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INTRODUCTION

The twenty-third Bilderberg Meeting was held at the Hotel Mont d’Arbois,
Megeéve, France, on 19, 20 and 21 April 1974 under the Chairmanship of
H.R.H. The Prince of the Netherlands.

There were 87 participants, drawn from a variety of fields: government and
politics, universities, journalism, diplomacy, industry, transport, the law,
banking, foundation administration and military service. They came from
fourteen Western European countries, the United States, Canada and various
international organizations.

In accordance with the rules adopted at each Meeting, all participants spoke
in a purely personal capacity without in any way committing whatever gov-
ernment or organization to which they might belong. To enable participants
to speak frankly, the discussions were confidential, with no press reporters
admitted.

The Agenda was as follows :
“Prospects for the Atlantic World.”

In opening the meeting, H.R.H. The Prince of the Netherlands invited all
the participants to stand for a moment of silent tribute to the memory of the
late President Pompidou. He then read a tclegram which he had sent to
President Poher, cxpressing sympathy to the French nation at the loss of
Monsieur Pompidou, who himsclf had been a Bilderberg participant. (President
Poher’s telegram of responsc was read later in the meeting.)

The Prince reported that Secrctary Kissinger had written to convey his
great disappointment at having been prevented by his official duties from

attending the meecting.
His Royal Highness gave a special welcome to Pr

ofessor John Pesmazoglu,

who had been unable to attend six previous meetings by reason of the refusal
of the Greck government to issue him a passport. Professor Pesrlzmzoglu
replied that his presence was a sort of accident, and shoulld not be taken a; j
sign of change in his country. His thoughts went out to his compatriots urz1 f
arrest and threatened with deportation. The Greek p.eoplt? were committed to
continue their struggle for constitutional rights and liberties.

he Prince turncd to the subject of the

After recalling the rules of procedure, t
agenda. 9
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WORKING PAPERS

The groundwork for the discussion consisted of four working papers dealing
with the agenda topic, written from the point of view of a French, a British, a
German and an American observer.

Following are summaries of these working papers, and of the comments
of their authors in introducing them to the meeting:

A. The author of the Frenchk paper claimed that history was the key to
France’s attitude toward the Atlantic world. The theme of independence
abroad and centralism at home was traceable to the reign of the Capets and
had survived the vicissitudes of intervening centuries.

French policy, designed to harness all the nation’s wealth and energies to
its service, could not be explained solely in material terms. It was based rather
on a concept of cultural identity: the belief that France possessed a distinctive
personality conferred by her special inviolable mission.

This refusal to accept any assimilation and the determination to preserve
the national identity were the crux of what Secretary Kissinger had once called
the “transatlantic misunderstandings”. In fact, there wasno misunderstanding,
but the confrontation of two flatly contradictory philosophies. The US, like
the USSR, was an imperial nation, bearer of a universal ideology. When
ideology and interests conflicted, interests usually came first. Did not “the
Atlantic spirit” and the “defense of the free world” sometimes constitute the
“fig leaf of American respectability”?

The Gaullists thus saw the world as a jungle, in which France too had to
defend her own interests. This had led her at times to err on the side of mistrust,
prejudice and ignorance, but that was matched by the recent emergence of a
harsh American Realpolitik. ) h

These philosophical differences had produced contradictory approaches to
the alliance. The US had foreseen an evolving Atlantic community, 11 which
it would perforce exercise the leadership. For Gaullists, though, alﬁanlcgs we:;
always ad hoc. They reflected the interest of the moment, ?nd should ﬁev'
result in the forfeiture of one’s identity or power of decision, especially 1n
defense matters. As de Gaulle used to say: “A great.people has no frlﬁndse'

Although de Gaulle’s disappearance had brought little substantlvle cd af{llagn;
it had served to mute the voice of France, and to rule out openly de

I1




accommodation with the US and the L'SSR,Q,
and commercigl power, while concentrating

his diplomatic efforts on the Mediterrane.an and on the European C

— “the only hope for the peoples of Europe to recover their destiny”,
The spectacular Soviet-American rapprochement had confused and troubled

France as well as other European countries, accompanied as it had been by the
strengthening of Russian military forces and the crackdown on dissident inte}.
lectuals. The Yom Kippur war had then revealed that the US, while remaining
in close contact with the Kremlin, did not trouble to consult with jis Europtan
allies, whom it addressed instead in censorious tones,

The explanation probably lay in Washington's desire 1o strengthen its hand
before the new phase of SALT and MBFR talks, Any division within the
Western world was thus viewed as obstructive and singularly untimely. While
such an intimidating approach might serve to rally weak government, it
would not facilitate the creation of a united Europe supported by the great
majority of its peoples.

The defense of the “free world™ against the Sovict threat - in which no one
outside government circles still believed) was no longer an adequate inspiration
for European unity. Only a broad vision of a European federation - able 10
defend itself, imbued with an idcal of social Justice and a redefinition of its
relationship with the Third World — could revive the faltering European
political will. It was futjle merely to plaster over an Atlantic facade riddled
with cracks, and to speak of“partnership" twhich was anyhow untranslatable

attitudes. Pompidou had sought
part of his drive for industrial

* L]

The authqr pointed out to the meeting that he had written his paper in the
full €Xpectation that France’s Path for some time to come would be that of

eco;xc;)rlr)n'c policy, some 73 per cent favored the current foreign policy. France
cou € expected to be in the forefront of a re-launching of “Europe”, but in




EEEEEEEEE———

Leaders of all important parties could hope to retain their influence only b
taking proper account of elements in the programs of other parties (inCIUZiny
the Communists, who would be the last to be enthusiastic about Westeri
European integration).

Finally, the French author conceded that he had been struck by the rela-
tively more constructive tone of the other working papers. He did not mean to
be less constructive, but he felt keenly the urgent need to seek and nourish a
current of public enthusiasm in France, without which the patching up of
a European - or an Atlantic ~ fagade would be of little use.

*

B. The role of history was also invoked by the British author, who said that
it had compelled the British people to think in terms of cooperation in an
Atlantic world. They would accept partnership between Europe and America
without question. Moreover, they believed that only US support could give
the Nine the sense of security necessary to the assertion of their own identity and
unity vis-a-vis their real opponent, the Soviet Union. Nevertheless, Britain’s
confidence in the American administration had been shaken by the presiden-
tial crisis, and it would be folly to take for granted the American commitment
to Europe regardless of European attitudes.

Although they were somewhat mystified by the continental preoccupation
with the definable European identity, the British would want the European
side of any partnership to be as strong and assertive as possible. All the same,
the first year of Common Market membership had been a disappointment to
its British supporters and a joy to its critics, with the attendant rise in domesgc
prices, the ineffective performance of the Council of Ministers, the eccentric-
ities of Brussels procedure, and above all the behavior of those who had been
foremost in questioning the British commitment to Europe. '

In short, the attitude of the majority of British people towar'd.s Europe, if not
one of indifference, was at best one of caution tinged with hostility and at worst
one of outright opposition. British opinion was thus confuseq and susPlcmuS
of both its natural allies — Europe and America. It recogms?d the risks (?f
standing alone yet resented the need for allies and the sacrifices that this
demanded.

Britain would be well advised to position herself: near the center off: threg
groupings: a strong EC for her prosperity and po}itlcal influence; a re (;rsngle
Atlantic alliance for her security; and an industrial West'err% grouplngh o
framework of a world economic and monetary systerm built in sympathy Wi

13



the developing world. But little hope could be seen for any of these Sroupings

in a continuance of existing attitudes and policy.
The attempt to create Europe via the economic route was failing; not oaly

was the Community structure unsatisfactory, but the will 1o make it work

was lacking. Theoretically, a “root and branch” solution could be
but no one could realistically envisage a renegotiation of the Treaty of Rome

at this time. -
y connected group of European natiog

But simply to carry on as a loosel e
states, renouncing the possibility of becoming a collectively decisive world
influence, would be an appalling loss of opportunity. As a practical alternative,

the author proposed urgent concentration on work to create a common Western
European political will, a realistic European defense, and the acceptance of a

flexible partnership with the US.
As regards political will, certain unpalatable facts had to be faced: that the

economic and monctary problems caused by the energy crisis could oaly be
resolved multilaterally; that a customs union and CAP were insufficient to
create Western European unity; that détente was more apparent than real;
and accordingly that present defensc arrangements were inadequate. To belp
Create an effective political will, European leaders should meet regularly and
frequently, without ceremony and with no subjects barred.

Even if the EC stagnated for the time being, defense arrangements ought
to be revised. European-North American collaboration should be
and a council of European defense ministers created to replace the Eurogroup.
‘The North Atlantic alliance was where Europeans and Americans found their
most important common interest, and defense was the field now offering the
best prospects for fruitful cooperation.

in retrosRect th:«?.t he had Perhaps done the British public an injustice by
cxaggerating their lack of interest in the European question, which appeared

14
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C. The German z.vn'ter felt the present crisis was unprecedented in that it
thrcatent:d the surv.lval of Europe and Atlantic cooperation. Only by rationally
confronting potential dangers would the Atlantic world be able to marshal its
resources to master the problems of the approaching age of scarcity.

Tensions in the Atlantic world had resulted from basically defensible posi-
tions being blown out of proportion. As an example, Europe and the US were
quarreling about Europe’s world role when it had none, and about its identity
which was only just emerging, in such a way as to jeopardize both. But Euro-
peans should not overlook valid reasons for American positions. At a time when
the US was practicing ‘““crisis diplomacy” for peace in the Middle East, and
attempting to resolve matters of vital interest to Europeans as well, theoretical
discussions about Europe were out of place. Unlike authoritarian powers
which could implement decisions arbitrarily, democracies like the Nine were
hard negotiating partners because of the difficulty of revising positions once
taken, so outside powers naturally sought consultation at an early stage.

A major impediment to EC progress had been France’s refusal to go along
with Community decision-making. While claiming a world role for Europe,
she had denied the preconditions for such a role, accepting common external
policy only when it agreed with her own views. While expressing fear that Ger-
many might become neutralized, she had declined to join groupings which
would bind the GFR to the West. Without US protection and strong EC
integration, Germany might be forced onto a neutralist course. The Commu-
nity’s progress — internally and in world affairs — required either a change in
French policy or a decision by the remaining eight to proceed without her.

In the current debate, the GFR was caught between France and the US.
Because of its contiguity with Warsaw Pact nations, it had to give Priority to
security considerations. It had therefore cultivated good relatiops with the US
and was the only government to help finance the US military presence,
although such actions benefited Europe as a whole. France, thQS guaranteed
security to the east, could afford to leave the military organization of NATO
in the assurance that no others would follow. '

Bilateralism was a dangerous approach to economic pro )
ernments on both sides of the Atlantic had resorted to it in the energy Crisis,
France’s hasty measures had had a particularly negative impact. Neverthe_lesls,
while multilateralism was preferable, bilateralism shf)uld not be entirely
renounced. Diversification of approach was also beneficial. )

Unilateralism violated the basic Atlantic principle of mutual consultation.
Examples were Kissinger’s Atlantic Charter speech anfi Lond(;lrz1 der;fcil;gg
proposals, and the Nixon-Brezhnev agreement. The E..C in turn B
unilaterally vis-3-vis the Arab states. Calls for consultation were 1o

blems. While gov-

15
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for submission, nor were pleas for an EC role in the Midcast signs of ang;.
Americanism. A\ coordinated approach on the Atanuc, European and nationy)

levels was needed. A
Three basic alternative structures tor Adanti conperation emerged. If the

concept of partnership was to be pursued, France would l‘u.\c u., f“‘tp( (j.s.
European security and economic relations 4'nd to concede EC decision-
power. American support of European unity wnu]d'h.nr to be restated and
with it, recognition of Europe as an equal partner entitled to its own - possibly

"approach was based on the conviction
that joint undertakings should not be subject to the veto of one country, This
would mean continued partnership but without France, In the past France
had often left Europe no choice but to proceed wathout her, though she had
always been welcome to occupy her empty chair. While this approach had the
merit of breaking some deadlocks, a truncated Europe was bound to be com-
paratively weak.

The third and least attractive course was “cooperative bilateralism®™, resul-
ting from a breakdown in existing multinational frameworks and an increasing
trend toward nationalism. There were many dangers to stability in this ap-
proach. Only multilateral procedures bascd on interdependence and cooper-
ation could find satisfactory solutions to cconomic and sccurity questions. The
Atlantic world could not be allowed to disintegrate into a network of bilateral
relationships.

