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Economic relations with the Communist bloc in a Cold War context have always been a matter of debate within the West due
to different assessments of the Soviet threat and ensuing policy responses. The question arises whether the innovative practice
of summitry that emerged in the mid-1970s represented a further opportunity for Western leaders to try and reconcile
positions and agree on common guidelines, if not common policies, on East–West relations. The question is valid for both
European Council gatherings and G7 summits.
Based on recently released primary sources from European and US archives, this chapter questions the relevance of
summitry in the Western debate on economic relations with the East. The proposed analysis follows in chronological order;
however, it does not cover every summit. The chapter offers a comparison of summits in the mid-1970s and the early 1980s
respectively, in the attempt to identify the determinants of a summit’s successful outcome in relation to the following points:
consensus among participants and trust-building; coordination of policies; and endorsement of actual measures. The chapter
will focus mostly on G7 summits, though the connection between the latter and the European Council meetings will be duly
explored.
It is ultimately argued that a summit’s scope and effectiveness was a direct function of the already-existing consensus on
policy towards the East as well as the status of East–West relations at the specific moment. In other words, as far as
East–West relations are concerned, summits did not prove useful in favouring reconciliation of divergent positions, and at
times even engendered misunderstandings. That said, when participants’ stances were similar, summits allowed for improved
coordination of policies and even adoption of actual common measures.

Did East–West relations matter in the Western summits?
When consulting the thousands of pages of governmental documents dealing with European Council and G7 summits, the
overall impression is that East–West relations were not a key topic of debate in either forum until the major political crises of
the early 1980s, i.e. Afghanistan and Poland. During its first years, the European Council mostly dealt with European
integration-related issues; namely, the completion and deepening of the Community, the direct election of the Parliamentary
Assembly, and the initiatives on creating a European Monetary System (EMS) and a European union (the Tindemans Report).
As for external relations of the Community, the main concerns were the North–South dialogue and, increasingly, the Middle
East. Similarly, at the G7 summits participants discussed at length the world monetary and financial situation, relations with
the developing countries, multilateral trade negotiations, and energy. Only a few sessions tackled East–West relations.
In both cases the summits had been conceived as a forum for informal discussion at top level on urgent, contingent issues,
which, in the minds of their promoters, chiefly French President Valéry Giscard d’Estaing and West German Chancellor
Helmut Schmidt, were too important to remain merely in the hands of technocrats and experts. 1 Indeed, these problems
required the global vision that only the top political level could provide. But at the time no such forum existed to deal with
these issues. East–West matters, on the contrary, could rely on established and effective political fora.
At the European level, a forum for coordination of foreign policy among EEC member states – the European Political
Cooperation (EPC) – already existed. Established with the adoption of the Luxembourg Report in 1970, EPC called for
foreign ministers to meet at least thrice per year; it then quickly developed into a quite institutionalised intergovernmental
mechanism with several expert groups. Significantly, from the first meeting of foreign ministers in November 1970, EPC
engaged in East–West relations. Although brand new, EPC proved to be extremely effective in the case of the Helsinki
Conference on Security and Cooperation in Europe (CSCE), at which the nine EEC members spoke with a single voice, put
forward a common policy and vision of Europe and détente, and largely succeeded in shaping the Helsinki Final Act. 2 In
preparing for the CSCE, EPC created ad hoc groups and sub-committees to deal with economic and political aspects of the
conference and, more generally, East–West relations. The EEC Commission was increasingly involved in these works, even
when political issues were debated. Particularly worth noticing is also the close coordination of EPC member states within
NATO, where they presented a single voice and agreed upon proposals that, very often, allies found hard to modify. 3 The
entire machinery remained in place after Helsinki to deal with the ensuing CSCE process as well as to contribute to the
development of a collective policy towards the East.4 Evidence from the first European Council meetings shows that heads of
state and government did exchange their views on the CSCE and détente, but largely to endorse and praise the work that had
been done in EPC. For sure, summit declarations added political weight to EPC actions, as the previous summits of Paris in
1972 and in 1974 had done. However, there did not seem to be an actual need to add a top level above EPC as far as
policy-making on East–West relations was concerned.
At the transatlantic level, NATO was obviously the most important forum for discussing policy towards the East.
Particularly since the adoption of the Report on the Future Tasks of the Alliance on 14 December 1967 (the so-called Harmel
Report), NATO provided plenty of room for thorough discussion of East–West relations and was an effective tool for
coordinating members’ policies, if not for adopting common positions. Not only did the Harmel Report establish that NATO –
a collective defence system – and détente were not contradictory but rather complementary, it also prescribed measures for the
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realisation of an effective and ongoing consultation among allies on contacts with the Communist bloc in order to preserve the
Alliance from disintegration and gain concrete benefits from a new situation in Europe.5 The NATO Council met twice a year,
with permanent representatives holding more frequent meetings within the NATO Economic Committee and the Senior
Political Committee. All possible aspects of East–West relations were dealt with in NATO discussions, and did not merely fall
to experts to handle – as, for example, was the case within the CoCom. Moreover, the foreign ministers and leaders of France,
the US, Britain and West Germany also discussed East–West relations within the framework of the Quadripartite meetings on
Berlin.
Yet East–West relations were not altogether absent in G7 discussions pre-1980. Since the mid-1970s all summit
declarations except Tokyo in 1979 have mentioned one or more of the following three main East–West related issues: trade,
export credits, and Comecon countries’ share in aid to developing countries.
While EPC and NATO remained the main fora for Western discussions and coordination on East–West issues, it is possible
to notice a trend of increasing space being given to these matters in both European Council and G7 meetings and declarations.
