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Wavs and Means of implementing the Resolutlon (1)
M(60§l@2 on Ald to the Less Developed Member Countries

Report by the Coun01l in Permanent Session

: Since the accession of Greece and Turkey to NATO, the
Representatives of these itwo countries have repeatedly, and
particularly at Ministerial meetings, drawn the attention of their
partners in the Alliance to thelr special economic problems and in
seeking to solve them have appealed to the solidarity between the
member countries in the spirit of Article 2 of the North Atlantic
Treacy, At the end of 1958, Greecce and Turkey submitted a Joint

Memorandum to NATO (C~I (58)172) in which, after setting out their
economic difficultics, they requested the help of their allies.
Following this memorandum, the Committee of Economic Advisers
prepared a report LQ:&(50)9O(Rev1sed), approved by the Council in
February, 1960 (C-R{60)5), recommending tha® the other member
countries facilitate:

(1) According to the terms of this Resolutlon, adopted on the 18th
Decerniber, 1960, the North Atlantiec Council:

(1) noted the importance to the Alliance and to the defence
effort of NATO of economic¢ health and balanced growth in
- its menber countries and the special problems in this
‘connection Taccd by countrles in the course of economic
devclopment; - :

(2) recalled the recommendations made by the Permanent Council
on 17th ﬁeoruary, 1960 (C-R{60)5) with respect to the need
to support the efforts by Greece and Turkey to reach
satisfactory levels of economie development;

{3) instructed the Council of Permanent Reprosentatives to

: . examinc the ways and mcans for p;OVlClﬂo on an adcquate_
basis the economic aid needed by the less-developed v
menber counbtries in the light of the factors in paragraphs
(1) and (2) above and taking into account aid available
from other member countfles or from other international
organizgtions.
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~ .the financing Cf‘programmes for economic devclopment
which might be submitted by Greece and Turkey to the
39801a11s0d 1nternqtlona1 orgwnl sations; :

- the disposal of the trﬂdltlonal exoort nroducts of
these two countries;

~ a better utilisation of tb01r'productlon copacity for
military ecuipment and ﬂmmunltlon, by placing orders
with them. _

At the same time, the Coun01l recommended Greecc and Turkey to
gncourage internal soving, to strengthen their internntional creélt

- gtanging and to uilllse the f”0111t108 of "the ©x xisting ‘international

organizations, AN initisl veport (C-K(61)18) on the measurés token

£o implemeént these recommendations has alrcady been submitted to the
: vOUﬂCll by the Committee of FEconomic Advisers (sce C-R(61)6 ond

2. Furthermorc, NATO has also given considerntion to the
ceconomic situction of Greece and Turkey within the framework of the
AnDuL1 Rev1ew-~ in the che DtOTS on . these two countrlcs, the Inter-

“nationnol Sto ff cmphasised that they are making whet is acknowledged

to be o substantinl contribution to common defence, taking into
account their cconomic difficulties and in particular, the low
standard of living of their peoples. It concluded that, without

“the close co-opecration of their NATO partners, they woula te wnable

simultoneously to maintain an effective partieipation in the defence
of the free world and to provide for the essential expansion of- tnewr

- ceonomy (C iu(60)103, part II).
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3. Lhe Greck nnd Turklsh economies have o number of charoc-—
teristics in common:

- o very low standard of living; the per capita an tlonﬁl
- product is about £300 per onnum in Greece and about

- a high level of under-employment and uncmployment;

- c¢xcessive depcndence on agriculture ond difficultics in
xporting traditional agricultural products (tobacco,
cotton, olive oil, ete.);

- as a result of these cxport diificujtios, trede with the
“oviet bloc has rerched a high level; in 1960, about
22% of Grecce's total Gxoorts went to bloe coun*rlos,
ns against 7.1%, in 19543 the COPVGSDondlng percentage
for Turkcy. has been nearly 12 in 1959;
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#2180 in Turkey {against over £1,100 in the industrianliscd
countries of durope and over 52 500 in the United States);
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~ a neced for foreign capital in crder to balancc their
- external payments and achieve an adequatc level of
investment t0 speed up ‘economic expansion and to

QUE

‘incrcase cxports.,

L, Fevertheless, there are ot present certain notoble
differcnces in the Greek and Turkish economiecs: ‘

