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NATO UNCLASSIPIED 

1, STATENlENTS ON POLITICAL SUBJECTS 

(~iscussed in private session), 

NATO UNCLASSIPIED 

Document r ~ - ~ ( 6 5 )  38 and Co~rigenda 

1, The CKAIRMAK said that in docunent C-~(65)38; the 
Council would find the report by the Ad Hoc Working Group on the 
revision of NPLO Charters concerfii~g the Charter of the Organiza- 
tion of the NATO Pipeline Systex in the Central Europe Region, 
otherwise known as the CEPS, 

2, The Council would note fron this report that, in view 
of the complexity of the CEPS ailcl a desire not to disturb the 
snooth functioning of an organizatior which had been functioning 
effectively since 1957, the Ad Hoc Working Group had adopted the 
solution proposed by the CEPS directing bodies, This solution 
consisted of maintaining the tao original basic documents, 
C-~(56)129 and C-M(57)104, unchanged and including the sup le- 
mentary provisions required by -bhe BPLO Regulations in C-M 62)18 P 
in a third document; these supplciiientary provisions were set out 
in C-~(65) 38. The three documxts taken together, constituted 
the CEPS Charter which now generally conformed with the NPLO 
Regu1ation.s contained in C-~(62)18. 

3 @  The Cou-ncil was invited- to take the action recornrnended 
in paragraph 6 of C-M(65)38, 

4.. The COUNCIL, subject to confirmation by the Turkish 
Representative: 

(1) approved the report by the Ad Hoc Working 
Group (c-M( 65 ) 36) i:.?cluding the document 
attached thereto; 

(2) agreed that the Charter of the GEPS should 
hencef orth consist of the three documents: 
~-~(56)129, ~-M(57)104 and the document 
attached to ~-M(65)~8, 
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III ECONOMIC REVIEW OF INDIVIDUAL EASTEIiN 
EUROPEAN COUNTRIES : CZECHOSLOVAKIA 

Document: C-1!4(65)41 

and 
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IV. ECONOMIC REVIEW OF INDIVIDUAL EASTERN 
EUROPEAN C O U N T R W  - _POLNTD - 

5, The CHAIRJ!UM recalled that on 24th March, 1965, the 
Council had examined document ~-M(65)18, prepared by the 
Cornittee of Econonic Advisers, s-u.~marising the result of a 
review of the Rou-rianian economy undertaken as part of an exercise 
on the econonies of individual Eastern European countries, 

6. Today, the Council haG~ before it two new documents on 
Czechoslovakia and Poland (C-M(65)41 and C-M(65)42 respectively), 
Both reports conprised a survey of the present econonic situation 
in these countries, viith particular enphasis on future develop- 
ments and prospects for foreign econo1;iic relations, 

7*  If there was any lesson to be drawn from this examina- 
%ion of individual Eastern European countries, which was only at 
its beginning, it seemed to hin thüt it was two-foldr 

(ii) 

first, these countries were still in a very 
fluid state as ï-*egar?-s their economic situation 
and, in particulaT, the reforrn of their economic 
system and theiï attempts to re-orientate, .at 
least to some exten-t, their trade towards the 
West; therefore, the cocclusions of the 
Cornlittee could o u l y  be tentative and the 
situation xv~ould h a ~ e  to be reviewed from time 
to timeg 

secondly, the position of Eastern European 
countries varied a great deal and the possi- 
bilities as well as the limitations of trade 
expansion with them varied also, owing, in 
particular, to diflerences in the political 
and rnilitary baclrgro-uad as well as in the stage 
of economic developnent; perhaps one of the 
rnerits of the exaxiiiation of these countries 
was to show more clcarly than was evident before, 
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that the concept 02 a monolithic '!Soviet bloc" 
was becoming ques%ionable, at least in the 
econonic field; not only was a distinction to 
be made between the USSR, on the one hand, and 
the coun.tries of Easteri? Europe on the other 
hand, but it nu-st also be recognised by NATO 
menbers that among these latter countries there 
was a great variety of situatiorls and prospects, 