This is arguably due to endogenous and exogenous factors. The latter relate to the fact that détente was put increasingly in
jeopardy in the late 1970s, and a renewed Cold War confrontation phase emerged during the early 1980s. In the immediate
aftermath of the Helsinki CSCE worrying signs about the future of détente began to appear as a result of Soviet-sponsored
activities in Africa as well as of a more aggressive stance from the US Congress, as evidenced by the Jackson-Vanik
amendment. Nonetheless, consensus remained over preserving détente. Carter’s stance on human rights did not help relieve
tensions (which were especially visible during superpower clashes at the Belgrade CSCE follow-up meeting over the
implementation of human rights CSCE provisions), but his genuine commitment to continuing SALT negotiations kept
East–West dialogue and cooperation open. It was at the turn of the decade that two major crises brought back Cold War
confrontational attitudes: the Soviet invasion of Afghanistan in December 1979, and the worsening political and economic
crisis in Poland that led to the declaration of martial law in December 1981. Against the backdrop of this highly charged
atmosphere it is not surprising that the Western heads of government and state chose to tackle East–West political issues at all
meetings possible, including European Council and G7 summits. Moreover, with world opinion and a rapidly expanding press
watching over the meetings of Western leaders, it was almost impossible not to issue declarations on the East–West crises
occurring at the time.
Endogenous factors also contributed to the increasing political attention paid at G7 summits and European Council
meetings to East–West issues. While summitry remained, the people involved in the summits changed, bringing with them
different visions and policies. Summits offered a better chance for leaders new and old to keep each other informed about their
respective approaches to key international issues. The East–West topic was no exception, and in fact it became more and more
prominent due, specifically, to changes in the US presidency. From Ford to Reagan, US administrations were gradually but
steadily shifting away from the policy of détente, turning instead to overt Cold War confrontation during the time of Reagan’s
first term of office. The initial generalised transatlantic consensus on détente no longer held firm, inevitably adding another
topic of debate to the agenda of both the European Council and G7. Ideally, summits could help overcome differences and
even lead to agreement on coordinated action. Although NATO still held major importance as a mechanism for preserving
Western solidarity, increasingly stark transatlantic disagreements now required gathering in all possible fora to try to reconcile
positions.
An additional endogenous factor was, quite simply, the institutionalisation of the European Council and the G7 meetings.
The European Council became even more structured and integrated with both the EEC and EPC. 6 Not only did its agenda
expand and become more defined, its procedures developed to ensure adequate communication among the different levels.
This can be seen in the case of foreign policy matters, which became a regular chapter of the European Council’s agenda
under the heading ‘political cooperation issues’. The link with EPC workings is self-evident, as heads of state and government
either endorsed or debated EPC reports and suggestions for further action (as in the case of sanctions and aid to Poland after
the imposition of martial law). Ludlow suggested that ‘the subsequent move to regularise and institutionalise the meetings of
the European Council is also likely to have made it easier for broad matters of European concern, including therefore the
development of the Cold War, to be debated in a European Community setting’.7 In actual fact it was the other way round.
East–West relations were already very much the focus of EPC debates and decisions; the institutionalisation of the European
Council provided the link with EPC and therefore allowed East–West relations to be dealt with regularly at the summits of the
EEC heads of state and government. As for the G7, its scope broadened considerably to include matters other than economic
and monetary relations, including tackling highly political subjects. Following Italian and Japanese protests with regard to the
quadripartite meetings held in the margins of the G7 – which were going beyond mere discussion of German affairs – political
discussions were broadened out to include all seven members from 1980 onwards; the four-power meetings then disappeared. 8
The following paragraphs deal with the G7 summits of the mid-1970s and early 1980s respectively. It will be shown that
general political rationales and attitudes towards détente very much shaped discussions on trade and credits, as both were
considered as a means for achieving political goals. Consequently, not only did leaders’ approaches to East–West relations in
general decide the scope of Western coordination, they also very much determined whether coordination could exist at all.

During the period of détente: Western coordination on economic and financial policies towards
the East
East–West: a favourable situation
Both East and West enjoyed favourable economic conditions during the 1960s and the early 1970s, marked by uninterrupted
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economic growth and relatively stable exchange rates. These conditions, coupled with détente at the political level and
economic reforms in the socialist countries, had favoured East–West economic exchanges. Most socialist countries had almost
exhausted their sources of extensive growth, and now turned to the world market as a means of promoting the transition to
intensive growth. More specifically, imports of Western technology and recourse to Western credits were meant to allow for a
more rapid and effective modernisation programme and a strengthening of export potential and competitiveness; this had
become a top priority for Eastern European regimes. Following such a course of action expanded East–West economic
exchanges, but simultaneously led to the East’s negative balance of trade and rising indebtedness to the West. Up to 1973,
however, these East–West trade imbalances remained within manageable limits and the indebtedness of the East was not
considered critical.9
But the first oil shock and the ensuing recession in the West had dramatic consequences for the East–West trade balance,
further aggravating the situation for Eastern European countries (the oil-producing USSR, by contrast, benefited from rising
oil prices). Rising inflation rates made CMEA countries’ imports from the West more expensive, while the recession in the
West narrowed the capacity of Eastern exports to penetrate Western markets. The rapidly growing trade deficits were financed
by relatively cheap credits, usually secured by state guarantees. Both Eastern debtors and Western lenders thought that the
Western recession would be short, that inflation would diminish, and that Eastern European countries’ technology
investments, for which credits had been granted, would allow for expansion of exports and therefore allow for the repayment
of credits. However, these expectations were based on a too-optimistic assessment of the international situation and an
overestimation of CMEA countries’ ability to shield their domestic economies from inflation in the world market. In fact, it
became evident that socialist economies were deeply intertwined with the rest of the world and were able to maintain
artificially low domestic prices only by resorting to further (short-term) credits. As the situation worsened in the international
economy, and at home, a large proportion of the credits granted to the East were being used not to finance modernisation but
rather to sustain domestic prices – a precondition for social and political stability and, ultimately, for regime survival.
