhurst could be restricted to countrieg which had signsd the non-prolif-
gration treaby, as a guarantee of good behaviour which might even mollify the
Russians. Such a strategy would also imply a deliberate rejection of French
advances e.g. possible joint work on the 4.G.R.

The fact is that a co-operative attitude by the British (as under 2 above)
g.2. for joint work on fast-breeders and the investment of Doupreay knowhow in
a Jjoint Buropean undertaking, or on a fusl supply or access to Capenhurst,
would contrast so strongly with the French that one can imagine a rapid
rcalignment towards greater joint efforts between the Five (or four) and
Britain. This could hardly wesaken Buratom further than French actions have
already done. But it might well weaken the European response to the imericans
by excluding the French. #nd by itself a policy in this field alone could not
of course change Franch attitudes.



The major institutional contribution to developments in this field
would be an agency to co-ordinate publie purchasing policies for reactors.
But considerable progress could be made without any new agency through
agreement between public authorities in most countries (i.e. except
Germany where private industry is the main consumer), once governments

had approved the creation of multinational nuclear construction companies.

FT/afw

12th July 1968 D, McL.

(compiled from study group documents and notss on discussions)



Technological Study Group

COMPUTERS AND EUROPE

Even when complete harmonisation has been achieved in Europe and an
enlarged community is created it is doubtful if an equivalent economie effort
could be sustained to that of the United States in all fields of technological
development, A list of priorities must be drawn up and a period of phased
growth gone through. Many people feel that it is pointless for Europe to
spend money in areas when we can benefit from existing vast Ameriecan
investment and technological expertise. Why, for example, create a European
computer industry when a first-rate American one already exists, active in
Burope and employing thousands of Europeans, Why not buy American and invest
the funds saved by not having to cover research, development and production
in an area where we can get ahead of the Americans?

The answer to these arguments can be expressed in two gquotations, one
from Professor Edward Teller, the distinguished nuclear scientist, one from a
recent OECD report on the technological gap. Professor Teller said "the
electronic computer is probably the most important feéult of épplied scientifie
effort, not only in the United States, but in the world". He went on to say
that the consequences of the development of computers are almost without limit,
not merely in the successful mechanisation of simple functions of a cleriecl, |
industrial or academic nature, but rather in the field of the intelligent
employment of human brains,

In the OECD study mentioned earlier, computers arec mentioned as a ke
indugtry because their widespread use in commerce, industry and government
has made them a key factor in the economic and social structure of all
countries. This is particularly so in countries without large defence or
space programmes where the computer industry can provide the necessary
rallying point for scientifie and technological advance.

If we accept these evaluations of the role and the importance of the
computer industry then one of the critical pathg towards Buropean prosperity
is obvious, The computer will be, in the very near future, both the "heart!"
and the "brain" of all large organisations within the body of Europe., If the
body is to be truly Eurcpean, then obviously the heart and the brain must be
European too. , :

Having accepted the fact that there is a vital nced for an indigenous
Buropean computer industry, how are we to achieve it, It is obviously sensible
to eschew theory as far as posgsible and to relate possible actions to pelitieal
and industrial realities. There are two possible stages into which future
action can be broken down.

I The development of ad hoe links between the various European computer

manufacturers, such links, if possible, being forged against a background of



inter-governmental approval.
II The creation of new groupings, both industrial and governmental, within
EBurope formed with the united purpose of creating a visible, indigenous Eurcpean

computer indugtry.

Stage I = The Creation of Ad-Hoe Links

The nced for a harmonisation of European computer effort in order to

mcet the American challenge has so far procceded on a national basis. In
Britain the Governmont hasg participated finaneially in the necessarily large
expenditure on rescarch and development and has actively cncouraged the
industry to rationalize itself. In 1968 ICT and English Electric Computers
Limited will combine to form ICL, backed by Government grants (in exchange for
shares) totalling #£30 million, ICL will have over 50 per cent of the British
market, a larger proportion than IBM., In comparison ICL will have about

5 per cent of the French market and about 15 per cent of the Swedish,

In France, Government is spending 100 million on its attempt to build
up the French-ownced Compagnie Internationale d!Informatique, whose main
sharcholders are CSF - Thompson Houston and CGE. This company at present
markets the 1001 sories designed by the small American company Scientific
Data Systems. The plan is te develop 2 new indigenous series, the "P" geries,
by 1969,

In Germany, Siemens and AEG/Telefunken are each rceeiving Government
backing for develcopment of the order of $30 millions sach,

The immense resources of a company like IBM and General Flectric tell
critically in Europe and though by 1967 there was a pause in the American
commercial offensive, as General Electric sorted out the muddle it had made
cof its Bull operation, and IBM patched up the harm done amongst its customers
by the painful troubles of the 360 seriss, the American challenge will continue
to be serious, _

" In France the “plan calecul® will certainly produce a range of second
gencration computers, by 1969; the logic of the Cll's "P" scries is closely
modelled on IBM's 360, but is unlikely to match up to the nsxt generation of
American computers which will appear shortly after; and there are many signs
that the effort in software will not be on a sufficient scale,

As for Siemens and Philips, there is no doubt that they have the rcsources
to develop computer hardware, at considerable cost, and in some of the many
process applications they are already involved in, they will succeed. But
Siecmens, like English Electrie, is at present technologically tied to RCA,
with which it has a 10-year agreement. Only time will show whother, in the
next gencration, it can profitably go it alone, or indced wishes to. It has
gome 12 per cent of the German market, and is bullding up a EBurope-wide sales
and scrviece noctwork. But its total computer operation employs only some

6,000 peoplc, and though these arc highly productive, the total turnover is



lesg than a third of ICL's,

One thing is clear: the defensive naticnal policies developed by three
European governments each damage the efforts of the others. Buy National
policies; for instonce, in the German or British government markets, add to
the mutual difficultics of companies like ICL and Siemens in establishing a
Burope~wide marketing base comparablec, for instance, to that of IBM, Indeed,
American~owned companies which produce in, say, France or Germany receive
higher priority in publiec buying than Furopean companies exporting from
outside, As for development costs, while there may well be a cage for the
existence of more than one Furope-owned computer company, the prescnt
triplication of effort, on a national basis, may well bc slowing the rate
of develepment and diminisghing the prospeot that any one Europcan~-bascd
company will eventually succeed in establishing itself as a gonuine rival
to IBM, There arc great advantages in moving on te a truly "European" policy,
which will bring to an end the triplication of govormment-backed research and
development effort, open the separate markcts up to Burope-based computer
companies and.foster the development of companies of European scale.

The ereation of ad-hoc links between interested DBuropean computer
mamifacturers is obviously the spcediest way to move towards a truly Kuropean
industry., A review of the existing manufacturers as to their likely cnthusiasm
or sulitability for such links could be aexpresscd shortly as follows: -

(1) C.I.I, Individually keen at working level but pelitical factors

would slow down acccptance beyond 2 scnsgible time limid.

(i) Siemens Keen to take any action that would hasten the end of
virtual R.C.A. control but jealcus of autoncemy. Have achicved
a significant sharc of German market,

(iii) Telefunken Broadly intcrcsted, particularly if it meant stealing
a march on Sicmens. Little up-to~date experiecnce cxeept at large
end, Have no signifieant-share cf the commercial market.,

(iv) Philips Kcen to make a success in the computer ficld to
demonstrate their "systems-minded approach". Little particular
expericnce and over-international for European aims,

(v} Prift Kontrol and SAAB Both have ccrtain relevant cxperience

and keen to expand.

(vi)  Olivetti Not so nationalistically inclined as French/Cerman
companies. After past expericnce are implementing a policy of
specialising in terminal equipments but are keen to develop
systems and software expertise.

Discussions between various combinations of the companics described above

have been proceeding with varying degrees of cnthugiasm over the past few years,
From these discussions it is apparent that agreement on two factors is cssential

before any such link could be succegsfully implemented.
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(i) Agreement on joint software production to common standards

(1i) Agreement to work to "rationalised" sales and product policies

The initiative for mergers and combinations at industrial level will
have to come from the companies, but since European governments have decided
to involve themselves in the computsr industry, they will have to play some
part., So far, for instance, the pressures in Britain have been for the merger
between English Flectric and ICT, and in Germany for cooperation botween
Siemens and Telefunken, Those pressures for national concentration will have
to be relaxed and replaced by encouragement for the more Eurcpcan and more
commercially attractive mergers and integration cutting across frontiers. In
all the companies concerncd, it is probable that mergers or combinations at
the European level would be at least as welcome - or more so - than combinations

with traditional rivals at home.

Stage IT - The Creation of New Groupings — Industrial and Govermmental
The creation of new groupings leading to a unified indigenous Europcan
computer industry would require both Governmental and Industrial action,

Such action would lead to the creation of new institutions and industrial

organisations, If the principal lead camc from Governmenis thon a possible
pattern of progress could be along the-following lines.

First there must be establighed a small but high-powered European
Computer Seeretariat undsr a strong Dircetor, This would be financcd by the
member countries., The Scerctariat's first task would be to call for national
surveys of computer requirements for ton years forward, These surveys would
be carried out by the appropriate national authorities who would work to
strictly defined parameters of large, medium and small systems, and would be
respongible for drawing up operational requiremcnts for any spceial systems.

The national surveys would be passed on to the European Sccrctariat in
accord with an agreed timetable and with the neccssary guarantce for natiocnal
sceurity. The Seeretariat would then collate the results and would hammer out
near variants in speeification intc agreement with the approval of the national
authorities,

Next the Sceretariat would prepare lists showing the overall European
requirements for systems, with their attendant broad opcrational requirements
and the likely time-scale of requirement, That these lists were being prepared
would, of course, have been known to the manufacturers as would the fact
that tenders would only be called for from consortia of manufacturers crossing
national boundaries. Generally these consortia would consist of a prime
contractor, one of the existing major manufacturcers, and subsidiary manufacturers
of clectronie components and peripherals, This would enable the smaller
countrics to benefit also,.

The bids from the consortia wonld be considered by the Secrctariat who

would make their selection upon grounds of cconomy and production capacity,
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not nationality, When the individual consortia had been matched té the supply
of a particular system or part of a system, then the national govermments would
be informed of the choice, |

Thereafter, the placing of national government orders would be done
individually along the lines indicated by the Sceretariat, whilst the Trade
Associationg of the industrial and commercial users would be informed as to
which consortia were being recommended. It is likely that civil users would
take advantage of the cconomies of scale and the efficicnt use of secarce
intellectual rescurces that this system would create,

In order te achicve this successfully, there would have to be politiecal
agreement as to its nccessity and practicality, It is quite possible, however,
in the present political climate, that the industry cannot wnit for joint
governnent action, and must therefore take the initiative itself,

The future development of computer systems, as far as'they can he
forescen, make it clcar that the essential clement of any system lies in
the standards embodiced in the central processor and its associated software,
The terminal and peripheral equipments can be mamufactured to interface to
any processcr and the applicationg software can be designed to work on any
system provided that it is written in sufficiently high level language.,

The achievement of a European computer industry could arise from an
organisation along the following lines; the creation of an overall joint
service company to be set up and owned by the participating companieg, This
would contain threc main clements: a produet planning group, a systems
software group and an information centre,

The functions of the various clements would be as followss -

The Joint Serviece Company
(a) Product Planning - it would be responsible for deciding the

standards inhcrent within the central processor and neccessary
standards for the development of total systems.

{b) Systems software - it would be responsible for the provision

of all generally applicable softwarc starting from executive
interface and ineluding peripheral housekeeping, and goneral
applications such as PERT, production coantrol, etc, Of course,
mich of this work could be sub-contractad to national groups
provided that it was carried out unduer central control,

(c) Information seryice - this would be a gathering and distribution

point for all information arising out of the work done by the
participating companies thus enabling them to benefit from all
the work done within ths Group. Part of the information service!s
responsibility would be the arrangement of free cross-licensing
agreements between the natiocnal groups and also the giving of

support of industry-spscialised areas.



