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In the light of recent devel pments in the Communist
countries of Eastern Europe(1), it has been thought desirable to
improve the pooling within NATO of information on the current
economic asiltuatien of these countries for the purpose of arriving
at an agreed assessment of theipr future economic development and
trade prospects. The Sub-Committee on Soviet BEconomic Policy
was entrusted with undertaking such economic reviews on the banmis
of reports to be prepared by RATO countries havi a special
interest in a particular Bastern Buropean country(2).

2. The United S8tates Delegation volunteered to begin thie
new exercise by a note on the Rumenian eccnomy which was discuesed
in the Sub-Committee on 6th November, 1964; an Italian note on
the Czechoslovak economy was discumsed on 11th February, 1965, a
French note on the Pclish economy on 25th February; a German
note on the Soviet-occupied Zone on 29th April; a United Kingdom
note on Hungary on 24th May, and a Oerman note on Bulgaria on
2nd July, 1965. High-renking naticnal officials including
representatives of NATO countries stationed in the capitals of
the Bastern Burovean countries concerned took part in theae
examining sessions. On each of the countries so far examined a
summary report has been sent to the Council through the Committee
of Econcmic Advisers(3).

NORTH ATLANTIC COUNCIL ——

EXEMPLAIRE ‘ 1,")
N t)

(1) Throughout this study this expression excludes the USSR,
Albenia and Yugoslavia.
22; AC/89-R/55, Item I.
3) €C-M{65)48 en-Rumaniaj
C-M(65)41 on Czechoslovakia;
C-M(65)42 on Poland;
C-M(65)63 on the Soviet-occupied Zone;
C-M{(65)57 on Hungary, and
C-M(65)80 on Bulgaria.
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- 3. Duri this excrcise, the Sub-Committee bore in mind a
previous repor2?1) which the Committee of Economic ..dvisers,
advised by national officials, had prepared last year following
instructions by the Council "to maeke recommendations ss to such
economic measures as might be taken by NATO to loosen the ties
between the USSR and the variouas satellites"{2); other RATO
studies, completed or under way, on general economic develop-
ments within the Esatern European countries, these countries'
relations with COMECON, their trade with NATC countries, etc.,
have also been taken intc conaideration(3).

4. The Sub-Committee felt that the Committee of Economic
Advisers amd the Councll might be intercsted to receive a general
revicw summarising the results of the studies on thc individual
countries and comparing their present economic situation and
future trends, in particular as rcgards exterhal tradc,

(8igned) A. VINCENT

OTAN/NATO,
Paris, XVie.

C-R(63)58, paragraph 50.
See AC/12§-WP/153(BennelJ and other doourents listed at
Annex to AC/89-A/70.

;1; See C-M(64)78
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E 1. The economies of the five Communist countries of B etern

Thurope snd the Soviet-Ocoupied Zone of Germrny hive 11 developed
Jiulckly during the post-war period but, since the beginning of the
1960'a, the high growth retee of industrisl production have declined,
=host markedly in the more edvenced countries of the region. Recog-
/nising that a gystem of strict centrelleed plsnning end control woris
less efficiently the more sophisticated production beocomes, the
=Eastern Buropeen lesdera began to introduce some msrket elements
Yinto their economiss. The most far-reaching reforms have recently
Sveen introduced in the two most industrislised countries of the
region, Czechoslovakis and the Soviet Zone, while the othere ore

till discuseing snd experimenting, like the Soviet Union, slong the

ines of the Libermenn proposals of 1962, Though 1t is yet too e:rly
Eto Judge the effectiveness of these refarss and experiments, it
gjbann.ot be excluded theat thay might one day improve economie perform-
<«ance, Attempts ere elso being mede in some countries to meke

=2griculture more productive by improving incentives ifor collective
Qémd stete farmers, ‘

- 2. The Boviet Union is the predominant trading perther of -11
“the countries underroviey, but the share of NATO countries in their
rade is also quite importent snd much greater than that of Communist
ountries in RATO countries' trade. According to Emstern Buropesn
ustatistica, which are believed to under-estimste tho importence of
Cthe countries' trsde with the West - thc share of thc Soviet Union
=3nd of NATO countries in the Esstermn Europern coumtries' foreign

% ade turnover in 1963 was:
o
=} Shere of Shere of
> Sovigt Upion HATO countrieg
geria 55% 17%
ovlie t~Occupied Zone
A of Germany 48k (53%)(1) 18% (7%)(2)
'Rumanis 2% 20%
~Smechoslovekis 40% 10%
oland PR . 20%
Eiungary 3ux 15%
%
e

d’l) L8% if intre—~German trede is incluiled, 53% 1Y it 1e excluded
= from the Zone's totsl foreign trede turnover:
=

2) 18% if intra—Germen trade is included, 7% if 1t ia excluded.

