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SUMMARY NOTES OF 569th NSC 1v1EETING 

May 3 , 1 9 6 7 ; l 2 : 3 0 P . M . 


Problems ahead in Europe 

Secretary Rusk: The hearing on the .tvlansfield resolution calling for U. S . 
troop re -deployment from Europe went well. The Committee w i ll not now press 
for adoption of the resolution. 

T he President, arriving at 12:50 P. M ., said the purpose of the meeting was 
to discuss the problems we face down the road in our relations with Europe. 
Other meetings will discuss three issues of key importance which are not to be 
t aken up today, i.e. , the Kennedy Round, the Non-Proliferation Treaty , and the 
European financial discussions. 

Under Secretarv Katzenbach: The State Department paper (copy attached) is 
candid in discussing problems and possibilitie s. Many of our difficulties are 
financial or economic . We need a detailed study of whether mutual troop with­
drawals from Europe are in the U.S. interest. 

General Wheeler: The Joint Chiefs are reviewing their earlier study of mutual 
troop withdrawals. 

Under Sec r etary Katzenbach : It is necessary fo r us to con v ince Europeans that 
they must increase t heir economic assistance to the Third World . The current 
NATO study is turning out to be interesting . A further study must be mad e of the 
problem of British admission to th e Common Market. We a re 11 living with '' the 
prob lems which arise out of the desire of European states to play a la r ge r role. 

The Pres ident: Chancellor Kiesinger made a point about greater consultation 
with the United States. He said the quantity of information exchanged is adequate, 
but the quality is not . We should study closely the choices available to u s which 
are pointed up by the cu rrent NATO review. 

Sec retary McNamara : The quality of our consultation on n uclea r matters with 
our allies has been poor for the last ten years , but we are improving it. 

Secretary Fowler: The State Department pa per is discourag ing. 1n addition. it 
over looks our maj or problem, i.e. , can we live with actions which our European 
a llies are taking in the field of financial affairs ? I s it possible for u s to reach a 
rational f inancial accommodation with the Common Market? Can w e halt a pro­
ces s wh ich during the last eight yea rs has led to our res ervc s g oing down and 
theirs going way u p ? We are c arrving on constant c onsu ltation with ou r NAT O 
alli es but this isn't producing a solution . 

TOP .S:EC RE I I SEilf~I't'lVE 
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Secretary Fowlei- (cont'd.): 

France is trying either to expel us completely from Europe or at least to 

diminish our power there . The French may even use the Common Market to 

achieve this objective. We must face up to the problem of how to make a 

coo rdinat ed effort in which a ll U . S . departments and agencies participate to 

induce Ge r many and Italy to separate themselves from the French effort to use 

lhe Common Market against the United States. Treasury views on this problem 

will be presented in a paper for circulation to the Council. ...... 


The President: On our recent European trip we spent a great deal of time on 
this problem and we will continue to do so. However , it is doubtful that 
acceptable solutions can be found. 

Sec retary Fowler : The French have been trying to use the Common Market 
structure for the past five years in an effort to diminish our economic 1 political, 
and military influence. This French effort in Europe affects our ability to be 
effective in other parts of the world . 

The President: The Vice President has been working on this problem . Perhaps 
he has views on how we go about finding a s olution . It is doubtful that the 
Europeans will agree to arrangements offsetting the cost of U.S . divisions now 
deployed in Europe . 

The Vice Pr e s ident: Europeans have rejected the world afte r t he loss of thei r 

co lonies. They resent U . S. power. Dctente is what they want . Their young 

people are causing many problems . The Soviets a re still active ly seeking the 

dis solution of NATO. 


We should review carefully our exchange of persons program. Its emphasis 

should be on the young . No one over 40 should be brought to the United States 

unde r the program. 


We should get the Europeans involved in conferences on subjects other than 

fo reign policy; for example, Inte r ior Secretary Udall's participation in the 

conference on air pollution. The conference on mass transportation is another 

example . We should organize conferences which approach p~oblems on a 

functional basis; for example, low income housing, education, urban affairs. 


The Europeans are selfish. We should challenge them to participate in the 

world outside their borders . We must keep pounding at then1 on this problem . 


The President: We are doing this. Only the press is saying that we are over­
emphasizing Asia and are oriented toward Asia. Special mis sions have been sent 
and should continue to be sent to Europe. 
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Und er Secretary Katzenbach : We must involve the people of Europe and get the 
public to put pres sure on their gave rnments. 

Secretary Fowler : It is not e nough for us to limit our activity to discussions by 
U. S . Ambassadors at the top level of foreign governments . 

The President : We should not be so defeni;ive in our approach . We should tell 
the Europeans of our problems and of their responsibilities. 

The Vice President : A ll legislative delegations going to Europe should be care­
fully and fully briefed to ensure that what they say fits in with our policy objectives. 