We needed a cooling of emotions, a sober analysis of the disastrous consc-
quences of the present course, and a clear restatement of the goals of cooper-
ation. A coordinated approach to the encrgy problem was cssential. The
approaching era of scarcity would have a deep effect on the Atlantic world,
with rising inflation, the scramble for raw matertals, and INcreasing govern-
ment intervention in free trade aggravating the problem. A steaming of present
trends was a prerequisite to continued détentc, as the Soviet Union was likely
to take advantage of Atlantic disintegration.

divergent - views. The “empty chair’

national independence, As long as that tradition survived, it would stand in
fundamenta.l conflict with the concept of European integration - wh;thcr on
the'e.conomlc-, military or political leve]. Without some form of Community
decmon-makmg, in which dogmatic interpretations of national indcpcndcnc;‘

16
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were at least reduced, there would be no role for Euro
no possibility of organized links with the US.

Mr. Callaghan’s speech in Luxembourg had come Jjust at the time when a
British contribution to a common European approach was needed more than
ever. It seemed to signal the relapse of British foreign policy into “parochial
insularity”’, which was unfortunately bound to foster bilateral relationships at
the expense of the multilateral system.

pe in world politics, and

*

D. The author of the American paper conceded that Atlantic relations were
adrift, mainly because of the unprecedented weakness of individual govern-
ments in a time of rising demands by their citizens for economic security.
Blame for failure to fulfill these expectations was inevitably placed on foreign
causes. But the author questioned how serious the crisis really was. Personal,
idiosyncratic diplomacy had contributed to problems which were more of
style than substance. Economic relations, conducted recently in an atmosphere
of improved goodwill, had proved less troublesome than security negotiations,
marked by rancor and consultative disorganization.

The essential Atlantic problem lay in the “deeply rooted asymmetries” which
spanned the entire relationship. While Europe had bridged the economic and
technological gap, it remained dependent for its security on the US, whose
commitment it had begun to doubt. America in turn was questioning the
wisdom of defending allies who did not pay their share and who withht?ld
their support on important issues. The US could no longer use its “‘security
blanket” for political leverage in the face of a Europe unified for the purposes
of power but rarely of policy. .

The US would have to (1) wait indefinitely for a common European position
to evolve, or (2) deal with countrics individually, which would disrupt Europe
and contradict stated American policy, or (3) do neither and stand accu-sed
of abandoning its allies. Fundamental to the choice among these alternatives
was an assessment of what “‘Europe” would amont to. he id .

While a certain European stand on security issues h.ad evolved, the idea 0n
the “European Community”’ was in trouble. Economic and monetary unio
had been unrealistic from the start, as fixed exchange rates werc to prove
unworkable in the face of the trend to flexibility. EMU had r?UY been a
Deutschemark zone; floating the French franc had underscored.t 1sf.:xceeding

The CAP had also proved ineffective, with most world food }})lrlcesd e
CAP prices. This tended to erode the support of the French (an

17
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others) for the EC as a means of. assuring agricultural income. The Customs
union also appeared vulnerable, with energy-related export con(rohnw
and the possibility of import controls as wcl'l to corpba! l.radc deficits. Joint
European policy was lacking in a number ‘f' areas, including the rupome 1o
the energy crisis. Any ‘‘great leap forward’ in l'.uropt'- scemed remote, in view
of the lack of innovative ideas and potential leadership.

Paradoxically, those who most feared a restoration of .—\mcn'c.an hegemony
in Europe were inviting it by default. ‘This uncertainty as to **whither Europc."
exasperated those in the US who had traditionally favored close transatlantic
ties, and undermined their influence. .

In spite of weaknesses and asymmetries, Atlantic economic relations had
been marked by impressive progress. ‘T'he monctary system had been drastic-
ally reformed; confidence in the dollar was rcturning; Arab oil money was
being recycled; import controls had not yet been imposed; agricultural trade
had been liberalized; and Europc and the US continued to welcome each
other’s investments. Energy as such was no longer the crisis it was purported
to be, but was a “surrogate” for the deeper political tension between America
and Europe.

Although the Atlantic countries and Japan were coping skillfully now with
their economic problems, greater issues might lie ahead: inflation resulting in
export controls; competition for scarce raw matcrials: cooperation to develop
new energy sources; guidelines for intervention in the cxchange markets;
and excessive tapping of private capital markets.

Despite the weakness of the political underpinnings, the outlook for economic
cooperation was nevertheless reasonably favorable, thanks to the development
of transnational communities, which were overriding the shortcomings of
governments to deal with economic issues.

One danger, though, was that the more politicized economic issues became,
the less susceptible they would be to transnational influcnce. The unlikelihood
of “spillover” of economic success into the security area was also due to the
misplaced focus of the European integration movement, which was pursuing an
unnecessary economic community at the expense of an effective political
community.

Europe had either to (1) restore momentum toward economic union, (2)

reform the integration movement along security lines, or (3) admit that nation-

American policfy. Conceivably, both economic and political community
could proceed S}multaneousl » though divisions might arise and a commitment
to a costly security orientation seemed unlikely.

18
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Economically, the third choice would be acceptable but politically it would
be uncertain, possibly leading to a special US-German relationship. Psycholo-
gically, scuttling “Europe’” might be as difficult a task in the individual nations
as setting it afloat again, but a consensus to shelve it might be reached. Any of
the three options would be preferable and more conducive to a clean-cut
policy than the uncertainty of the status quo.

*

In introducing his paper, the author said that the British call for a funda-
mental renegotiation of the terms of entry into the EC had reinforced his
feeling that the very survival of the Community was in question. At the same
time, international economic cooperation was continuing to register notable
successes in extremely difficult times. The period immediately preceding this
conference had presented an even sterner test than had the months prior to the
writing of his working paper. Much of the credit for the constructive handling
of such a wide range of economic and monetary problems had to go to the
emergence of transnational forces, i.e., effective working relationships among
individuals and organizations in the private and public sectors.

*

DISCUSSION

The discussion was organized around six principal topics:
L. The process of European integration; causes of the present disarray; temporary
setback or total breakdown?

ement toward European integra.tion
view of the author of the American
described”’. The latter was

The diagnoses as to the state of the mov
ranged from “senescent, near death’ (the
working paper) to “not nearly as bad as it has been . ot the ver
the impression of a Belgian participant, who could not believe tha ) urVive}’
important agreement reached at the Paris summit meetng Woulj ILO tSEuroPe:

Several participants felt that the current gloom was excessive ail 1t i oeaker
would surmount the present crisis as it had previous Ones. An ica . orrI:ent in
argued that strong elements of coincidence had led to this particular m

9



European history, and it would be naive to apply ux)'rnl'ium;l an an:;m :e
suggested an analogy to Swiss cheese ; one shugld l(x.)F at l'nc.c 1eese and not the
holes. It had to be remembered that the primordial object of l'ht European
movement had been the avoidance of another war bclwcfu (:crmany'and
France. Transnational forces were now even stronger in the European environ-
ment than in the transatlantic sctting. .

Few went so far as to endorse the contention of the author ofth_c American
paper that the Economic Community was perhaps an unnccessary link bflu'ecn
the strong Europecan national cconomies and an open, hb.cral m.ululau.:ral
system. But many scemed to share his assessment that - in spite of d.uappom‘b
ments in the evolution of the EC - international cconomic cooperation was in
fact registering notable successes, thanks largely to the operation of trans-
national forces.

It was difficult to be optimistic, however, about the state of affairs within the
EC. In the view of a Dutch participant, this was not *“just another crisis”. The
unprecedented accumulation of cconomic and political problems posed a
serious threat, not only to the lifc of the Community, but to the welfare of the
member states. Transnational forces, although useful, would be inadequate in
his judgment to cope with many problems which called for formalized inter-
national cooperation: inflation, environmental pollution, unchecked growth,
relations with the Third World.

The current spectacle of economic and political disarray in Europe led an
American speaker to remark that “the clothes have no cmperor’, Institutions
often decayed and disappeared without war. If Europe were to losc its inner
meaning and purpose, it could become Just “a rich Balkans tomorrow, then
a poor one the day after”. This vision should be made vivid in our various
countries, he said, and should supply the cement of fear that we no longer
derived from the Soviet Union.

The mood of pessimism was felt most keenly by those who had attributed to
the EC primarily a political significance, and who were still awaiting some
manifestation of a common will. An International participant observed that
we had lost our sense of direction in moving toward Europcan integration.
Very little had been achieved in the way of coopcration on monctary affairs,
external relations or defense, and it was hard to imagine the substance of an
European relance, whoever might lead it. Nor was there any real sense of ur-
gency about this in any member state. Governments liked to point to the fact

that pr.oblems were equally bad in neighboring countries, but no serious cffort
was being made to work out common solutions.

The speaker drew some encourage

ment, however, from the evidence that
people seemed to have a bad consci

ence about the present state of affairs.

20
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While we could probably expect a pause of at least a year or two, in which
ittle progress would be seen, he was personally convinced that European
union would eventually be achieved, although perhaps not by 198o.

Another International participant said that it was not enough for the Nine
simply to stick together; they had to find a common sense of purpose. The
image evoked by a Belgian speaker was that of a headless body. Europe weighed
heavily in the world economy, but it would remain relatively impotent politi-
cally so long as the veto power existed. An International speaker supported
this view.

An Italian speaker said that his nation, like the US, had come into being
because its people had decided, above all, that they wanted to be independent.
Until Europeans, as a whole, took a similar decision, little further progress
would be made. Europe might show great economic strength and a degree
of independence in the formulation of foreign policy. But as long as it was
dependent on the US for its security, it would always have to yield to the
superpowers. It was time for Europeans to stop talking about what kind of
Europe they wanted and to attack the political question of whether they really
wanted to be able to speak with their own voice.

Two American participants suggested that the focus in the EG might better
be shifted from economics to political/security matters, as economic coopera-
tion was likely to take place on a much broader ficld than just Europe. A
Danish speaker warned, though, that the Community’s political content and
the European nuclear striking force were taboo subjects to many voters at
present. He said that the Danes would not have come into the EC if they had
foreseen that priority would be given to political aims over economic ones.

At the same time, the speaker was personally convinced that a European
“political continent” was needed to match the other ‘““political contment.s”
that had emerged in the post-war era: the US, USSR, China, Africa a'nd Asia.
Perhaps Europeans had lagged behind in this because of a sense of guilt about
their colonial past. But the Third World looked to Europe to assume a larger
role than the regional one indicated by Secretary Kissinger. “To be a European
today should mean to be concerned with the whole world and Europe’s place
therein,”

Another Danish participant sought to dispel
was particularly opposed to political cooperatio
clectorate in any of the Nine would now empower s
to take political decisions. But for the Nine to focus t .
matters was especially difficult, as they were partners 1
members,

A Dutch speaker thought that shifting the Europ

the notion that his country
n. He wondered whether the
upra-national organizatiqns
heir cooperation on security
n NATO of non-EG

ean emphasis from econom=
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ics to politics and security would be putting the cart !x:forc ll:lc hor'sc. If}:he
stalemate tn the EC was indeed attributable w ity political oncntatlon,.t.en
little would be gained by accentiating the polical aspeet :.md dc-emphasumg
the cconomic basts which, after Al prosvided the common mfrastr{l?turcofthle
Nine. The Paris sumimnit communtque ot 1672 had been 0o ambltmus, but it

had bheen right in calling tor an esrn greater cootdination -of CCOHOHHCfand
monetary policies, which was essential 1o preserve the achievements of the
: zen years, ) '
l‘m‘.t\:(}:::;r'“;ui‘”m' speaker, who was supported by an !taltfm, arg:ued Fhat.lt
was artificial to try to separate “cconomic’ from “pohucal ' questions n dis-
cussing the proper focus of the FC:. We were witnesing a rebirth o.fthe science
of “political cconomy™, in which every discourse about cconomics was scen
to be fundamentally a discourse about power, and hence pol.mcal in n:.ithe.
We were moving toward INcreasing government intervention in t.:conomlc .llfc
on a case-by-case basis “ad hoc-erv’’ . The institutions charged with echuUng
these discretionary decisions required a large measure of autonomy, which had
not becn the case under a system of rules agreed upon in advance (e.g., ('}ATT
and IMF). The EC member states therefore had to make a “‘quantum jump”
in delegating authority to an independent entity,

If the structure of the EC was not vet working satisfactorily, it was the fault
of the member states, who would not allow it to function, according to another
Italian participant. This was 4 reflection of the weakness of nearly all Western
governments, most of which had te operate with precarious parliamentary
majorities. Under these conditions, a Norwegian speaker said that it would be
unrealistic to trust in regular frank summit mectings, as proposed in the British
working paper. Government leaders would be laboring under the feeling that
domestic political opponents were constantly watching over their shoulders.

