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MEMORANDUM 

TO: Permanent R e p r e s e n t a t i v e s , 

FROM: A c t i n g S e c r e t a r y G e n e r a l 

USSR Pro-posal f o r an A l l - E u r o p e a n Agreement 
~ on Economic C o - Q - p e r a t i o n 

( r e f e r e n c e :" P O / 5 6 / 7 9 6 ) 

A t t a c h e d i s a working p a p e r on the S o v i e t G o v e r n m e n t ' s 
p r o p o s a l s f o r an A l l - E u r o p e a n Agreement on Economic C o - o p e r a t i o n , 
p r e p a r e d b y the I n t e r n a t i o n a l S t a f f . I t i s c i r c u l a t e d to 
d e l e g a t i o n s f o r t h e i r . i n f o r m a t i o n and w i t h the thought t h a t i t 
m i g h t s e r v e as a background p a p e r f o r the d i s c u s s i o n s on t h i s 
s u b j e c t which a r e s c h e d u l e d to t a k e p l a c e i n a p r i v a t e m e e t i n g 
o f the C o u n c i l a t 1 0 . 1 5 a .m. on 6 t h September. 

( S i g n e d ) A, BENTINCK 

3 r d September9 1 9 5 6 
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USSR PROPOSAL FOR Al' ALL-EUROPEAN .AGREEMENT 
•-. Olf~ECONOMIC. CO-OPERATION •-• 

1 . At the X I t h S e s s i o n o f the Eööhomic, Commi t_te_e_f or: 
Europe (ECE) l a s t A p r i l , . t h é S o v i e t h r o c ^ c o u n t r i e s p u t f o r w a r d 
a~raïïn5er"of p r o p o s a l s f o r . i n c r e a s i n g the r e s p o n s i b i l i t i e s of SCEi, 
p r o b a b l y w i t h a v i e ? ; to b u i l d i n g up the ECE .as the c e n t r e o f 
European economic c o - o p e r a t i o n . Among these p r o p o s a l s was one 
s u b m i t t e d by the USSR f o r an .Al l -European"-Agreement on Economic 
C o - o p e r a t i o n . A f t e r d e b a t e , the C o m m i s s i o n r e s o l v e d to r e q u e s t 
the USSR to p r o v i d e more s p e c i f i c ' i n f o r m a t i o n .on t h e i r p r o p o s a l b y 
I s t J u l y and to i n v i t e the member c o u n t r i e s o f the Commission to 
submit t h e i r comments b y 1 5 t h O c t o b o r . ' A working group of 
e x p e r t s w i l l ; then be set. up to p r e p a r e a report , f o r d i s c u s s i o n 
a t the X I I t h S e s s i o n of ECE ( p r o b a b l y i n A p r i l 1 9 5 7 ) . 

2 . The ECE i s a s u b s i d i a r y agency of the Economic and 
S o c i a l C o u n c i l o f the U n i t e d N a t i o n s and' c o n s i s t s of the f o l l o w i n g 
29 European c o u n t r i e s p l u s the U n i t e d S t a t e s ; 

NATO C o u n t r i e s Other OEEC 
C o u n t r i e s 

Other n o n - S o v i e t 
B l o c C o u n t r i e s 

S o v i e t B l o c 
C o u n t r i e s 

A u s t r i a 

R e p u b l i c of 
I r e l a n d 

Sweden 

S w i t z e r l a n d 

Spain 
F i n l a n d 

Y u g o s l a v i a 

A l b a n i a 

B u l g a r i a 

C z e c h o s l o v a k i a 

Hungary 

P o l a n d 

Rumania 

U k r a i n e 

White R u s s i a 

USSR 

B e l g i u m 
Denmark 
F r a n c e 

., Greece 
I t a l y 
I c e l a n d 
Luxembourg 
Norway 
N e t h e r l a n d s 
P o r t u g a l 
T u r k e y 

West.Germany 
U n i t e d Kingdom 

I n a d d i t i o n , the f o l l o w i n g c o u n t r i e s p a r t i c i p a t e d a s o b s e r v e r s a t 
the l a s t s e s s i o n ; A u s t r a l i a , Cuba, I s r a e l , V e n e z u e l a . 