-3- NATC COFITLN. IAL
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3. Bach Eastern European country's own cconomic  nd
politicel aspirations arc, of coursc, an essentisl fector in
Eastern Eurcopean trade policies towards NATO oountries. On
the one hand, all Eastern European countriss wish to expnnd
their trede with the West £nd to hove grester acceas to
western technology; on the other hand, none of theec countriees
wante to risk a shift of trade of such 5 magnitude thet it might
provoke Soviet countermecsures., RBach is, in o verying degrec,
inhibited by the fear of advancing, to 1ts own or the Commun'st
capp's detrimont, western politlcai objeotives, cithcr world-
wide or in ERestern Burope itsclf, Also, sccount has to be
taken of the military co-operetion butwcen the USSR snd tae Esstern
Buropean countries and of the presence of Bovict troope in some of
the latter. In addition, some countrics (Polsnd emd Czechoelovekia)
may conbider close ties with the Boviet Union indispcneoble ce long
as the probleme srising out of the sbechoe of s peacc treoty emding
World War II heve not been settled. In the light of thesc vorious
considerstions, at present Rumonia, with ite active hationsl self-
interest policy, is clesrly the least constrained. Polond, with
its approcch to the EEC end initiative in the Kennedy Round, end
in progressively lesser degree Cgochoslovakie, Hungnry and Bulg-ris,
8lso appear ready to contrset for e further inerease in the West'e
share of their trade., Although ective in attcmpting to promote
western economic contects the 8Scviet-occupied Zone of Germony is
primerily interested in gaining international stetus cnd
recognition as e scperste Germon stete.

4. DNone of the Erstern Europsean countriee is fully sstisfied
with the benefits derived from CONMECON, dbut they ¢ nnot be expceted
to leave this orgonizstion; the urge for such - ctep h-e probebly
weakened as, for tho time being st lerst, the org-nigr tion hes
abandoned its morec ambitious plona.

5. Ap past developments have shown, ¢ mere expanaion of tr de
between NATO countries snd the Communist countries of fJestem Europe
does not sutomstically reducec the shore of the Sovict Union in the
latter's trade. During recent years, this has only been the case for
Rumanig, wherees in the case of m 5 gubstantinl increase 1n the
US3R"e shore wes eccompanied by a consilderable reduction of the share
of NATO countries; i.e, Rumanis and Hungary scem to be thc only
countries where en expansion of NATO countries' trede would contribdbutc
directly to & looeening of these countrics' cconomic tiee with the
Sovict Union. All thc other countries seem to expand thcir trede with
NATO countries simultanecously with their trade with the Sovict Union -
8 phenomenon which is comprchensible, given the grect interdcpcndence
of thelr e¢conomies with thc Boviet economy: the demsnd for Soviet
raw materials and energy grows togcther with theee countriee’' exporte
of finished and memi-finished gooda to NATC countriee.
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6. Though the cummodity structure of the Eastern European
countriea' exports to the West i1s changing, trade relations with
the West will continue to be limited by the small range of gooda
these countries have to »ffer, the poor quality of these goods,
the inadequate servicing facilities, etc., and slso by the
quantitative and other reatrictions which hamper the entry of
these countries’ exports into western markets.

o
0 0

Te As far as the economie policy of NATO countries is con-
cerned, the Sub-Committee feels that, in spite of the various
obatacles hampering trade with the Eastern Buropean countries and
the fact that a mere expansion of NATO countries' trade with
these countries will not necessarily redoce their economic
dependence on the SBoviet Union:

