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W In the light of  recent deve37pmente in the Communiet 
countr ies  of Eaefem Bamope(l), it ham been thought deeirable to 

H improve the pooling within NATO of information on the current 
$ econoaic s i t u a t i o n  of these  countriee f o r  the purpose of ar r iv ing 
4 a t  rm agreed aseeesment of t he i r  fu tu re  economic development and 
4 trade  prospects. The Sub-Comittee on Soviet Economic Policy 
0 was entrusted with undertaking much economic reviewe on the b a d e  r/ of repor ts  t o  be prepared by NATO countr ies  h a v l  a epecial 
i i n t e r e a t  i n  a pa r t i cu la r  Eaatern Burapean 

2 2. The United S ta t e s  Delegatian volunteered to begin th i e  
5 new exercise by a note on the Rumanian economy which wee diacuesed 
m i n  the Sub-Committee on 6 th  Novembar, 1964; an I ta l i an  note on 
O t h e  Czechoslovak economy w a s  discussed on 1 lth February, 1965, s 

French note on the Polish economy on 25th February; s Oerman 5: note  on the Soviet-occupied Zone on 29th Apr i l ;  a United Kingdom 
note on Huqary on 24th Yay, and a Oerman note on Bulgaria on 
2nd July, 1965. High-ranking nat ional  of f i c i a l e  including 
representat ivee o r  WATO countr iee s ta t ioned i n  the capi ta le  of 

4 the b e t e r n  Eurooean countriam concerned took pa r t  i n  these 
examining seeslone. On each o r  the countries so f a r  examined a 
summary repor t  ham been sen t  to the Council through the Committee 
of E C O M B ~ C  ~ d v i m r a ( 3 ) .  

n 
8 (1) Thro~@iout t h i s  etudy t h i s  expression excludes the WSR, 

Albania end Yugoslavia. 
Item I. 
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3 th ie  excrciee,  the Sub-Committoo bore i n  mind a 
px%vious I )  which the Committee of Zconomic ,'.dvieere, 
advised by nat ional  o f f i c i a l s ,  had prepared l a s t  year iollowing 
instruct ione by the Council "to make recommendatlone ae to euch 
economic measures a8 might be taken by NATO to looacn t h o  t iea  
bet- the U88B uld the varioue sa tc l l i t ee" [2) ;  othor RATO 
etudiee, completed o r  under w a y ,  on general economic bcvclop- 
mente w i  thin the EPetern European countr iee,  theee countriee' 
re la t ione with C O Y E O N ,  t h e i r  trade w i t h  NATO countrice, a tc . ,  
have a lso  been taken into o~neidemtion(3). 

4. 'Ilhe SbibConm-ittee felt thot the Committee of Economic 
Adtisere m!l the -Cornrail might be lntsfostea to r e c e l ~  s #enera1 
review eummarising the rsaalta of the studlea O n  Wic individual 
countr ies  and comparing fhclr preeent economic e i tuat ion and 
fu ture  trends, ln pamla6taT 86 m m b  e~ternol trsdc. 

See C-Y (6d+)78 
C - ~ ( 6 3 ) 5 8 ,  paragraph 50. 
See A C / i 2 7 - ~ ~ / 1 5 3 ( e e r d e ~  and other doburncnts listed a t  
Annex t o  AC/89-A/70. 
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ununar:' Rewrt bu the S ~ - C o ~ t t e e  on S w l s t  &onwic PoZlcy 

Y - 
P! 1. The economiee of the  f i v e  Coammiet countr iee of B r ~ t e r n  
@rope and the Scnist-Oconpb3 ZOM of k r w w  hive -11 devaLoped 
yjuickly during the p o e h a r  period but ,  eince the beginning of the 
W9601e, the high path - tee  of M u e t r i e l  production have dac l imd.  
&oat merkedly i n  the more edvenced countr iee aC the region. &cog- 
=sing thpt a eysbm of' strict ccntrelimed plenning and contml  v o r a  
Reee eff ioiemtly ths mom mophisticated production bsoomm, ttm 
kBetem Europsen leaders begen to intmiluce m a c r  mrket e lenntm 
s n t o  t h e i r  ecanomlsa. !Che met far - reachiw reforme have recent ly  
z e e n  introduced i n  thu trro noat in&ustrlaliesd oountries o f  the 
region,  Czaohoslovakie and the S w i e t  Zone, while the o t h e n  era 

e till dlef%ueming ead aperlmenting,  lik the - le t  Union, along the 
inee of the L i b e ~ l r e m  propmala of 1962. ~bcmgh i t  i e  p e t  too e: rly 

&to judge the  efhectivenese or them refama sod experimsnts, i t  
$annot be excluded t h e t  they might one day improve economic perform- 
e n c e .  Attempts en, oleo  beiw ~ s d e  i n  some oountriee t o  make 
&agricul ture more productive by i 8 p o v i n g  incentives lor collective 
Lhnd s t a t e  farmers. 

8 2. The Soviet Union ia the predomlnsnt tlrding plrtner of ;11 
countries underruvisw, but the a r e  of NATO m n t r i e s  i n  thair 

reds ir 6180 quite important and nruh gremtcr than that of C - i ~ t  
ountr ies  In MTO countr lss '  trade. Aaooldlng t o  Lssturn brop..a 

which a re  believed t o  urdarcsotims b Vm impor tenoe ob 
W e  countries '  t r ade  with the Weat - thc  ahem of thc 3mle t Union 
cbnd of WATO countriem b the &.tern huopecn countrism' fomlgn  
#re&e turnover i n  1963 user 

8 share of Shore oi 
u ~ o v i c  t ilniag IUTO coun t r i ep  

55% 15% 
ovie t-0ocupied Zone 

oi Oarmany % ( 5 3 S ) W  18% (7%)(2) 
us 20% 
lrm lolp 
A% 20% 
3hS 1 5% 

m 
m 

-- 

1) 48% i f  i n t r e 4 e r m n  trede l a  inclucled, 53% if it i e  excl u d ~ d  ' w fro. the ~one'.totyl toreign t m d e  t w n o ~ e r ;  . , 

q2) 18% if intra-Germen t rade  l a  included, i f  i t  is excluded. 



