
Record of C o n v e r s a t i o n i 

P r i t a l u x 12 723 
I had tv/o c o n v e r s a t i o n s w i t h l.l. G r a z z i on December 

1 2 t h and 1 3 t h about the P r . l t a l u x t a l k s i n P a r i s d u r i n g the 
second of w h i c h he gave me,for p e r u s a l and r e t u r n , a copy 
of the . O f f i c i a l s 1 r e p o r t * 

2 . T h i s r e p o r t was now under c o n s i d e r a t i o n by the 
M i n i s t e r s o f the f i v e c o u n t r i e s , and i t was p roposed t h a t 
t hey s h o u l d meet a g a i n i n P a r i s on 2 1st December. 

3 . M. G r a z z i s a i d t h a t the q u e s t i o n of Germany was s t i l l 
u n r e s o l v e d . The Dutch had made t h e i r agreement dependent on 
the a d m i s s i o n of Germany, whereas the F r e n c h were unable t o 

agree. M. G r a z z i s a i d t h a t I t a l y would f o l l o w the F r e n c h 
l e a d i n t h i s m a t t e r , though they t h e m s e l v e s were i n f a v o u r 
of b r i n g i n g Germany i n l a t e r a f t e r some p r o g r e s s had been 
made on a f i v e power b a s i s . ( He d i d not know what the 
F r e n c h Government would do. He- thought t h e y might propose 
some f o r m u l a w h i c h would have the e f f e c t . o f p u t t i n g o f f the 
q u e s t i o n o f the a d m i s s i o n of Germany f o r a few months.. 

If . T u r n i n g t o the document i t s e l f M. G r a z z i s a i d , t h a t the 
i n t r o d u c t i o n was p r i m a r i l y a d d r e s s e d t o N the...United Kingdom, 

- and the c o n c l u s i o n t o the U n i t e d S t a t e s . He p o i n t e d to the ve. 
f i r m r e s e r v a t i o n i n the i n t r o d u c t i o n by the D u t c h Government 
c o n c e r n i n g the a d m i s s i o n o f Germany. T h i s was t h a t "the 
N e t h e r l a n d s d e l e g a t i o n made i t c l e a r t h a t the p a r t i c i p a t i o n 
o f W e s t e r n Germany would c o n s t i t u t e a c o n d i t i o n , o f t h e i r 

'agreement to the p l a n 1 1 • 

5. The main p a r t o f the document was i n f o u r c h a p t e r s 

r» Rules' o f G e n e r a l P o l i c y 

I I . F i n a n c i a l P r o v i s i o n s 

I I I . L i b e r a l i s a t i o n o f Trade \ 

IV. A d i a i n i s t r a t i v e measures.. 

The g e n e r a l r u l e s were f a i r l y vague, b u t t h e r e were some 
r e s e r v a t i o n s i n the t e x t , \ p a r t i c u l a r l y as r e g a r d s movement 
of nersons and l a b o u r q u e s t i o n s . The F r e n c h and I t a l i a n s 
wanted to b r i n g about p r o g r e s s i v e l y f r e e r movement of l a b o u r 
and, e v e n t u a l l y t o go q u i t e a l o n g way. The Dutch wanted / 
to b r i n g t h e s e measures i n t o f o r c e i m m e d i a t e l y b u t t o 
r e s t r i c t t h e i r scope. The r e a s o n f o r t h i s was t h a t the 
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D u t c h were f r i g h t e n e d of b e i n g swamped by German l a b o u r . 
Tne I t a l i a n s n a t u r a l l y wanted to go much f u r t h e r on the 
manpower q u e s t i o n than the o t h e r f o u r c o u n t r i e s were 
p r e p a r e d to go. I t seems d o u b t f u l whether the I t a l i a n 
r e s e r v a t i o n s would be m a i n t a i n e d . 

6 . I n the s e c t i o n on d i s c r i m i n a t o r y p r a c t i c e s t h e r e 
was a s t i f f d e c l a r a t i o n a g a i n s t double p r i c i n g . 

7• F i n a n c i a l d i s p o s i t i o n s 

The most i m p o r t a n t p o i n t c o n c e r n e d the r a t e s o f 
exchange. On t h i s t h e r e was a d i v i s i o n between the 
a d v ocates o f f i x e d and f l o a t i n g r a t e s . A l t h o u g h M. G r a z z i 
h i m s e l f seemed t o p r e f e r f l e x i b l e r a t e s , h i s i n s t r u c t i o n s 
were to supx^ort a f i x e d system. The r e a s o n was t h a t 
f l o a t i n g r a c e s v/ould i n v o l v e p e r i o d s o f weakness i n the l i r a 
and the I t a l i a n Goveriunent s i m p l y c o u l d not face the s o c i a l 
and economic e f f e c t s which t h i s would have i n I t a l y . The 
document was not v e r y c l e a r on the q u e s t i o n of exchanges s i n c e 
i t seemed to l e a v e t o each c o u n t r y an o p p o r t u n i t y o f 
a d o p t i n g f l o a t i n g r a t e s o f exchange. I t p r o v i d e d s p e c i f i c a l l y 
t h a t each c o u n t r y might a l l o w i t s r a t e o f exchange to 
f l u c t u a t e w i t h i n , a l i m i t o f f i v e per c e n t i n r e l a t i o n t o 
o t h e r c u r r e n c i e s f o r a l i m i t e d p e r i o d . I f the former r a t e 
'was not r e - e s t a b l i s h e d at t l i e 'end o f t h i s p e r i o d then the 
c u r r e n c y must be d e v a l u e d by the auount which i t had f a l l e n 
i n the p e r i o d . 