-6 -

In each of the major European countries national groups could be set up
bascd on the existing industry. DEach of these nationally based companies
would have two majorAparts: -

1. Eguipment Manufacture
2, Customer systems, design, customer software, sales.
Equipment Group
Equipment groups would be responsible for the manufacture both of

processors and peripheral equipment, Thus equipment groups making processors
would also have tho responsibility for executive software to the interface
defined by the joint services company product plamning team. Through the
information service and the arrangements for free cross-licensing, it is
likely that the equipment groups in the national companies would manufacture
that equipment at which they execlled, sell it to other members of the group
and buy from them other necessary hardware,
Customer Systems Desien, Software and Sales

These sections of the national companies would have the local responsibility

within their group marketing areca for carrying out the neccssary sales activity
and associated system design and the writing of special customer-~oricntatced
software,

Costs
The cogts of the joint scrvices company would be met by the other partici-

pating companies purchasing from it the services provided by the information
gection and produet planning and by purchasing also the systems softwarc.

The action deseribed in the previous paragraphs could come about by purely
cormercial agreement, It would be far easier, however, if these commercial
agreements were arrived at with general European govermment approval and working
to agreed Buropean standards.,

If this is to be achicved within the neeessary abbreviated time-scale,
abbreviated beecause of the force of American competition, it is necessary for
both government and industry to be more outward locking, It is nccessary for
industry to investigatc the possibilitics of European cooperation and to
convince potential Eurcpean partners that this is not merely a commercial bid
for power, At the same time it is neccessary for governments to give less
attention to the purely local rationalisation of their industries and to look
at the broader Furopean picture instead.

Neither Stage I nor Stage II will be easy to achieve. Neithcr the
politieal nor the industrial advantages are immediately apparcent in the
short term and there is no doubt that the sharply varying comparative
strengths of the partieipating nations and companies will lead to nany
disagrcemcnts, The creation of a speecialised group or inter-linking body
of speeialists, with no apparent axe to grind and the ear of thecir respective
governments and industrics, aimed at creating a European computer industry

would obviously accelerate progress. This catalytie group could have the



following task: =

(a) Promoting and helping in tho negotiation of common standards.

(b) Proposing and exccuting, as agent of the Governments, common

developnent projcets, to be implemented by industry.,

{c) Bringing companies togethor and advising and acting as a

consultant on common activities and mergers.

{d) Policing a cormon market in public buying and assisting the

Governments in working out common requirements.,

(e) Possibly promoting training and computer applications.

That the creation of a European computer industry is to be desired can
be finally confirmed by cconomic arguments for studies indicatc that it would
effect trade similarly to a Customs Union i.e. trade diversion and creation
together with changes in investment policy. No change could obviously occur
before 1970 but thoreafter improved ‘Eurcpean competitivencess could lead to a

trade diversion effeet so that by 1975

(a) 50% of the post 1970 growth of U.S. exports to Industrial
Europe and
(b} 25% of the growth of U.S. exports to ths rest of the world would

be replaced by output and trade by industrial Europe. No increase
in world demand can be allowed for but trade creation within
Industrinal Burope, through cross-licensing and exchange of
componcnts, could increase output up to £50 million.

Whilst these changes are not sensational, in the one year sclected, 1975,
an improvement is indicated of £123 million to the "European" balance of
payments and £175 million to output, Beyond 1975 the consequential benefits
would increase rapidly so that Eurcpean trade and output might bencefit by as
much as £1,85C million over the decade 1970~1980,

BMM/HE
10.6.68,
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A MORE RADICAIL EUROPEAN POLICY

Section IIXI: Monetary and Economic Policy

Relations with the EEC

The main problem, when one considers any lines of
economic pelicy for a Buropean pelitical community, is that
many aspects of economic policy are already dealt with by the EEC,
and the members of the EEC are committed to act within that

framework.

‘" The first thing that the members establishing the EPC
can do, which will not damage the EEC in any way but will indeed
only serve to help its development, is to declare their intention
to build an enlarged EEC, as part of the EPC, into a full economic
union, This will provide the EEC with the perspective of a

future dynamic which it is at present on the way to losing.

The members of the EPC could state that they intend
not only to implement fully a common commercial and a common
agricultural policy within the enlarged EEC, but also to develop
a common monetary pelicy, common regional policy and regional
development programmes, common energy and transport policies,
common fiscal, technological and social policies. The intention
. to develop the EEC institutions into a fully democratic and

federal system should also be explicit.

The intention should also be declared to accept all
FEuropean countries, including particularly any members of the EEC
that do not at first become members of the EPC, as full members
whenever they wish te join, provided that they accept the rules of
the EPC and its supranational community system. The Treaty
establishing the EPC should provide for a merger of the EPC
and the EEC, ECSC and Euratom Treaties, as soon as the memberships

become identical.

The members of the EPC that are also members of the EEC
should be punctilious in refraining from breaking the rules of the
EEC. On the other hand, there are problems that are vital to the
future of European countries that must be dealt with by the EPC,
and these include problems of advanced technology and of international
monetar& policy. Technology is dealt with in other conference
papers; and this paper deals largely with international monetary
policy and with the associated question of balance of payments

policy.



FBuropean monetary policy: the birth of the Europa

One must first distinguish sharply between a European
currency and a European reserve unit. Economic union must be very
far advanced before the members of the union can establish a
common currency. Indeed, the common currency, which finally
excludes recourse to exchange controls or exchange rate
adjustments, should probably be the very last step after all other
elements of economic union have been fully developed; otherwise
there is too great a danger that some member countries will be
forced into permanent deflation and depression by balance of
payments weakness, and will suffer the fate of Southern Italy

in the Italian national state.

A commoni reserve unit, however, can be established
without major advance in other fields of eéonomic union, and
certainly without a common tariff or customsunion. Thus the
members of the EPC could establish a European reserve system-
based on a common reserve unit which could, as The Economist
has suggested, be called the Europa, This unit would provide
the members of the EPC with additional liquidity, because they would
be able to buy Europas for their national currencies up to
an agreed amount. In this way the national reserves would be to
that extent backed by the collective reserves of the members,

In the case of Britain, a special arrangement should be made
whereby Britain had access to Furopas up to the amount that might
be required to deal with withdrawals of the sterling balances

- or alternatively to pay off the sterling balances, whose holderé
would then be able to hold Eurocopas. This would be a permanent
arrangement that could replace the medium term and short term

arrangements that now exist.

As is suggested in the section on foreign and
defence policy, Europas could become an alternative reserve
currency into which holders of gold or dollar balances could
switch if they wanted to., If circumstances such as those of 1967
or 1968 pertain, there can be little doubt that large sums would
be transfenmed into Europas in this way. The EPC would, when
American reserves became too low, be able to offer stand-by
credits to the United States as has been done by the national
central banks during recent sterling and dollar crises. With the
EPC in such a strong c¢reditor position, it should be possible to
secure American agreement to the replacement of the reserve
‘currencies by an IMF unit - a generalised SDR. Even if agreement
on the creation of such an international unit is not achieved, the
world financial system would still be much better based upon two
substantial réserve currencies than, as at present, on one substantial
currency and one that is almost ceasing to be an effective reserve

unit.
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While the creation of a reserve unit does not have to
- be accompanied by general economic union, there are certain
economic policy measures that should be related to it. These are
Qafticularly the establishment of a common capital market and of a

common policy on balance of payments questions.

The capital market is required because holders of a
reserve currency wish toc have interest on their money, and they
need access to the quantity and variety of short term paper
that is at present to be found only in New York and London. The
Europa would therefore be greatly strengthened as an international
reserve unit if at the same time an effective European éapital

market, joining London to the continent, was developed.

The need for agreement on balance of payments policy
arises because reserves, and hence a common reserve unit, are used
to finance balance of payments deficits. Decisions about the limits
to which countries can draw the reserve unit therefore imply
decisions about the extent tc which payments deficits can be
incurred and, to some degree, the way in which they are to be
corrected. This brings us to the heart of the most crucial problem

of international econcmics at the present time,

Balance of payments policy

The fundamental problem of international economic
policy today is how long~standing or deep balance of payments
diseguilibria should be corrected. The existing instruments for
correcting them have proved inadeguate. For structural deficits,
deflation is no cure: if it does not cure the deficit in a short time,
it makes the long term problem worse by cutting investment and
economic growth and hence competitiveness in the long run;'and it is
politically impossible in a democracy (and rightly so) to maintain
a high level of unemployment for a long time. Devaluation is the
most logical solution, but ﬁntil the existing reserve currency system
has been replaced by a new IMF unit, devaluation of sterling, and
even more of the dollar, creates dangerous instability in the world
ﬁonetary system; and for the members of the EEC,with the common
agricultural policy and with the way in which the obligations of
members of the community are understood and interpreted, devaluation
is an extremely difficult weapon to employ. Means of acting directly

on trade or payments, such as import gquotas, export subsidies,
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import surcharges or exchange controls, are theoretically adequate,
but have in practice become difficult to use to the extent necessary
to correct a structural disequilibrium, because of the high
expectations as to freedom of trade and payments that have arisen

as a result of the excellent international economic cooperationl
~that has prevailed in the two postwar. decades. The use of these
measures, even when the balance of payments situation justifies

it, is liable to evoke retaliations and to undermine the

existing spirit of cooperation. More short term credits to

tied countries over their payments deficits can in some circumstances
be useful; but by their nature they are no solution unless the

deficits are cured by one or more of the above methods.

Symmetrically, there is some inadequacy in the means
for dealing with structural balance of payments surpluses, although
here the reluctance of surplus countries to act sufficiently

strongly to eliminate their surpluses is more of a factor.

The creation of the FEuropa will imply an agreement
among the members of the EPU on policy for dealing with these
balance of payments problems, It seems as if the most
satisfactory solution would be a fiscal one, relating directly
to external trade and payments, and covering trade and payments
as generally as possible so as to distort international transactions
as little as possible. This could take the form of an export
subsidy combined with an import surcharge at a uniform rate
across the whole foreign trade of a deficit country, and across
as much of its invisible trade and of its capital transactions
as would be practicable to tax in this manner. The surplus
countries should at the same time apply an import subsidy (or
reduction of import duty) and an export tax. In the context of
the debate on border tax adjustments, i.e. on the refunds of
indirect taxes (usually ATV) that exporters are entitled to claim,
these fiscal measures can be seen partly as adjustments of the
extent to which refunds of indirect taxes can be claimed by

exporters.

. Such a fiscal mechanism for dealing with balance of
payments disequilibria has obvious theoretical advantages. It is
general and does nut cause administrative difficulty or economic
distortion; and since it acts equally on exports and imports it does
not unduly restrict or promote the level of international trade.

For reasons such as this, a general fiscal mechanism has been
attracting growing support among economists {see for example the
article by Pierre Uri in The Times of 12 July 1968). In terms of
practical politics it also now seems o=z if suchla system‘could be

adopted. Britain has resorted to .import surcharges and export rebates;
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" America has been indicating a desire to be allowed to impose an
import surcharge; and France has now applied export subsidies along
with import quotas. These are substantial facts and precedents
that indicate that wide agreement on the introduction of a system

of this sort might be secured.

The members of the EPC could, in connection with the
establishment of the Europa and the common reserve system, agree
that their policy was to adeopt an adjustment mechanism
of this sort, There would then be the problem of securing
agreement on such a system, first with any members of the EEC
that do not become founder members of the EPC, and then with

other world trading countries, in pafticular the United States.