3. Boch Enatern European countryla own ~conon ic  nd 
p o l i t i c a l  oapirntirme arc, o r  courec, nn eeaent ie l  roc tor  in 
Eaetern European trade po l i c i e s  t o r a r b  UM o o u n t r j ~ s .  On 
the one hand, a l l  Eaetcrn European countri.zte wish t o  expand 
their tn tde  wi th  the W e t  cnd t o  hove greatnr  accaee t o  
wcatern technology; on thc other  hond, none of thcec countrice 
wante t o  r i s k  a a h l i t  of t rade  of such o m#nltuda that i t  might 
provoke Soviet  countcrmeosures. Eech is, i n  a varying d c g n e ,  
inhibi ted  by the f o s r  of  edv~nc ing  t o  i ts o m  o r  the C m m n i  s t  
oamp's detriment, western p o l i t l c o i  o b p a t l v e e ,  o i t h r  world- 
wide o r  I n  Eeetern h o p e  ItsoW. Alao, oocount has to be 
taken of the mi l i t a ry  co-uperetion b ~ t w c c n  tho V86R ond t'lc Eoetcrn 
h m p e o n  countr iee  end of  l h e  presence of 8orf ct troop8 i n  aoma o l  
the l a t t e r .  In addl t lon ,  eoae oalrtltries (Polend am¶ Ceechoelovakia) 
may consider alwe tdes ritb the 8ovist Union lndlap~neoble  c s  long 
a s  the problem a r i s i n g  out o r  the absenoe of e peace t rcoty  ending 
l o r l d  W m r  I1 hero not  be- eettled. In  thc light of them vorioua 
coneidera t iom,  a t  present Bopurnis, Witb its ac t tvc  national e e l f -  
i n t e rne t  pol loy,  ie clearly the l e a s t  const=inea. Polnnd, w i  t h  
It& approrch to  the EEC and i n i t l a t i r e  i n  the Kennedy Round, end 
la progresetvely learner degree Ceuchos lmk le ,  l i m g n r y  end B u l g - r i p ,  
a l s o  appear m8tlr to a m t a c t  far e f 'wther  inareaee i n  the West's 
e h m r e  of oblr e i r t m d e .  Although e c t l t e  i n  e t t ~ m p t l n g  ta promote 
w e t e r n  economic contact.  tbt: 8mriet-cmcupled Zone of Oemony l e  
p r l m r i l y  in ternetad  in gaining i n t e r n a t l o m l  B t a t u a  end 
recognition oe  e ecperate Oermnn s t a t e .  

. Yotm of tbe Enatern Europern countriee I m  mlly as t i e f l ed  
with the b e m f i t a  derived from COIEOA, but  t h y  c*nnot bc expcctcd 
to &am t h i s  orgonl te t ian;  tho urge f o r  mudh - c t e p  h-a  pmbebly 
rodccnsd as, f o r  t h c r  ti= being e t  lorst, thc  a g - n i r * t l o n  he8 
abaadomd i t8  mom a m b i t i o u  plan.. 

5. As pemf davohpments have shorn, s uere sxp?nsion of t r  de 
between NATO countries erd the Communie t countr ies  of ;YEettm Eumpe 
does not autometically reduct the e h r e  of the Sovict Unlon i n  the 
letter's tFade. During recent  y e w ,  this hae only been the anso f o r  
Rumen$.& whersss in the caae o f  LLPPla4 s m b e t e n t i ~ l  increnee i n  the 

e shore wee eccompen!.efl by e cone derable reduction af  th aharc 
of NATO aaun t r les ;  1.e. Rumonie and Hungary seem t o  be thL. only 
countries where on m a n s i o n  of NklD countr iee '  t rede would cantr ibutr  
d i m c t l y  t o  s looeoning of t&eae countr ice '  economic t i e8  w l t h  t h  
Soviet Unlon. A l l  thc other  countr ies  seem to expand t h c i r  trede w i t h  
NATO count r ies  eimultaneoualy with their t rade  w i t h  the Sovlct Union - 
0 phenomenon vhich is compmhcnsible, given the grest intcrdcpcndence 
of t h e i r  economies w i t h  thc Soviet sconow:  t h e  dtmfnd fo r  Soviet  
raw mater ia ls  and energy grme togc the r  ri th theme count r i ee '  expurta 
o r  f in i shed  3nd aemi-finiahed gooda to NATO countriee. 



6. Though the cbmmodity s t ruc ture  of  the Eastern European 
countriee' exports t o  the  West is changing, t rade  relet lone w i t h  
the West w i l l  continue to be limited by the small range of goo& 
these countr ies  have to  3ffer, the poor q u a l i t r  af these goode, 
the inadequate servicing f a c i l i t i e e ,  e tc . ,  and also by the 
quant i ta t ive  and other rea t r ic t lono  which hamper the entry of 
these c o u n t r i e ~ '  exports i n t o  western markets. 

