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3 ,  Durin t h i s  e x e r e i s e ,  acco een taken of a 
previous r e p o r t  f 1) which t h e  Conmittee o f  Economic Advisers ,  
adv3sed by n a t i o n a l  officiais, had prepared P a s t  yea r  f ollowing 
i n s t r w c t i o n s  by t h e  Couxc5.1 "%O make r e c o m e n d a t i o n s  as t o  such  
econolilic measures as might be t&en by NAT0 to loosen  t h e  t i e s  
between t h e  USSR and. t h e  v a r i o u s  s a t e l l i t e s u ,  

4.  Tlie CornitLee o f  Economic Advisers  f e l t  %ha$ t h e  C o m c i l  
m3.gh-k be b t e r e s t e d  t o  recebve a g e n e r a l  review siammarising t h e  
r e s u l t s  OF t h e  s w d i e s  on the lndivi&ual cornt r ies  ancl conparinag 
t h e i r  p r e s e n t  economic s i t u a t i o n  a d  t w e  tremias, in .particiklw 
as r e g a s a s  e x t e r n a l  t r a à e ,  



1, The economies of  t h e  f i v e  Comniwist c o u n t r i e s  of Eas te rn  
Europe a d  t h e  Soviet-occupied Zone of Germany have a l1 develaped 
qu ick ly  dur ing  t h e  post-war per iod  b u t ,  s i n c e  t h e  beginning of t h e  
1 9 6 0 ~ ~  t h e  h i g h  growth rates of i n d u s t r i a l  product ion have 
dec l ined ,  most manskedly in the more advanced c o u t r i e s  of  t h e  
r eg ion ,  Recognising that a sgstem of s t r i c t  c e n t r a l i s e d  plavlning 
a d  c o n t r o l  works l e s s  e f f i c i e n t l y  t h e  more s o p h i s t i c a t e d  
p ~ o d u c t i o n  becomes, t h e  Eas tern  European l e a d e r s  began t o  In t roduce  
some market elements i n t o  t h e i r  economies . The most f ar- reaching  
r e f o m  have r e c e n t l y  been in t roduced in the two most i n d u s t r i a l i s e d  
couri t r ies  of t h e  r e g i o n ,  CzechoslovakLa asid t h e  S o v i e t  Zone, while 
t h e  o t h e ~ s  are s t i l l  d i s c u s s i n g  and experimenting a long t h e  l i n e a  
of t h e  L i b e r m  groposa ls  of 1962, Thou& it i s  y e t  t o o  ear ly 
t o  judge t h e  e f f e c t i v e n e s s  of t h e s e  refomns and experiments,  it 
c a n o t  be excluded t h a t  t k e y  mlght one dag improve economic 
performance, Attempts a r e  a l s o  b e h g  made i n  some c o w t r i e s  t o  
make a g r i c u l t u r e  more product ive  y i m p r o v h g  i n c e n t i v e s  f o r  
c o l l e c t i v e  m d  s t a t e  faxmers, 

2, The S o v i e t  Union i s  t h e  preaonziinauit t r ad ing  p a r t n e r * o f  
a l1  t h e  c o w i t r i e s  m d e r  review, bu t  t h e  shanse of.NATO c o u n t r i e s  %n 
t h e i r  t r a d e  1s a l s o  q u i t e  Impoïdxmt mil mch g r e a t e r  thavl that of 
C o m w i i s t  c o u n t r i e s  i n  NATO c o u t r i e s P  t r a d e ,  According t~ 
Eas te rn  Europeaui s t a t i s t i c s ,  which a r e  Bel ieved t o  under-estirnate 
t h e  importance o f  the c o u n t r i e s f  Lrade vdth the West - t h e  s h a r e  of  
t h e  S o v i e t  Union and o f  RAT0 c o r n t r i e s  i n  t h e  Eastern? o p e m  
c o u n t r l e s Y o r e i g n  Lraae tu rnover  1Jn 1963 vas: 

Share  o f  
S o v i e t  Union 
- 

Share  of 
HAT0 COUJL%I%~~ 

BulgarLa 5 5s 13% 
Sov3et-occupLed Zone of  Gemany . 4% (53%) (1) 1% (7%)(2) 
Rwnania 42% 
Czechoslovakia 

2% 
4 0% 

P o i m d  
1% 

34% 
Hiangary 

2% 
34% 15% 

(1) 48% if intra-Geman tracle i s  h c l u d e d ,  53% i f  it is excluded 
from t h e  Zone's t o t a l  f o r e i g n  t r a d e  tu rnover ,  