Furthermore, although there had been tgreement i principle on the election
of the European Parliament by universal suffrage and majority rule in the EC
(except where the veto was deemed essential to preserve vital national inter-
ests), realization of those objectives still scemed

a long wav off to many parti-
cipants. A German speaker was willing to

agree with the author of the French
10t impossible at this
ad to be taken.
an movement was fundamen-
at the citizens of member states
uropcan authority if thejr gov-

working paper that majority voting might be difficuls ifa
stage, but he said that small steps in that dircction h
Several speakers pointed out that the Europe
tally one of people. A German participant fele th
would agree to give more Power to a central E
ernments would only explan the need for this




pean integration, when they themselves had failed to make it clear to then own
constituents that Europe was faced with problems which could not be solved on
2 national basis.

The European crisis also involved a test of our parliimentiry democtacies,
he said. The electorate would one day discover that their ;-(~1)n~\.-|n.||1~.m
could no longer guarantee their economic and social welfire, and by then ot
would be too late for the nation states of Europe to go back 1o husines
usual”.

A British speaker observed that governments tended to move slons Iy umdens
they were pushed, and a Belgian participant thought that political partic.
were the “natural engines” to get things moving. He had i mind retoron
political action on a supranational level, as had been proposed by Do Nansholr,
This idea was endorsed by an Italian and an International spraher.

A continuing campaign would be required to cducate and enhist pobli
opinion, particularly among young people. As a British participant pointed ot
half the present population of Europe had not yet been born when the Nl
Atlantic Treaty was signed. We had to demonstrate to the vouth of onr conn
tries that we cared about problems of the environment, social policies and
regional development.

An Italian speaker characterized the current Furopean crisis s enaentially
the sum of various national crises, and a substantial part of the disonsann
dealt with the implications for European integration of current development.
in France, the UK and Germany.

Several participants laid the blame for the Europe
of France. In the words of an International speaker, Strance has been the
one who has blocked the deepening enrichment of the Common Narhet as
foreseen by the Treaty of Rome”’. A German participant deted t‘r(l a note of
hypocrisy in the attitude of the French, who preached Furope while practiing
Capetian nationalism. *‘It’s like castrating a fellow and then wondermg why
he speaks in a high voice”.

Another International speaker said that, le. S hared to tid
ments had recognized the European interests of' France, 1t \.x.nl \.mk o
this conviction being translated into decisions in the pr."nn( 2 \tm y 'm‘ h
EC. In the judgment of the author of the German wmjk”f&( I""‘l""'“-‘“ :
notion of independence was inconsis \ 58 anantests '
required the transfer of a measure of sovereign powes = harges

French participants offered various answers to these ‘( n'.u;,, ‘;1' R
emphasized the importance of Europcan unton as one o ! ‘. e
aims. This had been reaffirmed by President anpuln.u in xk:l,”,..'hr o
might not be achieved within a few months, or cven vears.,

an stalemate at the dovot

while suceessive French governe
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no intention of leaving their chair unoccupied. Indeed, they had often taken
more concrete action than their partners in the building of Europe. N

They were likely to attach great importance, however, to two conditions,
whoever might be at the head of their government:

1. that the foundation stone of the EC — the Treaty of Rome — not be called
into question. Solutions could be found for the particular problems of each
member country without reopening debate on the Treaty;

2. that an excess of new international organizations not be created, as much
better use could be made of the existing ones: the EC, NATO, GATT, OECD.

In the speaker’s view, the notion of independence was not incompatible
with that of alliance, or of the delegation of certain powers.

If one was prepared to be patient and to work gradually and pragmatically,
there was cause for optimism about European integration. And it should not
be forgotten that, if France had produced Capetians, she had also been gov-
erned by Carolingians.

Another French participant cautioned against taking the expression ‘‘nation-
al independence” too seriously. In France, as elscwhere, there was a vast
potential reservoir of public opinion in favor of the application and extension
of the provisions of the Treaty of Rome. It could easily be channelled in support
of such proposals as monetary integration and the election of the European
Parliament by universal suffrage.

An American participant wondered whether the Schuman/Monnet interlude
ha‘? s?mply been an aberration growing out of the particular postwar situation,
or if it had reflected a more durable vein of French thinking. The author of
the French working paper replied that the Schuman /Monnet policy had envis-
aged a slow movement toward European federation through a gradual econom-

ic_construction, €. the Coal and Steel Community. This policy had received
widespread support in France unt] it appeared that it

d mil: . 3 ) was leading to political
and military mtegration, at which point the French wa

the feeling that had
that it was far easie
soldiers.

)
but a Europe with its own
warned, however, that the
- There would have to be substan-




ality (although a German participant argued that recent public opinion polls
indicated that the French were not in fact all that opposed to supranational
solutions). In any case, it was to those two peoples — both “oppressed by their
past”, as an Italian speaker put it - that one had to look for a new impetus in
the EC. The attitude of the UK toward Europe in the light of the recent
change in government was thus a subject of capital importance.

One British participant expressed serious doubts about the outlook for the
EC in the best of circumstances. From the beginning, it had been a curious
amalgam of a common agricultural policy and a free Adam Smith-type
market in industrial goods. Although a Common Market now existed theoreti-
cally, and tariff reductions had been carried out, the price of industrial goods
still varied tremendously from country to country. History had shown that
“democratic governments would not be allowed by their electorates to renounce
their right and ability to protect their own people, or groups of their people,
against the operation of blind market forces.”

Moreover, he said, it was generally agreed by member governments that
the idea of creating monetary and economic union by 1980 was totally impos-
sible of achievement, and most governments thought it was not desirable
either. A major problem was thata number of measures to which governments
had committed themselves in Brussels were justifiable only as steps tow'ard a
complete economic union. If such union was indeed not going to be achieved,
it was foolish to pursue vain measures — such as the harmonization of taxes -
that were extremely damaging to the ability of govefn.n?cnts to run their
economies or to win public support. “The idea that a Slcﬂlamvlandowrller can
ever be persuaded to pay the samc rates of i-rlcome”tax as honestly as a
Dutch manufacturer has only to be stated to be .rCJ‘?Cted- J achieve greater

The Common Market could only get out of its impasse and achl o g g
unity by concentrating on seeking cooperation in areas where all me .

. . . I interest, such as energy an
countries genuinely recognized a visible commf)n.1 ’ 1d only make
defense. And in both those fields, cooperation inside Eurf)pe ‘A{O}I: thoe [}’S and
sense if it were an integral part of a program of COOperatlolenEuro e would
Canada (and in the case of energy, with Japan as We¢ ). - 0 I;f a type
be well advised to renounce the pursuit of “an impossible ‘}7)1511(.) ves can be
of economic union which nobody in his heart of bearts B¢ e
achieved until the end of the century.”

i ive reaction from
This line of reasoning provoked a strong and lively negativ

i r seemed to echo
ici German working papc
many participants. The author of the o tai was . eady as good as

the feelings of several others when he said th _ o as unrealis-
out of thegEC if she really believed that it s'hould abafn'donr ;;S cg;z:lilii; y for e
tic. This was tantamount to Britain’s opting out of its resp
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In reply, the same British speaker conced.ed that on balance it would
probably be more sensible for Britain to stay in the EC than to get out, but
only if her net external financial burden could be reduced toa level acccpta.ble
to British voters. It did not much matter how this was achieved: by offsetting
the cost of the CAP, by creating a regional policy which would bring the UK
countervailing benefits, by reducing defense expenditures, or by sharing the
EC budget in a different way.

The British needed to effect a redistribution of their nation’s wealth and
income and to achieve an export-led growth. The status quo from which they
had to start was worrisome. Britain’s GNP was well under half that of West
Germany’s, but it was spending on defense 50 per cent more than Germany,
measured as a proportion of GNP. In addition, Britain’s contribution to the
EC budget was about £100 million net, which was likely to rise to £500million
by 1980 as a result of the existing terms of entry. This was on top of a deficit in
trade with the Common Market of over £ 1,000 million (accounting for two-
thirds of last year’s balance of payments deficit).

Unless this external financial burden could be reduced or eliminated,
continued membership in the EC would be rejected by Britain, which was
growing tired of its reputation as the “sick man of Europe’ and was determined
to improve its performance.

Another British speaker thought that the reckoning of the cost of getting
ou.t of the EC would be the most important element in the final equation for
Britain. It would weigh more heavily than the supposed advantages of staying
in.
wiﬁlnE%m;I;;agle pa}rlt.icipant interyened to observe that, if the UK’s problt{m
accomodacion t;:; ip \i\:ias essentially one of short- or medium-term ﬁm.mCIal
than a fundar;lental CO}? som-f:how'be managed. It was much less worrisome

philosophical difference would be.

the truth, and that there would have been less alarm

subdued. A Compatriot thought that Mry. Calaghan had performed a useful

service in pointing out that “the e
inki mperor has no clothes.”’ -
thinking about the EQ was called for, ¢s.” Some sort of re




of accession, would not have to be renegotiated, and had spoken of the need
to “steer round the rocks”.

Disagreement with the foregoing analyses was expressed by still another
British participant, who was inclined to take Mr. Callaghan’s Luxembourg
speech at face value. Abroad, he had sald exactly what he thought, whereas in
the Commons he had been restrained by the presence of pro-EC colleagues
looking over his shoulder. The main trouble with the Luxembourg speech,
though, was that it narrowed the room for maneuver.

An American intervention also alluded to this risk that the rhetoric of Luxem-
bourg would survive, acquiring 2 momentum of its own and leading Britons
to think that withdrawal from the EC might not be a bad thing. A German
speaker said that, if the danger of verbalism in France was of the government
not living up to its words, the danger in the UK was just the opposite: that
the government would prove true to its word.

More important than the wording of Mr. Callaghan’s speeches, in the
judgment of an International participant, was the actual strategy of the Labour
Government. What did they want to do with respect to the EC, the US and
the rest of the world? What position did they mean to take with the voters in
the next election? The speaker said that he had fought elections in .his own
time on the assumption that it was the task of candidates for public office
to try to convince the electorate of the merits of a certain program. What
exactly was Labour’s program? ’

A Dutch participant said that if the Labour Government’s strategy was
indeed to seck renegotiation of the Rome Treaty as a means of staying in the
EC, and not as a prelude to getting out, they could generate sympathetic ur.llcli'er-
standing and support by saying so frankly. The other mer.nbers. would be wflﬁ lnlg
to accomodate Britain and to adapt themselves to the ex1gencies of her dl. ﬂqculii
circumstances, if they felt the perspective was favorablfa. But itwould be diflicu
to have to negotiate in an atmosphere of threatene(.i w1thdrf;1wal. . .

The author of the German working paper said that it would be equa ?’

i Callaghan’s
unfortunate if Britain remained in the EC and paralyzed It Mr. g £ the
statement that the British were unwilling to accept the POhtl‘fa.l nature o i

. ; A British participant discount
Community went to the heart of this problem. (

ed such a risk.)

According to an American speaker,
of de Gaulle’s veto of UK membership in I
of Europe, and had caused a loss of vitality w
Britain’s subsequent entry.

A British participant spo on
and the resultant vacuum in public opinion.
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Britain was wanted in the EC, or that her interests lay tl‘xcrc. Thcrc. was an
absence of European spirit in the UK at the moment, or little enthusiasm for
sharing in a supranational authority. ‘

Moreover, the internal political situation since 1970 had contrlbulcq toa
polarization on the subject. Labour’s loss of office, followed by a period of
Conservative government — with uncertainties about how fjlrm it would be
and how long it would last — had pushed the Labour party into a ratherex-
treme position, leading to the present situation.

This political background, together with coincidental cconomic factors such
as inflation and the rise in food prices, had to be kept in mind in judging the
“parochial insularity” referred to by the German author. The hest course
now was to “sit tight, cool it, and be a little more patient with the harshness
of the British government’s present approach”. Theirs was not the language
of diplomacy, but politicians who resorted to that language were often removed
from reality and were “on the way out’’,

Another Briton was apprehensive that the present mood of discontent might
be exploited by the leaders of both major partics, lcading to a wave of anti-
Common Market sentiment.