It must be faced that France'!s partners in the EEC
might find it difficult to persuade the French government to
agree to adopt such a 3K€;§?é and the other members of the EEC
could hardly adopt itxwas-decided in the EEC institutions that
this should become EEC policy, because the application of export
subsidies and import surcharges, or the variation of rebates
on indirect taxes paid with respect to exports, is a matter on
which individual Community countriés could not act without a
collective Community decision. On the other hand the French
government, which has in fact applied export subsidies and import
quotas, and which has obtained large credits mainly from other
Communi ty members, does not seem to be in a strong position to
oppose such a policy; and in so far as the policy concerns import
duties and quotas and export subsidies, the EEC can take decisions
by majority vote. It does therefore seem possible, even if
difficult, to overcome the problem of differing membership as
between the EPC and the EEC as far as this question of balance of

payments policy is concerned.

As already indicated, the American government appears
apt to accept the principle of a new adjustment mechanism, so that
agreement on this subject by the EPC members should be followed by
a radical improvement in the system of international trade and

payments as well as in the reserve system that finances it,.

Fiscal policy

Britain must accept that, when membership of the EEC
becomes possible (or when the EPC and the EEC merge), she will
have to adopt the Added Value Tax, There are big advantages in
making such a reform over a transitional period, i.e. in
introducing the AVT initially at a fairly low rate and increasing
the rate over a period of years, and Britain should theretore start

the process as soon as possible (e.g. in the 1969 budget). The
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AVT has, indeed, substantial merits that make its adoption
desirable regardless of the issue of membership of the EEC; for

it is possible, with such a broadly based tax, to raise substantial
sums of money by only a small increase in the rate, thus making it
poésible to incur desirable public expenditure without at the same
tiﬁe producing undesirable economic effects such as disincentive%

due to higher direct taxation.

If, then, all the members of the EPC have a system of
Added Value Taxation, it will be possible to supply the EPC with
its own fiscal resources in the most fair and simple way imaginable:
by providing that a given percentage rate of Added Value Tax
goes from each member country direct into the Community budget.
This will give the EPé a great source of strength that is at present
lacking in the EEC, because the EPC will have access to the
necessary money that it needs to carry out its functions, some of

which will be undoubtedly expensive,

_ fhus the EPC could pay, from its own tax resources,
for a large science and technology budget; for the activities of
a European IRC; for the creation of a modern transport network in
Europe; for a common aid budget; for the nscessary underpinning of
the Europa and of loans raised by the EPC for its capital expenditure;
and finally for the arms purchasing board and the defence budget
which will eventually, as the national defence forces become
integrated in thé Community force, become very large. When the
EPC and the EEC merged, the same system and the same budget
could provide the means for a great expansion of regional policy,
social policy, industrial policy and other ecomnomic activities

of the Community.
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Federzl Trust Study ;Z

AN OCEANIC DEVELOPMENT COMMISSION

The European Continental Shelf should be "Luropeanized’
and the ownership and development value vested in an independent
CCEANIC DEVELOPMLNT COMMISSION.

Objective, To assume responsibility for executing an accelerated,
long-range, concerted programme to convert to practical reality
the oceans' inherent promise for mankind. -

Method. Exploitation of resources should be left to the business
enterprise sector, the Commission's role would be co-~ordinatory
and promotional, oeeklnv to accelerate the pace of development
through the sponsorehln of R&D and financial measures where the
risks ‘are too hlgh or the profits too long deferred to encourage
rapid progres The Commission should also regulate the
activities of ocean industries and police the marine environment
within its jurisdiction, In addition, it would perform certain
operational functions in support of business entervrise and
would be responsible for strengthening Europe's sc1ent1f1c/educ-
ational base in oceéanology.

Tasks

1. Accelerate the development of the seas' physical, chemical,
geological and biological resources by

- Encouraging private investment in technological
developments and in theeconomic utilization of
these resources through loans, development contracts etc

- Precipitating new -ocean technologies and enhahcing
our subsea engineering capabilities by initiating a
major underwater venture,

~ - Supporting research into all aspects of the seas!
resources, including new uses for marine products,
and ensuring that there is no unnecessary duplication
of effort, fack*lities or equipment,

- Building and operating a fleet of survey vessels and
submersibles to explore, locate and assess the economic
potential of marine resources both within and without
Europe's Continental Shelf,

2. Expand our knowledge of the marine environment and our under-
standing ot the ocean's oouncaries, properties and processes by
supporting basic oceanographic research in existing establishments,

3. Broaden education and treining in marine science and enlgrge
our pool of qualified manpower in this sphere through grants

and awards to European universities and institutes, and by setting
up a Sea College devoted specifically to the study of marine
science in &ll its aspects - legal, sccial, economic and political,
as well as scientific and technical,

L, Collect, store and disseminate cceanic information through
the establishment of a Data Handling Centre,

5. fegulate all ocean industries' activities on, avove, or oveneath
the floor of the $helf, including the conservation of living resources

6., Acquire an operational capability to rescue and salvage from
the deep=ocean floor.
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7. Bstablish and operate environmental ooservation and prealction
services, .
g, Aid pollution abatement and control,

9, Support shoreline and harbour stabilization and protection, and
the preservation of amenities,

10.Assist in the planning of industrial and urban deveélopment in
the coastal zone.

Auto-Financing,

- Primary: The sale of exploration licences and production
leases, and royalties flowing from the
exploitation of marine resources on, above or
beneath the Shelf, ‘

- Secondary: Investment, interest from loans, fees from
services, patent rights etc,

It is sound practice to re-invest at least part of the revenue
cbtained from the exploitation of non-renewable resources to

ensure an adequate and dependable flow of rescurces in the future,

The principle of auto-financing is crucial to this whole proposal.
Without the autonomy which financial independence can give, this

project would fall foul of the same obstructions impeding progress

in other European co-operative ventures,

By 1970 the British sector of the North Sea will yield £12 million
in royalties and by 1975 this is expected to reach £24-30 million,
The American Federal Government has netted more than $2 billion
from the working of the sea-floor near the United States during
the last decade, and is currently obtaining $12 million per

month from this source. It can therefore be seen that the 0DC

would, from the beginning, have an income which compares favourably

with any other international scientific organisation, Its
annual budget could inctime surpass £200 million, A large sum

of money, but not disproportionate when one considers the challenge

which must be met from across the Atlantic, the business that
would be generated, and the large span of industrial and
scientific activities embraced by such a programme, .

[
Accountabilitv, The Commission should be directly responsible
" to the Buropean Parliament, and democratic control should be
exercised by that body through the power of appointment and
dismissal,

LAURANCE REED, July '68

A I AP PRy T T8 I e T e =y

= e T —r—

= iyt T
“a




3
L —

Institutional Study Ggoupcf

INSTITUTIONAL REFORM BY STAGES

The tasks we have outlined for an expanded Community in the previous

chapter have importent political implications for its future structure.
We cnvisage a considerable inercasc both in the range and importance of the
activities of the Community and hence the need for much stronger Community
institutions. These will in any case be required by an cxpanded Community
containing ten or nore members if the greater spread of their interests is
not to result in an inability to rcach agreement.

This, however, is only onc aspect of the structural changes that will
bo required. As morc power is comcontrated in the hands of Community
authoritics, so it will be esscential to cnsure that their activities are
subjected to effective scrutiny and control, and their decisions. taken only
after an opportunity has boon given to all interested partics to state their
views. 4&n incrcase in powor at the Community level also will meke morc
urgent than ever the creation of offective regional units of government, and
othor measurces to ensurc the greatest possible participation by the citizens
of the Comunity at all levels of decision-making in society, ranging from
local government to the swmit of the political system.

Nor is this merely a matter 6f reshaping the formal institutions of
governnient. It also implics a much greater attention than has hitherto boen
given to the opportunitics for participation in political partics, trade
unions, industrial trade associations, other profossional bedies, as well as
at places of work ~ whether factories, farms or offices - and the many other
institutions and groups which impinge on the daily lifc of the citizen. In
this contoxt the pressurc that cmerged during 1968 among university and
college students for a much greater say in the running of thesc institutions
of higher learning werc o roflection of what is already felt to be a growing
noecd in socicty. They were at tho same time a welcome sign that groups of
deternined individuals can still make an dimpact on the shape of our society,
complex though it has bocome, and remotc though those in authority sometimes
appear to be.

A nojor restructuring of the political systems of the countries of western
Europe is therefore required. It will not be casy to achieve, and undoubtediy
it will take time. So far cur political institutions have swwn themselves
remarkably resistant to change. While innovation hos been guoing on apace in
other areas of socicty, all toc many of thom have stood still. But as the
tenpo of change increases, it will more than ever be inmportant to adapt our
institutions to new circumstances. We are now in a situation in which we need
to anticipate future problems unless they arc to overwhelm us,

In the context of an expanded and evolving Community the first priority
will be to develop institutions at this new level of government which are
effective, responsive to change, and subject to proper c.ntrol. The first
gtop towards this is to have a clear picture of the type of institutions which
will be required, bearing in mind whad oxists olready, what national govermments
can be persuaded to accept in the short to medium term as acceptable reforms,

: /and how
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and how thege could be used to open up possibilities for further changes as
the process of integration itself develops. ‘

dg far as the formal institutional development of the Gommunity is
concerned, it is clear that particularly cereful attention has tc be paid to
those organs which teke decisions. At present this function is performed by
two bodies - the Council of Ministors and the Commission. The Council is
made up of reproesentatives of national govermmonts and is the body where all
important decisions are taken. Preparatcry work is carried out by a group of
senior officials known as the Comittee of Permanent Representatives. It is
they who now undertake a great deal of the hard, slogging discussion that
precedes agreement. Bven when this is mached round their own table, however,
it still has to be confirmed by the Council.

If the Council disposes, it is the Commission which proposes. This is

a bedy of fourteen members who, theoretically at leust, are nominated by all

the member governments acting in agreement. In practice each government
nomiates the requisite number of its own nationals, and expects the other
governments to agree. Nevertheless, onco zppointed the Members of the Commission

arc formally forbidden tc solicit or accept instructions from eny national
government. Their task is to seek to identify the common Community interest,
and having done it tomake a proposal to the Council. This body, in turn, is
obliged to take the Commission's proposal as the basis for its oun discussion,
unless by & unanimous vote it rejects it. This in fact very rarcly occurs.
The Coimission is therefore the initiator of Community legislation.

The cruecinl elcment in this decision-making is the dialogue betwecn the
Comaission, as a representative of the general Community interests, and the
Council as o r.presentative of thoe constituent member states. It is crucial
for a number of reasons. In the first place, it gives the Commission the
initiative in implementing the Treaty. Secondly, it allows it to perforn a
very important brokerasge role in finding ways <f roconeiling national interegts.
Thirdly - and this is its most important aspsct - it provides a mechanisn which
con be used to transfer authority, over a pericd of time, from national
authoritics to Community authorities, 7

The way the mechanism functions is heavily dependent, of course, on the
general state of relations oxisting at any given tiue between the member states,
In the first phase of the Common Market, between 1958 and the ond of 1962, for
instonce, when conditions were very favourable in this rospect, the Commission
was able to teke a very prominent part in the decision-making process, and at
the same time acquire considerable additional powers for itself. Since early
1963, on the other hand, when therc have been marked tensions within the
Commmunity, the Commission has found life muchmore difficult. Incrcasingly
decisions have tonded to ke the form of the lowest common denominator
between different national positions. & classic exomple of this was provided
in the decisions taken on milk and sugar prices. What happencd was that the
high~price countries agrced to accept cach othor's demands ~ with the result
that highly uncconomic price levels were agreed upon, in spite of the Commission's
warning about the likely conseguences. A year later the process went a stage
further when intervention price levels were agreed for milk whichwried from

/country to
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country tu country: a negation of the idea of a cormon narket.

Ip both of these instances the Community interest to.k second place to
crude bargaining between the member states. This is always likely to happen
when the Cormission is in o weak position and it points to the need in an
enlarged Community of finding ways to ruinforce it. In more general terms it
would aslo be logical to seek a stronger role for the institution representing
the Community interest as the precess of integration itself advances.