( 2 )  1846 i f  intra-German t r a d e  is i n c l u d e à ,  7$ if it i s  excluaed. 
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6 ,  Though t h e  cornodi tg  s t m c t u r e  OF t h e  Eas te rn  Europem 
c o r n t r i e s '  expor ts  t o  t h e  West i s  changing, t r a a e  r e l a t i o n s   th 
t h e  West &Ill cont inue  t o  be l i m i t e d  by t h e  smalb s a g e  of goods 
t h e s e  c o u n t r i e s  have t o  o f f e r ,  t h e  goor q u a l i t y  of t h e s e  goods, 
t h e  inadequate  s e r v i c i n g  f a c i l i t i e s ,  e t c ,  and a l s o  by t h e  
fpuan-bitative and o t h e r  r e s t r i c t i o n s  which hamper t h e  e n t r g  of 
t h e s e  c o w i t r i e s P  expor ts  i n t o  Western markets,  

7, A s  fa r  as t h e  economic p o l i c y  of NATO cowlLries i s  
concerned, t h e  Conmittee f e e l s  that, i n  s p i t e  of t h e  va r ious  

s t a c l e s  hampering t r a d e  w i t h  t h e  Eas tern  E-wopean c o u n t r i e s  
and t h e  Tact  that a mere e x p a s i o n  of RAT0 c o r n t r i e s '  t r a d e  wl th  
t h e s e  c o u n t r i e s  mil1 n o t  n e c e s s a r i l y  reduce Lheir  economic 
dependence on t h e  Sov ie t  Union: 

( i i )  

NATO courm.tries should cont inue  t o  encourage t r a d e  
r e l a t i o n s  with t h e  Eas tern  Europem c o u n t r l e s  g 
indeed, in t h e  absence of such  encouragement, t h e i r  
p r e s e n t  shme in t h e s e  c o w i t ~ i e s ~  Lrade might 
s i g n i f i c a n t l y  decrease ;  i n  a d d i t i o n ,  t h e r e  may be a 
link b e w e e n  t r a d e  imith t h e  West and t h e  e x t e n t  
t o  which econonic ~ ' e f o r m  a r e  in t roduced  I n  
Eas te rn  Europe: on t h e  one hmd such reforms,  as 
t h e y  l e a v e  p e a t e r  freedom t o  the i n d i v i d u a l  
e n t e r p r i s e s  in t h e  choice o f .  t h e i r  s u p p l i e r s  and 
customers,  may ia t h e  î u h a r e  favour  an e x p m s i o n  
of t r a d e  wi th  t h e  Bestp on t h e  o t h e r  h m d  this  
expansion of t r a d e ,  even when accompmied by an 
i n c r e a s e  of t r a d e  between Eas tern  Europe and t h e  
S o v i e t  Union, may h e l p  in making. new economie 
measusnes work smoothly and Llnus c o n t r i b u t e  towazds 
i n t r o d u c i n g  in EasLem Europe a,n elernent of 
freedom whicb m a y  grow an even have a l i b e r a l i s u g  
e f f e c t  on the p o l i t i c a l  l i f e  of  t h e s e  c o u n t r i e s ;  

t h e y  should endeavour t o  f a c l l l t a t e  t h e  access  of 
Eas te rn  Europeavl products  t o  t h e i r  markets by w h a t -  
ever  measwnes t h e y  f e e l  a p p r o p r i a t e ,  t a k i n g  caye, 
however, n o t  t o  damage t h e  l e g i t i n a t e  i n t e r e s t s  of 
o t h e r  c o u n t r i e s ,  e s p e c i a l l y  those  of t h e  f r e e  c o r l d  
which a r e  s t i l l  i n  t h e  course of developrnent, In  
p a r t i c u l a r ,  t h e y  might explore  t h e  p o s s i b i l i t y  of 
removing q u a n t i t a t i v e  r e s t r i c t i o n s  on goods in:~ortea 
from Eas te rn  W o p e a n  c o r n t r i e s  on c o n d i t i o n  thzt 
t h e s e  c o w t r i e s  unae r t ake  t o  avold m y  a c t i o n  l i l ce ly  
t o  d i s r u p t  Western markets ,  I n  a d d i t i o n ,  Western 
Europeaua c o w i t r i e s  should g i v e  c l o s e  considercrtioa 
t o  the approaches made bg some Eas te rn  EXwopem 
c o r n t r i e s  t o  i n t e r n a t i o n a l  economic o r g m i z a t i o n s  
such  as GATT g it appears ,  inaeed ,  "cat t h e  ou*f.ome 
of t h e  c o n t a c t s  made by p o l m d  with GtLTT, i n  t ~ e  
f rmework  of t h e  Kennedy Round, a d  with t h e  



