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C-R(66)6 

NATO UNCLASSIFIED 

I. STATEMEMTS ON POLITICAL SUBJECTS 

(Discussed. i n   p r i v a t e   s e s s i o n )  e 

NATO CONFIDENTIAL 

II. RESTRICTIONS ON TIiAVEL T BY ~ SOVIET ZONE liESIDENTS 

Document: C-NI( 66)lZ 

1. The CHAIRP(TX\T said  he  thought   there  was v e r y   l i t t l e  he 
needed t o  say  about   the  report   by  the Chairman o f  the  Committee of 
P o l i t i c a l   A d v i s e r s  o r ,  indeed,  the  attachment,  which was a r ev i sed  
vers ion  o f  t h e   r e p o r t  o n  TTD policy  which had served as a b a s i s  of 
the  Committee’s  review Gf the  TTD system, 

2.  Members o f  the  Council  would  have  noted  that   there 
appeared t o  b e   g e n e r a l   s a t i s f a c t i o n   w i t h   t h e  way i n  which  the 
m o d i f i c a t i o n s   i n   t r a v e l   r e s t r i c t i o n s  on r e s i d e n t s  o f  the   Soviet  
Occupied Zone of Germany agreed t o  i n  1965 ,  h a d ,   i n   p r a c t i c e ,  
worked out.  

3. He asked-  whether  the  Council was prepared t o  take  the 
a c t i o n   r e q u e s t e d   i n   t h e   f i n a l   p a r a g r a p h  of t he   r epor t .  

4. The UPTITED KINGDOM REPRESENTATIVE s a i d   t h a t  he  could 
accept   the   repor t .  The  new f lexible   arrangements   proposed f o r  
pensioners,  which wijuld a l l o w  them t o  t ravel   without   by-passing 
the TITD system,  represented a c o n s i d e r a b l e   r e l a x a t i o n ;   h i s  
Author i t ies   accepted  them on t i le   understanding  that   these  arrange-  
ments  would  be  observed- b y  a l l  NATO coun t r i e s ,  

5. The C H A I U T  noted that  no object ion  had  been  ra ised t o  
th i s   unders tanding  in  the  Cormnittee o f  P o l i t i c a l   A d v i s e r s .  

6. The COUNCIL;  

(1) took  note o f  t he   r epor t   by   t he  Chairman of the  
Committee of P o l i t i c a l   A d v i s e r s  (C-pII( 66)12) ; 

( 2 )  i n v i t e d   t h e   t h r e e  Powers respons ib le  f o r  the  
opera t ion  o f  the  All ied  Travel   Off ice  t o  give 
e f f e c t  t o  t h e   p r o p o s a l s   s e t   o u t   i n   S e c t i o n  C ,  
paragraph 3 ,  and- Sec t ion  D ,  paragraph 5 9  of the  
r e p o r t ;  

( 3 )  no ted   t ha t   t he  TYD system would  be kept  under 
cons t an t   r ev iew  in   t he  Committee of P o l i t i c a l  
Advisers;  

( 4 )  noted  the  statements  by  the  United Kingdom 
Representative  and  the Chairman. 
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C-R( ". 
NATO  CONPIDXNIPIAL 

7. The CHAIRMAN said that  the  committee o f  Economic Advisers 
had, i n   t h e  past ,  occasional ly   submit ted t o  the  Council for i t s  
informat ion   repor t s  on economic  developments i n  Communist China, 

It The p r e s e n t   r e p o r t  C-X(66)7 ccvered  the  period 1 9 6 4  t o  1.965. 
was d i f f e r e n t  f r o m  the  previoGs  reports   s ince i t  had  been  prepared. 
on the basis o f  a special   meeting  held  by  the Sub-Committee on 
Scviet  Economic Po l i cy   w i th   t he   a s s i s t ance  o f  exper t s  f r o m  var ious  
c a p i t a l s .  

8. Prom this shor t   yepor t  it appeared   tha t ,  b o t h  i n  1964  and 
1965,  continuing  progress  had  been  achieved  in C o m m m i s t  China 
t o w a r d s  economic   recovery   a f te r   the   1960  co l lapse ;   ye t   the   gap   in  
terms o f  economic  development  between that  country and the  advanced 
i n d u s t r i a l i s e d   c o u n t r i e s  had widened s t i l l  fu r the r .   I n t ens ive  
e f f o r t s   u n d e r t a k e n   i n   t h e   a t o m i c   f i e l d  by such  an  economically 
backward  country  had  undoubtedly  held  back  expansion  in  other 
sectors .   Trade  re la t ions  between Communist China  and  the USSR had 
by now been  reduced t o  a minimwiz. I n  cont ras t ,   Japan  and. the 
Western   indus t r ia l i sed   count r ies  had increased  the volume o f  t h e i r  
t rade ,   a l though i n  absolute   terms such t rade  represented a 
n e g l i g i b l e   s h a r e   i n   t h e  t o t a l  t r a d e  o f  the  more advanced  countries,  
(For  instance  Japan,  which was i n  l964 the   l ea t i ing   f ree  w o r l d  t rade  
pa r tne r  of Communis t  China,  conducted l i t t l e  more than t w o  per   cent  
o f  i t s  t r ade   w i th  i t s  neighbour.)  