At present the Comuission is in a rather wezk positon when the nember
stetes find themselves in srious conflict. It derives its suthority on the
one hand from the Treety - which itself is an instrument of the member states -
and from the confidence that the governments place in it. Ultimately,
thercfore, it does not have any gource vf authority other thanthat which comes,
directly or indircetly, from a national source. It is formally resp.nsible
to the Buropean Parliament - an indircctly elected body of 142 parlicmentarians
from the six countries. It does not, in other wordg, provide any roel
alternative source of legitimacy for the Commission, nor any effective counter-
weight if the Commission attracts the displeasurc of the member governments.

In terms of strengthening the role of the Commission in the future,
therefors the most important problem ls to find sone way of underpinning its
authority and moking it less exclusively dependent on its prosent masters.

One way of doing this would be to cunvert it into a body dircetly clected by
the citizens of the Community, or to usc the model of the United States and
have its president so clected, with power subscquently to nominate its other
members.  Such a sclution, however, would clearly be unacceptable at the
present time to the member states. It moy be that at solie poiny in the distant
future the Community will have evolved to tho point when this would commend
itself as the right solution. For the time being, however, a difforent mothod
has to be found. If direct clection is excluded, an altcrnative is an indirect
process of clection. The body which could perform this function is the
Eurcpean Parliament as the institution which ropresents {though indirectly at the
present time) the citizens cf the Community countries. Bwen this, however,
night prove tolke too radicel a step and it would have the disadvantage of
rnaking possible the eloction of a Commission that was quite unacceptable to

the member governments. In this case the decision-moking apparatus might be
deadlocked.,

The solution to this problem is tole found in o nominating process to the
Cormission in which both tho naticnal govermments and the Europcan Parliament
would participate. There are varicus weys in which this could be arranged.

& mininum first step would be the submission by the Couneil of its list of
nomineces to the Parliaomnnt for a confirmatory vote. Initially this might take
the form of negotive confirmations, that is, the proposed members would be
appointed unless a majority (or a weighted majority) of the members of the
Perliament dissented. Even this modest degree of participation would give
much more substance to thoe Parliament's right of dismissal; for it would then

have a guarantee that the Council w.uld not merely reinstate the outgoing members.

/ At a sccond
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At a second stege the Parlicment's role c.uld be incrcascd. %That is, the
list submitted by the Council would need its positive confirmotion before being
appointed. This could give both the Commission and the Parliament a much
stronger position in any conflict with thoe Council - especially if, aos
is sugpested below, the Parliament werc to be a dircetly~-elected body.

Beyond this stage it is possible to envisage a scries of further steps
which would cventually lecad to the direct cleetion of the Commission by the
Parlioment - with the Council initially having a similar confirmatory role as
that sugpested carlicr for the Parlisment. In other words, an cvolutionary
process could be set in train which would lead to a progressive reinforcement
of the Commission's political role as the integration itself advenced. {(See
Table 1). The commission, however, would not acquirc complcte autonomy
with respcet to tho membor govermments until an advanced point on the scale of
integration: a recognition of the fact that for a considercoble time to come
the nation statc is likely to rcmain the prodominant element within the
Com:unity's political system. For the forsecable future is is clearly neccssary
to ensure that the members of the Cormission continue to enjoy the positive
support of tho mcmber govermments, cven if the initiative with regard to their
nomination passes, as is suggested, into the hands of the European Porliament.

& similarly progressive system can also be envisaged with respect to the
legislative and budgetary powers of th. Commission. The key clement here is
not so much an upgrading of the powers of the Cormmission itself, which would
continue to have as its primary fonction the formulzticn of poliey proposals -
but o change in the role played by Buropean Parliocment. At present this body
is nerely consultod by the Council before it takes o deeision cn a Commission
proposal. The ministers are under no obligation to teke any acccount of the
views oxpressed by the Parliament, and frequently these are ignorede

A first step away from this situsotion would be to oblige the Council to
subnit its own policy decisions to the Parliaﬁentlbefore they were finally
enacted. Here again, the initial procedure might'consist of a similar type
of 'negative confirmation' as alrcady proposed for the nomination of the
members of the Commission. This would mean that Council decisions wore
approved unless there was a positive majority against them. At a second stage,
corresponding to the next step in the scalc of integration, positive confirmation
by o majority vote would be required. Beyond this point, the relative roles
of the Council and Parliament could be reverseds That is, the Commission
would present its proposals to the Parliament rather than the Council, and
the latter's role wieuld then become more akin to that of a secund chamber.

Its positive approval would be required for ths legislaticn or budgetary
measures proposed, but at this stage its role would have become a distinctly

secondary one.



TABLE 1

Scale of integration. Role of national Role of Acle of

governments. Parliement. glectors.
1. (Present situation) Lppoint all Nil Nil.
2. Appoint all Negative

confirmation (a)

3. Nominate all Positive
confirmation (b) it
dr Nominate sone Hominate some
and ccnfirm. i
5. _ Propose candidates. Sclect and confirn. i
6. Joint participation in
electoral collego.
(various procedures could "
be cnvisaged)
7 Positive _
confirnation (b) Elcet Presidont/ "
all nmembers.
8. . Hegative
confirmation (z) ditto. "
9. Nil. Nil. Direet clection.

(a) Appointed unless (weighted) magority against.
{b) Not appointed unless (weighted) majority in favour.

Clearly the time scole required for such an arolution is more likely to
be neasured in terms of decades - or more - rather than in years. There is no
reason, however, why the legislative procedure for all policy matters should
be the same. It is already the case that the Gommﬁnity's legislative powers

over different policy fields vary widely. Whercas, for instance, it has
substontial powers in agricuitural natters, it has very few in the field of
social pblicy. It is clear that in the future, cven in those arcas vhere

the menber states agree to take acticn in comuon, that they wili be far more
hesitant in giving the Commission direct powers than in others. One can imagine,’
for instaﬁce, that they might -~ at some future point - be willing o allow matters
"affeeting the customs union to be handled in a way that would certeinly not be
acceptable for more sensitive areas of national policy such as defence and

foreign policy. The aim would therefore be gradually tc build up a sector of
tho Cormunity's iegislative activity in which the. Commission-Parlisnent
relationship was the erucial factor. Once this principle was accepted one

could expect a gradual cxtension of it over o period of tinme.
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This type of development w.uld clearly place imch more responsibility
on the Buropean Parliament, and also give it much more work to do. It would
in fact give it a rola akin to that at present being formed by mtional
parliamentory bodies. There are some who argue that given the wecknesses
and defects of such bodies, which are a matter of widespread concern
throughout western Europe, it would be foolish to place so much emphasis in
Cormunity structure on a type of institution whose merits are now being called
in question. Those, who put forward this view howover, have not - as yet at
least - produced any convincing alternative. In terms of current democratic
theory it is very difficult to envisage any viable type of imstitution to
perform the duties of legislative scrutiny and supervision of an cxecutive
thet is not based on some type of representative prineiple. It may be that
undue emphasis has been placed on the role of a body represcnting the
generality of the individual citizens, and that the functions of bodles
representing or.anised groups in socicty should in future be upgraded, as they
have been in Yugoslavia. It may also be that in western Burcpe we have been
unduly influenced by the Facist experisnce of the corporativist state - which,
in theory at least, reploced a conventional assembly by a body noninated by
groups. In that case, however, the experiment was conducted under very speciesl
conditions: a monopoly of power by cne party under the aegis of a dictator.
In our own type of pluralistic systom there is certainly room for moie
experiment with bodies representing interests. They already cxist in
several of the ocuntries of the Comuunity (though not in the Federal Republic,
vhich in this respect is like Britain), and there they have been given a
consultative role with regard to legislation. Such a body also exists in the
Comimnity: the Econonic and Soecinl Committec.

4t present this Commitiee is formally nominntoed by the Cauncil of Ministers
on the basis of namcs submitied by national governments. The procedure for
the compilation of these lists varies from country to country, but in all
cases the members consist of representatives of interest groups: farmerg!
organisations, industry, the trade unions, the professions and so on. The
Committee, which consists of 101 ¢f thesc representotives, has no right of
initiative. It con only formulate an opinicn about proposed legislation if
it is asked to do sos. Like the Burcpean Parliement its opinions are not
necessarily taken into account by the Council: their imporitence in terms
of influence upon ultimate decision is generally slighte.

Much could certainly be done to make the Econcmic and Social Committee
a more meaningful body. There is no very good reason for instance why the
national governments and the Council should contimie to determine its
membership. This function c.uld more properly be performed by the Community-
level interest groups (which now exist for virtuslly all the major catesories
covercd by the Co.nmittee's present membership) who could propose members to the
Commission. 4t the same time tho Comimittee should autumatically be consulted

on issues concerning the econovmic union. It is a matter for discussion whether
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its powers in this respect should be upgraded to parallel those proposed for the
Parliament, This, at all events, is not an immediate issue,

The composition and method of election of the Parliament is, in contrasi, a
matter of the utmost importance. It has already been suggested that the powers
of this body should be very substantially increased over a period of time, and
that this can be done in a series of stages. In order to perform these functions
effectively, however, it is vital that the Parliament should be a body truly
representative of the citizens of the Community. At present it cannot claim to
be this, This is not so much due to the fact of it being an indirectly-elected
body, but rather because several of the national parliaments have rigged their
system of electing members to it to exclude extreme parties, and in particular
the Communists., In this way about a quarter of the French and Italian electorate
is in practice disenfranchised: they have no representation in the European
Parliament, ‘

The existing treaties already in fact make provision for the introduction of
direct elections to the Community Parliament. XNo timetable has been laid down,
however, for such elections and agreement on the details has first to be reached
by the Couneil of Ministers and then ratified in each member country. As long
ago as 1960 the Eurohean Parliament itself drew up a draft Convention providing
for a two-stage phased introduction of direct elections. In the first stage,
which it was suggested should correspond to the transition period of the EEC, the
membership of the Parliament would be raised to 426 members, two thirds of whom
would be directly elected, the remaining third to be nominated (as at present) by
the national parliaments, Beyond the transition stage all the members would be
directly clected, During the first of the two stages the elections would be held
according to the respective electoral systems of the gix countries: subsequently
the aim would be to have an electoral procedure 'as uniform as possible'! through-
out the Community.

The proposal was duly transmitted to the Council of Ministers, since which
time nothing further has been heard about it., From time to time individual
national parliaments or governments seek to reinstate the problem on the agenda of
the Community, but in the present situation it is clear that there would be
fierce opposition from the French government - not to say some hesitation on the
part of others - to take such a step.

Direct elections nevertheless remain a crucial element in the future
ingtitutional development of the Community. Once they were instituted it would
not only greatly reinforce the authority of the Parliament, and indirectly the
Commission, and at the same time provide one channel of direct involvement in the
affairs of the Community for the individual citizen, but would also trigger off
a series of other developments. At present, for instance, the political parties
in the six countries are still essentially circumscribed by their national
boundaries. A number of them - the soecialigts, christian democrats and liberals,

for instance - do have an increasing network of trans-national links, and within
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the Buropean Parliament they are organised in party groups rather than in purely
national delegations, WNevertheless, the amount of feedback from these Europesan
activities into the daily 1ife of the national parties is extremely limited.
This is entirely understandable because they remain basically organisations for
the mobilisation of support in a purely national context, and the prizes they
offer to their members and supporters are still almost exclusively to be found
in the national political arena., In this way they are much more firmly bound
into the naticnal state than interest groups, whose Community-level structures
are now considerably more advanced than those of the parties.

The institution of direct elections to a Buropean Parliament is the only way
in which this situation could be changed. It is nevertheless generally agreed
that by themselves direct elections might have only a slight impact unless at
the same time the powers of the European Parliament were increased. Unless this
body is seen to exercise some real influence on policy—making it will attract
1little attention either on the part of the politicians - who, understandably,
tend to gravitate to where power lies - or the citizens in the Community at
large.

