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SECRET Staff Study No. 13
(Draft, June 1, 1955)

THE CONSULTATIVE GROUP: & REVIEW OF MAJOR ACCOMPLISHMENTS
AND BASIC PROBLEMS

To Accomplisiments of The Consultative Group

Origin of U.S, and International Security Export Controls

U.S. strategic export controls toward the Soviet Bloc had their official
origin in the National Security Cowcil decision of December 17, 19h7. This
called for immediate U.S. export controls to the Bloc over comodities which
were in critical short supply in the United States or which would contribute
to the military potential of the Bloc. On March 1, 1948 the Department of
Commerce established export license controls over U.S. exports to Europe.

The initial directive to seek similar selective export controls (i.e.,
parallel action) from the principal alternative sources in Western Europe
and Canada came in the Cabinet decision of March 26, 19h8. Previously,
Section 117(d) of the Economic Cooperation Act of 1948 required limited
parallel action.

On August 27, 1948 the U.S. Special Representative of ECA in Europe
(OR) was instructed by ECA and State to open discussions with ERP governments.
At first, bilateral negotiations were carriec on by the ECA Missions in the
various OEEC countries. Early in 1949 discussions between the United
Kingdom and France led to the formulation of an Anglo-French List, based on
but much less comprehensive than the U.S. embargo and quantitative control
1ists (IA and IB). In July 1549 a U.Se - U.K. technical meeting took place
in london concerning the differences in these lists. Similar bilateral

discussions were held with France and the Netherlands in Avgust 19k9.
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By mid-1949 it was recognized that a multilateral approach was required.
During October 1949 several informal meetings were held in Paris to exchange
preliminary views by the U.X., France, Italy, the Netherlands, Belgium, and
the U,Se An informal Consultative Group (CG) was formed, Dernmark and
Norway were invited to attend as observers at the next meeting in November
1949, at which time it was decided to contime the €@ on a permanent basis.

In Jamuary 1950 the CG met again, with Canada also attending, and agreed
to establish a permanent Coordinating Committee (COCOM) and to invite the
German Federal Republic to participate,

In February 1950 COCOM held its first meeting. Its formulation of ‘)) ,

¢
strategic lists and basic principles were approved by the CG in May 1950, é ;j//

On November 19, 1952, as a result of the active hostilities by Cormunist
China and its clear identification with the Soviet Bloc, the CG directed
COCOM to establish a permanent working groupctf’be known as The China

Ccrmittee (CHINCOM). This group héld its f:rst meeting on November 29, 1952,

Organization

The Consultative Group (CG) presently comprises fifteen participating

countries (PCs): Belgium, Canada, Denmark, France (imciwding-Algeria, French
mmsfmmmmk Greece, Italy, Japan, Luxembourg, the

Netherlands, Norway, Portugal, Turkey, Western Germany, the United Kingdom
(1ac
gentatives of 'participatirig goverments hold the rank of Minister or Head of

..and,_Hong Kong) s and the United States. Repre-
Delegation, The CG meets from time to time to consider general policy matters,

to set the genersl frame of policy reference, and to review recommendations,

wnresolved issuves and activities of COCOM and CHINCOM,.
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The Coordinating Comittee (COCOM) coensists of representatives of the

CG participating governments, It is permanently established in Paris as
the working committee of CG to consider and recommend specific control

measures.

oz oot L RAL Frr S g

The China Committee (CHINCOM) provide?articipation in its delibera-
tions and decisions by all PCs : s the oulset; however; in order to assure "‘@L‘

e ¥

speedy handling of problems and to avoid umecessarily burdening some

N

S/
delegations with increased representation, it was felt advisable to limit

the permanent members to Canada, France, Japan, U.Ke and UeSo CHINCOM is -
responsible for the development and implementation of the detailed aspects

of security export controls and policy relating to Commmist China., Tts
recommendations are referred to COCOM, CG, or direet to governments,

depending upon the subject matter and the committee's action. Matters which
involve the Soviet Bloc as a whole, including Commmist China, are dealt

with by COCOM.