Consequently, East–West economic and financial relations became an even more important matter of discussion at the top
political level.
Finally, political relations in the first half of the 1970s had contributed to a boost in East–West economic and financial
transactions. Since the mid-1960s Western European governments had engaged in dialogue with the Soviet Union and the
Eastern European countries in which economic bilateral agreements featured prominently. Indeed, all governments viewed
economic détente as a useful means for promoting political détente and, eventually, agreement on key unsolved European
security issues. In Britain, the Labour government of Harold Wilson recognised that the time was ripe to remove barriers and
identify common interests, notwithstanding the unsolved questions inherited from the Second World War and the deep
difference of political ideologies. According to Wilson, European countries should expand bilateral and collective cooperation
in the fields of trade, technology, science and culture in order to realise the prosperity of the continent and to allow European
citizens to develop their human and material potential. Progress in this narrower respect would enhance the process of finding
solutions to the more complex existing problems – e.g. the German question and frontiers – and bring about stability and
security in Europe.10 General Charles de Gaulle had similar guidelines for French foreign policy; the motto ‘détente, entente
and cooperation’ illustrated the intended direction and content of such policy well.11 The French government signed an
important commercial treaty with the Soviet Union and drew up economic and cultural cooperation agreements with the other
communist countries. The Italian government was also very active by the mid-1960s, helping to secure industrial deals with
the Soviet Union – the Fiat agreement was considered ‘the business of the century’ – and largely increasing its trade generally
with the Comecon zone.12 Among the minor Western European states, Belgium was particularly dynamic; Foreign Minister
Pierre Harmel began a proactive policy of establishing contact with Eastern European countries. Détente, in fact, seemed to be
the primary goal of Belgian diplomacy, as illustrated by the creation of a specific bureau for East–West relations in Rue des
Quatre-Bras. In Harmel’s opinion economic détente was the road towards and the precondition for political détente. 13 Finally,
the well-studied Neue Ostpolitik of the Federal Republic of Germany (FRG) represented the most advanced, thorough and
effective example of Western European détente. As is well known, economic exchanges and mutual cooperation were among
the rapprochement measures designed to lead to eventual change in Europe, i.e. the reunification of Germany. In the early
1970s the Nixon administration in the US also espoused a détente policy towards the USSR. Although different in rationale,
conception and goals, the superpower détente nonetheless regarded economic exchange as a means for fostering and
consolidating common interests and cooperation.14
With the relaunch of the European integration process at The Hague summit of December 1969 and the ensuing creation of
EPC, Western European countries’ policy of détente came to merge into a collective approach to East–West relations. The
most immediate and visible result of this common effort was the EEC Nine’s single voice at the Helsinki CSCE. At the basis
of the Helsinki Final Act was the Western European concept of détente as a dynamic process that required participating
countries to continue efforts to improve relations in Europe notwithstanding different social, economic and political systems.
The very means of achieving this goal was the promotion of further contacts and exchanges at every level and in various
fields, among which broadly conceived economic relations featured prominently in the second chapter of the Final Act. 15
In 1975 the European councils of Dublin (March) and Brussels (July) (that preceded the G6 summit in Rambouillet) dealt
with the status of CSCE negotiations in Geneva. The Dublin summit issued a public communiqué, whereas the Brussels one
did not publicize the debate – at the time a few issues needed to be agreed upon in the final document. In both cases, however,
the Nine expressed positive views on the CSCE experience and forthcoming results. In their agreed stance, the common vision
of détente as a dynamic process encompassing several fields of cooperation and contact featured prominently.16
Indeed, the Helsinki spirit was very much alive in Western leaders’ minds when they gathered for the first economic
summit in Rambouillet in November 1975. Meeting again just four months after the Helsinki signing ceremony, they found
themselves still sharing a consensus on détente and a belief in cooperation with the East.
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Summits in the mid-1970s: informal conversations, formal agreements
In the mid-1970s Western leaders started to acknowledge Eastern European countries’ worsening economic conditions.
Concerns about the changing scenario featured prominently in the Rambouillet summit’s conversation on East–West relations.
However, confidence in a soon-to-come Western recovery from recession, the solid record of communist countries’ debt
management, and consensus on détente and cooperation still dominated the political reasoning, leading to a push for
improvement of East–West trade and financial relations. The main concern of Western leaders gathering at G7 summits was
indeed on the ‘Western aspect’ of East–West economic relations; namely unfair competition among Western countries and the
possible political implications it engendered. As will be shown, political consensus on détente and trust among the participants
led to the adoption of concrete measures of coordination in the field of export credit.
Not surprisingly the way the East–West subject entered into the Rambouillet conversations was related to the positive link
between economic relations and détente. Significantly, it was Italian Prime Minister Aldo Moro who opened the discussion on
the matter. An early day supporter of cooperation with the East, and the promoter of dialogue between the DC and the PCI
(‘compromesso storico’) at domestic level, the Italian leader was keen to preserve and foster détente in Europe. 17 Indeed, Italy
had invested greatly in the CSCE and hoped to see the ensuing process flourish.18 Moro drew his colleagues’ attention to the
fact that close economic relations between Eastern and Western Europe were part of a long-term historical tradition and were
especially important in the current climate, not least as a counterbalance to the influence of the Soviet Union over Eastern
Europe. He admitted that, in quantitative terms, economic relations between East and West were not of great importance since
they represented only 5 per cent of the exports of industrialised countries (although the percentage varied from 7 per cent in
some cases to only 2 per cent in the case of North America). However, he maintained that East–West trade represented an
important factor for political stability and as a part of the whole atmosphere of détente that had been confirmed by the
Helsinki Final Act. Moro proposed that the summit consider calling for gradual expansion of trade with the West by Eastern
Europe; he even went as far as to propose that further consideration be given to associating the Soviet Union and China with
GATT.19
If Schmidt’s and Giscard’s views were unsurprisingly similar to Moro’s, an important endorsement came from US
President Gerald Ford. The US Congress and political milieu had turned lukewarm when not hostile towards détente, with the
Jackson-Vanik Amendment launching an important signal in this direction. Several critics had expressed opposition to Ford
signing the Helsinki Final Act, epitomised in the Wall Street Journal’s passionate ‘Jerry, don’t go!’ call on the eve of his trip
to Helsinki.20 The first summit was therefore a chance to clear up any possible misunderstandings among Western partners.