(1) Since 1955, Greecc hos succeeded in meintnining o
- satisfoctory financiol siability;. she hos begun the

actunl implemcntation of an ceconomic development pion

.~ Tfor the period 1960-1964 and it is easicr for her thon
for Turkey to raise progressively the stonderd of
-living of her population, which is increasing only at -

- the moderate roate of 0.9%; furthermore, as a result

of Ilengthy and ¢ifficult necgotiations, this country

has now, -subjcct to the necessary parlicmentary ratifi-
cotion, become associnted with the Buropean Fconomic
Community (EEC), which mecans that on the one hond she.
will enjoy & number of advantages in rcspeet of

tariffs and have her exports to the EEC protcected, if
not increcascd (these represont about L5% of hor foreign
trade), and on the other obtain financinl aid amounting
to 2125 million in the form of o five-ycar loan grentcd .
by the Europoan Tnvestment Bank. : D

)

(i1) Turkey, oftcr being subjected to strong inflationary -
-~ Dressurcs until 1959, hos as yet achieved only frail

financisl stability, obtoined at the cost of slowing
down the development of hev reosources;  her balance of ©
bayments position continues to show a substontial -
deficit, still further inereased by the heavy burdens
imposcd by the external debt; the Turkish Government
is preparing o realistic cconomic development nlan with
the help of foreign exports but it is unlikely that
this con be implemented before 1963; in any case, the
efforts of the Turkish authoritics to raise the
standard of living are mode more difficult by the
increase in population at the extremely high rate of
‘nearly 3%, Lostly, the plan for Turkey's association
with the Euroncan Economie Community, which hqs been
suspended for sceverol months, is only now coming up
for re-examination by that Orgonizgotion, presunably on
the basis of the nrcecedent. recently crceated for Greecce,

1

‘ 5. The cconomic difficulties of Grecce and Turkey are of 2ll
the more concern to NATO in thot these two countries are directly
exposed to the cconomic and political threat of the Soviets. In
“this conncetich, thic rate of cconomic growth achicved by the
neighbouring peoples' democroc¢ics during the period 19L9-1958 is
considerably greater than the figures achieved by Grecce (6.2%2 and
more particularly by Turkey {(L.9%). - The rate of growth reported for
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this period is as follows: Bulgaria, 10%, Poland, 9%, Hungary
- over {%, Czechoslovakia, 8%, Although the methods by which such

rates of growth are obtained would not be acceptable in a free
sgclety, the disparity may well have a disquieting effect on
public opinion in Greece and Turkey and encourage a sense of
disgppointment with the Atlantic Alliance, Should they fail

40 receive an adequate amount of external aid to enable them

+0 supplement their own efforts to achieve economic development,

the populations. of these two countries might be inclined to lend a
ready ear to the offers of assistance and of trade put forwdrd by
the Soviet countries with potentially dangerous ¢onsequences for
political stability in the strategically vital area of IATO, In
this respect it may be recalled that the Report of the Committee

of Three stated that the interests of NATO members call for policies

“which will demonstrate, under conditions of competitive coexistence,

the superiority of free institutions in promoting human welfare
and economic progress (paragrarh 61).

b The extent of the ald received by Greece and Turkey since
+their accession to NATO must not, however, be underestimated. The
United States Government in partieular granitcd between 1952 and 1959
military aid amounting to over 2 billion dollars for Turkey and

"1 billion dollars for Grecéce, At the same time, the Development

Loan Fund granted loans of approximately 100 million dollars to
Turkey and 57 million dollars to Greece. In addition, the German

- Federal Republic has also made substantial loans available to these

two countries (DM 318 million for Greece -from 1958 to 1960,

100 million. dollars for Turkey during the same period),. The
International Bank for Rceconstruction and Development (IBRD) of which
these two. countries are mcembers, has granted development loans to
Turkey up to a tctal of approximately 52 million dollars, but has
suspended active rclations with this country in recent years

owing to ecertain differences of opinion which it may be hoped will
shortly be dispelled., As for Greece, the fact that this country
has not so far been gble to resume the long-suspended payments on
its external debt, has prevented the Bank, in view .of the latter!s
‘established policy in this respect, from financing any of that