Major Accomplisiments

Some of the major accomplishments of the Consultative Group and its
subsidiary committees have been:

1. Establislment and maintenance of unifo::;m, selective security export
Vs

controls and basic policies, prineiples and eriteria. Thege are voluntarily

= and cooperatively arrived at; provide an effective foundation for mutual

effort; and buttress the ability of the cooperating countries to withstand
successfully the trade tactics of the Soviet Bloc and criticism of controls
within their own countries. No restraint is placed on the privilege of any

PC to exercise more stringent controls,

SECRET
Approved For Release 2001/08/27 : CIA-RDP63-00084A000100130003-9




Approved For Release 2001/08/27 : CIA-RDP63-00084A000100130003-9

SECRET /
L //(

2, Establishlment anl maintenance of a central forum for exchange of

information and discussion of mutual control problems, The CG organization

|| enables the cooperating governments o bring their collective judgment to

bear on problems related t o security export comtrolsy to marshall their com=
bined intelligence on commodity, security and economic issues; and to review
_, on a continuing basis Soviet Bloc trade trends and tactics,

3. Establishment and maintenance of basic lists of strategic commodities.

From the rather humble Anglo-French list there have now been evolved by the
CG structure a series of basic control lists covering: (a) atomic energy
embargo items; (b) munitions émb’argo items; (c) other embargo items; (d) quan- ’
titative control items; (e) surveillance items; and (f) special China embfirgo
‘items, These lists have grown and contracted with changes in the intematiom;.
situ)ation. The commodity definitions on these lists have undergone revisions
found to be appropriate in the light of conbinuing review.

k. Establishment and maintenance of enforcement measures and controls,

known as ancillary controls, The principal types of multilateral ancillary

controls are:

a. Import Certification/Delivery Verification System (IC/DV). This

is a procedure for assuring that items on the first four lists enumerated
abové will be imported and actually brought under the export control authority
of the importing country. The effectiveness and simplicity of this procedure
has led to its acceptance, wholly or partially, by mtish and French
Dependent Overseas Territories, Austria, Yugoslavia, Hong Kong, Macao, Belgian
Congoy and Union of South Africa, |
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b. Transit Authorization Certification Scheme (TAC). This is a

method for assuring that items on the first three lists enumerated above
exported by a participating country will nmot be permitted to pass through
another participating country to the Soviet Bloc without a specific certifi-
cate, authorizing such transshipment, from the original exporting country.
Non=PCs are beiag ‘nvited to use this device and the following have already

. Moroceo, Spainy, Peru and Bolivia,

SR

¢o Transaction or Financial Controls. T‘his' provides govefmental

regulation of nationals of a cooperating country in 2 ¢ial transactions
for the sale or disposal of specified items on the first fowr lists enumer-
ated above to the Soviet Bloc, directly or imdirectly, Shorehe ‘goods
involved are situated outside the jurisdiction of the govermment exercising
the controls The U.S. Treasury Department has maintained this type of
control since June 1953, The control became effective in Canada on June 1,
195); and in the United Kingd?m on Januwary 7, 1955, Other cooperating govern=-

AP PRAA,

ments are expected ® institthe similar controls as soon as legislative or

,,,,,

d., Other procedures and devices for improving the effectiveness

of strategic export controls. PCs exercise additional controls, not necese

sarily wniform in detail or extent, in compliance with mutually agreed
principles to make their commodity export controls effective. These include

controls relating to transportation, technical data, parts; and anti-diversion.
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S Recent Revision and Reformation of International Lists, During the

first half of 195l, the CG participating governments undertock the vast and
difficult task of overhauling the existing intemational strategic lists to
the Buropean Soviet Bloc., This was motivated to a great extent by the
general feeling among the CG nations that the existing control lists shoulé
be adjusted t o take acgoumt of current conditions and factors; such ass
the probability of a long perioed of tension short of warsg the desirability
of expanding ron-sirategic trade with the Eloc in order to provide a sounder
basis for peaces the need for increased trade by friendly countries arising
from their greater internal strength and mounting production surpluses; and
the practicability of achieving more effective controls over a shorter list
of comodities vi’th less complex definitions. The changes which became
effective Augus; 26, 195 included (a) ne'é reduction of intermational
embarge lists from about 260 items to about 170, of quantitaiive contrel
iist from about 90 items to about 20, and of surveillance list from about
100 items to about 603 (b) recefinition and reclassification of a number of
itemsy and (c) addition of a few items, Cortrols toward Communist China
were not changed. No changes were made in the contrel of munitions and
atomic energy items,