(1) NATO countries should continue to encourage trade
relations with the Bastern European countries;
indeed, in the abaence of such encouragement, their
present share in these countriea' trade might
significently decrease; in addition, there may
be a 1ink between trade with the West and the
extent to which economic reforms are introduced in
Eastern Europe: on the one hand such reforms, as
they leave greater freecdom to the individual
enterprises in the choice of their suppliers and
customers, may in the future favour an expansion of
trade with the West; on the other hand this
expansion of trade, even when accompanied by an
increase of trade between Bastern Europe and the
S8oviet Union, may help in making new aconomic
measures work smoothly and thus contribute towards
introduei in Bastern Burope an element of
freedom which may grow and even have a liberalising
effect on the political life of these countries;

(11) they should endeavour to facilitate the access of
Bastern Buropean products to their markets by what-
ever measures they feel appropriate, taking care,
however, not to damage the legitimate interestes of
other countries, especially those of the free world
which are still in the course of developnment. In
particular, they might explore the posaibility of
removing quantitative reatrictiuns on goods imported
fronm Rastern Buropean countries on condition that
these countries undertake to avoid any action likely
to disrupt western marketa. In addition, Vestern
European countries should give close consideration
to the approaches made by some Eastern luropsean
countries to intermetional economic organizations
such aa GATT; it appears, indeed, that the outcome
of the contacts mads by Poland with GATT, in the
framework of the Kennedy Round, and with the
European Economic Community, will strongly influence

-5~ NATO GONPIDENTLAL
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the attitude of other Bastern European cour.tries
towards weatern economic organizations. Weptern
countries should also furthzr examire the problem
of extending credits to Eastera European countries,
taking account of the need to avoid giving atate-
trading countries the opportunity of playing off
one western firn againat another; 1in the v ew of

a number of delegations, NATO countries should aim
at co-ordinating their credit policy towards theese
countriea, a problem which ha not been fully die-
cusaed in the course of this exei:fuc; 1in general,
western countries should pursuc an cconomic policy
flexible enough to allow them to exploit any oppor-
tunity that future economic developmentn in Eastern
Burope may offer, bearing in mind the numerous
differences among individual countries with respect
to such factors as their aive, geogisaphical situa-
tion, history, stege of devclopment, dependence on
the Boviet Union, ete;

(11i) thsy should continue to study, in NATO, economic
developments in the individusl Egstern Zurorean
countries and aleoc to consult on the economic
policies which may be applied to Easterm European
countries with a view to furthering the intereets
of the Alliance.

B.  INTERNAL ECONOMIC SITUATION
(s) Arsa and population

8, The five Communigt countries of Eastern Burope and the
Soviet~occupled Zone of Germany cover about 1 million aq.km. or 20k
of the European continent, excluding the Boviet Union. The 1r.di-
vidual couﬁtgiau differ conslderably in sise: Poland and Rumania
are compsratively large (313,000 sq.km. and 238,000 sq.km. respec-
tively), while Cgechoslovakia, Bulgaria, the Soviet-occupied Zone
of Germany(1) and Hungary cover only around 100,000 sq.km. each(2).
Poland a:d Rumania have long common borders with the Soviet Union,
Czechoslovakia and Hungary only small ones, while the 3oviet Zone
and Bulgaria are d4divided from the USSR by Poland and Rumania
reapectively. Three of these countriee have common borders with
NATO memders: Bulgaria with OGreece and Turk:y, Cgechoelovakia and
the Zone with the Federal Republic of Germany. Caschoslov.kia
and Hungary are entirely landlocked.

9. Population figures aleo differ subatantielly: FPoland has
31 million, Rumgnis 19 milljon, the Zone 17 million, Czechoslovakias
14 million, Hungary 10 million and risa 8 million inhabitants,
a total of close to 100 million or of the Buropean population,
that of the Soviet Union excluded.

(1) The ues of the word “country®™ with respect to the Soviet-
occupied Zone of Germany does not imply that the Zone 18
considered an independent state like the other Communist
countries of Eastern Europe.

(2) Bee Annex 1.

EATO CONPIDENTIAL -6-
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10. Important historical and politic:c]l fsctors heve shaped the
cconomies in the individuel Eaatern Europeon countries, As o conse-
guence of World Wor 1l 311 countries were occupled by the Soviet
Union which succeeded in installing Communist rfgimee, -nd in
imposing lts own social snd economic system on them., Fol-nd under-
went o profound geogrophical tronsforwr tion, Size ble diewm ntling
of industrial plant nnd its tranefer to the Sovict Union ce war
booty occurred 1n cll countrics, elthough Czechoslov kir end Pol-nd
who were treated as “nllies" loet significerntly less of such flleged
German ssscta then the other countries; the Soviet—-occupled Zone
was cut off from the sll-Germzn economic structurc, its ccohomy wos
dismsntled cnd 1t haod to poy faor hecvier reperctions thon the other
former “encmy" countries until the middle of the 1950's. After the
1956 revolutiong in Poland and Hungary, Gomulka introduced some
flexibility into the strict planning and control system end ellowed
collecctive farmers to return to individusl pessent ferming, while

Kadar tightcned thc grip on the Hungerisn economy snd cut off most
of the country's trade with the Wast.

