THE WHITE HOUSE
WASHINGTON

10/5/65
Mr. Komer,

This has been sent via private wire to
PM Wilson. Mr. Bundy said "'and
have Mr. Komer get it to the British
on the other wire as well. " Here is
a copy of the msge 4 ous jen



VIA PRIVATE WIRE to London

SEGCRET. Oct. 5, 1965

TO: Prime Minister Wilson
FROM: The President

We agree that the Southern Rhodesia affair could quickly become
a calamity, with potentially serious damage to Western interests. We also
agree that deterring Smith from any fateful step is by all odds the best course
open to us.

If you see fit, we would be glad if you would tell Smith when you see
him that we as well as you would take a very poor view of UDI, and that
we would necessarily have to oppose it vigorously.

We would also be prepared , as you suggest, to approach Smith directly
along the above lines, either through our Charge in London or by calling in
the Rhodes;ia.n minister attached to your embassy here. And if deterrence
is our prime objective, it may be better for us to convey our views before
your decisive meeting with Smith, rather than after. We will do this promptly
if you l‘aﬂg‘“i’%e. Should negotiations fail, we would certainly be prepared to
make our views public in an appropriate way.

I am glad that our two governments are in close touch, since itis

important to coordinate our efforts with yours in dealing with this unhappy problem.
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Following message sent October 5 to'Priﬁh?Hinistnr

Wilson from the President: "2‘7
: Leilirw
QUOTE: We agree that the Southern Rhodesia affair could ; e

quickly become a calamity, with potentially serious damage to
Western interests. We also agree that deter¥ing Smith from
any fateful step is by all odds the best course open to us.

If you see fit, we would be glad if you would tell Smith
when you see him that we as well as you would take a very poor 4

view of UDI, and that we would necessarily have to oppose it

& Zo

wkkm vigorously.
We would also be prepared, as you suggest, to approach

Smith directly along the above lines, either through our Charge :
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in London ox by calling in the Rhodesian minister attached to your

Q\ Embassy here. And if deterrance is our prime objective, it may

be better for us to convey our views before your decisive
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meeting with Smith, rather than after. We will do this
promptly if you wish. Should negotiations fail, we would
certainly be prepared to make our views public in an appropriate
WaY .

I am glad that our two governments are in close touch,
gince it ie important to coordinate our efforts with yours

in dealing with this unhappy problem. END QUOTE
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VIA PRIVATE WIRE to London

SSEERET Oct. 5, 1965
TO: Prime Minister Wilson
FROM: The President
We agree that the Southern Rhodesia affair could quickly become
a calamity, with potentially serious damage to Western interests. We also
agree that deterring Smith from any fateful step is by all odds the best course
open to us,
If you see fit, we would be glad if you would tell Smith when you see
him that we as well as you would take a very poor view of UDI, and that
we would necessarily have to oppose it vigorously.
We would also be prepared , as you suggest, to approach Smith directly
alox_ng the above lines, either through our Charge in London or by calling in
the Rhodesian minister attached to your embassy here. And if deterrence
is our prime objective, it may be better for us to convey our views before
your decisive meeting with Smith, rather than after. W'e will do this prornptly-'
if you &g’:éé’n_ Should negotiations fail, we would certainly be prepared to
make our views public in an appropriate way.
I am glad that our two governments are in close touch, since it is

important to coordinate our efforts with yours in dealing with this unhappy problem.
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The Hon. McGeorge=Bmr -,
The White House.

With the compliments of
Sir Patrick Dean

British Embassy, Washington, D.C.



2 October 1965

The Prime Minister has asked
me to transmit to you the attached
nessage.

Sed. Patriar Hann _f

The rFresident
of the United States of America.

SECTET

DECLASSIFIED
E.O. 13292, Sec. 3.4

Byl \ARA Dateg-lo-te.
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2 October 1965

As you know, we have been keeping in close touch about
Rhodesia with your Administration at all levels nnd, we are
moet appreciative of the support which we have received, Mennen
Ve 6re Rew Gntering & Stwital phete and the Eiovesesens 3
am to have with Smith next week are likely to be final and
decisive. [He seems to have retreated from the basis of
negotiation which the Commonwealth Secretary established
with him earlier this year, and I do not think 1t likely
that we can now reach any agreement with him. The risk
of unilateral declaration of independence must therefore
be regarded as serious and I know you share with us the
belief that this could escalate with disastrous consequences
for the whole area and serious damage to Western interests.

If our negotiations unhappily fail, I shall do everything
possible to bring home to Smith the consequences of an
1llegal step in the hope of deterring him from it, If
there is still any chance of deflecting him and his colleagues
from such a disastrous course I believe that your influence
might be a deciesive factor, I wonder therefore if you would
be prepared to approach Smith in whatever way you think best
calculated to bring home to him the gravity of the step which
he is apparently contemplating. Subject to the way things
g0 in the next few days I think that a message from you
would be most effective immediately :rtoé a break=down in the
negotiation., Since the timing of such a message could be
crucial we will keep your Ambassador closely informed of the

/progress
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progress of our discussions with Smith. I hope very much

that you will feel able to intervene in this way and to do

80 publicly esince your message would then have the maximum
effect on the Rhodesian public.
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SUBJECT: India-Pakistan Conflict ik ’ office
1. A UK
- PARTICIPANTS: The Secretary Sir Patrick Dean, British Ambassador
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& Ambassador Dean said that if U Thant failed, which seemed AR

. likely, some sort of Commonwealth initiative might be tried. The = - "
.+ Foreign Office was telling the Russians about this and had asked T
- . them what they thought of the idea, i i S s

B, The Secretary replied that he did not know if the Russians HEA
* ~ could be of much help at the present time. There were rumors that ' ' . .7

- " they were getting ready to make changes at a high level in their e
o+« government, The Secretary agreed that if U Thant seemed to be on . .= -g.
the point of failing, it was important that there be something ey '

~~ ready to move in to keep the possibilities of negotiation open. B
- | There were still possibilities of settlement. Military engagement . . =~ .
"7 on both sides had been rather tentative, .Without interfering 'with % "~
. 1 U Thant's activities, we were making a quiet effort to insulate the <. .-
" eastern part of the subcontinent from the conflict. We were urging @ '
the Indians not to exploit the military advantages they had there, - ¢/’
This was largely because of our fear of what would happen if the

Chinese moved in. .

_Ambassador Dean said that London did not have much infbrmationIGQQl;
on the actual fighting. It had the impreaaion that the fighting was "
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largely governed by political considerations. The Indians were ‘
trying to wear down the Pakistanis. The Ambassador said that HMG,
had told the Pakistanis that it could not be blackmailed into {
g helping them by the threat of Chinese intervention. They also - RIS
)« told the Pakistanis that they should not assume the Chinese are. . ' .-
3 going to help and that if the Chinese did intervene, that the a0

-

Indian effort would automatically be paralyzed.

The Ambassador Dean asked about the Pakistan Consortium._j;;x;
-. There was a feeling in certain quarters that we
should cut off all aid to the subcontinent. We had been able to
contain this feeling so far. We have suspended our military aid.
As to economic aid, we were still in the same position we were in
- last summer. We are not making any new commitments until the AID
¢ appropriation is passed. If the AID bill is cut because of the o
situation in the subcontinent, then the subcontinent would have to T
{17 take the loss. Other aid recipients should not be made to suffer - ..
| i " because of the subcontinent situation. §ahai s

: Minister Stewart said that the UK believed that the =k
.. Consortium meeting would take place on schedule and that most of =
©° the members would make pledges. . There was some doubt about
3, Germany. -

S Secretary Rusk said that we could not poasibly make a pledge
. " while fighting was going on. Lﬁ R SRR TR b iy W 1]
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f After welcoming remarks, the Foreign Secretary asked Minister
Hughes to lead the discussion on the Kashmir situation and the present

conflict between India and Pakistan,

Hughes said that the British had hoped that the Indians would
pursue limited military objectives against Pakistan. They had hoped for
instance that the Indian response to the Pakistan advances, threatening
Akhnur, would be limited to a thrust against Lahore. Such hopes had -
evaporated, however, when the Indians also undertook a thrust in the
Rajasthan area, It appeared now that the Indians were moving in an

. all-out effort to crush Pakistan.

This view tended to be confirmed further, said Hughes, by the fact
that the Indians were now bombing Pakistani cities. Hughes said also
that, although it was not entirely clear, the fact that the Indian

" military were bombing Pakistani cities tended to indicate that Shastri
had lost control over the military and that Chavan had moved to the fore,
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On the Pakistani side, the developments of recent days only
tended to strengthen the hand of Bhutto,

Hughes said that the present position of the United Kingdom
Government was to support fully the U Thant mission and the resolution
of the Security Council. Until the outcome of the Secretary General's
mission could be more clearly seen, the UKG was refraining from any
other initiatives, including thos involving the Commonwealth. It was
noted, however, that other Commonwealth leaders, in response to a
message from Prime Minister Wilson, were sending messages to India
and Pakistan urging their support for the Security Council Resolution
calling for a cease-fire and asking that they give support to the
U Thant mission.

The Foreign Secretary indicated that the UKG was also giving con-
sideration as to what steps might be taken in .the Security Council
should the U Thant mission fail. He indicated, at one point, that
they were examining recourse to Chapter VII of the UN Charter. Further
Commonwealth initiatives, should the U Thant mission fail, were not yet
formerly developed,

Under Secretary Ball said that the United States Government was
supporting fully the U Thant mission. He indicated that later in the
day a statement would be issued from Washington indicating that we had .
suspended the shipment of military supplies to both warring nations.
Previously we had delayed only any major shipments. Now we would be
suspending all shipments and announcing this publicly,

Mr, Ball also pointed out that the US could also exert leverage
through denial of economic aid. We had not yet taken this step but he
noted that we had made no commitment to either country for Fiscal
Year 1966 (July 1, 1965 to June 30, 1966) for economic aid and would
‘reserve full freedom of decision on such aid under present circumstances.

Mr. Ball then.inquired whether the UKG thought the USSR might be
helpful in this situation,

The Foreign Secretary said that the United Kingdom planned to sound
out the USSR in the next few days. The British Ambassador in Moscow
would see Kosygin and explore the various possibilities with him. Mr.
Ball said that we would endorse such an approach and hoped that it might
improve the possibilities “for obtaining a cease-fira.

Minister
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Minister Hughes then returned to the question of the suspension
of military aid, particularly that to Pakistan. It was his view,

which others on the British side

supported, that the suspension of

aid by the United States would have a definite influence on the
duration of the fighting since Pakistan had only three weeks supply
of arms, The Indians, on the other hand,are less vulnerable because
they have more facilities to produce arms and ammunition. The even-
handedness of the US approach tended to benefit the Indians.

The Under Secretary said that he recognlzed the consequences of our

evenhanded approach in regard to military assistance, but as he indicated:

earlier, the current position in Washington was for the suspension of
military aid to both sides, He felt that the situation described by

the British tended to underscore

the need for a fast solution to the

India-Pak dispute, particularly the early invocation of a cease-fire.

The Foreign Secretary observed that the UKG had not yet issued an
official statement about delivery of military shipments but would

probably do so soon,

Minister Hughes stated that
the United Kingdom Government on
Treaty. Both he and the Foreign
from their standpoint, CENTO was
Commonwealth countries.

The Under Secretary, noting
shortly before this meeting seen
what lines of action U Thant was
said U Thant hoped to be able to

the Pakistanis had made no approach to
the question of invoking the CENTO
Secretary reiterated the point that,
not applicable to disputes between

that the Foreign Secretary had only

U Thant at the London Airport, asked
likely to take, The Foreign Secretary
set a definite date for cease-fire after

taking stock of the situation and talking to both sides. The Under
Secretary noted that the Secretary General's task was not easy,
particularly if the Paks insisted on injecting the political settle~
ment of the Kashmir issue as a prior condition to a cease-fire.

The British were asked how they viewed the possibility of communal
uprisings occurring in both Pakistan and India as a result of the fight-
ing. The British replied that, so far, there had been relative few
uprisings, but, unhappily, they could mushroom suddenlyy.

. The Under

R ~SEGRET—
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The Under Secretary raised the question of possible Chinese
Communist intervention. The Foreign Secretary indicated that the
Chinese Communist position was difficult to fathom at present. At
the moment, the Chicom position appeared to be confined to denouncing I
India. However, he also detected a note of "watchful waiting' in their A
position but that at the moment, they did not seem particularly anxious .
to intervene directly. He said that the Chinese Communist may calculate
that their position would be best served by allowing the Indo-Pakistan
conflict to take its course and then _exploit whatever advantages it
may offer, s :

In conclusion, the Foreign Secretary said that the best that A
could be done at the moment was for all parties to throw their full
weight behind the activities of the Security Council and the Secretary
General, He said that he hoped the question of Kashmir would not itself
prove a sticking point to a cease~fire. He noted that the strain of
war might quickly induce exhaustion on both sides with the best hope
for talks growing out of a situation of stalemate, However, he noted ;
that this might happen later rather than sooner, i
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MEMORANDUM FOR MR, McGEORGE BUNDY
THE WHITE HOUSE

Subject: Prime Minister Wilson's Message to the
President Regarding the Rann of Kutch

Mr, Bundy's memorandum of July 7 requested a recommendation
concerning a message to the President from Prime Minister Wilson,
We believe no reply is necessary since the Prime Minister's
message is a reply to the President's congratulations on the
successful British efforts to bring about a cease-fire agreement
on the Rann of Kutch dispute,

s D s
&an_Ben' n' H, Read

Executive Secretary

Enclosure:

Message from Prime Minister
Wilson on the Rann of Kutch
Dispute,

= GONFEDENT AT
GROUP 3
Downgraded at 12-year intervals;
not gutomatically declassified,

LASSIFIED
E.Q. 13292 Sec. 34
JUL 19 1965 BVAW.- NARA, Date §-/6 Ol
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’ WASHINGTON, D.C.
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I have been asked by the Prime
Minister to pasa to you the enclosed
meseage. _"_ 7, pr J. 5
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‘The President
of the United States of America.
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: July 5, 1965.
: TEXT OF MESSAGE
Thank you for your message about the Rann
‘of Kutch. We have all been moat'grateful for the
helpful understanding your people have shown
throughout these prolonged negotiations. We
. look forward to working out in close co=-operation
with them further steps to encourage India &and
- Pakistan towards a settlement of other.ouﬁatanding
. problems. |
~CONPIDENRIAL—
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(Fold Here)

EXECUTIVE OFFICE OF THE PRESIDENT
BUREAU OF THE BUDGET

are 7/16/65

Mr . Komer

TO:

FROM: Mr. Rowen

REMARKS:

JuL 161965



14 July 1965

HMEMORAIIDUM FOR: Mr. McGeorge Bundy

SUBJECT: UK Visit

o, "}::”-:—r-"_

flere are my main impressions from the McNaughton, Neustadt,

Rowen two=day visit.

Trend and Mitchelly Trend was told that you are relaxed

about a meecting. Also that wa see that everything == money,
forcign commitments, economic plan -- is connected to evary=-

thing else. Hs said nothing of substance,

the PM's private secretary, made it clear that the Trend-

Derex Mitchell,

Bundy meating had somchow been built up inside the govern=

ment to such a big event that it raised "constitutional"
problems {the Cabinet's hand can't be revealsd before the
Cabinet takes the decisior). However, Mitchell told Dick
that the PM regards Trend as a3 good go-between == but he

shouldn't come right now.

Dick conveyed appropriate points to Mitchell including David
Bruce's suitability as a trusted intermediary.
that we didn't expect to be told of a Cabinet “decision" be-

fore thie Cabinaet but that we valued outlines of the PM's

Dick stressed

thinking. Also that the President can't be axpected to em~-
brace the Pound until UK comes up with its overall economic
and defense program. Mitchell said PM not thinking of uni-

lateral troop reductions in FRG (cooperative reductions

another matter), that PM thinks devaluation beyond bounds of
possibility, and that maybe Mitchell or Qliver Wright could

usefully visit Washington on occasion,

-’____-'——' i
5} '.Jg\nas = b
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-%\, 0 Foreign Offices The Foreign Office people we saw (Gore-

81\3 g Booth == Caccia's successor -- Chalfont, Palliser, John

R ] Thomson, Arthur) say, with varying degrees of firmness and

"’Q"% specificity, that foreign commitments will be cut. They doa't

gg believe that Healey can get close to the 52000 million defense

3 Z ceiling through efficiency gains. The most specific and

Qr drastic view (Thomson's == partly prescriptive, partly pre-
Ei\ dictive) was that Britain should/would over the next five years:



1) get out of_Malta, 2) get out of Libya, 3) get out of
the base in Cyprus supporting Libya, 4) out of Aden, 5) out
of Persian Gulf (orxr perhaps support Gulf from Indian Ocean
bases), 6) expect =-=- and welcome == being invited out of
Malaysia as part of an Indonesian-Malaysian "saettlement,”
7) build up base in Northern Australia, 8) build Indian
Ocean bases, 9) stay in EBurope. I sense agreement by tha
FO tyres that Aden is first on the list and that European
comuitments should ba kept.

It isn't clear to what extent the Foreign Office believes
these cuts inevitable because they think the Defense Raview
will force then, or because they think that the Cabinet will
force these cuts anyway, or because they think that the
Anericans should be told cuts are coming for tactical reasonse
In any case Healey's line is different.

Hzalev: He says that 50% of the needed savings have already
been found (aircraft and subs), that he expects to find 25%
in efficiency gains and that 25% will come out of reducing
commitments. The Cabinet will get a proposal on streamlin-
ing reserve forces next week, and a big decision on land
vorsus sea-based air by September., (This one had to wait

for the Earlﬁﬁurma to go. They also want to know if US has
some carriers in reserve that can handle their Phantoms.)

Once these decisions are taken, further reductions will in-
volve commitments. But not much. Ffor example, "confronta=-
tion” with Indonesia would invdlve % Army, 3/4 Air Forxce,

0% Navy; therefore they can't cut muchtunless “confronta=-
tion" can be ended. (Healey expressad unhappiness on present
strategy versus Indonesia and ran through alternatives == es=-
calate, negotiate out, turn over to Malaysia. Ha and a lot
of his people would like cutlut clearly don‘'t see it happen=-
ing in short run.)

Far East and South Asia: He is trying to figure out (ex-
Indonesia) what role makes sense. He is thinking mainly about
little problems and focuses on Australia. They are talking
with the Aussies about a base in tha North, see need to do
joint planning including use of Australian F-lll's and its
carrier, and want to concert with US and NZ as well.

by




3

Mid Cast: He had thought that UK would have to leave Aden
~ by 'G8 and move into Gulf. Ha now thinks that permanent
basing in Gulf won't work and that a post ‘68 base in Aden
may worke

On lalta, Libya, Gibraltar, Cyprus: Nothing new.

On_Cermany: Money offset still unsatisfactory despite new
deal. Will go back after FRG election. Prefers 1) German
gold, 2) FRG pick up check for FRG people employed by UK
forces, 3) buy hardware from UK. Healey did not suggest
major reductions in Germany (by implication, even failing
1-3 above). On contrary, he said cheaper (in budget but
not foreign exchange) to keep troops there , and thay are
usable strategic raserve for elsawhere.

NATO: He wants McNamara to join him in attacking NATO's
naval strategy and likes the Sclect Nuclear Committee idea
{but worries about our ability to follow=through).

Congsultations with US: EHealey emphasized that no UK decision
will be taken on commitments without prior consultation with
us. He perscnally would like to see US-UK talks in November-
Dacember.

In Sum: We don't have all the pieces (notably the PM's views
are missing) and the ones we have don't quite fit. Haaley
appears to be making useful progress (more than Bob McNamara
has credited him with). Healey said he might have been hold=-
ing his cards too closely -—- keeping them from both the FO
and us. In any case, they have a clear commitment to consult
and we should keep in touch with them. Dick will keep up

the chasa.

(signed) Heury §« Rowen

HENRY S. ROWEN
Assistant Directorxr
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Subject: Message nister Wilson
on Rann of Kuteh Dispute

Recommendation:

That you approve the enclosed message to Prime
Minister Wilsgen.

Discussion:

The British, end Prime Minister Wilson personally,
have worked like Trojans, under the most complicated
and frustrating circumstances, to hammer out with the
Indians and Pakistanis an agreement on the Rann of Kutch.
I think a personal message of comgratulations from
you to Prime Minister Wilson would be the best way of
showing our admiration for the firsterate job they have
done. The message would be transmitted after the agree~
ment is signed June 30.