8. On the t r a d e s i d e , I t o l d in. G r a z z i t h a t as a r e s u l t o f 
c o n v e r s a t i o n s w i t h Id. A l p h a n d v/e had formed the view t h a t the 
e f f e c t o f the F r i t a l u x p r o p o s a l s might be d i s c r i m i n a t o r y -
LI. G r a z z i s a i d t h a t t h e r e \<as no d i s c r i m i n a t i o n as f a r as 
t a r i f f s were concerned. There might be some d i s c r i m i n a t i o n 
as f a r as quoi/a r e s t r i c t i o n s v/e r e c o n c e r n e d and indeed i t 
was p r o v i d e d t h a t t h e r e c o u l d be d i s c r i m i n a t i o n i n t h i s 
r e s p e c t even between the members of the group. M. G r a z z i 
d i d * h i s b e s t to m i n i m i s e the e f f e c t of these p r o v i s i o n s 
p o i n t i n g out t h a t ,there would be n o ' o b l i g a t i o n t o f i l l 
the quotas and t h a t . t h e d e t e r m i n i n g f a c t o r i n c h o o s i n g the 
source o f i m p o r t s would b e / t h a t of p r i c e . 

/ 
9 . There was a d i f f e r e n c e o f v i e w about t h e removal o f 
q u a n t i t a t i v e r e s t r i c t i o n s between F r a n c e and I t a l y on the 
one s i d e and F r ance and B e n e l u x on the o t h e r . The F r e n c h 
and I t a l i a n s wished i t to b e , s t a t e d ' t h a t q u a n t i t a t i v e 
r e s t r i c t i o n s would " i n p r i n c i p l e " be removed i n the course 
o f 1951, and t h a t t h i s removal would t a k e p l a c e s t e p by 
s t e p . The Dutch and the B e l g i a n s on the o t h e r hand wanted 
complete l i b e r a l i s a t i o n i m m e d i a t e l y . There was a l s o 
a d i f f e r e n c e o f . v i e w a s ' r e g a r d s t a r i f f s . The F r e n c h and 
I t a l i a n s wanted a p r o v i s i o n a g a i n s t the r e t e n t i o n of a h i g h 
t a r i f f which f r u s t r a t e d removal of q u a n t i t a t i v e r e s t r i c t i o n s . 
The B e l g i a n s and D u t c h were not p r e p a r e d t o go as f a r as t h i s . 



1 0 . Li. Grczzi seemed a l i t t l e despondent about the whole 
b u s i n e s s . He s a i d t h a t the n e g o t i a t i o n s had been v e r y 
d i f f i c u l t and t h a t the p r o p o s a l s i n th e m s e l v e s d i d not go 
v e r y f a r . The p r o j e c t , was a g o a l which c o u l d o n l y be 
a t t a i n e d g r a d u a l l y . He \/as s u r e t h a t they d i d not go f a r 
enough t o s a t i s f y t h e Am e r i c a n s . Indeed, he u n d e r s t o o d t h a t 
t h e y had a l r e a d y put f o r w a r d new p r o p o s a l s i n v o l v i n g f u l l 
c o n v e r t i b i l i t y and n e a r l y f u l l l i b e r a l i s a t i o n by the end 
of 1 9 5 0 . T h i s would be q u i t e i m p o s s i b l e f o r I t a l y at the 
p r e s e n t t i m e . lie d i d not t h i n k t h a t the A m e r i c a n s i n 
P a r i s took account o f the' d i f f e r e n t c i r c u m s t a n c e s of the 
v a r i o u s European c o u n t r i e s . He h i m s e l f had t r i e d t o make 
the p o i n t t o Ivir. H a r r i m a n b u t a p p a r e n t l y w i t h o u t s u c c e s s . 
I t a l y c o u l d o n l y go a l i t t l e way i n l i b e r a l i s a t i o n o f t r a d e 
u n t i l h e r new t a r i f f had come i n t o f o r c e . Even t h e r e a f t e r 
she c o u l d not go f a r u n t i l c e r t a i n o t h e r f i s c a l p o l i c i e s had 
been a l t e r e d . LI. G r a z z i s a d l y o b s e r v e d t h a t the t r o u b l e was 
t h a t the Ame r i c a n s r e a l l y b e l i e v e d i n the e f f i c a c y and 
r i g h t n e s s of the schemes which t h e y advocated I 


