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&ts b~ the Chairman of the O r o ~  

The Committee of Economic Advisers decided i n  March 1964(1) 
t o  c a l l  a meeting of member countries' of f ic ia ls  responsible fo r  
oonrm~ralal negotiations with the ea te l l i t ee  t o  assist it i n  carrying 
out the ~ouno i l ' s  instructlone in making "recommendations an t o  
mah economic meaauree as  might be takenby NATO t o  loosen the t ie8 
betnsun the USSB anb the various aatellitee(2)". 

2. The Group o f  national o i i l c i a l e  met on the 25th and 
26th May, 1964. They procoetleb t o  an exchange of views and of 
hfol'wition on the main characterlatics or NATO countriee' trade 
with Communiet cauntrlee, part icularly trade with the Soviet 
aiatellitee. They examined whether i n  practice it would be poeeible 
t o  dlacriminate i n  the i r  trading relations between the USSR and 
the sa t e l l i t e8  as also between the v a ~ i a u s  eatel l i tes .  I n  general, 
the Oroug considered the difliaulties of establishing closer 
economic relatione between NATO cormtries and the eatel l i tee ,  or 
a nurdber of them, and meesuree that might be taken t o  overcome 
theme. 

3. Pollaring thei~ dieouaeian, the O r a u p  agreed t o  the 
rummary of their tindinge attached hereto. I n  addition, the 
I n t e F n a t l ~  Secretariat has ifram up a more detailed record of 
the proaeebinge which is t o  be found in the Annex, 

4. The 
the Committee 
i n  drawing up 

greeent report is aubmitted for  the consideration of 
of E c o ~ m i c  m i e e r s  who may avail themeelves of it 
their am m-ndationr, to  the Council. 

(Signed) A. V I X m  

mmmao, 
Paris,  XVIe. 

S T 0  CONFIDENTIAL 



The m t l . 0 ~ ~ 1  c m z i e l e  have summed up t he i r  f indings as 
follows : 

( I )  Over recent yeare, trade between NATO cauntrlee and 
the acltell l tea hae irsreeeed, altho7,gh ~?oportiorlatcly 
not mcro than the NATO countrlea' trade with the world 
c.a a whole. While trade w i t h  the  satellites is 
iz~portant f o r  c e r t a l n  branohee of i n d u t r y  i n  several 
ruscbar countries, it has PMnairrpd ~ m e l l ,  a f a c t  vihlch, 
In the o?in!on of some delegates, ohould be made more 
widely knawn t o  public  opinion i n  Western countries, 

(a) Import8 from the s a t e l l i t e 6  consist  largely of 
agr icvJ twdl  products and raw msterials f o r  same 
of '71:ich the market i n  ember  countries cannot be 
s ign i f  i c a l t l y  enlarged without hurt irig domestic 
produsers tr t r ad i t i ona l  euppliers from the 
f r t e  :rorld, jncl.uillng the  less-c?eveloped W O  
c o c r t r i ? ~ .  Th3 same d i f f i c u l t y  also ex i s t s  for  
acml-f inished or f inished products. I n  addition, 
I.!!% poor qual i ty  of' these products and the lock 
01' marketing e m e r t i e e  hamper t h e i r  sa les  t o  the 
Weet unless their prioes are a r b i t r a r i l y  f b a d  far 
below the normel prices of such prochctn i n  the 
West. 

(b) Exports t o  the  s e t e l l i t e e  are hampered by lack o f  
f insl?cial  mean6 and tend t o  be l imited by the 
extent t o  nhich the eatellitee can inorease the i r  
s i l o s  t o  the  West. The e a t e l l i t e s  a r e  moatly 
in teres ted i n  buying capi ta l  goode, fo r  some of 
which they seek t o  obtain long-term credlts .  The 
p r i a r i t y  given t o  these goods on the s a t e l l i t e s '  
im2ort lia*,s r e f l e c t s  the importance attache3 t o  
i n d w t r y  in t h e  eoonomic plans of these countries. 
As rwwiras consumer goods, the normal a i m  of the 
. s a t e l l i t e s  l a  t o  l i m i t  t h e i r  imports i n  re la t ion  
t o  the  valume of conslliner g o ~ d e  whieh they can 
themelves s e l l  t o  the Weet, and f o r  which they ore 
constantly s e e k l w  Increased outlets. 

(c) I n  generel, the Cormrmnist economic system which is 
chwncieriaed by r i g i d  planning and the abseilce oi' 
normal cost and price  relationshipa does not fa-xour 
intermetional t rade ,  i n  particular. t rade  with 
market economy oountrlee outside the bloc. The 
b i l k  of th" fore ign  trade of t he  e a t e l l l t e s  is 
conducted w i t h  t he  USSR which is the i r  main 
supplier  of raw materials and some sophisticated 
machinery. A e ignif icant  e h i f t  of their trade 
f r o 3  %he USSR t o  the West seems unl i l -dy  i n  t h s  
tb3cr~ce of a major change i n  the p o l i t i c a l  
eitutrt i tn.  



( i i )  The national official5 have, in particular,  examined 
whether it would be practicable t o  introduce dis- 
crimination between the USSR and the m t s l l i t e s ,  md 
betwecr, the various s a t e l l i t e s  thenselves . They undep- 
l ined that ,  from a po l l t i ca l  polnt o f  view, the 
aavisabil i ty of such discrimination was a matter beyond 
the i r  Term o f  Reference. However, most of them, 
indicated tha t  from a practical  point of v j e w ,  the 
margin f o r  such discrimination w o u l d  be limited as far 
a8 open policies and ru l e s  of trade were concerned, 
although t o  some extent more favowable treatment might 
be givon t o  cel ta in  s a t e l l i t e s  when trade agrecucrits 
were negotiated or implemented. The Unlted States 
Representative indicated t h a t  his country wae applying 
tailor-made policies i n  her relatione w i t h  the  Communist 
countries and favoured openly those who Showed signs of 
emancipating themselves from the Swrist bloc. 