9. He i n v i t e d  cor-ments on the  r e p o r t .  

10. The UNITED STATES l?I3PP;ESENTATIVE said t h a t  h is  Authorit ies 
found th i s   no te   va luab le  and thought   tnat   the   procedure  fol lowed  by 
the  Committee, o f  r e c r u i t i n g  economic expe r t s  f r o m  c a p i t a l s  for a 
s p e c i a l  meeting. o f  the  Sub-Cormittee, was a u s e f u l  one. For over 
f i f t e e n   y e a r s ,   t h e r e  had  been much romantic   discussion o f  Chinese 
Communism. He t hough t   t ha t   t he   r epor t   pu t   i n to   pe r spec t ive   t he  
s i z e  and i r regular ly-developed   qua l i ty  o f  the  Chinese economy, 
While t h e   a v a i l a b l e  data were m o s t  u n r e l i a b l e ,  and es t imates  o f  
popula t ion   might   conta in   an   e r ror  o f  100 mil l ion ,  i t  was probable 
t h a t  China  produced l e s s   t h a n  half t h e  e l e c t r i c  power o f ,  say,  
I ta ly ,  and  only 80% o f  combine6 Belgian and  Luxembourg s t e e l  ou-t-pmt, 
Accordingly,   the  use o f  t he  word  "huge" t o  descr ibe  the Chi.nese 
market would be more c o r r e c t l y   a 2 p l i e d  a t  p re sen t  t o  the  Belgian 
and Luxembourg market. The main quest ion was t o  what e x t e n t   t h e  
assessment   ou t l ined   in   the   no te   could   be  used  for a r e a l i s t i c  
d i scuss ion  o f  t h e   s i t u a t i o n   i n  China  today. 
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11. The BELGIAJJ REPRJlSENTATIVE, p o i n t i n g   o u t   t h a t   t h i s  was a 
v a s t   s u b j e c t  t o  be  covered  in  a. one-page note ,   thought   tha t  this 
was i n e v i t a b l y  a conjectural   stud-y f r o m  which i t  was d i f f i c u l t  t o  
draw conclusions,  He doubted  whether i t  was poss ib l e  t o  ob ta in  
p rec i se  data;  i n  p a r t i c u l a r ,  he  asked  whether  the  population 
est imate  o f  735 m i l l i o n  was any more than a compromise between two  
extreme  estimates o f  poss ib l e  maxii-num and minimum f i g u r e s .  The 
r e a l i t y  o f  t h e   s t a t i s t i c s   a v a i l a b l e  must  be  taken  into  account i n  
any  study o f  C h i n a ' s   p o t e n t i a l .  

1 2 .  The CHAIRnlAN, comlenting on the  Length o f  the   no te ,  
po in ted   ou t   tha t  i t  was a summary o f  t he   r epor t   by   t he  Sub-Committee 
contained i n  AC/127-D/208. 

13. Mr. GREGH, speaking as Chairman o f  the  Committee o f  
Economic Advisers,  said that the   expe r t s   cou ld   no t   be   ce r t a in  o f  
t he i r   f i gu res   s ince   Ch ina   he r se l f  d.id n o t  have  the  necessary data, 
p a r t i c u l a r l y  i n  the  demographic f i e l d ,  The e s t ima tes  made by  the 
exper t s  were n e c e s s a r i l y   t e n t a t i v e ,  

1 4 .  The GERMAN REPRESENTATIVE suggested,   wi th   reference t o  
paragraph 6 o f  C-M(66)7,, tha t  the Committee o f  Economic Advisers 
should examivle even more c lose ly   t he   i n t e rdependence   ex i s t ing  
be tween   t he   Ch inese   e f fo r t s   i n   t he   nuc lea r   f i e ld  and  the  develop- 
ment o f  Ch ina ' s   o the r   e s sen t i a l   i ndus t r i e s ,   such  as s t e e l  
production,  energy  production, a a d  the   chemica l   indus t r ies ,  
espec ia l ly   the   p roduct ion  o f  f e r t i l i z e r ,  He asked  whether 
information  might  be mad-e a v a i l a b l e  i n  time f o r  the  next   meet ing 
o f  the  NATO expe r t s  on the  Far East. 

15.  The CHAIR.MA3 saic? t h a t   t h i s   m i g h t   b e   d i f f i c u l t ,   b u t  that  
he wou ld  r eques t   t he  Committee o f  Economic Advisers t o  t r y  t o  
provide  such  information f o r  t he   expe r t s .  

1 6 ,  The GREEK  REPRESENTATIVE asked  whether  information w a s  
ava i l ab le  on  the  balance o f  payments s i t u a t i o n  o f  China,   including 
g o l d  and foreign  exchange  reservesv It was s t a t e d   i n   p a r a g r a p h  5 
o f  the  note   that   China  had  cont inued t o  pu rchase   l a rge   quan t i t i e s  
o f  g r a i n  from t h e   f r e e  world and had paid o f f  the  debt  t o  the  USSR 
ahead o f  schedule.  He pointed  out   that   the   baiance o f  payments 
aspec t  had po l i t i ca l   consequencesp  

1 7 .  M r .  GREGH said that  the balance o f  payments  question was 
very  important f r o m  t h e   p o l i t i c a l   p o i n t  of  view, but  t h a t  i t  was 
d i f f i c u l t  t o  g e t  a t  t h e   f a c t s .  The Committee o f  Economic Advisers 
had decided some time  ago t o  t r y  t o  draw up a p i c t u r e  of the  
balance o f  payments s i t u a t i o n  o f  t h e  USSR, the  Eastern  European 
coun t r i e s ,  and Communist China; a group o f  expe r t s  would  meet on 
t h i s  ques t ion  o n  10th  February.  

-5- NATO CONFI3ENTIAL 
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18, The UNITED I<INGDOIYI RXPEESENTATIVE said t h a t   h i s  
Author i t ies  had  s tudied  the  note ,  and t h e  repor t   by   the  Sub- 
Committee, w i t h   g r e a t   i n t e r e s t .  Given   the   d i f f icu l ty  of ob ta in ing  
r e l i ab le   i n fo rma t ion ,  i t  was g r a t i f y i n g   t h a t   t h e  Committee had  been 

I n t e r n a t i o n a l  Staff on the   h igh   qua l i t y  o f  t h e i r  work i n   p repa r ing  
these  documents,  which  should p r o v i d e  a valuable  basis f o r  the  
forthcoming  study o f  Ch ina ' s   po ten t i a l .  