The two reforms, therefore, must necessarily form part of the same package of
reform, One can in fact cnvisage a number of items for such a package - the
institution of a partial system of direct elections, the inclusion of the
parliament in the nomination process for the members of the Commission, and an
upgrading of its role in legislation, A further refinement would be to introduce
a greater degree of flexibility into the arrangements for the institutional
development of the Community. At the moment any substantial change can only be
effected through the cumbersome procedure of unanimous agreement in the Council
of Ministers follwed by national ratification. This is in part justified, how-
ever, by the absence on the Community level of a truly representative parliament-
ary body., Once this had been created, it would be advantageous to allow at least
certain future institutional changes to be decided by the Community institutions
themselves. A spceial procedure could be worked out for this, following one of
the models for the enactment of legislation that has already been suggested,

At the same time it would be worth considering if some degree of automaticity,
or at least a time-table element, could be built into the structure on the
pattern of the arrangements for the achievement of the customs union which were
written into the Rome treaty. A definite date could, for instance, be set up
for the introduction of fulle-scale direct eclectiong, at which point the
Parliament would automatically acquire the right to nominate a certain number of
the members of the Commission (see Table I), and when also its confirmatory vote
would be required for all legislation lying (for instance} in the sphere of the
economic union,

The aim of the first stage of an institutional transition period, in short,
would be to build up the authority of the Community elements in the institutional

structure to a level at which they participated on equal terms with the national
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governments in the decision-making process. Beyond that, in a second stage, the
aims would be to give them a predominant role. Before moving on to this second
stage - which would involve the nomination of members of the Commission by the
Parliament, and its acquisition of a commanding position in the legislative process,
it could be arranged that a new treaty would be required, thus giving national
parliaments the ultimate say in determining the pace of the Community's in-
stitutional evolution,

Such a development, however, clearly belongs to the relativsly remote future,
In the meantime the fundamental problem is to work towards a situation in which
the first steps can be taken, In this context it may well be that the crucial
factor in the situation will be provided by the problem of financing the Community.
So often in the past the need for money on the part of the ruler has been the
lever by which assemblies have been able to increase their own authority, Today
the Community is financed very largely by national governments from their own
budgets. Already, however, part of its resources come directly from the proceeds
of the agricultural levies collected on imported foodstuffs. There is also a
provision in the EEC treaty (Article 201) that the Commission shall meke proposals
with regard to it becoming self-financing from the proceeds of the external
tariff, once that is in operation, That situation hag now been reached, and the
Commission has in fact already made one attempt- in 1965 - to persuade the
Council to adopt the measure foreseen in the treaty, That attempt failed, but
the case for implementing that part of the treaty has now become much stronger,
not least because as long as the member states themselves pocket the proceeds of
the external tariff there has in any case to be some method of sharing out its
proceeds among them,

Another aspect of this matter is that the member governments are now under
growing pressure to pool their resources to ensure an effective and concerted
effort in the field of the new technology. If they are to do this, however,
they will have to increase their contributions to the Community budget. Although
at present this represents only a small fraciion of their national expenditure
any expansion of the Community's role will tend to increase it, and thercfore
raise in any increasingly acute form the problem of budgetary control., National
parliaments will find that more and more of their constitucnts' taxes are being
diverted to purposes over which they have virtually no possibility to exercise
their traditional functions. This problem of large sums of money escaping their
serutiny would become substantially greater were the governments, for their part,
to agree to the direct financing of the Community's activities from the proceeds
of the common external tariff,

A convergence of pressures from a number of different directions is there-
fore likely to create eventually a situation in which national governments will
be forced to reconsider their attitude to the present institutional arrangements
within the Compmunity. This day could be materially hastened if more of the
national parliaments were to follow the lead already givén by the Dutch and German
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assemblies who have made it clear, in the context of the discussions about the
financing of the common agricultural policy, that they will not agree to the
procceds of the levies going directly into the Community treasury unless measures
are taken at the same time to ensure effective parliamentary control at the
Community level of their use, For the time being the national governments have
been able to sgkirt this problem by agrecing to keep 10% of these receipts in
their own hands, but the future of these financial arrangements remains on the
agenda, and sooner or later a definitive solution will have to be found,

It is not difficult therefore to envisage a situation arising in which
national assemblies, if they so chose, would be able to exert a decisive impact
on the future of the Community's institutional development., As it is, the
member governments of the Community have undertaken a fusion of the existing
treaties within a period of three years from July 1967 {(when the executives were
merged) and any new treaty will require ratification at the national level. It
nay be that, in the present situation, the merger will be delayed, There are
now an increasing number of issues of which this is true, but once the log-jam
breaks, the Community will not be able to go much further without facing these
budgetary and institutional problems.

From the point of view of potential new members of the Community these
problems have to be faced too. There can be no doubt that were Britain and
several other countries to be admitted into the Commﬁnity with its existing in-
stitutions, the whole process of arriving at decisions would become much more
difficult, Around the Couneil of Ministers! table the spread of interest to be
reconciled would be much greater, and it would almost certainly be nccessary to
maintain the Commission at its present size of 14 members (as opposed to the
original nine members of the EEG Commission). As recent cxperience has shown a
body of this sizs is in itself a much less effective organ for decision making

than its smaller predecessor.
In the perspective of an cnlarged Community it is therefore all the more

necessary to envisage a strengthening of the institutions on the lines that

have been suggested, From the British point of view this would certainly be
oppoesed by those who cling to the notion of national sovereignty. On the other
hand it would offer a solution both to the problem of ensuring that extension of
the Community did not result in immobility or impotence, and alse that of the
present weakness of the parliamentary element within the existing siructure,
Athough some of the eriticisms that have been made about the bureaucratiec nature
of the present Community go too far, it is true that the present situation is
unsatisfactory from this point of view, The strong British attachment to effective
vot democratic government could do much to correct the current imbalance between
executive and parliament in the Community. It is therefore all the more
important that we should clarify our minds about the problems to be faced, and
the solutions to be offered, before we join, Constructive thinking on this gide

of the Chamnel about these issues could do much to encourage those within the
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Community who are concerned about them, and convince them that British entry
would reinforce, rather than debilitate, the structure on which they have placed
their hopes.

R.Pa—
June, 1968
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I TOWARDS A POLITICAL COMMUNTTY OF EUROPE

The European Community is in a state of crisis. Externally, the crisis
is exemplified in President de Gawlle's now familiar stance of berring ~
on inéreasingly implausgible pretexts = entry to Britain and the other appli-
cant countries, Internally, the crisis is perhaps even more ingidious as
paralysis creeps over the Community.

Undoubtedly the destinies of the six Community countries are more
clogely intertwined than a decade ago, and iﬁ a mannef inconceivable 20
or 30 years ago, There are close and continuing links between their min-
isters, parliamentarlans and officlals; more important, their businessmen,
industrialists, trade unionists, school teachers and many other profegsions
are increagingly thinking and acting within a wider European‘framework;
most important of sll, the age-old suspicions between the peoples themselves-
end -especially among the younger generations - are being gradually replaced
by a new sensge. of European identity, though it is arguable how much this .
trend has been slowed down or even reversed by the resurgent nationalist
sentiment of recent years, _ _

But there is a long way to go towards that 'ever-closer union of the

peoples of Burope! sought in the preamble to the Rome Treaty.

.

Customs Union: there is a customs union of the Six,‘compleﬁed in essentials

last July, but the completion of the necessarily concommitant trade and
transport policles is fraught with politidal difficglties. The common agricul~
- tural policy is threatened with collapse barely before it has fully entered
into force, The customs union will no doubt survive, and the worst imbalances
of the agriculturasl system remedied, but probably be means based more on
national than Community lines. The irony of the situation in this field ig-
that any fundamental restructuring of Community agricultﬁre should éoncen;
trate production where it is most economic - which in large measure means

in Ffance. Such is the mistrust between the six govermments and such the
degree of retreat into national egoism < with France in the lead ~ that

this prospect of cheaper food for the European consumer is unlikely to be

gooh achieved,



Economic Union: continnation of the present deadlock can only result in a

further running down of momentum, ¥No doubt certaln technical agreements
are possible in various fields, But tiere is now little hope of coherent
and adequate Community programmes emerging for industrial structures,
regional development, technology, international monetary policy, company law,
patents, or possibly even for the elimination of fiscal and other non-
tariff barriers to trade between the Six, The risk is great that, failing
progress in these fields, the customs union will be crippled at birth,

The danger is, indeed, that the present trend towards building up great in-
dustrial fiefs on purely national lines - in motors, petroleum, aircraft,
etc. — will nullify the attempts to form a true common market, This could
be fatal to any hopes of meeting the American challenge,

Political union: of this we sée no sign

Four cruweial historical factors underlie the present crisis.

1. The dimensional guestion

Without cavilling over the past, and certainly not agréeing with those who
argue thét Britain is paying for past errors - for &ll Europe is paying -
we must recognise that Britain is essential to Furopean unity, We must
recoghise too that Britain has changed and is changing still, In 1950 she
was sbtill dazzled by the afterglow of empire; now her vision is clearer,
Inside Europe, Britain could contribute an importaht -~ indeed vital ~
industrial, technological, cultural and political dowry. Only inside
Europe can Britain avoid becoming a Trojan horse, or, in a more modern idiom,
an assault carrier for an inevitable American occupation of Europe, Only
with Britain inside can the Community achicve the economic and political
balance essential for its future, or strength to match the super-powers.

2. The institutional ¢uesgtion

Institutional weaknegs 1s one of the causes of our present discontents -
the currently unwicldy commission of reduced politieal fdrce, the in-
effectiveness of the European Parliament, the lack of democratic control
over the Council of Ministers. But stronger institutions are no answer

~to lack of political will, and too rigid;lfrﬁmework could be as much a

danger as too loose a one,

3e The ideological question

The Rome Trsaty relied too much on the hope that conpetition across fron-
tiers would resghape the national economies to fill the dimension of the
Common market, True, the need was to break down outworn attitudes, prace
tices, interests and barriers, and for that a fairly heavy weapon was need-
ed, For this 'destructive! process too it was possible to set 2 timetable,
Now, the need is for constructive talents to build up concerted policies 4o

develop industry, technology snd society itself to fit the new pattern of



Europe, To do this to a timetable is less easy, above all when given.
the pace of technological change. Hurope must establish its economic,
political and social prograrmes on agreed principles and with precise

aimg, but at the same time incorporating the sbility to amend the aims
shd the means in the light of developments, '

4. The democratic guestion

Perhaps the most depressing aspect of the pfesent Comﬁunity systen is the
lack of popular appeal. The faiiure to enlist the peoples of the Six
ig a eritical weakmess, but it reflects the parallel discontent with

- governmental structures within the national states. Government from
Paris, London or Rome seems remote enough to the avérage citizen, and
‘a5 long as the Common Market appears to most Gommuﬁity cltizens as an
even more remote .group of anonymous officizle in Brussels, and as long
as common policies appear to mean low incOmeé for farmers, high food
prices for consumers, unemploymant for miners, or regional decliné, then
European unification will have‘little appeal to the average citizen,

A new road forward

Because of the veto right enshrined in the Rome Treaty and its unrelente
ing exploitation by the Gaullist government to block both enlargement A
of the Community and its internsl integration, Iittle immediste progress
can be expected of the present economic Communities, The one veto pro-
vokes others and a chain reaction of negativism results, So we must move
forward in other fields. Just s British rigidity in 1955 prevented
the emergence of a wider Buropean unity emerging then,'SO French intran-
sigence today ﬁhreatens both further advance and, through the chain resc-
tion effect, even the full exploitation of what has already been achiev-
ed, For these reasons we have no choice but to seck a new road.forward
to pull Europe out of its morass. l

Certain fields of action are wholly or partially-blocked by being re~
served to the Rome and Paris Treéties. It is right tﬁat what exists should
be preserved as much as possible, and so we must turn to other fields -
foreign policy, defence, cqltural relations ~ and to the monebary and tech-
nological fields which are logicallj though ﬁot textuzally wholly within
the Community framework means that 1itile progress will be achleved, and
what is achieved will be only partially‘European ~ and only partially
effective, To try to limit thése matters to the existing Communities ~
assuming that the six could themselves agree on what %o do - would in-
evitebly exclude Britain and the Scandinavians; to deal with them in a
wider framework need exclude no one, for France will have freedom of choice,
whether or not to take part, |

The time has now come therefore to build a political Community modelled
on the successful aspects of the existing Communities, and one which, when

the time is favourable, can be merged with the three existing Communities,
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An element aspentinl to this politicsl Commmnity is tha suprohationnl principle
not adequately entrenched in the Rome and Paris Trecties.