(b) General Development

11, There are considersble differences in the steges of
economic development resched by the vrrious countries(l). Two of
them - Czechoslovikic cnd the Sovict-occupicd Zone of Germsny - are
highly industriszliscd: their per cspite GNP can be estimeated ss
about 10% higher then that of thc Boviet Union and about three-cuerters
that of a number of ndvanced western Europenn countries, Bumsnia
and Bulgeris ore still beckw.rd - their per cepits GNP's sre anly
about 60% that of the Soviet Union's; Bungary and Polend rsnge in
between, with per copite GNP's of sbout 75% thet of the Soviet Union.

12. The economigs of 311 the countrics under review progressed
quickly during thc sccond half of the 1950's, ofter reconatruction
hnd been completcd and the reparation eloims of the Boviet Union fully
met. In recent yoors, however, growth retes have declined in sll
countries of the ®glon, snd in perticulsr in the wore ~dvenocd onea.
In 1963, Csechoslovekia waos hit by o eeverc economio crisis: the
régine officlelly rccognised e decline in the netionsl incowe of 4%
a striking refutzation of the claim that the Communiat sys tem wes the
beat guorantee for steady cnd rapid economic growth, It would
appesr, indeed, that the rigid Soviet aystem of centrrliscd pl-nning
becomes incrensingly inadequate e the economy develops.

(c) Industrisl Production

13, In 1linc with Communist economic dootrine, indus try, cnd
especielly hcavy industry, wss particularly fovoured in all countries,
During the period 1960-6l4, gross industrial production roge gt the
following annual average rates(2):; Rumania 15%, Bulgaria 11%,
Hungary 10K, Poland 9% (as in the Soviet Union), Czechos.lovokis and
thc Soviet-occupied Zone of Germsny &%. This corrceponds , but
invorscly, to the mtage of development rcached by the resp ective
countries and cen be explsined by the fect that high growth rectes are

. & common feature in the first phescs of industrislisation.

1) See Annex I :

{2; Pre-snnual rates of growth of industrial production ussd here
ere thosc clnimed by the individusl countries; thce method of
computing the grose industrisl production gencrnlly overstrtes,
and is not comprroble with similer western indices.

-7- N.ATO_ CONFIDFHTLLL




(4a) Employmcnt
g 14, . major problem so far unsettled sppears to be the lsbour
giituction, <herens lsbour shortages meke themselves increaosingly
o

elt in thce doveloped economies of the 3ovict-occupied Zone of
rmeny snd Czechoslov-kis, 5l} the other countries, emd in porticulsr
oland, are fcced with open or hidden uncmploym.nt, o problem which
facoording to Communist dogmr connot exist in any Bovict-type economy.
=The possiblility of drawing upon the rcserves of unakilled agricultur-l
E@abm which are 8till sbundent in most tountries has so £-r boch one
=2¥ the moin sources of mpid industrisl progress, but co on improve-
nt in quelity is now the mnin requirement, even in the less-developed
ountries of the region, the existence of thie pool of unskilled
ﬁabom- ie no longcr such > v-luable gsset. Furthermorc, there do not
eem to exist any prcoeticanble plans for an exchonge of laobour among
COMECON countries on » significunt scilc. Even if such plans
ere sdopted, the Eastern European lesdcrs would hsve increasingly
0 concentrate thelr attention on technicel tr-ining progrommes f{or
Emokuled workers.,