- country’s ecconomic projects. As rcgerds shorit-term aid, Turkey

has benefited from various credits from the European Fund and, in
particular, a loan of 50 million has been made in December 1960,
In spite of the substantial volume of assistance which has flowed
into Grecce and Turkey from their Western partners, and the economic

_progress which both have made in the last few yecars, the benefit

has prgbab}y been less than it might have been, for want of sufficicnt
co—~ordination of effort, of both creditor and recipient countries on
the basis of a coherent programme of economic development,

7. During rcccnt months, the need for the West to increase

-its aid to the underdeveloped areas of the world has been firmly

stressed in the various capitals. The transformation in process
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of the OEEC into the OECD constitutes in this connection a very
clear recognition, by the industrialiscd countrics of the West,
of the necd to sstablish effective procedurss for the provision
and administration of such aid, Recently, the President of the
United States cmphasised the need for realistic long-term goals
for aid to be dealt with on a multilateral basis, and the
essential need for long—term planning on the part of both
reeipients and creditors. He underlined that aid given on a
piccemeal basis, as it has becn often the case in recent years,
discouraged the recipient countrices from planning ahead, from
mobilising their own resources to the utmost and delayed their
reaching a stage of sclf-sustaining growth. The Development
Assistance Group at their meeting in London from 27+h to 29th March
have approved these concepts: aid must be increased, it must be
provided on an assured and continuing basis, and it must %o a
greater extent take the form of grants or long~term loans on

favourable terms. In this rcspect, the Governments of Grecce and

Turkey consider that they have a high claim on the attention of

their NATO partners, It may e noted also that in India and
Pakistan global cecconomic development programmes covering several
ycars arc being financed through aid co~ordinated between several ”
countrics and the competent international organizations, varticularly
the 1BRD. - g e - “c o S

8. It would seem that such aid procedurcs could be studied
and applicd for the bencfit of the less-dcveloped member countries

- of the Atlantic Community. In these circumstances, NATO, on

account of the prior call of common dofence and its responsibility
for resisting Soviet penetration, can assumc the useful and =
possibly even essential role of catalyser, by bringing togcether
through its mewber countries the parties concerncd and the -
competent international organizations and by ensuring that political
considerations arc given due weight.  After having set in motion
such a mechanism £Or co-ordinating assistance in favour of Grecee
and Turkey, NATO's part would be confined to watching that the

political will necessary for its effective working is maintained.

9, To previde thc broad basis of information required for

4]

this purposc, it is récomacnded thaot a

of three gualificd persons of hig , , 4 .
bs eppoifted by the Seorebary Gentral at his distretion, With the
abproval of Greece and Turkéy. =~ AI1 éxpenses connected with the
Mission, including the fces of its members, would bc borne by
NATO, : .

10. The terms of reference of the Mission‘w@g;d}be:

'(a) to establish the main considcrations justifying the
‘ requcésts by Greece and Turkey for assistance in the
implementation of their economic plans, whether
alrcady drawn up as in the case of Greece, or whether
in the proecss of formulation as in the casc of Turkey;

~5m NATO CONFIDENTIAL
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(b) to make a broad and realistic apprcclation of the
basic conditions for thc balancced ccononic ’
development of Greece and Turkey. This abnreclatlon
should take into account inter alia the resources

- for the implementation of existing or prespective
developnment plans likely to be available both
domestically and from outsidc sources, the nature of
forcign assistance which may be reguirced in thce short
term as wcll as the long term, and the burden for

~their cconomics of the two countries! contributions

- $0 the common defence. The apprccistion might, if
the mission considered this apopropriate, advocatbe
co—~ordination of the c¢fforts to be made by the two
countrics themsclves, by other Western countries

" and by the competent international organlzatlon3°

(¢) to draw up a report as soon as posszblo with a view
" to its considcration by the NATO Council not latcr
than 1st December, 1961. : :

- 11l. 1In carrying out this task, the Mission should make full
usc of information and facilities available within NATO itsclf,

They should also, through the good offices of member_goﬂcrnments,f_
draw on the experlenee and information available in the specialised’

international economic organizations which have alrecady been
active in this field (IBRD, IMF, OEEO/OEGD EMA, FAC and the EEC)
Purthermore, the Mission should have access to- all neccssary
1nformatlon 1n.Greece and Turkey.

OTAN/NATO,
Paris, XVlie,
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