
ORIGINAL: ENGLISH NATO RESTRICTED 
TnYrv33 1 

HAW COWTRIES 9 TRADE WITH-~SFÏKPYTST COUNTRIES 
- II 

Y 

mmittee  of Economic Advisers 
" " œ L "  

In t h i s  r e p o r t ,  the f i f t h  i n   t h e   s e r i e s ( 1 )   d e v o t e d  
t o  t h e   t r a d e  of  NATO c o u n t r i e s  with the Communist coun t r i e s ,  
t he  Committee of Economic Advisers has attempted t o  a n d y s e  
briefly t h e  developmen-k of this t r a d e  i n  recent   years  and 
has sought t o   c l a r i f y   f u t u r e   p r o s p e c t s  i n  t h e  light of t h e  
t r a d e   r e t u r n s  f o r  1967( 2)  e 

2. The main f e a t u r e s  o f  t h i s  t r ade   up   t o   1967   a r e :  

(i) I n  1967 NATO c o u n t r i e s D   e x p o r t s   t o  Communist 
count r ies   increased  by 7$ t o  $4,286 mi l l ion .  
This increase was g r e a t e r  t'km for t h e   t o t a l  
exports  ( 5 % )  of these   count r ies ,   a l though 
smaller than the  expansion i n  1966  which 
a t t a i n e d  25%. Whereas the  growth i n  L966 was 
mainly due t o   r i s e s  i n  the  European NATO 
countr ies '   exports   to   Eastern  Europe and i n  
Canadian wheat s a l e s  t o  t h e  USSR t h e   l a r g e s t  
s i n g l e   f a c t o r  i n  the   i nc rease  i n  1967 was 
a r i s e  by 48% i n  the   expor t s  f rom t h e  
European members of t he   A l l i ance   t o  the 
Soviet  Union. NATO count r iesD  impor ts  f r o m  
Communist c o u n t r i e s   r o s e  by 5% t o  $4,024  million. 
Since 1960 NATO coun t r i e s9   expor t s  t o  t h e  
Communist c o u n t r i e s  have been some $19040  mil l ion 
more than imports  from them. 

( i i )  Desptte t h i s  inc rease ,   t he  share of Communist 
coun t r i e s  i n  t h e   t o t a l   t r a d e  of NATO c o u n t r i e s  
remains small : 3.6% of exports  znd 3 4% of  

-.a-%-.- 

(1) C-M( 64)52, C-M( 65)559 C-M(66)67, C-M(67)53 
( 2 )  A summary of  trade  development i n  1967 with t h e  USSR, 

Eastern  Europe=  countries and Communist China, i s  given 
i n  Annex I, This development i s  a l s o  shown i n  the 
z t t ached   t ab le s .  Ffiore complete s t a t i s t i c s  and a n a l y t i c a l  
t a b l e s   a r e   g i v e n  i n  t h e  Cocurnent AC/127-D/250 which w?.s 
used i n  drawing up this r e p o r t ,  
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irn;xx+s i n  1967. This r e p r e s e n t s   l i t t l e  change 
cos,,iycred w i t h  1363 when t h e  cox.-esponding f i g u r e  
for. both expox”Ls a ~ à  impor ts  was 3.3%. These 
small percerl:;;<-es should  not9 however,, obscure 
t h e  fact t ha t  f c r  some  member c o u n t r i e s  - Greece, 
I c e l m d  m 3  Turrl-rcy - t r a d e  with t h a  East i s  m 
e2preciable  part of t h e i r  t o t a l  f o r e i g n   t r a d e ,  
and i t  has also become EUI i m p o r t a n t   o u t l e t   f o r  
c e r t a i n  imlc.striEs i n  some o t h e r  NATO c o m t r i e s p  

. i n  pmtictilar as regards  machiner’y aad ecyu1ipment. 
Nor should it be  overlooked that t h e r e  have been 
marked d i f f e rences  i n  the development of exports  
from the European and North  American member 
count r ies .  In 1960 the  former  accounted  for  
n e a r l y  90$ of  al1 NATO exports t o   C o m u x i s t  
c o u n t r i e s  and North  America for l i , t t l e  more 
thm IO$. In 1964, t h e  peak year  of 
de l ive r i e s ,   t he   Europem share was.71 $-ain O and t h e  
North funerican 2%. By 1967, t h e   r e s p e c t i v e  
sha res  were p r a c t i c a l l y   b a c k   t o  what they  were 
i n  1960. 