The President: The study we a re making of mutual troop withdrawals should 
clearly spell out the c hoices we have. How can we persuade Eur ope to contribute 
mo re to the defense effort and how can we persuade our Congress to support our 
current participation in NATO? Shou ld we call a conference on how to dist r ibute 
fair l y the cost of maintaining NATO forces with a view to getting firm commit­
ments from our European a llies ? A showdown in this country is coming soon. 
What do we do if the Kennedy Round negot iations fai l, if our trilateral financial 
discussions do not produce a satisfactory solution, and if NATO study does not 
produce a satisfactory solution for the futu r e of NATO ? 

USIA Director Leonard Marks : USIA has a serious problem communicating with 
Europe. The European press is hostile, especially the Agence France p ress. 
How do we counteract this hostility? We now have 50 percent fewer people 
stationed in Europe a n:i are spending only $7 million in the European area. One 
way would be to create events which would attract attention. We could send 
personalities to Europe who would command the news. The Vice President and 
others should be sent on trips to Europe. 

Ambassador Goldberg : The Eu r opeans are causin g pro blems for us in the Unit ed 
Nations. We no longer have a solid bloc of western allies behind us. The British 
are OK but the Italians are tottering in their support of us. Canadian support is 
poor . 

The view of the European de legations to the United Nations is that the U.S. is 
neglectin g Eur ope for Asia. They complain of only being informed rathe r than 
consulted . We need to caucus with them often and to arrange ways of getting t hem 
mo re involved. 

Mr . Rostow : Europe is neglecting the wo rld. It is in an isolationist cycle . We 
should get one of our Senators to make this point in a maj or speech . 
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The President: While agreeing with the sentiment expressed, what we need is 
a solution. A substantial part of my time is spent dealing with Europeans . We 
have sent our leaders to Europe -- the Vice President , Secretary Rusk, and 
others . There has been a very large exchange of information. Even with a ll of 
this , all the Europeans say they are neglected. What we need to do is to find a 
solution. We must fin d a way of getting them to make a larger contribution to t he 
cost of NATO defense . 

Secret ary Rus k : The recipients of our aid must be more active. The point of 
diminishing returns has set in on our begging for o thers in Europe. 

Secretary Fowler: The action of Europeans in the International Development 

Bank is an example of their attitude . Henceforth, they should participate in 

decisions in the Bank on the bas is of their financial participation. 

The President then turned the discuss ion to Senator Mansfield's conce rn that 
the United Nations is unable to do anything about the war in Vietnam. Secretary 
Rusk summarized the p r os and cons of Unit ed Nations action, taking t he s a me 
position he has in the past. Ambassador Goldberg reviewed the past history of 
the proposal to involve the U. N . and the difficulties which have arisen. 
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PROBLEMS AHEAD IN EUROPE 

I. 

This paper is intended to foreshadow the major problem 
areas in our rela tions with Europe which are likely to emerge 
in the mi ddl e term after some of the key issues which lie 
i nunediately a t our feet are out of the way o 

The immedi ate issues of key importance - - the Kennedy 
Round , the Trilatera l negotiat ions, the Non- proliferation 
Treaty , and the liquidity negot i ations -- are hopefully on the 
way to early resolution. Despi t e all the difficulties, 
controversy, a nd travail which have a ttended international 
debate on each of these complex and crucial matters the outlook 
i s reasona bly good for success within the next few montha o If 
for any reason any one of t hese four major issues collapses, 
we will have to focus our at tention on a new situation. 

It is the period beyond to which we should now begin to 
turn our a ttentiono 

II. 

The St a t e of US - Eur opean Relations 

The Atlantic 

For the past two or three years US r e lations with Western 
Europe, while basica lly solid, have been undergoing perceptible 
strain9 The sometimes te a t ed controversies involved in the KR, 
NPT and offset negotiations; the French cha llenge to NATO, and 
attacks aga inst the dollar; unease over Vietnam and American 
preoccupation with it ; West European fear of US - Soviet deals 
over the heads of our Allies ; American discontent over inadequa te 
aid and military contributions from our Allies; a ll have played 
a parto 
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When some of the i mmediate controversies a re out of t he 
way, the atmosphere may i mprove and t he r e should be greater 
stability in the hitherto unsettling a r eas of NATO force 
l evels and nuclear sharingo Bu t we should anticipate an 
increasing disposition in Western Europe to take distinctly 
European attitudes on many problems with res pect to which the 
Europeans i n ea r lier years were content to follow the US lineo 

This not unr~althy trend is not due to emerging national­
ism in Europe of the old isolationist variety or even of 
de Gaulle's "nation-state" variety , which has found lit t l e echo 
elsewhere . Rather it s t ems from the European unificat i on move­
ment fed by increas ing European economic strengtho There is 
growing desire for a Eur opean "voice," for achieving a parity 
with the United States in decision- making wh ich more and more 
Europeans recognize cannot be approa ched , muct less achieved, 
without a far gr eater degree of Euro?ean integration than 
exists today . Ti1e pace of development 0£ t he European Communi­
ties anci the outcome of the UK bid for entry into the Common 
~~rket will strongly affect the degree to which the Eur opeans 
are in fact capable of express i ng a " voice " as dist i nct f r om 
t he vague wish to have oneo 