Summary of the P r o p o s a l 

3 . F u r t h e r , i n f o r m a t i o n has now been r e c e i v e d from the USSR 
i n the' form of the t e x t of a d r a f t agreement. ' The aim of the 
R u s s i a n p r o p o s a l , a c c o r d i n g to the p r e f a c e to t h i s d r a f t ? i s to 
promote the b r o a d economic c o - o p e r a t i o n between E u r o p e a n s t a t e s 
which w i l l " h e l p to d e v e l o p t h e i r economies , i n c r e a s e t h e i r 
p e o p l e s ' w e l l - b e i n g and c o n s t i t u t e an i m p o r t a n t s t e n towards 
e n s u r i n g a l l - E u r o p e a n c o l l e c t i v e s e c u r i t y and s o l v i n g the problem 
o f d i s a r m a m e n t " . 
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0. CONFIDBNTÏAL 
5 6 7 8 0 1 

k» The d r a f t agreement. pröf$:des.;?förV't'he p a r t i c i p a t i n g s t a t e s 
collaborate i n t h r e e g e n e r a l f i e l d s r 

( i ) i n g r a n t i n g ^ecpnomic; and^ ^ c t o i c ^ a l ^ a . s s i s t a n c . e 
. ,/ to underdevelopéd'" 'countr ies , " through the UN"and • 

i n d i v i d u a l l y , , s u c h a s s i s t a n c e t o - b e w i t h o u t any-
s t r i n g s j 

( i i ) i n d e v e l o p i n g m u t u a l • t r a d e » F o r • t h i s . p u r p o s e 
i t " I s p r o p o s e d T h a t p a r t i c i p a n t s s h o u l d .' 

- g r a n t one' a n o t h e r m o s t - f a v o u r e d - n a t i o n 
t r e a t m e n t , i . e . a b o l i s h a l l d i s c r i m i n a t i o n 
between them i n t r a d e , s h i p p i n g and c o m m e r c i a l 
p r a c t i c e s 

c o n c l u d e l o n g - t e r m t r a d e agreements 

. - s e t up a body f o r s e t t l i n g a l l - E u r o p e a n 
• payments and g r a n t i n g c r e d i t s -., 

c o l l a b o r a t e i n banking, ; - i n s u r a n c e , s h i p p i n g , 
a i r , r a i l and o t h e r t r a n s p o r t s e r v i c e s 

- f a c i l i t a t e the o r g a n i z a t i o n o f t r a d e f a i r s ; 

( i i i ) i n d e v e l o p i n g ^ s c i e n t i f i c and t e c h n i c a l c o - o p e r a t i o n , 
b y the exchange of. i n f o r m a t i o n and. of e x p e r t s . 
S p e c i a l m e n t i o n i s made o f the combined'development 
o f ^ o m i c e n e r g y f o r p e a c e f u l p u r p o s e s and o f t h e 
j o i n î usê"~oT• European m a t e r i a l r e s o u r c e s . (The 
USSR a l s o p u t forward a s e p a r a t e p r o p o s a l f o r the 
c r e a t i o n of a s p e c i a l atomic energy committee f o r 
E u r o p e . T h i s p r o p o s a l w i l l be d i s c u s s e d a g a i n a t 
the n e x t s e s s i o n of the E C E ) . 

5 . The e x e c u t i v e f u n c t i o n s of the Agreement would be u n d e r -
5n b y the S e c r e t a r i a t of ECE. A l l s t a t e s talcing p a r t i n the 
: o f ECE would be e l i g i b l e to s i g n the Agreement9 P r e s u m a b l y , 
^efore, the USA c o u l d become a p a r t i c i p a n t , though the a c c e n t o f 
p r o p o s a l i s h e a v i l y on promoting E u r o p e a n c o - o p e r a t i o n » 

- i c a t i o n s f o r the Western C o u n t r i e s -

6 e The D r a f t Agreement as p r e s e n t e d seems on the s u r f a c e to 
ï c r i b e to the p r i n c i p l e s of f r e e exchange o f t r a d e and i n f o r m -
>n (though n o t of p e o p l e ) w h i c h are ,the i d e a l s o f the West. A ; 
s f u l r e a d i n g i n d i c a t e s , however, t h a t i m p l e m e n t a t i o n of t h e ' 
j o s a l c o u l d have dangers f o r the West« 