8. He invited corments, 

9, The UNITED STATES REPF3SENTAYIVE said that these reports 
by the Conmittee of Economic Advisers, of which there had now been 
three, deserved the nost serious i-terest by the Council, 
particularly in relation to the requirement under Article 2 of the 
North Atlantic Treaty for econonic collaboration arnong the member 
countries, The present two reports gave another striking example 
of the diversity among the Eastern. European. sixtes being brought 
to liglit by the Cornittee in thci? studies of the Eastern European 
economies, While Poland had corne to enjoy a general reputation 
in the West as one of the more liberal of tne Communist nations, 
the study before the Council revealed that in terms of its foreign 
policy - both political and economic - Poland was, by force of 
circumstances, among those C O P I L T ~ U ~ ~ S ~  countries most closely tied 
to the Soviet Union, Put in another fashion, while Poland might 
on the one hand permit somewhat greater-than-average persona1 
freedom for a Communist state, it nas on the other severeby circwn- 
scribed in terms of its external freedom of manoeuvre. 

10, The United Stztes concumed in this findirig, But in 
spite of these important problmis; his Authorities considered 
that opportunities continued to exist for the West in Poland, 
Poland remained the largest, rilost populo~uç, and most strategically 
located East European country, As demonstrated by the new Soviet 
leadership's imrrLediate consultations with Gomulka afte,r 
Khrushchev9s deposition, as well as 5y the wording of the new 
Polieh-Soviet Priendship and F$ut~al Aid Treaty, Poland s 
insistence on prior consu1tation.h: and ''negotiati~ns~' with the USSR 
on European security and German aatters was meaningful, While 
Polandts rôle wae presextly secondary to that of Rouania as a 
restraining influence on the USSR and its relations with the CPR, 
its efforts in this direction ha$- endured for a auch longer period 
and continued to be felt, kirthermore, Poland's large merchant 
narine had kept open its trade relations with the West and to some 
extent helped overcome its geographical limitations, 
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11, In short, while Poland was restricted by her geographic 
position, she appeared determined to exert efforts to reduce this 
strategic limitation, Thus, while the primary sfforts of the 
NATO countries to induce increascd liberalism among the Cornmunist 
countries of Eastern Europe might for the time being show greater 
results elsewhere, the United States did not feel that this 
implied that efforts to promote increased freedom of nanoeuvre on 
the part of the Poles çhould be relaxed, 

12, Finally, he expressed the view that the information 
being brought to the Council's attention in this series of papers 
was highly significant, He could only hope that each permanent 
representative would cndeavour to see that these agreed evaluations 
and recomendations were brought to the attention of policy-makers 
in capitals. The present time nas a transitional era of great 
importance to the future of Western civilisation and he hoped 
nember countries were sufficie;?-tly alert and responsive to inter- 
pret and capitalise upon the diTferences among NATO's opponents 
which the experts were bringing to the attention of the Council, 

13, The GERMAN REPRESENTATI'KE, recalling that it was the 
policy of the Pederal Republic to develop trade relations with the 
countries of Eastern Europe, said that his Delegation had reported 
t o  the Comnittee of Economic Advisers the state of present 
negotiations, 

14, Czechoslovakia had O? al1 East European countries the 
closest political ties with Pankow aad seemed always to be 
prepared to support the interest5 of the Soviet-zona1 régime, 
Recent proofs of this attitude nere the passing on by 
Czechoslovakia of the Soviet-zona1 note of protest against the 
meethg of the Bundestag in. Berlin, the presentation by 
Czechoslovakia of a note of itu own on the sane subject to the 
Western powers (as the only other Comnmunist state apart from the 
Soviet Union), and the activity displayed by the Czechoslovak 
side in favour of the Soviet-zona1 régime and its recognition 
during the officia1 state visit 02 Prim Minister Lenart and 
Foreign Minister David to Inilia ai-icl Egypt in March 1965. 