( i i i )  1.6 regards practical  reoommendatione which could be 
made t o  f a c i l i t a t e  the  expansion of trade w i t h  the 
s a t e l l i t e s ,  the following main points may be noted: 

(a) Some of the national of'ficiale thought that  a 
l iberali8ation of export credits  might favour an 
expsnsion of trade. However, all recognised that 
t h i s  matter implied policy dacisions which werc 
beyond the i r  competence, especially insofar as the 
lengthening of' the duration of credits  was concerned. 
They pointed out that the s a t e l l i t e  countries showed 
a p~eference for lines of credit  which they co~iid 
use with more f l ex ib i l i t y  than suppliers' creei ts ,  
b ~ t  t ha t  eeveral governments were rel.uctant t o  
extend the practice of offering such l ines  of credit 
t o  Communiet countries. 

(b) Any progress i n  a rmrltilateralisation of  trade and 
payments would a l so  be very helpful. However, 
with the Communist economic syatem involved, a 
multi laterallaation of trade ra ises  serious 
technical d i f i icu l t ics .  Aa t o  a multilateralisstlon 
of payments, t h i s  has so f a r  been a one-way prot'ess: 
the Communist oountries have benefited from it in  
the i r  relat ions w i t h  the West, but they have not 
cccorded reciproctil treatment t o  the West. I t  
was Mted i n  t h i s  respect tha t  genuine and reciprocal 
multi lateralleation was a good thing i n  i t s e l f  and 
that ,  t o  the extent it could be achieved, no 
discrimination ehould be 80U&ht between the 
t a t e l l i t e s  on the one hand and the USSR on the 
other. 
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(c) Tt would be OF help, In  exbsnding trade w i t h  the 
8tits11ite9, if airect contacts could be estsbl.ishcd 
b?-=twPen Wsstern iirrns and the managers of the 
Iqcr:lng or export i r i  enterprises i n  the 
8ate;lite c o u ~ t r i e s .  f'Jthough, in nany casoe, 
efforLs t o  th is  exd have eo far been disappointing, 
they ahould be contimed. 

(8) ?my pxgrcsa  possible towards simplifying and 
inproving the adminletrative machinery of the  West 
would favour t rade expansion and might i n  particular 
give ~~~~~~~~~t resulte with the sn te l l i tes .  
Various & * ~ c t i c e l  steps such as  publication of 
trace cppr tun i t i e s ,  improvement of conmorcial 
represarltation, inwensed exohangee of trade 
missions and participation i n  trade f a i r s  could 
help i n  exp?ding trade with the eatel l i tee .  
Such ~rcct icel  neasuree, which do not raise 
problans of discrimjnation, could be applied t o  a 
greater extent with s a t e l l i t e  countries showing 
~ U l l n g n e s s  t o  co-operate. 



Reco-d n f  r?ceedinus established by the  
- - - - f T t s r n a t i o ~ ~  i t n i i c l )  

1. M r .  F.D. Gregh, Deputy Secretary General - h s i a i n n t  
Secretmy Cerwtral f o r  Economiaa and Finance, welcomes the  
dalegates(2) from the nat ional  capi ta ls  and reminds them tha t  
t h e i r  meeting w n s  eecldod pursuant t o  the NATO Councills 
irsr t ruct ians t o  the Co.unittee of' Economia Advisers t o  make 
"re3cmnendations as t o  such economic meaeuree a s  might be taken 
by NATO t o  loosen the  ties between the  USSR and the various 
satel l i teo1'(3) .  The Committee of Economic Advisers, i n  order t o  
carry o;lt t h i s  task, has, i n  fast,  f e l t  t h e  need t o  seek guidance 
from o f f i c i d s  or" member countr ies  who have pract ica l  expericnne 
of t h e  various roblema ra i sed  by East-West trade. I n  order t o  
f a c i l i t a t e  .the &alp's work, a l i s t ( 4 )  has boon established 
xmZ&lxiw o cc r t e in  nmbor o f  points  on which they might possibly 
Niah LO C O ~ X L * .  

e. M r .  Gregh reminds representatives tha t  they w i l l  h ~ v e  
t o  choe9 a Chaiman t o  direct t h e i r  Work, This choice may be 
made e i t h e r  f?on nat ional  reDresentativea o r  f rom t h e  
I n t e ~ n a t i c ~  ~ t a ~ f .  The l i t ter,  i n  conformity with the 
prockt:Iwe foUowed at  the  September 1961 meeting, w i l l  draw up - 
a r ~ c o r d  o f  tk.e VN.~OUS etatemente made, which w i l l  const i tu te  
the  G-loxp'a rdpwt .  HoVleVer, the Group w i l l  need t o  elaborate 
&aft conclwions on their deliteretio.?e. 

3. Following a b r i e f  adjournment of t h e  meeting, the  
Group o,Floae aB Chairman Mr. A. Vincent, Head of the Economic 
Dircctorcte i n  the  Division of Bconomica and Finance of the 
Intermational S t a f f .  