Europem Eeonomic ComunEty ,  g F I Z l l  s t r o n g l y  fnfluemce 
t h e  a t t i t u d e  of o t h e r  E a s t e r n  European c o r n t r i e s  
towards Western econcmic o rgan iza t ions  , Western 
c o u n t r i e s  should  a l s o  f u r t h e r  exami2e t h e  problem 
of ex tenàing  c r e d i t s  t o  Eas te rn  kiropeam c o u n t r i e s ,  
t a k i n g  a c c o u t  of t h e  ZAeed t o  avoid giving s t a t e -  
t r a d i n g  c o u n t r i e s  t h e  o p p o r t m i t y  of playing o f f  
one Western f i r m  a g a i n s t  aao the r ;  in t h e  view of 
a number o f  d e l e g a t i o n s ,  NATO eowntr ies  shoula aim 
at  CO-ordina t ing  their  c r e d i t  p o l i c y  Lowaras t h e s e  
c o u n t r i e s ,  a problem which has n o t  been f u l l y  
d i scussed  in t h e  course  OP this  e x e r c i s e ;  in general, 
Western c o w i t r i e s  should pursue aa economic p o l i c y  
f l ex ib l e  enough t o  a l l o w  them t o  e x p l o i t  m y  
o p p o r t m i t y  that  future economic developments in 
Eas te rn  Europe may o f f e r ,  b e a r b g  in mind t h e  n u e r o u s  
dif f e rences  a o n g  i n d i v i d u a l  c o r n t r i e s  w î t h  r e s p e c t  
t o  such  f a c t o r s  as t h e i r  s i z e ,  geographicz l  
s i t u a t i o n ,  h i s t o r y ,  s t a g e  of development, dependence 
on t h e  S o v i e t  Unioaz, e t c .  ; 

(iii) t h e y  should cont inue  %O study, i n  NATO, economic 
iievelopments In t h e  i n d i v i d u a l  Eas te rn  European 
c o m t ~ i e s  and a l s o  Lo cosisult on t h e  economic 
p o l i c i e s  which  m a g  be a p p l i e d  t o  Eas te rn  Europem 
cowitries wi%h a v i e w  to t h e r i n g  the î n t e r e s k s  
of t h e  A l l i a n c e ,  

8.  T h e . f i v e  Communist countr ies  of  Eas te rn  mirope ana the 
Soviet-occupied Zone o f  Gernany cover about  1 m i l l i o n  3 q . h .  O r  2@ 
of the European c o n t i n e n t ,  excluding t h e  S o v i e t  Union. The 
i n d i v i d u a l  c o r n t r i e s  d i f f e r  cons ide rab ly  i n  s i z e :  Poland and &.ammia 
a r e  comparat ively l a r g e  (313,000 sq.lon. and 238,000 sq .ka5  
r e s p e c t i v e l y )  , while Czechoslovakia,  Bu lga r i a ,  t h e  ~ o v i e t - o c c u ~ i e d  
Zone of Gemetny(l), and Hungary cover  only around 100,000 scielane 
each( 2). Poland and Rumania  have long C O m O n  orders a t h  the  
S o v i e t  Union, Czechoslovakiz and IImg y only s m a l l  ones ,  ~1Mle the 
S O V % @ ~  Z w e  and B u l g m i a  a r e  divided on t h e  USSR by p o l a d  a d  
Rumaoia r e s p e c t i v e l y .  Three of t h e s e  c o u n t r i e s  have cornmon 
borders  &th NATO members: Bulgaria with Greece and Turke 
Czechoslovakia and t h e  Zone ~ 5 t h  t h e  FederaL Republic  of 
Czechoslovakia and Hungary a re  e n t i r e l  ~ ~ d ~ o & e d ,  



9, Popula t ion  f i g u r e s  a l s o  i f f e r  s ~ b s t m t i a l l y :  h l m d  has 
31 m i l l i o n ,  Rwnania 1 9  m i l l i o n ,  t h e  Zone 17 m i l l i o n ,  Czechoslovakia 
14 m i l l i o n ,  Hmgary 1 0  m i l l i o n  and Bulga r i a  8 m i l l i o n  I n h a b i t a n t s ,  
a -é.o"l-1 lof c l o s e  t o  100 ' m i l l i o n  o r  23%. of the  W o p e a n  popu la t ion9  
tbat of t h e  Sov ie t  Union excluded, 