The .emorts of t h e  
Ensterb  Europe( 1) 
vigor- s ince  1 

European NATO c o u n t r i e s   t o  
‘Eiave grown s t e a m y  and 

,960. $hey rose faster than 
expor ts  to t h e  world except i n  the   yea r s  1962 
and 1963.  Since 1965 t h i s  has also been  the 
case of European NATO countr ies’   imports  from 
t h i s  area. Thei r   expor t s  t o  t he   Sov ie t  Union 
grew until 1962,  then fell and  remained row 
between  1963 and 1966. I n  1967 they  rose by 
48$ t o  the   h ighes t   l eve l   ever   reached .  Even 
so  they   d id  n o t  ca t ch  up with the expansion 
of world trade  since  1960(2).   Imports  from  the 
Sovie t  Union rose s teadi ly   except  in 19640 but 
o n l y  i n  1967 d i d  t h e i r  rctte of   increase  reach 
a h i g h e r   l e v e l  than that of imports  from  the 
world. fi somewhat similar development c m  be 
observed i n  t h e  European NATO coun t r i e s ’   t r ede  
with Communist China; E x p o r t s   f e l l   d r a s t i c d l y  
i n  19- remained  very l o w  until 1964. Since 
1965 they.   have grown vigorously but here  again 
t h e y  hme not caught up with the  expansion o f  
world t r a d e   s i n c e  1960. Imports a l so  f e l l  i n  
1961,  remained low in  1962 and 1963 a,nd grew i n  
t h e   t h r e e   f o l l o w i n g   y e w s .   I n   1 9 6 7   t h e y ’ a g a i n  

. .  . . .  

(l) Albania, Bulgaris, Hungary, P o l a d ,  Rumania,  Czechoslovakia, 

( 2 )  It has appeared  convenient  to use the year  1960 as a basis 

. .  

and the  Soviet-occupied Zone of  Germany. 

for comparison  throughout t h i s  paper and i n  the graphs at 
Annex II, 
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( i v )  The expor t s   o f   the  N o r t h  American NATO coun t r i e s  
t o  Communist coun t r i e sg   cons i s t ing  largely of  
f o o d ,  have  f luctuated  considerably,   varying w i t h  
t h e   l a t t e r  coLm%ries'- requi remer i t s  f o r  such 
imports .  Except i n  1964, exports  t o  Eas t c rn  - Europe t m;- have grown l e s s  than exports  t T z o r l d ,  
an8 l n  1967  they f e l l  approximately t o  t h e i r  
1960 l e v e l ,  On t h e   o t h e r  hand, s ince  1960 
imjcr t s   f rom  Eas te rn  Europe have grown f a s t e r  
than t o t a l   impor t s ,  and the   l a rge   Nor th  American 
t r aàe   su rp luses ' ,   cha rac t e r i s t i c  o f  the  l S 6 0 q  S, 
have gradually  been  reduced t o  t h e - p o i n t  that 
trstdc i n  1967 was nearly  balanced. The l a r g e  
Caaadian  wheat s a l e s  t o  the   Sovie t   Union   cont inm,  
although d e l i v e r i e s  i n  1967 =re smaller  thcm i n  
any year s ince  1963.  United  Statesq  exports 
were a l s o  boosted  by  wheat  sales i n  1964 but 
exports  were small i n  the   o ther   yeers .  Canadian, 
and t o  a lesser   ex ten t   Uni ted   S ta tesv ,   impor ts  
f r o m  t h e  USSR have grown faster than impor ts  
from  the  world a t  large i n   t h e  last  th ree   yea r s?  
but s t i l l  remain  very small, Trade with 
Communist China i s  p r a c t i c a l l y   l i m i t e d  t o  Canadst. 
'!FE37"tFf~Tsales9 cons i s t ing  almost  e n t i r e l y  
of wheat,  averaged $125 m i l l i o n  a year  between 
1961 and  1966,   f luctuat ing  very much from  year 
+ uo year. I n  1967 they  were $84 m i l l i o n .  The 
small Cmadian imports  have grown r a p i d l y   s i n c e  
1564. 