The politieal community of Furope

To point the way forward in the political ficld is less easy than in the
economic field, for there are no easily discernible 'customs barriers! to
breck down between the nation states and one is immediately faced with the
gort of problems which, after ten years of tariff dismantlment, the Community
of Six now faces in more complex fields of economic, financial and indus-
trial policy. For this very reason, it is all the more essential to spell
out the aims at the beginning, setting a 10-12 year timetable wherein the
basic framework of a politically integrated Europe can be achieved,

The tripartitc diviaion of Council, Commission and Parliament (plus,
of course, a soparated Court of Justice) should be retained, but with signifi-
cant changes from the present division of powers and funcﬁions.

It would be essential thait 21l policies agreed zare submitted to demo~
eratic control, with all decisions by the Council subject to parliamentary
ratification and with parliamentary review also of the administrative decisions
delegated to the Commission., Full televisiop and radio coverage of parliomen-
tary sessions should be provided in all member countriés, while access for
the public, press and broadcasting to parliamehtary committees should be
guaranteed,

Representative Government

The regional element is essential to a political Community. Throughout
Western Europe the increasing centralisation of “the nation state is under
attack, especially where the states - the United Kingdom, Frence, Belgiom,
Italy, - themselves include more than-one distinct linguistic or cultural
Eroups, |

The answer to the complexity of modern society and government is not
to be found in the ‘'abolition! of government, whether through the simplist
propogitions of the anarchic left or of the extreme laissez~faire right,
Present circumstances demand, on the one hand, the unification of Europe
(and other mojor world regions) and, on the other, the devolution of much
gocial and economic decision-making to the regions, giving a tripartite
Community struecture: regional, national and Furopean, What is needed is a
radical reappraisal of the structure of the state as it has developed in
EBurcpe in the past two hundred years, for existing structures can no long-
er cope with the demands of our age.

Immediate steps towards the construction of the political community
 of Turope can only be taken by the national states. Internally, devolution
is already under way, Internationally, the proposals put forward should in-
clude clearly defined areas in which progress could now take place, in a

package to include the development of common policies in the fields of



-technology, currency, foreign affairs and defence, on linesfelaborated later
in this document, It is essential that, from the beginning,'a timetable

‘is agreed for the transitional sbages towards full competence of its author-
ity in each of its fields_of competénce, and porticularly the stage at which
the qualified majority voting rule applies.

Feirly gubstantial finencinl resources would, in due course, have to be

at the disposal of thé new_quthdrity to finance the.adtivities of the
projected technological community, the Europeah defence.organisation, and
external trade and aid activities with both Eastern Europe and the

under-developed fegions of the world,
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ITI A TECHIOLOGIGAL COMUIEITY

One field where the Comnon Market has so far failed completely is
in tackling the problems associated with the 'teéhnological gap! be-
tween Europe and the U,S.A. There is no lonpger any doubt that the‘ a
gop exists and it appears still to be.growing‘despite increased efforts
in Western Europe to meet the challenge,

The gap does not seriously affect living standards in Europe, But
it resvlts in American control of an inereasing proportion of the fast-
est-growing most advanced branches of industry, and also in the brain-
drain - not only to the USA but also to American subsidiaries in Lurope.
However beneficial some of the immedinte economic effects - the import
of knowhow, modernisation of management and production methods - the
implications for the future are alarming, When %, Harold Wilson said‘
Europe world be condermed to an industrial helotry his language may
have been colourful but in & twenticth cemwry context not inaccurate,

There are many reasons for this state of affairs, Some, chiefly
educational and sociclogical, e.gs low numbers in higher education, un-
willingness to accept change, are undoubtedly extremely important and
lie ot the root of the matter, but even with immedicte action now it
is clear that they can only be transformed over a period of many years,
Others, more techhical, such as nethods of diffusion of new techniques
and managment attitvdes in general, are already being tackled, though
not often enough at the European level, zad much is being learnt and
applied, ' ‘

Size - not as a panacea but as an indispensable part of any solu-
~tion - is still however the bizgest immediate factor, And it is unfor-
tunately the case that despite nearly two decades of endeavour in Eur-
ope ~ and particvlarly amongst the Six - to remove the claustrophobic
effects of national frontiers on indusiry, the Americans still invar-
iably have the advantage in size, Even where European integration has
gone farthest - in enlarging the markets - the Americans retain the ad-
vantage, though the merging of the EEC and EFTA would give Europe 2
market approaching the purediasing power of the U.S. market itself,

Yet the enlargement of the market - Europe's major achievement -
is still in practice, and particularly for advanced tcchnology, more
apparent than real. This is because 'buy national! policies based
largely on public procurement, remain in force almost everywhere.

Bqually serious is the faet that the existence of the bigger mar-
ket in Europe has done little or nothing to stimilate the creation of
much larger Europecan companies, egual in size to their American com-

petitors. Onece again the Americans have been nore sueccessful in crea-



ting single companies which stand astride Rurope's myriad fiscal, legal
and other frontiers than the Buropeans themselves, However, though
fiscal and legal barriers deter companies from combining across fron-
tiers, for the larpe firms in Burope, or those with a key role, the
chief obstacle is in reality political, Governments too often actively
discourage, sometimes even prevent Evropean mergers and seek national -
ones instead, Mot only is this frequently in conflict with commercial
and industrial advantagé, it also perpetuates many invisible nztional
frontiers, renders Suﬁsequent European mergers more difficult, and re=-
sults in units which while dominant in a nalional context are still
too small to face world-wide competition,

The biggest single disparity however is between the size of gov-
ernment support for Research and Development in Europe and United
States federal expeénditure on Research and Development, Lacking a
federal govermuent, Evrope of course has no equivalent to this, -Not
only does the U.S. government contyribute a higher proportion (about
two~thirds) to total Americon R and D expenditure than any Buropean gov-
ernment = only France comes near it « but the actual amount provided
is well over four times the sum made awailable for all R. and D. pur~
poses by Buropean governments individually, {U.S. government about
#14 billion out of #21 billion all sources 1964; W. Burope governments
about #3billion out of ¥5.3 billion) It is worth adding that U.S. gov-
ermment finsnced R, and D. is far more concentrated on a few sectors -
space, nuclear, aviation, electronics; and that far more R, and D. is
carried out directly through industry than in Europé vhere government
institutes are common, '

ELDO, ESRO, CERW, tHe Concorde and similar projects are all ate
tempts to face this American dominance; Turatom too, though conceived
in a different context., Britain has however now effectively withdrawn
from both ELDO's and CERN's future metivity, and Italy from ESRO's,
Euratom's common research programme is in rractice in addition to, not
instead of, national programmes and though the Six have snent al@ost
as ruch (and proportionately mere) on eivil nuclear research as the
U.S.A., the Community has plans to build only one-tenth of the nuclear
power capacity currently on order in the U.S.A.

Though the French backed out of the Anglo-French variable geometry
plane and both British and Irench govermments wished at different times
to abandon the Concorde, Anglo-French aircrafi co-ope ration looks Llike
succeeding with both the Concorde and the Jaguare

Successes like these are however rare and even they éan be no more

than holding operations, at best preparations for a permasnent association



in the future, Agreements on ad hoe projects or institutions limited
to one sector, are hamstrung by the conflicting requiremehts of keeping
costs down while providing sufficient inventive fto member countries in
the form of‘cbntracts for them to wish to contime as members, Always
dependent on governments for funds, permanently exposed to the templa~ .
tions for their members to turn to cheaper American knowhow or material,
guch joint undertakings are congantly uncertain for their future,

Only a conscious and imaginative effort on a European scale can
put our continent back into the technological race, A Technological
Pool is required to cover all joint projects and provide the possibility
for all member countries to take fair shares out of a larger cake without
each needing to participate in all projects. Membership should be perman-— A
ent, funds should be assured if possible through an independent source of‘
revenue, but at the very least (perhaps initially) by five-year rolling
budgets, The Executive should be responsible to a European parliament
and its decisions subject to approval by qualified majority vote of meme
bers govermments,

A Pool of this sort would not be exempt from rnational rivalries,
but the wider scope of the agreement would provide greater possibilities
for package deals - source of most progress in the EEC. Freed frcm the
requirement to split every contrac¢t into numerous national shares, projects
could becoms more economic,

The Executive could also exploit the Pool to tackle some of the areas
hardly touched at present, for example, oceanology where the successful
exploitétion of vast undersea rescurces will be directly related to the ;~
scale of research and development finance available, It could deliberate-
ly encourage the creation of Buropean consortia by refusing to grant major
contracts to companies where only one country was represented, It gould
centralise work on the adoption of common standards - important for com-
puters; stimulate rapid diffusion of new innovetions; act as intermediary
to bring together prospective partners in different countries,

Lastly, and above all, it,could tackle the déep-rooted practice of 'huy
national"policies, replacing these by 'buy Buropean' agreements, Joint pro=
curement agreements in which, for example, publicly-owned electricity author-
ities in Europe would standardise on a very few nucléar reactors developed
by common consortia would provide Europe's nuclear construction companies
with the strong home base from which to compete on world markets with the
Americans, The same is true wherever the government, public authorities or
corporations are the main consumer, for example, aireraft and telecommnica-
tions and to a lesser extent computers, Orders for a wide range of advanced
military equipment should also be co-ordinated in this framework, Once again
agreement would be easier in a larger context than if each sector were to be
negotiated separately,



IIT SCIENTIFIC RESEARCH AWD HIGHER EDUCATION

No plans for technology can ignore the importance of scientific re-
search, Too often Eurqpé‘s efforts in this field are fragmented and com-
petitive instead of cégordinated_and complementary. A European Foundation
for Science and Education could help co-ordinate research, keep records of
current scientific activities, encourage interchange of information and
personnel and advise governménts on science poliey.

Linked to such a foundation a number of specialized institutes should
be set up for advance-reéearch and ﬁeaching, closely in touch with each
other and with industry, '

As pointed out earlier, the general level of education in gociety ig
- & key factor in the development and application of new technigues., In
this respect Europe is far behind the USA where over 20% of the 20-2/ age
group obitain first degrees — and far more attend university - compared with
10% or less in most European countries. The European Foundation for Science
and Education should be called on to -~ assess the consequences and to under-
line the urgency for action greastly to increase the numbers in higher educa-
tion in Europe, | .