Since that time, wniform international lists of munitions and atomie
erergy items were agreed upon as amexes to the existing embargo lists,
In addition, there has been an editorial codification of the Special China
Embargo Iist and some adjustments of administrative rather than substantive h

A 4 .
nature with respect to the implementation of that list. @ f;wx«/ dra i f e (
M{'{'n{v o4 A it F [ 7 \\
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IT. Basie Problems and Dif ferences of Viewpoints in the
n Consultative Group

Conflict between Commercial and Security Interest

The United States has not been dependent upon foreign trade to the extert
that some free world nations hawe been. TU.S. trade, including lend-lease aid,
with the Soviet Bloe has never represented a very significant proportion of
total UoS. trade. 3:,/ In the United States, national security was and still
remains the dominating influence in the trade picture. This has not been the
case with most other free world countries, many of whom considered it wvitally
important to temper security aspects because of comercial trade necessities
or interests.

When the Consultative Group was organized in 1949-50, the Soviet Bloc's
designs and actions were clear to free world nations. Western Euwropean
nations were struggling to recover from the ravages of World War II, attempt~
ing to stabilize their economies and to overcome scarcities of goods., Some
were dependent upon the Bloc as a source of needed materials (e.g., grains,
lumbers coal) and as a market for some indigenous products, Marshall Plan
assistance from the United States provided valuable aid and made easier
their adherence to U.S. security export control policy. TFor the most part,

this subjugated but did not eliminate their commercial interests.

1/ In 1947, U.S. exports to the Soviet Bloc countries, including China,
totalled $693,.5 million (Eastern Europe $339.9 and China $353.6): UsS.
imports from these countries totalled $22L.9 million (Eastern BEurope $108.2

and China $116,7)e In 195k, U.S. exports to Eastern Europe were $6 millionm

and virtually none to Communjist Chinaj UoS. Imports from Eastern Eurcpe
& .

3 Al . a e
from Communist ChY

na)$7 millionoa,uj s .
08 pAERT) PW 3-9

were $412,3 million and
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Today the general economic picture has changed., Despite the falling
off of American economic assistance, Western European production has in-
creased to a point where exportable surpluges are becoming increasingly
available and competition for Western markets has intensified, Degg%te the
recognized uncertainties of East-West trade, there is a growing active
desire ¢ find markets behind the Iron Curtain., Latent commercial in‘beresfs
are again coming to the fore.. - c

o "f'l;e'conse&aenc@ of these developments has been a passive, sometimes out-
pressure for mdncti@zrlr ;?;‘strictions on East=West trade. The recent re=
vision of the international strategic lists went a long way toward alleviat-
ing this situatiomy, but its further manifestation in comnection with trade
with Corrfnunist China is probably delayed only by reason of the exigencies
existent in the present Asiatic situation and the strong U.S. wiews on
the subject,

Differing Interpretations of Control Criteria

It has been and still is the United States' objective to deny or limit
exports to the Soviet Bloc in Europe of goods which would contribute signif-
icantly to the war potential of the Soviet Blocy, and to maintain an embarge
toward Commmist China. CG participating nations agree to contrel gocds of
direct military importance to the Blocy; but do not generally agree that goods

basic to the Bloc's industrial, defense-supporting effort shouid be
similarly controlled, Nations adhering to the UN China Embargo Resoluticn

do not feel impelled to maintain a complete embarge toward Communist China.
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These difﬁ%rent viewpoints lead to differences in interpreting the
control criteyia and assessing the strategic character of items proposed
for control.y{ In large measure, they are responsible for the interminably
long and difficult negotiations concerning some of the residual items not
disposed of in the recent list revision (e.g., metal rolling mills, ships,
etc.). At present, this presents an important problem for the U.S. because
it makes it extremely difficult, if not impossible, to justify embargo of
certain items we feel are highly strategic but which many PCs contend do not
meet their interpretation of the criteria.