7. A s  f a r  a s  t h e  economic pol icy  of NATO countriee i e  con- 
cerned, the BublCome~ittea feels t h a t ,  i n  s p i t e  o f  the various 
obetacles hampering trade with the Eaatern Busopean countries and 
t h e  f a c t  thnt a mere expamion of NATO countr ies '  trade w i t h  
these countries w i l l  rmt necessari ly reduce the i r  economic 
dependence on the 8oviet Union: 

( i )  NATO ~OUntrieS ehould continue to  encourage trade 
r e l a t ions  with the Baatern  European eountriee ; 
indeed, i n  the abeence o f  such encouragement, the1 r 
preeent share  i n  these countr ies '  trade might 
s ign i f ican t ly  decrease; i n  addition, there may 
be a llnk between trade With the  West and the 
extent  t o  which economlo r e f o m  are  introduced i n  
Eastern Europe: on the one hand euch reform,  ae  
they leave grea te r  fre8dtm to  the inblviduaL 
enterprieea i n  the choice of t he i r  suppliers and 
customere, may i n  the fu tu re  favour ua axpension of 
t rade with the Weet; on the other  hand t h i s  
e x p ~ l o n  of  t rade ,  men when acco.pnnied by an 
increase of t rade  between Bastern Europe and the 
Soviet Union, mny help i n  making new economic 
meamre8 work smoothly an& thus c mtribu t s  t a ra rb .  
in t ro thz i  i n  Bartern Burope an eleasnt of 
freedom *h =Y ch may grow an& even have a l i b e r e l l a i w  
effect on t h e  p o l i t i c a l  l i f e  of these countriee; 

( i i )  they shauld endeavour t o  f a c i l i t a t e  the access a? 
-tern Burowan prothefa t o  their narketa by what- 
MOF IICMuree they f e e l  appropriate, taking care,  
horsrer ,  net t o  damage the lcgitimte intareate  of 
other countr iee,  e s p e a i j l y  those of the f ree  world 
which a re  still i n  the couree of darelopment. In 
pa r t i cu la r ,  they might explore the posmlbillty of 
Femoving q u e n t i t e t l r s  r e s t r iu t luns  on good8 imported 
rlPm Bastem -paan countr lee on condition that  
these c o u n 0 ~ i a s  unQTtake to avoid m y  act ion l ike ly  
to  dierupt western a r r k e t s .  I n  addition. Restern 
European countr ies  &auld give cloee c onsideration 
to the approachee made by some Eaa tarn Uopaon 
aountriea to i n t e r r ~ t i d  ecoaomic organizaUOne 
euch aa QAlT; i t  wpes re ,  indeed, t h a t  the outcome 
of  the coatacte laads by Poland with GAIT,  i n  the 
framework of the Kennedy Round, and w j t h  the 
European Economic Community , w i l l  a trongl y l nfluence 



the a t t i t u d e  of o t h e r  Eaetern European cour.triee 
townrda western economic organizatione.  **:stern 
coun t r i e s  should a l s o  f u r t h s r  ex.sm1r.e the yroblar  
of extending c r e d i t s  t o  Eaetern European countr ies ,  
taking account of the  need t o  avoid giving e t a t e -  
t rading count r iee  the OQpCmt~nity of p1ayir.g o f f  
one weetern firm againat another; i n  the v ew of 
a number o f  dslegat ione,  NATO c0untrir . j  should aim 
a t  co-ordinating t h e i r  c r e d i t  policy towards theae 
countr ien,  a problem r h j  ch h:; not bccn f u l l y  d ie-  
cueaed i n  t h e  couree of t h i s  exe:,-4tlc; in general ,  
western count r ies  ehould pureuc an c~onornic policy 
f l ex ib l e  enough to allow them t o  exploit any oppor- 
t un i t y  t h a t  future economic develnymen~a rn E a t e r n  
Wlroge m a y  o f f e r ,  bear ing  i n  m u d  the numerous 
di f fe rences  nmoq individunl  countr iee with reepect 
t o  ouch factors a8 t h e i r  e ize ,  geogrnaphical s i t u a -  
t i o n ,  h i e to ty ,  e t age  o f  devc: lopent ,  dependence on 
the Soviet  Union, e t c ;  

(111) thay should continue t o  study, i n  PAT3, economic 
developments i n  the individual  ZasCern Curo!,ear~ 
coun t r i e s  and ale0 t o  coneult  on ttre economic 
po l i c i e s  which may be appl ied t o  E a t e r r .  European 
coun t r i e s  w i t h  a  view to fu r the r ing  the i n t e r ea t a  
of  t h e  AlUanoe. 

8. The f i v e  Communist countriem o f  ba te rn  6Suropc and #a 
8oviet-occupled Zone of dermally cover about 1 mill ion aq.km. o r  20$ 
*f the Euro pn gor~ t inen t ,  axcludlw the  B w i e t .  Unlon. m e  ir.di- 
v i d m l  coun 7 Piem &Her o o ~ i d e r a b l y  i n  a i r s :  Poland ar.d Itumania 
aFe ~0.par.tiv0ly large ()13,000 8q.h.  and 238.000 8q.k~. respec- 
t i v e l ~ ) ,  while Cgschoslovakia, Bulgaria, the Sovie t-occupiad Zone 
o f  --(I) and Huqpry  oover only around 100,000 sq km. each ( 2 ) .  
Poland clrd Rumania hare long common bordere with t h e  Soviet Union, 
Czeohorlovakh end H u r q a r y  only -11 -a, while the sovie t  Zone 
and B ~ l g r r 5 . a  rre divided from the USSR by Polead md Rumania 

==r o t i ~ e l y .  Tbree of these countriea have cokawn borders w i t h  
NA m~~besm: aria with Oreew and Twk,;v, Csechoel ovnkia and 
the Zone w i t h  the "t aber.1 Regublia of Q a r m ~ ~ .  Csachoslov.Lkia 
and Hunau'g r re  entirely laruilooked. 

9. Populmtiaa rive. a1.o difrer aubatant ia l ly  : Poland has 
31 .iIIim8 R-8 19 ri l l loe,  the Zone 17 mill ion,  Czechoelovakia 
14 allioa, 10 million Urd ria 8 miUlon inhabi tants ,  
a total of a l o ~  tO I00 million or tbs Rwopean population, 
that of th4 Sovie t  Union axoludab. 