Ford made it clear at Rambouillet that strong economic ties between East and West represented an essential part of his
administration’s foreign policy. For many years, the role of the United States had been negligible in this respect, but Ford was
determined to change the trend. He clearly affirmed his government’s direct interest in increasing the level of East–West
trade: ‘My country intends to continue the strengthening of detente through improved economic relations and increased trade
with the communist countries.’21 This was clearly not only of importance to the United States, but to all the countries
represented at Rambouillet.22
Beyond the political rationale, the Italian Prime Minister also expressed some concern in relation to the economic and
financial dimensions of East–West relations, which triggered a thorough exchange of views that ultimately proved conducive
towards important agreement on actual policy guidelines. By 1975 trade with the East had become a matter of major economic
and political consequence, increasing from $15 billion in 1969 to $52 billion by 1975. This change in scale affected everyone,
though Germany accounted for the biggest proportion, with the US (except for foodstuffs) accounting for a relatively small
one. But this trade was now in structural deficit for the socialist countries, and attention needed to be drawn to how best to
handle the situation. Moro said that the rate of growth in the East had been largely determined by the readiness of Western
industrialised countries to grant export credits – the structure of planned economies, and bilateralism, had made it easier for all
of the Eastern countries to obtain credits. The same applied to the Soviet Union, which had been the main beneficiary with
$57 billion worth of credits by the end of 1975. Not only had Eastern European countries and the USSR received privileged
terms for credits, there was also a problem of lowering interest rates and extending terms of repayment. The already-visible
recourse of Eastern countries to bank credits was likely to strengthen this trend and reduce the chances of harmonising credit
policy among Western countries. There was, therefore, a need to set a minimum rate on export credits and to harmonise the
terms. Studies on this question had not so far succeeded and Moro therefore thought that the summit should commit the
United States, Japan, and ‘the European Community’ (sic) to make further progress on this subject. 23
Ford noticed that increased East–West trade meant relying on credit to enable Eastern countries to finance their imports, but
agreed that it was not economically wise or in the general interest of the West to act in competition. It would be better to
harmonise credits and to fix rates that would reflect more closely the actual state of the market. Ford then proposed to
conclude a Gentlemen’s Agreement on export credits, and assured that his government was ready to consult further on this
point.24
Schmidt soon expressed appreciation for the proposal and readiness to take part in the Gentlemen’s Agreement. He also
invited colleagues who might have reservations about this initiative to express them immediately, though not in public. The
first reaction came from UK Prime Minister James Callaghan, who agreed entirely with Ford and Schmidt. Indeed, he said,
any government involved in negotiations with the communist countries, and the Soviet Union in particular, had not a clue
about what credit terms had been offered by other Western governments. Consequently, the Soviets and other Eastern
European governments had been able to claim that they had received a better offer from another Western country, leaving the
interlocutor the choice of either calling the bluff but losing the deal, or driving down the interest rate to close it. Callaghan
therefore proposed that the first step in reaching a Gentlemen’s Agreement be to establish a habit of reciprocal communication
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among the Western powers about the actual interest rates and credit conditions they had offered to the communist countries.
Giscard was less enthusiastic, and pointed to the need to preserve deals already struck with the East – a point that did not
actually raise any debate.25
On the subject of export credits the summit proved its great potential for Western coordination. If the drafting of the
Gentlemen’s Agreement needed time and further consultation to decide upon actual measures, the occasion was ripe to leave
the Soviets in no doubt that the Western industrialised countries were moving towards coordinated action. Following Ford’s
proposal, the Declaration of the Rambouillet Summit unambiguously stated that the heads of state and governments ‘look(ed)
to an orderly and fruitful increase in our economic relations with socialist countries as an important element in progress in
détente, and in world economic growth’.26 In the same vein, the six Western leaders also promised to ‘intensify our efforts to
achieve a prompt conclusion of the negotiations concerning export credits’.27
Following the momentum started at Rambouillet, detailed negotiations took place in the appropriate multilateral institution:
the Organisation for Economic Cooperation and Development (OECD). The OECD issued guidelines relating to the minimum
interest rate, the maximum life term, and the minimum prepayment for officially backed export credits for industrial goods.
This agreement was of the utmost importance in eliminating existing differences between member states’ competing terms of
trade with communist countries.28 At the following G7 meeting in San Juan (Puerto Rico) in June 1976, participants
highlighted the adoption of ‘converging guidelines with regard to export credits’ and expressed their hope that other countries
might soon be able to join in such a Gentlemen’s Agreement.29
In addition, the Puerto Rico Declaration renewed praise and support for the steady growth of East–West trade, and
‘expressed the hope that economic relations between East and West would develop their full potential on a sound financial
and reciprocal commercial basis’. Participants also agreed that this process warranted careful examination, as well as efforts
on their part ‘to ensure that these economic ties enhance overall East/West relationships’.30

The G7–European Council connection
Interestingly, agreement on export credits was found in a Western forum but not at the EEC level. Actually, it seems that some
European leaders avoided putting the question of export credits before the European Council, preferring instead a broader
agreement at the international level. Although this could be viewed as a sensible course of action in terms of adopting
appropriate measures to regulate international competition, searching for agreement at international level did not, per se,
pre-empt previous and concurrent agreement within the EEC. However, when analysing the situation on export credits within
the Community, the reason why some member states preferred not to approach the issue becomes evident.