(b) General development 

10 @ Impor taa t  s t o r f c a l  and p o l i t i c a  f a c t o r s  have shaped 
t h e  economies t h e  i n d i v i d u a l  Eas tern  Buropean c o r n t r i e s ,  A s  a 
consecpence of Vorld Wax II al1 c o u n t r i e s  were occupied bg the 
S o v i e t  Union wMch succeeded fa iYlstaPling C o m m i s t  régimes, m d  
i n  imposialg i t s  own g o c i a l  and economic system on them. Poland 
mmiderwent a prof ound geographica l  Lransf ormatio S i z e a b l e  
d ismant l ing  of i n d u s t r i a l  p l a n t  and i L s  Lransf $0 t h e  S0Tie-b 
Union as w a r  boo-by occurrea  in al1 c o r n t r i e s ,  ablhough C z e c h o s l o v ~ a  
and. Polauid tsho welce Wea ted  as e ' a l l i e sB '  l o s t  s i g n i f i c m t l y  l e s s  of 
such  a l l e g e d  G e m m  a s s e t s  than t h e  o t h e r  c o u n t r i ~ s g  the Sovie t -  
occupied Zone w a s  c u t  o f f  from t h e  d l -  e@onCmic s t~uc*e ,  
i"c eeconomy w a s  dismamtled a d  it ha& t fi%- lX?avier 
r e p a r a l i o n s  than  t h e  o-ther Pomner " ene u n t r i e s  tantil t h e  
rniddle 09 t h e  1950s- A f t e r  t h e  1956 Lions in P o h n a  a3.l 
PIungary, Gomulka in t roduced some f l e x i b i l i t y  in-bo t h e  s t r i c t  
plainnlng m d  c o n t r o l  systern m d  allo ed c o l l e c t i v e  faffmers t o  
retiarn t o  i n d i v i d u a l  peasasat fasming, wMPe Kadala t ig 'ntenea the 
grip on t h e  Hungarian economy and c u t  off most of the c o u n t r y ' s  
%rade v d t h  t h e  West, 



( c )  ~nnd_ust r~rodrodvct ; ion  -- 
13.  In l i n e  th Comrmuiist economic d o c t r i n e ,  industry, aoà 

z s p e c i a l l y  hea-ry %xdustry,  was p a r t i c U l a r l y  favowred in al1 corntries, 
During the per iod  1960-64, p o s s  indus t r i a l  product ion r o s e  at t h e  
f ollowing annual average r a t e s  (1) : Rwnania 15% Bulgûr ia  lx$ 
Hungary lO$ ,  Po lmd  YO ( a s  i n  the Soviet Union 
the SmzLet-oecupied Zone of Germany 676, 2his 
i n v e r s e l y ,  t o  t h e  s t a g e  of development reached 
c o m t ~ 2 e s  ma c m  be explained by t h e  fact that 
a r e  a cofnmon f e a t u r e  i n  the f i r s t  phases of  f n d u s % r i a l i s a % i o n ,  

14, A mnajor problem s o  far u n s e t t l e d  appeûrs t o  be the l a L o u -  
s i f x a t i o n ,  Paiereas l a b o w  sho~tages make tbemselves b c r e a s b g l ~  
f e l t  f n  the aeveloped economPes of the Soviet-occupied Zone of 
Germany asld Czechoslovakia, al1 the o t h e r  c o u t r i e s ,  and im3 
p a ~ t i c u l a r  P o l m d ,  aFe f a c e 6  d t h  open o r  hidden 1/1~1employnefl*, a 

ch  accordlng  %O C o ~ i s - t  dogma c a n o t  exlst i n  
Sov ie -b -byye  economy. The p o s s i b i l i t y  of drawing upon the resemes 
o f  w s k i l l e d  agriouL"cugnab l a b o u r  mbich a r e  still abwdaxft 5.n mosi 
vowitrles kas s o  far been one of the main sources  of s ag id  i ndus t i f  al 
p r o p e s s ,  but as an improvement in qual i ty  i s  now t h e  maZn rewiremepit ,  
even in -the les&-developed coun%ries  of the reg ion ,  the e x i s t e n c e  
of  t h i s  pool  of uraskblled l a b o u r  is no l o n g e r  such a va luab le  asset ,  
F ~ t h e m o r e ,  tkaere do raot seem 'GO e x i s t  y prac t$cable  p l a s  f o r  

ge of labour amoag t h e  CIOUECON c o r n t r i e s  on a significaszt 
scele. men' 3.2 such plans were adopte&, the Eastern  miropeaç 