(1) urt of the word "-trye rith re-ect to the  Soviet- 
occupied Zone or Germany do- not l - l y  t h a t  the  Zone 1s 
eonsidered an independent state  l i re the o thc r  Communist 
coun t r i e s  of Eastern Burope. 

(2) 8ss Annex 1. 



(b )  General Develo~ment 

10. Important h ie to r i cn l  and po l i t i c -1  fsc tore  h v o  ehoped the 
economics i n  the indlviduol Eastern European oountriea. As  o c o n e -  
quence of Uorld Wnr  11 311 countries were occupied by the Soviet 
Union which succeeded i n  i n a t d l i n g  Communist dgimee, .nd i n  
m o e i n g  its o m  eocirrl and economic syatem on them. Pol* nd uoder- 
went o profound gzogrnphical t rnneforw tion. Sleep ble diaw n t l ing  
of indue t r l a l  p u n t  and i ta  t r enafe r  to the W i c t  Union c s  wor 
booty occurred i n  c l l  countr ies ,  olthou& Czechoslov k i r  end Pol-nd 
who were t r e a t e d  a s  "o l l iee"  l o e t  s i g n i f i c ~ n t l y  lese  of such r l l t p  d 
&man aascta  than the othcr  count r iee ;  the Sovirt-occupied Zone 
wee cu t  off f h m  the all-Qerman economlc e t r u c t u n ,  i t 8  emnomy wns 
diemantled cnd It hod t o  pny f a r  h w v i c r  r e p e r ~ t i o n a  then t h t  other 
former "enemy" cauntrlem until  the middle of the 1950te. W t e r  the 
1956 revolutior@ ul Pobnb  on& tfunsar$r, Go~l~llke introduced eoma 
f l e x i b i l i t y  In to  the e t r l c t  planning ard control  eyetan end el lored 
collective farmere t o  r e t u r n  t o  M i v i d u a l  peeaont feming,  while 
Kadar tightened the g r ip  on t h e  HungerIan economy and cut off  moat 
of the country's t rade w i t h  the Wzat. 

11. There ore considerable d i f ferences  i n  the ate 
aconomlc t l e v e l o p n t  leeched hy the rrrlav c o u n t r l c ~ ( 1 ~ ~  of 
them - Czechoslovrkio cnd the Sowict-occupkd Zone af Oemny - arc 
highly i n d u s t r i ~ l i e c d :  t k i r  per c ep i t a  ONP can be ee t i ae ted  se 
3bout lo$ higher than t h a t  (d the Soviet U n i o n  and about three-curter6 
tha t  of a numbeC o r  advanced western Buropeon countries. b n F s  
on6 Bulgcris a r c  stlll becl.:rd - t h e i r  per  c ~ p i t e  WPta ere anly 
about w t h a t  of the Soviet  Unionto; and Poland m-e lei 
bctrsen, with pcr c ~ p i t c  G W ' ~  of of tkm Soviet  Union 

12. The economies o r  all the countrius &el. review p r o g ~ e ~ e d  
quickly during f.ha eccond half  of  the 1950'8, niter rwons tmo t ion  
had boon c ompletcd and t h e  repere t ion  olnima of the Bovis t Union fully 
mot. I n  reoent years, homvur, growth re tae  have declined i n  011 
countries or the ~ g l o n ,  sad i n  p a r t i c u l a r  i n  the mom ?dvenoed 
In  1963, C s e c b o s l o ~ o ~ l o  m a  h i t  by a severe eoonooio o r i s i s :  tho 
dame officially rccognieed a dec l ine  in the netionel incont 04 45 
o s t r i k i n g  r e fu t z t l on  of the c l n i m  thst the Communist aystem r rc l  the 
best &uoratee fop  eteady and rapid eoonomic growth. I t  would 
appear, indeed, thnt the r i g id  Sovie t  aystem of c e n t r r l i s c d  plrnning 
becomes i r r r cag l ag ly  Fn3dequata re thb economy develops. 

( c )  Jndue t r i a l  Production 
13. In l i n c  w i t h  Communiet economlc d w t r i m ,  i n d m t r y ,  rnd 

eapeciel ly  hcavy industry,  see  p a r t i c u l ~ r l y  fnvourcd i n  a l l  countriee. 
During tbe period 1-, g~orrs i ndue t r i a l  production r0o.e a t  the 
followtrg annual mrerege rateo(2); R u n  15%, bulgnria 11% 

LO%, Pol- 9% (am i n  the S w l e t  Union), C18choe.lovokio and 
thc Soviet-oacupied Zone of Oomany s. This correopond~ , but 
invoreoly, t o  the stage of development raeched by the reep ect ive  
countr ies  and cen be expbinad by the Sect t h a t  high growth n are 
a .comOP f8a&we Lm t k  first ph~t3eEI of i n d m t r i s l i s n t i o n ~  

See Annex I 
Re-annual ratetit of ~ r o w t h  of induat r la l  produetlon uebd here . . 
e r e  thosc clfiimed byVthe individusl  countr iee;  the method of 
computing the gmae incluetrio1 production g e n c m l l y  overetrtt-s.  
and i e  not comprrable wi th  s im i l e r  woetcrn indicce. 