- <  
\: 

3. A s  f o r  t h e   f u t u r e ,  it seems l i k e l y  that  trade  between 
the  ~ ~ r o _ ; t ? e 3 Y 1 ~ i l u s t r i a l i z e d  coun t r i e s  Fad Eas te rn  Europe will 
cont*l%e n h o u F * t h e  ??hortage-o-d C u r ~ E U r o p e  
w i l l  limit t h e  tempo o f  this expans ion .   L ibera l i sa t ion  
measures i n  a number of Western  countr ies   have  permit ted  their  
imports from t h e  E a s t  t o  grow notably  although, as y e t ,  
i n s u f f i c i e n t l y  t o  counterbalance t h e i r  increased   expor t s (1) .  
The big inc rease  i n  t h e  exposrt;s o f  the  European  NRTU.~c.o.mtries. 
t o  t he   Sov ie t  Union i n  1967 was p a r t l y  due t o  t h e   f a c t  that 
s ince   l q r r expor??Yred i t s   o f  more than f ive   years   have   been  
granted, The v e r y   l a r g e   t o t a l  o f  such   c red i t s   g ran ted  i n  
1966(2) i s  likely t o  mean cont inuing   increases  o f  expor t s  i n  
the   next  few yems9  perha2s  more s o  i n  1969 than i n  1968. 
C o m a i s t  C.hina i s  l i k e l y  t o  accord a high p r i o r i t y  t o  i m p o r t s  
S o m  EuropeanTATO coun t r i e s ,  i t s  main s u p p l i e r s  o f  modern 
industrial eqciFment, but i n  view of t h e   u n c e r t a i n t i e s  about 
the  development o f  product ive  capaci ty  i n  that country i t  is 
ha rd ly   poss ib l e   t o   fo re see   whe the r  i t  w i l l  be   able  t o  continue 
t o  i nc rease  i t s  purchases. Mainland China i s  by far t h e  
smallest  o f  t h e  Communist markets: no European NATO country 
s e . l l s  as much.. as-l$, - o f  . i t s  t o t a l  exp0rt.s  there. 

(1) Eastern European  countries seem r e l u c t a n t   t o   u s e   m c h  
modest go ld  r e s e r v e s  as they  may have, and the   Sovie t  
Union has n o t  so ld  s i n c e  the end of  1965 any o f  t h e  g o l d  
it produces. 

".. 

( 2 )  see  C-M(68)6. 
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c 

4. Given  the  Communist--countries*  efforts t o  balance 
their  trade  bilaterally,  the  future  d.evelopment o f  the 
United  Statesv  sales  in  Eastern Europe will  partly depend on 
"$?Tp?sed changes ln3Ye present kgislation  will  allow 
the United  States  Government , t o  accord  most-favoured-nation 
treatment to East  European.cou&ries  other-than  Poland  and 
Yugoslavia.  The  future  development  of  United  States'  trade 
with  the USSR depends even more  on  increased  flexibility of 
United  States  commercial  policy. As for  Canadian sales, 
the USSR is  likely  to  have  replenished .itswwstocks in 
recent  years(1)  :but it has committed  itself to continue 
irr2orts f r o m  Canada  until mid-1969. Communist  China  is a l s o  
committed to continuing wheat purchasm&z6?Gfil mid-1969 
and it  seems l i k e l y  to continue  imports even after  that  date. 

" .-W 

OTAN/NATO, 
Brussels, 39. . . . .  
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' 1. The expansion of exports  of the Euro  e m  NA'I?O 
coun t r i e s  t o  t h e  USSR was i n  1967 the s a l i e n  +" e a   u r e  of East- 
KsT-e. Compared t o  the  preceding  year   they  rose by 48$ - 
o r  $282 million - t o  $870 m i l l i o n .  It is t r u e  that t h e s e  
exports  i n  1966, as i n  the   t h ree   p reced ing   yea r s9  were a t  a 
r a t h e r  low l e v e l .  Compz.red with the   h igher   average   l eve l  o f  
t h e   t h r e e   y e a r s  1960-62 the r i s e  was not  more than  27% and 
d e s p i t e   t h e   r i s e  over the   pe r iod  1960-67 the   i nc rease  in 
exports  t o  t h e  USSR i s  s t i l l  i n f e r i o r  t o  that o f  exports  t o  
a l l  des t ina t ions .   Never the less   the   increase  i n  1967 is 
s u b s t a t i a l .  One obvious reason  f o r  t h i s  was the granting 
o f  expor t   c r ed i t s  of more than f i v e  years which s t a r t e d  i n  1964 