HI (e) agriculture

oy
e 15, ABrieulture 1is fully collectiviped in cll countries of the
Zregion except in Pol:nd where individurl f-rming still preveils, but
Y9 the hol@ings are cxtremely smoll 2nd government intcrvention is

ery extensive, this type of frrming hoe not ac fer proved more

cctive than eollective agriculture s prectised in th. other

sountries of the region, During the yesrs 1960/1964, - gricultur-l
cproduction in Polend end Rannnis hge incrcesed ¢t rn ¢fvercge -nnuel
~rste of 2% (as 1in thc Sowiet Union), rg intt 3% for Bulg ris rnd
>nly 1% for Czechoslovokiz cnd Bungery(l), r very uns- tirfrectory

rformence considering thet most of these¢ countries depend hervil-

n agricylturszl exports s eerners of convertible gurrency. As o

npequence of the poor resulte of rgriculturol production, most
—régimea have racently ultered their hostile ottitude towsrds the
ownership of privcte plots by collective formers which only cover
“about 108 of the arsblc 1land dbut sccount for up to 258 of totol
~sgricultursl production, and & much higher shere in livestock breeding,
U: mamber of incentive sehemes ore being introduced; somc of theae cre
—~braed on the principle of rewerding collective fermers in cccordsnce
—with the results rohleved on the particulor 1and on which they z=re
CQIlcu'klng: thus the régimea hope to m-ko more effcctive the canrider-ble
nvestiments in agriculturs, the share of which in totnl investments
48 often greater then those in compsr:-ble weetorn countrics,

(f) Ecopomic Raforpe

16, As = comsocucnce of the apperent insdequoey of the rigid
JSovi.t-type system of centrclised plomning and control, cspeciclly in
<the more advonced countriee, economic policy is now being revised in
=~all countries of the region, but in verying degrees, While the lcss
Cdeveloped countries of the region hrve not yet left the stege of
“41scussion snd experimentstion, ecanomic reforms hove been introduced

) Thc Goviet-occupied Zone does not publlsh ony compereblc Tigurcs,
but 1its agriculture seems to have Row recovered from the 1960/61
setbocks following forced collectivisstion.

NATO CONPIDENTIAL -8-
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in the Soviet-occupied Zone of Guerm~ny tn nid-1963 snd in
Czechoslovekis in January 1965, Theoee reforms have much in common
with propossls made earlier in the USSR and Poland by

Professors Libermenn, Lange and others, and sre also influenced to
some extent by the Yugoslav exemplo. Theorctically at lesst, they

can be considered to be the mosgt fsr-resching revision of economie
policy @o far introduced in any Communist country, Yugoslevic exccpted.

17. The reforms consist of a decentralisstion of plrnning end
price fixing and the introduction of eewe clemcnts of » wrrket
economy into production. Enterpriesca will now be compelled to pay
much greater attention to prafitebility thsn wos previously the case,
and direot contactas between suppliers send consumsre will be esteb-
lished in certain branches of the economy. All countrics sre now
engaged 1n experigenting with some farm of incentives for the pur-
pose of encouraging quelity production -nd economic efficiency. in
several countries, the foreign trede proccdure hss been modified
somewhat by ollowing enterprises producing for export to celculr te

according to world market prices end to meke eettlements in forcign
currencles.

c.

18, The importance of foreign trzde for the economics of the
countrics under review is 1n inverse proportion to the size of their
populstion: the shore of imports in the cetimsted GNP ie higheot
in Bulgaris snd Bungary (17;Psnd 13% respcctively), oround 12% in
Czrchoslovaki: ¢nd the Soviet Zone ond gbout 8% in Rumenis end
Poland, These rotes are much bolow thowe of compereble western
countrles, probably bhecsuse in Soviet-type centrelly plonned
economie¢s foreign trade ie e Aifficult clement to hendle; 1t would

seem that with @ more flexible system there would be scope for o
considerable increasa.

19. The six countries together account for a little over 6%

~ of world trade, i.e. more thon the Soviet Union (L.5%) but lces then

some individual western countries such as the United 8States, the
United Kingdom or the Fcderal Republic of Germeny slone. 'i'ne shares
of the individual Eastern Europesn countries in world trede sre:
Soviet Zone 1.6%, Czechoslovakia 4,58, Pcland 1.2%, Hungary 0. 8%,
Rumenis ond Bulgerie 0,6% each. Bince 1955, the forcign trade turn-
over has more than doubled in nll countrice of the rcgion, sdvrncing
o bit faster in Hungary snd Rumcnis cnd more slowly in Czechoslovekin;
in Bulgaria it incresscd no less then fourfold.