( a ) I t i s l i k e l y t h a t most c o n c e s s i o n s to be made 
would come from, the W e s t e r n c o u n t r i e s . A l l 
s t r a t e g i c ' . c o n t r o l s on trade ; w i t h the S o v i e t b l o c 
would be .endéd; the" S o v i e t s c o u l d , buy what t h e y ' 
chose from the West and...dump s u c h goods i n exchange 
as t h e y c o u l d d i s p o s e o f a t t h e i r own a r b i t r a r i l y 
f i x e d p r i c e s ; t h e i r t e c h n i c i a n s and t r a d e r s c o u l d 

. . . . move f r e e l y i n the W e s t e r n c o u n t r i e s . The S o v i e t 
b l o c c o u n t r i e s , . on the o t h e r hand, need concede 
l i t t l e . They would u n d e r t a k e to g i v e the V/estern 
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countries the same treatment 'which they give 
one another, "but since all their economic life 
is regulated by the State this amounts to little. 
It is noteworthy that the..Draft-.Agreement'places 
emphasis on "bilateral agreements and long-term 
contracts (i.e. the features of regulated trade) 
and specifically states that traders operating in 
a' participating state shall he "subject to the 
conditions under which such activity is authorised 
"by the law of such state". Indeed, it is hard to 
see that the Western ideals of non-discrimination 
in foreign trade have any meaning when applied to 
the Soviet countries, where . trade is a monopoly 
and prices and exchange rates have no relation- to 
market realities in the Western sense. 

("b) The Draft Agreement states. that the existing 
regional economic organizations in Europe would not 
be affected by'the proposal and their participation 
in All-European Co-operation could be arranged. 
But literal application of the terms of the Draft 
•Agreement would mean an end of Benelux and the 
proposals for Euratom and for a common market among 
the' six countries cf the ECSC; while the OEEC, the 
EPU and the proposal for West European co-operation 
in developing atomic energy might be swamped by the 
larger organization. In practice, the Western 
countries v/ould insist on modifying the terms of 
the Draft Agreement in order to preserve these 
agencies for Western (including'North American) 
economic co-operation. There.would, however, remain 
a,risk that they might be overshadowed in the public 
view by the proposed new body - and this could help 
to weaken the cohesion of the Atlantic Community. 
This undoubtedly is one intent of the Russian proposal. 

7» Nevertheless, it must be recognised that the proposal has 
great propaganda value for the Soviet bloc: it fits in with the 
widespread desire of most peoples to develop peaceful. relations 
between West and East and must have particular attraction for certain 
Western countries which have suffered most from the post-war rupture 
in European economic relations. 

8. In dealing with the proposal, it might be useful to 
follow the tactics sometimes adopted by the Russians when confronted 
with Western suggestions for co-operation: i.e. to welcome the 
proposal in principle subject to' Certain'qualifications and 
clarifications of practical issues. The Western countries could 
also point out that they have made great strides in developing 
economic co-operation since the war among as many countries as 
were willing to participate; the Soviet bloc of its own choice 
has so far remained aloof. (The Soviet bloc countries refused to 
attend the Convention which gave birth to the OEEC).. 

9. The qualifications to the proposal might include: 

(a) adequate safeguards for the preservation of 
existing agencies for West European and Atlantic 
co-operation; 
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("b) the USA and. Canada t o "be a d h e r e n t s to the Agreement 
. ( t h i s i s e s s e n t i a l i n - o r d e r to p r e s e r v e a "balance 
f o r the Western c o u n t r i e s a g a i n s t the USSR); 

( c ) W e s t e r n t r a d e r s , t e c h n i c i a n s . and t o u r i s t s to have 
complete freedom o f movement w i t h o u t s u p e r v i s i o n i n 
S o v i e t "bloc c o u n t r i e s ; 