At this critical Juncture in the life of the EC, for the British government to
call a referendum on the issue of UK membership would be a reprehensible
“abdication of political leadership”, in the view of the author of the German
working paper. It would be like “putting their head on a chopping block™,
according to another German. The decision of such vital issues should be taken
on the merits, and not be left to demagogy. The introduction of plebiscites into
the conduct of foreign policy of representative democracies would sct a “baneful
precedent™, he said.

Several other. speakers argued that the rencgotiation of the Treaty of Rome
with the East. An International . .lo.ns and ang('.mel.][s, SU.Ch as the treaties

participant found it disturbing that England

S . . . .
v;rla expressing disdain toward solemnly negotiated international obligations in
the same way that Germany had in the thirties. )

Sorrfe 'British speakers, though, felt that the fa
made it imperative to review the conditions of U

it was “theological” to worry about whether this
missible “renegotiation’’.

cts of domestic political life
K membership, and one said
process constituted an imper-
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Community and in tht? Atlantic alliance, and, as the Duke of Wellington had
said, “interests never lie”.

In supporting Britain’s entry into the EC in 1967, Mr. Callaghan had said
that he could see no problem more casily solved outside the Community than
in. However, one would still have to expect to hear the language of the hus-
tings. The important thing about a specch like Mr. Callaghan’s recent one
in Luxembourg was not its rough tone but its content, which was really not so
frightening. It expressed a concern for expanding trade, for reforming the
common agricultural policy, and for finding a fairer way of financing the EC
budget. (We had always recognized that the size and shape of that budget
would change over the years, and that room would have to be made for region-
al policies.) A Tory Government would have pursued the same aims within
the Community.

The speaker felt that the wiscst course now was to talk about important
questions - such as what we wanted to do with the European Community —
and to let the civil servants handle the detailed problems. Care should be taken
to keep the list of issues as short as possible and to avoid a political confron-
tation. It should also be remembered that Europe was not just the EC. 'En'
largement of the Community should have been followed by a more manifest
effort to bring in associate members. Better use ought to be made of OECD
and the Council of Europe, and consideration should be given to establishing
a political secretariat for Europe.

p\:/hat future was there forpthc EC if, after all, the role of the UK and/‘or
France were to be limited or ended? Some thought that there was no spelcwl
magic in the number g, and that if neccssary Europe could move ahgadd'“flllit Llatt
least one “empty chair”’, and maybe even two, although tk_lat wogld. Z 1 n(’:lbel:
It would not be easy, however, for Britain to cooperate on just a limited ot
of subjects.

Others were convinced that the withdrawal of any one¢ m
would make it pointless, if not impossible, to continue th
n:tignal participant thought that it v::ls C;mrea ot
the Six, or the Seven or the Eight. erman ’, - itable
longer present to act as a buﬁ‘ger, the EC could not survive the inevita
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that no other political unit in Europe was so thoroughly shaped by the inter-
national system, including the “European idea”, as was the. Fef:leral Repl.lblic.
A particular constellation of forces had determined its constltutlo.nal and inter-
nal structure, the nature of its political parties, and the consciousness of its
class of political leaders.

The breakdown of the EC — which for the Germans had become a substitute
fatherland ~ might set Germany dangerously adrift, “without home or harbor,
goal or national purpose”, in the words of another German participant. It
was difficult to discuss this issue openly, though, without seeming to suggest an
incipient madness in German political life.

The monetary crisis and the “empty chairs” had already forced on Germany
the unwelcome de facto leadership of a sort of “North European co-prosperity
sphere”, according to an International participant. Paradoxically, it was
largely the current French and British policies which had obliged Germany
to take up unwillingly this role it had aspired to a generation ago. The prospect
of continued ““empty chairs” would only add to the disappointment of Ger-
many’s hopes.

An Italian speaker said that Germany, with its strong economy and mone-
tary reserves, would necessarily be an important factor in determining the
momentum of European integration. Other participants agreed that Germany
was the “sleffper” in the situation, and that it would be useful to have a clearer
idea of the intentions of German leaders.

Of\;\;hé;:t‘:;;ta}:foiglurea?;g’ Wethzid come to an end of a chapter, in the opinion
European country hI;d anparna;l tlwas not the end qf the book, .because no
was now clear that ther };va: a:ernatlve to eﬂ‘ectl.ve cooperation. But it
. - ho “royal way” to unity. The expectation of
making regular progress in complex matters accordi . Jend
had to yield to a flexible, undo matic i 1ng‘ to a. simple ca efl ar
ments. > g attitude, content with piecemeal achieve-

In his vi .
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which they could talk to one another again, to see if they still agreed on the
final aims of the Cominunity, and to set limits within which civil servants
could work. The essence of the Luxembourg compromise was that philosophi-
cal differences among the member states need not be an obstacle to their
cooperating on common problems, such as energy policy. But unfortunately,
organizational deficiencies had the effect of inflating crises within the Com-
munity out of proportion.

As had been pointed out by an International participant and by the author
of the American working paper, the major differences today were not trans-
atlantic but intra-European. The US would be watching European develop-
ments, not with hostility, but in a mood of disenchantment and withdrawal,
according to an American speaker. Europeans who had worried about Ameri-
can hegemony and dominance should be more concerned with the opposite.
{Two other Americans observed that the ““special relationship” with Britain
was a thing of the past, and that a reiteration of that fact should serve to
strengthen Britain’s ties with the EC.)

An Italian participant addressed this problem from a European perspective.
The European movement had been started in order to establish some sort of
balance with the US, but one could say that Western Europe today was essen-
tially no stronger than it had been 30 years ago- It was still completely depen-
dent on America for its defensc, and the recent crisis in oil and other raw
materials underlined its lack of economic independence. “We thought we had
crossed the river, but nothing has really changed,” he said.

He agreed with the author of the American working paper th.at there was
no cause for undue concern about the broad framework within which economic
and monetary questions were being dealt with, but he was fearful of two

eventualities if Europe remained divided:
1. that the US would finally ccase to
would turn to some sort of imperialistic policy;
2. that this change in US policy would genera :
Western Europe which would encourage «those who still
influence over Europe as a whole.” _
The speaker predicted that, if Europe di
“someone else will deal with the Europeans,

A Danish speaker suggested that the prese r » ans’® had
could lead in more than one direction. The first generation of “Europe

ration would be.
been Atlanticists, but it was not clear that tl}e neXt‘ugsgzsidered oo
Conversely, an Italian wondered whether Americans stl Lo g 1o e
integration as conducive to a peaceful world, or were they

bilateral relationships?

hope for a federated Europe, and

and ' '
{e anti-American tensions 1n
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On that point, a Greek and a Dutch participan.t referred to recent Signg
that Americans realized that successful European integration was sti]] ver
much in the interests of the US. A French speaker added his conviction that th}e’:
construction of Europe required America’s active and continued support
not just its benevolent interest. The alternative to an independent EurOpear;
Community strongly linked to the US was a ‘“Finlandized” Europe within
the Soviet orbit, helpless and incapable of acting or reacting.

While not disagreeing with the foregoing reasoning, an American participant
was pessimistic about the prospects for European integration. He thought that
the scarcest commodity in international relations was the kind of constructive
imagination that inspired collective eflorts. And the most fruitful source of
such efforts was the clear perceptions of short-term dangers, especially of a
military nature.

The Europeans did not sccm to perceive any immediate threats that could
be countered with current institutional arrangements, and were thus not
motivated to try to perfect those arrangements. One could evoke the dangers of
international political impotence and of economic and monetary disorder, but
it was unlikely that present European leadership could succeed in transforming
these problems into rallying points for European unity.

That left the military threat from the ““boa constrictor of the Fast”, as another
American participant referred to the Soviet Union. But the presence of US
troops on the continent made it difficult for Europeans to perCeiVe that danger
Furthermore, progress in integration was not seen by most Europeans a8 bemg

a critical prerequisite for the continued presence of American troops, WHO™
th?)j r'cgardcd as sufficient insurance against the military threat West
Fhis analysis led the mceting to a discussion of the process of Bast

détente,
*
* *
7 0
I1. The char ; s protS

. clu?mcter 'of East-West détente ; assessment of Soviet intentio™> pro?
wuropean foreign policy.

e wor

y (]);u pmhl?m in analyzing the character of détente was the use 0 ca static
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scene, was just emerging as an imperial power, and as her contacts spread
beyond her own continent, friction was bound te be gencrated. At the same
time, a maturing process was at work in Russia, bringing a reatization of limits
beyond which the USSR could not push. The need for technological and
commercial exchanges, combined with pressures from China and East Europe,
favored a period of calm.

While Europe and America would not always view the détente process
from the same vantage point — because of differences in geographical position,
military strength and international commitments — their interests were not
incompatible, and the essential process ought to be viewed as indivisible.

Although the two superpowers did have certain things to talk to cach other
about, it was not true that a special US-USSR relationship was developing
which threatened to override the Atlantic alliance, with the US paternalistic-
ally seeking to define Europe’s interests vis-a-vis the Soviet Union. (Two
French participants had expressed their concern about this.) The speaker
also denied the charge that détente was 100 much a creature of personalized
US diplomacy. Although top level contacts had received the most publicity,
the process was in fact proliferating into many levels and dcpar‘tments of
government, on both sides. The American government was (.:onsmousl.y fos-
tering this development, feeling that it would create vest_ed intercsts in the
success of the process, and would inhibit its more negatve and dangcrous
aspects.

As for the liberalization of conditions within th.e So
view was that it should be an implicit, but not explicit, con
détente. .

A Norwegian intervention emphasized the di
Soviet détente and the East-West détente in Euro
Russians had achieved a legitimizgtion of their sphere osuc the ideological
Europe, while maintaining domestically the neet‘i to pursu Jitary forces
conflict. At the same time, they continued to build up thcll'r' n(qllc]léi Cz’]tc' >
which confirmed the speaker’s skepticism about any gencrjv ized dC

To a Turkish participant, “détente’i was ess.entllall)l; jtnrccmgrkahly effective
war, in which the Soviets were turmng to simple ated slogan that the
psychological methods. An example was the often-r.epfc " oflan( ttack from
Russians’ defense expenditures were justified by their 3\/ T efonses would be
the West. If such propaganda went unchallenged, il-lrhoour rendy weakened
endangered by public pressures for disarmame':gt, w 1;:‘ O e made to realize
governments would find hard to resist. Our citizens 5 1O a stage in the struggle
that détente was not a positive achievement, but mere yar

for true peace.

viet Union, the US
dition of progress in

stiction between the US-

pe. In the latter area, the
f influence in East
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This assessment of détente as a continuation of the cold w?r in ano(htr fore
was shared by a Danish speaker. Western Europe was bc-mg sub).c'ttcd 03
massive Soviet offensive in the fields of culture, informauot.l, polmcs, trace
unionism - everything short of military confrontation. This offensive was
probably most intense in the trade union field, whc"r.c strenuous cﬂ'ons‘wm
being made by the Russians to de-emphasize the political content of the inter-
national union movement, ‘

We were returning to the situation of 1948, with the important difference
that this time we were naively unawarc of the threat. Those who were con-
cerned were reluctant to speak out and be labelled *“cold warriors”. The spcakfr
was not opposed to more contacts with the East, so long as Western public
opinion would not be led blindly to belicve that this was the way to greater
safety and security.

The author of the German working paper thought that the evolution dcsc-_
ribed by the Danish speaker could be interpreted quite differently. None of
the Western architects of détente policy had cver thought that it would not
result in more contacts and communications, more meetings of organizations._
and increased movement across borders. That was indeed the whole point of
détente. But it was a two-way strect, in which cach system challenged the
other, and we would be mistaken to look only at the negative implications.

Another German speaker argued that the preceding Danish intervention
was in fact a demonstration of the existence of détente. One no longer worried
about a blockade of Berlin or a closing of access routes, but about the stupidity
of trade union leaders! This marked a notable improvement.

Still another compatriot thought that it was unrcalistic to expect that
détente would remove the causes of tension between Russia and the West.
A more modest objective was simply to lessen those tensions. The treaty of
Moscow, renouncing the use of force, had been a step in that direction. But
détente would be more superficial than real so long as the Russians thought
in absolute terms, as opposed to the Western notion of a modus vivend:.

An International participant pointed out that one’s assessment of the process
of détente was bound to be influenced by his subjective views and individual
hopes. Nevertheless, there were certain objective facts that could not be ignored:

policies, in the Middle East and elsewhere, despite professions of peaceful
cooperation; and the unwavering commitment of the powerful Communist
party leaders to revolutionary action. Russian methods had become more
subtle, and their propaganda had made substantial inroads in Western intellec-
tual, academic and religious circles. In view of the realities mentioned above,
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however, we had 1o be on guard against pressures that would lower our de-
fenses.