Differential Levels of Control Toward European Soviet Bloc and Communist China

- The armistice in Korea afforded an opportunity for a number of free

v

r‘ﬁé;id nations to relax their trade controls toward Communist China and to
build up pressures for a general reduction of the level of control toward
China. They were restrained from actively pressing such proposals by the
outbreak of hostilities in Indo-China, the political hassle over UN prisoners
of war held by China; and the explosive Formosa situation. It is apparent |
that, when some or all of these tensions abate, there will be an insistent
clamor for relaxation of strategic controls toward Communist Ciina. Mean-
while, although CG participating countries have agreed to try to avoid
significant frustration of China controls by reason of exports to Eastern
Burope, it is not evident that there is a concerted effort toward this end.
Consequently, the future outlook indicates that the United States
mist prepare itself for a concerted drive by free world nations to relax

China controls. Of immediate concern is the special problem posed by Japan.
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Problems Arising from Special Country and Geographical Situations

It would be a mistake to assume that all différences in viewpoints are
between the United States and all other CG members. Two outstanding examples
illustrate this,

West Germany does not regard East Germany in the same light as the rest
of the Soviet Bloc. Strong polit%cal, enthov%logical and emotional in-
fluences make the Western Germjév unwilling té concede that the division of
their country is more than a temporary separation. Hence, they feel that
continued interzonal trade is vital, even.in some strategic goods. Other
CG participating nations adhere to the principle that East Germany should be
treated as part of the Soviet Bloc. Although this German interzonal trade
problem has not been officially brought into the open, some PCs are aware of
it and developments may force official review of the issue in the CG structure.

Japan is the only Far Eastern member of the CG, althcugh Hong Kong and
Macao follow in varying degree the control policy of the United Kingdom and
Portugal. Japan's geographical situation and historical trade with China
cause it to react differently toward China trade than do other CG countries.
During the long period of American post-war occupation of Japan, that country
exercised controls toward China comparable to those of the U.S. but much more
stringent than those of other CG countries. Since the peace treaty, Japan's
controls have been brought into line with those of CG countries other than
the U.S5. Nevertheless, Japan's situation has been exacerbated by trade im-
balances, difficulties in attaining economic stability, and more recently by
the revision of the international lists. Japan contends that the latter action
operated to her disadvantage because it expanded opportunities for trade by
Western European countries with Eastern Eurcpe - even to the extent of pro-
viding some transshipments from Eastern Europe to China - without affording
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= B = = oo &D




Approved For Release 2001/08/27 : CIA-RDP63-00084A000100130003-9

=11-
similar benefits to Japan which, because of geographical location, is ﬁnable

to expand trade with Eastern Europe. At the present time, Japan appears to Q//S
be adhering to the CG/CHINCOM policy but seems to be maximizing her attempts

to trade with China by exploiting exceptions and loopholes in the China ﬁ‘ﬂgujg
controls. When Japan finds a propitious opportunity, she will probably

demand a liberalization of the China controls. It is likely she will get

much support from other CG members.

Participation in CG Structure Activities

The United States maintains a full delegation in Paris, including
permanent representatives to CG and COCOM/CHINCOM. Most control proposals
have been submitted by the U.S. and a considerable part of the technical,
economic, political, military, and intelligence support in CG/COCOM/CHINCOM
has been provided by Washington. However, most participating governments
do not maintain comparable perman@nt delegations in Paris; and contribute
little or no technical or intelligence support, Most participating govern-
ments confine their activities to matters which affect their own particular
interests,