+on 0s  l e a d e r s  would have i r i c reas ing ly  t o  concentrate thair a t t en t -  
t e c h a i c a l  tmhig lg  progr  e s  f o r  msk-jlBeC& workerp,, 

-- 2 -- 
of  lndusLrla1 product ion used hem 

are those claimed by-the individual c o ~ t r i e s ;  the  rnethod of 
vZ conputing the g r o s s  indus  t r i a l  production g e n e r a l l y  avers 
4 ana 5s ~ o t  compa~able with simLâar Westerm i n d i c e s ,  
J ( 2 )  fhe Soviet-occupied Zone does n o t  publisfi my compara 
U f i ~ e s ,  bu t  i t s  a g r i c u l t u r e  seems t o  have now recovered 

8 rom the 1960-51 setbacks fo l lowing  fo rced  c o l l e c t i v i s a t i ~  



on agricial tural  exports as e l e  cwrency,  A s  a 
consequence of the  poor resu procluction, mas% 
régimes have recent ly  a l t e r e  i h d e  t o w a ~ a s  the  
omership of pr iva te  p lo t s  b ~s w'32ich only cover 
akout lM of the  arable l a d  but acco %O 25% of totiltl 
a~içinl"cura.3. proi!uction, and a much higher share i n  l ivestock 
b~eed ing ,  A number of lncentive scbemes axe belng introduced; 
aome of these a re  based on the pr inciple  of rewarding col lec t ive  
fanuers i n  accordance tdialth the r e s u l t s  acbieved on the pa r t i cu la r  
land on which they aye working; thus t h e  régimes hope t o  make more 
e f fec t ive  the  consiaerable investments in agr icu l ture ,  t he  s h w e  of 
vrhich i n  to-bal investments is often grea-ter %hasi those Ln comparable 
Western c o u t r i e s ,  

( f )  Economic r e f o m s  

16 ,  A s  a consecpence OP the appa??en% baaequacy of the  r l g i d  
Sovlet-type system o f  cent ra l i sed  planning m d  control ,  e s p e c i d l y  
in t h e  more advauiced countfies,  economic poèicy i s  now being revised 
in a11 c o m t r f c s  of the  regLon, but varsyhg degrees, m i l e  "ce 
fess-developed corn t r ies  of the  region have not  yet  l e f t  t h e  s tage 
of discussion a d  experimentation, economic r e f o m s  have been 
introd~iced lpl the  Soviet-occupled Zone of" Cernmy  YI m%d-1963 a,nd in 
CzeclzLoslov~ia in Jaariuary 1965, These r e f o m  have much In common 
witlz proposais made e a r l i e r  i n  the  USSR and Polauid by 
Professors Libernan, Lange and others ,  and a re  a lso influenced t o  
some extent  by the  Yugoslav example, Theoretically a t  l e a s t ,  theg 
e m  be considered t o  be t he  m o s t  fzr-reaching revis ion o f  economic' 
policy so far ia?troduced in =y Comunist country, Yugosla-vzLa 
excepteil, 

17, The r e f o m  consis t  of a decentral isat ion o f  p lmnlng asla 
pr ice  fixing asla the  2atroduction of some elenents of -a market 
ecomomy i n t o  production, Enterprlses w i l l  aow be compelled t o  pa 
much grea ter  a t ten t ion  t o  profoitabilitg than was previomsly "ce' 
case, m d  a i r e c t  contacts between suppl iers  and consumers will be 
established i n  certaira branches o f  the econo-any, A 1 1  countrics 
are now engagea in experimenting ~ 5 t h  some f o m  of incent ives  f o r  
the  pwgose o f  encowaging qinality production a d  economic 
eff lc iency,  I n  severcd coiantries, the  f oreign t rade  procedwe 
has béen aodif ied  s omewhat by a l l o w h g  enterpr i s  es producbg f o r  
export t o  ca lcu is te  accordlng t o  world market pr ices  and t o  mûtre 
settlememts in f o r e i m  clarrencies , 