was expected t o  have an irnportm-t e f f e c t  on exports  from 
1967  onwards(1). The four  l a r g e s t   e x p o r t e r s  were Germany, 
the  United Kingdom, F r m c e  and Italy, in  that order ,  and among 
the NATO coun t r i e s   t hey  were the  ones which most increased 
t h e i r   e x p o r t s   t o   t h e  USSR. Together  they  accounted for 6 3 s  
of NATO expor t s  against 48% in 1966, The European  countries'  
imI2orts f r o m  t h e  USSR increased  by g$, E?? l i t t l e   l e s s  than in  
1366 ( L O ,  5%) .  T h e i r   t r a d e   d e f i c i t  with th3-t country 
diminished but remained  important - $452 m i l l i o n .  

2. The development o f  t h e   t r a d e  of the  North  &nericm ' 

NATO c o u n t r i e s  was s t rongly   in f luenced   by   the   f luc tua t ions  of 
w i z !  expcrts .  The Canadian  share i n  NATO expor t s   t o  the 
USSR, which  averzged 2.5% i n  t h e  years 1958-62, r o s e  t o  an 
average . o f  25% i n  t h e   y e a r s  1963-66, In 1967 Canadian expor t s  
f e l l  by n e a r l y   6 @  and accounted f o r  on ly  11% of  t o t a l  NATO 
e x ~ o r t s ,  o r  $119 million. The small United S t a t e s   e x p o r t s  
rose  by 44% t o  $60 m i l l i o n .  Canadiauz. impor t s  from t h e  USSR 
more than doubled. in   1967 but remained small9 as d i d  those  o f  
the   Uni ted   S ta tes ,  which somewhat diminished. The t r a d e  
balance o f  t h e  North American coun t r i e s  with t h e  USSR remained 
l a r g e l y   p o s i t i v e  - a surplus o f  $117 mi l l ion .  

11: ""."--c- EASTERN EUROPE(2) (61.2% of  NATO count r ies '   expor t s  t o  
Communist coun t r i e s )  

3. EuroJean l)iTfl'I!O count r ies1   expor t s  t o  Eastern  Europe, 
which had r i s e n  by more than 27% i n  1966, n o t  o n l y  maintained 
this h ighe r   l eve l , ,  but; increased it by 8$ - o r  $191 mill5on - t o  
c -. . 

(1) see C-N(68)69 in  pa r t i cu la r   Tab le  I V  i n  ilnnex II. 
( 2 )  Albania, Bulgaria,, Hungary,  Poland, Rumania9 Czechoslovakia 

" 

and the  Soviet-occupied Zone of Germany. 
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c 

$2,438 m i l l i o z .  These  exports thus rose  f a s t e r  than e x p o r t s   t o  
tile world f o r   t h e  fourth year  running. Imports rose  by 5%. 
The p o s i t i v e  trade balance o f  the  European NATO coun t r i e s  with 
Eastern Europe ,   no t iced   for   the  first time i n  the  present   decede 
in 1966, w a s  i nc reased ' i n   1967  and amounted t o  some $329 mi l l i on ,  

4. The expor t s  t o  Eas te rn  Europe of t h e   N o r t h   m e r i c m  
count r ies  of  the  Alliance  decreased  by about 1 9 F T z m f i  , .  

in?796'l f o  $183 mi l l ion .  Over the   per iod  1960-67 these  exports ,  
have grown l e s s  than e x p o r t s   t o   t h e  world. The. small N o r t h  
2Yner.ica.n imports  from  Eastern  Europe on t h e   o t h e r  hand grew 
faster than imports from the  world i n  1967, as they  d id  i n  the 
t h r e e   p r e c e d i n g   y e a s .  The l a r g e   t r a d e   s u r p l u s e s . o f   t h e  
North  American  countries have thus been reduced i n  r e c e n t  
y e w s  and t r a d e  was nearly  balanced in 1967. 