. /8§ DEAN EUSK

Dean Rusk
Enclosure:
Suggested Message.
DECLASSIFIED h
EO. 13292, Sec. 3.4 LONEERRTr A
By gk, NARA Date R-/6-0
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Congratulations on your success in working out & solution
to the Rann of Kutch dispute. We all admire the great skill
and patience shown by you and your people in helping bring about
a peaceful settlement between the two great countries of the
subcontinent.

S:DRusk:fr
6/ 30/ 85

SEEmESS . = =i
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President requests that you seek appointment with PM prior to Common-
wealth Conference and, speaking on President's behalf cover following topics:

1. Afro-Asian Conference. President sees common US/UK interest

in preventing Algiers confab from becoming an anti-Western rally. Since new
Commonwealth members could play a major role to this end, President would
be grateful if PM could express our hopes as well as thc;se of UK to the
Commonwealth conferees,

We are particularly concerned lest South Korea and South Viet-Nam
as well as Malaysia, not be invited to Algiers. When US and UK are really
defending interests of whole Free World in Viet-Nam and Malaysia, it would
be difficult to understand if our friends should not support these beleaguered
states. To achieve these objectives, it seems important that conference
adopt UN procedures of one-nation, one-vote on at least attendance maitters

rather than Indonesian-proposed consensus approach. It is equally important,

in
Drafted by Telegraphic transmission and
F A-TAMe all /NEA:- 2 « o4 yclamsification spproved byi The Secretary
FE - Mr. Bundy AF = Amb. Trimble S/S = Mr. Walsh
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Page_#_g__of telegram to__ LONDON BXDIS
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in President’s view, to forestall anti~-Wesiern resolutions tending to justify outright
aggression,

President is especially hopeful that Shastri, Ayub and Nigerian delegation will
play constructive role at Algiers. If PM sees fit, he of course free to indicate his
understanding that President will be following Algiers proceedings closely.

2. Rann of Kutch. President has watched admiringly PM's patient but per-

sistent effort to mediate dispute. He would be happy if PM chose to say President
as eager as PM in devoutly hoping for early agreement on Rann of Kutch issue and
avoidance by both sides of further inflammatory actions which could touch off a major
clash. President especially disturbed by reports that Shastri feels India will have to
take retaliatory action if Paks don't vacate "aggression" in Rann, US reading is that
Paks are pressing their military advantage in Kutch too hard in order to improve
their bargaining position in subsequent negotiations. A particularly troublesome
aspect of this problem for us is the use of US equipment in Indo-Pak disputes. You
should tell PM that President is increasingly concerned over justifying continued
massive US economic and military investment in Pakistan and India;, when both are
dissipating their energies and resources in such self-defeating disputes.

GP-3.

END

RUSK
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. i ilson arrives in Washington for talks
w:*h the Pregident and ot S s his Labor govern-
o

¢ will have been in

I 265 than two months. It has been ha“ulcaud:u
DYy a severe baL“ﬁCC of vayments crisis, by the weakness of the pound sterling,
and by the narrowness of itg parliamentary majority. Clearly, its life has
been too short ior it to be judged or to have made its mark., Yet it has
shown fidelity to traditional British foreign policies, as well as an eager-
n t2 in new initi in the international sphere. This paper -
0. ken by the Wilson government in foreign
Oct ction, and makes comparisons, where
appropriate, with (a) the estimate we had *f—“ared before the election, &
and (b) what has been reported of the expectations of governments in some of
the regions affected by new British initiatives.

has demonstrated its intention to pursue Britain's traditional policies in
\

foreign relations. To a large extent; the new Labor administration is pressed

3 - e - B > s e Y = - g T o T e b )
Oy ‘the same necessities as were recent Conservative governments to pursue the

Hes o

same purposes in the world.

ressures for a New Look. At the same time, the Wilson governuent needs,
if only for domestic political reasons, to give at least the appearance of a

L=

new look at and fresh approach to old problems. Labor's tiny, five-seat majority

ot

ul incentive for Wilson to seek a stronger mandate

("I
Hy

v
4

nt provides a powe

and to call for new elections at a relatively early date (possibly as soon as the

spring). To succeed, he must try to make a record to place before the voters.

14 Research Memorandum REU-57, " a British labor

EC n
tovernment, " October 8,. 1964, Secret/No Foreign Dissem. GROUP . 1
DEC 7 1964 Excluded from aufomatic down-

grading and declassification

)L'}

G



https://c.~f:.ce

w

> “SECRETINO FOREIGN DISSEM
S

-

« In its first seven weeks in office the

0

Vigorcus Pace in Foreign Affair

il

o
»

Wilson government has sought every copportunity to gel its views on record.
Top British officials have talked with, or have plans to meet with, all their
opposite numbers in the main Iuropean countries, the United States, and many
other nations as well.,

T

Faintenance of Close Ties with US. The Labor government has given top

pricrity in foreign relations to cementing its ties with the US. The Gordon
VWialker visit, to be followed by that of Wilson less than two months after assuming
office, underlined the importance placed by the new government on iAnglo-American
relations, There have already been early specific instances of support for US
policies, such as in regard to the Article 19 issue at the UN, and even Labor's
promise not to lobby at the 19th Gi for Peiping's admission evidences sensitivif&
to Washington's foreign policy problems. Furthermore, the Wilson administration
seeks 1o keep the US committed to Hurope, opposes the development of an
independent European nuclear deterrent, is fimmly pursuing an YAtlantic®™ policy,
and has made it clear that it hopes for close consultation with the US on every
possible international issue.

Standard UK Iine on Relations with Comuunist States. DImprovement in

Britain's bilateral relations with Lastern European countries, and increased
trade and contact with Communist nations in general, are goals of the Labor
government. But it has so far not done very much that is new t§ advance the
achievement of these objectives. In Peiping, Board of Trade President Jay
suggested to the Red Chinese that diplomatic relations betwéen Red China and the
UK be raised to the ambassadorial level, but Peiping rebuffed this approach.

mi

The Labor government has announced its general intention to improve export credit
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facilities and to develop an intensified export credit program on 2 world-wid
basis under existing authority, but there is no indication that it is planning
a more generous long-term credit policy toward the Soviet Bloc,

Furopean Connection Nmphasized., The Wilson government has taken no initiative

toward reopening talks, on the Brussels 1961-62 model, for entry into the EiC.
At the same time, the Six have been informed that the new UK Government wants to

be in from the start on any talks among them on further developing Europesn

(333

political unity. The British prese ion at the WEU meetings in Bonn seems to
have been intended to convince the Six thet the Labor government is just as
interested in Durope as was the previous Conservative administration and does
not intend to let its European policy drop out of the forefront of atiention.

No Imorovement in Relations with France., Wilson's immediate efforts to

assure continued close British relations with the United t~’c,.:1'r,e.s are a clear sign
to de Gaulle that the new Labor government intends to follow an “Atlantic" rather
than a "Durcpean® course, and tnis will not help to improve the atmosphere in
British-French relations. While Wilson is on record as favoring better relations
with the French through personal contact, Je can have little hope of doing so as
long as de Gaulle is in power,

Conscientious Efforts with the Germans. Although there are important areas

of disagreement between London znd Bonn on such matters as the MLF and a degree
of suspicion of each other's intentions, the two governments have made efforts to
get off to a good start in vilateral relations. The Labor government has soft-
pedaled its long-standing interest in disengagement in Central Europe and has
reassured the Germans of its intention at least to maintain the strength of the
Eritish Army of the Rhine. -Plans are going zhead for the Queen's visit next

year to the Federal Republic, and possibly also to Berlin.

SECRET/MO FOREIGHN DISSEM
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New Approach in the Middle Fast. The Labor government is pursuing the same

basic policies in the Middle East as did its predecessor, but with some important
differences in approach. It has announced its intention to itry to improve rela-
tions with the UAR and to come to terms with Arab nationalism. In contrast to
the Tory government, the ¥Wilson adminisiration approves of the maintenance of a
dialogue between Nasser and the US, assisted by US economic aid, and it is itsglf
in the process of probing the UAR position in talks with the UAR Ambassador in
London. Although the British position is forthcoming, the Labor government is
insistent upon certain concessions from the UAR side, among them the cessation
of hostile acts in Aden and in the South Arabian Federation, and the reduction
of the anti-British content of UAR radio propagenda. -

Same Problems with India and Pakistan. The Wilson government has shown

the same awareness.as ils predecessor of the need to maintain good relations
with both India and Pakistan and is trying to perform the same balancing act
that the previous government tried to maintain., Labor thinks that it must try
to balance its recent proposals on naval aid to India with similar offers of
assistance to Pakistan.

Same Policies in Southeast Asia, The Labor government has reviewed its

predecessor's policies in the Indonesiu—Malaysia gituation and has accepted
them in all important particulars. It has taken no new initiatives in other
areas of Southeast Asia and will continue to give low-key suppo:t to U.S.
activities in South Vietnan.

Firmness on African Matters. On two major issues in Africa, the Labor

government has demonstrated its intention to adhere, insofar as British national
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interestg and public opinion permit, to the Labor Pariy's traditional anti-
colonial and liberal attitude toward dependent and newly independent areas in
the world. Immediately after its installation in office, it issued a toughly=
vorded message to the Rhodesian government warning it against any unilateral
declaration of independence and reiterating that some form of provision for
-majority African rule would be the minimum condition for independence. There

are as yet no signs, however, that it is preparing contingency plans to implement
the punitive econcmic and other measures that the message threatened if Rhodesia
persisted in its unilateral plans for independence., Also within 24 hours of
assuning office, the new Labor government announced an arms embargo against South
Africa. ; ' -

Support of the United Nations, The appointment of Lord Caradon, formerly

Sir Hugh Foot, as Minister of State for Foreign Affairs and Permanent Representative
at the UN, was symbolic of the new Labor government's intention to strengthen the
UK's role in the UN and to support UN peacekeeping activities. The airlift by
Britain without charge of a Danish contingent for Cyprus was a reversal of

previous UK policy and important evidence, in view of Britain's difficult financial
situation, of the Lebor government's willingness to participate in UN peacekeeping
activities.

Initiatives on the Defense Front. ©Prior to assuming office, the Labor

FParty placed heavy emphasis on the need for new defense policy initiatives,
and the Wilson administration has been extremely active on this front, both

internally and in conducting soundings with the US and other allied governments.

—SECRET/N0O FOREIGN DISSEM


https://Brita.in

\ A&

“~SESREEM0 FOREIGN DISSEM
- Vi -

The situation at the moment is highly fluid and subject to frequent change.‘

In general, the British position is influenced by certain 1on§—stgpding

objectives of the Labor Parily with respect to: giving up an indevendent British

miclear deterrent, maintaining Britain's "special relationship! to the us,

promoting disarmament and non-proliferation, and preserving the ultimate US

veto over the use of nuclear weapons. In addition, the UK's financial limitations,

particularly in the light of its current economic difficulties, and the importance

that the new government attaches to Britain's military role 'east of Suez" will

play an important part in deternining h;w the British formilate their approach

to current defense issues.

oK A ok k
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Intrcduction

After 13 years of Conservative rule, the British electorate decided
last October 15 that it was time for a change, and an effective plurality
voted to turn the reins of government over to the Labor Party. Traditionally,
however, change comes slowly and subtly in the UK and tends to be a matter
of nuance rather than substance., There has, historically, been a consensus
among her political- leaders about Britain's role in the world and about the
main lines and objectives of an appropriate international policy. Both major
British parties have been moving toward the center of the political spectrunm,
and the notion that each is more British than specifically Tory or Labor has
wide currency and much truth. Regardless of the party in power in the UK,
the government is to a large extent presgsed by the same external necessities
to pursue the same purposes in foreign relations, and there is, in any case,
great continuity arising from the powerful corps of permanent eivil servants.

Because of these considerations, government leaders around the world,
whether or not they were favorably disposed beforchand to the Labor Party,
expected that there would be a high degree of consistency in British foreign
policy despite the change of government in the UK. Their expectations have
generally been borne out. Moreover, the fact that Labor has only a 5-seat
majority in the House of Commons means that it must ever remain alert to the -
danger of being turned out of office. This factor also has tended to inhibit
new or different foreign policy initiatives that are significant.

And yet, there are also pressures for change. First, the difficulties
inherent in governing with such & small majority provide a powerful incentive
for Wilson to seek an appropriate opportunity for new elections at an early
date -~ perhaps as soon as next spring. To be returned to power with a larger,
more workable majority in Parliament, the Labor government must advocate measures
which it is sure will command a wide measure of popular support and at the same
time must build a distinctive record io lay before the voters., Secondly, Wilson
cannot wholly forget his election pledges to the Party's left wing, particularly
in the field of defense policy, on which he probably feels that he ought to show
gsome signs of movement. Finally, the Labor government has apparently felt that
Britein's relations with certain states, notably those in the Middle East, have
been in need of re-examination for some time. Thus, in spite of tradition and
of the need for parliamentary caution, there is, in the political eircumstances
of the moment, & palpable degree of pressure for new approaches and new initiatives.

For these reasons -- and because of Wilson's own naiure -- the Labor govern-
ment has started out with a vigorous pace in foreign affairs during its first
7 weeks in office. The Wilson government hag sought every opportunity to get
its views on record. Its first international actions irncluded visits to Washington
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and Bonn by Foreign Secretary Gordon ¥alker, followed immediately by plans

for an Ame:lcan visit by Wilson. Indian Prime NMinister Shastri has visited
Britain, and discussions have been held in London with Indian Defense Minister
Chavan. Gordon Walker has talked in London with Italian Foreign Minister
Saragat and, together with Wilson, has met with Willy Brandt and other inter-
national socimslist leaders at the sessions of the Socialist International in
London. In addition, the President of the Board of Trade, Douglas Jay
(following up his predecessor's anncunced intention), went to Peiping to open
Britain's trade fair, where he talked with Chou In-lai and other top Red
Chinese leaders. In route to Pelping, Jay met with Soviet Premier Kosygin in
Moscow. Other early international contects of the Labor government include
meetings of Wilson and other UK ministers with the Colombo Plan delegations

in London, Gordon Walker'ls talks with European leaders at the WEU Ministerial
sessions in Bonn, Ceylonese Finance Minister Perera's economic mission to
London, the visit of Zambian President K“Lnda to the UK, and Colonial Secretary
Greenwood's visit to Aden and the South Arabian Federatlon.

Soven weeks in office is hardly time enough for a party so long denied
the exercise of responsibility to work out the specifics of foreign policy.
But the wide-ranging diplomatic activity of the Labor government in this
brief period provides sufficient evidence to indicate that,” while the broad
lines of British policy remain unchanced under Wilson, there are nuances and, °
in some few areas, significant differences in approach to internatmonal
"problems and issues.

The United States

The Labor government has already given evidence of its intention to main-
tain the closest possible relations with the United States. Scarcely a week
after the British elections, Foreign Secretary Gordon Walker came to Washington
for wide-ranging talks. The discussions indicated that although there are
differences with the US on some matters, the Wilson government will stand with
the United States on the major issues and, where differences exist, will give
careful consideration to US views. 8Specificelly, the Lebor party has long
advocated Peiping's admission to the UN and campaigned on a promise to do
everything possible to gain a seat for Red China. While continuing to hold
this view, the Wilson government has indicated that it will refrain from
lobbying on Red China's behalf, at least in the 19th General Assembly, and
will probably support us on the "important question" issue, through which Red
China's gseating in the General Assembly would require a two~thirds majority
in the UNGA.
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There have been other concrete instances of support. The Labor government
has indicated it would do nothing to make our position or task more difficult in
Southeast Asia. The Wilscon govermment gave firm backing to the US-Belgian rescue
action in the Congo (including the use of essential British facilities on
Ascension Island), despite strong criticism from its own backbenchers in Commons.
Gordon Walker has expressed approval of continuing US economic aid to Nasser, as
a means of keeping a dialogue with the UAR going and of preventing the UAR from
falling completely into the hands. of the Soviet Bloc. The Wilson administration
gseeks to keep the US committed to and physically present in Europe and has
expressed its steadfast opposition to the development of an independent European
nuclear deterrent. It has promised to uphold the US wview on Article 19 of the
UN Charter. Prime Minister Wilson's visit to Washington December 7 and 8 is
evidence of labor's strong desire for the closest consultation with the United

tates on every possible issue, and mention has already been made of a follow-up
trip to Washington in the second half of January 1965, when Wilson may be in
New York during the UNGA session.

The Soviet Union, Eastern BEuropean States. and Communist China

The British have long believed that they have a role to play in increasing
the area of agreement between East and West, and in helping out, where possible,
to bring the US and the USSR into closer and more fruitful discussions. It is
elear that the new UK administration intends to continue a policy of increasing
trade and other contacts between Communist and non-Communist nations in the
belief that a fat and satisfied Communist is less dangerous than a lean and
hungary cne. Labor, like the Tories, also believes that Red China in the United
Nations is less dangerous than when isolated from world council tables. In its
first seven weeks, however, the Labor government has done little new to implement
these policies.

4As noted above, Britain under Wilson will not in fact do everything within
its power to bring Communist China into the UN at the 19th General Assembly,
and this restraint stems at least in part from consideration for the importance
of close relations with the US. Board of Trade President Jay has, however,
already talked with Soviet Premier Kosygin in Moscow, with Chou En-lai in-
Peiping, opened a British trade fair in the Chinese capital and invited Red
China's Minister of Foreign Trade to visit Britain sometime in the future. Jay
suggested to the Chinese that diplomatic representation between Britain and
China be raised to the ambassadorial level, but the Chinese rejected this approach,
citing the UK's stand on Southeast Asia and Taiwan as the reason.

Gordon Walker told US officials in October that the UK wished to improve
Britain's bilateral relations with the Eastern European countries, and he referred
in this connection to increased trade and to possible officilal visits to Warsaw
Pact capitals. It remains to be seen whether Britain under Wilson will be
willing to ecxpand the Conservative government's policy of generous credits to
the Soviet Union and the Communist countries of Eastern Europe in order to
increase the flow of trade. The government announced on October 26 its
intention to improve export credit facilities "wherever this will lead to an
immediate increase in our overseas earnings," and, in view of Britain's balance
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of payments difficulties, the pressure to do something in this direction is
certainly great. British officials in London have informed us, however, that
‘no new instructions have been given to the UK's Export Credit Guarantee
Department (ECGD) since the British elections, but that an intensified export
credit program would be developed on a world-wide basis under the existing
authority. :

Furope and Buropean Integration

In power, as out, Labor remains opposed to British membership in the
European Economic Community (EEC) -- extept on conditions that, for the present
at least, are impossible of achievement. However, the continuing efforts of
certain members of the Six to further Hurcopean political unity have again called
into question Britain's future role in Furope and have forced the Wilson govern-
ment to grapple with the problem of what to do about it,

As was expected, the Wilson administration has not shown an intention to
take any initiative toward reopening negotiations for entry into the EEC of the
type which failed at Brussels in January 1963. In fact, it has explicitly
rejected this road of prolonged haggling on technicalities as a feasible route
for accession to the EEC, and, in so stating its position, it undoubtedly
caleculates that there is no real choice invelved here, so long as de Gaulle -
remains in power. At the same time, the British do not want to be left out of
Europe. Wilson and his Ministers were aware that their victory at the polls on
October 15 could, in view of the Labor Pariy's well-known opposition to "joining
Europe, " lead certain quarters on the Continent to conclude that there would no
longer be any reascn to delay moves toward a political union of the Six, without
the UK., Thus, at the Ministerial Council meectings of the Western European Union
(WEU) in Bonn on November 16 and 17, Foreign Secretary Gordon Walker took pains
to disabuse Continental leaders of any such notion.