8 ab le  t o  reach   th i s   degree  of consensus. He congratulated  the 

19. The ITALIAN REPRESENTATIVE said t h a t   h i s   A u t h o r i t i e s  
found  the  report  a va luable  one and  had  provided  supplementary 
information  which he  would f o r w a r d  t o  t h e   I n t e r n a t i o n a l  S t a f f .  

20. The COUNCIL:  

(1) took  note of document C-M(66)7 on Economic 
Deve1opmex;ts i n  Communist China i n  1964 and 
1965; 

( 2 )  noted  the  s ta tements  made in   d i scuss ion .  

NATO CONFIDENTIAL 

I V .  REVIEW OF THE ECONOMIC SITUATION AND TRADE POLICY OP ALBANIA 

Document: C-Il( 66)  6 

2 1 .  Th.e CHAImW,reca l l ed   t ha t  o n  24th November, 1965,  the  
Council  examined a consolidated.  r e p o r t  rev iewing   the   resu l t s  of a 
nwnber o f  studies  undertaken  by  the Sub-Committee on Soviet  
Economic Pol icy   wi th  a view t o  pool ing ,   wi th in  NATO, information 
on the   cur ren t  economic s i tua t ion   i n   Eas t e rn   European  Communist 
count r ies  e 

22. The present   repor t   covered  a country  which  had a s p e c i a l  
p o s i t i o n  amongst  European Communis t  coun t r i e s  owing t o  i t s  s i z e ,  
economic  backwardness,  and  close  political  and  economic  links with 
Communist China. The conclusions of t he   r epor t  made it  c l e a r   t h a t ,  
while  the  measures  suggested f o r  loosening  the  economic  t ies  of the 
other   Eastern  European c o u n t r i e s  w i th   t he  USSR would  be i r r e l e v a n t  
in   the   case  of Albania,  i t  would, n e v e r t h e l e s s ,   n o t  be a g a i n s t   t h e  
long- te rm  in te res t  of t he  West t o  explore   fu ture  p o s s i b i l i t i e s  of 
deve lop ing   t he i r   economic   r e l a t ions   w i th   t h i s   coun t ry .  

23 .  He i n v i t e d  comments. 

24. The TURKISH EPR3SENIPATIVE r e f e r r e d  t o  t he  l a s t  comment 
voiced  by  the  Chairman and f e l t   t h a t   t h e r e   m i g h t  be a con t r ad ic t ion  
between a short- term  pol icy o f  ignoring  Albania  and a long-term one 
o f  i nc reas ing ly   i nc lud ing  i t  i n t o   t h e   p o l i c y   p r e s e n t l y  pursued. 
v i s -à -v is   the   o ther   Eas te rn   European   count r ies .  
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25. He had  the  impression "chat the   r epor t  seemed t o  have 
taken i n  c o n s i d e r a t i o n   m a i n l y   p o l i t i c a l   f a c t o r s .  To h is  mind, 
p o l i t i c a l  and  economic f a c t o r s  were s o  c l o s e l y   i n t e r r e l a t e d   i n  
underdeveloped  countr ies   that  it was impossible t o  base   one ' s  
a t t i t ude   t owards   t hese   coun t r i e s  o n  e i t h e r  of t h e s e   f a c t o r s  
separa te ly .  

26. The r i g i d   a t t i t u d - e  o f  t he  Hoxha  rggime  and  the  close 
a l l eg iance  o f  Albania -to Cornnux i s t  China should not   discourage  the 
West f r o m  t r y i n g  t o  f ree   Albania  f r o m  the   in f luence  o f  Communism. 
Af te r  a l l ,  coun t r i e s  like Rumania and  Poland  and  even  Bulgaria  had, 
a t  the  beginning,   very  s t r ic t   r6gimes  and  were  very  c losely  l inked 
t o  t he  USSR b u t ,   i n  spi.-te o f  tha t ,   t i l ey  .were moving now gradual ly  
t o w a r d s   p o l i t i c a l  and  economic l i b e r a l i s m .  H i s  Author i t ies   thought  
t h a t  as fa r  as Albania was concerned, it was w o r t h  while t o  f o l l o w  
economic p o l i c i e s  similar t o  -the ones  decided on f o r  Eas t e rn  
European  countries. 

27. The IIIIALIM FEPlEESEWl!ATIVE'said t h a t   h i s   A u t h o r i t i e s  
considered t h i s  a ve ry   u se fu l   r epor t ,   dea l ing  as it d id  with a 
country  which,  though small, was important  because o f  i t s  h i s t o r y ,  
i t s  support  for Marxist dogna,  and the  f a c t  t h a t  it was the   only 
European s a t e l l i t e  o f  Communist China.  Since  Albania  might  have a 
c e r t a i n   r s l e  t o  p l a y   i n   t h e   f u t u r e ?  i t  was wor th   paying   a t ten t ion  
t o  developments in  that  c o u n t r y ,   p a r t i c u l a r l y  in the economic 
f i e l d .  It was noteworthy that  Albania 's   or thodox Marxism was 
i l l o g i c a l  for such a p o o r  and small country.  

28. Albania had recen t ly   no rma l i sed   r e l a t ions  with Poland 
and 8190 ,  it appeared, with t h e  USSR, She might now f i n d  it i n  hey  
i n t e r e s t  t o  open the   door  t o  contac ts   wi th   count r ies   ou ts ide   the  
Communist world,   In   view o f  this, I t a l y   i n t e n d e d  t o  maintain,  and 
where possible   develop,   her   preseEt   modest  economic contac ts  with 
Albania. 