15, Czechoslovakia was the last of the East European 
countries to consider an exchange of trade missions with the 
Pederal Republic of Germany, at thc end of 1963. After 
preliminary talks conducted i2 a very sluggish manner, negotiations 
on the prolongation of the expired trade agreement and on the 
exchange of trade nissions staited in Bom in December 1964 and 
January 1965, and were continue?. iï: Prague in PeSruary and 
March 196% The head of the Czeehosiovak Delegation, l U r ,  Kohout, 
Deputy Minister of Foreign T r a d e ,  said at the beginning of these 
talks that Czechoslovakia considered retroactive nullification of 
the Munich Agreement of 1958 hy the Pederal Governnent as a 
pre-condition for a complete nornalisation of the relations 
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between t h e  two c o u n t r i e s ,  but  n o t  f o r  t h e  exchange of t r a d e  
miss ions ,  I n  t h e  f u r t h e r  course of t h e  n e g o t i a t i o n s ,  t h e  
Czechoslovak Delegat ion proposed t h a t  t h i s  s ta tement  should be 
made t h e  s u b j e c t  of l e t t e r s  t o  be exchanged between t h e  two heads 
of Delegat ions ,  i , e ,  t h a t  t h e  German s i d e  should confirm i t s  
agreement i n  w r i t i n g ,  The Gerrnan Delegation answered t h a t  an  
exchange of l e t t e r s  on a  pure ly  p o l i t i c a l  s u b j e c t  wi th in  t h e  
framework of a  governn1en.t agreement on economic mat t e r s  was n o t  
considered p r a c t i c a b l e ,  but  t h a t  t h e  Federa l  Republic was w i l l i n g  
t o  e n t e r  i n t ~  German-Ceechoslovak t a l k s  on t h i s  i s s u e  a t  any tirne, 
I n  a  s e p a r a t e  t a l k ,  a p a r t  from t h e  o f f i c i a 1  n e g o t i a t i o n s ,  t h e  
Czechoslovak Delegat ion  was inforined of t h e  Gerrnan l e g a l  view 
concerning t h e  Munich Agreemeat, 

16 ,  It was c l e a r  f r o n  t h e  ve ry  o u t s e t  t h a t  Czechoslovakia 
was p r imar i ly  i n . t e r e s t e d  i n  a nem t r a d e  agreement, Up t o  1964, 
when. Brit ish-Czechoslovak tracle e:rceeded f o r  t h e  f  i r s t  t ime t h e  
volume of German-Czechoslovak t r a d e ,  t h e  Federa l  Republic of 
Germany had been t r a d i t i o n a l l y  Czechoslovakia 's  most important  
Western. t r a d i n g  p a r t n e r ,  The % o t a l  t r a d e  volume i n  both 
d i r e c t i o n s  amounted now t o  about DM, 600 m i l l i o n  per  yea r ,  The 
new l i s t s  of goods prepared during t h e  n e g o t i a t i o n s  provided f o r  
an o v e r a l l  i n c r e a s e  of about 40$, 

17. The main d i f f i c u l t i e s  weii.e caused, a s  had been expected,  
by t h e  ques t ion  mliether t h e  f u t u r e  agreement should a l s o  apply t o  
B e r l i n ,  It appeared during t h e  t a l k s  i n  Prague i n  Pebruary 1965 
a s  though t h e r e  were some pros2ects  f o r  s e t t l i n g  t h i s  ques t ion  
wi th in  t h e  t r a d e  agreeinent , Eoxever, a s  f a r  a s  t h e  agreement on 
t h e  exchange of t r a d e  missions was concerned, t h e  same ques t ion  of 
t h e  i n c l u s i o n  of B e r l i n  remained c l l t i r e l y  open, 

18 ,  When t h e  n e g o t i a t i o n s  ne re  continued i n  t h e  middle of 
March i t  became apparent  t h a t  Csechos lovakiass  p o s i t i o n  had 
v i s i b l y  s t i f f e n e d ,  The Czechoslovak Delegation withdrew i t s  o m  
proposa1 t o  exchange l e t t e r s  on t h e  e l e a r i n g  problem which, f o r  
t h e  t r a d e  agreexent ,  would have o f fe red  an acceptable  b a s i s  of 
d i scuss ion  f o r  s e t t l i n g  t h e  B e r l i n  >roblem, 