The Labor goverrnment's position, as it was outlined at the WEU meetings in
Bonn, was as follows: '

1) it rejects the possibility of reopening discussions for accession
to EEC along previous lines, thus risking ancther failure which
could be catastrophic for Europe;

2) nevertheless, it desires increasingly close cooperation with
Kuropean countries;

3) it will try by ad hoc means to improve relations with individual
countries, and with the EEC as a whole;

k) it would like to be in from the beginning on any talks among the .
six EEC countries on possible measures toward political unioni and

5) it believes that since Burope is bigger than the Six, the EFTA
countries and the Eastern European states must be kept in mind
when the organizational framework for a united Europe is being
developed. ;
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The British intention secems to have been to convince WEU leaders in a
forceful way that the Labor govermment is just as interested in Europe as the
Tory administration had been and does not plan to place its Duropean policy
on a subordinate level of interest and attention. Thé Dutch and the Germans,
at least, put this interpretation on Covdon Walker's statement. The CGerman
Foreign Cffice believes the uL]B sh wade it quite clear that the UK considers
itself a Luropean country and would follow the general policies of the Con-
servative government in this resocect. The British Foreign Office delegation
at the meetings thougnht that GorGOﬁ Walker was successful in wetting across
this message, and these civil servants were nleased with his performance. On
the other hand, Belgium's Forc.:.{;n 1.13'\.:._,{:(.1'- Spaak, did not understand this to
be the British purpose, and was depressed by what he considered to be "un-
realistic" and "absurd" conditions (such as the involvement of EFTA and East
European states) for Buropean political unity and for Britain's future parti-
c¢ipation in unily moves.

Prance

The Labor government holds out little hope of attaining 1moroved relations
with France as long as de Gaulle is in control, but Willson told the House of
Conmons on November 25 that his govermment hones to achieve better relations
with the French through personal contact, and that Gordon-lalker might have
talks with French leaders in Paris when he attends the December NATO Mini- -
sterial meetings. As far as wekiow, however, Wilson himsell does not have
plans for personal meetings with de Caulle in the near future. His strong
opposition to de Gaulle's pretensions to hegemony in Western Burove, his dis-
like of the French force de fraovne or any independent European nuclear deter-
rent, and his firm support of a US presence in Europe make it highly unlikely
that Wilson would press for a meeting with de Gaulle in the face of such
limited prospects for bilateral agreement.

Moreover, two early moves of the Labor Government, related to Britain's
adverse balance of payments difficulties, were hardly calculated to improve
the atmosvhere surrounding Anglo-French relations. The UK imposition of
import charges of 15 per cent and the British Government's decision to review,
if not to cancel, its participaticn in the joint Anglo~French project to build
the Concorde supersonic passenger airliner, added to the coolness already
existing between London and Paris. There may have been at least a2 limited
basis for bettering relations with Paris through the joint technological and
scientific projects which were started on the basis of British-French cooper-
ation, such as the Concorde, the Channel tunnel, and rocket development, but
the Wilson government'ts atltitude toward the Concorde may have seriously in-
hibited this possibility. The British have not yet taken a final decision to
cancel the Concorde project, possibly because of concern at French reactions,
but its fulure still remains much in doubt.

In the final analysis, it becomes apvarent that the Wilson government's
relations with Washinglton will be the primary factor in determining the extent
and depth of cooperation between London and Paris. Wilson's early and apparently
urgent efforts to cement his government's ties with the United States will,

herefore, not help him {o improve the atmosohere in British-French relations
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but will be a clear sign to de Gaulle that Wilson has chosen an "Atlantic®
rather than a "European® course in his basic foreign policy. Since this is
wholly incompatible with the French President's grand design, relations
between the UK and France could thus hardly be expected to become cordial in
any case.

Germanv and Berlin

Despite a degree of distrust and suspicion existing on both sides, the
new Labor government and the Germans have made efforts to get off to a good
start. There have been a number of high-level meetings (Gordon Walker visited
Schroeder, and Deputy Defense Secrctary Mulley visited von Hassel). Plans are
also going ahead for the Queen®s visit to Germany in the first half of next
year. There is a report that the VWilson government will put Berlin on Her
Majesty's itinerary to emphasize its firm support of that city's status. In
the short life of the Wilson government so far, bilateral relations between
the UX and Germany have been relatively free of trouble.

But problems and reciprocal suspicions do remain. Despite the fact that
the Labor government has not publicly repeated the party's” pre-election advo-
cacy of disarmament and disenzagement schemes in Central Europe, enough doubt ~
on this point still exists in Bonn to have caused Foreign Minister Schroeder
to raise this matter in his talk on November 26 with Secretary Rusk. Schroeder
then said that he had clearly expressed to Gordon Walker the Federal Republic's
opposition to any "discriminatory™ disarmament and security measures. In this
regard, it is interesting that even a recent vague reference by Wilson in .
Commons to arms control in Central Burope set off a brief flurry of concern
in Germany. State Secretary Carstens of the German Foreign Office is under-
stood to have made oral representations to the British in Bonn, which reflected
German sensitivity to the Labor government's attitude. PRumors in the British
press at the end of November to the effect that the British Army of the Rhine
would be cut back as an economy measure were also disturbing to German opinion,
although Healey promptly denied any such intention and, instead, promised a
build-up to full strength. The German Foreign Office has indicated that it
accepts Healey's assurances.

The BAOR issue is an old one in British-German relations because Bonn views
the UK commitment to keep a fully manned and modernized BAOR in West Germany
as a symbol of British "firmness" on a broad range of East-West confrontation
questions, including German reunification. Britain, however, does have a
strained defense budget, as well as recruitment oroblems, and is frequently
forced to consider cutting corners in some part of its defense establishment.
The current struggle in London between the Treasury and the military, as well
as those among the services, also involves the BAOR since some groups would
favqr gutting it back in favor of a force buildup east of Suez or some other
project.
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(For further details on other aspects of Anglo-Cerman relations, see
ualow, under Defense Policy.)

The Middle East

asic policies in the Middle
Last as did its predecessor. It supports a British military presence east

of Suez and the maintenance of the base at Aden; it opposes, privately, any
real tie-up between the UAR and Iraq; and it is backing the development of the
South Arabian Federation (with some private doubts as to whetherit can be
turned into a genuine state).

The Labor government is pursuing the same b
t

S 2]

Nevertheless, the Wilson CGovernment's approach to HMiddle East problems
contains some important differences, based on an apparent feeling that there
was a need to move Britain's relaticns with the Arab world off dead center.

In contrast to the policy of the former Tory administration, the Wilson Govern-
nent approves of the maintenance of a dialogue between the US and Nasser,
assisted by the continuance of US economic aid to the UAR. Moreover, it

would like to improve relations with lNasser. The first tentative steps in

this direction had actually been taken by the previous Conservative govern-
ment, which instructed the current UK Ambassador in Cairo, when he presented
his credentials in September, to sound out Nasser on improving relations.

There was apparently little in the way of a positive response to this approach.”
Following the British elections, the UAR Foreign Cffice, on the working level,
asked the British in Cairo if the new Labor government had the same interest.
The Labor govermment responded affirmatively and has been following up this
approach.

Nasser, it has been reported, was pleased at the election of a Labor
governmnent in the UK., He felt that "socialists" should be able to understand

. each other, and he was favorably disposed to dealing with the Wilson admini-

stration. The first formal move on the British side was to suggest a visit
to Cairo by a Cabinet Minister. DNasser was responsive to this suggestion,
although no details have yet been worked out. In addition, Gordon Walker told
a press conference in London that the government locked forward to "better

relations with the Arab states and Arab nationalism.®

The Wilson Government is now in the process of probing the UAR position
in talks with the UAR Ambassador in London. The British position is forth-
coming,  but London insists upon certain concessions from the UAR side, among
them the cessation of hostile acts against the South Arzbian Federation and
the reduction of the anti-UK content of UAR radio propaganda. The British
consider that, so far, Nasser's position has been reasonable, but that on
several issues, particularly Yemen and the South Arabian Federation, his reason-
ableness is more apparent than real. Meanwhile, the British Ambassador in
Cairo was directed at the end of November to ask the UAR government to assist
in bringing to a halt a recent series of bombing attacks in Aden. A Labor
government official announced in Commons that there is “every reason to suppose
the attacks were carried out by the Cairo-backed National Liberation Front."

—SECRERAV0 FOREIGN DISSEM



—

SPCRETAI0 FOREIGN DISSEM
\_/ Ll \/

As for the Yemeni Arab Republic, the UK Government has now indicated
its willingness in principle to recognize a compromise government which
might emerge from the much-postponed Pan-Yemen conference, but the British
have laid down a number of pre-conditions. In accordance with preliminary
thinking in the UK Foreign Office, the essential conditions are: 1) substantial
reduction in UAR forces in Yemen and a firm prospect that they will be cut
down to a low level; 2) a declaration from the new Yemen Covernment asserting
its respect for international agreements and calling upon Yemenis in adjacent
territories to respect law and order; 3) the cessation of subversive and
propaganda activities in the South Arabian Federation (the point would also
be made directly to the UAR); and 4) progress on the demilitarization,
demarcation, and observation proposals which the former Conservative govern-
ment put forward at the UN last April.

Meanwhile, Wilson's approach to Arab nationalism has become a matter
of concern in Iran and Israel. The Iranian Ambassador in London was instructed
to sound out the Labor government on its attitudes toward Nasser and Arab
nationalism. There have been expressions of fear on the part of top-level
Iranian officials that, in its anxiety to achieve better relations with the
Arabs, the Labor government may adopt positions contrary to Iran's interests
and place less importance than the Conservatives did upon British responsi-
bilities and policies in Iran and the Persian Gulf area.

In Israel, despite repeated public and private assurdnces by the
British that an improvement in Anglo-Arab relations would not come at the
expense of Israel, top leaders have been a little anxious about the Labor
government's disposition to improve relations with the Arabs. In anticipation
of Labor's election victory, Israeli leaders have been assiduously cultivating
the party's leaders for some time -— Wilson, Gordon Walker, Minister of
Technology Cousins, Colonial Secretary Greenwood, Housing Minister Crossman,
Defense Sccretary Healey, and Leader of the House Bowden have all visited
Israel in the past two years or so. '

In other countries in the Middle East, there is not much disposition
to expect important changes in British policy under Wilson, and the new
government has in fact taken no initiatives. The anmnounced intention of
Wilson to come to terms with Arab nationalism did, however, strike a
responsive chord in Iraq, where the Foreign Minister privately indicated
that he was hopeful that the UK, under Labor, would prove to be more
reasonable and '"less grasping' than it had been under Tory leadership.

India and Pakistan

There was little expectation in India and Pakistan that British policy
would change very much under Labor's leadership. Indian leaders have a
lingering hope that on matters at issue between India and Pakistan, the
Wilson government will show greater understanding for the Indian point of
view than the Conservatives did. By the same token, there have been X
indications that Pakistani leaders harbor faint suspicions of the Labor
government's attitude. India may anticipate that Labor's stand on colonial
questions will produce less friction between London and New Delhi than has
often been the case in the past and will lead to somewhat better bilateral
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ties, At the same time, Indian leaders are concerned lest the Wilson govern-—
ment's interest in improving relations with Communist China result in a drive
to increase trade and diplomatic contacts, which, in the end, might produce

a sofiter Britisn policy toward Peiping,

't is the expectation of basic continuity rather than the hope or
concern for changes in British policy that has been vindicated in the first
seven weeks of the Wilson administration. There have been no new initiatives
in this area since the change of government in the UK. The Wilson government
has shown its awareness of the need for good relations with both India and
Pakistan, and it is trying to perform the same balancing act that the
Conservatives employed ~- not always successfully. During Defense Minister
Chavan's recent visit to London, the Wilson team showed great concern about
the possible effects on Pakistan of British naval aid to India and were aware
of the need to make matching offers of assistance to Karachi. Moreover,
after extending an invitation to Prime Minister Shastri to visit London,
principally to establish early links between the Labor government and the
largest member of the Commonwealth, the government decided to balance the
Shastri-visit by inviting Pakistan's Foreign Minister Bhutto to visit the
UK en rvoute to the General Assembly meetings in New York.

In its talks with Chavan on naval aid to India, the Labor government
was hardly more forthcoming than the Conservatives would have been and
certainly did not try to match the Soviet offer or to meet full Indian
expectations. The Soviet Union apparently made more generous offers of
assistance in a number of categories —- including submarines and destroyers —-
when Shastri visited Moscow recently, but the British were adamant that they
would refuse all naval aid to India if New Delhi accepted any help in this
' field from the USSR. In London, Chavan was able to arrange for the Indian
Navy to make more frequent use of British submarines in anti-submarine warfare
exercises, and he concluded an agreement committing the UK to assist in the
construction of three modern frigates over the next four years -- an agrecment
“valued at a little more than $13 million. The British were not willing,
however, to supply several modern destroyers that Chavan requested. However,
in the end they may agree to provide one Daring-class destroyer, one older
vessel of .the Weapons class, and a loan to enable India to acquire a British
submarine.

Scoutheast Asia

The Labor govermment has neither undertaken nor plans any changes in
British policy in Southeast Asia. Gordon Walker publicly anmounced on
October 23 that the Wilson government will support Malaysia "in its struggle
to maintain its independence." The government has already completed a review
of its predecessor's policies in the Indonesia-Malaysia situation and has
accepted it in all important particulars. If anything, the Labor government
has been at pains to demonstrate that, while it stands ready to negotiate,
it takes a tougher attitude than did the Conservatives toward Sukarno's
policy of confrontation. With this in mind, the UK ordered a temporary
diversion of NATO-assigned planes to Malaysia and staged a coastal exercise
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in the area. Sukarno has responded with further nationalizations of British
property in Indonesia.

Cordon Walker made it clear during.his recent visit to Washington that the
Labor government understands US problems and responsibilities in Southeast Asia
and would not do anything to complicate the US task. The British would, however,
appreciate being informed as soon as possible in the event of further incidents,
such as the bombing of a Cambedian border village. As for South Vietnam, the
new UK Government, like the old, supports present US policies, though it would
undoubtedly be greatly worried by signs that the war there might escalate more
widely in Asia. It has asked to be informed of any new US actions in the area.

Reactions to date from top leaders in Kuala Lumpur, Singapore, and Bangkok
indicate that there is no disposition in those areas to expect any basic change
in British policy. The prompt delivery of a message from Gordon Walker to the
Secretary General of SEATO five days after the British elections has helped to
reinforce the impression that the Wilson government intends to do its part to
maintain Free World positions in Southeast Asia. In this message, the Foreign
Secretary declared that his government was deeply aware of its commitments as a
SEATO member, would continue its policy of full support for the aims and activities
of the Organigzation, and looked forward to welcoming the SEATO Council in London~®
next May.

Rhodesia

In its first few days in office, the Wilson govermment issued a statement
declaring that a unilateral declaration of independence (UDI) by Rhodesia would
be "an open act of defiance and rebellion,” and that it would be "treasonable to
take steps to give effect to it." The goverrnment warned Rhodesia that HMG would
be "bound to sever relations with those responsible for such a declaration." It
also stated that the economic effects would be "disastrous" to Rhodesia, that all
financial and trade relations with Britain would be "jeopardized," and that any
further aid or access to the London market would be Yout of the question.®

The public release of this toughly-worded warning was a new departure in
British policy toward Rhodesia; it was intended to shock the Smith government and
to draw it away from UDI if possible, or, at the very least, to encourage some
Rhodesians to resist Smith's plans. London's strong statement was intentionally
woolly on details, particularly with respect to economic sanctions, because, as
Gordon - Walker put- it in talks with officials in Washington in late Octcber, the
British realize that the Rhodesians can get help from South Africaj moreover, the
British do not want to halt the export of Rhodesian tobacco to the UK.

Gordon Walker also indicated that the imposition of economic sanctions against
Rhodesia, in view of the precedent this would furnish for a similar policy, at
some point, toward South Africa, would create problems for the Wilson government.

Behind the scenes, the Labor government is trying to work toward a settlement
and, toward this end, has twice invited Smith to London for talks (Smith has
thus far refused). Labor's minimum conditions remain the same, however; like the
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Conservatives, the Labor administration is insisting on some form of majority
rule as a minimum cendition for independence for Rhodesia, but it recognizes

that it has only a limited capability to influence developments. It has informed
the Rhodesian Government that it stands on the prineiples of eventual African
majority rule in Rhodesia, but proposes no time limit for the realization of

this objective.

~ London is still hopeful that the Rhodesians will get off their UDI tangent,
but it is not optimistic., In the meantime, we have seen no indication that the
Wilson government is taking steps actually to prepare the punitive economic and
other measures which it threatened, in its public warning, to impose.

Whatever action the Wilson government takes -- or is forced to take -- in
this situvation, it will try to accommodate African opinion to the fullest extent
ccnsistent with fundamental British interests. Leaders in the newly independent
African states, more than leaders in any other area of the world, seem to have
rather high hopes that the Labor government will make it easier for them to
achieve their objsctives., They are counting cn the Labor Party's traditicnal
stand on colonial matters to make the.new UK Govermment more sympathetic than was
the former British administration to African aspirations and positions. In Uganda,
for example, the top leadership reacted with undisguised delight to Labor's
victory in the elections, and President Kaunda of Zambia was quoted as saying
that it was "high time for a change® in the UK. In a communique issued the night
after the British elections, several African heads of state -~ Nyerere of
Tanzania, Kenyatta of Kenya, Obote of Uganda, and Kaunda of Zambia -- appealed
to the Labor government to honor the pledges on Southern Rhodesia given to the
Cormonwealth Prime Ministers Conference last September, in which speedy
independence for that territory was called for by the same procedures and under
the same conditions as had applied to all other dependent British territories.

South Africa

Although Wilson continues to oppose a general boycott on trade with South
Africa, he has honored his pre-election pledge to embargo arms exports to South
Africa., This policy was implemented within 24 hours of Wilson's taking office,
although it did not become effective until November 17. The main features of
Wilson's embargo policy are that: 1) no new contracts for military supplies and
equipment will be made; 2) no new export licenses will be issued; 3) outstanding
contracts, whether public or private, will be permitted to stand, with the
exception of sporting weapons and ammunition, such as shotguns and rifles,
shipments of which were ceased immediately irrespective of existing contracts.

The decision to honor existing contracts was taken in part with a view to
minimizing the sharpness of the South African reaction and in the hope that the
UK naval base at Simonstown could thereby be preserved. The most important
contract that was affected by this decision was the one for 16 Buccaneer naval
strike aircraft already on order by South Africa; it was decided that the deal

—SECRET/NO FOREIGN DISSEM



—

\ ASRA0 FORZIGN DISSEM

- 12 -

should be carried out. In answer to Tory criticism in Commons that the embargo
Jeopardized UK be»urxty, Wilson declared that if continuation of the Simonstown
baze agreement were subject to the whims of the South African Government, he
questioned its value in any eventuality.

United Nations

Wilson's appointment of Lord Caradon, formerly Sir Hugh Foot, as Minister
of State for Foreign Affairs and Permanent Representative at the UN is, in a
way, symbolic of the Labor government's attitude toward the world organization.
The Labor Party has, historically, tended to take an idealistic view of the UN
and to emphasize the need to broaden its scope and to strengthen its authority
as a mechanism for keeping the peace. Caradon's dedication to the cause of
international organization is unexceptionable -- he sees in the UN, if the nations
of the world would permit it to grow and prosper, the best hope of preventing
2 war which could engulf all mankind. Since assuming oifice, Caradon has
stressed, in private talks with US officials, that his policy framework in
New York is provided by the Wilson government's clear desire to strengthen
Britain's general UN role -- a departure, in principle, from the position of the
previous government (though it remalns to be seen how much this difference will
amount to in actual practice). i

Caradon has also .indicated that the UK would show an active interest in
UN peacekeeping, perhaps going so far-as to earmark British units for UN use.
(Units of the BAOR have been mentioned in this connection, to Bonn's.concern.)
Indeed, the Wilson government has already demonstrated its support of UN
peacekeeping activitie$s and its willingness to contribute to them.. When UN
Secretary General U Thant approached the previous Conservative government,
shortly before the British elections, for assistance in airlifting Swedish
troops serving with UN Forces in Cyprus, the British Government agreed to assist
only on a reimbursable basis. In a similar situation in November, the Labor '
government agreed to airlift a Danish contingent free of charge. In view of the
UK's financial difficulties and of the government's current problems in dealing
with them, this reversal of policy can be regarded as important evidence of the
Wilson administration's support of UN peacekeeping operations.

The new government is also thinking in terms of expanding the UN's role
in dependent territories. The UK intends to examine the possibility of ecreating
a UN presence in such areas, e.g., Fiji or the West Indies, where the UN itself
could participate in the process of evolution from colonlal to independent
status.