Another function of this Foundation should be to carry out research in-
to education with a view to harmcnization of methods and'raising of standardg
and to actively encourage far more exch .anges of pupils; students, and staff
between scﬁools_and universities, '

A further field of regearch for the Foundation in conjunction with the

EEC would be the harmonization of trade and professional qualifications,

IV MONETARY POLICY

More than 'a;ly other continent, Burope depends for its lifeblood on world
trade, Taken together, and excluding trade amonst themselves, the Six Common
Market countries buy more and sell more to the rest of the world then any other
country or group of countries, With Britain and the other would-be members
in the EEB, the enlargsd group would be far and away the world's most important
trading pﬁﬁan, Its interest in maintaining world economic and monetary stab-
113ty would be overriding, | |

On the one.major occeagion when the Common Market hes acted as d single
negotiatihg unit ~ in the Kemnedy Round ~ the effect was to make possible one &
the most important'agreements for the development and consolidation of free and
fair trade since the Great Deprossion of the thirties. The Kennedy Round would
never even have been propoged had the BEC not existed; it would probably not

have succeeded, and surely not prodvced so many American concesgions if Burope
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had not been able to gpeak for the most part with a strong and united voice,

The Kennedy Round was primarily of benefit to the rich developed countries
and the real negotiation on the problems of the developing countries was in-
tended to toke place at the UNCTAD conference., But on this occasion the EEC,
still less the rest of Burope, failed miserably to speak with one voice,
Tragically the opportunity to create a ccherent trade and nid policy towards
the developing countries was lost, Success here will probably only be
possible when the Ruropean countries can overcome their rivalries and differ-
ences caused by divergent policies in the past,

The contrast between the key role which her wealth and papacities have
given Europe and her inability to play this role because of her own divisions
is nowhere more striking than in monetary policy. The FEC countries together
hold mere gold snd currency reserves than any country in the world, Yet
Europe's nearest equivalent to a common currency is the Eur o-Bollar -
American dollars held in Europe; and the dollar of course remains the world's
major reserve and trading currency. |

In recent years almost all the increase in world monetary reserves has
come from the dollar, Growing concern at the low level of reserves has led
successively to a number of bilateral and multilateral agreements (swaps,
etc,) between central banks to make better use of existing reserves, and in
1968 to the adoption of the new Special Drawing Rights system and the new
two-tier gold price. These are effectively alternatives to the French propos-
als for doubling the gold price, and steps towards the abandonment of gold as
a source of new liquidity, More recenily still, with the Basle agreemenﬁ
between members of the Bank of Internationai Settlements guaranteeing medium~
termieredit facilities to underwrite sterling, the world's second reserve
currency has been blocked at best at its present level and in effect been
transformed into a form of international reserve holding,

ks a resuli the world seems to be in what may Ee'a long transitional
stoge between the gold stendard and the development of an internationally
controlled reserve unit, With the dollar the only dynamic source of new
liquidity, this stage ig equivalent to being on a dollar standard., It is a
system which 1s dangerously unbalanced not only because the rest of the WOrld,
including Burope with its great dependence on trade and the means of finaneing
i1t, has less influence than it miéht wish over the conditions in which new
money is created, but also becuase it weakens the external constraints on
US monetary policy and can therefore be harmful for the American economy too,

It is of course feasible to return to gold though this would be a very
arbitrary solution, short of a new international solution, the creation of

a Buropean reserve unit leading to a European Monetary Union would seem much
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more promising., A& common Europedn cufrency will in any case be necessary
when full economic union is achieved in Burope, As a first step towards
this, a common reserve fund could be set up, backed by Europel!s vast ecoro~
mic potential and its large reserves, The creation of such a fund with its
own reserve units — Europas - is not only logieal within the context of
European economic integration, it‘wéuld also provide a counterweight to the
dollar in the interest of both American and world monetary stability and
could become z source of new liquidity and a stimulus to trade,

Action to create a Buropenn reserve fund is unlikely amongst the EEC
mémber countries if only because of known differences of opinion on world
. monetary policy. On the other hand it is not necessary to awails enlargement
of the EEC to take the first steps. The Basle agreements in which Furopean
central banks, though not at present the French, are asmongst the most im-

- portant participants, already prdvide the basis. The European bankers pre-
sent medium-term backing for sterling could be transferred into a permanent
arrongement as the nucleus fdr o common fund which would grow as an increas-
ing proportion of reserves of member countries were converted by stages into
the new units, _

Backed by the collective national reserves and the common fund, the nation-
al,curfengies_of member countries would all gain in credit-worthiness,

The considerable proportion of world trade financed in sterling - until recently
about 25% of all international - might thus be maintained.- When national
currenciles were merged this trade'couid then be switched without difficulty
into the new common currency. Benefits would accrﬁe to the fund member
countries from the increased banking aétivities.linked to the operation

of a major reserve and trading currency. _

The creation of the new reserve unit world need to be followed by common
agreemnent on balance of payﬁents poliéies because reserves, and hence the new
unit, would be used to finance balance of payments deficits. Agreement on a
reserve fund could thus become a means of stimulating further economic union
providing the indispensable solida_rity and common interest in mutual pros-
perity for the lack of whieh progress towsrds economic union is at present
s0 pzinfully slow,

It would probably not be enough for such a common policy %o rely on
deflation alone and devéluation would'have grave disadvantages both within
Burcpe and world wide, A system of import quotas or surcharges, or exchange
control would he in conflict both with EEC and international undertakiﬁgs.

An alternative policy would provide for three stages indeaiing with a
balance of payments deficit, In the short rin, a policy of deflation ghould
first be tried, If after, de, six months the problem is not résiclved, the

next step should be a fiscal one relating directly to external truade and
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payments, This would take the form of an export subsidy combined with an
Ifiport surcharge at a uniform rate across tie whole external trade of a
deficit country, A sufplus counfry woﬁld similiarly undertake to apply
import subsidies and export texes. | 7 _

Only if after a number of years these measures fail to correct the im-
balance, would demluaticn or revaluaﬁion of a national currency be adopted
by agreement, | ' ‘

The proposed fiscal measures have obvious advantages. By being general,
across the board, they would cause little economic distortion and be easily
administered, ' As they would act equally on exports and imports, they would
have little effect on the general level of interngdonal tfade. Inrterms

~of practical politics, they might well become internafionally acceptable,

Aiready Britain has resorted %to import surcharges and export subsidies;
America has expressed a desire to-impose an imporﬁ surcharge to deal with her
balence of payments deficit; and France hés now applied export subsidies
together with import quotas. Thésq substantial preéedents indicate that

wide agreement for the Introduction &f such a sysﬁem might be secured.

V_EUROPE -~ DETENTE AND DEFENCE

The Soviet oceupation of Céechoslovakia,Aunlike the previous acts of
Soviet repression, is a frightenedrredcﬁion by her pfeéent rulers to the
crumbling of unity aid the passing of the monolithic solidarity of the
cormunist world, Temporarily this will delay the growing detente between
East and West, but account will soon-haverforbe taken of the rifts and changes
affecting existing alliances, ; B

Two significant developmenté‘in intérﬁétionai affairs have started to
undermine the relative stability of the post-war division -of the world be-
tween the two dominant super-powers and their reépectiﬁe spheres of influence,

The first is that overwhelming military'power énd possession of nuclear
weapons no longer guarantees uﬁqugstiéning cdmpliance by smaller nations sub-
jected to pressure by the superfpowéfs. The.American failure to Mwin" the
war in Vietnam,-and the growing resentment of eastern European setellites
against the contining Soviet -domination are introdueing instability into the
- rigid structure of the two-power blocks, B

The second development, eﬁeh_ﬁbre far-feaching in its likely consenuences,
is that the present organisation of the nation states is being increasingly
questioned by the mass of ordinary 6itizens.r In eastern Europe the Yugoslav
experiment with the decentralisation of state power, the Rumanian assertion
of national self-determination, andthe Czechoslovak efforts at liberalisatioh,

are all responses to growing pressure by the population for greater control
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of their own affairs, and a more gettiesl attitude about their hitherto
rigid and doctirinaire social and economic systems.

In the west, disillusionment with treditional party politics and a grow-
ing gquestioning of the way our sodieties are governed, have been highlighted
by the growing student unrest, by the May crisis in France and growtl of
separatist sentiments throughout Burope. Whilst these events have been
symptoms of a malaise of modern sdciety, its cure is not yet obvious, nor
has any coherence emorged in the ﬁany remedies which.are being suggested,
For relations between European counﬁies, both of these developments could,
however, have profound effects and permit hitherto uhexpected changes.

The division of Germany, has been the primery cawse of temsion in
our continent since the end of the war, In spite of the passage of time,
the fear cf a2 "revanchigt" Germany is still oné which dominates the foreign
policies of the eastern block, In the west, the German Federal Republic
has been fully accepted as an equal partner in the Western Alliance par—
ticularly as successive German Governments have shown a willingness to
subordinate national selfwdetermination to the concept of a western Bur-
Opean union., German ststesmen recopmize thét reunification of their country
is not practical politics, except in the context of a united Europe, within
which none of the member countries assumes a dominant role, Thus Eastern
Furopean fears would be allayed and progress made towards the ultimate
goal of reunification,

It is for these reasons, that én independent but neutrdl Germany would
not be accpetable el ther in the east or the wést. Whilét such a Germany
would pose no military threat, the economic potential of a united Germany
would soon make her the most powerful state in Europe.

Arising from this, and the slow but definite loosening of ties between
eagstern European countries and Russia, a common strategy for a detente
between the two halves of Europe suggests itself., In the first place, to
allay fears amongst Communist cbuntries, there needs to be an éxplicit
declaration by the western European aliies of non~interference in the affairs
of all -their eastern Europeﬁn neighbours,ztl acceptance of their systems of
government., Fhis shouid'leéd to the official recegnition of eastern Ger—
many by the West, Indeed, the ostracism of %he DDR may well have impeded lib-
eralisation Of_the'nstalinist"complex;on of its governement, '

Closer trade relations

Secondly, the limitéd and discriminatory trade relationsdhould give
way to a deliberate policy of the closest and most diversified commercial
relations between thé wnole of eastern and western Europe., Because of the
relative economic backwardness of the commurist countries, and with the

view to maximising trade relations, western Europe should seriously consider
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the negotiation of long-term loans and credits for joint projects in the
communist countries on commercial terms., Coupled with this, a massive
programme of mutual exchanges of technical andprofessional personnel would
lead to the cross—fertilisétion of practices and know-how, and éonsequéntly
to a harmonisation of industrial standards and techniques..

The significant fact about the capitalist and communist systems is
that their respective organisations are undérgoing changes which are bring-
ing them closer together. The rigid central planning of economic activities
in communist countries is giving way to a greater freedom of individual
enterprises to compete with each other, and their success is now measured
by profitability based on criteria of the free market economy, In the
west, economic planning has not only come to stay, but its sophisticated
developments are increasingly encroaching upon the free play of market
forces.

It is therefore not inconceivable that, epart from the political
differences between the twe systems, the economic organisation of the two
societies will in time grow very much more alike, Intengified trade and
financial relations together with a massive interchange of mmow-how is
bound therefore to speed up this process and reduce the present divisions.

A new look at defence

In its train, this raises the igsue of the defenee policies of the
western alliance, We cannot indefinitely count on an American military pre-
sence in Burope, There is growing American pressure for Western Europe
to assume greater responsibility for her own defence in converticnal arma-
ments, and indeed for the NATO alliance to evolve into a more equal paritner-
ship between a unified Furopean command structure on the one hand and the
American forces in Lurope on the other, )

Looking further ashead we must recognise that as long as American
troops remain in Europe, the Russian military presence in eastern Europe
is inevitable, It is possible, however, that given mutual defence guaran-
tees by the two super powers their physical presence in Europe could in
due time, be dispensed with, In the case of Russia, the additicnal secur-

“ity would lie Inthe declaration of non-interference with eastern European
systems referred to above, The fear of western Germany's independent military
potential could be allayed by the resurrection of the Buropean Defence
Commmity, which would fully absorb national contingents within the merged
western Buropean defence forces, -

The sfumbling block, however, would be the tactical nuclear capability -
now enjoyed by both Britain and France. There is no sign that Russia would

be willing to entrust nuclear weapons to her Buropean allies. The only
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solution is the deelaration and mutual inspection.of.a progrescively enlavrgling
nuclear -free zone in Europe, which might ultimately mean the renunciation

of nucleor weapons by both France and Britain in return for complete Soviet
withdrawal from eastern Burope, and mutual nuclear guarantees to'EurOPe by

the two super powers. '

In the meantime, however, a definite start can be made by creating a
wastern European defence organisation with a common defencé staff in control
of all nationai‘forces. One of its first tasks would be to set up a defence
equipment procurement agency. The role of the organisation would be two-
fold: firstlj, even without an American military presence, to give wegtern
Europe a viable conventioal deterrent against a Soviet military threat to
any one member state; secondly, to give all Europe a guarantée against the
unilateral use of foree by any one member state against any of its neighbours,
inside or outside the organisation, _ '

A number of pratical measures might be adopted to allay fears of the
eastern European countrieg, These could include the appointment of official
eastern European observers, attached to the organlsatlon and their presence
at military manoeuvrea. '

The tlme is now ripe for the whole of western Europe to re-examine their
national fofeign and defence policies in the light of their common European
gsecurity interests, The foregoing analysis suggests that their objectives
in Burope are similar, and that a common palicy of detente, friendship and
cooperation with eagtern EﬁrOpe, might in the long run provide the basis
for the reunification of the whole of our continent from the Atlantic to

the Russian border,

VI A WORLD RCLE FOR EURCFE

For the first time for centﬁries Burope has ceased to be the spear-
head for progress and the centre from which 1nnovat10n, culture and |
modern civilisation had spread to the rest of the world Since the
last war, world leadership has passed into American and Soviét hands,
whilst Burope, sapped of vitality, following tﬁo internéine wars, has
become the periphery of the two super powers facing each other across a
border'nrudEly drawn through - the middle of our continent,

The rivalry and polarisation of power has tended to accentuate
political and economic differences between the two blocks and forced
the majority of smaller countries to chooge and align themselves with
elther America or the, Soviet union, This development has taken a ?ar-'
ticularly acute form in Europe where deviation from unquestioning allegiance
is regarded as casus bellil by the protecting poﬁer. Thus Soviet suppress—
ion of Czech independence is matched by American support of the totalitar-

lan regime in Greece, and their respective actions are justified by

Lt . + . .
- e - C. . '
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over-riding strategic con31derat10ns.