W - 
5 a. .', major problem 80 r ~ r  unset t led  3ppeax-e to  be the labour 
~Yituot lon.  .iherene labour ehortagee make themaelvee incrcxilngly 
+ e l t  i n  thc dovoloped economies of tiru 3ovict-dccup1ed Zone of 

maom snd Czochoelovr.ki~, 311 the o t k r  countrlee, and i n  p o r t i c u h r  
oland, ore fcceb with apcn o r  hidden un~mploymrnt, 3 problem which b 

mcoording t o  Communist d o p  cmnot  exlet i n  a n y  Soviet-typc economy. 
W'he pose lb l l l t y  of drawing upon the rcecrvce of unaklllcd ?lp'lcultur, 1 
Pbbuur uhioh ere still obPadcnt i n  m o e t  countr ies  has so f ~ r  bocn one 
hf the mln eources of n p i d  l n d u e t r i s l  progress, but  co on improve- 

@ nt i n  qua l i t y  I s  now the m n i n  rcqulrement, tvLn i n  thc lcee-dcvclopcd 
ountr iee of t he  region, the existence o t  th is  pool of umkll led  
abaur is no l o n g t r  much 3 vzluoble ssect .  Fu r themon ,  thcre d o  not 
eta t o  ex i s t  zny prset lcoble  plans for an exchsngc of lobou. among & COYBCON conntr ies  on eignif1c;nt mctlo. men  1f such p l c u ~  
e m  edopted, the Eastern European lentlcm would hove increaeingly % eotleentrbte t h e i r  a t t en t ion  on technical  t r - in lng  pm.oSrommee f o r  

k i l l e d  workera. P 
I 

W 
(e)  h r i c u l t u r e  

z 15. IUZrieulturc l a  f u l l y  ca l l sc t iv ieed  1n e l l  cauntriee of t h e  
&!@on exaept i n  Polznd where lndlvidur 1 i-rming still prcroi le ,  but 

the holdings are cxtreslely s m a l l  2nd govornmcnt intcmention i e  
sxfeneitm, a l e  type  of f ~ r m l n g  hoe not eo  f e r  proved more 

et!tlve than co l l ec t ive  egr icul ture  - 8  pr-ct ised i n  thc other  
@-td.lel o r  the ngion .  h r i q  the yeere 1960/1964, - g r i c u l t u r r l  
m~c4uction In Polsnd snd Rnmnie h 6 incrcooed r t rn cverc s -nnurl 
- te  of 2% (43. i n  the Swiet union , ' f  f in r  t 3% t o r  Bulg* r a ,rml 
LJpBlJ 1% f o r  Czcchoelwokic cnd Rungcry 1).  r vary unsl t i r f ro to ry  
&n?rformnct comider ing thet most o r  theec countr ies  depend h e r v i l -  
n a g r i c u l t ~ l  exporte 7 s  eerners  of convertible ournncy. Ae o b Igqueme O f  tBe poor r e su l t8  o? r g r i c u l t w o l  production, most &einaa hare recently a l t e r ed  the i r  hoe t i l e  o t t l t udc  towards thc 

l o t s  by co l lea t ive  formers whiab o n l y  cover P s reb  c. lend but scoount f o r  up to  2% of totoh 
prodimtion, snd n mah higher &ore i n  livcetock breeding. 

lmDbeF of incentive aehemee ore being introduced; now of theme c r e  
p r i m i p l c  of rewerdisg co l lec t lvc  tamcra i n  ;ccordonoe 

c b i t h  tha r e s u l t s  tehleved on t h e  papt iculzr  land on which they -re 
& P k i n g :  th- the rbgimea hops t o  m?ka more e f f ~ c t i v ~  tbe corn idcr-blc  
&nvestments in agr icul turr  , the e h n n  o r  which i n  t o t n l  investmrnte 
, i S  often grea te r  thcn thoeo i n  cornptrrbl~ ruetorn oountrha. 

u 16. A e  z c o n ~ o r u ~ n c o  of the nppumnt insdaquacy 3f thc r ig id  
$bovir;t-type amtern of centrc l ised p l o m i n g  and control ,  u s p e c i c l l ~  in 
+he more 3Wznced countries,  eoonomic polioy l a  n a  being mvisad i n  
&dl countrlee o r  t b  region, but i n  varying degrees. While the l c s s  

eveloped countrlee o r  thcr region hrve no t  y e t  Left thc stcge of 
iecussion and experimcnt3tion, economio mio- hove been introduced 
1) The Swiet-occupied Zone doom not  publish ow comppmbk figurce.  

but i t 8  agr icu l tu re  seema t o  have MU m m d  f mm the 1960/61 - .  
setbzcks ?allowing f o r c e d  co l l cc t lv i se  tion. 

w C0h'PU)EWTIAL -0- 
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Ln tbe Bmiet-ocoupied Zoae of &rm-w i n  mid-1963 end in 
Czechoalovekio i n  January 1965. Tbeee reforrre have moh in cornon 
w i t h  propoea&s made eorller i n  tha U S S R  and Poland by 
Profeaeore Libermann, Lanw ard o t h r a ,  and e re  aleo inf1uc;med t o  
erne ex ten t  by the Yugoalr*v exemph. The01.utical1.y a t  l eee t ,  they 
cnn be conaidered t o  be the roe t  fer-reaching n v i e i o n  o f  rrconomia 
poLiay eo f a r  in t rodwed in any Communist aountry, Yugoalevie e x c l p t c d .  

17. The reforma oonolot o r  a d e o e n t r ~ l i . e t i o n  of p l ~ ~ i n g  end 
pr ioe  f lxing and the introduotlan o# .em eloments o f  0 w r b t  
economy i n t o  production. h t e r p r i e c e  rill n a  be conpelled to  pay 
moh grea te r  8ttentioKI t o  p r o i i t o b i l i t y  than woe previously the oase, 
ond di reo t  contact .  between supplierrr and consumers w i l l  be esteb-  
lished i n  oe r t a in  brandwe of the euonomy. A 1 1  c o u n t r i c ~  ore n a  
engagod i n  erporimenting with some farm of inoentivee f a r  the pur- 
pose o r  enooucaging q u a l i t y  production 2nd economic efilcitncy. In 
eeveral  countr ies ,  the fom1@1 t reda  procedure hns been modified 
eomerhat by ollowing enterprieea producinhl f o r  export to c ~ l c u l r .  t r  
according t o  world market p l c e e  end t o  umk e e t t l e m n k  i n  f o n i g n  
currenc lee. 