C . FOREIGN ECONOltIIC RELATIONS 

Q a )  &laade f o r  the  Eastern Euroxeeq. 
econornies ---- 

18, The importance of foreigmi t r ade  f o r  the  economies o f  t h e  
c o u t r i e s  under revlew is  i n  inverse proportion + O -  the  s fze  of t'neir 
population: the  shme  o f  imports i n  the  e s t i m t e d  çfNP i s  Mghest  



in Bulga~la ma Hvngmy (17$ and 14% respectively), a r o w i d  1% l a  
Czechoslovakia md t h e  S o v i e t  Zone aad about  8% i n  R u m a n i a  and 
Polauld, These r a t e s  a r e  much below t h o s e  of conparable  %esteron 
c o m t r i e s ,  probably becaus e i n  S o v i e t - t y p e  c e n t r a l l y  planned 
ecanonies foreign t r a a e  is a difficult elenent  t o  handle; it would 
seem tkat M-th a more f l e x i b l e  system there would be scope f o r  a. 
cons ide rab le  i n c r e a s e  , 

19. The s i x  c o u n t r i e s  t o g e t h e r  accowlt f o r  a l i t t l e -  over 6% 
of worla  Lrade, i.e, m o r e  thari t h e  S o v i e t  Union ($,5$) but l e s s  
thm some i n d i v i ü u a l  Western couritries such as the United Sta%es ,  
the United Kïngdorn o r  the Pede-aal Republic  of Germarmy d o n e ,  The 
s h a r e s  o f  the I n d i v i d u a l  E a s t e r n  Europeaui c o u n t r i e s  fP1 wor ld  trade 
are: S o v i e t  Zone 1.676, Czechoslovakia 1.5$, Poland 1 ~ 2 % ~  m g a r y  0*8%, 
R w a a i a  and 33ulgaria 0.6% each, S ince  1955, the f o r e l g n  t r a d e  
turnover has more thavl doubled i n  a2.P c o u n t r i e s  .of t h e  region, 
advmcbg a b i t  f a s t e r  h Hungary and Rumania  and more s lowly  3.33 
Czechoslovzk5.a; in Bulga r i a  it inc reased  no l e s s  than four fo lde  , 
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22 ,  The s h a r e  of t h e  S o v i e t  Union a d  that  RAT0 c 0 m t y i e s  
i n  t h e  Eas tern  Europeaud c o u t r i e s '  foreigéî t r a d e  deywent some 
d r a s t i c  changes s i n c e  1955(1) ,  Thou@ t h e  s h a r e  of t h e  S o v i e t  

a d  of t h e  o t h e r  Eas te rn  b o p e m  c o u n t r i e s )  may have been 
overvalued by t h e  f a c t  t h a t  t r a d e  between COnaECON coiantries i s  
bel ieved t o  be c a r r i e d  out  a t  a h igher  p r i c e  l e v e l  than  worla 
%rade,  t h e  follow3.ng t r e n d s  caui be i n f e r r e d  from the devePopment 
of t h e  Eas te rn  E w o p e a  c o m t r i e s s  t r a d e  witk t h e  d i f f e r e n t  
regions of t h e  m ~ 1 a h n  t h e  case of the 
Germang a d  Czechoslov&ia, t h e  s h a r e  of 
inc reased  t o  t h e  de t r iment  of that  of t h e  r e s t  of t h e  world, vahile 
t h e  s h m e  .of XATO c o u n t r i e s  has remained almost c o n s t m t ;  & t h e  
case  of PoLmd, t h e  s h a r e  of t h e  Sov ie t  Union and t h a t  of MATO 
c o u t r i e s  have s l i g h t l y  inc reased  whi le  that o f  t h e  r e s t  of t h e  
world -bas d e c l i a e d i  i n - t h e  case  of t h e  s h m e  of t h e  
S o v i e t  Union has inc reased  substamztially t o  t h e  de t r iment  of 
%rade ~ 6 t h  NATO c o u n t r i e s  ( a s  a consequènce of the 1956 r e v o l u t i o n )  ; 
R u a n i a  has moved in the oppos i t e  a i r e e t i o n :  the s h a r e  o f  t h e  
S o v i e t  Union has f a l l e n  c o n s î d e ~ a b l y  t o  t h e  advamlage of NATO 
couratsies; i n  t h e  case  of -a marked inc reage  in t h e  s h a r e  
of  t h e  S o v i e t  Union w a s  accompaniei by a s t r i k i n g  growth in the  
s h a r e  of  NATO couslti-ies, whi le  that of t h e  o t h e ~  Eas tern  European 
c o u n t r i e s  dec l ined  cons iderably ,  