The major problems in the Atlantic area over the middle 
t erm -- 18 months or so -- are mor e likely to be political and 
economic than milita ry . AB~ devel opments could , however , upset 
t his calculationo 

East-W~st 

The outlook in East-West relations (Eastern-Western Europe 
and US-Eastern Europe) is for intensified activit y of a bridge­
building nature but no r eal br eakthrough on a " se ttlement" with 
t he Soviets, on achievi ng drast i c changes in the politica l 
power structure in the Eastern countries or in ending t he 
division of Ger manyo Piecemea l, modest steps in trade , culture , 
science , etco, are probably t he most that can be envisaged for 
t he foreseeable f utureo However , Western Europe will continue 
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to be sensitive to United States efforts to ease tensions with 
the Soviets - - even though that is wha t they themselves are 
doing -- simply because the two super powers, unlike themselves , 
are physical ly capable of j oin tly imposing solutions which they 
fea r may not be in accord with West Europea.n interestso Hence, 
the importance for the United States to consult its al lies 
fully and carefully in its dealings with the Sovietso 

USSR Attitudes 

Despite the willingness of tte USSR to reach agreements 
with the US in strictly circumscribed fields , there has been 
little evidence of change in basic Soviet positionso The Soviet 
l eadership remains conserva tive, its long- range objectives 
unchangedo Its aims wer e restated on }~rch 10 when Brezhnev 
outlined the goals of Soviet fore i gn pol icy in terms that can 
be roughly i n terpreted as follows : 

lo To solidify the Soviet posit ion in Eastern Europe , i . eo, 
to keep Eastern Europe within the Soviet orbit; 

2o To i solate the Federal Republic , mainta in the cur rent 
division of Germany and preven t GerQan access to nuclear 
weapons; and 

3o To strengthen the Warsaw Pac t and conversely under mine 
the NATO alliance and reduce US influence in Western Europeo 

In pursuing their objectives, the Soviets have sought to 
capi talize on t he appea l of de Gaulle ' s "Europe for the 
Europeans" doctrine as t-~e ll as the des ire of most 

West European countries 
for greater trade and i mproved relations with the Easto They 
have also benefited from a growing feeling on the part of many 
Europeans that the United States, preoccupied with Vietnam, is 
losing interes t in Europe and may even be prepared to sel l out 
European interests in a bilateral "deal" with the USSRo The 
European debate over the NPT has sharpened these concerns . 

SECRET 
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Specific Problems 

Western Europe 

1 . UK Entry into EEC 

The· UK has co~pleted a first round of top level 
talks about joining and should make a formal decision shortly. 
Whatever the UK decides, this issue with its many ramifications, 
will dominate Community for eign relations during the next yearo 
The UK will probably pursue its effort to become a member . As 
a result, the Five a re likely sooner or l a ter to be faced wi th 
a choice of a major confrontation with France or accepting a 
French veto, explicit or de facto. 

The UK bid for en try into the EEC may come to a 
head this year, or it may become a protracted siege. If there 
is failure to achieve early ent r y , there will be supporters 
here and in England for finding an "alternative," such a s a 
North Atlantic Free Trade Area , which is not; however, a n 
adequate solution. 

If the UK bid is made and rejected, this could 
precipitate another crisis in sterling , quite apart from the 
longer - term British financial problem wtich remains unsolved. 
(See below.) 

2. The UK Financial Problem 

The drastic deflationary measures taken by the 
Wilson Government are at last turning around the UK balance- of­
payments deficit and sterling is for the moment strong. Although 
the UK must still make large repayments to t he IMF -- (some $900 
million this year) - - this can probably be done so long as the 
domes tic economy is kept under cqntrol. The crucial question 
is what will happen to the balance - of- payments when the British, 
as they must , begin to reflate? Britain's derlat i onary measures 
have meant in effect little or no growth in the economy. 
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Continued stagnation is not an acceptab l e policy either in 
economi c or political termso And t he chances are great that 
once adequa te domestic gr owth is re sumed the chronic balance­
of- payments deficit will r eappear D 

New liquidity arrangements through the IMF J if 
agreed upon t his fal l, are not a solution to this prob l em. 
Neither , in the short run, is British entry into t he Common 
Market , unless it. involved a large -- and mos t unlikely -­
financial packageo 

For the moment th i s i s a problem on the hori zon 
for which no r eadi ly negotia ble solution is at hando What the 
British really need is a long- term l oan , perhaps i n the $3 
billion range, to give them time t o make their wage- pr ice and 
productivity policies pay off. 