C. m G N  W M I C  

a )  lmuztys of the QBponn- 
9conom ea 

18. The importance o r  i o r e i ~ p l  t m d e  f o r  the economl~e of the 
countries under review ir  i n  inverse p r o p o ~ t l o n  t o  the BILE of their 
populn t ion:  the ehore of 1 o r t e  i n  the errtimeted ONP ie highcot 
i n  Bulgaria end Hungary (17 ?' 3nb 13% retepactitcly),  oround l w  i n  
Czr?choelovoki: r oO the Barlet Zone ond about 6% i n  hepanis ond 
Pobrd. m e r e  rotee ore muoh b o l a  tbooe of comp~rebla weetern 
countries.  probably bucauee i n  Soviet- type cen t ra l ly  plonncd 
economitra foreign t ra& l o  o d i f f i c u l t  o l c m n t  to  handle; i t  would 
seem that w i t h  e more f l ex ib l e  eyetom there would be s c o p  for e 
corn iderablo incmaeo. 

19. The s i x  countr iee together account t o r  a l i t t l c  over 6% 
uf mr%b trsbe, I&. more than the Boviet Union (4.596) but h o e  thpn 
eome i d i v i d u a l  r ea t e rn  countr iee euch oe  the United S ta tes  
Unitad K l n g d a m  ar the Pcdcral Rcpublic of Oermny elone. h E l u l r e e  
of the individual  h a t e r n  Europeon countr ies  i n  w o ~ l d  trede e m :  
Soviet Zone l .W,  Czecboelovakln 1 . 5 ,  Poland 1.2%, Hungnry O.W, 
Ruoenie 3nd Bulgorla 0.6% eech. Blncs 1955, tho forc ian  trodo turn-  
over hae more t h m  doubled i n  011 countrice of tbo rcglQn, sdvrncing 
a bit r a e t e r  i n  Bungnry and fhmznlo rnd more s l a l y  i n  Czechwlovskin; 
I n  Bulgmio i t  lncreaecd no h o e  thon f o u r i o l d .  

(b) &#onel b8ttelll ot fbm treBo 

20. The S m l e t  Unlon 10 the Eontern Europt-n countr i te '  a o e t  
important t radlng portner. Its aharc i n  the conntriee'  f o ~ i g n  trnde 
tPrnartr in +%3 me: fer Bulge*e, 48% for the  3 w l c  t tonc ( 7  ) , 
4 s  f o r  Rumania, 4m f o r  Czechcelovokie, end &% for both Polrnd 

(1 ) Including intra-Germnn trcde;  if excluded, the ahnre 18 53%- 



and Hungary. Them countries depcnd on the Soviet Unlon l o r  m e t  
of t he i r  raw meterial  e n p p l i s ~ ,  in p a ~ t l c u l a l '  cnade o i l  aa r r i sd  vi. 

5 -0 COKECON pipe l ine  and ircn ore ,  and as a market for  thei r  mnu- 
factured gooda. For the lees devslcped oountries of the regton, 3 Soviet de l ive r i e s  of equipment and epere parts am of v i t a l  

C9 importance t o  a m 8  of t h e i r  key intlustries. Mont of the oauntriea 
5 hare received some form of econ~mic aid f Y v m  the 3ovist  Union and 

a m  re13 on atipplawntary credl ts ,  g ra in  deliveriom, etc. ,  in  cam 
of fv?l;re amergencies. Furthermore, the  fnct  tha t  a l l  countries 5 were ~0mpe11eQ t o  introduce the ~ o v i o t  y a t r  of central iscd planning, 
resulting i n  contrc l  by the Sta te  of all forel-  trade transactlona, 
makes trade re la t ions  amoq them oountriee e ~ l a r  thtar wi th  market 
saonomier. Bcviet proposals fo r  sn-manational planning under the 
auepicee of COYgCOlO have so far f a i l ed ,  mclnly becauac o f  Rumania's 
.ppoeition, and economic co-orUnation i e  iocussed largely on 

W bilateral agreements betrean the individual Eastern European 
a countries and t h a l r  met i m p o r t a t  trading partner ,  t h e  Soviet Unlon. 
m 

E 21. The share  of lUTO countrieu i n  the Zestern Eurozeea 
, oountries '  forefgn trade In 1963 was: 2CJ$ for  both Poland an& 
w Rumania, 1% f o r  the Soviet Zone (including in t raaerman trade; i f  

t h i s  W a s  excluded, the share would only be f i ) ,  15$ f o r  Bungary, 13% 
H fir Bulgaria and 101  f o r  CrechoalcvaLi.. T h e w  figurea are much 
$j higher than the share .t Comuniet countr ies  i n  NATO countries'  

foreiim -, W o h  evewoe eboet kS exoept t o r  (Irewe (15%). 3 ID.~IM (1%) and l\lrkey (8%).  PIve NATO countrie8 aooount fo r  
O Cl0.e to 8C$ of total NATO'. trade with the Eastern European 

countrYe8: the h d s r a l  Republic or Oarmany (35% tho Unitod 
IlWa6m (.IS), I t a l y  (lS), fiance (W) and the its& States (HI. 