29. The GRBEK RBPIIESENTA!i!ITJE s a i d   t h a t   t h e   r e p o r t  would  be o f  
g r e a t   i n t e r e s t  t o  h i s   Author i t ies .   Greece  had a common f r o n t i e r  
b u t  no d i p l o m a t i c  r e l a t i o n s  with Albania,  a cormtry  which  had  never 
had an independe3t  policy  bu3  had  always  been 3-n the  o r b i t  o f  one 
or o t h e r   g r e a t  power, (1) He thought tha t  it would be almost 
impossible f o r  Albania t o  become independent,  and t h a t  o f  t he  two 
ev i l s ,   Russ i an  o r  Chinese  influence on Albania,  it was perhaps  the 
l a t t e r  which was t h e   l e s s e r   e v i l  f o r  t h e  V?esti 

30e The COUNCIL: 

(1) noted   the   repor t  b the  Couunit.l;ee o f  Economic 
Advisers ( C-:! i ( 6 6  ) 6 3; ; 

( 2 )  noted  the statemen.-t;.; made i n   d i s c u s s i o n ;  and 
agreed  with a suggest ion by  the  Chairman t o  
r e f e r  them t o  t h e   P o l i t i c a l   a n d  Economic 
Advisers  Comnittees f o r  f u r t h e r   s t u d y .  

(I) Indeed,   the   quest ion was t o  know who the   rea l   ne ighbour  was;, 
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( a )  The Continuing,, Need for I n f r a s t r u c t u r e  

Documents: SGM-31-65 
C-M( 65) 83 and  Corrigendum 

( b )  D e f i n i t i o n  o f  I n f r a s t r u c t u r e  

Document;: C-M(65)84 

( c )  Ikil i tary Impl ica t ions  o f  the  Delays i n  Financing of NATO 
Common I n f r a s t r u c t u r e  

Document: SGN-411-65 

31. The C U I -  said that  the  Council  now had  before it a 
number o f  in terconnected  documents   regarding  the  Infrastructure  
Programme f o r  1965 t o  1969  (Slices.XV1 t o  XX) .  

32. A s  the   Counci l  was aware, th is  s tory  had a happy ending, 
bu t   before  coming t o  t h a t ,  it was des i r ab le  that  the  Council s h o u l d  
be  reminded o f  t h e   e a r l i e r   c h a p t e r s  o f  t he   s to ry .  He suggested 
th i s   course   no t   on ly  f o r  the  sake o f  good o rde r ,   bu t  a l s o  s o  that  
i t  might  be  clear that  the  cost-sharing  agreement  had  been  reached 
i n   f u l l  cognizance o f  the   mat te rs   b rought  t o  t h e   C o u n c i l ' s   a t t e n t i o n  
i n   t h e  documents l i s t e d  i n  the  Council  Agenda under  Item V(a), ( b )  
and ( c ) .  

33. He therefore   began  with  the  motion  by  the  Mil i tary 
Cornmittee on the  cont inuing  need for I n f r a s t r u c t u r e  (SGM-31-65). 
The Council a t  i t s  meeting on 26th May, 1965 ,  had i n s t r u c t e d   t h e  
I n f r a s t r u c t u r e  Committee t o  exanline a number o f  problems  ra ised  by 
t h i s   m o t i o n   i n   r e g a r d  t o  t h e   f u t u r e   I n f r a s t r u c t u r e  Programme. The 
Committee 's   report  - C-M( 65)83 - which, he understood, was now 
unanimous, dea l t   w i th   t hese   po in t s  as far as  was poss ib le .  However, 
both this  r e p o r t  and   the   Mi l i ta ry  Committee motion  had  been  over- 
taken by the  recent   cost-shar ing  set t lemenk,   and were in   themselves  
des igned   pr inc ipa l ly  t o  encourage  agreement on a cost-sharing 
formula.   In  due course ,   the   J i I i l i t a ry   Author i t ies  and the 
I n f r a s t r u c t u r e  Committee  would b r i n g  t o  the  Council for t h e i r  
approval   the programme proposed f o r  execution,  and would seek  any 
dec is ions  deemed necessary  for the i r   ach ievement .   In   the  
e l abora t ion  o f  the  programmes, c lose  touch would  be kept   with  the 
development o f  t h e   d i s c u s s i o n s   i n   t h e  Defence Planning Committee 
and the  Defence  Planning Working Group. 

34 .  He t h e n   i n v i t e d   t h e   a t t e n t i o n  o f  the  Council  t o  C-M(65)84, 
a report   by  the  Act ing Chairman o f  t h e   I n f r a s t r u c t u r e  Committee, 
which was i n   t h e   n a t u r e  o f  a by-product o f  t h e   I n f r a s t r u c t u r e  
Committee 's   previous  report .  The  new d e f i n i t i o n   c f   I n f r a s t r u c t u r e  
(he re  he quoted f r o m  the  report) "is mainly concc;~-r~c:d to take Ticcount 
o f  the  changes  which  have  occurred as a r e s u l t  o f  Council   decisions 
made s ince  C-M(53)63 was approved; it conta ins  no new proposals 
wi th   regard  t o  the  sccpe o f  ITAT0 Common I n f r a s t r u c t u r e " .  
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35. The Council was i n v i t e d  t o  a prove C-M(65)84 i n  

replacement o f  t he  o l d  d-ocument C-M(S3 P 63. 