These early examples of the Labor govermment's UN policy and planning tend
to confirm Wilscn's statement at the Lord Mayor's Guildhall banguet on
November 16 that his government would work "to create a more effective means
by which the United Nations can step in to keep the peace, and to prevent small
clashes from escalating into big ones.®
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Defense Policy

In no field were new policy initiatives more loudly and more frequently
promised by Labor when it was in opposition or campaigning for office than in
defense. Party spokesmen had repeatedly proclaimed that once in office a Labor
government would give up Britain's nuclear deterrent and seek re-negotiation of
‘the Nassau agreement under which the UK was to acguire Polaris missiles from the
US for use on British nuclear submarines. Labor's leaders had also repeatedly
expressed strong opposition to the ecreation of a mixed-manned fleet of Polaris-
armed surface vessels (the ML) and had indicated that they intended to bargain
for an ambitious alternative solution to the nuclear problems of the Alliance
that the MLF was designed to solve -- a2 solution that aimed at no less than a
reorganization of NATO itself. On all these issues, however, Labor's positions
were expressed in such general terms and were so hedged about with qualifications
and loopholes as to give the new government considerable leeway in evolving a.
specific progranm.

ince taking office, the Wilson administration has been extremely active
on the defense front, both internally and in conducting soundings with the US
and other allied governments. This memorandum is not an appropriate place to
review the details of the highly active operations and negotiations that are

tn

proceeding on the MLF-interallicd muelear force fromt, if only because the f
situation is so fluid. Nevertheless, it i® possible to cutline some of the basic
motivations that seem to be influencing the formulation of the British approach.

First, the UK apparently wants to divest itself of an "independent"
nuclear deterrent over which it, as a nation, has ultvimate control. Yet, second,
it wishes to accomplish this in such a way that London's strong voice in Allied
military couneils will not be weakened and its "special relationship" with
Washington on these matters will, in some form, be preserved. Third, within the
framework of new Allied nuclear arrangements, Britain would like the German and,
probably, Italian positions to be formally equal to that of the UK (with the
possibility of subsequent French involvement on the same basis). However,
fourth, the US veto power over the use of all nuclear weapons should become as
explicit and as long-lasting as possible (or perpetual), in order both to preventthe
eventual transformation of the Allied nuclear force into an all-European force and to
mininize disturbance in relations with the USSR, Fifth, new Allied arrangements
should be accompanied by some type of cammitment on non-proliferation by the
participating Allied powers, possibly including some specific arms-control
approach to the USSR. Sixth, the new program should permit substantial work in
research, development, and production for British laboratories and industry to
keep the UK abreast of the latest scientific and technological advances.
Finally, seventh, the resulting plan should not expose the labor government to
attacks either from its quasi-pacifist, anti-German wing on the left or from
those Tories on the right who are vigorously campaigning for Britain's continued
nuclear "independence."
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Underlying this reasoning there is also the ever-present need to bring
financial limitations to bear on the determination of military force
structure, a consideration given added weight by Britaln's current financial
difficulties. Labor has long emphasized the burden of maintaining a military
presence and capability from Suez to Singapore, a peacekeeping function that
it considers to be essentially a contribution to the Atlantic Alliance which
should be weighed against the UK's military contributions in other areas.

A basic policy assumption of the Labor government appears to be that, while
the situation in Europe will become increasingly stable, there will be
continued, if not increasing, tension in the "third world," i.e., Africa,
the Middle East, and the Far East. The Uil's position on the nuclear force
proposals will be heavily influenced by this basic policy assumption, by
general financial limitationms, and by the importance which the Labor govern—
ment attaches to peacekeeping capabilitiesz ia this "third world."

Finally, there is apparently a desire on the part of the Labor
covernment to link the establishment of an inter-allied nuclear force with
attempts to make progress on new disarmament proposals. Proposals of this
kind would constitute a gesture toward the Labor party's left wing and
would satisfy the dictum expressed by Wilson in the recent House of. Commons
defense debate: "A defense policy which does not contain within itself the
seads of progress toward disarmament is one which, in the present state of
the world, we can no longer regard as appropriate.” %
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Close Vote Will Handicap New Administration. The extraordlnary narrowness of

the Labor majority will impose severe constraints upon the new Wilson government.
It will be forced to operate with great caution and will have to avoid bringing up
issues that may not command the support of its entire parliamentary delegaiion. It
will concentrate on holding the line and preventing the recurrence of the deep (if
.now papered-over) splits that have plagued the Labor Party in the past, while
waiting for an opportune moment to call for a new election.

Situation Reminiscent of 1950 Labor Government. Labor's tiny majority calls

to mind the 1950 parliamentary situation, when Labor had an overall margin of only
six seats. Although that government, headed by Clement Attlee, proved that it was
technically . able ' to retain control of parliamentary affairs and did actually
survive for some 18 months, it was so hamstrung by the narrowness of its majority
that it . .s hardly able to do much more than enact routine legislation. MP's and
cabinet ministers had to be in the House of Commons at all hours, and even the halt
and the sick had to be dragged to Westminster for every important vote.

New Election Likely Within Year or Two. The closeness and inconclusiveness

of the vote in Thursday's election shows that neither party nor party leader was

able to inspire the kind of confidence that would have resulted in a decisive
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majority. Thus, the task of both parties now will be to find the issues and
the leaders which will attract a larger number of supporters in the next
election. Both parties will be precccupied less with major policy initiatives
than with preparations to go before the voters again, probably within a year

or, at most, two.
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Subject: The Foreign Policy of a British Labor Governmﬁnt

The voters of Britain will elect 2 new government on October 15. Labor,
_lon« favored to win by the public opinion polls, has seen its lead cut in some,
disappear in others, in the last few weeks., The unusual discrepancies and
fluetuztions in recent polls seem to indicate that the victor cduld uell be
either Labor o» Tory. A new Conservative administration would not necessarily
follow exactly the same policies as the previous government, but it would be a
known guantity to VWashington, and one from which no foreign policy surprises
wonld likely be forthcoming. A Labor government, on the other hand, might well
end up pursuing many of the same policies as its predecessor, but it would be a
lsvge]J unknovn quantity to many US officials., 1In these circumstances, it appears
to be only prudent to analyze the foreign and defense policies that we believe
a Labor government would be likely to follow if it won the election,

lio Basic Chanze in British Policy., We do not expect a Labor government to

make basic chanzes in Britain's foreign policy. Ue believe that the foreign
policies of a Vilsoh govermment, like those of the last Labor administration
(1945-51), will be moré British than Labor. HNational interest will be far more
important than party interésts, and considerations of practicability will be
far more important than devotion to party dogma. Labor ministers will be just
as anxious zs were their Tory counterparts to enhznce Britain's position in
the world.
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Continuation of Close Ties with US. The prime concern of a Labor government

will be the maintenance of the closest possible relations, including the "spgcial“
relationship, with the 7S. Britain under Labor will continue to disagree with
us on such matters as trade with Cuba, long-term credits to the Soviet Bloe, and
Cormunist China's admission to the UN., Labor will also differ with us on some
natters of timing and emphasis, It may make some chanzes in defense policy.

But it will stand with us on all vital issues in the East-VWest confrontation.
Mindful of the effects of their actions on Britain's relations with us,
ILabor ministers will be willing to consider making adjustments in their policies
for the sake of preserving a harmonious relationship. At the same time, a Labor

government will want close consultation in advance on all possible issués.
Iabor will be sensitive to our comparing their govefnment to the departed Tory
tean, Tt will be inexperienced; it will need time to shake downj and it will
have to be brought up to date on a whole range of background informetion on and
pfocedures for the handling of major issues of policy that for years have been

urder joint US-UK discussion,

Desire to Broaden Relations with USSR. Although Labor in opposition has
occasionally seemed needlessly tolerant of the USSR, Labor's lezders have few{
if any, illusions about the incompatibility of Soviet aims and British national
interests, Yet, a Labor government will see the UK's mission as one of reducing
tensions and broadening the area of potential agreement between the US and the
Soviet Union. UWilson may well plump for annual summit meetings. Labor, like
the Tories, will look upon expanded trade with the Soviet Bloc as one of the
most hopeful tools for extending the area of agreement between the Communist and

non-Communist worlds.
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Another area in which a Labor government can be expected to seek agreement
is arms reduction and, eventually, some form of East-West disengagement in
Central Europe. However, Labor's defense spoizesman has, for the time being,
ruled out moves toward such disengagement, on the ground that these would be
dangerous unless accompanied by a solution of the CGerman problem -- a solution
thzt is not, in his view, in the cards at present because it implies some form

of remnification.

Firmness on Berling Possible Flexibility Toward Fast Germanv, A Labor

-
governnent would stand firm with us on Berlin, 'Wilson has indicated, however,
that in order to get 2 Berlin settlement the Vest should be prepared to show

"flexibility® -- in willingness to accept Germany's eastern frontiers and “some
nezsure of recognition" of East Germany, "iithout prejudice to the ultimate
reunification of Cermany on a basis of free elections."

Coolness Toward Wurovean Integration. We estimate that a Labor government

vill not take the initiative in seeking a resumption of negotiations with the
EEC., Labor fears that a Britain which entered the EEC would get cut off from
the US and the Commonwealth. Labor would first want to exhaust the possibilities
of developing clozer ties with the US and Commonwealth countries, In the mean-
tine, a Labor administration would presumably try to crezte close relations with
the EEC.

Little Change in Middle Fast or Southeast Asia. Despite Labor's deeply

anti-colonial tradition, its leaders have stressed their belief in a strong
British presence east of Suez. The Labor Party has fully supported the present
UK policy in llalaysia, and a Labor government would not significantly change

that course.
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Desire for Peipinz in "I, The Labor Party has long urged the admission of

Communist Chinz to the UN, and a2 Labor administration might eventually press
somewhat harder for Peiping's admission than has the present UK Government.
Believing that the continued isolation of Communist China is dangerous, Iabor

would prcbably seek closer relations with that regime.

Possibilitv of Joinins }LF. Lobor spokesman have maintained that a Labor
government would give up Britain's nuclea? deterrent and seek re-negotiation of
the Nassau agreement. They have slso expressed strong oppoéition to the MLF,
levertheless, we believe thet there is a reasonable chance that Labor, once
in pover, might well decide to retain the British deterrent on the ground'that.
the UK's prestige and nationazl interest required it; continue with the Polaris
program becausz it had become uneccnomical te stop production of the nuclear
submarines; and come around to joining the IMLF because of its,fear that not
doing so would allow West Germany to usurp Britain's role of favored partn;r of

the US. X
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I. THE PARTY AND THE MEN

The foreign and defense policies of a Labor government will be decided
partly by the nature of the party, partly by the character and personality of the
men wvho formulate and administer these policies, and partly by the specific
circumstances of the international scene at a given time.

A. Nature of the Party

The British Labor Party is a democratic non-Marxist socialist party that
aims to bring about a more egalitarian society by evolutionary, constitutional,
and practical means. It rejects the Communist goals of violent revolution, total
state ognership, and the dictatorship of the proletariat. It is a party whose
character and policies have been shaped by experience as well as by dogma.

Labor gets its mass support from the trade unions, most of whose leaders
are basically conservative. Moreover, Labor has had to move to the right because
significant numbers of working-class voters have in recent years come to look Tor
upon themselves as members of the middle rather than of the working class and vote? 2
Consequently Labor seeks to woo back to the fold those former supporters who have
begun to vote Tory, but, even then, Labor leaders realize that getting
the votes of the trade unionists would still not be enough. Labor must win also
the votes of the new technician class, the professionals, and the uncommitted
voters. This consideration has heavily .influenced its appeals during the long
election campaign and will help deternine the nature of its policies if it should
win office.

The fact that the Labor Party relies on organized labor for its mass support
means that the party's leaders and the major trade unions’' leaders must reach
a general understanding about major policies. Historically, they have worked in
tandem, but after Labor's third straight defeat in the 1959 general election, the
consensus broke down. Fundamentalist and left-wing elements in both the party and
the trade union movement tried to commit the party to extreme positions in
domestic and defense policies. The result was a deep crack in party unity. Hugh
Gaitskell had managed to paper it over before his death early in 1963, and
Harold Wilson, who succeeded him as Party Leader, has kept it papered over by his
adroit handling of the party's divergent elements and by his appeal to them to
stay united to win the general election. The basic divisions within the party
remain, however, and Wilson will have to adopt policies that can create a vital
consensus of party and union leaders -- a consideration which should exert a
moderating influence on the party's policies.

Some 50 or more of the roughly 260 Labor MP's in the Parliament just
dissolved could be described as left-wing, and about a dozen are considered
extreme leftists. The extremists are noisy and a nuisance, but they have little
influence in the party and would probably have even less in a Wilson-led
governnent. Wilson doesn't need them. 1/ on the other hand, he does

1. He might need them if his government's majority were so small that he had
to have every vote to stay in power.
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need the support of the center and the right wing. The left-wing militants will
get nothing from him because they can give him nothing.

When Labor was last in office (1945-51), its foreign policies were
determined more by pragmatism than by ideology, and national interests loomed
far larger than socialist dogma. It was a Labor government that stood firm with
the United States in Berlin in 1948-49 and that joined its puronezn and North
American allies in setting up NATO. In the main, Labor's course then was
pragmatic and British. We believe that those will again be the characteristics
of » new Labor govermment.

B. Character of Selected Labor Ministers

Wilson has been very close-mouthed about whom he will choose for his cabinet.
He has been keeping quiet partly because it is his nature, partly because his
silence helps "keep the boys in line," and partly because there are few posts and
men that seem made for each other. The shadow cabinet is woefully short of
experienced talent. Only Wilson and Patrick Gordon-Walker, the Shadow Foreign
Secretary, have ever held cabinet posts before.

Some members of Wilson's first cabinet may last only a year or so. In some
cases, Wilson may decide to do a good bit of looking over the shoulder of the
neminal ministry head. In any event, he will keep a tight rein on all depart-
ments during his first year. His administration, like any new team, will need time
to shake down.

" Wilson has often expressed admiration for the way in which the US administra-
tion draws upon talent outside government and has indicated that he too would
name as advisers or office holders experts from the universities, the "City," or
private groups. Ever since his election as Party Leader, he has had a number of
brain trusts working for him. One, composed of specialists from Oxford and
Cambridge, the "City," and Transport House, the party headquarters, specialized
in economic problems and reported to James Callaghan, the Shadow Chancellor of
the Exchequer. Another, which consisted mainly of university people and was
headed by Richard Crossman, who is expected to be Minister of Education and
Science, concentrated on science matters. A third, working at the London School

of Economics under Professor Richard Titmuss, prepared a revised scheme for
pensions.

As for the men who are likely to head the ministries with which the subject
matter of this paper is most concerned, Gordon-Walker seems a reasonably sure bet
for Foreign Affairs, Denis Healey a likely choice for Defense, Arthur Bottomley
a good possibility for Commonwealth Relations. Only one man is absolutely certain
of what post he will occupy in a Labor government.

1. Wilson as Prime Minister. Since Wilson succeeded Gaitskell as Party
Leader in February 1963, the epithet-makers have had a field day: "the cat
that walks by himself," they have called him, "the supreme compromise," "a

splendid lurcher," and so on. Such labels accurately, if flamboyantly,
reflect Wilson's past performance.
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Wilson was for years a hero of the local Labor parties, whose members tend
to be the most idealistic and militant of any in Labor's far-flunz domain. He
was never personallyppular with members of the Parliamentary Labor Party, but
he was respected by its leaders and was elected or appointed to numerous

fmportant paxfy positions.,

Throughout the 1950"s Wilson shifted and temporized on a host of issues.
He followed Nye Bevan out of the Attlee government in 1951 in disapproval over
its rearmament policies, but when Bevan resigned from the shadow cabinet in 1954
because of foreign and defense policy differences, it was Wilson who took his
place. 1Imn 1955, Wilson supported Gaitskell for the Party Leadership. After the
1959 general election, however, when the fundamentalists and the unilateralists
went after Gaitskell's scalp in the bitter intra-party fight over nationalization
and defense policies, Wilson not only did nothing to help Gaitskell but gave aid
_and comfort to his enemies. In late 1960, he ran against Gaitskell for the Party
Leadership, the first such challenge in nearly 40 years, but was defeated. Never-
theless, when Gaitshell died in Janmary 1963, the center and right-wing members
of the Parlizmentary Labor Party eventually elected Wilson, whom they disliked
and distrusted, as Leader. They apparently believed that he, more than any
other Labor MP, had the qualities neccessary to lead the party -- and possibly
the country.

Wilson astounded one and all by his ability to hold the party together. He
disregarded the extreme leftists and conciliated the center and right-wing Laborites.
He succeeded in finding the highest common factor uniting the diverse elements
in the party and the trade union movement. (It cannot be denied that he got a
big assist from the unfying influence of an expected election victory.) Within
a fes;r months, Wilson was firmly and indisputably in control of his party, and
there he has remained. J

Wilson has tried hard to give the impression that he is business-like and
moderate, a man who understands the necessity of compromising between soclalist
and egalitarian instincts. He has shown only a minimal commitment to nationali-
zation, but he has consistently emphasized the importance of NATO. He has talked
some unions out of calling strikes, but he is much more trusted than Gaitskell
ever was by the powerful left-wing head of Britain's largest union, Frank Cousins.

An economics don at Oxford at 21,1’ a junior minister at 29, President of
the Board of Trade at 31, Wilson is today at 48 above all a pro. He has estab-
lished himself as a first-rate administrator and a brilliant debater. At the
same time, he has also gained a reputation among some observers for being a
scheming opportunlst and an egocentric. He might best be summed up as a consummate
politician.

1/ Nora Beloff has written that Wilson's university contemporaries remember him
"as an active member of the Oxford Liberal Club. There was no intimacy with
Communism during the feverish 1930's."
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2. Gordon~Walker as Foreign Secretary. Amidst all the speculation that
has taken place about whom Wilson will name to his cabinet, it has been reported
that Wilson has given Gordon-Walker a firm pledge to name him Foreign Secretary.
Now 57, once a history don at Oxford, Commonwealth Relations Secretary under
Attlee during 1950-51, Gordon-Walker has always been in the right wing of the
Labor Party. It is said that his own close friends consider him instinctively
a Conservative.

A dear friend of Hugh Gaitskell, Gordon-VWalker was urged to run against
Harold Wilson for the Party Leadership after Gaitskell died. He refused -- he
could not possibly have gotten the votes -- and he and Wilson have worked well
together, This 1s little short of remarkable when it is remembered that in
vrtually every party controversy since 1951 Gordon-Walker azmd Wilson fought on
opposite sides. The explanation seems to be that, despite their differences,
they respect each other's ability, and that Gordon-Walker has the qualities that
Wilson wants in a Foreign Secretary: soundness, trustworthiness, and reHability.

Gordon-Walker, a ruminative sort, has not been reticent about his views;
indeed, his willingness to talk has occasionally got him into trouble.
Gordon—”ﬂIP ¥ was opposed to Britain's entry into the Common Market --the only
issue on which he and Wilson were on the same side in party debates. He would,
however, favor Britain's retaining its existing ties with Europe. He has been
anti-MLF, but, like other Labor spokesmen, he has been careful to qualify his
opposition by leaving open the possibility that Labor might change its mind. He
1s pro~Commonwealth, pro~NATO, and pro-US. What is perhaps more important, he
has an old-fashioned patriotic determination to restore Britain's influence in
the world.

3. Healey as Defense Minister. Now 47, a member of the shadow cabinet
since 1959, Healey has at one time or another been Labor's spokesman on foreign
affairse, Comuonwealth and colonial affairs, and defense. A brilliant student at
Ralliol,r/ he is an intellectual first and a politician second. Healey has a
reputation for knowledgeability and expertise in international alfairs. Some of
his detractors contend, however, that he is guilty of impulsiveness and immaturity,
and that his thinking is streaked with neutralism, though the latter characteriza-
tion hardly seems objectively accurate. A loner on the opposition front bench,
Healey has allegedly been shaky in his tactical judgment in Westminster.

Healey is a founder-member of the Institute for Strategic Studies and was
Gaitskell's idea man on disarmament, disengagement, and defense. He is under-
stood to have been the father of the so-called Gaitskell plan for disengagement
in Central Europe (for further details, see below, under Disengagement).

Healey belongs to the right wing of the Labor Party. He was opposed to
Britain's entry into the EEC, and he has expressed opposition to the MLF although
he has privately conceded that the UK cannot stand aloof from the force if the
US and other allies actually agree to institute it (see below, under MLF) He 1is
generally friendly toward, though not uncritical of, the US.