( c l  

23, 1% has been recognised dur ing  t h e  d i scuss ions  in t h e  
Comsnittee that t h e  prospects  f o r  -the E a s t e m  European c o u n t r i e s '  
f o r e i g n  economlc re l a tZons  wi11 be ia f luenced by o t h e r  than p w e l y  
economic c o n s i d e r a t l o n s ,  I n  this  r e s p e c t ,  a c c o m t  has t o  bc t&en 
of t h e  n i l i t a r y  CO-opera%ion between Lhe Eas tern  European c o w t r i e s  
a d  t'ne USSR m d  of t h e  presence o f  Sov ie t  t r o o p s  i n  some of t h e  
c o u t r i e s  (some f o u r  d i v i s i o n s  Si Hungay, two in Poland a d  
twenty in t h e  Soviet-occupied Zoae of Gemany),  In a d d i t i o n ,  t h e  
lezckers of  some c o u n t r i e s  such  as Polanid and Czechoslovakia might 
c o n s ï a e r  c l o s e ' t i e s  with t h e  S o v l e t  Union ind i spensab le  as long  as 
t h e  problems a r i s i n g  o u t  of t h e  absence of  a peace t r e a t y  e n d a g  
World K a r  II have n o t  been s e t t l e d ,  

24, Prom an economic p o i n t  of s r l ew,  t h e  p rospec t s  f o r  a 
s u b s t a n t i a l  expansion of t h e  Eas te rn  European coiuz t r iesq  t r a d e  valth 
t h e  West do n o t  seem t o o  f a v o u a b l e  f o r  the  follovsing reasons :  



a c t  that f o r  the less-developed c o r n t r i e s  of 
t h e  r e g i o n ,  Polanà,  Hungary, R m a n i a  and Bulgar i a ,  
a g r i c u l t u r a l  products  a r e  t h e  main e a r n e r s  of "hardW 
currency,  Bxports of t h e s e  products  will be 
d i f f i c u l t  t o  expand given t h e  v a r i o u s  q u a n t i t a t i v e  
and o t h e r  r e s t r i c t i o n s  hampering t h e i r  e n t r y  i n t o  
Western c o u n t r i e s  . The s i t u a t i o n  i s  somewhat 
aggrevated by t h e  gradua1 i n t r o d u c t i o n  of t h e  
a g r i c u l t u r a l  p rov i s ions  of t h e  I r e a t y  of Rone; t h e  
Poles  have been in c o n t a c t  wi th  t h e  EEC commission, 
b u t  it i s  far  from c l e a r  whether t h e  outcome of 
t h e s e  n e g o t i a t i o n s  w i l l  prove satisf a c t o r y  f o r  them; 

t h e  d i f f i c u l t y  for Eastern  EuropeG c o u n t r i e s  t c  
o f f e r  manufacture4 goods o f  a q u a l i t y  cornpetit ive 
on Bes tern  markets ;  on t h e  o t h e r  hand, l o w  quat i ty  
goods f o r  mass consumption, such as t e x t i l e s  and 
shoes ,  a r e  sometimes o f fe red  a t  very  cornpetit ive 
p r i c e s ,  so  that  Western c o u n t r i e s  f e e l  ob l igea  t o  
marintain r e s t r i c t i o n s  t o  p r o t e c t  t h e i r  o~ 
i n d u s t r i e s  ; f u r t h e m o r e ,  t h e  CO 

odity struchre 
of E a s t e r n  European expor t s  t o  t h e  West i s  changing 
m d  t h e  expor t  o f  machinery, equipment and 
manufactures goods growing i n  importance; however, 
d e l i v e r y  pe r iods ,  s e r v i c e  f a c i l i t i e s  m d  the 
p rov i s ion  of s p a r e  p a r t s  l e a v e  much t o  be d e s i r e d ,  
a d  t h e  e f f o r t s  made by Eas te rn  European expor te r s  
t o  use  Western a d v e r t i s i n g  nethods a r e  undoubtedlp 
h s u f f i c i e n t ;  

t h e  d i f f i c u l t y  f o r  s t a t é  t r a d i n g  c o u n t r i e s  t o  provi  
genuine compensation f o r  t h e  g r a n t i n g  of  BdFN t r e a t -  
ment and t o  fu l f i l  t h e  o b l i g a t i o n s  a t t a c h e d ,  f o r  . 
i n s t û n c e ,  t o  f u l l  GATT membership: Czechoslovakie. 
though a full  GATT membar s i n c e  t h e  foundat iou of 
this organ iza t ion  has f o r  t h i s  reason n o t  been 
given ful l  MFN t r ea tmen t  by o t h e r  menber c o u t r i e s  ; 
however, ways are  being explored to corne t o  a 
p r a c t i c a l  arrangement with Poland witl i in the frame- 
work of t h e  Kennedy Round; 

t h e  s t r a i n e d  ba lance  of payments s i t u a t i o n  of most . 