FRT?GXQN. CHWTERISTICS OF U S T  - WEST TRJU)3 

(a) France 

4. The FRENCH REPRESEXTmIVE declares tha t  hie country's 
policy on East-West t rade  has changed, but  t h a t  one f a c t  is 
evident: such t rade  has rmt ' l ed  t o  the increase hoped for;  it 
only accounts for  approximately 3 . s  of French trade w i t h  the 
world. French exports t o  Eastern aountries show a double 
chmacter io t ic :  they are amaLl i n  re la t ion  t o  t o t a l  French 

.- 
(1) She record of pronee3 s aims a t  giving the substance of the 

ea tic in ants' statmen%. bu t  it is mt a verbat io recor l  

on the  b?aie cC t h e i r  experience in recent years and t,h3:-.3 
Should nct be t d r t n  na necessarily expressing the o f f i c i a l  
poki t  of vic~v of t h e i r  author i t ies .  
A i l 3 t  of 2ar t ic ipants  is. attache8 a t  Annex 11. 
C - R , ( € 3 ) 5 3 ,  p ~ r w r q f l  50. 
ILC, :27-D, ~50,Finviaid). of 7? st, H e 2 - 1 ,  13tl+. 



e x p ~ r t s ,  but  a re  concentrated on epecif i c  sectors ,  essent i d l y  
thotm of cep i t a l  equlpnant; an in terrupt ion or dislocat icn of 
such t rade  might therefore have I?€tperCuaSions, severe a t  t ives, 
on ce r t a in  French industries.  Eastern wuntr iea  tend t o  seek 
thu lengthening of trade agreements normally concluded f o r  orJy 
6x10 mar. So shor t  n duration gives r i s e  to  dieadvanttges, bo th  
for  Frame and f o r  the  Eastern c ountrise; M e e d ,  the principal  
exports t o  those countries r e l a t e  to  indust r ia l  complexes, whone 
dolivery etretchos out over several  years and f o r  which c red i t s  
of up t o  f i v e  yeare are lften granted. 4his  explains why 
protocola f o r  imlust r ia l  w.tipment concluded with Poland, 
Czcchoslovaicia, Hung= and Roumania now cover three to  f i v e  year 
pe~lM1B. Hmwer the groceihrra of annual agreenenta continues 
t o  be applied t o  l i s t e d  a r t i c l e s  r e l a t ing  t o  a large number of  
groclucta, of which 60 t o  65% only lead l a t e r  t o  comcrcia l  
trm'aactione. 

5. Prance has no cut and dried f inancia l  policy. Lttenpta 
have besn made t o  move f ion  b i la te ra l i sm t o  wi l t i l a t c ra l i an  i n  
tra3a with En8te.m countries;  such attempts have met w i t h  some 
euccess among the satellites, wlth the  exception o f  Romania. 
One shoula, h o m e r ,  recognlse that the changeover t o  convertabili ty 
i~ not especial ly a t t r a c t i v e  far Eastern countries, who, ineofar as  
i e  possible, wish t o  balance t h e i r  foreign trade. Regarding the 
length o r  credits, the French Oaverment l i m i t s  t he i r  duration t o  
r i v e  year8 i n  accordance with the  B e m e  agreements and commitments 
entered i n t o  within the  fiamerork of the EEZ. Only supp1iet.s' 
Wedits  are authsrieed; these are guaranteed by COFKE, which is 
enabled t o  pravido cover for  qp t o  90% of the i r  t o t a l  amount. A 
preference has been shown by b e t e r m  countries f o r  more f lex ib le  
arrangements i n  tho form of direct bankers' credits; however, such 
c red i t s  &o not qualify for  guarantee8 by COFACE, and, f a i l i ~ ? g  such 
guarantees, f i m n c i a l  i n e t i t u t i o m  have refwed t o  grant credi t ,  
The incl inat ion t o  switch fiom euppliere' credi t8  to  f inancial  
ccedite has been discouraged by the  French hathor i t iee ,  who do not 
wleh t o  Increase f a c i l i t i e s  a + f o d &  t o  Eastern countries. 

(a) Ita19 
6 .  The IT&IAN R E P R E S E X P ~ I ~  s t a t e s  that h i s  country's 

t rade  with the E a s t  has developed eatlef'actorily; i n  1963, 
t w o r t a  were 5096 above thoee i n  1962, an8 exports increaead by 
2 . .  The e o t a l l i t e s  provide I t a l y  with raw m t e r i a l e  and food- 
e tu f f s ,  while she sells them namfactured goods. An imperfect 
mul t i l a te ra l  syetem of t rade  w i t h  the e a t e l l i t e e  h e  favoured 
such exchanges, whoee development is alosely watched by the 
f t n l i a n  Oovermrnt, which wiahes t o  see them expand. I n  s p i t 0  
of t he  importance of cormaercial transactions with Eastern 
aountriee,  no saator  of the I t a l i a n  eaonomy l a  par t icular ly  
dependent on such trade, However, there are l imi te  t o  Eaat-Weat 
trade, and com€trciel relat ion8 w l t h  the Soviet bloc w i l l  
probabiy Bhow a tatadency t o  be s t ab i l i eed  a t  the re la t ively  high 
level they have now reached. Indettd, Eastern countries caxm~t 