1/ while an undergraduate, Healey joined the Communist Party in 1937, but he
resigned in 1939 after the conclusion of the Nazi-Soviet Pact, which left him
strongly anti-Communist,
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4, Bottomley as Commonwealth Relations Secretary. A long-time trade-~
unionist, Bottomley, 57 years old, is omne of the few Labor MP's who has had
front bench experience. 1In 1946 he became Parliamentary Under Secretary of
State for Dominions (now Commonwealth Relations). The following year, he
succeeded Wilson as Secretary of Trade in the Board of Trade when Wilson was
named President. Bottomley worked well with Wilson at the Board o Trade and
backed him in his successful bid for the Party Leadership in February 1963.

Bottomley has made numerous trips to Commonwealth countdes and colonies
as a government official, as a member of parliamentary delegations and trade
missions, and on his own initiative. Although he is wholeheartedly convinced
of the value of the Commonwealth association, he supported Britain's applica-
tion to join the EEC. He is anti-Communist and has always been identified with
the moderates in his party.

II. POLTCIES TOWARD KEY ARFAS

The foreign policies of Britain under a Labor government will be more
British than Labor. National Interests will outweigh-both party interests and
ideological prejudices. The responsibility of office will temper the irrespon-
sibility often expressed in opposition. Labor ministers will be just as aware
as thelr Tory predecessors that the UK still has interests and responsibilities
in every continent. And they will be just as anxlous as were the Conservatives
to enhance Britain's influence in the world.

We do nmot expect a Labor government to make basic changes in British foreign
policy. Labor's traditional concern fof?ﬁnder-privilcged will continue to
genevate emotional responses which will have some impact on its policies toward
colonial issues, aid to under—-developed countries, and UN activities. This may
ease preblems of coordination with the US in some of these fields. At the same
time Labor's conviction that every effort must be made to find solutions to
East-West disagrecments will encourage it to explore new approaches that may
well lead to differences on matters of timing and detail with some of its Western
allies. However, such tendencies will in all probability be kept subordinate to
Labor's determination to retain Britain's special relationship with the US, and

its recognition of the need to take account of Britain's position and interests
in the world. ‘ :
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A. United States

Maintenance of the closest possible relationship with the United
States will be the prime concern of a Labor government. During his visit
to Washington last February, Gordon Walker indicated to US officials that,
although Labor, like the Tories, would differ with us on some matters, it
would stand with us on all major issues.  This does not mean that a Labor
administration will go along with all US policies and initiatives, any
more than has the Conservative government. Labor will continue to dis-
agree with us on trade with Cuba, on long-term credits to the Soviet Bloc,
on Communist China'a admission to the UN, and probably on a number of
lesser issues.

Like their Tory predecessors, however, Labor ministers will be ever-
mindful of the effect of their actions on their relations with us. In
many -~ though not all -~ cases, they will be willing to consider making
adjustments in their policies. By the same token, they will want close
consultation on all possible issues. (In their early months in office
especially, they will be sensitive to our comparing their performances
with those of their Conservative predecessors.) A Labor government will
insist on Britain's right to be consulted in advance about US actions
that might affect not only the US but also its allies. Wilson has
several times decried the lack of consultation between the US and its
allies during the October 1962 Cuban crisis.

Labor spokesmen have contended that in a number of areas their
policies are closer to those of the US than Conservative policies have
been, Wilson has called attention to the similarity of Labor and US
views on such matters as the 1961 UN operation in the Congo and on an
embargo on arms shipments to South Africa.

B. Soviet Union and Satellites

The leadership of the Labor Party has few, if any illusions about
the aims of the USSR, Like most Buropean socialist parties, Labor is
well-acquainted with the tactics and the goals of Soviet policy, and its
leaders are wary of Communist motives, protestations, and cajolery.

Nevertheless, Labor in opposition has occasionally seemed guilty of
excessive forbearance with the USSR and of unjustified optimism on the
possibility of reaching accommodation with it. Labor's militant
leftists have sometimes professed to see little difference between the
US and the Soviet Union and have been inclined to give the Russians the
benefit of the doubt while denying it to us. Wilson was at one time the
darling of these extremists, but since becoming party leader he has
avoided their embraces, and they are unlikely to have much, if any,
influence in a Labor government. As for Labor's leaders, the imperatives
of the global situation and the responsibilities of office can be
expected to dispel most of the lingering illusions they might have about
the Soviets.
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Yet, a Labor government will continue to see Britain's mission as one
of reducing tensions and broadening the area of potential agreement between
the US and the Soviet Union. Thus, Labor ministers, while chary of Soviet
approaches, will be willing to talk and will probably favor -- in Wilson's
words -- ''resular and routine'" summit meetings. After Wilson returned
from a visit to Moscow last June, his second in a year, he said Soviet
leaders had warmly endorsed his proposal for an annual summit conference
of the UK, the USSRythe US, and France at the autumn meeting of the United
Nations. Peining's participation could be considered later, he said.

A Labor government will probably look upon the Sino-Soviet split as
offerinz the Yest additional opportunities to encourage the USSR to seek
agreements with Free World nations. Gordon-Walker has cautioned, however,
that Labor weuld want to avoid any suspicion that it was playing Communist
China off against the Soviet Union. Yet he has also concluded that "in
the conflict between Russia and China our sympathies must be with Russia.”

Labor would place great emphasis on expanding trade with Communist
nations. It sees Dast-West trade as one of the most hopeful tools for
extending the area of agreement between the Communist and non-Communist
worlds. :Wilson_subseribes to the notion that a well-fed, prosperous Com-
munist is less dangerous than a lean and hungry one, and a Labor govern-
ment can be expected -- like the present Tory administration -- to seek
increased trade with,and to guarantee generous credits to,the Soviet Union
and its European satellites. Gordon-%Yalker has also said that Labor would
try to improve relations with these countries, except East Germany.

Another area in which a Labor government could be expected to seek
agreement is arms reduction and disengagement. Both Wilson and Gordon-
Walker have expressed interest in the Gomulka plan for a nuclear freeze
in Central Europe, not as an end in itself but as a step toward a reduction
in nuclear weapons ona wicer geccraphical basis. (For further details,
see below under Germany and Berlin, under Disarmament, and under Disengage-
ment.)

C. Germanv and Berlin

The dominant consideration in Labor's thinking about Germany has been
the relationship of the German question to the possibility of achieving a
detente with the Soviet Union. Thus, the German policy of a Labor govern-
ment would be designed to take account of what party leaders regard as the
"realities" of the situation in Central Europe.

Labor's basic views on Berlin and Germany were set forth by the 1961
party conference and have been reflected in official party statements ever
since. In the most authoritative statement of this position, which Wilson
first made in Commons in 1962, he said any negotiations over Berlin had to
proceed from "two non-negotiable conditions':
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"first, freedom for the people of West Berlin to live under
a system of society of their own choosing, and, secondly,
guarantees of access going bevond mere paper agreements.
Associated with these must be the eonditions necessary to
ensure the economic viability of Berlin.

"These are the absolutes of a settlement. To get them
as part of a package deal which incorporates them we should
be prepared to show flexibility, especially, for example,
by showing willingness to accept Germany's eastern frontiers
with Poland and Czechoslovakia. We should also show flexi-
bility in the matter of some measure of recognition of the
East German administration as a purely factual arrangement
pending, and without prejudice to, the ultimate reunifica-
tion of Germany on a basis of free elections."

From time to time Labor Party leaders have elaborated on these pro-
posals, Wilson has indicated, for example, that the Western military
presence in Perlin must be preserved as the guarantee of any settlement
with the Soviets. Diplomatic recognition of East Germany has been ruled
out -~ Gordon-Valker has affirmed that a Labor government would "mever
approve it." . Wilson has made clear that even the conclusion of a pro-
posed non-aggression pact with the USSR would "in no way" provide
diplomatic recognition of the East German administration, and would
preclude the use of force either to interfere with West Berlin and the
Western right of access to Berlin or to change the existing frontiers
of Cermany.

With respect to what he meant by "some measure of recognition,"
Wilson has explained that he had in mind such things as trade relations
and cultural contacts, but if it were necessary to proffer "further
recognition in a political sense" in order to secure Labor's two "non-
negotiable" conditions, "I do not think we ought to be afraid of that.”
In this connection, it is perhaps significant that Labor's fraternal
party in West Cermany seems to be reasonably confident that a British
Labor government would not compromise Allied rights in Berlin and would
uphold non~recognition of Last Germany, but is reportedly apprehensive
about Labor's plans for disengagement in Central Europe.

Labor believes that a solution to the problems of Berlin and a
divided Germany can be found only within the broader framework of a
solution involving not only the two Germanies but also Poland, Czecho-
slovakia, and possibly Hungary. Consequently, Labor has long been
interested in various schemes for arms reduction and disengagement in
Central Furope (for further details, see below, under Disengagement).
In Healey's view, such a solution of the German problem implies some
form of German reunification, but he believes that reunification is not
on the political horizon at present.
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There is still anti-German sentiment in Labor -- as in Tory -- ranks,
and strong opposition to giving Vest Germany anything approaching parity
with other NATO members in the nuclear weapons field. Yet it has been
reported that Wilson has become convinced that the rigid Labor position
about Germany's role in NATO must develop along more adaptable lines. This
new adaptability is evident in Gordon-Walker's proposal that Germany ~- along
with Britain and France =- should have "a real share" with the US in shaping
nuclear policy and strategy, while leaving the ultimate decision in the hands
of the President (for further details, see below, under MLF). This would be
"the only way," he has written,by which Germany could be given "a full and
equal place in the alliance, without acquiring nuclear weapons of her own."
Wilson has said that Labor is "completely, utterly, and unequivocally opposed,
now and in all circumstances, to any suggestion that Germany, West Germany
or East Cermany, directly or indirectly, should have a finger on the nuclear
trigger." =

The Labor Party has in the past expressed the view that the Ugited
Nations should be associated with any settlement of the Berlin problem, and,
although the party has been silent on this point in recent months, it would
probably still favor a2 UN role. Wilson at one time mentioned the possibility
of establishing 2 specialized agency of the UN in Berlin, and a Labor govern-
ment micht well resurrect this notion.

D, France =

Like the Conservatives, a Labor government would also favor better
relations with France. .However, since it would not be willing to sacrifice
any significant British objectives te attain this improvement, few noticeable
results in the broad politicazl and economic fields could be expected as long
as France adheres to its present policies. -Thus, Labor would limit itself
to engaging in cooperation with France wherever feasible without granting
concessions to what appeared to be nmarrow French national interests. A
Labor government would mrobablv seek to continue Anglo-French cooperation
in such relatively non-controversial areas as joint aircraft development.
Moreover, although Labor strongly dislikes de Caulle's pretensions to
hezemony in Western Europe, ironically its own present policy of keeping
Britain aloof from the movement toward European integration will tend to
bring it close' to the French position on this question, at least in the
short run.

Gordon-Walker has on occasion indicated his approval of de Gaulle's
proposal for a NATO "directorate" of strategy. (Gordon-Walker's own views
on the reorganization of NATO are somewhat similar; for details, see below,
under MLF.) But Labor's strong opposition to the proliferation of nuclear
weapons makes the French force de frappe a major source of potential con-
flict between a Labor government and France. Pending his proposed
reorganization of NATO, Gordon Walker has written, France should be given
"no aid in her nuclear ambitions." French intransigence in NATO runs
directly counter to Labor's strong support of the alliance and has led Wilson
to blame the French for the ''great strain" to which NATO is now being sub-~
jected. Thus, as long as de Gaulle pursues his current course, there seems
little reason to expect dramatic improvements in Anglo-French relationms.
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Wilson indicated his approval of France's recognition of Communist
China earlier this year but questioned de Gaulle's motive in doing so at
that particular time. Wilson also expressed the view last March that de
Gaulle's proposal for the neutralization of Viet Nam was "visionary" and
not helpful. g

E. Europe and European Intesration

We estimate that Labor will remain unenthusiastic about the idea of
"Britain in Europe" and will not take the initiative in seeking a resumption
of negotiations with the EEC., '"Until there has been significant progress
toward the achievement of an Atlantic community,” Gordon-Walker wrote a few
months ago, it is extremely improbable that there will be any dramatic changes
in Britain's relations with the European Economic Community.

Up to the time of Labor's annual conference in October 1962, the party
had remained "on the fence" regarding the UK's admission to the EEC, but Hugh
Gaitskell, then the Party Leader, took it off the fence and into the anti-
EEC camp. Wilson had not been prominent in either camp, but he was no sup-
porter of British membership.

Labor's official policy remains that which was adopted by the party
conference in October 1962, i.e., Britain's entry into the EEC would be
acceptable only if there were adequate safeguards for Commonwealth interests,
the UK's EFTA partners, and domestic agriculture, and only if Britain retained
the right to pursue its own foreign policy and to plan its own economy. Since
the breakdown of the Brussels negotiations, ilson has more than once main-
tained that Iabor would be willing to enter into fresh negotiations with the
Six, "if, but only if," these five conditions were met.

Wilson has warned, however, that the''concessions" made by the UK before
the Brussels breakdown could not be considered "an acceptable starting point."
He has also stated that before Britain could enter into new negotiations it
would have to be assured that it would not have to spend another 18 months
“in the antechamber." Gordon-Walker has gone further: he has said that no
British government would reopen talks unless success were certain. Even when
allowances are made for the possibility that such remarks are bargaining talk,
it is evident that they do not sound like the statements of men anxious to
go into the Common Market. :

This attitude is, of course, not at all inconsistent with the estimate
that a Labor gorarament would presumably try to create close relations with
the EEC. According to Gordon-Walker, it would want to equate British tariffs
with those of the Common Market, would encourage cross—investment, would be
eager to undertake joint European projects, such as the development of
nuclear propulsion or communication satellites, and would be ready for the
mutual abolition of passports and reciprocal social security arrangements.

A Labor government, like the Tory administration, would support the position
that it would want to take part, from the beginning, in any discussions
leading to a political union in Europe. However, this seems less than
meaningful in view of Labor's general unwillingness to collaborate with the
European integration movement.
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Wilson said in the soring of 1963 that Labor was more interested in
Atlantic pvartnership than in a narrow European unity and that he would be quite
prepared to join a united Europe if it were part of the Atlantic Community and
not "an alliance within an alliance." Later he wrote that when he spoke of
"Atlantic partnership" he had in mind not merely what the term is usually under-
stood to mean but "indeed, a wider-than-Atlantic grouning covering the Common-
wealth and Latin America." Labor, he continued, felt that membership in the
EEC would have been "worthwhile as a stepping stone to this wider free world
unity.”

Gordon-Yalker and other Labor spokesmen have expressed the fear that a
Britain which entered the EEC would get cut off from the US and from the Com-
monwealth., It seems unlikely that a Labor government would consider an approach
to the EEC at least until it had exhausted the possibilities of developing
closer ties with the US and with Commonwealth countries.

In the public and parliamentary debates attendant upon Britain's efforts to
gain entry into the EEC, the Labor Party -- in Wilson's own words -- "re-
discovered" the virtues of the Commonwealth. Healey has written that the
Cormonwealth has "a unique potential value" for British policy because it
"bridges all the great gulfs which now divide humanity -- between committed and
unconmitted, between rich and poor, and between white and colored.”" He has
sugzested that a Labor government should not only develop a new pattern of intra-
Cormmonwealth trade but should also extend political consultation inside the
Commonwealth "so as to make it an essential part of the nervous system of a
new world order."

Wilson has given the impression that he really believes that, with avoro-
priate stimulation from the UK, the Cormonwealth can become a major center of
Free World influence, He has on several recent occasions proposed an elaborate
milti-sten program which the UK should undertake to achieve expansion in Common-
wealth trade (e.g., worldwide commodity agreements, guaranteed British markets
for Commonwealth orimary produce, a "Buy Commonwealth" plan, expanded world
liquidity). Some observers have attacked a number of his arguments as un-
realistic. &

It may well be, as Richard Crossman, a prominent Labor front-bencher, has
suggested, that a Labor government would pay lip service to the Commonwealth
for about a year before deciding to turn to closer ties with Western Europe
and the US. At any rate, it seems a near certainty that a prior attempt to
achieve closer Commonwealth unity is inevitable.

Labor can also be expected to revive efforts to "bridge the gapo" between
the EEC and EFTA. Gordon-Walker told a meeting of German and British
socialists in London last March that for the short term efforts should be made
to establish closer relations between the EEC and EFTA. He envisaged the next
round of negotiations as being between the EEC on the one hand and the UK,
EFTA, and the Commonwealth on the other.
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F. Middle East

The Labor Party has traditionally been deeply anti-colonial in its basic
thinking, but its lezders have gone out of their way to stress their belief in
the necessity of a strong UX presence east of Suez. Wilson has stressed, both
publicly and privately on several occasions, that the UK needed bases east of
Suez to permit it to make its contribution to the Commonwealth, to its alliances,
and to UN peace-keepinz activities. Gordon-Walker told US officials last
February that a Labor government would "at all costs" maintain British strength
and influence in the Aden to Singapore area. Earlier, when Gordon-Walker
visited Kuwait at the turn of the year, he was said to have left the impression

that a Labor government would not appreciably change British policy in the
¥iddle East.

Labor spokesmen have criticized the Conservative government's handling of
the Aden and Yemen issues during the past two years, but the party's responsible
leadershivo has been taking a more "realistic" view of these problems as it
aoproaches the responsibilities of office. This change in attitude has been
brought a2bout by a variety of influences and considerations: the lobbying
efforts of the British military, the British oil companies, and the Israseli
Embassy in London; Labor's doubts about Nasser's intentions and the staying
pover of the Yemeni Arab Republic; the necessity of appearing as patriotic as .
the Tories; and, most important, Labor's realization that the UK's natioral interest
requires the continuation of a strong British presence in the Middle East. The ‘

conbination of these factors has sometimes made Wilson sound more royalist than
the King.

Aden, Wilson told the Commons in mid-June, was needed "as an essential
center for peace-keeping operations over a wide area ... and as an essential
staging post in our cormunications with the East, particularly India and
Malaysia." He maintained -- in answer to taunts from extreme left-wingers in
his party -- that his stand had "nothing to do with oil imperialism." '"We
shall get our oil on a commercial basis or not at all," he said. By justify-
ing British retention of Aden on the ground that it was required to enable the
JX to carry out its pveace-keening responsibilities east of Suez, Wilson thus
sought to answer critics in his own party and also to distinguish Labor's
position from that which it attributes to the Tories.

While accepting the necessity of keeping the Aden base, Labor has scored
the Conservative government's handling of the political problems of the area.
In late 1962, Labor deplored what it considered the "shotgun wedding" of Aden
and the hinterland sheikdoms. Observing that Britain's ability to retain Aden
(or any similar base) depends on the willingness with which it is accepted by
the local populace, Labor spokesmen have argued that the achievement of that
goal will require: 1) the holding of elections to produce a more representative
covernrent; 2) the establishment of a looser constitutional relationship between
Aden and the sheikdoms; and 3) the postponement of independence for the South
Arabian Federation until the above conditions have been achieved.

Gordon-Walker told US officials last February that inasmuch as the British
could not keep the Aden -- and Singapore -- bases forever, he hoped that
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eventually some sort of lease arrangement might be worked out. He has written
also that Britain under a Labor government might try to make it possible to
give up its bases in Aden and Singapore by creating two or three small floating
bases in the Indian Ocean that would enable the UK to give military assistance
to its friends in the Persian Gulf and elsewhere.

G. Southeast Asia

In many of its essentials, Labor policy toward the problems of Southeast
Asia is indistinguishable from that of the Conservatives. Labor has fully
supported the government's policy in Malaysia, and Gordon-alker told Embassy
London officers last January that Labor would not change that policy once it
took office. A Labor government would remain strongly committed to the defense
of Malaysia, but it might well be more willing than the Tories to keep the UN
involved in consideration of the Indonesian threat. Gordon-Walker said last
February, however, that Britain, like the US, would not want to break relations
with Indonesia, and that he thought it desirable for the US to continue aid to
Indonesia.

Labor spokesmen have indicated a belief that neutralization was "the
best answer" to the problems of Vietnam, Laos, and Cambodia. They have also
indicated an awareness, however, that the neutralization of Vietnam was not
attainable at present, and therefore that a continued strong US presence was
necessary. After visiting South Vietnam last spring, Healey said that a Labor
government would "never joggle the American elbow." At the same time, Labor
spokesmen have made clear their opposition to an extension of the war to
North Vietnam.