This minimal participation in CG structure activities by most PCs places
the U.S. at a disadvantage in marshalling intelligence and gaining support for
security export proposals. It tends to set in motion a process of deteriora=
tion or growing indifference toward CG structure activities. Consequently,
it would appear vital for the U.S. to ééeg‘methodsiof overcoming such apathy
in order to maintain and increase the effectiveness of this valuable multi-

lateral operation,

SECRET
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Philosophy Toward East-West Trade

last year Sir Winston Churchill emphasized the philosophy of trade as
 an alleviator of tensions between East and West, The United States has not
diaspuated ‘i:his philosophy, but has cautioned that the Kremlin and the Soviet
' Bloc,utilize foreign trade to achieve political ends, to further their

economic penetration of Western countries, and to promote the longer range
' ‘objectives of Commmnism. The problem is not so much one of opposing view-
noints between the U.S. and other CG participating countries as it is one
of maintaining constant watchfulness lest the desire of the free world to
dewvelop peaceful trade as a basis for ultimate peace between East and West
might become a springboard for the accomplishment of Communist unfriendly
designse

Different Evaluvations of the Commmunist Threat

In the free world there are some who view existing tensions as a battle
between the Soviet giant and the American colossus. Some are inclined fo
dismiss hostile designs and actions of the Soviet Bloc as purely defensive
or merely competitive in an overall economic contest. The United States
has tried, particularly in advocating COCOM discussions of Soviet Bloe trade
trends and tactics, to emphasize the long-range objectives of the Commumists,
which are antagonistie to the ideology and economic freedom of Western
countriess The skill of the Communists in shifting attention from thelr
ultimate objectives by short-term peaceful tactics should not obscure their
fundamental design. Admittedly, it is difficult to determine the extent
to which this difference of viewpoint affects the approach of other govern=
ments to security trade controls or gives rise to some of the issues and
problems which manifest themselves in the day-to-day operations of COCOM and
CHINCOM. |
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Regentments Against the United States

There are many evidences of Western solidarity and wity. Not the least
of these is the existence of the CG structure, Notwithstanding, some PCs
harbor resentments toward the United States which tend, in varying degree and
at different times, to make the cooperative comtrol effort more difficult,
The most recwrrent and apparent resentment by CG participating governmemnts
against the United States is in connection with our commercial policy.
Denmark alluded to it in strong terms at the CG meeting in July 195h., This
resentment follows the thesis that the United States does mot suffer by

cutting down trade with the Soviet Bloc, whereas other free world countries

1 le
ﬁf

who do so are placed wnder serious economic disadvantages becauwse their S/”V

access to markets within the free world, especially in the UoSoy 1s .

e VB £ AP %

restricted by offcial trade barriers. his leads to attacks on U.S, pro-g

tective tariffs, the Buy American Act, the regulations requiring use of
American vessels to carry aid cargoes, U.S. customs procedwres, etec., This
form of attac! against the United States serves to remind us of the need for
remaining a "good neighbor', doing what canbe doﬁe to remove trade barriers
within the free world orbity, and generally eliminating minor harassments
which might inhibit the effective multilateral implementation of security
export controls,

Unanmitz

The CG structure operates wnder a rule of wnanimity. No policyv can be
adopted or action taken by the CG étructm-e if a single PC objects. Since
there are fifteen PCs, including the U,S., it is apparent that multilateral
decisions are not easily achieved., Strong negotiating efforts by the U.S,
are generally required. It has been necessary to approach certain ?Gs

SECRET
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bilaterally and some at top Governmental levels. In recent negotiationms,
the U.S, has found it necessary to isolate a single objector in order to
bring the collective judgment of all other PCs to bear. This method has
succeeded in a number of instances, but not always., It must be borne in
mind that the rule of unanimity preserves the sover}gn rights of each PC,

At (;4., detiay O /"62,
including the UsSe., and is indispensable to the existence of the CG organiza-

———

tion. On the whole, this rule cannot be regarded as a paramount obstacle

to the attainment of our multilateral control objectives, despite the
expressions of concern it evokes in some quarters when progress appears

slower or less complete than some would desire,
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III. Appraisal and Conclusions A
o
Appraisal i

The establishment of the CG organization was a precedent-shattering event
of considerable importance in this history of world affairs., It was not
easily or quickly achieved. The task of overcoming some of the obstacles
blocking this achievement was assisted by the post-war economic plight of
the Western European nations and the advent of the U.S. Marshall Plan.
Unwitting help came from some of the antagonistic actions of the Bloc.
Fundamentally, however, the creation of this voluntary, cooperative, multi-
lateral organization was made possible because of two primary reasons: (1)
the fact that the cooperating governments and their peoples generally shared,
albeit in varying degrees and with reluctance in some instances; our mutual
security objectives; and (2) the fact that the United States proceeded in a
firm, determined but cooperative manner to explain and win adherence to the
common security policy.