izylefInlt.?ly incrzaso the i r  exports of foodstuffs,  eurd ow- to 
the oystzm of q1iatis  res t ra in ing  other products l i ke ly  t o  be 
exported. ay then, it l a  a r w m a s i v e l y  more d i f f i c u l t  f o r  them t o  
i n c r w s e  thoir s a l e s  t o  Italy. I t a l i a n  exports t o  Eaetern 
countries e r e  ee3cntiall;r of cap i t a l  equipment. I n o r d e r  t o  
fu r the r  such aales, L t  l a  necessary t o  grant bubatantial credits ,  
In tho i r  ncgotia t i o m  with I t a l y ,  Eaetern countries have expreoeed 
the  wiah t o  obtsln financial cred i ta  rather than suppliers '  crodits,  
am w e l l  as t!e izwthentng of such credits. I n  t h i s  connection, 
tte I t a l l r n  Roprasent ?ti-re u e n t i o ~  t h e  diirlcul ties axpericnccd 
by h l s  country a8 a reYilt of ce r t a in  campetltors hav- offerad 
c red i t s  of over f i v e  sews. Regarding the  length of eupplier8' 
crell l te,  I t a y ' e  posi t ion i e  wcll4mom1; she hao kept t o  h e r  
cocmitmefits. The  I t r l l n n  h t i ~ o r i t i e e  cont.i&r t h n t  what eve^ 
daoiuiana might be adopfcd i n  t h i s  matter, theoe should be 
unnnhwn ~ind applica5le t o  all countries. If going beyond the 
f i v e  year  l i m i t  aa regard6 c red i t s ,  is so le ly  t h e  r e s u l t  of one 
country wlshlng t o  offer  better conditions than those of its 
compst i f  ore qhroacl, tile W e G t  romot  hops t o  gain p o l  it i c a l  advantage 
in  its r7lat.isr.s w i t h  EEarrern countries. The positionwould be 
dUfi7fjxe,t% t;h;rtld tLe K e r ~ t ,  as a whole, adopt a nore f l ex ib l e  
credit policy W:leA would m e t  the par t icu la r  sitrzatlons that may 
exiet i n  eauh of the Communist countries. 

( 0 )  l&&wiu 
7. The BF.TCUNP REFRE3QWATTV5, upeaklng for a l l  three 

Benelux ~cuntrics, pointe out t h a t  Benelux trarie with Eastern 
cormti i n s  t c c o u n t ~  f 31. only 2$ of her world trsde. I n  l959/60, 
tra* reached a re la t ive ly  high irrcrel; but exports have since 
then shown a taidency to stagnate, and wen t o  fall afr, and 
i ~ o r f t ?  D w r e  only r iaen  very mderately.  Benelux trade with the 
bata3Ilt9 oountr'iea tends t o  bslanne. The  problem of the proplbr 
pel ind few t rade egreementa has a l so  had t o  be faced by Bendux. 
]Em torn countries are very deeirouu t o  reaoh long-term agreenenza 
i n  order t o  taka these in to  aacount in the establishment of the i r  
f>ve end seven year plans. Benelu~, on the contrary, wiehes t o  
Be ,"re0 t o  revieo l i e t s  of guotaa ammally; even r i t h  respect 
t o  the a n t e l l i t e s ,  rith whom three-year agzleements have been 
coW.lwh¶, such Rnnual misione have b8en maintained. Trade 
with Euctern c m t r i e a  nrr* qppeara t o  have reached a maxlmun 
Tgvel. The33 ape d i f f i c u l t i e s  for both sides as  regard8 ths 
nature of conmoditioa t o  be exchanged, Benelux can only w ~ t h  
d i f f i c u l t y  increaee hep purchaaee of losmrfaotured goods, or  wen 
of c e r t a i n  row materi&.e of Eastern orlgln. 

(d) Urdted ~ i x x c h q  

8, The UNITED KINODW RElWBEWflIVE declares that his 
country's tram with Baatern oountriee hae grown substantially; 
it hae increased l y  6% airwe 1959. but s o  far only account3 f 1- 

about 3% of the  Usltod Kingdom's foreign tmile. Saviet ewer 
are esbentinl ly coupoacd of raw materials; 905: of commodities 



eold by tho Soviet Union a re  not subject t o  quota r e s t r i c t ion  by 
the United Kingdon. So far, t h e  p o ~ i t i o n  has not been the sane 
for  p~*o&acts f iou  e a t e l l i t e  ccPuntrie8, of  which 561 have been 
aubject to quotas s ince  no- OX their exporta than the Soviet 
Unionte conaist  of mararfactured goods and foodstuffs. 

9.  The United Kingdom conoludes three-year. o r  i i v a y e a r  
t rade  agreemente o r  arrangements r i t h  Eastern oountries. 
Recently she haa af'fered t o  remove quanti tat ive res t r ic t ione  
on a w i d e  range of manufactured and other goods imported fran 
Comuniat countries on c ~ w l i t i o n  that these aountr i ts  unile~*take 
t o  avoid any act ion l i k e l a  t o  d isrupt  the Br i t i sh  market. 
Ceochoelovakia an3 Hungary have already accepted these con4itions 
and S t  i e  prabable that Poland w i l l  aceept also. However, the 
UE33 d Bulgaria have re jected the Britioh of re r  arid Rounania 
hen y o t  t o  reply. 

1 There are two important obstacles t o  t rade  with 
Conmunimt countries: on the one hand, the d i f f i cu l ty  for  
acu?triee w i t h  a market economy t o  deal with countr ies  whose 
trod@ is a s t a t e  monopoly; an t he  other, the  d i f f i c u l t i e s  f o r  
CamuIuniet countrice t o  offer  products l i ke ly  t o  be of i n t e re s t  
t o  Weetern countries, the latter are intereeted i n  buying 
aa r t a in  raw materials and some agr icul tura l  products, but hes i t a t e  
s good deal t o  allow the inport of mmfactured gooda whose prices,  
aften f ixed  a t  too low a level ,  threaten t o  BSsrupt t h e i r  
in tarnal  markets. 