3 . The Political Side of NATO 

With the ·prance - NATO crisis out of the way l and 
the urgent military issues of force levels and nuclear consulta ­
tion on the way to solution, renewed emphasis should be placed 
on the political side of the Alliance o 

There is a growing public feeling that since 
int ernational circumstances have change d since 194~ Alliance 
t asks and procedures are out of date and need to be reviewed to 
bring them into harmony with the times ; 

- - Ther e is a desire to offse t, a t l eas t partia lly, 
the French defection by improving NATO as a forum for concerting 
policies of Member Goverrunents ; and 

-- Certain NATO countries, such as Belgium and 
Norway , need to have a r easoned , agreed rationale for indefinite 
maintenance of the Alliance and its milita ry strength a s 1969 
approacheso While these nations -do not expect to withdraw from 
NATO a t tha t time , they do ant icipate pub l ic and parliamentary 
debateso Their governments wish to be forearme d~ 
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In view of these circumstances, NATO is this year 
carrying out a Study of the Future of the Alliance . The exer ­
cise , undertaken on Belgian init i ative, is to be completed in 
time for Minis t erial action in December . 

The Study, initially, is to examine Alliance 
interest in East - West relations , inter - Allied relations, politi­
cal aspects of defense policy, and developments outside the 
NATO areao 

A number of difficulties can already be foreseen : 

-- In the East - West field , i mportant Al l i ed dif­
ferences remain as between nation s like Denmark a n d Cana da that 
place primary emphasis on detente and Greece and Turkey whose 
main preoccupation is wi th the Communis t threato 

The problem of Germany and securi ty arrange­
ments i n Central Europe r emains substanti ally frozen. The issue 
in the Future of the Al l iance Study is to search for new 
approaches to these problems while taking account of Ger man 
s ens itivities and avoidi ng renewed divisions between the Allies 
that would strain rather than cement NATOo 

One point we shall wish to get across is the need 
for United States involvement in a ll phases of eventua l negotia­
tions on European securi ty. Our specia l responsibilities on the 
German question are one reason for our continuing concerno 
Another is that we sha ll have to underwri te any final settlement 
with the Sovie t Uniono Related to this , we and some others will 
want to emphas i ze NATO ' s role in concerting Wester n polici es 
toward the Soviet Union and Easter n Europeo The Fr ench will 
object to this on principleo Several others will be reluctant 
l est it appear t hat NATO is confronting the East as a bloc . 

The French are unlikely in the end to go a long 
with maj or steps to buttress NATO ' s political goals or cont ent . 
We and the other countr i es will seek to establish the case that , 
for objective political and milita r y reasons, organized Western 
strength is needed for the indefinite futureo If the French are 
unwilling to accept this conclusion, we shall probably have to 
go ahead without them. 
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Lastly, under the surface , there remains the 
feeling of many Europeans that they deserve a bigger voice and 
role in NATO . The ultimate answer to the lack of balance in 
the Alliance can on ly come from the Europeans themselves -­
through their unificationo Whi l e equality is not something we 
can confer, we look to the Study to deve lop some ideas for 
i mproved European consultation inside the Allianceo 

The United States has vigorously supported the 
Study . While we do not think it will cure a ll Alliance ills, 
it can do much to improve NATO political consultation and renew 
support for the Alliance. 

4. US - Western Europe and the Third World 

Relations between the richer industrialized 
countries and the third world will be a major problem area for 
the fo r eseeable futureo In essence , the problem is one of 
transferring r esources , knowledge, and capital from the 
developed to the developing countries . In terms of US relations 
with Europe , it is partly a burden- sharing problem as far as aid 
is concerned and partly a problem of harmonization of economic 
and commercial policieso 

Inevita bly, there will be growing r equirements f or 
economic deve l opment assistanceo For the past five years the 
tota l flow of governmental r esources to develop ing countri es has 
remained on a plateauo During the same period , the debt burden 
of the third world has grown enormously and t he population- food 
balance has deteriorated sharplyo 

There has been increasing resistance by European 
countries to American efforts to push for expanded European aid 
and softer aid terrnso Lack of a clear pattern of pri orities in 
our appr oaches to them may have r educed the effectivenes s of our 
efforts in some caseso There is also a European concern t hat 
they ar e too often asked to finance wha t they consider an Amer i can­
conceived project in which they do not necessarily have the same 
i nterest. 
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Europeans tend to overlook our disproportionately 
greater defense effort while noting that, a ft er adjustment for 
pe r capita income differences , the American economic a id. effort 
falls below that of many European countrieso 

Given the war in Vietnam, our balance - of -payments 
problem, the more assertive European approach to relations with 
us, and the realities of differing specific interests, there is 
n ot much room for dramatic improvement i n collective a id in the 
short runo Yet , over the long run , a larger , better coordinated 
effort all around wil l be required if political and social 
stability is to be mainta i ned and deve lopment promoted in the 
third world . 

Among the ques tions for the future to which we 
might begin to address ourselves in the aid fie ld are these: 

For the Short - run 

Can we or should we try to establish an order of 
priorities which wou ld govern our efforts to ob tain participation 
in s pecific programs by the European countries, Canada , and 
Japan? 

For the Longer- run 

Should the United States be prepared, after Vietnam, 
to substantially increase our overall economic aid effor t? 