(b) Beglonel pptterm of foreign tredo

20, The Soviet Union is the EBostern Buropezn countrics' most
importcnt troding pertner, Its share in the countries' foreign trnde
turnover in +963 was: 55k for Bulgerie, 48§ for the 3ovict Zonc(1),

"42% for Rumenia, LO% for Czechoelovokia, end 34% for both Polend

(1) Including intra-Germon trede; if excluded, the shore 1s 53%.

-9- NATO CONFIPRITL.L
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and Hungary. Thege countriee depend on the Soviet Union for most
of their raw material supplies, in perticular crude oil carried via
the COMECON pipeline and irem ore, and as a market for their manu-
factured goods. For the less develcped countries of the regton,
Soviet deliveries of equipment and spare parte are of vital
importance to some of their key industries. Most of the ocountries
have received some form of econtaic aid from the 3oviet Union and
ean rely on supplementary credits, grain deliverios, etc., 1in caee
of fuvture emergencies. Furthermore, the foct that all countries
were compelled to introduce the Sovict system of centralised planning,
resulting in contrcl by the State of all foreign trade transactions,
makes trade relations among theee countries easier than with market
economies. 8Scviet proposals for sunranational planning under the
auspices of COMECON have so far failed, mrinly becausc of Rumania's
epposition, and economic ce-oréination is focussed largely on
bilateral agreementa between the individual Eastern European
eountries and their moat important trading partner, the Soviet Unlon.

29 The share of RATO countries in the Zastern Burogpean
countries' foreign trade in 196% was: 20% for both Poland and
Rumania, 18% for the Soviet Zone {including intra-German trade; 1f
this was excluded, the share would cnly be %), 157 for Hungary, 13%
for Bulgaria and 10% for Czechoslevakia. These figures are much
higher than the share of Communist countries in NATO countries'
foreign treds, whioh averages about 4K exoept for Greece (15%),
Iceland (15%) and Turkey (8%). Pive NATO countries acoount for
O close to B0R of total NATO's trade with the Eaatern Buropean
= countries: the Pederal Repudlic of Germany (35%), the United
2 Kingdom (13%), Italy (12%), Prance (8K%) end the Onited 3tates (B%).

22, The share of the Soviet Uaion and that of NATO conntries
in the Egstern Buropean countries' foreign trade underwent some
drastic changea since 1955(1). Though the share of the Soviet Union
(end of the other Bastern Buropean countries) may havo deen over-
valued by the fact that trade gztwaan COKECON countries is believed
to be carried out at a higher price level than world trade, the
following trends cen be inferred from the development of the Bastern
Buropean countries' trade with the different regions of the world:
in the cese of the %ﬁg%g&:ggggp;ed one_of Germany and %gggﬂgg%gxggig,
the share of the Boviet Union has incrcased to %ﬁe detriment of that
of the rest of the world, while the share of NATO countries has
remuined almoat constant; in the case of Po , the share of the
Soviet Union and that of NATO countries have slightly increased
while that of the rest of the world has declined; in the case of

» the share of the Soviect Unjon has increased substantially

¢ detriment of trade with NATO countries (as a conseguencc of
the 1956 revolution); Bﬁginiﬁh:a' moved in the opposite direction:
the share of the Seviet Union has fallen considerably to the
advantage of NATO countries; in the case of Bulgarip. a merked
increase in the share of the Soviet Union was accompanied by &
 striking growth in the share of NATO countries, while that of the
k4 ether Eaatern European countries declined conaiderably.

LASSIFIE - MISE EN LECTURE PUBLIQUE
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(1) E;e Annex 11I.
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(c¢) Proepects for Foreisn Ecopopic Reletions

23. 1t hos been recognised during the dlecuesions in the
Committee that the prospucta for the Bastern Ruropern countrice!
forelgn economic relations will be infiuenced by other th:n purely
economic considerations, In this respect, cocount has to be t:oken
of the militery co-operation between the Eostern Buropesn countries
and the USSR end of the presence of Soviet troops in some of the
countries (some four divisions in Hungary, two in Polsnd 3nd twonty
in the Soviet-occupled Zone of Germany). In nddition, the lesdere
of some countries guch as Polend rnd Cgechoslovekir might concider
close ties with the Saviet Union indispenssble &8 long ss the probl.me
arising out of the sbacnce of a pesce tre-~ty ending vorld ’sar II
hove not been settled,