In 1975 the implementation of the Common Commercial Policy was under way. In fact, it is accurate to say that a common
commercial policy had existed on imports from the communist states since January 1975. In December 1974 the EEC Council
of Ministers established a common import regime directly applying to all EEC member states as of 1 January 1975. 31 A
further decision in March 1975 established the quantitative import contingents for the year,32 which were subsequently
updated every year in December, pending direct negotiations and trade agreements between the EEC and communist
countries. Conversely, the implementation of a common commercial policy of exports lagged dramatically behind because
member states considered export credits, in particular, a matter of national competence; giving responsibility for them to the
EEC and the Commission was resisted.33
To address the issue of export credits at European Council level would have inevitably called into question the role of the
Commission, the latter being a participant in the top-level European forum since the first meeting. To try and regulate
competition on export credits at the international level, on the contrary, could allow EEC member states to have a free rein
since the EEC Commission at the time was not invited to participate in the economic summits. The member states’ manoeuvre
did not go unnoticed by the EEC Commission, which appealed to the Court of Justice on the question of regulation of export
credits. The Court ruled that export controls fell, to the extent that they are an aspect of commercial policy, under the scope of
the Community’s exclusive powers in the field of commercial policy.34 However, agreement of individual member states on
the actual transfer of power in this regard to the Commission would be required, and, indeed, this was far from being granted.
As already mentioned, the agreement on export credits was eventually reached outside the Community framework. A year
after the Puerto Rico G7 summit the smaller EEC members decided to endorse the OECD guidelines. The Commission was
left with the only option of ratifying the situation. In its Decision of 14 March 1977, the Council of Ministers, acting on a
proposal from the Commission, declared the Gentlemen’s Agreement between the United States, Canada, Japan, the United
Kingdom, France, Germany and Italy to be applicable also to the other member states.35

The early 1980s: G7 summits in a time of turmoil
Only in the early 1980s were the G7 summits clearly dominated by East–West political issues, a consequence of the major
crises in Afghanistan and Poland. This is immediately evident in the growing space devoted to declarations on East–West
matters.
The Declaration of the Venice Summit (22–23 June 1980) showed a great degree of Western unity in denouncing the Soviet
invasion of Afghanistan as ‘incompatible with the principles of the United Nations Charter and with efforts to maintain
genuine détente’ and ‘undermin[ing] the very foundations of peace, both in the region and in the world at large’. 36 Although
the declaration unambiguously called for complete Soviet withdrawal and stated the participants’ support for existing
diplomatic initiatives, no specific measures were endorsed at the summit. If anything, the moderate reaction of Western
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governments is highlighted in the last paragraph, which reaffirmed the positions of ‘[t]hose governments represented at this
meeting which have taken a position against attendance at the Olympic Games’.37
Actual discussion of East–West relations at G7 level took place at the following summits of Ottawa (1981) and Versailles
(1982), due largely to major changes in economic and political East–West relations and, above all, to the policy of the new US
administration under Ronald Reagan.
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Economic and political aspects of East–West relations in the early 1980s
In the course of the second half of the 1970s the foreign indebtedness of some Eastern European countries increased
considerably due to the combined effect of several factors. First, the goal of increasing exports to the West through a process
of modernising the East’s means of production was only partially attained. Lack of adequate organisation, materials and
qualified workforce prevented the implementation of many investment projects. In addition, the persistent recession in
Western countries further reduced Eastern European countries’ chances of getting their goods into Western markets. 38 As a
result of inadequate export levels it became more and more difficult to service debt. The sharp increase in the crude oil price
also aggravated the financial situation of these countries. The fact that CMEA states could rely on Soviet supplies of cheaper
oil should not overshadow the impact of international oil price shocks, which served to alter the economic balance within the
CMEA to the disadvantage of European members. Although they could still benefit from the possibility of purchasing oil and
gas from the Soviet Union at low prices, the CMEA arrangement only had a delaying effect. Under a new system of price
calculation imposed by the Soviet Union, the price of its oil would be based on the moving average of the world price over the
previous five years; in subsequent years Soviet allies would therefore meet with a steadily rising oil price that would
harmonise with the prevailing world price.39 The overall situation of Eastern European debtor countries worsened also in
terms of debt structure, with periods of repayment becoming shorter. While initially foreign credits had been used for the
purchase of machinery and equipment (long-term repayment debts), the worsening of the economic situation increasingly led
to borrowing for the purchase of intermediate products and even food (short-term repayment). Finally, the burden repayments
became heavier due to a substantial rise in the rates of interest applied by creditors. 40 Among the CMEA countries, two in
particular faced severe indebtedness in the early 1980s: Romania and, more dramatically, Poland.