H. Communist China

The Labor Party has lonz urged the admission of Communist China to the UN,
and a Labor government would probably press somewhat more actively for Peiping's
membershin than has the Tory administration. In a foreign affairs debate last
June, Gordon-Walker said that "everything possible" must be done to end China's
dangerous isolation and to render it "more accountable to Western opinion." The
time had come, he maintained, to "do all we can and use all our influence" to
get Communist China into the UN. Gordon-Walker told US officials last February,
however, that while a new Labor government might push harder for ChiCom member-
ship it would certainly not want to do so during an American election year but
would wait until a later time.

A Labor government would probably also seek closer relations between the
UK and Comminist China. Gordon-Walker has called for the establishment of full
diplomatic relations with China, and other Labor spokesmen have urged a stepping
up in cultural relations. Behind these views lies Labor's conviction that
Peiping's continued isolation is dangerous, that China is a formidable factor in
world affairs, and that peace cannot be secured unless that country plays its
full part. Labor also believes that Peiping must be a signatory to any nuclear

disarmament settlement and should therefore participate in disarmament negotiations.
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I. Southern Rhodesia

Labor's leaders have privately conceded that the Tory government has so far
done a fairly good job of handling the troublesome Southern Rhodesian problem.
Wilson told Commons last May that the Douglas-Home government's policies would
almost certainly "command support in all parts of the House."

The twin principles of majority rule and minority rights on which the present
governrient has insisted have been for the most part entirely satisfactory to the
Labor Party,., The minimum condition for independence acceptable to a Labor govern-
ment would be some form of majority rule for the Africans., Lzbor's firm insistence
on this point has led Southern Rhodesian white leaders to believe that a Labor
administration would be less. sympathetic to their interests thzn the Conservative
government has been.

e cannot say with any assurance what a Labor government would do.in the
event ¢f 2 unilateral declaration of independence by Southern Rhecdesia.
Gordon-'lalker has said privately that in the event of a unilateral declaration
it would be important for the UK to "go along with" the views of the major
Commonwealth countries, particularly Canada and Australia, and that the UK
response would depend on the nature of the Southern Rhodesian move. In any case,
he ruled out the possibility of Britain's using force to achieve a solution.

He indicated that the only power the UK had was its ability to refuse to recognize
the lezitimacy of Southern Rhodesian independence, thus adding to outside pressure
for more moderate policies in the new state.

To judge from Labor's past history and policies, a Labor government might
be more inclined than a Tory administration to support international sanctions
against Southern Rhodesia and to recognize a government-in-exile. HMuch would
depend on the circunstances of the unilateral declaration and the reaction of the
Commonwealth, especially its African members.

J. South &frica

Wilson has publicly promised that a Labor government would place an embargo

on 2ll arms exports to South Africa. Labor leaders have not said what they would
do if an arms embargo cost Britain the use of the Simonstown naval base, as .
Conservative spokesmen have claimed it would. On the other hand, Labor has been
opposed to the imposition of a boycott on 2ll trade with South Africa on the
ground that such .action would be little short of war and should be adopted only
in the most extrems conditions. Uilson sent a message to this effect to the
International Conference on Economic Sanctions Against South Africa, which met

in London in April, But a number of observers have pointed out that these same
words could be used later to justify .2 resort to sanctions.

¥hen Gordon-walker visited the Department a month earlier, he made the point
that the UK would be reluctant to invoke a trade boycott unless the boycott were
vorld-wide; he said it would be intolerable if non-participating countries should
profit from Britain's abstention from trade. Gordon-Walker thought that a Labor
government might, however, vote for some sort of UN resolution favoring a boycott.
A few weeks later Wilson told Department officials that Labor was strongly opposed
to a boycotlt under the then-current circumstances; if there were a situation
approaching open warfare, however, Labor would favor something like an oil embargo.
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K. British Guiana

Labor has expressed the party's disapproval of the Tory government's
decision of October 1553 to re uire British Guisana to undergo a further
general election under a new electoral system of proportional representation
before zttaining independence. (That election is now scieduled to be held
on December 7. 1964.) Various Laborites have objected to the imposition of
PR on the grounds that it is un-British, un-workable, and a transparent device
to oust Jagan. Although Labor does not consider Jagsn lily-white, it does not
see him as a Communist and Castro-ite menace.

During a parliamentary debate last April on the institution of the new
electorzl system in British Guiana, Laborites criticized PR but withdrew
their critical motion. A party spokesman explained that forcing a voie
might have led to an increase in the disorders that were Chen rampant in
British Guiana. Both Wilson and Bottomley indicated to Trinidad's Prime
Minister, Eric Williams, during his visit to Londoa last April that despite
Labors dissatisfaction with/a Labor government would probably go through with
the projected PR election if plans for it were well uader way at the time
that Labor came to power. They noted, however. that Labor might wish to make
certain modifications in the type of PR system now prescribed, and that it
might want to postpone the election so as to avoid being confronted with a
messy situation as soon as it took office.

We are inclined to doubt that a Lebor government would junk the PR .
formula and "cut BG loose" as soon as it was elected. Labof is fully awgre of
-- though it does not share =-- US concern over the threat of an independent
British Guiana under Jagan. A Wilson administration, which would give the
highest priority to maintsining the most harmonious possible relations with
the USy would want to ‘avoid antagonizing the US over an issue of great
sengitivity to this country.

L. United Nacions

Labor has always tended to be evangelical about the UN, and its
spokesmen have emphasized that a Labor government would by its policies
seek to strengthen the scope and authority of the world organization. Wilson,
who has been a vigorous defender of the UN, has said that his government
would place the UN "far higher in the scale of priorities" than has the
Tory administration. Labor has promised to make the British delegate to the
UN a minister of cabinet rank. The likely choice for this post is Sir Hugh
Foot, formerly Governor of Jamaica and of Cyprus, who was the British
representative on the UN Trusteeship Council until he resigned in 1962 in
protest against the Conservative government's attitude toward Southern
Rhodesia.
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Labor has expressed its support of the Canadian and Scandinavian proposals
to have nations ear-mark some of their military forces for UN peace-keeping
operations. %ilson has suggested that the UK might be able to designate some
of its troops -~ for example, part of the British Army in Germany -- to serve
with UN contingents, -

Labor is a great believer in the UN as an instrument for promoting aid
for the underdeveloped countries, and the party claims credit for having
inspired, in 1961, the UN Development Decade, Labor has eriticized the
Conservatives for allocating too little money for aid programs and for
channeling too little of its aid through the UN,

III. DEFENSE AND DISARMAMENT POLICIES

Labor spokesmen have said time and again that a Labor government would
give up Britain's independent nuclear deterrent and sesk re-negotiation of
the Nassau agreemesnt of December 1962 under which the UK is to acquire Polaris
missiles from the US for use on British maclear submarines. They have also
repeatedly expressed strong opposition to the MLF. In many cases, however,
their remunciations and objections have besen followed by qualifications and
escape clsuses. We believe that once in power Labor might well retain the
British deterrent, continue with the Polaris program, and join the MLF,

A. Independent Nuclear Deterrent .

Labor accepts withoul question the need for a VWestern muclear deterrent
and is willing to accept the full implications and risks of membership in an
alliance thal possesses such weapons. It believes, howsver, that Britain should
c2ase making its own muclear weapons, give up its strategic nuclear striking
force, and stop trying to be an "independent" nuclear power because:

1) wusing part of its limited resources for this purpose prevents it
from honoring its military commitments in NATO and elsewherej

2) its failure to moet this NATO commitment increases the danger of
conventional warfare in Europe;

3) its retention of a national deterrent hampers efforts to halt nuclear
proliferation; and

4) a general nuclear war is not only the least likely of all contingencies,
but also one which the UK, in any event, could not meet alone.

Leading Laborites used to say that a Labor government would not simply junk
Britain's then-existing nuclear weapons, but would not replace them once they
became obsolete. In March 1964, howaver, Wilson told a British TV audience
that a Labor administration would assign (or leave) the main nuclear striking
force, the V-bombers, to NATO; the government would make no reservation about
its right to use them in a nuclear role for a purely national purpose, but it
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would reserve the right to use them as conventional bombers anywhere in the

world, Morsover, although Labor apparently plans to abandon the present plan

to give the TSR-2, a new low-level supersonic aireraft, a nuclear capability,
Labor spokesmen have said that they would continue the development program for the
plane vhile reviewing its role to see whether it could be used for conventional
strike and reconnaissance work, Nuclear weapons on the battlefield, in the
tacticzl elements of the RAF, and on aircraft carriers would be "integrated"

into alljance strategies, Such weapons would be retained as long as they were
part of the general defensive plan of the alliance.

In the most recently noted statement on the subject, the party's election
manifesto, issued in mid-September, there is no talk at zll of "sbandoning,"
"phasing out," or "not replacing" the independent deterrent. There, Labor is
simply against the "development of national muclear deterrents.”

It would appear, in sum, that the above statements arzs sufficiently vague,
un~rigid, and short of irrevocable renunciation of an independent nuclear
deterrent to enable a Labor administration to make the transition to a policy of
retaining the deterrent without too much difficulty. We believe, moreover, that
& Labor government will in fact probably decide that global imperatives require
it to held on to the British deterrent for an indefinite period, but the real
test of Labor's stand in this field will result from later decisions on whether
. or not to modernize and replace the existing nuclear force rather than on whether
to give it up.

B. Polaris

The foregoing is closely tied to labor's views op the Conservative govern-
ment's active program to provide Britain through collaboration with the US, with
a nuclear-powered submarine fleet carrying Polaris nuclear missiles. Ever since
the conclusion of the Degember 1962 Nassau agreement, Labor's leaders have main-
tained that they wanted (first) to "de~negotiate" or (more recently) to "re-
nggotiate" the agreement under which the UK would acquire Polaris missiles from
the US, If new negotiations showasd that Britain's possession of Polaris-carrying
submarines added nothing indispensable to the collective strength of the alliance,
then the UK would sbandon its plan to buy the missiles and would use the nuclear
subs for hunter-killer duties,

But Labor spokesmen have recently interjected significant qualifications.
Wilson observed ¢:s several occasions in March that if construction of the sub-
marines were so far advanced by the time Labor came to power as to make it
economically unfeasible to halt production, then a Labor government wouvld con-
tinue with the Polaris program and place the completed submarines under NATO
command and control, Later the same month, Healey told Department officials
that if the alliance required Britain's continued adherence to the Polaris
progran Labor might consider retaining it and attributing the results to the
alliancse,
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Various Labor spoke:men have at one time or another opposed the MLF on
the following grounds:l -

1) it would weaker NATO by establishing two muclear alliances;

2) it would be a s.rategic weapons system, threatening the USSR
itself;

3) it would make more difficult the effort to achiasve a detente with the
Soviet Union;

4) 4t would not necessarily placate West Germany's nuclear ambitions
but might even encourage them;

5) it might eventually be governed by majority voting,ard the US and the
UK could not "veto hotheads who might wish to press the button";

6) it would add nothing to NATO's military strength;
7) it would lead to & spread of nuclear weapons;

8) it would offer the UK only "a partial share in a partial nuelear
weapon, " which would be unsatisfactory;

9) it would bs economically wasteful,

To judge from a number of statements made over the past year by Gordon-liriker,
Lairr would prefer to resolve the political problems which the MLF is assertedly
desizned to meet by negotiating with the US -~ in exchange for allowing the
Brii.sh nuclear deterrent to run down -~ a reorganization of, and improved con-
sultition within, NATO. Precisely how this would work is not clear, but it would
presunably include the following features: The ultimate decision on the use of
nucle:r weapons would remain with the President of the US, but he would make that
decision only on the basis of continuously evolved and commonly agreed strategy
and doctrine., Britain would share in the knowledge and decisions that affect
the deployment and targeting of nuclear weapons, would participate in discussions
of the conditions under which muclear weapons might be used, and would know in
a general way the options., The UK would also want to conclude agreements under
which it could carry out enough "specialist work to benefit from the industrizl
fall-out" that results from the production of nuclear weapons.

Gordon-Yalker has more than once suggested that a Labor government would
want France and Germany to play the same role as Britain in these matters., However,
he told US officials last February that a NATO committes composed of the US, the
UK, Germany, Italy, and France could be formed to work on these questions,with the US

l, Labor is also opposed to the idea of a joint European nuclear deterrent,
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and Britsin consulting unofficially on the more highly clagsified matters,

He also told Gen, Polk, the US Commandant in Berlin, in April 1963, that the
UK would ask the US to allow a small group of the top British officials to have
an intimate knowlsedge of US atomie weapons, preduction, deployment, targeting,
eafety contrels, and policy debates.

Despite their strong objections to the MLF, and their ambitious alternatives,
Labor spokesmen have left a future Labor government a number of loopholes should
it decide that Britain's interest would best be served by participating in the
MLF, Thus, in November 1963, Healey told Embassy London officers that if the
MLF project survived until Labor took office, and if the sliernative courses
remained blocked, then the new government might join, He has also stated more
explicitly to private Americans that if the United States finally undertook to
insugurate the MLF with Cermany, he did not see how any British Government could
fail to be "bluffed" into participation. GCordon-Yalker told US officials in
February 1964 that if Labor's proposals for improved nuclear consultation did
not fully meet the situsiion, especially the German problem, Labor would take
another look and might conceivably "come around” to the MLF, Finally, Wilson
said both publicly and privately last March that a labor administration would
accept the MLF if that were the only effective way to prevent West Germany
from acquiring an offensive nuclear capability,

The above statements do not encourage us to say flatly that a Labor govern~
ment will join the MLF, W%e submit, howsver, thet they do suggest that Labor
has not closed the door yet and may well in time "coms around," especially if
approached patiently, sympathetically, and adroitly by American policy makers.
Even in this event, however, it would argue thal it needed some little time to
enable its new ministerial team thoroughly to explore the issue in all of its
ramifications and to condition its supporters to the switch in policy.

D. Disarmament

The search for multilateral and comprshensive disarmament under internationsl
control is a Labor stock-in-trade, and a Labor governmeni will give high priority
to proposals aimed at achievement of this goal. Nevertheless, although pressure
on the US to be "more forthcoming" in reaching compromises with Soviet positions
on disarmzment can be expected, we do not believe that Labor will allow itself to
get substantially out of step with US policies and tactics on these issues. Labor
can be expected to set up a disarmament office or department headed by a minister
and closely related to the Forelgn Office and the Ministry of Defense.

Statemonts made by Wilson and Gordon-%alker in January of this year make clear
Labor's belief that the signing of the test ban treaty has created a new atmosphere

which should be exploited. Iabor holds that all the elemenis of a diszrmament
treaty are in the US and Soviet plans; now the gap between the two plans must be
bridged. Labor's views on disarmament, including suggestions on how the US and
the Soviet plans could be reconciled, include the following:

1) Timing -~ The USSR has proposed three stages spread over 5 years; the US
& possible spread of 10 years or more; Labor suggests 6 years.i

1. These and the following Labor suggestions were embodied in a memorandum that
Gordon-Yalker sent to Foreign Secretary Butler on Jamuary 8, 1964. This
memorandum included all the proposals contained in the policy statement issued

by the Labor Party's national executive committee on February 27, 1963, as well
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2) Manpower levels —- The Soviet Union proposed a total
strength of 1.7 million men for itself and the US at
the end of the first stage; the US, 2.1 million; Labor
suggests that the Soviet compromise figure of 1.9 million
be accepted,

3) Conventional armaments -- Labor supports the US propesal
for an agreed reduction of 307 during the first stage, to
which the USSR has alsoc seemed to agree.

4) Means of delivery of nuclear weapons -~ The US proposed a
307 reduction in the first stage and a 35% cutback each in
the second and third; the USSR, a 100% reduction in the
first, except for a small residual nuclear "umbrella"
retained until some time in the third: Labor supggests that,
since the Soviet Union has now acceptad the idea that both
sides should retain a "minimum deterrent” until the end of
the third stage, this level should be reached as scon as
possible.l

5) Foreign bases -~ The US proposed gradual but progressive
elimination in the second and third stages; the USSR, complete
removal in the first; Labor wonders if the US withdrawal of
Thor missiles from the UK, and of Jupiters from Italy and
Turkey, does not suggest that the US might agree to a phased
withdraval of bases in the first stage,

6) Inspection -~ Labor realizes that there will be no disarmament
treaty unless the USSR agrees to permit adequate inspection
not only of what has bezen destroyed but alsc of what is left;
Labor believes, however, that the degree of inspection that
the Soviets have already agreed to accept, in their proposals
for the "minimum deterrent,” together with the information
already at the disposal of states, "will provide a suffici-
ently accurate verification of the execution of the treaty,
at least during the first stage.”

7) Production of fissile material -- Labor proposes acceptance
of an agreed and inspected cutback of the output of such
material.

8) Hand-over of fissile material -- Labor urges that the US
proposal for the nuclear powers to give agreed quantities
of fissile material to the UN for peaceful uses -- rejected
by the USSR -- should be re~introduced.

1'

Wilson has publicly and strongly endorsed President Johnson's proposal for
a freeze on nuclear delivery wvehicles and for a "bomber benfire."

T SECRET/NO FOREIGN DISSEM



E))

“TESETT/N0 FOREIGN DISSEM
= 21 You

Participation of Communist China -- Labor believes that
meaningful disarmament depends on Peiping's adherence to
a disarmament agreement, which in turn requires her parti-
cipation in the Genmeva negotiations.

Wilson and Gordon-Walker both realize that even in the improved atmosphere
following the test ban treaty quick results on general and complete disarmament
cannot be expected. They have therefore proposed that, while those negotiations
continue, efforts be made to reach agreement on partial, limited measures, such
as the following, which may be easier to negotiate and may contribute to the
further easing of tentions:*

1)
2)
3)
%
5)
6)

7

A freeze on defense expenditures at the 1963/64 figure:

A freeze on nuclear weapons in East Germany, West Germany,
Poland, and Czechoslovakia as a first step toward the estab-
lishment under international supervision of an area free of
nuclear weapons and contzaining reduced conventional forces
(for further details, see below, under Disengapement);:

As part of the inspection system required to supervise the
freeze on nuclear weapons, a system of ohservation posts to
provide warning against surprise attack:

An agreement to prohibit the transfer of nuclear weapons
from nuclear to non~nutlear powers, as well as any assistance
by one country to another to make nuclear weapons;

Extension of the test ban treaty to cover all tests, including
those underground, with the minimum necessary number of on-
site inspections;

Discussion of the Soviet proposal for a non-aggression treaty
between the NATO and the Warsaw Pact powers, as part of a
broader agreement;

Establishment of additional nuclear-free zones in areas of
tension, including Latin America, the Middle East, and Africa.?

When Wilson first made public these limited proposals in January, be said
he had no illusions that any of even these partial measures would gain immediate
acceptance by all the powers concerned. Six months later, on his return from
Moscow, he told an off-the~record London audience that, if general disarmament

1. This list is a combination of the pronosals made by Gordon-Walker in the
memorandum he sent to Foreign Secretary Butler on January 8 and those put
forward by Wilson in a speech in Derbyshire the following day.

2. Wilson had proposed this in Commons in October 1963 during a2 discussion of
the Cuban crisis. The proposal had previously been made by the Labor Party
national executive committee in February 1963,

—SECRETRIO FOREIGN DISSEM



https://Afr:I.ca

—STCREFFNO FOREIGN DISSEM
- 22 =

did not appear practicable in the near future, Labor was prepared to consider
feasible, safeguarded, limited rezional proposals for arms control -- especially
nuclear weapons control -- almost anywhere. It seems reasonably certain that

a Labor government will rress ahead for progress both in partial measures and

in general disarmament.

E. Disencacement

Labor has long favored plans for one or another kind of disengagement.
In the late 1950's Hugh Gaitskell and Denis Healey both put forward broadly
similar plans calling for, among other things, the removal of all foreign
forces from, and the denial of nuclear weapons to, East and West CGermany,
Peoland, Czechoslovakia, and Hungary; the reunification of Germany; and the
withdrawal of West Germany from NATO and of the other states from the Warsaw
Pact. Disengagement remains a long~term objective of Labor, and a Labor
government could be expected in time (see below) to push for the acceptance
of some such scheme, ;

Wilson, like Gaitskell before him, has more than once indicated that he
regarded the Rapacki plan (first proposed by the Polish Foreign Minister,
Adam Rapacki, in 1957 and often modified since then) as a valuable basis for
negotiations. Labor spokesmen have at one time or another criticized the
Rapacki plan, however, for not including Hungary, for omitting the question
of German reunification, for suggesting only gradual rather than total withdrawal
of forces from the designated area, and for not providing for inspection within
Russian territory. Wilson has maintained, moreover, that the plan should be
part of a wider agreement on the prevention of surorise attack, and that any
resulting agreement should not disturb the existing balance of forces in
Central Europe.