19,  With r e s p e c t  t o  t h e  exchange of t r a d e  miss ions ,  t h e  
Czechoslovak Delegat ion pointcd o.ut t h a t  they wished t o  suspend 
a l 1  n e g o t i a t i o n s  on t h a t  s u b j e c t  f o r  t h e  time being,  

20 ,  I n  v i e w  o f  t h i s  s i t u a t i o n ,  the  t a l k s  were de fe r red  " s i n e  
d i e s ' ,  The two Delegat ions agreed t h a t  they  would keep i n  touch 
i n  o rde r  t o  resume t h e  d i scuss ions  l a t e r  on, and t h a t  t r a d e  
r e l a t i o n s  should ~ e z n w h i l e  cont inue u n t i l  t he  conclusion o f  a new 
agreement on t h e  b a s i s  of t h e  l i s t s  of goods agreed i n  1961. 
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21, It seemed that Czechoslovakiaps attitude was partly due 
to a tendency of "wait and seei1 nhether, as a result of the 
development of the Federal Bepublic's Middle East relations, some 
change was in. sight in the present policy of the Federal Republic 
concerning the establishment of relation; with East European 
countries, 

22, In general, his governneat had formed the impression 
that those elements who were more ai'raid than in favour of an 
improvement of the relations nith the Federal Republic of Germany 
had again gained the upper han6 in party circles in Prague; and 
this becsuse of the more pro-Western and anti-Conimunist trends 
arnong their own population, 

2 3 ,  The Pederal Republic intended now to wait until the 
time appeared suitable for a res-umption of the talks, 

24. The UNITED KINGDOM REPIRESENTATIVE welcomed these two 
valuable studies and said that he could approve the conclusions 
of botk. In 1964, in orùer to excourage imports from the 
Eastern European countries, and also fron the USSR, into the 
United Kingdom, his Government had offered to remove quantitative 
restrictions on a wide range of manu-factured and other goods, on 
condition that these countries for their part undertook to avoid 
any action likely to ciisrupt the British market, Czechoslovakia 
and Poland, and also Hungary, accepted these conditions; and 
their exports to the United Kingdom rose in 1964, probably in part 
as a result of the United Kingdoni liberalisation which followed, 
Bulgaria and Roumaaia, and also the USSR, did not accept the 
Vnited Kingdom's con,ditional offer of liberalisation; but 
Bulgaria had subsequently accepted the offer and it was clear that 
Roumania did not finally close the door on the offer, 

25. The BELGIAIg REPRESEATA'PIVE also expressed appreciation 
of these studies, which were valuzble in the possibility they 
provided of adopting a comon Western approach, both to economic 
collaboration as enjoined by Article 2 of the Treaty and to the 
question of East-West exchanges, Be agreed with the United States 
comment that liberalisation in the East European countries did flot 
necessarily correspond to greater f~eeclon of manoeuvre, He asked 
the German Representative nhether, cs previously envisaged, any 
agreement had been reached belvieen the Polish Authorities and 
German industry , 

26, The GEHUB REPRESENTBTIKT said that he had no information 
to add to that contained in paragraph 12 of C-~(65)42. 
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27. The CHAIRMAN, n0tin.g that the reports on Czechoslovakia 
and Poland were based, after a debate by the Cornmittee, on reports 
provided by the Italian and French Authorities respectively, 
expressed his thanks and those of the Council for the valuable 
contributions of these Authorities, He asked the United States 
Representative whether Mr, BallFs reference at the recent London. 
Ministerial Meeting to a United States examination of trade with 
the Eastern European countries(1) might result in a United States 
initiative in the coming months, 

28. The UNIT3D STATES REP,%SXIVTrITIVE said that he would ask 
his Authorities to keep the Couacil informed of developments, 

2 9 .  The COUNCIL: 

(1) took note of the Zconomic Review of 
Individual Easterii European Countries 
on Czechoslovakia (C-M(65)41) and 
Poland (C-~(65)42); 

(2) took note of the statenents made in 
discussion, 

NATO UNCLASSIPIED 

V, DATE OP THE NEXT MEETING 

Wednesday, 26th May, 1965 at 10.15 a.m. (~lenary Session). 

O TAM/NA TO , 
Paris, XVIe, 

(1) Reference C-VR(62)20, page 15. 
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