To avoid default the only course of action was agreement on debt restructuring. Debt restructuring implies that creditors are
willing to give the debtor country enough time to adjust its economy and therefore be able to service the debt. While economic
rationale would suggest accepting debt-restructuring measures, political rationale plays an ultimate role in the decision to
grant such breathing space. With East–West relations turning sour, and a major shift in US policy towards renewed
confrontation with the Soviet Union, the real issue at stake in Western discussions was the possibility of using economic and
financial relations as a political instrument to induce a fundamental change in Soviet foreign policy. Political motivations took
primacy by virtue of the fact that both the Soviet intervention in Afghanistan, in December 1979, and the imposition of martial
law in Poland in December 1981 raised security concerns. Both actions contravened the UN Charter and the Helsinki Final
Act provisions and cast some doubt upon the communist countries’ commitment to détente. Consequently, the Western
governments’ response was very much derived from the underlying conception of détente and the vision of East–West
relations. Although all Western governments denounced the Soviet invasion of Afghanistan and the imposition of martial law
in Poland, fundamental differences emerged on both the assessment of Soviet responsibility and, consequently, the possible
use of economic and financial tools as a response. Western European governments continued to envisage positive pro-détente
effects in East–West trade and financial relations (Wandel durch Handel), whereas the US administration resumed the power
politics tradition of using economic exchanges as an instrument of leverage. After the Soviet invasion of Afghanistan, Carter
turned to the punitive use of economic diplomacy, evidenced by the adoption of sanctions. The shift from carrot to stick
reached its zenith with the election of Reagan to the US presidency. To be sure, Reagan came to power as an opponent of
détente. The new administration was determined to restore US military and economic power, self-reliance, and leadership, so
as to meet the Soviet challenge from a position of strength.41 In Reagan’s view, the USSR faced serious economic and
political challenges, and this offered the West a historic opportunity to create a more stable relationship with Moscow. 42
Denial of further credits, limitations on exports, and a widening of the technological gap were meant to aggravate Soviet
weakness and redress the balance neatly in favour of the West. Reagan constantly tried to broaden the unilateral US policy to
a multilateral action including Western Europe in order to make it more effective. In this context, the European Council
proved to be an important tool for maximising Western European cohesion in light of discussions with the US administration.
In the overall attempt to reach a common policy towards the East, and the Soviet Union more specifically, the G7 summits
did represent a viable option, though they were by no means the only fora for discussion. However, G7 meetings alone did not
suffice to enable the overcoming of differences between the US government, on the one hand, and the Western European
partners on the other; in fact they actually stressed transatlantic dissonance.

The limits of the G7 on Western coordination on East–West relations
The crisis in Afghanistan was of a more political nature and, more importantly, was a matter for debate and action within the
UN, since it also involved the Islamic Conference’s views and initiatives. Nonetheless, the G7 – which remained primarily
concerned with economic issues – did address the crisis, and indeed political intentions were expressed in the Ottawa
Declaration. It is worth noting here the clear influence of the European Council in shaping the G7 response. In fact,
participants declared:
We note with approval the constructive proposal of the European Council for an international conference to bring about this
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result and call upon the Soviet Union to accept it. We are grateful for the report given us by Foreign Secretary Carrington
on his recent visit to Moscow, and his discussions there, on behalf of the Ten, on the international conference proposal. 43
The above-mentioned initiative was born in the British Foreign Office. Significantly, the British government had searched for
the support of its EEC European partners first. The Council of (Foreign) Ministers of the EEC on 22–23 June had agreed on
the UK initiative for Afghanistan and submitted it to the subsequent European Council in Luxembourg. 44 The approval of the
European Council on 30 March represented the first coordinated position of the EEC member states on the Afghan crisis that
went beyond simple words of condemnation of the invasion.45
Although relevant, the Afghan issue was not in itself a key matter for G7 discussions. The overall policy towards the Soviet
Union was. The most important issue tackled at the Ottawa summit was the gas pipeline deal between Western European
countries and the Soviet Union, for which negotiations were at a promising point. In Reagan’s eyes the deal was folly and
proved that the Western Europeans were dangerously dependent on trade with the East and too willing to underestimate the
Soviet threat, tolerate Soviet aggressive policy, and compromise.46 The US President made a last-ditch effort at Ottawa to
prevent an agreement by offering the prospect of supplies of US coal and Canadian natural gas as alternatives. This offer was
not very well prepared however, not least because it did not address European concerns about unemployment, and thus was
not given serious consideration. As a result the Europeans flatly rejected it, thereby further intensifying the Atlantic discord.
Nor was there any agreement on revising economic policy towards the Soviet Union. In fact, the Ottawa Declaration was
quite ambiguous. On the one hand, participants expressed concern about the continuing military build-up of the USSR, and
mentioned that they had ‘reviewed the significance of East-West economic relations’ for their political and security interests.
On the other hand, the lack of a common approach was evident in the recognition of ‘a complex balance of political and
economic interests and risks in these relations’. Indeed, the debate’s result was a mere agreement to consult ‘to ensure that, in
the field of East-West relations, our economic policies continue to be compatible with our political and security objectives’.
Although there was a more specific mention of the ‘present system of controls on trade in strategic goods and related
technology with the USSR’,47 the agreement was merely to undertake further consultations in the appropriate forum, i.e. the
CoCom. The Ottawa meeting could not therefore reconcile divergent approaches.
On 21 November 1981 the natural gas contract was signed. It was not published, but all the paragraphs affecting either
security or international economic interests were made public. The US administration continued to fight the project even after
the contract had been signed and during negotiations on construction, equipment and credits. Similarly, the US continued to
put pressure on tightening export controls within the CoCom. The European governments, however, were ready to support
initiatives to make CoCom more effective and close loopholes in existing controls, but refused to use CoCom as an instrument
of economic containment and opposed a broadening of controls.
Of more direct and dramatic concern to the G7 summits was the worsening situation in Poland. From a political point of
view, all Western governments had feared a possible intervention of the Soviet Union, which would inevitably put an end to
hopes of continuing détente. Indeed, Carter wrote a personal letter to all Western European leaders expressing concern over a
possible Soviet invasion.48 The Luxembourg European Council of 1–2 December 1980 also issued a declaration on Poland,
expressing support for the Polish people’s right to self-determination and readiness to provide economic assistance as well as
warning that any act contravening fundamental principles of international law would have extremely severe consequences for
the situation in Europe and the world.49 Political considerations intertwined with the dramatic economic and financial
situation in Poland; in the political turmoil no promising conditions existed for overcoming the country’s poor economic
performance and repaying of its huge debts. In December 1981 the deterioration of the Polish situation and the imposition of
martial law in the country triggered an even more passionate arm-twisting by the US of its Western European allies, which
reverberated within the talks of the Versailles G7 summit of 4–6 June 1982.