ilu- 

5. The exports  of t h e  Euro ean c o u n t r i e s  of t he   A l l i ance  
t o  Communist China. rose bs 2 6 T 1 n  * T s 2 s S O  million,, . thus 
con t inu ing   t he  rapid r i s e " n o t e d  in 1965 and 1966, However, 
these  exportss  which  dropped t o  a low l e v e l  i n  the y e a r s  1961-64, 
have sti l l  not  caught up with the expms ion  o f  wor ld  trade s ince  
1960, The European MATO countr iesv  imports   f rom Communist China  
fell by 11% in 1967. For the t h i r d  year  running China has a 
trade d e f i c i t  ($210 m i l l i o n )  with t h e  European member count r ies .  

6. Trade between Communist China and the North  $meriean 
coun t r i e s   o f   t he  Alliance i s  p r a c t i c a l l y  l imited t o  exchanges 
-da. Canadian exports,  consisting almost e n - t i r e l y  of . 

grain, amounted t o  $84 m i l l i o n  i n  1967. This i s  l e s s  than half 
of  last yearss   proceeds and the   lowes t   f igure   s ince   1961,  
Cmadian imports   increased t o  $23 million. 

NAn9 RESTRICTED 
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~~ 

Belgium/Luxembourg 
Denmark 
France 
Federal Re;?ublic 
Greece 
Icëland 
I t Bly 

Netherlands 
Nomvay 
Portugal 
Tu'rk  ey 
United Kingdom 

of Germa@( 1) 

'Total XATO EuPope 

C anada 
United  States 

Tots1 N-41'0 North America 

TOTAL .NATO 

"P 

L 

960 

3.7 
3.9 
4.0 
6.5 
?2.0 
?3.  l 
5 08 
4.7 ' 

4.8 
2.3 

12.2 

3.5 

4.7 

d. 8 
l ,O 

0.9 

3.3 

1965 

1.7 
4.3 
3.6 
5.3 

22 .a 
-Il 03 

562 
1.9 
4.7 
1.1 

15.0 
2.9 

4 * O  

4.7 
0 .5 
.1 05 

3.1 

1966 

2 .O 
4.2 
4.4 
6.0 

22.9 
11.9 

5.2 
2eo 
3.4. 
1.1 

15.2 
3.5 

4-a4 - 

5.6 
0 *7 

l .9 

3.5 

1967 
" 

2.5 
4.3 
4.7 
6.6 

18.1 
17.2 
6.0 
2.6. 

- '3.3. 
. .  

l' .O:.,'. ... 
. - _ . _  . 

2 -4 
0.6 

~ 

l .l 

(l) In   the  ca'3e o f  the  Federal  Republic of Germany - f igures  
comprise  both  exports and interzonal   t rade  del iver ies  t o  
the  Sovieb-occupied Zone of Gemlany. 

Sourcz: JAC/127-D/189( Revised) AC/? 27-D/250 
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NATO COUNTRIES' IMRORTS FROM C O l ~ ~  T. COUNTRIES AS A 
PERCENTAGE O F  'THEIR WORLD TRADE 

Belgïum/Luxernbourg 
Denmark 
France 
Federal  Republic of  Germany( l )  
Greebe 
L celand 
I t a l y  
Neth'erlmds' .-. 

* :  

No&* - 'r . ..: , . 
: .  

Por&gal: s i  ' .. 
. .  . .  

Turkey 
Unit Qd :<gngdom 

( .  

. .  

Total NATO Europe 

Canada ( f . o .b . )  
United  State-s. (f.o.b.] 

T o t a l  NATO North.America 

TOTAL NKPO t 

1.965 

2.1 

4.4 

. .  

3.4 
5.5 
9.0 

16.0 

6.5 
2.4 
3.3 
1 e 3  
10 .O 
4=3 

4.3 

O .6 
0.6 

O .6 

3 a 3  

2.1 

4. .1 
3.3 
6.0 
.7*7 
11.6 

,7: 7 
2.2 
3.2 
l .i 

13.2 
4.4 

-4.6 

0.9 
,0,.6 .., -. . .. _. 