. The effect of these developments has been that mgjor de0131ons on
questions of war and peace.have become the exclusive concern of the super
poWers, and even the United Nations has become completely ineffective
and 1mpotent except when backed jointly by the Soviet Unlon enlﬂmerlca.

The last time this happened was when the two powers cemblned to stop the
Anglo—French adventure in Egypt in 1956f Thus although Vltally concerned
Furope has had no say over such issues as the Middle East, Cuba, or Viet-
nam, or indeed the whole question of nuclear rivaify and.disarmamant. At
the same time however we are cbliged togpenﬂ vast proportions of our‘nation-
al incomes on defending our respective satellite status quo.

It is true that individual Eurcpean countries have made efforts to
detach. themselves from podtlons of subservience, and both France and
Jugoslav1a have striven to develop 1ndependent foreign polloles. Tt mugt
surely be clegr, however, that neither nation has the power or resources
to stand alone and exert any significant influence on the future develop-
ment of world affairs. Their policies of non-alignment have also had little
effect in.separating or lessening the military confrontation of the super
powers.

&s long as Europe remains balkanised and divided with each 1nd1v1dual
country ineffectively trying to assert its national sovereignity and in- '
dependence in its external relations, we will centinue to remain impotent.
By failing to accept a common BEuropean responsibility for defence and =
Western technology, our future economicand political development will
continue to be determined in Washington and Moscow,

Should we however choose to combine our vast economlic rescurces and
try to evolve a common foreign policy, we could change the balance of power
in the world and regain an effective roie for our continent, The aim within
Europe must be to overcome the divisions between east and west and pursue
a positive poiiCy of detenté leading to ever closer relations between
Eastern and Weetern EufOPean comtries. A Buropean foreign pelicy should
be directea at building a bridge between the two oppoging super'powers, and,
by separetinglthem, Iessen the'dangers of the existing military confrontation.
The pelicy of détente does, of course, imply a corresponding reduction of
armaments between Easternrand Western Europe, It would therefore confliet
with the idea of building up an independent military poteﬁtial and prevent
Western EurOpe.from evolving into another nuclear super power, Our com-
bined strength aﬁd'world influence would, howver, find expression threugh
the mobilisation‘and use of our common'ecoeomic potential.

Indeed the disproportionate expenditure on defence has meant that in-



17

adequate resources have been made availsble for descling with the real
problems of the world, those of hunger, poverty and ignorance, The great-
est danger to our peace and prosperity is the growing gap between advanced
industrial countries and the underdeveloped regions of the world. Whilst
the rich nations have been sbending snything between 5% and 104 of their
national incomes on defence, hardly more than one% has been devoted by
them to combating starvation and misery in the rest of the world,

As the continent most dependent on external trade Furope has a unique
incentive to reverse this trend. Our own economic prosperity will in the
long run depend upon raising living standards in the rest of the world,
and creating enlarged markets for trade., To achieve this requires a massive
and co%ordinated programme of trade and assistance well beyond present levels
to narrow the existing prosperity gap.

Hitherto, trade, investment, grant and loan policies to the third
world by European countries have been dictated by naticnal economie and
defence considérations and have concentrated on thelr colonial territories.
Whilst an ever increasing number of countries have been trying to con-
clude treaties of association or trade agreementg with the EEC, years pass
without progress. BEven before the BEC is enlarged, Britain and the other
applicant countries should get together with the Six and try and develop
a joint policy based on a common aid budget, and a technical assistance
programme, These should be coupled with commodity agreemcnts and access for
underdeveloped countries to adequate capital resources. Combined European
resources would mean that this oid need not be confined merely to former
colonlal territories but could indeed be spread throughout the world. Eur-
opean trading interests are world wide and by alloeating the resouwrzes in
Africa, Agia and South Americs, we would reduce the dependence of the
underdeveloped cowitries in those continents upon assistance from any one
super-power, and in thig way avoid the dangers'of economic impefialism.

A united Europe whose members had come together through free and peace-
ful negotiation:to create a new community of peoples for their own common
good would not only provide a new point of equilibrium in world politics
but also an example., It is not only in Burope that the problems of balk-
anisation and national wishes depress living sténdards and impede social
and cultural development, and the lessons learnt in the long process of
European integration, as well ns the proof that it could succeed, would
be of great use and encouragement to many divided regions of the world,

A common European foreign palicy can thus be seen as a major factor
in reducing world tensions. Within Europe the aim is %0 end the military

confrontation of the super powers, and outside our continent to provide
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a counter balance to Soviet and American competition for the economic

domination of the underdeveloped world,

VIT WHAT SHOULD EE DONE NOW

The economic Communities; for all their inherent limitations and their
present stagnation, must be preserved. Their achievements have beeh great,
if less than was hoped, But so long as the French #eto on enlargement and
integration remains, it is essential those Western European courtries
that are willing %o do so should press forward their intégration,fin-the
following fields: o

ls Technology and sclence

2. Cultural and educational exchanges
3. Monetary policy '

Lo Foreign policy

5. Defence

6., Overseas development

‘Mere inter—governmeﬁfal cooperation and consultation is‘not enough,
however, and appropriate'institutioné to undertake action in these fields
must be set up, However, they must be designed with a view to their merger
with the institutional framework of the existing Communities as soon as

- politiecal circumstances are favourable, -

THE INSTITUTIONS

The established Community division of powers between an Executive
(the Commission), responsible for iﬁitiating‘and drawing up policy, as
well as implementing it after its acceptance by a Council, together with the
element of democratic control by the Parliament and of judicial control
by the Court, has served well, But certain weaknesses, notably the per-
sistence of the veto right and the absence of effective democratic control,
must be remedied, o !

As it seems unlikely that the poiitical Community could be merged with
the existing Communities at once, it would be necessary to set up parallél
institutions in Brussels for the new Community, with as much common member—
ship with the existing Gommunityrinstititions as possible, By ensuring
that the new‘Community's ingtitutions are: more effective than those of the

Executive Committeels, the latﬁer-could themselves gain greater dynamism,
COUNCIL

There appears to be no reason %0 suppose that the members of the exigt-
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ing Commission would be ineligible for the membership of the political
Commission becuase of their obligations under the Rome and Paris Treaties.
Initially at least, the political Commisssion could be smaliér than the
existing Commission, and its functions would be less concefned with detailed
policy-making and administration, It should therefore be possible for some .
members of the existing Commission to gerve also on the political Commission,
the appointment of 211 of whose members should be subject to individual
approval by the Assembly,

PARLTAMENT

As with the Coun01l theré should be fo dlfflculty in establlshlng a

' "polltlcal" Assembly whose members from the Six should be the members of the

EuroPean Parliament., (If any member country of the econcmic Communltles

doeg not join-the political Community its members of the Buropean Parliament
could be non-voting participators in the political ASsembly). Moreocver,
just as the Consultative Agsembly of the Council of Europe and the Buropean
Parliament hold joint‘meetings, so-could the latter and the "political®
Assembly unlte at least three times a year,

Includlng, say, 36 representatives from the UK and elght sach from
Ndrway, Denmark and Ireland (with representetion from other countries as
necessary), the politicel Assembly would have some 200 members (assuming
French partlclpatlon) | t

The commltment to early direct elections and the greater power of
the parliamentarians over the affairs of the political Community, especially
in budgetary matters would do o grest deal to improve the effectiveness of
the European Parliamentlitself. Pending direct elections, the inclusion
of 211 political groups represented in the national parliaments would
enhance the value of the Agsembly, while its greater effectiveness would
ensure that the national parliaments delegates would be capable spokesmen
to-the Agsembly, When the political and economic Committees are merged,

a Senate of regional representatives should be stected.
COURT

Ag the political'Community would lack the degree of administrative
implementation of the economic Communities, the full panoply of a separate
court would be unnecessary, However, L judieial committee to settle matters

of legal 1nterpretat10n of the p01lﬁlch treaty would he adv1sable.
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FINANCE

The effectiveness of the political Community will be measured by its
manner of financing and the way in which its expenditure is undertaken,

If each member state were to contribute, for an initial five-year
period, one half of one per cent of the vaiue of its gross ﬁational PT o
duct {or the value of the equivnlent yield fyom the added - value tnx),
the political Community of the Six plug the Four would have an annual budget
of some & 2,400 miliion, or the same as the Six theﬁselves are spending in
1968-69 on their common agricultural policy. This sum would probably
be cdequate for each of the initial five years to finance the joint
activities undertaken by the political Community; firancing the institutions,
Joint weapon and military equipment development, technological resecrch gnd
the financing of projects, their joint overseas aid programme, youth ex-
changes, etc,

Supervision of the budget and expenditure could be shared between
the Cownoil, Commission and Assembly. The rest of the Community's ex-
penditures would be on technology, where in both bilateral and integrated
programmes undertaken to date, too many projects have been started and *
contracts awarded on politiéal rather than economic grounds., While the.
principle of the "fair return" is one recognized in both national and
international politiczl life, it should be possible to devise sz gystem
whereby projects are agreed and contracts awarded mainiy on technological
grounds, All information regarding decisions about projects and contracts
should be made available to the Assembly, which should have the power to
subpoena ministers, Commissioners and independent wirtnesses to its Committees,
By these means it might be possible to combine -Conmunity financing with
efficiency in execution of projects,

CONCLUSION

Regrettably, further progress towards European unity seems unlikely
at present within the framework of the existing treaties, Without sacrificing
any of the progress already achieved within the EEC, or prejudicing its own
development, a new and major initiative is now necessary in the political rield,
The proposal to create a Buropean Politienl Gommunity alchgside the
existing EEC seems to offer the best hope of achieving a breakthrough towards
our ultimate objective. If the new Community has an inbuilt timetable for
its nctivities, progress towards union might ‘well become faster than that

of the EEC, By creating a new focus 6f power within our continent it
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would have a powefful impact upon the EIC by its'example, and would
encourage faster progress towards Fconomiec uﬁion and the mergef of the two
Communities,

Success would rekindle the Furopean SPirit and capture the imagination,
particulsxrly of young Europeans with a visién of a United Europe, and the
fulfiliment of a dream worth working and fighting for,

Our next step therefore must be to persuade Buropean Governments to
convene a second Messina conference to negotiate 2 new Treaty guiding us

further on the road towards European union,