W 
& 22. The share o r  the  Sovlet 0-on and that  o r  NATO corntr ies  
5 I n  the Emtern European c m t r l e o '  foreign trade undonent soma 
mdramtlc chsnges since 1955 I). Though the rhare o f  the S o v l a t  Union 3 ( a d  of the  o ther  P e t e r n  u r ~  ul countriee) y havo bean over- 

*atued by the fact that t m d e  !? eween C O m O U  countries 1s believed 5: to be car r ied  out a t  e higher p r ice  l e o s l  than world trade, the 
2 following t r e n b  o m  be inferred from the  develo~ment of the Eastern 

m ~ p e a n - c o u n t r i e s '  t r ade  with the di f lerent  regions of the world: 3 in t he  Cree of  the 
c;l the share o f  the 

of the rest of the world, v h l l e  the ahare o f  IUTO countries hee 
3 m i n e d  d60st canstant;  i n  the case o f  , tho aham of the 5 Soviet Union a d  that of HATO countries incrcesed 

While that n i  the  rest of the World h.8 declined; i n  the came of 
, bhe ahare of the Soviet Union ha6 increasoU s n b s t a n t l a l l ~  

H ef trade w i t h  HATO countriee (as a coneopuencc or t? the 19% revolution) ; ha@ moved i n  the o p p a s ~ t o  dlrecticm: 
3 the ahare of the S e v i e t % % % a a  f a l l e n  coneiderably to  the 
4 advrntage of  1UlV countries;  in oaee of -, a marked 
c;l incream3 i n  the share of t h  80~teC &ton was a - m f e d  by a 
O s t r i k i n g  growth i n  the ahare of NATO countr ies ,  whlle that of the 
a &her Enatern Eurapan countr ies  decl ined considerably. n 

(1) 6- Aanex XI. 



(c)  a o s ~ c c t s  for Foroinn Bconoclc Rel~ uonq 

23. It hoe been recognieed during the diecueelom i n  thc 
Comaittee tht the p~oepecta  f o r  tho B ~ s t e r n  Bumper n countrice " 
foreign economic telotione w i l l  be influenced by other t h -n  purely 
eaonomic coneideratione. In  t h i s  roepact, oocount hem to be Ckcn 
of the r i l i t e r y  oo-operetion between the Borrtcrn ZPIropcen countries 
and the U88B end of t t m  premnao of Bariet troopm in .om or the 
countries (scrae four 6ivielons i n  kbqpry ,  two i n  Poland and tw~nty  
i n  the Soviet-occupied Zone of Germarpr). I n  oddition, the leodcrc 
of soao countries mch as Polend end Ctechoalmskir might c o n t i d ~ r  
aloer. t i e e  with tbe Baviet Union irdiepcnasblc ee long oe the probl mr. 
arlming out of the sbscnce of 3 PCBCB t re- ty  ending 'iorld 'sr I1 
bve not been mettle& 

2h. FFoo an econoraic point of view. the prwpecte f o r  3 

eubstentiol expension of the &stern European cauntriee' trede w i t h  
the &at  do not s e e m  too favourebb far t 4 u  following rescorn: 

- the f a d  t h a t  for tha leas de*olopad oountrice o f  
the RglOn, Poland, Hungary, Ruurnia ond B u l g e r i a ,  
agr icul tural  products e m  tha main earncra o r  "b rd" 
currency. Export. of them products w i l l  bc di f f i cu l t  
to e x p a d  given the varioub q u m t i t a t i t e  and other 
m a t r i a t i o m  haqar- their entry in to  reetern 
countria.. TAm e l t m t i o n  is mosrhet eggrsvsted by 
the grodu31 introduotion of tbe sgriculturl 
p rwimion~  of the Trea ty  of Roa: the Polee hare 
been i n  contect w i t h  the EPC caarieaion, but it i e  
f a r  from c lee r  whether the outcoaa of thene nogoti-tione 
dl1 prove m~t ia i sc to ry  tor t k m l  

- the dfffirmlty far &stern  Bumper n aountrlcr to  
offer mnnuircturod gpoda of F ru r l i t y  compctitivc on 
western -rite*; on th; o a r  hrnd, la r u , l i t y  
goods ftW m3ee commptioa,  -&I om t x t i l c e  rnd 
&aes, src m o m t  t i m e  offesed 6 t very oompe t i  tive 
prioea, so that rueturn countriem feel obliged to 
maintein ree t r ic t ione  t o  protect their a n  induetriee; 
futhermona, the commodity s t n ~ c t u r e  of Beetern 
Rampaan expmta t o  Mm &I chenglna ond the 
erpol.h of rech+ncry, equ ipan t  and m n m c  t m d  
good8 growing i n  importcnce(1); hacver ,  delivcry 
periods, 813rVhe t r c i l i t i s s  Rnd tbe p r o r i s l ~  of 
spare part. leave much t o  be demirsd, a d  t h c  e f f o r t 8  
made by Beetern Burapean oxporkre to m a  reetern 
advertising PP thoda ore undoubtedly ineuff icicnt. 

(1) See Chart a t  Annex. 



- the d i f f i c u l t y  f o r  e t n t s  tr-dlng count r ies  ta providc 
genuine compcn3: t i o n  f o r  the  gronting of KFn(r"N t rcatmcnt 
and to f u l f i l  the o b l i g a t i o n e  n t t l c h c ? ,  for i n s t m c e ,  
t o  full GATT aemberahip: Ceechoeiov~kl ;~ , though n f u l l  
GATT member e l m o  tht. f aundo t i on  of this orgnnizotion 
has i o r  t h l e  meson n o t  bcan givun f u l l  YPN t r cc  t m n t  
br other wmbcr oountr loa:  howevur, wr ys on. k i n g  
explored to aomr: t o  e p r e o t l c o l  ~rmngcrnt  dth Yol-rd 
with in  t h e  fmmwork or the K o m d y  Round: 

- the etrnlned b a l ~ o e  of  pogmonte mitustion of most ot 
thoee count r loa  i n  t h e i r  trade w i t h  the M t ,  espec in l ly  
morked i n  thc caec of P o l m d  which, from 1965 onw~rd ,  
w i l l  hove t o  rcpoy aube ton t ln l  United Ytr tee c m d i t e :  

- i n  the e p e c i r l  come of tha  Sovie t-occupied Zonc or 
Oemrny, A t  mmt bo borne i n  mind th- t ony exp-nsion 
of the  trode of weetarn i n d u e t r i r l i o c d  coun t r i e s  w i t h  
the  Zone might, i f  i t  were achieved - t the exptnec of 
Intro-Oarmcn trede, wenken one of the 1- st t i c  fi be twcen 
t h e  two parte of Oermnny rnd rcduce the e f f r r t i v r n e ~ s  
af lntrs-&mnen trade no cn inatcum-nt daeigrit d t o  
p r o t e a t  i m e  occase to Berlin: moreoever i t  should 
n o t  be overlooked t h a t  t h c  b e t  krman  regime, by 
gaining gradual occeptsncs as n comier3inl p a r t n e r  on 
t h  i n t e r w t i c u o l  a a e m ,  hapee one dog to be r tcogniecd 
ae an imlcpendent atate. 