36.  Continuing,  he said that   the   Mil i tary  Commit tee/Standing 
Group's memorandum - SGM-411-65 - po in ted   ou t   t he   mi l i t a ry  
impl ica t ions   der iv ing  from de lays   i n   t he   f i nanc ing  o f  S l i c e  XVI. 
The Council  had, o f  cou r se ,   been   fu l ly  aware o f  t he   v i t a l   impor t ance  
from the mil i tary,  a s  f rom,  indeed, a l l  p o i n t s  o f  view, o f  achieving 
an   ea r Iy   so lu t ion  t o  the  problem o f  cost-sharing;  and  he  thought he 
need  only  say  that   the   Counci l 'was  very happy t h a t  t h i s  matter  had 
now b e e n   s e t t l e d ,  and  express   the  Counci l ' s  hope that  h o s t  count r ies  
would begin t o  implement t h e   S l i c e  XVI p r o j e c t s  as quickly as 
poss ib l e ,  

37. The a c t i o n  now requested o f  the  Council  was t o  note  the 
documents SGM-31-65, C-M(65)83 and SGM-411-65, and  t o  approve 
document C-M( 65 )84  in  replacement o f  C-M( 53)63 

38. . The  PORTUGUESE  REPRESENTATIVE said t h a t  he c o u l d  approve 
C-M(65)84 s u b j e c t  t o  confirmation. With re ference  t o  Annex II t o  
SGM-31-65, he asked  whether   the  es t imate  f o r  War Headquarters  took 
into  account   requirements  f o r  IBERLANT. 

39. The CHAIRNIAN confirmed  that   account  had s o  been  taken. 

40. The CANADIAN REPXESENTATIVE said t h a t  he  could  take  the 
a c t i o n  now requested,  with the  fol lowing comments. He agreed  with 
the  Chairman t h a t   t h e  documents  under ( a )  had now been somewhat 
overtaken  by  the  recent   cost-shar ing  set t lement ,   but  h is  
AuthoTit ies   were  s t ruck  by  the  pr ior i ty   between  Sl ices  XVI and XVII 
on the  one hand, and S l i c e s  XVIII t o  XX on the   o ther .  It was 
recogn i sed   t ha t   S l i ces  XVIII t o  XX would r e f l e c t   t h e   f o r c e   p l a n n i n g  
requirements.  The es t imate  f o r  S l i c e s  XVI t o  XVII was approximately 
g113 m i l l i o n  and t h a t  for S l i c e s  XVIII t o  XX approximately &l15  
mi l l i on ,   i . e .   r ough ly  S38 m i l l i o n  f o r  each of t h e   l a t e r   S l i c e s .  
He had been   ins t ruc ted  t o  d r a w  t h e   a t t e n t i o n  o f  the   Counci l   to  this  
and t o  ask  whether  the NATO RIi l i ta ry   Author i t ies  would consider  
reviewing  the f i r s t  two o f  t he  Slices i n   r e l a t i o n  t o  the  l a s t  three,, 

41. He had no comment on the  documents  under  (b)  and  (c). 

42. M r .  CHASE ( C o n t r o l l e r  for I n f r a s t r u c t u r e )   e x p l a i n e d   t h a t  
S l i c e  XVII had not   ye t   been   sc reened  and tha t   t he re fo re   t he re   migh t  
be  changes i n  i t .  S l i c e  XVI had already  been  approved. However, 
the   Mi l i ta ry   Author i t ies   conducted  a constant  review o f  S l i c e s  
under way, and  could  propose  changes  by way o f  postponement o r  
d e l e t i o n  o f  p r o j e c t s ,   i n   t h e i r   a n n u a l   I n f r a s t r u c t u r e   r e p o r t s .  

43. The C€€AIII1vIAN sugges ted   accord ingly   tha t   the  Military 
A u t h o r i t i e s   b e a r   i n  mind the  comnlent by  the  Canadian  Representative, 
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C-R(66)6 

44. 

(d l  

45. 

The COUNCIL : 

(1) noted  the  2-ocunents sGn~-31-65 C-M( 65)8? 
and Corrigendum,  and SGM-411-65; 

( 2 )  subject  t o  confirmation by  the  Portuguese 
Representative  approved C-M( 65)84 i n  
replacement o f  C-M( 53)  63 ; 

( 3 )  no ted   the   s ta tement   by   the  Canadian 
Representa t ive .  

Cost-sharing o f  t h e   I n f r a s t r u c t u r e  Programme and "llitaryl 
Budgets - Reports  o n  the   Plenipotent iary  Meet ing of 
20th and 2 1 s t  January, 1966 

Document: C-M( 66)lO and Corrigendum 

The CHAIRMAN r e c a l l e d  that .  a t  i t s  meeting o n  1 4 t h  t o  
16 th  December, 1965,  the  Council  o f  Min i s t e r s  had agreed t o  Tefer 
the   Secre ta ry   Genera l ' s   p roposa ls  f o r  the   cost-shar ing of t he  
Inf ras t ruc ture   Progra-me and X i l i t a r y   B u d g e t s   ( c i r c u l a t e d  as 
P0/65/610) t o  a spec ia l   h igh- leve l   meet ing  empowered t o  g ive  a 
f ina l  so lu t ion  t o  these  long-standing  quest ions.  

46. This meeting was h e l d  on  20th and 2 1 s t  January,  1966 
under  the  Chairmanship o f  t he  Deputy  Secretary  General. A l l  were 
g r a t i f i e d  t o  l e a r n  tha t ,  thanks t o  t h e   s p i r i t  o f  f l e x i b i l i t y  and 
goodwill   which  prevailed a t  this meeting, as was f i t t i n g  i n  t h e  
NATO Organizat ion,   complete   wccess  was reached and a so lu t ion  
acceptable  t o  a l l  de l ega t ions  was f o u n d  f o r  the t w o  cost-shar ing 
problems. 

47. He wished  personal ly  t o  express  h i s  a p p r e c i a t i o n  o f  t h e  
great   co-operat ion shown by a l l  de lega t ions ,  and his  p r a i s e  f o r  t he  
s k i l l ,   p a t i e n c e   a n d  good hutrlour o f  t he  Deputy Secre ta ry   Genera l ,  
which had cont r ibu ted  t o  t h i s  success .  