If so, should we not seek agreement from the other 
indus trialized countries to undertake comparable increases , 
bilaterally as well as through multilateral ins titutions? In 
this process, should we not try to formulate , for our own internal 
guidance, a more adequate measur ement than we now have of what 
would constitute an appropriate sharing of the aid burden among 
the industrialized countries? 
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USSR and Eastern Eur ope 

1. Strategic Weapons Talks 

We have engaged the Sovie t s i n discussions which 
we hope will eventual l y l ead to an under standing limiting the 
further deployment of stra t eg ic nuclear weapons , both offens ive 
and defensiveo These negotiations will be both difficult and 
protrac t ed , and the judgment of how much to tell our a llies as 
the t a lks progress and how to accommodate the ir inter ests wi l l 
be a delica t e one o 

We have informed our NATO allies of our prelimi­
na r y exchanges with the Soviets and have promi sed to consult 
with them as the negotiati ons progr ess . We must make every 
effort by judicious briefings a t appropriate intervals , to keep 
them persuaded that the kind of agreement we are attempting 
to reach will be of direct benefit to their security as wel l as 
ours o 

2o Mutual Troop Withdrawa ls 

We doubt that the Soviets would consider an 
explicit agr eement for a troop reduction by mutual examp le or 
other wiseo However , we do not exclude the possibility of a 
unila tera l Soviet redep~oyment sometime in the next three to 
nine monthso There are a number of r easons why the Soviets 
might want to withdraw some troops fr om Eastern Europe -- one of 
them be ing the desire to give some semb l ance of credibility , in 
West Eur opean eyes , to t he communist contention that there is 
no longer any such thing as a "Soviet threat" and therefore no 
l onger any need for NATOo 

We expect to proceed with our present plans for a 
redeployment of some US forces despite the proposal by some of 
our a llies that no US troops be withdrawn until the Soviets have 
agreed to reciprocate. Either a priva t e demarche or a public 
summons to the Soviets would in our view be counterproductive. 
If they a r e considering , for reasons of t he ir own, making com­
parRble redeployments, they a re mor e likely to decide to do so 
withou t the fact or the appearance of prompting f r om us . 
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3. NATO - Warsaw Pact Relationshi:.£ 

The rapidly developing network of bilatera l 
security trea ties between the USSR and the East Eur opean 
countries could be designed to l ay the groundwork for a dramatic 
move to abolish the Warsaw Pact and thus undercut the rationale 
for NATO' s continued existenceo We doubt , however, that the 
Warsaw Pact has yet outlived its usefulness fro~ the Soviet 
point of view . We should be prepa red, neverthe less , over the 
next three to nine months, for possible modifications of the 
Warsaw Pact s tructure o These would have the dua l aim of mol ­
lifying some of its discontented members and of seeking to 
persua de the West Europeans that the Pact is not an offens ive 
weapon directed against NATO but rather a purely defensive 
device to protect the East Europeans from the " revanchis t'' FRGo 

We will need to make clear that, however the 
W3rsaw Pact may change in form, the substance of communist 
nuclear and conventional military power has not changed and 
co~rnunist intentions, innocent though they may appear at a 
g i ven moment, are subject to sudden change without notice . 

4. Bridge- building 

Our economic relations with the Soviet Union and 
Eastern Europe offer the most promising area for regular, i f 
unspectacular , progress toward peaceful engagemen t . There wil l 
be strong public and Congr ess ional resistance to progress even 
in this a rea so long as Vietnam goes on , and we may be hard­
pressed to keep up with our European allies in practical "bridge­
building" over the medium term. 

The success or failure of the East - West Trade Bill 
will be a touchstone of our efforts. This will be closely 
watched in Eastern and Western Europe as well a s at home . The 
Department of State is gearing up for the hearings this surruner 
with plans for a major campaign of public, business, and 
Congressiona l educationo 
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D'EctA~SlfIED 
T HE SECRETARY OF THE TRE.ASURY 

WASHINGTON 
MAY 2 5 

MEMORANDUM FOR THE PFESIDENT 

:~ubj ect: ' 'Problems Ahead in Europe" 

Ycu will recall at the NSC discussion of the State Department 
paper 2r oblems Ahead in Europe" I cri ticized the paper as being 
incornp li: te and inadequate and asked for permission to submi t a 
supplementary paper as a part of t he ed~cativc enterpr~~~ for 
: ·~ose concerned with military, political, economic anu cultural 
~-lationships with that part of the world. 

The principal point of my criticism was that the listing 
of spe~ific problems we have with Western Europe included such 
things as 

,. 	( 1) U. K. Entry Into EEC. 

:, 2) U.K. Financial Problem. 

(3) Political Side of NATO. 
(4) U.S., Western Europe and Third World," 

: :i omi cted any treatment of what I believe to be at least a rnc:.j or 
5~~cific problem with Europe -· particularly the Common Market 
namel y , what I shall tenn "The Financial Problem". 

I r aise this question in a National Security Council contexL 
0~cause the financial problem grows out of the disparities in 
burden- sharing relative to financial strength which result from 
p0~itical, dip lomatic ~d military arrangements. 