An American speaker referred to the dangerous tendency in Europe and the
LS 10 take détente for granted. Sovict observers of the current American scene,
for instance, might find a number of reasons to be skeptical themselves about
détente. Legislation for liberalized Sovict trade and credits was in deep trouble.
In the Middle East, the Sovict Union’s place was being croded by active US
diplomacy. The new American entente with China gave cause for concern.
And the US was building up its own military strength.

An International speaker, who was supported by German and Norwegian
participants, made the point that a nation’s intentions and the pattern of its
relationships could be altered much more casily and quickly than its defense
capabilities. Therefore, we had to negotiate détente from a position of strength,
and it was essential that the military balance of power be maintained. Détente
without defense was a delusion. The Soviet Union had managed so far to
combine these two aspects morc successfully than had the West, but the
Harmel Report had concluded that adequate defense arrangements had to go
hand in hand with détente.

As the International speaker pointed out, détente was one of the legit'imate
objectives of NATO, along with dcfensc, deterrence, and the preservation of
solidarity within the alliance. The phenomenon of détente covered a wide

range of possibilities, from scientific, cultural and professional exchanges t.o
negotiations such as SALT, MBFR and CSCE. We might hope that all this
would bring about, not only a reduction of the feeling of tension, but a reduc-
tion as well of the causes of tension in varying degrecs. We had to be caref:ul,
though, not to alter the substance on our side in exchange for a mere alteration
of appearances on the other side.

AnpcAmcrican participant addressed himself to the problem pos ed byrlf}}i
fact that intentions could be changed more readily than capabl_htles- dto
policy of the West had to be to try to shapc the intentions 9f the Soviets, arll o
affect the calculations that they would have to enter into if they contempla
a change in their policies. .

Bccai:c of thcil?(:)wn internal constraints and procedures, lct1 Wilélfh:c;‘e:z
all that easy anyway for the Soviets to change course from one :«r}l’d  terrents
They would be additionally hindered by any impediments
which we could skillfully contrive to put in their way. that the US SR had at

The speaker went on to say that it was unfortunate

: interests and had
times - in the Middle East, for instance ~ pursued its oW

. which was
. . . . . this was a process .
behaved in a way inconsistent with détente. But e e vie wed in just one di-

bound to have its ups and downs, and it should m
mension. 35




The US saw clearly the varied nature of the détente process and the dangers
inherent in it, and was prepared to respond as the occasion required. When the
Americans had perceived in October 1973 a potential Russian violation of l}.lc
ground rules of détente, they had reckoned that they had onl).f five l'xoun. in
which to take resolute action, which precluded consultation with their allies.
However, eight days before that occasion, the US had made two deliberate
efforts to raise within NATO the question of Soviet conduct in the Middle
East and what the West might be able to do about it. The response then by
America’s allies had ““not been overwhelming”, and it did not lie well with
them to claim that the issues raised by the US military alert were new to them,
or were violative of the spirit of Atlantic unity.

An Austrian participant saw a continuing danger of military confrontation
with the Soviet Union in the Middle East, cspecially if the relative stability
of that region were to be upsct by changes in local leadership. This risk made
it more imperative than ever that we scck to normalize East-West relations
~ but not in a way that would undermine Western political unity.

A Danish participant referred to the recent speculation in Vienna about the
Soviet Union’s plans to make a military testing ground of Yugoslavia after
the passing of Tito. At any rate, the Yom Kippur war had shown that conven-
tional wars could be unleashed, fought and stopped without deteriorating into
nuclear conflict, depending on the good offices of the US and the USSR.

An Italian speaker thought that the Russians might feel freer to undertake
military adventures if China were to assume a more passive stance while con-
centrating on its internal development.

According to two German participants, the most scrious threat was no
!onger military aggression, but the transfer of military power into political
influence. There was some dispute about whether “Finlandization” was the
appr'opriate word. A French speaker alluded to Russian intimidation of Finnish
pubhsheljs, while a Swede argued that Finland's experiencc was actually
proof of its remarkable independence. In any casc, what was meant was the
use of external interference to restrict domestic choices in other countries.
th;le‘:llf ;:trlrllc;il eof; ltel;i get;,rvnaxtl workigs paper said it was cssential that' this
were to maintain ade uateesde rfr'1 e ll)lc ote. T CSPCCla."Y the youth, if we
respond to appeals based on the ssmamper o o ole Would no longer

! _ ssumption of all-out military attacks, which

now seemed fairly unlikely.
o s bt e At oty among
said, that a part of the natioz’lal biga . par.t1c1pant. They would insist, she
poses be devoted to what th Sete previously reservg?d for defense pur
at they considered more worthy aims, such as social

36




justice and the protection of the environment. 1t seemed logical that détente
thould result in a certain reduction of military capability. Since it was not
prudent to undertake this unilaterally, could one not hope to find among the
Russian youth an echo of the anti-militarist feeling being expressed by our
own voung people, and somchow to transform this sentiment into pressure on
the Soviet regime?

One German participant feared that the process of détente might enable the
Soviet Union to impose on the West certain forms of so-called “good conduct”
in their internal affairs, which would pose a particularly serious problem for a
country like Germany, on the border between East and West. The speaker said
that the result of the “Third Basket” talks in Geneva concerning the free
movement of persons had been disappointing for the West. The Russians
should not be allowed to pretend that a satisfactory understanding on this
subject had been achieved.

A representative of Greece, another border nation exposed to direct pressure
from the East, felt that the great majority of his people, despite their harsh
experiences since 1967, still understood the significance of the overall power
relationships and would stand in support of the Western alliance. But it was
false and dangerous to believe that the suspension of democratic procedures, m
Greece or elsewhere, was necessary for military security. The protection of
human freedom and dignity was essential to the cohesion of Western society,
and a departure from basic democratic rules in any country was of concern to
all. The obligations under Article 11 of the NATO treaty were thus as impor-
tant as the military provisions. This thesis received strong support from a
Norwegian intervention.

With respect to the economic aspects of détente,
that the West might be taken advantage ofin the transfer of valuable technologfy
to the Russians against long-term credits. He questioned whether this was 211 dsabz
and productive way to proceed. Another American agree.d that 'thlS }\;vmé o
foolish if it were the only aspect of our economic dealings with t (;3 t0 “
Union, but that was not the case. He believed t.hat we §hould' Cortl ltcethe
economic policies with a view to giving the I.{usman.s an 1.1r1<:en1t11V6e :conomiC
in a way that would maintain a political chr.nate 1‘r‘1 _Wthh”t 0s
policies made sense. This came back to the notion of hnkagfet};e recent large

A German participant referred to the fact that one © e M mecessary,
Russian orders for capital equipment had been for cash, not ire .
the Soviet Union was prepared to pay in gold f.or our tecll‘mo ‘?vi};l the Russians,

A Swiss speaker counselled firmness in business dea 13gcountrics and who
who usually asked for terms reserved for less-fievelOPe 1 ropertY’ rights. At
had not yet demonstrated a proper regard for intellectua’ P

an American speaker warned
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the same time, he thought we should seck avenues of cooperation with tir
Soviet Union on grounds other than the military and politcal: riz., ecolog,
public health, population control and urban problems. '

An American participant suggested, however, that we should guard against
the Russians’ subverting such cooperative efforts to their own ends. The
might propose, for instance, that the risks of environmental pollution would
be reduced if supertankers were supplanted by pipeline systems - under the
Japanese Sea, say, or across East Europe. This would threaten the principle of
freedom of the seas which we had always taken for granted. While the risk of
open war was probably receding, we might have to contend with a reduction
of choices, a slow squeezing down of many frecdoms to which we had been
accustomed.

Détente was not unrelated to the process of European integration, To an
Italian and an International participant, it scemed that the Russians would
try to use the ESC and MBFR to impede European unity, and that the Western
European countries had to take carc not to make concessions which would
tie their hands politically.

On the other hand, a Belgian spcaker observed that the forecast that the
enlargement of the EC would provoke increased Soviet hostility had apparentiv
proved wrong. Moreover, the Russians had raised no objection at the Geneva
conference when the nations of the EC had spoken with one voice. In the ficld
of political cooperation, the Soviet Union had grown used to the practice of
waiting for the outcome of the deliberations of the Community’s political
committee. This official change was a function of the emergence of a unified
European position. Converscly, any retreat on the road to Furopean umty
held obvious dangers, as had been suggested by those whoe had spoken of
“Finlandization”.

T.he notion of a European forcign policy was supported in principle, and an
Italian participant pointed to the ncar-perfect unity that had been achieved in
the conferences of Helsinki and Geneva. While a French speaker thought that
the room for maneuver in developing such a common policy was fairly small,
a G.erman urged that the search be continued, without any illusions about
ﬁnc!lng p(larfection. Perhaps the most promising ground for C(;()[)Cr.ltiol\ would
be in regional agreements, such as for the Middlc East, where each country
would agree to look after one particular aspect of '

On this subject, a British participant w

would be desirable to brin
East.

a joint undertaking.
. ondered, incidentally, whether it
g the USSR into a pcace-keeping role in the Middle
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An International speaker observed that it was awkward for the EC to try to
carry on a diplomatic dialogue with outsiders because of the difficulty of sub-
sequently modifying a previously agreed position.

Another International participant wondered whether it was realistic to

expect détente to advance much so long as the EC remained in uncooperative
disarray.

1. The essence of present NATO strategy; prospects for a European defense capa-
hility. A detailed resumé of the NATO strategy was offered by an International
participant. He began by noting that the NATO ““forward style” of defense
was marked by a flexibility of response, capable of being adapted to the partic-
ular threat in question. As a purely defensive alliance, though, NATO always
had to accord the initiative to the other side.

There were three principal military elements: conventional forces, a tactical
nuclear force, and a strategic nuclear capability. The move towards parity,
which was most important in the latter ficld, was one of the main causes behind
the strategy of flexible response, which put more emphasis on conventional
elements, NATO had an intermediate, ‘‘stalwart” conventional capability
~ less than a full capability, able to respond to any kind of attack, but far more
than a mere “trip wire’’ capability. .

Our balance with the East was dynamic, not static, the spee.ll.ie.r continued.
It required a continuous monitoring of the other side’s capabilities to enable
us to hold them in some sort of credible check. NATO’s strategy was basefi
on the belief that the Russians did not have a “‘master plan”, but a detér'ml-
nation to exploit their force wherever they could with acf:eptable pOIIEICsl
effect. As long as NATO stayed militarily strong, there was little chance ot the
kind of massive Russian attack for which we were PTCPar_ed‘ . d

The current re-thinking of nuclear strategy in the US 1n.volved an 1ncrif1:161
emphasis on the capability of acting against targets W hich were be S'S:in lsub}:
military. That capability had existed all along, but it was now bel g
stantially refined.

According to the speaker, the recent .. ¢ military forces.
no innovations in doctrine, planning or the composition 0

. : had
They had, however, produced valuable confirmations of (;stlmz::,is ;};?;-taik
been theoretically derived in such fields as elec'gr(?mc Wzr z}rei orous, quick-
means. The war had also shown the value of training and O vig >

acting military leadership.

Middle East hostilities had revealed
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In the MBFR negotiations, he said, the West was sceking an unbalanced
reduction in order to achieve balance, while the Soviets favored balanced
reductions to perpetuate imbalance.

A Belgian and an Italian participant expressed regret that France, which had
championed the principle of military independence, was not participating in the
MBFR discussions. The author of the French working paper agreed that it was
senseless for the French not to take part in the Vienna talks. Another French
speaker predicted that his country would in fact participate as soon as those
negotiations could be placed in a suitable political framework. For the present,
though, the discussions were “‘asymmetric”” and were not sure to lead to any
positive conclusion. This speaker went on to claim that France was cooperating
actively with its NATO allies in many ficlds, including the military.

The prospects for a greater integration of European defense efforts were
discussed from various angles. An International spcaker thought that the
useful work of the Euro-group might well Icad eventually to a real European
defense capability. The development of such a European force could give
an impetus to the safe and deliberate reduction of US troop levels in Europe.
The need would remain, though, for a central American role in the formulation
of doctrine and planning within the NATO context,

For a Danish participant, it was difficult to foresee an end to Europe’s
double dependence on the US: for the nuclear umbrella as well as for the
afivanced electronic equipment neceded to cope with anti-tank and ground-to-
air missiles. A Swedish observer reflected on the reasons behind Europe’s
inability to insure its own defense. To him, the ineffectiveness of international
coo.pe.ration in this and other fields was due to “disintegration within our own
societies and the lack of strong governments”’.