Yet the Polish deepening crisis demonstrates clearly that decisions and discussions were taking place in fora other than the
G7. The situation was dramatic enough to warrant the involvement of all Western bloc countries in the urgent
decision-making process, thus leading them to resort to NATO in the first instance. The same can be said for the European
Council. The major forum for Western European coordination was the Council of Foreign Ministers, with the European
Council serving to give political weight to EEC members’ collective actions and statements. Consequently, to analyse the
Versailles summit without appraising previous events would greatly narrow the understanding of the scope and role of the G7
in the Western discussion over East–West relations at the time.
The EC response to the imposition of martial law was cautious. The Council of Ministers on 15 December expressed
sympathy with the Polish people and called for the withdrawal of martial law. At the same time it announced that Community
aid to Poland would continue for humanitarian reasons, although now via non-governmental channels so as to ensure
non-discriminatory distribution. The ministers also repeated warnings against external (Soviet) interference in the political
situation in Poland, along similar lines to previous European Council statements issued in December 1980 and March 1981. 50
The US administration, by contrast, adopted a punitive stance and announced economic sanctions against Poland and the
Soviet Union, which, in Reagan’s words, ‘bear a heavy and direct responsibility for the repression in Poland’. 51 The US
President suspended official credit facilities for Poland and tightened US export controls to the USSR. Moreover, Reagan sent
further warnings to Moscow: ‘Further steps may be necessary, and I will be prepared to take them. American decisions will be
determined by Soviet actions.’52
The day after Reagan’s statement, EPC political directors met in London to discuss US measures and the Polish crisis and
arranged a ministerial meeting to be held in Brussels on 4 January. EPC foreign ministers’ joint declaration condemned
Moscow for placing serious external pressure on Poland, but stopped short of attributing the Soviets any direct responsibility.
The joint declaration mostly addressed the Polish government, to which three requests were made: ‘to end as soon as possible
the state of martial law, to release those arrested and to restore a general dialogue with the church and Solidarity’. 53 The EC
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members consistently resisted Washington pressure for economic sanctions, affirming only that they would not undermine US
export controls and that ‘measures (would) be considered in the light of developments of the situation in Poland’, including
‘measures concerning the Community’s commercial policy with regard to the USSR’.54
On the question of credits, an agreement was reached at the NATO extraordinary ministerial meeting of 11 January to
postpone any rescheduling of the official Polish debt until the situation there became clearer. The Europeans, though, still
refused to endorse a policy of sanctions against the Soviet Union and the final communiqué only listed ‘potential’ measures. 55
At the CoCom meeting on 21 January the Europeans resisted again US pressure to tighten general export controls.
Not only did the EC member states argue that a policy of sanctions threatened the Community’s interests in East–West
trade.56 They also pointed to the political value of East–West economic relations, with the Brussels European Council of
March 1982 sending a clear message to the US government. The heads of state or government ‘recognised the role which
economic and commercial contacts and cooperation have played in the stabilisation and the development of East-West
relations as a whole and which they wish to see continue on the basis of a genuine mutual interest’. 57 As clearly stated in the
official publication of the activities of the EEC Council, ‘Ces conclusions ont servi de base pour la position des représentants
de la Communauté lors des déliberations du sommet de Versailles (juin 1982) relatives aux relations économiques avec l’Est’.
58 In this case it is evident that Western European governments did use the added political weight of European Council
declarations to strengthen their position vis-à-vis the US government.
It is within this context of overt divergence in Western policy that the Versailles summit took place. Reagan tried to keep
alive the debate by proposing a credit standardisation policy towards Eastern Europe. Although it was not clear through which
coordinating mechanism a limitation of credit to Eastern Europe was to be achieved, the US approach was clearly to restrict
credit to Comecon countries. The Western European leaders made a half-hearted step towards compromise. The Versailles
Declaration affirmed that
taking into account existing economic and financial considerations, we have agreed to handle cautiously financial relations
with the USSR and other Eastern European countries in such a way as to ensure that they are conducted on a sound
economic basis, including also the need for commercial prudence in limiting export credits. The development of economic
and financial relations will be subject to periodic ex-post review.59
Appreciation of the Versailles results varied depending on which side of the Atlantic one was on. The Western European
governments thought that a fair agreement had been achieved after difficult discussions on improving coordination on
East–West related issues and, in particular, on a tighter policy on export credits.60 The US administration was, in contrast,
very disappointed. It did not help that in several European capitals it was pointed out that the Versailles formula did not
include tangible political commitments. The FRG Chancellor, for example, noted that no shift in the credit policy was
considered necessary, either in quantity or in the kind of financing, and that there was no thought of any politically imposed
limit of credits.61 As is evident, not only did the G7 summit not resolve misunderstandings, it could actually have instigated
some.
Nor was the US satisfied by the outcome of the talks on sanctions and export controls. Although the Versailles Declaration
explicitly tackled all aspects of economic and financial relations with the East and the Soviet Union, it only pointed to further
discussion in appropriate fora for further coordination and agreed only that participants would ‘exchange information in the
OECD on all aspects of our economic, commercial and financial relations with the Soviet Union and Eastern Europe’.62
The Reagan administration was highly disappointed with the Versailles summit’s results. Immediately after, on 18 June,
Reagan decided to expand the export ban to US-controlled firms in Europe and to equipment produced by European firms
under US license, hitting directly a number of Western European firms working on the gas pipeline project. 63 The move
engendered vigorous protests by the EC and individual member states, exacerbating US–EC relations.