48. The summary record. o f  the  meeting had been   c i r cu la t ed  
under  reference P0/66/44, but  the   dec is ions   reached  had a l r eady  
been  published i n  the  Annex t o  document C-M(66)10 and Corrigendum. 
These decisions  were  accompanied  by a number o f  f o r m a l  s ta tements  
i n  which  the  delegations  concerned had expressed   the i r   unders tanding  
o f  the  agreements  reached o r  t h e i r  hope tha t  t h e   s p i r i t  o f  g o o d w i l l  
i n  which  they had accepted an inc rease  i n  t h e i r   f i n a n c i a l   b u r d e n  
would be  matched  by an equa l   w i l l i ngness  t o  u n d e r s t a n d   t h e i r  own 
p o s i t i o n  on cer ta in   problems  they  were,  or would be ,   fac ing   main ly  
i n  t h e   f i e l d  o f  I n f r a s t r u c t u r e .  

49. He now invi ted   the   Counci l  t o  tu rn  i t s  a t t e n t i o n  t o  t h e  
cover  note t o  C-M(66)10, paragraph 3 o f  which s e t  ou t  t he  f o l l o w - u  
ac t ion   r equ i r ed  o f  the  Counci l ,  and i n  par t icu lar   sub-paragraph  ( 3  P 
which  proposed a number o f  decis ions t o  c o v e r   c e r t a i n   a n c i l l a r y  
a spec t s  o f  the I n f r a s t r u c t u r e  and Mi l i ta ry   Budgets   cos t - shar ing  
agreements. He asked  whether  the  Council   could  accept  these 
proposals.  
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C-R(66)6  

50. The TURKISIl IUPRESENTATIVE said that  he  approved a l l  the 
documents  under  Item V of t he  Agenda. He noted with p leasure  
paragraph 8 ( d )  o f  document  C-l%(66)10  recommending that  the  Council 
r e f e r  t o  the  appropriate  body  the  problem of opera t ion  and 
maintenance c o s t s  of NATO I n f r a s t r u c t u r e   i n s t a l l a t i o n s  on the  
t e r r i t o r i e s  o f  c e r t a i n   c o u n t r i e s  of t he  Alliance.   Given  the 
p a r t i c u l a r   n a t u r e  o f  the  problem, he  wished t o  s t a t e   t h a t  he 
intended t o  r e t u r n  t o  t h i s   q u e s t i o n   i n   t h e   C o u n c i l   i n   t h e   n e a r  
fu tu re  

51. The CAXADIAN €UWBJ3SENTATIVE said that   the   agreements  
reached  had  been  correct ly   recorded  in   the Annex t o  C-l\lr(66)10. AS 
regards   the  s ta tement   by  the  Canadian  Representat ive  recorded  in  
paragraph 8(b) he c i r cu la t ed   t he   fo l lowing  amendment,  which 
corresponded more e x a c t l y  t o  what  had  been said,  and  which  he 
invi ted  the  Counci l  t o  no te .  

"The Canadian  Representative  underlined  the  unique 
p o s i t i o n  of  Canada i n  t h a t   t h e  whole o f  i t s  con t r i -  
bu t ions  t o  NATO Common I n f r a s t r u c t u r e  t o  d a t e  
c o n s t i t u t e d  a ne t   ou t f low o f  foreign  currency  without  
any  compensat ing  receipts ,  and the  concern of h i s  
Government for the  impact o f  t h i s   s i t u a t i o n  on h i s  
count ry ' s   se r ious   ba lance  o f  payments  problem. His 
Government intended t o  seek  the  co-operation o f  o the r  
NATO governments  in  renedying this s i t u a t i o n .  He 
hoped tha t   sympathe t ic   cons idera t ion  would be given 
t o  f a c i l i t a t i n g  Canadian i n d u s t r i a l   p a r t i c i p a t i o n   i n  
the  execut ion o f  NATO In f r a s t ruc tu re   works ,  p o s s i b l y  
by  the  adopt ion,   wherever   pract icable ,  f o r  f u t u r e  
l a r g e   I n f r a s t r u c t u r e   p r o j e c t s  o f  production-sharing 
mrangements on t h e   g e n e r a l   l i n e s  of those  adopted, 
for  example,  f o r  the  NADGE p r o j e c t . "  

52. Continuin , he said t h a t  he  had a general   observat ion t o  
make  on paragraph 3 7 3 ) A .  His Authori t ies   doubted  whether   the  act ion 
recommended here  was comple t e ,   s ince   t hey   f e l t   t ha t   t he   cos t - sha r ing  
agreement was based on  lump sua amounts,  whereas  the  consequential 
a c t i o n  would  have t o  refer-  t o  percentages.  

53. The CHAlRMAN said that t h i s   p o i n t  would  be d e a l t   w i t h  iq  
the  Payments  and Progress  and Military  Budget  Committees. 

54. The CANADIAN REPRESEMTAYIVE f u r t h e r  commented t h a t   h i s  
Au thor i t i e s   cou ld   accep t   t he   o r ig ina l   t ex t  of   paragraph  3(3)A(i i )  
b u t   n o t   t h e  Corrigendum now proposed t o  it, since  they  considered 
t h a t  it introduced a new element  by  providing f o r  t h e   i n s e r t i o n  o f  
a d d i t i o n a l   p r o j e c t s   i n t o  old. Slices  through  the  use o f  savings.  
He could   no t   accept   th i s   idea   wi thout  a f u l l   s t u d y   b y   t h e  
I n f r a s t r u c t u r e  Committee of i t s  imp3 ( ca t ions .  