The continued existence of the CG structure as a reasonably eff%ctivu
instrument to carry out the security éontrol objectives is attributable to
the continuing support of these objectives by the U.S. and the cooperating
nations, to the flexibility and adaptability of the program;, to the soundness
of the underlying principles, and to the wisdom and voluntary character of
the decisions on day-to-day operations,

This is not to say that the multilateral operation has been completely
successful or fully effective. There have been some failures, some defici-
encies. There are additional controls, commodity-wise and enforcement-wise,
which the United States still desires. The problem of different levels of

controls toward the European and Asiatic areas of the Soviet Bloc is becoming
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more vexatious. There are old and new differences of viewpoints among the
cooperating governments, particularly with respect to interpretation of
control criteria, which affect the vigor and scope of the collective control
system,

Nonetheless; it requires no great stretch of imagination to conjecturs
what the situation would have been, and would be now, if there were no multi-
lateral control structure. There would be no concerted security export con-
trol effort by free world nations; no uniformity of policy and activities.
Free world countries would actively compete for markets behind the Iron and
Bamboo Curtains, The Soviet Bloc would be able to play off one free nation
against another with its trade tricks and practices. Without the CG structure,
the United States might stand today virtually alone, seeking vainly to main-
tain strategic controls toward the Bloc while other friendly countries
rendered these controls inutile by supplying comparabls str{tegic goods to
the Bloc.,

Despite its _inherent deficiencies and r‘eeognizo.sd_wealmes:s«exs.9 the CG
organization has had an impact on the Soviet Bloc, {6f course, export controls
per se cannot prevent the build-up of Soviet Bloc war potential and economic
strength; at best, they can only contribute toward inhibiting the extent to
;hich the Bloc can build up its military and industrial might and the rapidity

with which it does so) In a material sensa'theﬁ; the CG organization has

-deprived the Bloc of some strategic goods; retarded its build-up of military

and industrial potential, and created problems for Communist military and

economic planners, ﬁn another and perhaps even mbre importaﬁt Sense} the CG
1

structure has stood as an outstanding symbol of free world solidarity and

strength; giving cause for serious reflection by Communist leaders,

m OB @ @D oo ED
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In looking toward the future, it is appropriate to take cognizance of
the problems and differences of viewpoints which continue or are developing.
Awareness of these should heip to indicate the direction which future U, S,
efforts should take in seeking to achieve more fully our security objectives,
to improve the effectiveness of security export controls, and to preserve
and maximize the benefits of multilateral action.

Conclusions

1. In the existing CG organization, we have built at considerable
effort a reasonably sound and effective multilateral structure and control
operation.

2. In general, the success and accomplishments of the CG organization
more than compensate for certain deficiencies and weaknesses.

3. VWhile the CG structure has not prevented the build-up of Sovist Bloc
military and industrial potential - and was never conceived as being able to
do this through security export controls alone - it has hindered the Bloc in
attaining military and economic growth much sooner and much more fully.

L, The existence of the CG structure symbolizes free world solidarity
and strength, valuable to maintenance of Western unity and collective prose-
cution of democratic objectives, and disturbing to the designs and purposes
of Communist leaders.,

5. Future U.S, efforts should be directed toward the preservation and
improvement of the CG structure, rather than toward seeking alternative
methods for multilateral control cooperation.

6. Particular attention should be given to study of the more important
problems and differences of viewpoints which continue or are developing in
order to eliminate or minimize such impediments in the way of fuller cooper=
ation and more effective operations,
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