A British participant pointed out that Sweden spent more per capita on
defense than any country except the US. He went on to argue that no grouping
larger than the nation state could maintain a degree of ‘“‘social morale” ade-
quate to support the necessary defense expenditures. In his view, both NATO




ment in Eastern Europe presented a major obstacle to a Soviet re-evaluation
of the threat to them. A comprehensive NATO defense review waslong overdue,
in the speaker’s opinion.

To this suggestion, a Turkish participant replied that an adequate review
had been contained in the Harmel Report. The Soviet threat was still very
real, although it might have changed somewhat in form. If the Russians had
become “‘conservative”, it was only to hold on better to what they had seized;
and they would continue to seck to expand their influence.

This speaker and a number of others gave strong support to NATO in its
present form. A Dane said that there was no credible alternative to NATO,
precisely because of its Atlantic character, as exemplified by the presence of
American troops in Europe. An Icelandic participant judged NATO to be the
best natural forum for European-North American cooperation, but he advo-
cated greater efforts within the alliance to keep the public informed about the
extent of the Soviet military build-up. Publicity about SALT, MBF.R and the
CSCE might lull our people into a false sense of confidence, which would
threaten the maintenance of adequate defenses. ‘ )

Interventions by a British and a Norwegian participant laid particular
emphasis on the work which had to be done to make the role of NATO pettﬁr
understood among young people, whose strong support would be need.ed 1f‘t ic
institution were to survive. The youth of today were probably less nationalistic
and materialistic than earlier generations had been, and appeals would have
to be directed to their more idealistic concerns.

*
* *

. : . : ; .. palidity of the neo-classical
IV. Economic considerations: the impact of inflation; V iy of d free trade;

. . tate an
market concept and the hope/expectat?oﬂ of gro'w.ti;l, _thti;jizgznsprovided a bridge
organized power and economic liberalism. A British n The speaker

i 1 ing two topics and this one. .
e o Kippu e B ed a tul;)ning point petween the period

said that the Yom Kippur war had mark ¢ a battle for raw materials in-
of potential superpower confrontation and th:at of a dramatically the conOMIC
side the West. This competition was bound to 1r.1crcase And if we failed to con-
gap between the northern and southern hemlspheres-s the East-West conflict
trol the scramble inside the West for scarce resourcev,cr the increcasc in raw
might take new and more dangerous forms: }B:Izi)er(r)xeno’n of inflation, which
material prices had greatly aggravatfld the 5\] etem societies. In what direc-
was now the major problem confronting all Wes

tion should solutions be sought?
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The analysis of this participant was based on his conviction that national
and international institutions and burecaucratic structures had far less influence

than was commonly imagined on cither the direction ()-f th'r m.xil)' ofcc.onomic
policy. The US, which alrecady enjoyed th.c type c.;I n.nsmuu.(mal unity the}t
Europeans were secking, still had a hurd. tum-'.u'lm-nng unity or economic
policy. Many nongovernmental bodies, including multinational companies,
had a major role therc in shaping policy. .

In looking for the causes of inflation, one could not avoid placing some
responsibility on the welfare state. But it was not solely to blame, S(?me coun-
tries with the worst inflation had little democracy and no redistribution of
wealth; others, such as Brazil, had managed to reduce inflation while effecting
a redistribution.

It seemed to the spcaker that one of the main roots of inflation was connected,
not to democracy, but to the private enterprise system. That svstem depended
critically, he said, on the artificial stimulation of maximum consumer demand,
“by persuading ordinary people that they're entitled to a steadily rising middle-
class standard of life ~ whether they're working class or middle class, American
or Egyptian”. Restraint was advocated only at the time of wage negotiations
with workers.

Out of this system, the spcaker foresaw the cmergence of intense competition
for raw materials between nations and multinational companies, in their
struggle to hold a maximum share of shrinking markets. If it were not to
produce divisive friction in Western socicty, this competition would need
to be mitigated by our governments’ increasing their control over the private
sector.

The analysis of a Canadian participant had a difterent point of departure,
in that he was fundamentally inclined to placc greater trust in the efficacy of
market forces. But he saw that the cconomic reforms of the past half century
had substituted human Judgment for the automatic corrective devices of the
markét, emasculating the power of the system to control inflationary pressures.
Inflation had been sustainable only through continual growth, which in turn
had been achieved only through the plunder of natural resources.

But now ““the ball game is over”’
phase of a larger crisis,
for the control of reso

> he said. The oil crisis was just the first
to be marked by increasing shortages, bitter struggles
urces, and greatly moderated growth. This might be
followed by a destructive hyperinflation which would be one of the great moral
» as history had shown that no country was likely to survive

ts annual inflation rate reached 20 per cent. The problem

$ economic, and could be sur i
 § ¢ mounted - by
political leadership. onty by superor
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Similar afnclunons were reached by a German participant, who feared
that the fabric of our societies would be torn apart within a decade unless some
means were found to overcome galloping inflation. Anything less than the
joint management of the changing world economy was doomed to failure, and
the speakcr was optin}istic about the effectiveness of the transnational forces
described in thc.Amcncan working paper. Half a dozen knowledgeable people
had 'manag‘ed, in effect, to set the world’s monetary system working again,
al?d it was lm?ortant to try to knit together our networks of personal contacts.
We had to resist institutionalism, bureaucratic red tape, and the creation of new
Pmcedures and committees. Official bodies should be put in the position of rat-
ifying what had been jointly prepared in advance.

Above all, the speaker said, an agreement ought to be shaped which would
obl.igc the governments of the major economic powers to support each other in
resisting domestic pressures for inflationary policies: bigger budgets, lower
taxes, cheaper money. Governments should feel bound, as part of the world-
wide fight against inflation, to slow down the volume of money and credit
and to follow sound rules of financing their central budgets. The voters had to
be taxed in the aggregate as much as they were benefited by the spending of
public monies.

It was not enough to adopt international resolutions defining these ground
rules. Procedural arrangements had to be devised under which national gov-
ernments could help one another to resist inflationary pressures.

This speaker offered his opinion, incidentally, that the floating of exchange
rates had exacerbated inflation by removing the disciplinary effect of having
to defend fixed parities against market forces.

Beyond the urgent task of combating inflation, there was a broad agenda
of economic goals on which Western international cooperation was needed:
establishing a coherent monetary system; facilitating the flow of short-term
capital; rationalizing the division of labor and production; coordmat}ng our
economic and technical cooperation with the USSR; an_d elaborating our
programs for investment and aid in the developing countries. We should not
lose sight of the fundamental aim of making the world economy work as a
whole,

An Italian participant though
placed to give a lead, together with .
inflation, which was now the most dangerous Crisis.
to find a way of covering the balance of paYme}xll.tsh
countries — notably France, Ttaly and the UK —whic

by the increased prices of oil and other raw materials.

The full brunt of this problem had not yet been fe

t that the German government was well

the US, in initiating proposals to combat
The immediate task was

deficits of the Western
had been most affected

lt, and it was not likely

43

(



ation of the private banking system
-sponsored schemes would probably
It used 10 be said, the speaker remem-
But the present economic
alistic policies, and threaten the progress of

that it would he solyved through the oper
or other transnational forces. Government
be more cftective and less inflationary,
bered, that crises promoted international unity:,
crisis might well foster more nation

Europcan integration.
An Amecrican participant was not inclined to look to government in the

first instance to furnish a cure for inflation and related economic ills, It seemed
to him that inflation and national autarky had arisen from the same central
circumstances: the modern combination of the welfare state and widening
demands for economic participation, under the democratic notion of egality.
Promises and expectations of “‘heaven on carth for cveryone™ had put un-
bearable pressures on the whole economic system.

At the same time, the restraints which had kept these pressures under control
had been greatly reduced as people around the world lost faith in their belief
that economic rewards were being justly distributed, and demanded a reallo-

cation. This was true not only within nations, but from country to country
¢ aspects of the oil crisis, for instance, was the

the current bankruptcy of Western political leadership.

The welfare state, with its centralist origin and style, had itself been held in
b.o%mds in the past by the larger notions of the European and Atlantic commu-
nltles,- both of which were now in disrepair.

eased. Therefore it was essential that we continue the advances in social prog-
ress made over the past 20 years, while recognizing that the era of limitless

flation being brought under contro} in the very near future, It was probably
an even more critical problem than we had recognized, but the causes of its

treatment would be clearer after completion of the comprehensive study
recently undertaken by the Brookings Institution, in collaboration with other

research institytes,
One key question had to do with the effect of floating exchange rates. The
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move to flexible rates had eliminated the big balance of payments disequilibria
of the past, but had it also served to fuel inflation? The speaker recalled Herr
Emminger’s statement two years ago that the fixed exchange rate system was
one of the major engines of world inflation. One was led to wonder if the
flexible rate system was not in fact less inflationary.

For one thing, in a flexible rate system there was a countervailing currency
appreciation for every depreciation, which had an anti- inflationary result.
For another, the inflationary effect of a depreciation produced a genuine con-
cern for the balance of payments position. In the US, there had never been
much concern about the payments deficit under the system of fixed rates bascd
on the dollar. Today, on the contrary, the monetary policy of the Federal
Reserve took much greater account of the balance of payments.

The speaker said that the US and Germany were the key countries in the
fight against inflation, serving as relatively stable anchors of price stability.
If the new system of flexible exchange rates encouraged both countries to hold
down rates of inflation relative to where they would otherwise be, there was
perhaps reason to be hopeful. .

An International speaker said he could not share the.conclu§10ns of the
American working paper that the monetary record was 1Lmpressive and the
outlook fairly sanguine. The annual rate of inflation in the OECD area as a
whole had been 12 per cent in the preceding 12 months, and 16 per cent1n the
last three months. This was sure to encourage undemocratic fqrces, and strong
action had to be taken nationally and internationally to stc.)p it. . cd

The progress of inflation was inevitably linked to the disintegration © t1i<i
monetary system, and Europe and the US had to cooperate closely in mon
toring the effects of the system of floating exchff.nge rates. sion about

A British participant agreed with the preceding German mterveln ! Bu ; iFwe
the inflationary results of budgetary deficits and excess money suppty- < read
looked in turn behind those effects, we found a soc‘ial cause: thed w(;dcmr:;gv 1 li ey
of a revolt by the underprivileged against those 1:11therto regar he'nzsa fion. Since
Wages were being made to rise too fast, producing a cost-pusi ! crted inter-
social structures varied from country to COUI.’ltI‘Y, t}}OUgh’. co:c&)r Athc UK
national action was impossible. An anti-inﬂauon policy writte
could unfortunately not be applied to Nigeria. o

International cooperation could be effeche, ho;:/jevfiri;in expectatt
in combatting imported inflation in the Thlr.d World. t t‘hcfc b ded to flow
the less-developed countries meant that nevd 1nvcstm€3 the i’ropcr application
to industry, not agriculture. The training of farmers }aln result that food cxports
of collective techniques were being neglected, with the

vere beCOIIlIIlg increa 1 Iy ||e| ““1)(”“:]5' A l“ultll)ll(,lty ()(
S ng

n another front:
ons in
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y investment projects in the LDCs, but the:
as an cnormous field to be cultvated in
hat they were better placed within the

organizations were dealing witt
efforts appeared fragmented. There w
coordinating these projects to assurc t

whole economic framework of the host country.
This subject led the speaker to obscrve that the West's interaction with the

Third World would present problems for years to come. The differences be-
tween socialism and private enterprise could be said to be csscntially differences
in stages of historical evolution. Industrialization had been started in the West
by private individuals. In the Third World, the lcad had come from govern-
ments, not only because they commanded the financial resources, but also
because they saw in industrialization the fulfillment of a national purpose.

It was only natural, then, that the Third World should feel a greater ideolo-
gical kinship with countries which were public-sector oriented, such as the
Soviet Union, than with the private-sector oricnted nations of the West. We
had to keep this in mind, and to try all the same to display understanding and
sympathy to the people of the Third World.

An American participant found the preceding speaker too ready to dismiss
the possibility of international cooperation on domestic inflation caused by
social pressures. While it would admittedly be difficult for some international
organization to tell member states how to handle their social budgets, could
one not envisage an undertaking of true international statesmanship, having as
its aim a sense of common burden-sharing, even of “‘austerity”?