11. Raferring t o  the problem ni long-term credits ,  the  
Unltcd Kingdm Rtpreeentatlve pitrasaes that these would be 
granted only f o r  a d e s  of indue t r ia l  complexes (fnctories ,  plant)  
t o  Eastern aauntrlea. Generally speaking the  l a t t e r  appear t o  
prefer t o  pay ceeh f o r  nonnel trade, even where credi t  would be 
fq?prapriate and available t o  than. 

(e) -ublic of O e m w  

12. The OERtlM ~ I S n r P I  eta tea  tha t  hie country has 
agreement@ with a l l  Eastern countriee; theae a r e  generally throe 
Years i n  length. Trade w i t h  Eaatern oountriea(1) accounts forb 
approximately 3% of Oermany'e t r ade  with the  w o ~ l d .  Trade w i t h  
the IJ$SR ha@ shown a tendency t o  f a l l  recently. Foodstuffs 
BCCOUnt f o r  about 5% of t h e  ffernan Federal Republic's ioporte 
*om tho e a t e l l i t e e ;  while, on t h e  other hand, exports ape corn- 
posed of cap i ta l  equipment. The Federal Republic nleo follows 
the policy of using quotaa for c e r t a i n  imports of nanufactured 
gooda *om t h e  Soviet bloc. The Oernan Federal Republic's 
policy regarding c red l t s  is i n  contocmity w i t h  the milas of the 
Bdrm Union. Credits t o  the USSR are limited t o  180 days only;  
those granted t o  the  e e t e l l i t e a  are more l i b e r a l  i n  t he i r  t e r m ,  
but are not of ariy elze. Poland ha8 only ueed hfilf of  the 
c red i t s  granted her, 

1 Sudh trcl&e doea not include t rade  with the soviet-occupied 
Zone of Germany. 
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13. The W4lXkN L W A T I V I $  declares that h i s  aountry'e 
importe -+on the Soviet bloc afa a peroentage of t o t a l  imports 
are :owx than '&me of s r ~ l  other NATO oountry. Carmaan 
export6 llave &&tun a w k e d  increaee i n  the paat year, largely  
&w t o  ea les  o r  wheat to the -let Union, I t  is a question 
. to  w b t  extent the reaent  volume o t  wheat exporte w i l l  be 
nalntainad, sirae t!!: dspmla psrtly on imponderable raatora 
l i k e  the rt;atl;ar. C r k l U t  terma for w e e  sales have been mas 
avai lable  but t h e  Soviet Union has not ye t  taken odvantago of 
tnm, ao ttrat all t he  rnest shipped so  !'fir hea been sold for  
amh, 

14. The O W W  RlSWtSFPA!PXW declare8 that f o r  grtographicd 
and ecomm1.c rrmeane trade with Eastern countries is substantial ;  
t h i s  accscn9 Zu,' L& of t o t a l  Greek imparts and 2w of cxp3rta. 

1 5 .  The 1 > 0 B T m  IWRB8XWAIPIIW dsclares that hie country'e 
o o ~ r c i a l  anchnnges with tfrs oatell i teta sre vary enrill. The 
Portu@&m National Bank has papent8 agreements wilh the 
S t a t e  Brinks of Cterchoarlooalda, Pohmd and Hungary, but no credits 
are pantad. 

16. The NOR;tEOIAN RE;PRmI ,TIVE oonfirma that the leva1 of 
trola bctweer. Nomay and Eaetorn oountriee is limited: between 
195C/!/G3, &wort3 t o  and iarpcrts f'rm the E a s t  repreaentnd 
~ p r a x l m u t e l y  4% mil 3.5% mepeotively of t o t a l  Norweulan exports 
anb iIlQ?orts. HI3  c o w t r y  18 attampti* t o  expand trade with the 
Soviet bloe but cocunodltier, l i k e l y  t o  be or i n t e re s t  i n  such 
%::awes a m  llipitod. There are therefare natural  obstacles t o  
the growth or t~sdet. Credits  panted by Norray t o  Eaetcrn 
countries are nsgllgible;  theae s t d  a t  less tho glr million. 

17. The WITIiD STA!l%S R-ESIVe points  ~ u t  t ha t  the 
of' trade tetwean Nlil.0 o m t r i e s  and Communist countries i 8  

r e l a t i v e l y  lox. Publlo apirdon that sometimee appears t o  have 
the iwrsraalon -1:u t Ecert-Weat trade has grown substant ia l ly  
should be IMo. -ed  of thia. f c l i c l e a  relntsa t o  the gran t i  15 
of oradi t% t o  " r u n i a t  caurrtr5es end in par t icu la r  t o  the  Ub ;R 
atem t o  tme 1- * !.Xu inf'luom?s on the l eve l  of trade with thebe 
countriee. .?' . United S t a t e s .  i e  not oppoaed t o  trade d t h  
Eastern co'u.ttl. L :; but it practises a f lexible  ard diveraifil-d 
policy i n  thir . -~~~ .psc t .  The United Sta tes  huthor*lties hoGe, 



natural ly,  t ha t  the  development of cammeralal re la t ions  between 
t h e i r  & l i e &  and the s a t e l l i t e s  w i l l  not impair the rerrulte of 
t h e i r  own policy ia t h i s  f i e l d ,  but, on th s  contrary, t-hat they 
should re lnforcs  then, 

16, The United 8 ta tea  ha8 gra ted  Polsnd and Yugoslavia 
ecomrnia a i d  and the  advantags a? the most-f~vouwd nation clause, 
Pollowisyl a aor ta in  show of indepantlenoe by Roumknia towards thi3 
UbSR, the  United Statea is attempting to  improve its comme~ciai 
r e l a t i o m  wlth t h i s  countrg, not by gmnting c red i t s ,  but by 
tillowing a relaxstiorr of tho a p o r t  l icensing system. Thsir 
domwrt3iR3 policy do88 not Inply that the United Sta tes  Authorities 
Lnterd t o  c a l l  far  a revis ion of t h e  COCOM list of s t r a t eg ic  prod\lcte 
eubjaot t o  embargo. In  t h i s  respect  the United Sta tes  v i l l  
probnbly not ava i l  themelves M l y  o f  t he  possibilities which 
auch a l is t  gives t o  t h e i r  allies. 