25. Elsmente' l ead ing  toaarde closer economlc rele tione : 

- t he  urgent need of 011 Rnstern Eurapem governm~ n t ~  t o  
acqui re  tcchnicnl  know-hor f r o m  the k e t  f o r  t h t  
purpoee of modernlslng their oconomie e ; 

- the i n t e r n e t  o r  the Eastern European goverments  In thc 
p o e e i b i l i t y  or J o i n t  pmjecte t o  be operated on thc  ir 
territarice i n  conJunetion rith western f i r m  f o r  the 
purpose of a l l e ~ i n  t i n g  thcir unumplopent u 1 tu7 t ion,  of 
p a r t i c i p  tlng In zdvanced w e s t e r n  t ethnology , of mo kl .?g 
their  own pmduote more ocaeptnble on western m- rkc ts , 
f a d  oi obtaining eosier aooesa to the c r e d i t  f 3 c i l i t i c s  
of the metern indwtriolised countriom; 

- t h  f ivouroble  diop-i t ion of nome Eastern Europern 
gorcrnmente, auch ee thrt of Rum.-nlo end Hungnry, t o  
sending s tuden t8  and t echnic01  mise iom to the West t o  
€4- d e r n  i n d u e t r i - 1  ~ n d  e g r i c u l t u r r l  t e c h n i r u c e  



- the  d iepoei t ion  o f  some western i n d u a t r l ~ l i a c d  countrie. 
t o  promote t r adc  r c l a t i o m  w i t h  Eaatcrn Zuroy: i n t e r  
a l ia ,  by s igning long-term t radc  a g r c c x ~ i t a  xd by 
g ran t ing  c r ed i t a  t o  f a c i l i t a t e  thc do l i vwy  o f  indue t r i a l  
i n e t a l l a t i o n e ;  i n  t h i s  connection may a l so  be mentioned 
the exchange of permanent t r ade  miasions bctvcen thc 
Federal  Republic and moat Eaetern E u r o p c ~ l ~  countr ics  and 
t he  rccent  o f f e r  by the United Kingdom t o  rc;.Jovc quant i -  
t a t i v e  r e a t r i a t i o n e  on a wide range of goode imported 
f r o m  theae count r ice  on condi t ion t ha t  LIC l a t t e r  undcr- 
t ake  t o  avoid any ac t i on  l i k e l y  t o  d i s rup t  t;lc B r i t i s h  
market ; Cz~choelovakia  , Hungary, Poland and Bulgaria 
have so far  accepted t h i s  o f f e r ,  but i t  rcmina  to  bc 
Been t o  w h a t  ex t en t  these count r ies '  t rade w i t h  the  
United Kingdom rill, a s  a result. be incrcaecd. 
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I 
NP-eetirnate(1) 

c r  c ep l ta  ONP 
por t s  

mports 
'ore ign trode turn- 

ovc r 

f er c a p i t s  f o m i g n  
trade 

&SIC DATA 

EASTERN EUROPEAN COUNTRI ZS 

(area ,  populc t i o n ,  e tege  o f  development 
and f o r e i g n  trade dependency) 

zone o r  
Germany 

Union 7 - 7  

A t  1963 market p r i c e s ,  besed on United Btatee eet imatee.  
Avcrogc. 
Including l n t r a i k r m m  trade. 
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NATO CONFIDENTIAL 
ANNEX I1 t o  
Tc'71T?'-F72a2 

FOREIGN TRADE OF LASTERN EUROFVA COUNTRIEQ 

@iARE OF DIFFERENT FLEGIONS I N  TOTAL RIRNOVER 

Sovie t  
Upion 

1 1955 1 1963 
1 I 

S o v l e t 4 c c u p i e d  Zone of I Oermny 
~ z e c h o e l o v a  k i a  1 35 1 40 

b e r a l  Remiirk: Cclcule ted accom3ing to o f f i c l ~ l  f i g u r e s :  8ivc.n the higher  p r i ce  l r v ~ l  o f  
intr3-COMECON t r e d e ,  t h e  eherc of NATO oount r les  i e  P C  t u - l l y  somewha t 
higher (ece i'X/83-WP/l53 ee r i e0  ) . 

1958 f i g u r e  (1955 no t  6 v z i l a b l e ,  b u t  believed t o  bc roughly the  m a n e ) .  
lnoluding i n t r e 4 r r n n n  t r r d e ;  i f  th l e  w a s  cxcludcd thr ahr re  m u l d  only D r  l@ for 
1955 and ?$ f o r  1963. 
I n  1950, t h i s  Gharf: hnd been 25%. i 5 {  In 1959, t h i s  rhcre  h3d only barn 13% 

Other Eastern 
Buropeen coun t r i e s  

1955 

26 
2 3 
27 
32 
20(1) 

37 

1963 

28 

3 1 
27 
31 
2 2 

25 

NATO 
c o u n t r i e s  

1955 

20(2) 
11 

1 7 ( 3 )  
24(4) 

12 (1) 
6 

A 

Rest of 
the v,orld 

196, 

18(2) 
19 
2 0  

15 
20 

13 

1955 

1 6  

2 5 
24 
2 2 

1 6  
8 

1.9 63 

6 
19 
19  
20 

16  
8 
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