( d ) c i t i z e n s of S o v i e t b l o c c o u n t r i e s to have complete 
f r e e d o m to l e a v e t h e s e c o u n t r i e s - f o r p u r p o s e s o f 
t r a v e l or e m i g r a t i o n « 

I O 8 I n a d d i t i o n , c l a r i f i c a t i o n m i g h t be sought on the 
. lowing p o i n t s (some o f w h i c h were r a i s e d i n the X I t h S e s s i o n 
ECE ) ; 

( a ) why do the R u s s i a n s ' p r o p o s e : a new w o r l d - w i d e t r a d e 
o r g a n i z a t i o n u n d e r the UN ( A r t i c l e k o f t h e D r a f t 
A g r e e m e n t ) ? W h y n o t i n s t e a d p a r t i c i p a t e in. the 
e x i s t i n g UN o r g a n i z a t i o n s , i n c l u d i n g the I n t e r -
n a t i o n a l B a n k , GATT, the p r o p o s e d OTC, e t c . ? 

(b.) a r e the S o v i e t b l o c c o u n t r i e s w i l l i n g to submit 
t h e i r economic p o l i c i e s to f u l l i n t e r n a t i o n a l , . , 
r e v i e w a n n u a l l y , p r o v i d i n g the d e t a i l e d s t a t i s t i c a l 
I n f o r m a t i o n n e c e s s a r y , i n the way t h a t we have f o u n d 
so u s e f u l i n the OSEC? 

( c ) ( i ) i s Danube, n a v i g a t i o n to become f r e e ? ( r a i s e d 
by A u s t r i a ) } 

( i i ) w i l l W e s t e r n b a n k s be a l l o w e d to s e t up ,. 
b r a n c h e s i n the S o v i e t b l o c ? ( r a i s e d b y 
Norway) ; 

( i i i ) w i l l Norway be a b l e to use b o r d e r r i v e r s f o r 
f l o a t i n g t i m b e r ? ( r a i s e d b y Norway); 

( i v ) w i l l F i n l a n d be a l l o w e d to u s e V i l p u r i 
( f o r m e r l y a F i n n i s h p o r t ) f o r t i m b e r e x p o r t s ? 

1 1 . These s u g g e s t i o n s are o n l y f i r s t t h o u g h t s , b u t t h e y 
'er s c o p e - f o r r e n d e r i n g t h e . R u s s i a n p r o p o s a l innocuous„ I n 
•t, i t must be a d m i t t e d t h a t , i f a l l t h e s e p o i n t s were p u r s u e d 
the W e s t , the R u s s i a n p r o p o s a l would n o t g e t v e r y f a r . The 

'eguards f o r the e x i s t i n g r e g i o n a l economic a g e n c i e s must i n c l u d e 
> r i g h t o f the W e s t e r n c o u n t r i e s to c o - o r d i n a t e t h e i r p o l i c i e s 
n g t h e m s e l v e s , w h i c h i m p l i e s a d e n i a l of the n o n - d i s c r i m i n a t i o n 
. n c i p l e o f the D r a f t Agreement. B u t as a r g u e d above, i t . i s 
' f i c u l t f o r f r e e economies to o p e r a t e v i s - à - v i s S t a t e - c o n t r o l l e d 
momies i n the same way as t h e y do among t h e m s e l v e s . A l s o , i t . 
most u n l i k e l y t h a t t h e ' S o v i e t s would a c c e p t the s u g g e s t i o n of 
i e r t y o f movement f o r t h è i r p e o p l e s . However, the t a c t i c s 
; g e s t e d would e n a b l e the West to s e i z e the i n i t i a t i v e f r o m the 
•iet b l o c c o u n t r i e s and. to t e s t t h e i r s i n c e r i t y , .and i t i s 
!Sible t h a t good m i g h t come from the p r o p o s a l i n the shape o f 
ie r e d u c t i o n i n u n d e s i r a b l e b a r r i e r s between E a s t and W e s t . 

D
E

C
LA

SS
IF

IE
D

 - 
PU

B
LI

C
 D

IS
C

LO
SU

R
E

 /
 D

É
C

LA
SS

IF
IÉ

 - 
M

IS
E

 E
N

 L
E

C
T

U
R

E
 P

U
B

LI
Q

U
E