(a) n e  n a t w e  of trade w i t h  the  s a t e l l i t e q  

19. The E R E W H  REPRESIWEA!PIVE declares tha t  dur ing recent 
Jltmrs 8 n t e l l i t e  countries have been i n  a posi t ion t o  oMer raw 
R r ~ d u a t ~  and primary materials of a kiral t o  i n t e re s t  the West; 
but these oountrlea wiah t o  diverelfy thair trade and alao t o  
Sell i n  tu rn  r n d a c t u w d  and semi-finlahed g o d s .  Western 
C O U X i t r i a s  are ill prepared for t h i a  new development; quotas 
astabl ished a t  present by both partiesl for  manufactured goods have 
yet  t o  be Ail17 u t i l i s e d .  

20. The BE;;GIJiN REFRESElWlLWlE s t a t e s  the t  the e a t e l l i t e ~  
encounter no d i f f i c u l t y  on Benelux markets i n  t h e i r  sales of 
Oertain Pen mlsterlals, but  t ha t  this  is not the aane for marru- 
iaotured and sonaumer goods; i n  v i e r  of conpetition by Western 
firma already establ ished i n  the  market, s a t e l l i t e  countries hnve 
trouble finding buyers, wing t o  the often infer ior  quali ty of 
t h e i r  goods, their l ~ c k  of erypcsrience inpaoking,  i n  publ ic i ty  
und i n  other oapects of rnrketing, These oomtr ies  therefore 
attempt t o  break Into the  market by re(lucing prices. I n  onder 
t o  epare theXr national producere *om definite harm, Benelur 10 
compelled t o  enforce a system of quotas for  rn ex?enaive rtulge 
of mmufoctured goo& of  mate l l i t e  countries origin. Q~nert i l ly  
speaking, the USSR Is i n  n be t t e r  posi t ion than t'1e3e countries 
as it is able t o  sell nore ran matmiuls than they are. 

21. The REPRESENTXl'IVE!5 & the  VNI'ILED STXTS 8nd the  
U?fI'iTD KINGDOM stress that one of the diffYcdl:it3 i n  trade with 
Corzmunist c o u n t ~ i e s  ar ises  fron t h e i r  i n ~ b i l i t y  t ,  .malyee t h e i r  
coste of  production and deternine correct ly tho rf -1: ?.due af 
those manufacture& goode tha t  they wish t o  sell. 



(b) Trbf eb!litu ct n i - ~ k e t s  in Cogmunist noilntrisa 

22. T f ~ c  UXTm KXGDOM Rw-LPRESEIW&!pXVE declare8 t h a t  the 
mnrkcte i n  E~stern collntrles f o r  i q p - t e d  soods a re  not n o m l l y  
subbject t o  g?ea?ir i r i t ~ b l l l t g  than those i n  the  f r ee  world; 
he  reccgnlses, h3wwcn, t h 3 t  they a re  not open tq m y  ~ i g n i f i c t - n t  
qumt i t ic .3  of 2c;ruwncP 6ooC8, Import6 of such goods by Bestern 
countriee are inudecliaote t o  exhaust quotas tha t  they have already 
nccuptoc¶, slficc they l i m i t  t h e  Value o r  t h e i ~  purchases t o  t h ~ t  
of' s m h  product;j a3 they a m  themselves able t o  sell  on Western 
norkete. 

23. The LihTITED STATE3 REFRE3WmIVB conaidera t h a t  i n  the 
long run Eastern narketa are ullreliable. Comnunist countries, 
i n  fwt,  only wlnk t o  obtain *am ffee world markets thoee c t ip i td  
g o o b  which t3ey a re  tempornrily tshort of and remain wedded t o  a 
polioy o f  self-ouffic ie~acy. 

2L. The TUSICISH RZT?gSWtSMO a lso  conaidem tha t  
Cor~r inAst  mrbef s ere unstrpblu, eiwe Eao tern countri-38' trade 
with t:-e free Wid i s  baeical ly  not motivated by the needs of 
the  w r h e t ,  b ~ t  so l e ly  by pro&otion requlzvments. 

25. The REZIDIAU -93IV& agree8 t ha t  Eastern cmntriee 
hw:e a l m p  accorded gq-iority to c ~ p i t s l  goads over cersumar 
goods, ba t  ccnrridsm their i r k e t  60 be stable. 

26. The PR:FiNCX REP~ESEFRSATXVIL declares thnt the f ac t  that  
the  Fantern c onntrlce do not w i a h  t o  import consumer goo& which 
are not c5oenti.d t o  t h e i r  p a p l a t i o n s  doe8 not detract  from 
tkir s t a b i l i t y  a8 export mnrketa. Possibllg, however, ne a 
result of the world c d e r e x m o  on trade they may increase the i r  
pumhneee o f  t ropical  produce from deveioping countrics. 