. .  Q .7 
3.4 

( l )  I n  the case of the  Federal  Republic of Gemany, f igures  
. r  comprise both imports  and  interzonal  trade.  deliveries- from 

the  Soviet-occupied Zone of Germany. 

Source: AC/127-D/189(Revised) y AC/127-D/250 
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ANNEX Il to 

GRAPH I 

THE  DEVELOPMZNT OF NATO  COI INTRIES '   TRADE 

WITH  THE  WORLD AND THT:  COMMUNIST  COUNTRIES  1958-1967 

TOTAL YATO  COUNTRIES'  EXPORTS 1960 = 100 (*) 

C-M (68) 35 

N A T 3  UNCLASSIFIED 
" 

1962 1963 1964 1965 1966 1967 

(*) The absolute value (million L!S 5) for 1967 would  read as follows : 
Communist  Countries = 4,286;.  World = 118,593 
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- 9 -  NATO  RESTRICTED 

G R A P H  I I  

THE  DEVELOPMENT OF N4TO  COUNTRIES'   TRADE 

WITH  THE WORLD AND  THE  COMMUNIST  COIJNTRIES  1958-1967 

NATO EUROPE EXPORTS 1960 = 100 (*) 

ANNEX II to 

C-M (68) 35 

NATO  UNCLASSIFIED 

1958 1959 1 %O 1961 1962 1963 1904 1965 1966 1967 

(*) The  absolute values ( m i l l i o n  'JS $1 for 1967 would  reod  as fol lows':  
!ISS.r! = 870;  Eastern  Europe = 2,439;  Communist  China = 531 ; World = 76,891. 
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- 1 1  - NATO  RESTRICTED 

GRAPH I I I  

THE  DEVELOPMENT OF NATO  COUNTRIES'  TRADE 

WITH  THE WORLD  AND T H E  COMMUNIST COUNTRIES  1958-1967 

NATO  NORTH  AMERICA  EXPORTS  1960 = 100 (*) 

I 

1960  1961 

l 

ANNEX II to 

C-M (68) 35 

NATO  UNCLASSIFIED 

i 
1962  1963  1964  1965  1966  1967 

(*) The  absolute  values  (million US $) for  1967  would read as follows : 
USSR = 179; Eastern  Europe = 183; Communist China = 85; World = 41,703 
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1958 1959 

G R A P H  IV 

THE  DEVELOPMENT OF NATO COUNTR'IES' TRADE 

WITH THE WORLD  AND T H E  COMMUNIST  COUNTRIES  1958-1967 

TOTAL NATO  COUNTRICS' IMPORTS  1960 = 100 (*) 

ANNEX I I  to 

C-M  (68) 35 

NATO  UNCLASSIFIED 

(*) The  absolute  values (million US S) for 1967  would  read as follows : 
Communist Countries = 4,024 ; World = 118,889 
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NATO  QESTRICTED 

GRAPH V 

THE  DEVELOPMENT  OF  NATO  COUNTRIES'  TRADE 
WITH  THE WORLD  AND THE COMMUNIST COUNTRIES  1958-1967 

NATO EUROPE IMPORTS 1960 = 100 (*) 

ANNEX II to 

C-M (68) 35 

NATO  UNCLASSIFIED 

1959  1960 1961  1962  1963  1964 1965 1 966  1967 

( * )  The,ubsolutevalues (million US $)for 1967would read os follows : 
USSR = 1,323;  Eostern  Europe =2,114; Communist China.=  320; World = 81,907 
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GRAPH VI 

THE  DEVELOPMENT OF NATO  COUNTRIES'  TRADE 

WITH  THE WORLD AND  THE  COMMUNIST  COUNTRIES  1958-1967 

NATO  NORTH  AMERICA  IMPORTS 1960 = loo(*) 

NATO  RESTRICTED 

ANNEX I I  to 

C-M (68) 35 

(*) The  absolutes  values  (million US $) for 1967 would read as follows : 
USSR = 62 ; Eastern  Europe = 182 ; Communist  China = 23; World = 36,982 
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