24, Fron sh ecopnomic point of view, the prospects for a
substantiol expsnasion of the Esstern Europesn countries’ trsde with
the West do not seem too favoursble for the following reascons:

- the faot that for the leas developed countrics of
the region, Polend, Hungsry, Rumsnis ond Bulgeria,
agricul tural producta are the main ezrncrs of "h-prad"
currency. Exporta of these products will be difficult
to expand given the various qu-ntitstive and other
restrictions hampering their entry into western
countries. The situstion is somewhet aggrevated by
the gredusl introduction of the esgricultur-l
provisions of the Tresty of Rome: the Polee have
been in contect with the EBC commission, but 1t 1p
far from clerr whether the outcom of these negoti-tions
wvill prove srtisfactory for thcmg

- the difficulty for Brstern Buropern countrier to
offer momuf: ctured goods of ¢ rurlity competitive on
western morkets; on the other hrnd, low ru-lity
goods for ma8e consumption, such as textiles rnd
shoes, are som times offercd &t very competitive
prices, so that wustern countries feel obligcd to
maintain restrictiona to protect their own industries;
Turthermore, the commodity structure of Eastern
Baropean exports to the West is chenging and the
export of mechinery, equipment snd manufpctured
goods growing in importcnce(l); howcver, delivery
periode, sarvice frcilitias ond thes provision of
Epare parts leeve much to be desired, amd the cfforta
msde by Bastern European oxportcrs to use western
advertising me thods are undoudbtedly insufficicent,

(1) BSee Chart at Annex,
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the difficulty for state tr-ding countries to provide
genuine compens.tion for the grsnting of MFN trcatment
and to fulfil the obligations ntticned, for instance,
to full GATT memberahip: Cgzechoslovokin, though a full
GATT member since the foundation of this organizotion
has for this russon not bcan given full NFPN trectment
by other member countries: however, wrys ore being
explored to com:c to e practicol srrangement with Polerg
within the fremwork of the Kennody Round:

the stroined belonce of poymonts situation of most of
these countries 1n their traode with the Weat, especially
morked in the case of Poland which, from 1965 onwerd,
will hove to rcpay aubstantinl United Strtes credite;

in the specirl cose of the Soviet-occupied Zonc of
Gormsny, 1t must bo borne in mind thrt sny exp-nsion
of the trode of western industrirlised countries with
the Zone might, if 1t were -chieved rt the expense of
intro-Germcn trede, wenken one of the 1-st tice between
the two parts of Germony end rcduce the effcctivonees
of intrs~German trade na cn instrument dgeigrne.d to
protect free access to Berlin: moreocever 1t should
not be overlooked that thc East Germsan régime, by
geining gradusl ecceptance as o commerzinl] partner on
the internaticusl scene, hopes one dsy to be recogniscd
a8 an indcpendent staote,

25, Elemente leading towarde closer economic relstions:

the urgent need of nll Bastarn Buropean governmcnte to
acquire technienl know-how from the West for the
purpose of modernisling their econoniecs;

the interest of the Eostern HEuropeen governments in the
posaibility of joint projects to be operated on thulr
territories in conjunction with western firma for the
purpose of allevipting thcir unemployment situntion,of
participating in cdvanced western technology, of makiag
their own produocts more acceptable on western m.rkots,
rnd of obtaining easicr accesa to the credit facilities
of the wentern industriolised countrics;

the fovournble disposition of mome Bastern Europern
governments, such es thut of Rum~nips and Hungnry, to
sending students and tecchnicel miseione to the West to
atudy modern industricl snd agriculturrl techniruce:

NATO CONFIDENTL/L ~-12-
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the digposeition of some weatern industri:liacd countries
to promote tradc relations with Eastern Zurone, inter
alia, by signing long-term tradc agrccmnciita and by
granting credite to facilitate thec delivery of industrial
inatallations; in thia connection may alsc be mentioned
the exchange of permanent trade misasions between the
Federal Republic and moat Eastern Europcan countrice and
the rccent offer by the United Kingdom to rcaove guanti-
tative restrictions on a wide range of goods imported
from these countries on condition that thc latter under-
take to avoid any action likely to disrupt tiac British
markel; Czcchoslovakia, Hungary, Poland and Bulgaria
have 8o far accepted this offer, but it rcmains to be
seen to what extent these countries' trade with the
United Kingdowm will, as a result, be incrcaacd.