An International speaker agreed that excessive demand was a primary
cause of inflation, but referred to the difficulty of managing national budgets
with increased social transfers. While we should not move away from the
market economy and the fundamental concept of growth, we needed to develop
a mult'iplicity of objectives of economic policy. Our citizens were becoming as
much interested in the qualitative aspects of growth as the quantitative mea-
sures, and governments had to adapt themselves to these new demands. To
manage our market economy in a more sophisticated way, new governmental
structures would be required.

" ::}11 i;zir;;i?ag?éggilﬁrgn t:étit that it would be a great mistake to put. too

: : es, such as monetary and budgetary restraints,
as a cure for inflation. A principal cause of this “most reactionary force in the
nercased price o tans material — 1ed. by il but inciading food, foritsers
minerals and timber. OPEC had (:lemor}:strIa;xEdHthl;rl ‘ l:)tézf' f;O(;‘d’ fertlhzer.sa
and political extortion that existed in dealing with thesp odities T

The developed world had no set of rul 9 to deal e_cl;)mmOdltleS-
supply, the attention of such organization:s *GATT b PrOblemS O'f short

as GATT having been directed
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(oward freer access to markets. All industrialized nations now had an important
qake in developing multilaterally a code governing access to scarce raw
naterials. Rules should be spelled out covering the rights of exporting and
importing countries; the range of acceptable export controls; strategies for
developing international reserves and for cxpanding supplies; and sanc-
tions for countries which imposed export controls unilaterally and for blatant
political reasons.

It would not be easy to develop such rules, and account would have to be
aken of the economic and moral claims of the developing nations for a proper
return on their products. But if we failed to establish some program along
these lines and to cooperate in implcmcnting it, then we could expect to face
many more “OPECs” and increasing disarray among the democracies.

Another American intervention dealt with the particular crisis in food and
feed grains, This was related to the uncontrolled growth in the world’s popu-
lation, which could not be significantly restrained before the year 2000, by
which time there would be six billion people. After that, we would perhaps
have a few generations with the population under more reasonable .contro.l.

It was not likely that the Americans would again be a source of big grain
surpluses. They would produce only their share of rather small buffer §tocks.
The less-developed countries which could do so would have to grow their own
food. As there were finite limits to the amount of available farmlanfi in th(.)s}e1
countries, they would need to adopt more efficient agric.ultur.al policies, Wltt
the help of research stations and investments from the agri-business community
in the developed world. :

As the nat?ons of the West worked to attain some mastery over these various

. d disappointments.
economic problems, there were bound to be reverses ai PP

pp € ultlll OClal an 1ltlca1

reactions. The author of the German working pa}per w.arn lsm in this era of

dangers of relapsing into autarky and economic r%a'{lona

growing interdependence and scarcity of raw materlzll S-t.Ons mport controls,
A Dutch speaker feared 2 chain of currency c.leva ua; “u;u"avelling” of the

reduced trade and rising unemployment, all 1ead1ng, toa

fabric of the national states, reminiscent of thff 1939 S}'1t of the smaller nations,
An Austrian participant spoke of the special Phg

i tar disintegration
who were usually the hardest hit when economic and Iz,lzn;f ih}; O inational
led to “beggar-thy-neighbor” policies. The phenomen naintaining
companies had roduced 2 new disparity :ng this at the national
high prosperity al;d employment and the means o 3(515_ lfli?crlllglt to regulate their
level. Governments were finding it increasingly @

econormic instruments.
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i the troubled times ahead, scape-
ade of special entities, be they multinational companies,
ats, or indiv idual countries. 1t was mislakcn,forcxample,
4y in the forcign exchange markets at the door of

tsurers had simply been acting as prudent cor-

porate managers. A reproach might properly be addressed to the governments
of parent company countries - notably the US - for a laxity in supervising the
activities of its MNCs, hut nothing was to be gained by making life impossible
for international industry.,
Politicians and diplomats, in turn, had comparatively little room for ma-
neuver. Currency fluctuations usually reflected the results of fundamental nation-
al policies, and were thus not easily controlled.
The leaders of all Western countrics, including France, recognized the fact
of our interdependence. It was pointless to divide ourselves into camps o
optimists and pessimists, What was nceded were the qualities of directnes,
frankness, and a certain toughness in approaching our common problems.
This intervention found an echo in the statement of a Swiss participant, which
dealt with the advatages of a free international flow of capital and labor.
Multinational companies would not function at their optimum effectiveness
until their workers were served by truly multinationa] trade unions. Progress
in this field was slow because of the reluctance of national unions to give up
their role,
The speaker hoped for a reversal of the trend to place direct and indirect
obst.acles in the way of transnational investment. International political inte-
gration might be far away, but the diversity of worldwide economic relations
would build up a valuable solidarity of its own which would not casily be

destroyed.

A Frenchman was heard 1), plead that,

goats should not be m
politicians and diplom
to lay the blame for the disarr
the multinationals. Their tre.

financial endowment but unhindered by governmental pressures, which had
brc?lfg.ht nto being a complex of laboratories on a leve] equal to the US
facilities and superior to those in the Soviet Union,




and future generations with decisions for which mankind had no useful
experience or precedents.

Intellectual and material forces had been unleashed which were strong
enough to rend the world apart, or at least to warp national purposcs and
policies. True independence was no longer possible for any nation.

It was essential, the speaker said, that we seek to pool the knowledge and
wisdom of the Western world. The burden was now especially heavy on the
leaders of the Atlantic community to educate their peoples as to these facts;
to avoid temptations to submit to domestic pressures for short-term relicf; and
to cooperate with one another on the development and conservation of our
natural resources.

Another American speaker, alluding to the weakening of Europcan and
Atlantic solidarity in the face of changed perceptions of the Sovict threat,
suggested that the current economic crisis — inflation, payments deficits, Flu'
rising cost of energy, food and raw materials — could serve as a new unify}ng
force, a rallying point for the Atlantic community and Japan. Such a notion
had underlain Secretary Kissinger’s initiative in organizing the Was}nngton
conference on the energy crisis. It was disappointing that no real 1mpctus
toward cooperation had yet emerged, but hopefully there would be a uscful
follow-up. nded t

An economic dialogue of that sort should perhaps eventuallY.be cxp‘mi cd to
include oil-producing nations and the less-developed countrics. But th “1]-,
dustrial powers of the non-Communist world had special interests ilm(:‘”:
themselves, and until they came to some agreement they could not have:
very effective dialogue with the rest of the world.

- plicati . industry
V. Energy developments: political and monetary zm[.Jllcatzlons. :(X:g-(rlil::nl'Pm-tici‘-
» developments during the past year were summarized ;y 2‘1] i i he
I pant. International oil operations had becorr}e comp Ct(~¥1\} D porting coun-
producing countries, he said, and were bf:commg 5_(1) m r"nn)l Y ;
‘ tries. PrOduCing countries were instructl.ng the o C;)r ‘(h('ir pnlitic;ll stance.
‘ produce and where to ship, and demanding SUPFO”M?H ot
Increased prices had given them the option o’ cu n:;ui whenever it suited
losing revenues and they now fele fre” t(?al;);c::n‘éf:‘::;:1s fnlr a price cqquivalent
them. Kuwait had proposed to exproprl SSIOTE
to only six days’ production.
No oil company or importing cou

anics how much to

wetion without
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continue to be available. No one could prudently invest in the future of o]
refining or transportation; present investments were being made mainly on
the momentum of past decisions, and did not take into account future supply

availability or terms,
The oil companies would no longer be able to act as intermediaries, a;

their producing afliliates had become merely the instruments of the policy of
the producing countries. The next step would be for OPEC to make further

inroads on oil company profits.

As oil importers engaged in the race for supplies, prostrating themselves
before the producers, respect for the sanctity of agreements was disappearing,
Producers could be expected to take full advantage of broadly-phrased fore
majeure and price escalation clauses in oil contracis,

The attendant financial problems could not be casily solved. Even assuming
a drop in the rate of growth of energy consumption from 5.6 per cent (1968-72)
to 3.3. per cent (1972-80), the OPEC countries would still receive roughly
$800 billion in payments between now and 1980 1at $8-9 a barrel), and would
accumulate at Icast $300 billion of this for investment. The Western banking
system would thus acquire an unsound dependence on a handful of national
depositors. Inflation would not relieve the financial impact, as crude oil prices
were indexed. Aiming to cover the increased oil import bill by boosting exports
would simply transfer the problem to other countries.

The potential impact of this situation on the industrialized world was enor-
mous, and the speaker recommended the urgent formation of a non-political
group from various oil importing countries to get a view of the overall picture:
what price level was bearable; what payment arrangements were desirable;
what were proper guidelines for bilateral ol deals and barters; and what

Program of coordinated support might be cstablished for the economic devel-
opment of the producing countries,

These e
to the political authorities, with the aim of agreecing on an approach to the
pr(l)ducmg countries in the spirit that “we’re all in this together. (In the end,
only the West could assure the regimes of those countries of protection against
1nf;rnal upheavals and external threats from the USSR.)
takehte}:peak.er Was not optimistic that the political will would be mustered to
15 united appranh. But he was convinced of the futility of a purely
€conomuc response to 3 Situation that was essentially political

A Norweglan Pparticipant lent strong support to the conclusions of the




wofold aim of conserving energy and developing new sources of it. That
project had been proposed for the US, but it could be adopted as well by
other countries.

A Dutch participant spoke of the dangers of consuming countries’ ‘“‘going
bilateral” in their efforts to secure adequate oil supplies. France’s agreement to
pay far above the market price had been a major cause of her forced with-
drawal from the European currency ‘“‘snake”.

The importance of conservation programs was empbhasized by a Canadian
as well as an International participant, who reckoned that it was far cheaper
to save energy than to increase production of it. Public opinion had to be
educated about this, he said. An American estimated that the US might have
the capacity to be self-sufficient by 1980, but it was probable that cven at the
end of the century his country would be only 85 per cent independent. .

A British participant spoke optimistically about the contribution which
North Sea oil would make to the UK’s energy self-sufficiency, with the atten-
dant benefit for her balance of payments position. It would not solve all of
Britain’s problems by any means, but it would make some of them very much
easier by 1980. .

An Ttalian speaker thought this sounded like the talk of a sick man wl.m
thought he had found ‘“the elixir of long life’”. Might not t}.xe econo’r,mc prom_lrsg
of North Sea oil prove as illusory as Khrushchev’s “virgin lands .Of R“SST'

An American participant agreed that conservation was essential, lnll(tl 11(“
said it was not the answer to the problems of this decade. The us wouh b
dependent on oil imports — which would increase ab?olutely, althouls1 kr::t
relatively — until well into the 1980’s. Assuming massive mvestn.&ents and a lo !{-

. . . re reliable and diver
enough time frame, private industry could develop a mo

sified pattern of energy sources.

isillusi i il i ry at the un-

The speaker referred to the disillusionment 1n thf oil 1:/1;(1;25;2}, A
ill ernment to act or o provide guidance.
wmmgncss o e oo ernment to do even the (‘.2151(‘5(_]()1).

Politicization had made it impossible for g0V . e e
emergency allocation of supplies. The private 01} comp v.\-lhnc O .
task had fallen had received only brickbats for their efforts.im‘m o
panies hoped to be able to make up in some way for the pc:is(;n ,was A
government to act, the range of their possible coopera

limited by the antitrust laws.

A big i voided by all governments W& : The oil industry
prices infisu\?o?umes to ze agreed with the OPEC nations. The ot

i ate of $100 billion a

i C countries at the ra : »
year, o makln . ment o four OPE 1 < < (l ust ment for
year, or roughlygfc?uz times last year’s paym.cnts. (T}nsbwas be‘fio(‘r(el 1r (‘J( e
the ;’artiCipation and buy-back prices, which would be appi®
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At least two-thirds of the $100 billion would be af:cumulated in reserves not
spent currently. The Euromarket could recyclt‘: this money for the short run,
but an indefinite transfer of sums of that magnitude was harfi to contemplaFe.

Other interventions dealt with the possible repercussions in world financial
markets of this huge accumulation of ‘“‘petrodollars”. A British speak.er obser\:ed
that the Euromarket had so far absorbed these increased funds “"lt'h relatlv.e
efficiency, but as the volume grew there would be a risk of' dechnmg crf:dlt
standards and an unhealthy reliance on a few dominant depositors. This might
in turn threaten the continued availability of funds and the system of funding
long-term credits with six-month roll-overs. Even if the market mechanism man-
aged to work, which was not at all certain, the massive transfer qf pur.chasmg
power to the Arab countries would constitute a geniune revolution, likely to
touch the living standards of all of us.