As noted above (under Disarmament), Labor, in January of this year,
proposaed a new plan calling for a freeze on nuclear weapons in the two Germaniles,
Poland, and Czechoslovakia. The making public of this proposal followed by
less than two weeks a statement by Prime Minister Gomulka and was itself
followed at the end of February by a Polish note, which proposed a freeze on
all nuclear warheads in the same areas;! the Polish proposal was in effect
the first stage of the Rapacki plan, separated from the second or denucleari-
zation stage.

Labor spokesmen have told the Poles that the Gomulka plan must be
extended to a wider area, that it must apply to missiles, not just warheads,
and that the inspection system which it proposed should serve also as a
system of observation posts against conventional surprise attack. At a
press conference in Washington last March, Wilson observed that Labor welcomed
proposals for a freeze of nuclear weapons in Central Europe as a step toward
a nuclear-free zone and a reduction in conventional armaments there. But

1. Wilson had talked with Gomulka and Rapacki in Warsaw in June 1963, and
David Ennals, one of Wilson's aides, had discussed disarmament with
Rapacki and his deputy, Winiewicz, last December.
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he stipulated "two very important conditions" for such proposals: they

must not relate only to the two Germanies but must extend further sast, and
they must not alter the bzlance of forces between East and West. Despite his
reiteration of these reservations, we share Embassy London's view that the
presumption is strong that a Labor government would actively push for some-
thing like the Gomulka plan and probably attempt to relate it to some form

of disengagement of forces in Central Europe -- although the two ideas are
separable and in the present context are being kept separate.

Healey has pointed out that it is important to separate the concept of
controlling arms, which implies the reduction and control of forces, from
the much more ambitious concept of disengagement, which implies the physical
separation of forces. He has stressed that the latter would be "profoundly
dangerous" unless it were accompanied by a solution of the German problem
which was acceptable to the East, to the West, and to the Germans., And he
has concluded; as noted above (under Germany and Berlin), that such a solution,

“implyving as it does some form of reunification, is not on the political
horizon at the moment.

- END -

—SFEREF/NO FOREIGN DISSEM
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DEAR FRIEND: ;‘;. 5k\ X

THANK YOU VERY MUCH FOR YOUR THOUGHTFUL LETTER OF
JULY 22, IT IS A GREAT HELP TO HAVE THIS FULL AND CLEAR
ACCOUNT OF YOUR DISCUSSIONS WITH AYUB. AND IT IS ALSO
GUOD TO HEAR THAT THE COMMONWEALTH CONFERENCE WENT SO WELL.
I At NOT SURPRISED THAT YOU FOUND THE PAKISTANI
POSITION SO STIFF, AND IT IS CLEAR THAT WE WILL SIMPLY
HAVE TO XEEP WORKING ON THEM. MEANWHILE, 1 DO AGREE
THAT IT IS IMPORTANT TO KEEP THE LEVEL OF OUR ASSISTANCE
TO INDIA AS WELL AS PAKISTAN UNDER CAREFUL REVIEW, AND I
HAVE ASKED MY PZOPLE TO TAKE A FURTHER HARD LOOK. OUR
EXPERIENCE OVER THE LAST YEAR AND A HALF SUGGESTS THAT
THE MORE CLOSELY VE WORK WITH THZ INDIANS, THE MORE THEIR
OWN SENSE OF NEED CAN BE MODERATED. AS A MAaTTER OF FACT,
WE BELIEVE THAT IN OUR RECENT MILITARY AID TALKS WE
MANAGED TO GET THE INDIANS TO MODERATE THZIR APPETITES
TO A LARGE EXTENT, AND I SEE EVERY ADVANTAGE IN TRYING
70 MAKE FURTHER PROGRESS IN THIS DIRECTION IF ‘POSSIBLE
WITH WARM REGARDS,

SINCERELY
L.DB . J p{
_ ) ] ke, k“-‘u\
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ity NI 94240 (4p)
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THANK YOU FOR YOUR TIMELY AND RELPFuUL LETTER OF JULY4
ABOUT RELATIONS BETWEEN INDIA AND PhKISTAN. 2 I ALSO HEGRET
THAT MR. SHASTRI WAS PREVENTED FROH CDHING TG LDNDON FOR OUR

MEETING : BUT THERE WAS A USEFUL HEETING BETHEEN PRESIDENT

_AYUB AND MR. KRISHNAMACHARI WHICH T BELIEVE M&Y;LEAD 10 A

MEETING BETWEEN AYUS AND SHASTRI IN THE AUTUHN.

AS IT HAPPENS 1 SAW PRESIDENT. AYUB YERY SOON AFTER I HAD

. RECEIVED YOUR LETTER AND HAD A LONG TALK wzrﬂ HIM. :kIHE;

BURDEN OF Tns PRESIDENTS SONG WHICH HE napsarso To ME ovzn
AND OVER AGAIN WAS THAT INDIA WNAS nssunrua A HILIIARY | .
PROGRAMME WHICH WAS FAR IN EXCESS OF HER uaaos“fb mesr A

CHINESE THREAT, AND IN BRERKING HERSELF ECONOﬂIQALLY SHE WAS °
PULLING DOWN PAKISTAN WITM HER. I STRESSED THE IHPDRTANC£

PREPARED AGAINST THE CHINESE CAPACTIY T0 nTTACK HER, AND
SUGGESTED THE POSSIBILITY OF QuaDRIPaRIITE ﬂILxranY‘TALKs To

.....
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* DURING OUR FULL MEETINGS THERE smnz SEVERnL.ngEHDLY"

A e s A DN S

REFEREﬂ055 TO THE IMPORTANCE OF IHPROVED RELATIOHS BETﬁEEN

INDIA AND PAKISTAN: YOU WILL HAVE SEEN THAT THERE WAS &
REFERENCE I[N THE COMMUNIQUE TO THE SATISFACTION wi;u_wﬁfcu VE

 NOTED THE FRIENDLY PUBLIC STATEMENTS ar;rus Passzuznr OF. s |
' PAKISTAN AND THE PRIME MINISTER OF INDIA AND TO. aua HDPES A LA ' \
TdaT THE PROBLENS BETVEEN THEIR COUNTRIES WOULD BE SOLVED ™weo

THE SAME FRIENDLY SPIRIT. ., EVEN THAT CAUSED TROUBLE AND : B -
"THE INDTANS HAVE REACTED BADLY TO IT.  THE SITUATION IN MY e

| JUDGEMENT SHOWS LITTLE GIVE OR CHANGE. T HAVE Nod YET

SUCCEEDED IN MITIGATING THE GRAVE n:suwnsnsrannznes UHICH

" EXIST IN PAKISTAN ABOUT THE REASONS FOR, AND THE EFFECTS ofF ,

OUR MILITARY AID POLICIES TOHnRDS DA, PAKISTAN VILL NGT

'ACCEPT THAT SHE IS uuosnsst:marrne THE DANGER Fnou cnxaa.

S0 THE DEADLOCK REMAINS AND snnsrnr WILL Havz ;o BE A VERY -

BiG MAN 10 BREAK IT. ! .

R

I SUBSE@UENTLY SUGBESTED TO THE PRESIDENT THAT HE

»',.A-:“Is‘ :--' J

SHOULD OURSELVES BE FREFRRED TO OFFER PAKISTAN A uoozsr
AKOUNT OF HILITARY AID. “SE DID NOT HAVE TINE IO nlscuss
THIS IN DETATL: BUT WHEN WE DO SO WE SHALL navﬁza"nruzn ;

L "’*'H

OPFORTUNITY T0 xRY TO BRING HOME 10 THE FaKISTAHIS QPT ONLY |
"U},

“OUR CONCERN - naour THLSE uxsuunznsrauuxuss sur oua-co zcr

_'\'

kAT A REASONABLE AMOUNT OF MILITARY AID TO IHDIA EuaaLzs
US TO EXERCISE A MODERATING INFLUENCE WHICH CAHNOT BUT BE |
BENEFICIAL TO BOTH PAKISTAN AND INDIA. I Houosn' HOHEVER, o ?J??"“
WHETHER WE OUGHT NOT TO REVIEW THE SCALE OF AID. ro Iunlas '

r-_ B o .
DEFENCE EFFORT. . AN ATTACK ACROSS THE HIMALHYAS IS A VERY

DIFFICULT MILITQRY orannrlou AND, 1F INDIAN TRODPS UERE Norf"

TIED UP ON THE PAKISTAN FRONTIER, THEY PROBABLY HAVE zuoueu,

IF THEI ONS AN TRAINING ARE GOOD, T ' ;
R NEAP D I 0 MEET A CHINESE N COPY
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A5 10 THE MEETING ITSELF, IT ¥aS A FAIR -S1ZED RIsK
CALLING ALL THESE PRIME MINISTERS TOGETHER, CHIEFLY BECAUSE
OF THE DANGER OF AN EXPLOSION OVER SOUTHERN Raoossxa. BUT
IT SEEMED ESSENTIAL TO ME TO RE-DEFINE THE PURPOSES OF THE

' COMMONWEALTH IN ITS NEW SHAPE AND SIZE, PARTICULARLY AFTER 5
© OUR RATHER UNWAPPY EXPERIENCES -IN 1961 AMD 1962.  INDEED
WE HAD SOME FAIRLY NERVE-RACKING NOMENTS,  AS IT WAS, IN
THE END IT TURNED OUT EVEN éarrza'rnan I HAD HOPED AND FAR
| BETTER THAN I HAD FEARED. _ IT WS PARTICULARLY ENCOURAGING.
TO FIND THAT WE ALL PLACED A HIGHER VALUE ON wﬂar UNITED US
THAN WHAT DIVIDED US.  THE SUGGESTION OF A conuonuEaLrH Wi
| SECRETARTAT CAME FROM NONE OTHER BUT NKRUNAH:  NORWALLY |
INSTITUTTONS ARE FROWNED ON AS IMPLYING. bomrunrxou FROM |

LONDON.

e T e v s o i i R SR 8 et < A e T i L i i | At S P & e 18 s * aig $e il amnnn g = st ae b e

I DO NOT CLAIM THAT ALL'HIL' ﬂou BE PLAIN SAILIN - BUT
L AN CONVINCED THAT THE NEV COMMDNHEALIH HAS IhKEN suapn AND
WILL HAVE A MAJOR ROLE TO PLAY IN THE FUTURE AS.WE TURN OUR

WINDS TO THE PROBLEMS OF THE NEXT DECADES: THE GAP BETWEEN
_ _ - S T
. THE RICH AND POOR NATIONS AND THE DIVISIONS OF Racs;{p-x HOPE

THAT HAVING SINCE THE WAR HELPLD US IN THE TaSK OF

DE-COLONTSATION, THE CDHMONHEALTH BAY IN THE FUTURE dELP us
TO TAKE THE STING OUT OF THE WORLDS RACIAL PROBLLMS. FOR
US THE KEY WILL BE SOUTHERN RHODESIA.  THIS LAST nhrrxna

WILL NOT HAVE HARMED, AND MAY VELL HAVE HELPED, oug qanﬂcgs ;

OF FINDING THE RIGHT ANSWER HERE. . = R i

PRESERVATION COPY
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_ IN ADDITION VE ALL SUPPORTED rﬁs Tunxp ovEn HALAYSIA ;
AND saue NO HOSTAGES 10 FORTUNE IN CYPRUS. SO IN GENERAL

AND IN DETAIL II WAS A uosr USEFUL MEETING.

WITH WARM REGARD, .
. ALEC DOUGLAS-HONE

UL 22 1964

MESSAGE ENDS
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President sent following tclegram to Prime Minister Home
July 4: |

QUOTE. Dear Mr. Prime Minister: On the eve of the Common-
wealth gathering, may I share with you some of our anxieties zbout
India and Pakistan?

Shastri's illness will put a serious damper, I fear, on the
Indo~-Pakistani reconciliation approaches that looked so prom:.s:.no
only a few days ago. It would be a tragedy ni}ihe stresses an d
strains inherent in the situation.should rise againzkt before
Shastri is able to respond effectively to the handsome gestures .
a Ayub made after Nehru's death. Commonwealth meetings have been
notable for a climate of comradeship and I do hope that this spirit

will encourage Ayub and the Indians to maintain the present mco ¢ )

‘of moderation until they can.get into effective mnegotiation.

< NEA:PTalbot/SOA:CCLA1S@R Teesrohic mamision sad

te_House/ S/S:HOMills:ejp | dwfwionwewitn S/S « Richard Davies
“*" BNA = Mr. Shyllaw White House = Mr. Smith
SO0A - Miss Laise The Secretary (substance)
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I am sorry to see that you will find Ayub strongly agitated about
our military aid to India. From the Imzm beginning you and we have kept
the Pakistanis filled in on’our plans, of course, and every step of the
way has been made with an eye upon Pakistan’s concerms. Apart froﬁ
Ayub's natural reluctance to see any mililtary assistance given India, I
have the impressian that his people have distorted end exaggerated the |
extent of the axrangements that were completed just when Nehru died, as
if they went beyond what Maxwell Taylor indicated to Ayub last December.
The fact, of course, is that they do not. I should wel come anything yeu
(8n reasonably do to reassure him, without encoursging his apparent present
strategy of brinksmanship in his deslings with us.

2 In any event, I hope there will be a chmace for some strsight talk
with Ayub so that he snderstands tk what we are doing in Indis and why.
Pakistan's leaders have 3 capacity to psint themselves into a cornerx, and
I am troubled that their recent intemperate public statements attacking
the United States and the Westeirn alliasnces at this critical juncture in
ywwr confrontation w&tﬁ Communist China may lead to actions and reactiens

" which would be unfortunate for us both. |

There are bound to be very unfavorable repercussions here if the =

g
P

Pakistanis go on talKing absut “a betrayal" of alliances, as Bhutto did

on June 22 before his Netimal Assembly or if the Paks go on talking

-SECRET~

. . »
Gy
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about our present g;olicy as opportunist "and devoid of moral quality"
as Ayub did in ihe Daily mail. This kind of irresponsible comment cén
get picked up over here, especially in an election year, in ways which
can only be destructive to the interests of Pakisﬁan herself.

We value Pakistan as a £xirmd friend and ally and would consider it a
great pity if through = misunderstanding Ayub failed to assess correctly

the continued importance of Pakistan's ties with the West to our mutual

national interest and our ability to help each other.

I wish you well in your x deliberations and look forward td learning

of the outcome. UNQUOTE.
END

ACTING

BALL

PRESERVYATION COPY
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FROM THE PRESIDENT

TO PRIME MINISTER DOUGLAS HOME

reiia> | SEBREF- Nomis

1. MANY THANKS FOR YOUR NOTE. OUR DECISION TO ABSTAIN
WAS INDEED AN ACT OF SOLIDARITY, Bur'; FEEL I MUST TELL .
YOU QUITE FRANKLY THAT I APPROVED IT RELUCTANTLY ~

AND ONLY BECAUSE AS THE MATTER FINALLY CAME TO ME IT
SEEMED TO ME THAT YOU WERE ENTITLED TO EXPECT THAT VE
igutn NOT OPPOSE YOU DIRECTLY. ON THE ﬁsn;rs,ilu A

FUTURE CASE, IT WOULD BE HARD FOR: ME:TOMAKE.THE SAME.
DECISION AGAIN. VE MAY HAVE TO PAY:HEAVILY. FOR' THE
ABSTENTION IN A LOSS'OF AUTHORITY. AND AN AWKWARD PRECEDENT:
THAT CAN BE USED AGAINST US. |

2, 1, OF COURSE, HAVE NO ILLUSIONS ABOUT NASSER OR THE .
MISCHIEVOUS GAME HE IS PLAYING. BUT I QUITE FRANKLY

DOUBT THAT AT THIS POINT IN TIME ABRUPT CHALLENGES TO _ ¥
THE ARABS ARE USEFUL FOR OUR JOINT INTERESTS. ' i;
3. SO I AGREE THAT THIS INCIDENT AND ITS AFTERMATH MAKE _
IT MORE THAN EVER IMPORTANT THAT VE CONCERT OUR NEAR
EASTERN POLICIES MORE CLOSELY. I HOPE THAT RUSK AND
BUTLER WILL BE ABLE TO REACH SOME SOLID CONCLUSIONS WHEN
THEY MEET DURING THE CENTO SESSION LATER THIS MONTH. -

WE BOTH HAVE SUCH GREAT INTERESTS TO GUARD IN THAT
TORTURED PART OF THE WORLD THAT WE CANNOT AFFORD TO

PURSUE DIVERGENT POLICIES.

- —SECRET- nonis

" END OF MESSAGE
UNQUOTE /

PR 17 1964
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WASHINGTON, D.C. ,*}

April 10, 1964, AV ‘)é

enr |

I have been asked by the
Prime Minister to pass to you

the enclosed message.

The President

of the United States of America.

S e

DEc_AQSTWLD :
E.O. 13292, Sec, 34 ‘ :
ﬁﬁé& , NARA, Date §-/¢-2¢ - _ /
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TEXT OF MESSAGE

April 10, 1964,

I should like to thank you most warmly for your
decision to abstain on the resolution in the Security
Council on Thursday, despite the doubts of most of your
own people. I am most grateful for this act of
solidarity.

I should now like to bulld on this decision and
see whether we cannot achieve a sense of common purpose
and align our common policies more closely over the whole
problem of the Yemen and Aden. Experience has shown
that the general Western interest, as well as the particular
British and American interest, are best served when British
and American policies are in harmony. I should now like
to do for the Middle East what we did for South-East Asia
last February.

OQur respective Secretaries of State are shortly to
meet, I hope you will agree tﬁat they should use this
occasion to reach a general understanding over these
questions.

Alec Douglas—-Home

DECLASSIFIED
EO. 13292, Sec. 34 |
!lqﬁgu,NNW\Dﬂmﬁdtgg . . ) 4
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Please deliver following message socnest to Buckingham

STA Palace:

QUOTE Mrs. Jonnson and I are delighted to learn
of the birth of a son to Your Majesty and Prince Philip,
I know we speak for all ocur fellow Americans in.sending | §
you our best wishes on this happy occasion.

Sincerely,

Lyndon B. Johnson EQQUOTE___L_
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) ~ ) JARITISH EHBASSY,

WASHINGTON, D €

February 19, 1964,

I\‘)‘}b, N "f \)ﬂ:‘ ',r,-fq_in.u_q} )

I have been asked by the
Prime Minlster to pass to you
the enclosed mesnage,

Lord Harlech is returning
to the Embassy later this evenlng
and wlll be at your disposal if

l; } b fA ﬂl
'\(it‘«‘\g (‘Jk (ﬂ“‘_ "

g
| \b @.\_LL!.\ (&g\ COAL an

(D. A. Greenhill)

The President

DECLASS};'EDS4 of the United States of Amerieca.
£.0. 13292, Sec. 3.
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TEXD OF MESSAGE

pebruary 19, 1964.

hear Mr. Presldent,

Thank you very much for your letter of February 19tn.

[ am glad that we
appraisals of the
our quick move to

The‘question

also, have had in

1
are so closely in agreement in our
cyprus situation and that you welcome
'
the Seﬁurity Councill.

of a summit conference is one which I,

mind. There 1s much to commend the

idea but 1 am sure that we must wateh two points. There

1g the one which you yourself have made in your message:!

that 1t is important that whatever the guarantor Powers

do as a group should reinforce rather than cut across the

current effort in

lew York to establish the basls for an

international peaceleeping force. The second is that 1

feel atrongly tha

t we should avold giving any impression

that the larger Powers are ganging up on the small Republic

of Cyprus.

These two points both bolil down largely to a question

of timing. Ther

e 16 also the questlion as to where such

/ a conference



a conference might be held. I will watch the ptltuation

very closely and keep in touch with you over the next

few hours and days.
¢

Youra sincerely,

Alec Douglas=Home



AmEmbassy, LONDON .li
Please deliver the following letter from the
President to Prime Minister Douglas-Home:
DeLng;iggégtwa*Qk

I have had a good talk with George Ball about
the impressions he gained on his trip and we have
given further thought to the explosive situation
stemming from the troubles in Cyprus.