I~ essence, I am appealing to the ot her parts of the Government 
~v giv~ a far higher priority to the importance of viable financial 
: :ran~. "'ments with Wes tern Europe, particularly the Collllilon Market, 
_ i: al: !nili tary, political, economic and cultural activities. 

__ is my conviction that this financial problem with Western 
~ wrope is our Achilles heel which, more than any of the specific 
; :oblcms lis ted in the St ate Department paper, are a threat to our 
?OSition in Western Europe and the effectiveness of our foreign 
policy in dealing with it. 

1.c~ordingly, I have taken the liberty of preparing the 
attached paper on the financial aspects of U. S. -European 
relationships -- again for the same backgrou..~d purposes that the 
previous paper was circulated. 
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The principal menace to our positi•:m i n Western Europe, 
in my judgment, is the desire of the French, under deGaulle, to 
expe l us as a practical matter from Western Europe. The 
principal tools which are being employed to achieve that result 
are blocking measures to achieve a better multilateral sharing 
~£ r esponsibilities by the Cormnon Market partners whilz the 
U.S . f ollows a course which i t cannot afford much lon~er. 

If the U.S. is to be effective in partnership wit-1 , F2.s t crr. 
Europe and we are to avoid a two-bloc system in the F:-:-c ·! \i?orlii , 
the l:elative burdens must be attuned to financial viabil ity. · 
The purpose and thrust of our major political and diplomatic 
effort must be to effect a more viable and durable financial 
partnershi p than our diplomacy has provided in the last decade 
since the Connnon Market was established. 

·) \ J A ~\. I~ 1OUv~ 
Henry ·

•
ll. Fowler 
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U.S. - EUROPF.AN RELATIONS 

Thifl memorandum is addressed to t he subject of our relations with Western 
. c.~:,.; , l().i:h particular emphasis on relations Yith the European Economic Com­

·-·....:i..-..; • 

(1) ':iie United States should not be surprised that a strong and 
i?Xpar:ding Europe should be different, less am?nable, and even d1e­
.113r cc:ible, as compared to the weak Europe of twenty years ago. 
Europ~ wants t o be hea.rd, can and does disagree with the United Statea 
on various issues, and may do so inore frequently in the ruture. 

(2) To the extent that the above is a problem, it is a problem 
associated primarily Yith the Common Market, lihich is growing in 
economic and financial strength, and which, despite wide diff erences 
on particular issues among its members, is becaning more cohesive in 
~he economic and financial spheres• 

. 3) One major, perhaps the primary, difficulty in deeJ.ing wit~ the 
.:01maon Market is France, France employs the principle of "solidR.rity" 
asymmetrically -- exploiting it when it suits her -- as in th~ c~r:en~ 
international monetary negotiatione -- and 1"nor ing it when it .c c::;n ' t - ·• 
.:ls in NATO and in posture toward t he Atlantic Coumu.nity, Solicarity 
htiS come to mean unanimity, rlth agreement reached only at t he l evel ot 
the l ovest common denaunator. 

~ 4} ;, second and more generally applicable d1ff1culty is that t he 
: ommcn Market countries have failed to carry t heir fai r share of the 
responsibilities that should accompany growing economic and financial 
3tr ength. They have made less contribution to t he cormnon defense than 
~hey should (Tab A); they have continued to pile up internati onal 
reserves, instead or follOWing policies llhich would reduce su~~.l!~~A 

i n international payments and, thereby, help eliminate deficits else­
where (Tab B); they have been overly cautious vitb respect to broad 
:'ine.r.~ial questions -- e. g., nev international liquidity needs and 
addit ions to their quotas in the lMF. Despite failure to increase 
quotas to levels more commensurate with their grOWing strength, t hey 
oov seek more voting power in t he IMF than their current quotas en­
-.1t le thelll to. Tb.e EEC has actually been a net borrower in the 
secU!'iti(.S markets of the world during this period of f:1.nanc1a.l. sur­
pluses (':.'ab c) . Its be.lance or pa)'Dlenta surpl uses have been swollen 
by receipts f'rca U.S. military expenditures (Tab D). In short, it tenas 
t o seek growing 1Dt'luence vithout the burden of growing responsibilitie&. 

-
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(5 ) Perhaps the one bright spot has been t he fairly prompt nnd 
efft.:ctive response of the Common Market count r ies to financia.l 
"criGes . " Here, the central banks have played a major role a.nd have 
".Jeen hclpfUJ.. In ot her :financial. matters, t he EEC countries have 
~een less pr0111pt and far more cautious. And, in respect Of gold 
; oljry and 1nternationa.l monetary reform, France ha.a been e.JJnost an 
"outlo.w, '' o.nd so regarded even by her Common !4arket partners. They 
nave been, however , either unable or unwillins to stand up to her 
~teadily and publicly in the international. liquidity discussions and 
r ecentl y ha.ve all.oved her to retard progress in that area. 

