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iLcaording to the decision taken by the Committee of 
Eooaomic Adviser8 a t  its meeting of Thursday 24th September, 1964, 
tho International S t a f f  has prepared the attached draft report to 
the COUMI~. This draft w i l l  be diecuesed a t  the Committee's 
meting on 8th October, 1%. 

(signed) F.D. OREOH 



Jlraf t Report t o  'the (!ounci& 

1. The Council, during it6 examinationon 9thOctober,  1963, 
of document ~ - ~ ( 6 3 ) 7 1  on recent  economic developments in  the UXR, 
other Eastern Europe In countries and Communist China, instructed 
the Committee of Economic Adviaere t o  "make recomendationa as to 
eurh economic measures a s  might be taken by NATO to loosen the t i e s  
be tween the USBR and the various s a t e l l i t e s "  ( 2 )  . 

2. Heveral perfcanent representatives,  w i t h  this end i n  view, 
had suggested that  it might be opportune, i n  the l i g h t  of current 
developments, t o  apply, in We t i e l d  of economic re la t ions ,  a 
policy towards the Eastern European countries which ~ o u l d  be 
d i f f o ~ e n t j a t e d  with due regard to  the individual positions of each 
of t!!esc countries. Such a policy might contrlbute to wealten 
8 ~ v i e t  influence aver these countr ies  and to Bvour a ce r ta in  
evolution which is beginning ta appear within the Soviet bloc and 
to  bring about a ohange i n  our favour i n  EastJWest relat ions.  

3. The idea of! a a i f fe ran t ia t ion  between the Eastern 
Eurogean countrlea had been put forward previous1 on several 
occasions. Durirg the second meeting of APAO (3  7 a general con- 
eenelle o f  opinion ha& emerged on the need f o r  an adjustment of 
Western trade policy towards the Soviet bloc i n  the l i g h t  o f  circum- 
etancee and w i t h  due regard to the individual posi t ion o f  each 
member of the bloc, and on the p o l i t i c a l  advantage that  the J e s t  
might gain by developing its economic re la t ions  w i t h  sane of the 
Euvp~;an Communist countr ies  so as to maintain i t s  l inks w i t h  these 
countries and t o  endeavour to  loosen thei r  t i e s  v i t h  the Soviet 
bloc. The members of  ASAO had a l s o  agreed that: "If East/dest 
trade is t o  be an a s s e t  t o  the W e t ,  o r  a t  l e a s t  not a l i a b i l i t y ,  
i t  should be co-ordinabd between mcmber countries with a view to 
preventing the Soviet b l o c  ficm exploiting competition be tween 
Zhem . . . . . . I' ( 4) . 
I For the purpose of the present  repor t  the terms "Eastern 

European c o u n t ~ i e s ' ~  cover Albania, Bulgaria, Czechoslovakia, 
Hungary, Poland and Roumania. This report doea not apply 
to the Soviet Zone of Germany in view of i t a  special  p o l i t i c a l  
si tuatlon. 

(2) C-~(63)58, paragraph 50. W 
fi (3) I t  is recal led  t h a t  APAO is a consultative body whose vi-8 

Ere not  b i n u n g  on governments. 

(4) C 4 ( 6 3 ) 1 0 ,  paragraph 9 ( i i i ) .  
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