George Ball reports he had a particularly useful
meeting with Rab Butler and Duncan Sandys and I am
glad to find that there is no difference in our
appraisals of the Cyprus crisis.

I think you were wise to=Uzy to beat the Cypriots

to the Security Council. It seems very likely that
preve nd e

we should be able to Frustrete—Makerios —design—£d
uséf;he Seeuxity Council to scrap the guarantee
treaty. I hope we can also obtain a satisfactory
resolution for the creation of an international

force. However, the Council may well be heading

into a mean and protracted debate, and I fear that

[HK?JSSH]hD an
vi Sy W Duideleas,

Authotity FRs Wl.xv, 415 3 &
Byt NARA, Dave 2. /620
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an international force will not be landed in
Cyprus quickly.

Meanwhile, there is the increasing nervousness
of the Turks. In more than three hours of conversa-
tion with Inonu, George Ball came away convinced,
as you know, that the Turks are poised to intervene
and that they will certainly move if a further nasty
inctdent like Limassol should occur. In that event,
we would be in for deep trouble since the ‘Greeks
have made it clear that they will not stand down.

I conclude from all this that we cannot safely
depend merely on the results of the Security Council
action. Even an international force may not secure
order in Cyprus, ¢

e e aan : .'G.W“'#

(As your own people on the Islandlpoiﬂted out
éuite perceptively, no paacekeeping force will be
able to maintain order unless something can be
done to change the attitude of the two communities--
and the encouragement each is getting from the
mainland. Yet Turkish passions will not sub-

side, even with a force in being, if the killing

continues



continues.
For that reason, I would strongly urge you to

give serious thought_to_convening the guarantor
r-"‘"'

bM'-""P" C’*r‘f". l‘;f'o,' 0B, S (‘a“t 1 B
PowerSImor a4 summit conferance within “ha next few

days. There are clear advantages in acting promptly;
First, we need immediate insurancé against a unilateral
Turkish move. Second, we have, at long last, é

Greek Government with a solid majority. Papandreau

is rumored in the press this morning as indicating

his intention to get together with the Turks as his
first order of business. This may well be the

psychological moment for an effort to break the

impasse.
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I should think that the subject matter of such a summit
meeting could well be the security problem in Cyprus and
support for the international force in the United Nations. At the
same time, I think you might use such a meeting to devebp
standby contingency arrangements against the possibility that
the Turks may be stimulated by events into a unilateral move,

Such arrangements could take the form of a pledge from
each of the guarantor powers that Jif one party felt compelled to
move, it would confer with the other two powers to make arrange-
_ ments by which the move would be made on a tripartite basis.
Military representatives of the three countries could work out
plans for some kind of a combined operation -- perhaps along the
lines suggested in a paper which George Ball gave to Rab Butler
and Duncan Sandys in London.

If such a meeting were to be held, it might be ﬁseful to
ask the United States to send observers in order that we could
add our influence to yours in injecting some rationality into the
present situation, If you thought this a good idea, I would be glad to

send George


https://yours.in
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George Ball andAQeneral Maxwell Taylor.

Of course, it is important that whatever the
guarantor powers do as a group should reinforce rather
than cut across the current effort in New York to
establish thé basis for an internaﬁional peacekeeping
force. Both the draft resolution you expect to put into
the Security Council and the ideas floated by U Thant
'inciude the provision that the guarantor powers should
reach agreement, along with the Government of Cyprus,
..on details of a peacekeeping plan, I have no doubt
that a meeting of guarantor powers could be fitted into
the ~vack now being pursued in the United Nations.

With my strong feeling that time is of the essence,
I am at your disposal to help in any possible way to
avoid the fearful consequences 6f a éreek-Turkish

war.




~—~BUNDY-SIL ._.L'i

— ALEXANDE
= FJ .L.L& 0 9 0 5
BI BRCF
OUTGOING TELEGRAM Department of State = g
INDICATE: (] cousct s L !V
o LIMITED OFFICIAL USE I
50-52
o ACTION:  Amembassy LONDON 4809 PRIORITY
INFO: Amembassy CANBERRA 662 o }
infor “ OTTAWA 666 TP (_»
sS " BUENOS AIRES 724" [}
G | -
g P __SCHLESINGER
L. Ambassador should deliver soomest f@llwing message fail Prewident to FM
ARA re UK grains proposal:
CAP :
EUR Dear Mr. Prime Minister:
ZETR "Thank you for your letter of January ZEXY 28, 1964, concerning the desire
P of your Government to obtain the cooperation of your major overseas cereals
10P
INR suppliers in the establishment of minimum import prices. As you are aware,
we on our side have been particularly concermed about the implications that
such an arrangement would have for the Kennedy Round negotiations and,
particularly, the work of the GATT Cereals Group. Both sides are in agreement
that the arrangement should in no way interfere with these efforts but indesd
should be designed to enhance the possibilities for the successful negotiation
of a world cereals arrangement. In this conpection, we attach particular
importance to the access assurance provided cverseas suppliers and to the
commitments regarding remedial action in the event imports are not maintained.
"I therefore welcome the following clear-cut statements on these points
which appear in your letter:
'We are also willing to commit ourselves to the objective of
Drafted by: Telographic transmission and

E:0T:JAGreenwald:mb 2/4/64

classification approved by: JAGreenwald
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maintaining & fair and reasonable balance bem’mi lpm production and
imports and that imports, as well as home pr@dﬁ;c{tipm, will emjoy a

share in the growth of the market. We ere furthermore ready to keep

the arrangememts under review to see that the ststed cbjectives are

being achiecved. And we will commit ourselves to taking corrective

action should it prove im the event that the recent level of cereal

imports is not being maintained . . .!

"As you imdicate, it was not possible to reach complete agreement at the
meetings in Londom on a draft note of the understandimg. The suggestions comtained
in your lstter have beem very helpful , however; in facilitating agreement. I now
understand that after further exchamges between the represenmtatives of our two
Govermments agreement has been reached om certaim chamges in the text of your
Govermment’ s mote which was given to the United States delegatiom at the comclusionm
of the meeting in london on January 25, 1964. Accordingly, om the basis of these
changes, which are being transmitted separately to the appropriate officials of

your Covermment, Che United States Covermment hereby gives its agreement im

principle to the understandimg which you have proposed.

"Final signature of the understending will mot, of course, take place until
after the results of your sonual agricultural review are available for our
comsideration, and until the ammexes dealimg with the schedule of minimum import
prices and flour arrangements have been approved. I ml_:} not anticipate the
results of the annual review would present an obstacle te our formal adherence to

an agreement as lomg as they are comsistent with the fimal proposals put forth by
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Subject: British Labor Government Faced with Balance of Payments Problem

Toward the end of the British election campaign, the detericration of
the United Kingdom's balance of payments became g political issue with which
Labor attempted to embarrass the Conservatives. As a result, the Labor
Government now appears committed to take some corrective action in the very
near future. This memorandum surveys statements of Labor's economic policy
and speculates upon. . the nature of the specific and immediate short
run measures likely to be taken. It does not purport to diagnose the
fundamental disequilibrium, possibly arising from structural causes in
Britain's economy, which may exist in the balance of payments or to estimate
either the choice of longer run corrective measures or their possible efficacy.
Abstract

For the past few months concern in informed circles over Britain's
deteriorating balance of payments situation has mounted. Both recently
available economic data and public statements late in the British election
campaign engendered broad public awareness and editorial comment.
Speculation as to how a Labor Government would deal with the problem was
growing even before the election, but neither during the campaign nor
subsequently have Labor spokesmen given a clear, precise indication of what,
if any, immediate corrective actions were contemplated. Nevertheless, from
what has been said, as well as from what is known regarding Labor's economic

philosophy and program an indication can be given of how Labor may attack

the problem in the short run.
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Most of the traditional means of dealing with the problem, such as
boosting interest rates, conflict with Labor's desire to avoid a deflationary
economic policy. Moreover, Labor will feel constrained to steer clear of
trade and currency restrictions that seriously violate GATT and IMF rules,
or that impair Commonwealth relations. ‘fhus, Labor has little
choice other than to place great reliance, at least initially, on borrowing
from the IMF and various central banks to reinforce confidence in the pound -
and to put Britain in better shape to withstand the further payments
imbalances which lie immediately ahead. Labor recognizes, however
that these measures, even combined with a vigorous export drive, are not
likely by themselves to alter the basic problem of Britain's lack of competi-
tiveness on world markets and its slow rate of growth. Therefore, the
respite in the payments crisis afforded by international borrowing will
undoubtedly only become the occasion for a careful review by Labor of the
fundamental structural problems in Britain's economy. Efforts to deal with

these issues will then become the focus of the Government's domestic program

and should unfold progressively in the months to come,
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Until late in the campaign, the leading Labor politicians took pains not
to inject the weakened state of Britain's external finances into the campaign
as an issue. They no doubt realized that to do so could precipitate a flight
from sterling and thus lay Labor open to the charge of playing
politics irresponsibly with the nation's economy. During most of September,
it seemed as if this issue would not be raised, and the foreign exchange
markets, in a sense, cooperated by remaining exceedingly placid, more so than
during any pre-election period since the war,

It was thus somewhat unexpected when Harold Wilson, on September 26, spoke
more directly and openly than before about an existing "export-import crisis."”
He reportedly said: "I will state categorically that if they (the Conservatives)
by any mischance were to get back, we would have within six months a further
application of the brakes and crisis measures forcing production into a further
period of deflation and industrial stagnation. Most city editors and the ma-
jority of City experts believe we would not have to wait six months--it would
be six weeks." Chancellor of the Exchequer Maudling's rejoinder and the publi-
cation of the rather gloomy balance of payments estimates for the first half of
the year occasioned heavy editorial coverage and enhanced general interest.
Subsequent pre-election statements by Wilson and James Callaghan, who became the
Chancellor of the Exchequer, shied away from specifying what, if any, short term
corrective measures might be instituted. Although Callaghan's criticism of the -
Tories for not having acted during the summer implied that Labor would have to
act promptly, he reportedly laid stress on export promotion as a remedy, "by
studying customers' requirements and then producing the goods they want," even
though this would certainly be only a long term proposition.

Post-election Developments

The trade figures for September, which became available after the election,
give added impetus to the case for some prompt corrective action. Seasonally
adjusted exports, including re-exports, fell to $1,008 million from the figure
of $1,075 million in August. Imports were nearly at the high August level and
amounted to $1,319 million, resulting in a trade gap of $311 million. This
discouraging data completed the trade returns for the third quarter, which was
the sixth consecutive quarter in which the trade gap has worsened. See Table I.

The first cabinet meeting of the new government was reportedly devoted
largely to a consideration of the economic situation, but no public statement was
issued at its close. The Times (of London) on October 20 reported that on
Mr. Wilson's prompting it was decided that a full and candid Government statement
must be made before the week is out, if possible with indications of the corrective
action that will be taken. The paper commented:

There is the strongest evidence that Mr. Wilson and his

colleagues mean to avoid short-term measures to get the balance
of payments right. There promise to be no deflationary measures
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to produce a quick effect and the Government are determined
to base their actions on a2 continued expansion of production.
In the quarters that matter the phrase to be heard is medium-
term measures.

And the medium-term problem as Mr. Wilson, Mr. Brown and
Mzr. Callaghan particularly see it is the same as that seen by
Mr. Maudling, the former Chancellor of the Exchequer: the im-
balance between exports and imports which is the monetary ex-
pression of the unhealthy unevenness of the economy.

- - - - -

In short, Mr. Wilson and his colleagues would not say
that Britain is in the thick of an economic crisis, but that
it is facing a serious export—import gap quite different from
the old-fashioned financial crisis of the 1961 type. A crisis
of that type, it will be argued, can be managed nowadays because
of the immensely increased powers of mobilizing loans.

Immediate action to obtain greater foreign currency loans, for possible future
use, could be considered a medium term measure. On October 20 Douglas Jay,

the new President of the Board of Trade, spoke on the Govermment's economic
policy. There was no indication of new or sudden policy departures. He ex-
pressed faith that "a way can and will be found of keeping our overseas spending
within the ambit of our earnings, without sacrificing intermal expansion." In
the context of promoting trade with the LDCs he remarked that a nation has the
right and duty to keep its balance of payments within bounds, since a persistent
and uncontrolled deficit is not an advantage to the outside world. He endorsec
the spirit of the GATT and the desirability of an early success of the Kennedy
Round.

Ways and Means of Attacking the Balance of Payments Problem

None of the various ways of dealing with the problem is painless or problem-

free. The choice is therefore one of the lesser of several evils. One alternative

would be international borrowing, from the International Monetary Fund or central
banks of foreign countries, but this would involve subsequent repayment and,
possibly, some monitoring of domestic fiscal and monetary policy by the lender.
Still for a debtor nation with reasonably good economic prospects, it is the
ideal solution. Another alternative would involve monetary measures, but these,
by tightening the supply of credit, would hinder econcmic expansion, a major
Labor goal. Furthermore, this approach was tried on February 27, 1964 when the
Bank of England discount rate was raised from 4 to 5 percent. At this level, it
already exceeds that of all the major trading nations except Japan, which tradi-
tionally has high rates. Labor spokesmen have espoused a two-tier system of
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interest rates so that mortgages for public housing would carry low rates, but

do not yet seem to have worked out the mechanics of such an innovation. Unless
and until a practical way of doing so is found, a rise in the discount rate would
affect the level of general economic activity, including housing construction.

The most drastic monetary measure, devaluation, would strike a severe blow
at Britain's standing within the sterling area and in the 0.E.C.D. Psychologically,
it could be ruinous for the fortunes of the Labor Party, which was responsible
for the 1949 devaluation of the pound and the subsequent austerity. This measure
is, however, definitely not in prospect, if only because Britain's reserves are
now many times above their 1949 level when they amounted to only $1,340 million.
(See page L) _

Further alternatives are also unattractive. Restrictions on the movement
of capital within the sterling area would impair Commonwealth relations; Canada
has already shown some apprehensions regarding such a move. Cuts in foreign
economic aid would be objectionable on foreign policy grounds and would offer
little relief since most of the aid is tied to purchases within the U.K. There
has been some discussion in the press of a possible cutback in overseas military
spending (the balance of paymenst costs of the British Army of the Rhine (BAOR)
are estimated at $224 million per year). However, this could create problems
for the continuation of Germany's offset purchases of military equipment in
Britain, and quite apart from this economic factor, the new Govermment will cer-
tainly tread most warily in dealing with BAOR questions, which involve such major
issues as British-German ties, Britain's role in NATO and overall East-West re-
lations.

For a Government that favors central planning, there can be no cbjection in
principle to controls on imports and subsidies on exports, which could undoubtecly
help to overcome the payments problem in the short-run. CAIT and IMF waivers
would, however, be required and might be particularly difficult to obtain at
present, when strenuous efforts are being made to liberalize trade. Furthermore,
administrative machinery would have to be created and the countless problems
inherent in a system of controls would have to be met. Some curbing of imports
can be accomplished indirectly through the tax system. The Chancellor of the
Exchequer already has authority to alter indirect taxes by 10 percent by applying
the so-called "regulator." Parliamentary approval may be obtained subsequently.
The "regulator" is flexible in the sense that it can be applied to scme, rather
than all, indirect taxes. Presumably increases would apply to tax groups com-
prising mainly imported goods, such as tobacco and alcohol.

If Britain now faced a general economic crisis, as opposed to a balance of
payments crisis, the new Government would have a much freer hand, perhaps even
a mandate, to impose far-reaching controls over the domestic economy. The economy
weathered its last balance of payments crisis, in 1961, and has been on the
upswing, particularly since the second quarter of 1963. The latest key indicators
show a rise of 6 percent in production, 1.4 percent in employment and 4 percent
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in exports over a year ago. Furthermore, it would be difficult to maintain that
the economy is overheated in the sense that its rate of growth is too rapid to
be sustained. In fact, there are increasing references to a tapering off of the
boom. Before sailing into uncharted seas, Labor policymakers will want to
ascertain the extent to which existing and prospective foregn exchange reserves
may cover the estimated deficit in the balance of payments.

In mid-August the National Institute for Economic and Social Research pub-
lished a forecast of British economic prospects, which included estimates of a
basic balance of payments deficit of 500 million pounds or $1.4 billion in 1964
and $840 million in 1965, assuming no government intervention. Since neither
second quarter estimates, which showed a considerably greater deficit thanm that
for the first quarter, nor August and September trade returns, which showed a
widening of the trade gap, were available when the N.I.E.S.R. forecast was issued,
the actual deficit for 1964 may prove to be even greater.

Cfficial British holdings of gold and foreign exchange reserves plus existing
availabilities are substantial, amounting to a maximum of approximately $4.5
billion. This figure includes the $1 billion IMF stand-by arrangement available
for one year, a $500 million swap line with the U.S. Federal Reserve System, and
approximately $500 million worth of swap agreements under the Basle arrangement
with five E.E.C. central banks plus Switzerland and Canada. Although Labor
spokesmen criticized the Tories during the election campaign for cushioning the
economy with these swap arrangements, the new Government may be expected to take
considerable satisfaction from this "money in the bank."

Conclusion

Indeed, it is believed that the Government will seize on these arrangements
as the main instrument of its short-run balance of payments policy and one of the
Government'’s first acts will be to undertake the necessary funding. Efforts will
probably be made to renegotiate the Basle arrangements, which are understood to
be for a three month period, possibly securing them by drawing from the IMF or
the Federal Reserve. It would follow logically that the Government will move
carefully, and therefore slowly, in imposing trade or currency restrictions which
violate GATT and IMF provisions. At the same time, the first steps will be under-
taken toward an increasingly vigorous promotion of exports through various devkes.
In defending any unpopular measures, Labor will blame the state of affairs it
inherited from the Comnservatives.

Deflationary measures will be avoided as long as possible. Not only is
Labor dedicated to rapid economic growth but to rapid results. With a majority
of only four seats in Parliament and dependence on some measure of cooperation
from the Liberal Party, Labor is already handicapped in pursuing its program.
It could hardly increase its electoral support with an austerity program, and
this appears to be a very unlikely recourse unless the payments situation suddenly
begins to deteriorate unexpectedly at a much more rapid pace.
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Confidence in the pound is essential to Britain's prosperity and Labor
will recognize that borrowing and an export drive are unlikely, in themselves,
to solve the basic problem of Britain's lack of competitiveness on the world
market, which inhibits a more rapid rate of economic growth. In its Manifesto,
Labor gives higher priority to production than to distribution--"first we must
energise and modernize our industries.” Labor undoubtedly hopes that Socialist
planning will produce "new wealth," including increased exports which will lead
to equilibrium in the balance of payments. The play of forces between the new
Ministry for Economic Affairs, headed by George Brown, znd the Treasury will be
instrumental in future decisions as to corrective balance of payments measures.
Treasury advocacy of such measures may well encounter objections from the
Economics Ministry, and this will require frequent personal decisions by Prime
Minister Wilson. In any case, however, the likely emphasis of the next months
on a program of major economic expansion is likely to postpone specific actions

to redress the balance of payments deficit beyond those limited steps to be
announced next week.
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TABLE 1

UNITED KINGDOM

FOREIGN TRADE, 1962-64

(Monthly averages, by quarter, in million US dollars)

Negative
Exports Imvorts Trade Balance
1962 I 909 1,022 133
II 936 - 1,052 116
II1 931 1,07 146
v 928 1,051 123
1963 1 949 1,049 100
II 976 1,108 132
IIr . 1,005 1,161 156
v 1,005 1,190 185
1964 1 1,029 1,268 239
II 1,020 1,293 273

Data adjusted for seasonal variations.
Exports f.0.b., imports c.i.f.

SOURCE: OECD Ceneral Statistics.
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My dear Friend, (JL‘ | Y, (J‘ { - l

The Cabinet this morning agreed to the terms on which
Ambaesador Druce has given us to understand the American
Governmeat will be prepared to participate in a joint force
drawn from certain NATU countries for despatch to Cyprus
to augment the existing tripartite peace-keeping force there.

I hope we can now go ahead urgently with making the neceszsary
approaches to the Greek, Turkish and Cyprus Goveranments and to
our NATO allies.

Meanwhile I would like to send you my warmeet thanks
for all the help the American Government have given us in the
paet over this problem. I am particularly grateful for the '
friendly understanding showa by Mr. Keanedy and your other
collaborators and for your decision to join in thie way in
trying to preveunt the North Atlantic Alliance being dierupted over
Cyprus.

Yours very sincerely,
Alec Douglas-liome
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