27. The 1ThtY.N REPRESa7UTIVE believes tha t  Eaetern 
rrolmtriaa in i t ia l ly  eezabliah their m a r t  quotas on cowumcr 
goo& on m overs3.1 baeie. They tha pant t h e i r  varioua 
crvppliers apeci i ic  quotas ln the cnuree of negotiatlo-w on 
comercia1 agrsements, the sum of a e e e  quotcs generally 
exceeding thet W 4 1 a Z  overal l  guota. Pinglly,  they choose t o  
buy In one c o m t m  rathr than in another an the bas i s  of e i thor  
go1iti;dl o r  economic considerations. Thls explaim w h y  the 
euloe by ~ o s t  oolhtrice ~f the free wwqd often f a l l  shor t  at 
established quotas. The &&re fast that exports t o  Eastern 
countries comist; mainly of .a lfal go* does not p r e ~ e ~ l t  th?e  
musket from .being stahle. . &i-h acidly shows t h n t  tho 
e . . or t  n f  ca;lltal ~ o & s  lea- t o  nea e q o r t s  (spare par ts ,  
r~~Xaccroents  of wis?xht?~~, etc.) , and Eaetern countries hnve 
tecowa aware that foreign trade 1s more tllen a mere passing 
neee~sity arising e r c o p t l e  circumstanoee. 



c;l 28. The I T L  ..- REfRESENTllPIVe s ta tes  that  Eastern countries 
eClkeeg their  trade wi th  tlm Weatern world at  8 level  that  does not 
3 ~ 1 8 ~  above 25 t o  35% of the i r  t o t a l  tradc. This ceiling appeara 
& t o  ham beer- detcrrninod by po:ltical, psychological a?d ccmomic 

aoau3ibaratiorn. Long-term agreement s between Eastern countrsiea 5.1. a t  onauriwg the 8 t sbUi ty  of t h e i r  trading relattona withm 
th9 framework of CObBCON* there i e  a eyfitem of preferencea 

UbaCneen C o m i ~ t  countrbe; i n  part icular these countries 
Wbenefit from advantageous terms of tradc, &om credits  on 
c;lfavour~ble canditlons and have the certeinty that their euppliee 
z o f  raw materiele w i l l  be maintained. The s a t e l l i t e  countries 
WWO, therefore, oncowaged t o  renain rithfn the fiamework o r  their  
Wp.*escnt trading pattern; should Weatern o m t r i e s  wle3 to expand 
3dhe i r  trade with the sa t e l l i t e s ,  they rill have t o  consider mail 
Emearnurea ae would be competitive, ? or de.hu"e, , with thie  ~ y a t e c ~  of preferences, t h s t  eiwQ app err f o commercial 
~ t r a t ? s a c t i o m  between E a a t e ~ n  cauntrlee. 
z 
5: ( 4 Z l h e q ~ j s t d o n o L m  
WI 29. The BEILfIAN REPRESENl'KCTVE s ta tes  that  the use of the 
2 r o r d  "ducglng" lo  not Arlly appropriate when reforning to  Soviet 
Ubloo mmf+atlture& goode. Indeed, owing to  diffezences in the 
Weconomio aybtem cost elements entering into these products d i f fer  
fi ooasldepably beheen Conmavliat and West- uountrles. The control 
'of suah costs, t..mgh possible i n  the West agpean, not to  be 
aisatible i n  tho ease of produota i n  c o d s t  oarntries. I n  
@addition, some of these products nay be sald cbays r  abroad owing 
$ to  the i r  inferiol* quality. U n d e r  these oonditions, the 
0 t radi t ional  anti-iplmping methods (anti-Quping dut lea, m i n i m u n  
c;lpricea, etc.) prove insiroctive. The only way t o  guard w a i m t  
U a  disruption of the national market is the introt2uction of quota5 
3(guant i ta t ive restrict ions).  
n 
U 30. The I T W  REPRESENTATrVg states that he has not cone 
uaoroea obvioll~ caaea or rBmping by Eastern c-trie~.  These 
~ a o u n t r i e e  pay considerable at tention t o  t h i s  matter and thzir  
eCl~oreign trade mlnistrles intervene t o  check the prices of their  3 Lpr&ucte i n  order t o  ensure their  earning a maxinun of foreign 
,exokange -om their  a a o 8  t o  the West. Howwer, there exists an 

fi"indiractl' fvrn of dunping, aa a Fesult of home exporters who, 
Wnaving been compelled t o  reoeivo producta fiom Communist counaiea 
G i n  order t o  fhrthexr cer tain transactions with them, hasten ln tar  
%to  r i d  themselves of these a t  give-away prices. -- 
2 31. The FRENCH -VE states that dumping by the 
dE&ubt 18 no t  frequent, as Comunlet countries know t h a t  i n  order 

defend thomselvee, Western oountriee can, a t  any t ine,  curtai l  
a tha i r  purchaoes. Some rare  c-es of &wiping have been observed n 



cn 8 d e 3  of rcw ~ ~ + , e ? f r i l B ;  these ooncerned trnnsnctione of 
l oca l  ard t3yl~rary chsract3r, sonetimee f o r  p w e l y  p n l l t ~  c& 
y ~ ~ o t r o a .  i\u i u r  c::raLix?le af the high e l a e t l c l t y  of Commwllst 
pr ices ,  he rnentlnm bulqlr ian  tobacco, the  ee l l ing  pr ice  o l  which 
was lovvi-red prq?ort ionally following the raising of i w o r t  dut ies  
cn tabn2co ky the XX. 