of t h e s e  c o u n t r i e s  i n  t h e i r  t r a d e  wi th  t h e  
e s p e c i a l l y  marked i n  the c a s e  of Poland which, from 
1965 onward, w i l l  have t o  repay s u b s t a o t i a l  United 
S t a t e s  c r e d i t s  g 

- in t h e  s p e c i a l  case  of t h e  Soviet-occupied Zone of 
G e m y ,  i% m u s t  be borne i n  mind t h a t  any expansion 
of t h e  t ra e of Western i dus t r i a l i s  ed oufltr-ies 
the Zone might,  if it were achieveù a t  the expense 
of iatra-German t r a d e ,  wealcen O of the las% L i e s  



betweegi t h e  %%O p a r t s  of Germamg %rad reduce t h e  
e f fec t iveness  of  i n t r a - G e m m  t r a d e  as aa 

ent  designed t o  p r o t e c t  f r e e  access  t o  
moreover, 1% should n o t  be overlooked %ha% 

i n t e r n a t i o n a P  SC 
a31 5LnClependen-t sLaLe, 

2 5 ,  dlmong t h e  elemen-bs l e a d i n g  t o  aras c l o s e r  ecoaomic 
r e l a t i o n s  m a 7  be c i t e d :  

- t h e  u rgen t  need of a l1 Eas te  %opeam govermnents 
t o  acqu i re  techslica.3. how-ho rom.t;he West for -the 
purpose of m o d e m i s h g  t h e i r  econzomies; 

- t h e  l n t e r e s t  of t h e  E a s t e  I3uropea.n govemmen-bs f n  
t h e  p o s s i b i l i t y  of 30 
t h e i r  t e r r i t o r i e s  i n  c o n j m  
f o r  t h e  p u p o s e  of aP1evia-t 
s i t u a t i o n ,  of p a r t i c i p a t i n g  i advanced Western 
teclmology, of making t h e i r  O products  more 
accep tab le  on Western markets,  and of o b t a i n i n g  
easier access  t o  -the c r e d i t  f a c i l i t i e s  of  t h e  
Western i n d u s t r i a l i s e d  c o n t r i e s ;  

- t h e  f a ~ o u a b l e  disposition of some Eas te rn  b o p e m  
governments, such as that of  Rwnmia m d  Huaàgar;y, t o  
sendimig s t u d e n t s  an6 missions t o  t h e  West t o  s t u d g  
modern inaustria1 and agrimktimral  techniques g 

- t h e  d i s p o s f t i o n  of some i n d u s t r i d i s e d  
c o r n t r i e s  t o  pronote %rade r e l a t i o n s  pirith Eas te rn  
Europe, i n t e  a l ia ,  by s i g n i n g  long-term t r a d e  
agreements ayid by g r m t i n g  crediLs %O f a c i l i t a - b e  
t h e  d e l i v e r y  c f  in&mtriaL i n s t a l l a t i o n s ;  in Lhis 
c o m e c t i o n  may d s o  be mentiomed t h e  exchange of 
permanent t r a d e  missions between t h e  Pedera l  
Republic a;nd most Eas te rn  Eukopean c o u n t r i e s  a d  
t h e  recen-t o f f e ~  by t h e  United-Kingdom t o  remove 
quan-ti-bative ~ e s t r l c t i o n s  on a wide range  o f  goods 
imported from t h e s e  c o r n t r i e s  on cond i t ion  that t h e  
l a t t e r  undertake t o  avoid aszy a c t i o n  l b k e l y  t o  
disrupl '  t h e  Br i t l sh  masnket; Clzechoslovakia, B ~ g w ,  
P o l m d  a d  B i k l g a i a  have s o  far accepted thîs o f f e r ,  
but it remains %O be seen  aL e x t e n t  t h e s e  
c o w i t r i e s P  t r a d e  with t h e  d Kingdom w i l l ,  as 
a res l a l l ,  be h c r e a s e d ,  

NATO C CINE\LDE-II& 
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B e s t  o f  

cording to o f f i c i a b  f igures :  i g h e r   ric ce l e w l  of 
Lrade, the share of NATO CO ctuaJRY s~mewbat 

higher ( see  ~ ~ / 8 9 - ~ ~ / 1 5 3  s e r i e s ) ,  