55. The CHAIRMAN acco rd ing ly   sugges t ed   t ha t   t h i s  sub- 
paragraph  be  referred t o  -the I n f r a s t r u c t u r e  Committee, 
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56. The UNITED STA!TES REPRZSENTATIVE sa id   t ha t   wh i l e  sub- 
paragraphs 3 (1) and- ( 2 )  were a suullllary of what  had taken  place a t  
the  meeting o f  P len ipoten t ia r ics ,   sub-paragraphs   3 (3)A and B ,  and 
paragraph 4 had no t   been   d i scussed   fu l ly ,  or i n  some cases  a t  a l l ,  
by   the   P len ipoten t ia r ies .  They t h e r e f o r e   r e q u i r e d   d i f f e r e n t  
Counci l   act ion f r o m  tha t  in  connection  with  sub-paragraphs 3 ( l )  and 
( 2 )  . He could  agree t o  sub-paragraph 3 ( 3 ) A ( i )  , the   p rovis ion  of a 
10% contingency  fund. However, the  p r o p o s a l  in  sub-paragraph 
3 ( 3 ) A ( i i )  whether   in  i t s  o r i g i n a l  f o r m  o r  as conta ined   in   the  
Corrigendwn,,was a p roposa l   r equ i r ing   fu r the r   ana lys i s   be fo re   any  
Council   decision. He reca l led   the   Uni ted   S ta tes  p r o p o s a l  f o r  a 
" g u i l l o t i n e " ,  which was n o t   r e f l e c t e d   h e r e  and which  had n o t   y e t  
been  taken u2 by t h e   I n f r a s t r u c t u r e  Committee. The Council  should 
be   g iven   de ta i led   f igures  and a s ta tement  o f  t h e   p r o j e c t s   d e l e t e d  
o r  suspended. He therefore  agreed  with  the  Canadian  Representative 
tha t   t h i s   ques t ion   cou ld  not now be  considered  by  the Counc i l .  

57. Sub-paragraph.3(3)A(iii) was a p r o p o s a l  that  the  Council 
should  package a l a r g e   v a r i e t y  o f  documents, many of  which it was 
d i f f i c u l t  t o  i d e n t i f y ,  and  approve them again.  He thought   tha t   the  
I n f r a s t r u c t u r e  Committee should   ind ica te  t o  the  Council  which  were 
the  documents  concerned,  which  were  obsolete, and  what e x a c t l y   t h e  
C o u n c i l  was now asked t o  agree t o .  He would  be s u r p r i s e d   i f  a l l  
the  agreements  in  question  were  considered as app l i c sb le  t o  the 
n e x t   f i v e   S l i c e s .  

58. Commenting on paragraph 4? he r e c a l l e d   t h a t  a t  the  meettng 
o f  P l e n i p o t e n t i a r i e s  he  had said t h a t   i f  i t  was proposed t o  have a 
s ingle   percentage f o r  t he   t h ree   budge t s ,   C iv i l ,   Mi l i t a ry  and 
In f r a s t ruc tu re ,   t hen  he was prepared t o  reach  an  agreement. However, 
it had  been  pointed  out  that   the  Civil   Budget  cost-sharing  formllla 
d i d  no t  come wi th in   t he  competence  of  the  meeting. I f  it was now 
suggested  that   th is   formula  should be a l igned  on t h e  agreed new 
formula f o r  Nil i tary  Budgets ,   he  would  be forced t o  re-open  the 
agreement   reached  by  the  Plenipotent iar ies .  The United  Sta.tes  view 
was t h a t  one could as w e l l  propose  that   the   Mil i tary  Budget   formula 
might  be  aligned on t h a t  f o r  the   Civi l   Budget .   I f   the   formula f o r  
the  Civi l   Budget  was t o  be  reviewed! it could  not  be  reviewed  in 
i s o l a t i o n  f r o m  the   o ther   ques t ions   Involved .  

-A 

59. The UNITED KINGDOM REPRESENTATIVE r e c a l l e d   t h a t   t h e  
P l e n i p o t e n t i a r i e s  had ag reed   t ha t   t he   po in t s  made by  delegat ions 
should  be  recorded. The proposa l   in   paragraph  4 had  been made by 
the  United Kingdom, ana  should  remain on record.  He e a r n e s t l y  
hoped tha t   t he   s e t t l emen t   yeached   by   t he   P l en ipo ten t i a r i e s  would 
n o t  be c a l l e d   i n   q u e s t i o n .  

60. Af te r  some d i scuss ion  o f  t h i s   p o i n t  it was agreed that  
paragraph 4 should  be amended by   rep lac ing   the   phrase   " the   ques t ion  
as t o  whether"  by  "the p r o p o s a l  by one de lega t ion   tha t" .   This  
d r a f t i n g  would n o t   i n   a n y  way prejudge  the  study  proposed. 

( A t  t h i s   p o i n t   t h e   C h a i r  was taken  by  the  Deputy  Secretary 
General). 
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61. The G E W  REPR3SENTATIVE said t h a t  the  document  had  been 
issued on 1st  February  and t h e  Corrigendum  received on 7th  February,  
containing t w o  new drafts. He asked for an  explanat ion o f  the  
reasons  behind  these  changes. He a l s o  asked  the  Canadian 
Representat ive t o  explaiil t n e   r e a s o n s   f o r   t h e   r e v i s e d   t e x t  he  had 
presented t o  the  Council. 

62. The  CHAIRMAB said t h a t   t h e   o b j e c t  of t he  Corrigendum was 
t o  take  account o f  comments by  delegat ions on C-TVi(66)lO. The 
Corrigendum  had  been  agreed  with  the  delegations  interested. He 
thought   tha t   the   Canadian   rev ised   tex t  was nea re r  t o  what  had 
ac tua l ly   been  said. 

63. The CANADIAN REPRESEMTATIVE c o n f i r m e d   t h a t   t h i s   t e x t  was 
considered a more appropr i a t e  one f o r . t h o  record.  