(6) The above points raise a serious question e.s to 'Whether it is 1u 
the U. S. interest to foster f'urther strengthening of the Common Ma.rket, 
eit her by "Widening its membership or by seeking to improve its technology 
and, thereby, its economic strength. While t he E.\u'opeans may be in• 
·.;.er coted i n closing the "technological gap," t his could adversely 
affect t he United States by reducing our rece:lpts and enlarging our 
".:;DJ.ance of payments deficit, and adding still further to furopean 
accumulations of dollars that represent a pot~ntial. or actual gold 
are.in on t he United States. At the least, these points raise t he 
question as to vhether there should not be more positive evidence ot 
"maturity" and greater acceptance of responsibility before ta.king 
:Urther actions to enhance EEC economic strength. 

(7) Per haps one practioa.l vay to test f or this evidence in "1nati1rit y" 
i s in the f inancial. field. Here, as noted, t here has been sor.ir? ~·esponi;.;; 

to "crisis" and there have been some other evidences of cooperu.cion 
al.so w ere i t has been possible to deal on an i ndividual country bnsio . 
Some Ccmmon Market nations have ahovn some s ense of responsibility for 
t he working of the international monetary system. Italy and. Germany 
have , by and large, not converted dollars into gold at the expense of 
~ . s . gol d r eserves. In recent years, they have attempted to chaunel 
some of t heir excess funds int o international f'inancial. markets, thereby 
r educing strains. They have been fairly forward-looking in the technical 
discussions on planning for ruture reserve needs of the lr'Orld. (Recent­
ly, however, Germany has shown more propensit :r t o accept the French 
point of view.) In t he recent Trilateral. negotia tions, it-~ ~ Gr-r!!lan 
Bundesba.nk cooperation that provided a solution for the financial 
aspect of t he problem. At Chequers in January 1 there was gener al. under­
standing reached on a particular problem -- high interest rates -­
between the financial ministers ot the u.s., U.K., Germany, Italy, and 
France, though the French have recently show signs ot drifting a~ 
f'ran this into:nnal understanding. 
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:c ) He cnnnot afford to see our mm international strength r educed 
::urthc~ through continued deficits. European :rurplusee must be r educed 
~f we are to reduce our defic i ts . Correction of this balance of pay­
...ent ::; e;a.p betveen North America. o.nd Western Europe is of much greater 
:~nrporto.ncc than a. reduction of the "technological gap" wich 'WOUld work 
:::.:::i th~ r~erse direction, enlarging the existing imbalance between the 
'7;\lO m·eas . Moreover, a better balance in the 1nterna.t1onal. accounts 
cet~cn these two great indust rial areas will, in itself, foster uetter 
:' i nancioJ. cooperation from Eu.rope. For these reasons, we cannot t1.fford 
~o st~engthen European surpluses, unless it is abundantly clear that 
Europe will take the necessary action to dift\lse these surp1uses by net 
F..:.bl i c.: and private capital. exports equal to these surpluses. Thus, we 
should not further encourage the strengthening of Europe, and especieJ.ly 
t hat of the EEC, until the EEC demonstrates that it can ca:rry out the 
responsi bilities of a surplus area "1.sely and cooperatively. One way 
Of dc::1onGtrating this would be through agreement vith the United states 
and t he rest of the world on an ef fective plan for creatin8 a new inter· 
national. reserve asset to provide the essential. f'Uture growth in world 
r eserves. 

(9 ) In addition to international monetary reform, it is necessary to 
·work out arrangements with Western Europe ( e.no elsewhere) to provi de 
f or n more equitable she.ring of the foreign exchange costs of common 
defense efforts . Worldwide, our military expenditures, net of military 
rece:i.pt s , have averaged $2 billion annually over the past six yea:s, a 
sum equivalent to 90 percent of our t otal pD.J'D'lent s deficits, on t.ile 
: iquidit y basis, during that period. We have political and m.illtury 
partnerships without a t\U.1-scal.e tinanciel. partnership. We need a 
~;.:J.tilateral. understanding that tho United States wiJ..l. not suffer 
:~ance Of payments disadvantages frail the maintenance Ot our military 
forces in Europe. 

'10) Unless ve can achieve a better financial. partnership, ana unl.ess 
"'~ can persuade Europe, part1cul.arly the COllDJlon Market countries , to 
~ccept their full she.re of responsibilities, commensurate with their 
growing economic strength, there is the possibility of the developnent 
of an econanic bloc system, such aa ve saw in the 193o•s. This did no 
one any good • 

. tta.cbments 
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NOTE ON NATO DEFENSE EXPENDI'IURES 

.:,y a nuuber of standards, other NATO cot:.ntries e.re making , 
.Les;; o-: a contribution to NATO defense than t.hey should be mak~. 
I n t~rms ~of the canmonly used comparison of ~efense budget to 
perc~m~a:~e of GNP, in CY 1966, the U.S. iras a.t 8.6 percent, the 
over-o.J..l RATO average was 4.6 percent, e.nd the over-all EEC average 
was ~.3 percent. The next highest percentages to the U.S. were the 
U.K~ 6. ~( percent, France, 6.4 percent, Turkey 5.4 percent, and 
vel"t:la:.~y, 4.8 percent. 