-13- NATC CCHNTIDENTIAL
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NATO CONFIDENTIAL
ENNEX I to
02
BASIC DATA
ROP RIS .\
R |
(eres, populction, stage of devclopment re
end foreign trade depcndency) e Wi
1963 figuree H
] Unit Bulanrie Czecho- | Bovict- ‘un Polend |Runnid ovic
ga slovekia | Occupied gary | Foisn i Totel ynion
Zone of
Germany
T + e
Area 1,000 111 128 108 53 313 254 990 | 22,400
8c.Kkm,
Populs tion million 8.0 4.0 17.0 10.1 31,0 18. 93.0 | 227.0
NP-eetimate(l) bil;;on 5.4 18,2 22,1 9.8 25,6 12.§ 98,9 | 270.0
us
er ceplita GNP us # 670 1,300 1,700 970 210 67 1,000(z} 1,190
ports 839 2,L56 2,671 1,206 1,770 91H 9,856 7,150
mports §é1;1°“ 916 2,151 2 687 1206 | 1979 | 1,02q 5,c61 7,040
‘'oreign trade turn- (-)
over 1,755 t,609 5,358 2,512 2,769 | 1,934)19,517 14,190
er capita forcign
trade Us # 219 328 315 z51 121 1021 .97 62
of imports in GNP | % 17.0 11.8 12.2 13.4 7.7 8.1 9,8 2.6

|

Average,

1
)
3

Including intpra-0Jermon trade,

At 1963 market prices, based on United Stetes estimates.
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FOREIGN TRADE OF £ASTERN BUROFEAN COUNTRIES
SHARE OF DIFFERENT REGIONS IN TOTAL TURNOVER
Soviet Other Esstern NATO | Rest of
Ugion Euroresn countries countries ltnc vorld
1955 | 1963 | 1955 1963 1955 196, }%95; 1963
Soviet=Occupied Zone of
Germany 38 L8 26 28 20(2) 18(z)] 16 6
zechoslovakia 35 LO 29 31 11 10 25 19
Polond 32 34 27 27 17(3) 20 2l 19
ngary 22 34 312 31 2 (L) 15 22 20
&umania 52(1) L2 20(1) 22 12(1) 20 16 16
‘Bulgaria L9 5 37 25 6 13 8 8

Geperal Remark: Celculeted according to officirl figures:
intr3~-COMECON trede, the ahsrc of NATO countrics 18 pcturlly somewhsat

higher (sce AC/80-WP/153 series).

1958 figure (1955 not svsilable, but believed to be roughly the same),
if thie was cxcluded the shrre vould only be 10X for

T A
IV NS
N o

Including intra-German trede;
1955 and 7% for 1963,

In 1950, this shere h~d bucn 25%,

In 1959, this eshzre had only been 13%,

NATO CONFIDENTIAL

given the higher price levcl of
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EASTERN EUROPEAN COUNTRIES' EXPORTS TO TOTAL OECD COUNTRIES 1956(1) AND 19631 -
- B3Y WAJOR CATEGOAY OF COBERODITY -
(I lion B5 Palars - Asoml Tolnis)
1. Sovist-occupied Zowe of Germany asd Crechesiovakis
| L3 ] [ [N
SOVIET OCC. OF GERMANY AKIA
(including intra-Garman trade) CZECHOSLOVAKI
CAT. B+ I+ 4 Foudninflts and Fas
CAT.2+3 : Crods Wbris! and iaerst Fesis s
19, 3 CAT S * Chetmicalks
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1 ®
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T A compnsiag Toma (uhich i3 pf 50 rEperiice w B devriagmant fres 1999 I 13T

Tt v percantages @ et of e coipes represEnt Be e of Mol category @ tutal erpers awgery * ‘Coummditres and Tramsaciiond ol clasyddied scoording & hand® ka3 aal Seee take igle comsimatum 08 o 5 of 99 PRE mpEtRRCE),
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EASTERN EUROPEAN COUNTRIES' EXPORTS TO TOTAL GECD COUNTRIES 1958(%) AND 19632)
- BY SAJOR CATE4ORY OF CONBODITY -
{Wioem YT Defwrs - Annedl Tetaln)
1. Rosmaaiz sad Bulgaria
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EASTERN EUROPEAR COUNTRIES' EXPORTS TQ 70

TAL OECO COUNTRIES 19581} ARD 1963(2)
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