This view was shared by a Swiss participant, who alluded particularly to the
social impact of a reduced standard of living in the industrialized countries
after 20 years of steady, un interrupted economic growth. Our finance ministers
had to take care to share out the sacrifices so that the least fortunate among us
would not be victimized.

An American speaker drew less alarming conclusions about the monetary
outlook. He believed that it was totally within the capacity of the market,
backed by the central banks, to recycle the increased flow of funds through
their swap networks.

As to the magnitude of those funds, there had been projections in the
$20-30 billion-a-year range, which was very far from the $100 billion figure
mentioned in a previous intervention, and would result in quite a different
picture if true,

Creditworthiness might be a problem for a few less-developed countries, but
there were strong positive elements in the balance sheets of Japan and Atlantic
community borrowers.

As for the transfer of real resources to oil-producing countries, this would
only occur if demand were to grow there, in which case goods and services
would be purchased from the industrialized, oil-importing countries, resulting
n a tendency toward equilibrium,
brir(li(:;h:(l;cgrlnzrzzago;l)i?;:iili);ntl .cou-ld not help f.eelin.g pes§i{nistic about the

Plications of the ojl price crisis. It could well
€conomies that some of our weak gov-

crnments — an.d even the EC structure itself — would find it hard to withstand
the resulting dislocations,
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F1. Exropean-American relations. An American participant observed that it
had always been accepted that progress in Furopean integration would pose
some problems for the US. Although the existence of the EG would by and large
greatly benefit the US cconomy, there would be short-term cconomic disad-
vantages. Moreover, dealing with a coalition trying to Lehave like a govern-
ment would prove awkward. Finally, a Furope with its own identity was bound
occasionally to disagree with the US. These problems were nOw being com-
pounded by the excessively personal style of current American diplomacy,
which was apt to lead to bilateralism in spirit, not just in appearance.

But the US behavior did not explain or justity the nationalistic reflexes of
Europe, as seen for examplc during the recent oil embargo crisis. The speaker
found little evidence of statesmanship in the current conduct of European
fiﬂﬂil"s. Anti-Americanism would tend to fragment Furope, not unify it; Amer-
ica did not constitute a very p(‘rsu;\si\'(‘ common encmy. Neither were “special
relationships” with the US any substitute for Furopean unity, though, as we
could not re-create the working p;u‘tncrship of World War 11. (Another
American and a British participant lent support to that po'mt.)

To help mend relations, the speaker suggested that the US move away from
personalized to institutionalized diplomacy, and show that it was not so preoc-
cupied with China and Russia that it would neglect the Atlantic alliance.
He hoped in turn that Europc, including Britain, would take heart from w}.@t
it had already achieved in the way of integration, and would revive the spirit
of partnership with America. . - .

Another American spcaker pointed out that the Nixon admmlsuanofl;lid
had to cope with many major problem arcas that had not been deal:c with Y
the two previous administrations. In scveral cases, 1t had pursued mltcllat(;v?rsx
which had been previously suggested by Europeats and“had 51}?0; © :na;
disengaging the US from positions in which it had been fYQZt?n Ora longy'
years, (e.g., Vietnam, Russia, the Middle Fast). Secretary Kls(simgfti; Europe
standing friend of European integration, had in truth consultﬁ‘ h‘iAsI diplomacy
more effectively on these matters than had his predecessors: » P
had appeared personalized at times, this had been ““faute de mlit:re.nt style of Us

Some participants nonetheless still felt uneasy about th; Ccretary Kissingef’s
diplomacy. Without wishing to detract in any way from ¢ ant US trend

achievements, a German speaker wondereq w,},lethef was designed
toward bilateralism was really “faute de mieux 2 . neglec"” by America,
to divide Europe on certain issues. After years of ““bemis
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were the Europeans becoming the object of “.mulign attenvion’’? As there was
no real alternative to the European-US rclanon.'sl'up, tho.ugh, we had to. leax:n
to live with different perceptions, to restore trudmm‘ml dnpl(')m;mc pracp‘c’es n
place of “gimmickry and gadgetry”’, and to a.\'md ¢ parulysns by a—nalysw .

Another German participant concurred with the Judgn.]rnt th.u.t there was
a risk in too great a personalization of the conduct “,[ forrfgn frlanons, Partlc-
ularly today when there was no policy consensus, cither 1n Furope or in the
US establishment. Relations were further complicated by the lack of American
understanding of the so-called “Europcan identity™ qurstion,. and by Europe’s
ignorance about the complex US decision-making process. There were never-
theless many subjects in which the two continents had an enormous common
interest.

In the view of a French speaker, transatlantic cooperation had to be based
on long-term goals and benefits, and not short-term convenience. It would
help us get out of our present impasse if we would drop excessive formalism in
our relations.

An International participant went a step further, claiming that what was
needed more than organized, formal cooperation between Europe and Amer-
ica was an improved multilateral framework.

A British speaker could not understand the anxicty some felt about the US
“selling the Europeans down the river, or doing a deal over their heads”. He
thought that Europe should be grateful for Secrctary Kissinger's diplomacy
(“riding two horses at once”), and should try to show greater trust toward
American attitudes in general. A compatriot seconded this suggestion.

Nevertheless, the speaker added, there had been occasions recently when the
Americans’ impatience and bad temper with their Furopean allies had been
both distasteful and unwise. One had witnessed, figuratively, a sort of grabbing
of coat lapels, and it would be a pity if the Atlantic dialogue were to continue in
that spirit.

A‘ Turkish participant was sorry to sec among some Kuropeans a strain of
‘}f%stlhty to’ , ever}rthing “American”, .and an obsession with being purely

uropean”. This was not a constructive or realistic attitude. It made more
Sense to approach every question dispassionately, on its merits, in the practical
light of one’s best interests,

.An American speaker tbought that the formulation of US Atlantic policy
I\:;?'h:spt rooizhfi’s: E?E:g;z;;n:sistpect‘ion. -\\'er.e the Americans acting in such a
. L Y either by intemperate language or by insist-
ng on l.)emg. In on the ground floor of the EC's decision-making process
:Vh;Ch might in itself éncourage fragmentation? If the US wished to foster ;
Tuly separate European entity, it ought to take the positive step of warning

54




the UK that there was no future for the old “‘special relationship’ and that,
in the US view, British withdrawal would be bound to wreck the EC.

On the military side, it was important that the drawing down of US troop
levels not be done in the form of a confrontation, but only alter serious negotia-
tions with Europe, so that it could be done in a sensible fashion. It might indeed
be claimed that a continued large US military presence was serving to inhibit
European unity, as it suggested to some the perpetuation of a form of American
hegemony.

An Italian, on the other hand, said that to many people the American
military presence was equated principally with go years of peace in Furope.

In the opinion of a Dane, most Europeans did not want to be forced to make
a choice between the US and the EC (or, more accurately, France). It would
be most distressing to see the EC used as a means of confrontation with the US.
At the same time, the Americans had to realize that the Nine were still a very
new group, who needed to be able to discuss things “within the family™.

Granted the importance of the transatlantic relationship, was the “two
pillar” concept still realistic? Many felt that it was not, principally l).(‘fausr
it implied an equality of two political entitics. An American participant
thought that for the US to try to act as if a united Europe existed gave it the
worst of both worlds: rivalry and opposition without unity or support. '

A Frenchman said that, as the prospect of Europe speaking with one voice
seemed as distant as ever, it was a waste of time to wait for the (lay when one
could have a symmetrical two-party dialogue. It was more€ sensible for fh"
nations concerned with a given problem (e.g., trade relations or the r.rductmn
of US troop levels in Europe) to meet in whatever numbers were suitable for
the occasion. e - Lad never been

An American speaker felt that the ‘“two p}llar notion n(l ~".( e
consonant with the global network of multilateral relationships tha
required. The density of that network among the
put a special responsibility on their governments tomana e
well. This would call for consultation at a morce Pr()fmm(l. level, had implica-
different kinds, than we had had traditionally. That factin turn 2
tions for the way governments werc organized.

As this participant saw it, European-American
by two difficulties in particular. The first was
work within which we had earlier assumed we WCT -rf\(k
aﬂantic relationShip’ The sccond.WaS the Chﬂng““:g ((l‘(:‘:r‘ distinction hetwern
facing us. It was increasingly difficult to draw a |lrl' e defined amply as
domestic and foreign policy, and few problems cmnmﬂ i —
Atlantic ones, except in the security ficld. Other cou

involved. .

industrialized countries
ge their relationships
and of rather

relations were now bedeviled
the breakdown of the frame-
tablishing the trans
ter of the prnhlrnu




taken place while the broader internationa|

framework (including Bretton Woods had been in place, and also before
the more fluid relationship between the superpowers had developed, then
European consolidation would have been casier to accomplish. As it had
turned out, many of the earlicr rules and assumptions were being challenged,
and many of the most urgent questions, especially in the economic field, were
ot ones that could be solved simply on an Atlantic basis - much less on 2

European basis.

The “two pillar” conce
dealing with such topics as defense, natural resources
according to a British intervention.

An American participant thought that his compatriots tended to conceive
of their interests in idealistic terms and to look always for a sense of purpose
in their undertakings. Secretary Kissinger’s call for a new Atlantic Charter
had been concerned with purpose and direction, and with the overarching
values of the European-American relationship. L'nfor(unately, this spirit had
been lost, as the European response, formulated by civil servants, had focused
on procedural and juridical issues. For the US, all debates about consultative
mechanisms were secondary,

The alleged “personalization”’ of American diplomatic effort did not in any
case imply an emphasis on bilateralism. The US had bee i
Europe multilaterally through the Davignon committee, but the Europeans
had shown theijr reluctance to accept this,

US support for European integration was undiminished, but Americans
now asked “To what purpose?”” Public opinion would no longer endorse
SImpl}l the abstract notion of European unity, “mindless or non-idealistic”.
Americans looked for a form of European unity that would serve the purpose
of structuring international relations in a way that provided for efficient
means of dealing with our numerous problems. The US could not be expected
to support a concept of European unity that would be Counterposed to Atlantic
Purposes and the Atlantic association,

Other participants counseled against building roofs without houses, so to
speak. One American speaker observed that, in all of our countries, there was
a sul?tle temptation to hope that we could somehow escape into int’ernational
solutions for problems we had failed to solve at home,

Had enlargement of the EC

Pt was particularly inappropriate when it came w
and the monetary system,
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1o be immediately rewarding, such as defense and energy. Otherwise, we should
be modest and practical, “‘sticking to the construction of tools, not cathedrals”.

*
* *

Thinking back over the discussion, a British participant could not avoid a
certain sense of unreality about parts of it. Had the meeting not sometimes
neglected to put the really important questions in their proper perspective?

A laborious examination, for instance, of the implications of one or two
empty chairs at the European table seemed oddly inappropriate at a time when
we were on the brink of a total revolution in the economic and financial
relations of the world.

Similarly, a debate between Capetians and Carolignians, or Tories and
Labour, did not seem terribly relevant to the question of what Abu Dhabi was
going to do with its accumulation of $15 billion in two years —of Saudi Arahia
with its $8o billion.

The speaker wondered what a Martian visitor to Megeve might have made
of all this. ) i

An American participant was struck by the way in which the discussion had
often tended toward a detailed description of developments rather than a
purposeful analysis of possible solutions. .

Many speakers, for example, had deplored the absence of political support
for accelerated European integration, but had found no cause to h?pe for a
change. Perhaps a projection of what the world might be like 1n 1985 1f'prese}r11t
trends continued would add some impetus to the drive for European un.lty. The
speaker suggested that the Bilderberg group could play 2 useful role in spon-
! soring such a study during the year ahead.

k
¥ *

Before closing the meeting, H.R.H. The Prince of the Netherlandsd ctohr:;ey}tlti
his appreciation on behalf of all the participants for the generous an g

. . th
ful hospitality of the French hosts and their associates who had planned the

i i f praise for their excellent
meeting. The hotel staff deserved a spec1a1 word of p e e,

service. His Royal Highness also thanked. the authors
the interpreters and the secretariat for their cogabofrat11lor.1r.1 X
. . ;
A French participant expressed the gratitude of 2 e e,
brilliant guidr;nce provided by The Prince as chairman of the conteren

ttendance for the

E 3
* *
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