T"ne larger percentage of U. S. defense effort stems :from some 
exte~·:c -co worldwide responsibilities, but we have al.ways regarded 
our -cotal. deterrent force, including nuclear weapons, as contributing 
~o !\A?O defense. The U.S. is the only member of NATO vhich h'1..s 
r egtG..arly i'ul:f'i11ed the quantity e.nd quality of forces requir0a 
accor ding to agreed NATO plans. other NATO countries continue to 
.shov regule.r deficiencies in lack of modern equipDent, shortages in 
reserve stocks, and inadequate manning in major combat unit~. 
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Tuesday. May l, 1967, 7:00 P. M. 

Mr. ? resident: 

The Orde:r ol. Buameas for the 45-mimite NSC discussion of 
problems ahead in Europe: 

l. Your opening remarks 

-i 
I 

I 
I. 
•·-·~·-

i 

a. 

b. 

The purpose ol the meeting ia to discuss those problems 
whieh face ua down the road ia our relations with Europe. 

ln order to limit the length of teday1s meeting, three 
imm.ediate issues of key import.aace--the .Kennedy R.ou.ad., 
the non.-proliferati.Qn treaty• and the European financial 
discussion•, are to be dlsausaed-in other meetings. · 

j 

I 
- i 

I 

z. Ask Unde.r Secretary Katzenbach to lead off the discussion 
by sammarizing the State Department paper 

(Secretary Rusk will probably be late because he is 
testifying on the HW) 

3. Ask Secretary McNamara tG comm.eat 

4. Ask Secretary Fowler for his views oa the problems discussed. 

5. Coac.b1de the meeting by saying that 

a. We muat keep on top of the many problems arising from 
the changing situtioa in Europe 

b. We must give 110 impression of ueglectin.g our relations 
with Europe, because of our intense concern. aboat Vietnam.. 

c. We must convince our European friends that they have to 
carry their :fair share oi .responsibility for solving the 
problems discussed today. 

--! 
' 



.. MEMORANDUM 
·. 

THE WHlTE HOUSE 

WASlll NGTON 

Wednesday, May 3, 1967 

a£CRE'f ­

MEMORANDUM FOR THE PRESIDENT 

SUBJECT : Order of Business for 45-Minute NSC Discussion on Europe 

I. 	 You might open as follows: 

purpose of the meeting is to discuss problems facing us 

in Europe over intermediate future assuming that the Kennedy Round, 

non-proliferation treaty, international liquidity negotiations all 

come out reasonably we 11. 


I would like Nick Katzenbach to summarize the State paper, 

and then to have comments from Bob and "l.enry. (Secretary 

Rusk will probably be late. He is testifying on the Hill.) 


11. 	 Toward the end, you might raise the following questi ons (and give 
instructions for further study): 

( 1) 	 On future of NATO: We want to be well-prepared for the conclu ­
sions which might come out of the Belgian-sponsored study of 
the future of NA TO. I would like to see a paper laying out what 
kinds of things might be done to make good use of NA TO. What 
are the limitations on using a military alliance for other purposes? 
What kind of institutional changes might make s ense ? We aeed to 
a.void getting_.U:.6ppe~pporting--p.PopG&als-ie1 new a 1 re.nge­
m B..Pts whicb::::l:£p.d nowhere==f~n.ot."l:e:i Nh=F- histrrry.) 

(2) 	 On the Russians: I would like to see a more s pecific pape r on what 
kind of Russian moves we might be facing with respect to Europe 
during the next 2-5 years. A re they likely to float proposals for 
settlements? Will they try to organize a Eur o pean sec ur i ty 
conference? What are the alternative ways in which w e can respond? 
Are there things we could do to exploit possible Russian moves 
rather than react defensively? We do not want to assume that the 
Russians are changing their spots when they aren' t. On the other 
hand, neither do we want to ignore the kind of changes that may 
be taking 'place in their sense o f what their possibilities are. 

8'3- 1 tj SECfl:!:T 
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(3) 	 On mutual troop withdrawals: We should have a detailed scenario 
of the alternative ways we might explore the possibility of mutual 
troop withdrawals in Europe. I would like a careful analysis of 
what we mean by "balance", and the alternative ways mi: this 
is sue might be explored within the Alliance and with the Soviet 
Union. I want to see the choices. 

(4) 	 Getting more aid out of Europe, and out of the U.S . Congress . 
What should we be doing now about the possibility of larger aid pro­
grams following Vietnam?Do we know what the needs really are? 
Are we preparing ourselves so that we will be ready to move when 
the time comes? Should we announce anything now about what we 
might be prepared to do after Vietnam? 

(5) 	 On the British money problem(Mr . President: the organization 
and timing of a study on this is very delicate ; l think it would be 
bette r not to instruct anyone to undertake the study at this meeting. 
I will do a paper for you suggesting a procedure . You m ight just 
say this is an interesting problem and we don't want to be caught 
~apping.) 

( 

\~ 
Francis M . Bator 
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