64. The NETHERLANDS IiEPRESENTATIVE thought  that   the  Canadian 
r e v i s e d   t e x t  was n o t   n e c e s s a r i l y   n e a r e r   t h e   t r u t h .  Commenting on 
the words "unique  posi t ionff ,   he   thought   that   any  country  might  
argue  that  i t s  p o s i t i o n  was unique. The re ference  t o  %ithout   any 
compensating  receipts" was n e i t h e r  a record o f  what  had  been said 
nor  a s ta tement  o f  t h e   f a c t u a l   p o s i t i o n ,   s i n c e  Canada  had bene f i t ed  
from In f ra s t ruc tu re   sub -con t rac t s .   Fu r the r ,  he f e l t   t h a t  NADGE- 
type   a r rangements   in te r fe red   wi th   the   p r inc ip le  o f  i n t e r n a t i o n a l  
competit ive  bidding and  moreover  might  adversely  affect   speedy 
implementation o f  u rgent  p r o j e c t s .  H e  hoped t h e r e f o r e  that  it was 
n o t  t h e   i n t e n t i o n  t o  apply  these  arrangements as a g e n e r a l   l i n e  for 
the   fu ture ;   they   should   ra ther   remain   an   except ion   than   be   used ,  i n  
the  w o r d s  o f  the   Canadian  s tz tement ,   "wherever   pract icable" ,  

65. The CANADIUT REPRESENTATIVE said t h a t   i n   t h e  f i r s t  p lace ,  
the  text   should  be  taken as a s ta tement  of n a t i o n a l   p o s i t i o n  and 
n o t  as one which  had  been  approved  by  the  meeting.  Canada  had  been 
t r y i n g  f o r  t he  l a s t  t w o  yea r s  t o  show t h a t  she was i n  a 5mique 
p o s i t i o n f f .  He sugges t ed   t ha t   t he   r e f e rence  t o  "compensating 
receipts ' f   might   be amended t o  read  '?compensa.ting  inflow". The 
words ' 'wherever   pract icable"  were con ta ined   i n   t he   o r ig ina l  d raf t  
o f  C-M(66)10 and re f lec ted   what  had ac tua l ly   been  said (paragraph 44 
of PO/66/44) 

66. The GERMAN R3PRESENTATIVE welcomed the  proposed amendment 
([ 'compensating  inflowi9) e 

67. In   conclusion,   the  COUNCIL: 

(1) took n o t e  o f  the  agreements  reached  between 
governments on 21st January,  1966 regard ing  
the  cost-shar ing o f  I n f r a s t r u c t u r e   S l i c e s  XNI 
t o  XX and o f  the   Mi l i ta ry   Budgets  f o r  t he  
yea r s  1965 onwards, as l a i d  dovm in   paragraphs  
3 9  5 ,  6 and 7 o f  t h e   r e p o r t  a t  Annex t o  
C-M(G6)lO and  Corrigend-urn; 
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noted  the formal s ta tements  made by  the  Delegations 
o f  Canada, France,  Germany, Greece,  the  Netherlands, 
Turkey and the  United Kingdom, as s e t   f o r t h  i n  
paragraph 8 o f  -the l-eport ,   the  Canadian  statement 
having  been amended- i n  t h e   l i g h t  o f  the   p resent  
d i scuss ion;  

agreed t o  take a l l  necessa ry   ac t ion  t o  implement 
the  agreements  reached, and that a l l  e x i s t i n g   r u l e s  
with regard t o  Inf ras t ruc ture   should   apply  t o  
S l i c e s  XVI t o  XX unti l   modif ied;   and  requested  the 
In f r a s t ruc tu re   Cormi t t ee  t o  make recommendations t o  
the  Council  as regards  any  modification  which it 
might deem d e s i r a b l e ;  

agreed that  the   cos t - shar ing   forEula   se t   ou t   in  
Annex I t o  C-M(55)70 no longer   appl ied  t o  t he  
Mi l i ta ry   Budgets  as f r o m  f i s c a l   y e a r  1965; 

agreed t o  r e f e r  t o  t he   Spec ia l  Working  Group on t h e  
Financing and Imputation of Common M i l i t a r y  
Expenditures  the  proposal  by one de leg&ion  tha t  
the  cost-sharing  formula f o r  the  Civilian Budget, 
a t  present  l a i d  down i n  Annex I t o  C-M(55)70, should 
be  a l igned on the  agreed new formula for M i l i t a r y  
Budgeis. 

NATO UNCLASSIFIED 

V I .  APPOIN!I!MENT  OF FINANCIAL CONTROLLER, INTERNATIONAL STA.FF 

Document 2 P0/66/47 

68. The C H A I R l l W  s a i d  that  i n  P0/66/47 the  Secretary  General  
had  suggested two dec is ions  t o  take:  t o  extend M r .  Bastin 's  
appointment f o r  a fu r the r   t h ree   mon ths ,   un t i l  3lst  May, 1966, and, 
secondly,  t o  appoint  h i s  successor.  Of these  t w o ,  the   ex tens ion  o f  
M r .  Bastin 's  term o f  o f f i c e  was the   on ly   ac t ion   proposed   for   today ,  
whi le   consul ta t ions  with regard t o  the   success ion  would c a r r y  on i n  
t h e   e a r l y   f u t u r e .  

69. The COUNCIL: 

agreed t o  the   ex tens ion  o f  Mr. B a s t i n ' s   t e r m  o f  . 
o f f i c e  as F i n a n c i a l   C o n t r o l l e r   I n t e r n a t i o n a l  
S t a f f ,  until 31s t  May, 1966.  

NATO UNCLASSIPIED 

V I I .  DATE OF THE NEXT MBETING 
U_ 

70. Wednesday, 16th February, 1966 a t  10.15 a.m. (Plenary  Session). 

OTAN/NATO 
P a r i s ,   ( 1 6 e ) .  
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