Reagan’s unilateral decision also underlines the limits of trust-building at the G7 summits. European policy-makers were
dismayed by the US decision to escalate sanctions following the summit meeting. It was felt that significant progress had been
made and that the US President had proven to be more cooperative during G7 discussions. 64 Furthermore, owing to the
complexities of the negotiations and the need to reach agreement with all OECD countries, the US administration could not
possibly have expected all its objectives to be achieved quickly.65
Once again the European Council was used to emphasise the Western European governments’ stance. The Brussels
European Council of 28–29 June 1982, following Reagan’s unilateral action, called for ‘a genuine and effective dialogue [to]
take place between the United States and the Community in areas of possible disputes’. 66 In addition to Western European
governments’ formal protests, an article in Foreign Affairs by FRG Foreign Minister Hans-Dietrich Genscher further
elucidated the European way of thinking; trade and economic ties could reduce the military threat in Europe, whereas
economic warfare engendering a climate of confrontation might convince the Soviet leadership to continue with military
buildup and expansionism.67
Facing a unanimous and vigorous opposition from its Western European allies, the US administration eventually yielded on
13 November 1982. The following Copenhagen European Council of December ‘note[d] with satisfaction the EC/US
arrangements on steel and the lifting of United States sanctions related to the Siberian pipeline’.68 Although symbolic, this
statement reminds how the European Council had come to be considered useful in maximising Western European impact on
the transatlantic debate over East–West relations.

Conclusion
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In light of the previous analysis it is possible to make some conclusive remarks as to the role of summits on questions related
to East–West relations, as well as to their effectiveness in allowing Western coordination on the matter.
Neither the European Council nor the G7 came to substitute the existing fora discussing East–West relations. EPC was the
actual forum and tool for a collective European policy towards the East. Since the EEC Commission was increasingly
involved in EPC meetings, even on political issues, the European Council’s function of linking the EEC and EPC, though
helpful, was not of paramount importance. On matters of substance, most of the time the European Council sanctioned what
the foreign ministers had already agreed within EPC. At the international level, NATO remained the first and most important
forum for transatlantic debate and coordination. As a matter of fact, neither the European Council nor the G7 had been
established to discuss East–West problems.
The European Council and the G7 declarations really only magnified the diplomatic impact of decisions taken elsewhere.
With EPC statements becoming ‘European Council declarations’,69 the EEC single voice was louder and neater and arguably
more effective in sending a clear message to the Soviets, the media, and to the US government, especially at times of major
crisis. However, to assess the actual diplomatic impact further research is needed to investigate the reaction of those to whom
the declarations were addressed. Similarly, G7 declarations emphasised Western unity in facing major international problems.
Bonhomme and Mourlon-Druol wrote that arguably the most important role of the summits relates to improving relations
among members, and more specifically to creating ‘a structure which could maintain and foster trust among Western leaders,
in times of turmoil’, though they are clear in highlighting that summits could generate misconceptions as well. 70 Indeed, as far
as East–West relations issues were concerned, summits gave sometimes the possibility for clarifying intentions and visions,
and for dissipating concerns; yet they also at times engendered bitter misunderstanding. This was evident in the case of
concerns about Reagan’s policy of sanctions; the Europeans left the G7 meeting with their spirits lifted, only to find
themselves a couple of weeks later facing blunt unilateral US action that clearly undermined détente and Western solidarity.
It is the argument of this chapter that summits proved both useful and effective in deepening trust and broadening Western
coordination on matters where consensus already existed among members as to how to approach East–West relations. Indeed,
in the mid-1970s, economic summits of Western countries did contribute, inter alia, to the coordination of Western policies
towards the Soviet Union and Eastern Europe on trade and financial matters. Discussions held with a view to avoiding unfair
economic and financial competition between Western countries reached concrete results; namely the OECD guidelines on
export credits. Conversely, when the US and Western European allies drifted apart on fundamental features of policy towards
the USSR and East–West relations, the G7 mechanism proved unable to produce substantial results or to be helpful in actually
reconciling conflicting positions. A review of the Ottawa and Versailles meetings’ declarations shows that they were timid
attempts at hiding dissonance, while calls for further consultations on export controls, credits and all aspects of economic,
commercial and financial relations with the Soviet Union and Eastern Europe simply revealed the lack of agreement.
Moreover, G7 summits did not pre-empt unilateral action detrimental to partners. In fact, in the immediate aftermath of the
Versailles summit, Reagan extended the gas pipeline-related embargo to Western European companies using US licences and
equipment, causing a major transatlantic clash.
Concluding, the degree of summit effectiveness in coordinating Western policies towards the East, and particularly the
Soviet Union, varied widely according to the existing state of East–West relations (détente or crisis) and leaders’ ideas and
visions at the time (détente vs. confrontation, economic cooperation and exchange vs. economic warfare). Coordination
proved easier at times of good East–West relations, expanding trade and cooperation across the Iron Curtain. Western
coordination in the 1970s was possible, and successful, because all participants shared the belief that détente should be
preserved and enhanced for political and economic reasons, and that improving such relations served this cause well.
Summitry served the function of deepening existing trust and consensus, affording the industrialised Western countries space
to devote their efforts to ‘simply’ establishing fair rules of competition between them. When major crises erupted between
1979 and 1981, the debate forcefully shifted to the fundamental core political visions of East–West relations. US policy,
which had always been discontinuous and inclined to a moralistic stance, turned to using economic leverage first as a stick to
punish Soviet bad behaviour and then as a weapon to win the Cold War. For their part, the European governments, though not
acquiescing to the Soviets, stood firm in pursuit of their policy of détente and continued in what had been a long-established
and long-term policy of change through rapprochement. In the presence of such deep divisions on approach, not even summits
were able to reconcile positions or clear up misunderstandings; if anything, the necessity to at least appear able to reach
agreement sometimes actually created them.
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