32. Tho UKLTXD XIHODQY REPRlBEIWATIVE considere t h a t  i n a m  
eo rceerde rew mteri?ala, Eeatern countries have gemrdl iy  
e : c q t s E .  t o  niljw3+, t h c l r  pricee whenever these have had u t ~ c ~ i r a b l o  
rep&rcuscione i n  the \*lest. The &.axping prcblem should not, 
howerver, be unilfrttstimted. This ie evident principal ly i n  the 
f i e l d  of mamfactured prwhmts for  which It may prove d i f f i c d t  
when price8 are eepecial ly lor t o  reac t  with e-lcient speed. 

( 6 )  & @ . ? l ~ ~ v c n a r ~ b l e  rmermsnions on free world 
g ~ r ~ r d s -  of_eotab*?ichinq c l ~ s c r  
cccnoxso-y a lonu e ween  &stern nrd -Ute - - s~;lf -_--_ +Tc Y 

37. Tke T'RKfCH PE3ECWi'krnNE enpha5e3e that hie cmnt ry  
j~ Q u ~ a u i j l l y  Clusirous that the po68lble expansion of trttde w i t h  
tha n a t e ~ i t e s  snculd not occur at the e*pame of oomercial  

' r r l n t i c n o  a!.th awntriecr of the free world and, i n  ar t icular ,  with 
thcact ownt r lea  of L!- llif.inee Wxich ara l e a a 4 e v e  I' q e d .  

m. The GRKRIf RlWBSIWmfVE atat- that h i s  country's 
poeit*,on on the pies t ion  of developing Eset-Weet trade Is similar 
t o  that of -kff~,  

35. The FW3TII REFT3ESFSSTATIVE asye t h a t  it is rather 
d l M i c u l t  on t h e  whole t o  hnow t h e  Soviet react ion in face of  a 
ramt'usal of Western ccuntriqs t o  sell ae r t a in  products. C o d a t  
w g o t l ~ t m  i n  the  a m s e  of official diecueelone do not fail t o  
e t reae  "&e?x r13h t o  acquire ~ r o d u e t e  whose ee le  i a  prohibited; 
but they soon r o a l b s e ,  haawrer, t l?~ rigid it^ of t:.e Western 
poa l t j  on and do xmt ob&watel;p maiatain their at t i tude,  h o t h 3 r  
problem, however, haa aonoarntd French expartere who ssll manu- 
raoturcd g o d s  unde~  WrScan llcenue or oonlprising parts of 
b e r i c a n  orQ3.n. T:xy  a l w q e  fear sailing each p r o b c t e  t o  
In f r i rye  k a e r i c m  wgulat lona an the sale of ce r t a in  typse of 
equLplpment t o  the Sovlute. 

36. Xhe a\lTn STl.TES RlEREj~ATnTS gointe out t h a t  PY.~-:'J~ 
exporters are pble t o  obtain preciga information on ~ u r r t ; n t  
lr~lerican regulatione by gyttlng thenselves i n  touch w i t h  
conmircial attach& a t  the United Statea Enbassy i n  Par is-  

., 
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b2.  Thc WTED KIWDOM REPRESENl'f3IVE emph~siese the Pect 
t k t  C ~ r n r i o t  c s a n t ~ i s s  ore hos t i le  t o  tha t  forn o f  d i s c r i n b ~ t i o n  
which r s ~ u l t e  f o r  *-en P r o m  the reciprocal lovering of t a r i f f a  
betweon F~TIL caun:ries anil request the nppllcation of the nont- 
favoured nation clause. EFl'A cauntrlee have therefore come up 
egojr- . t  t h s  e m +  d W t c u l t f e s  sa the EEC in  their  commercldl 
ncgotl3tiars with the Enst.  The UnitedKiqdonRqresentative 
does not fee l ,  howmrer, tha t  the E X  and EETA t a r i f f  eysteae, 
who~e preferential  character c s n b e  expected t o  become more 
pronounced, +ill I n  7rnatice have any marked &recta on the 
d c v s l ~ ~ m m t  of t rade .Y i t h  the Eaat.  

43, The m H  REPRESmATIVB considers tha t  it is still 
premtilre t o  atteropt t o  forecast the  comequencee f o r  comerc id  
rulationa w i t h  the satellites of the inplementation of tha t  
clauce L~I t-he Ro5e T r e t t y  aocordlng t o  which i n  1970 the hXC 
Conmieslcn w o u l d  negotiate i n  the naPs of the s i x  neaber countries, 
The RELD'IA4 b%R'::SK.TL.TI-VE add6 that Benelux has P certnin 
experiunce i n  sum mlltters. Though the Benelux stetutee me 
not rt:coLprlsed by ths  UaSR, t h e  s s t e l l i t e e  have nccupted th i s  
xalit; .  cu-d nrc  x i E i q  t o  negotiate Wsemcnte with Benelu*, 
I t  id p,.obhbia &at fhe s a t e l l i t e s  and men the USSR w i l l  
recoglime tile ac.mtpliehed i a o t  of the Comon Market and i n  
o m f ~ r n i t y  with their coooercid b t e r e e t s  w i l l  agree t o  
n e ~ o t i a t e  with the Conmioeion. 

4.4. The PREN@H PaIIE3ENPATIVE etatea t h a t  i n  hie opinion 
some diecr i 3 i~? t i r j n  might be eetsbllahcd in comercia1 relatione 
with C ~ X I Q I U J ~ ~ ~  countriee; t h i s  w o u l d  primarily take the f o m  of 
nt3nlnlstratlve neaauree temllng t o  favour one Conmunlet country 
roL!er thm cnot)ler. TO imRglne, horwer, thnt discrimination 
night openly be implenented In the actunl texts of oommerci~l 
agraemente w a d  be unreallatic.  Diacrinlmtion eesentially 
deperd.8 on suitable po l i t i ca l  and economic circumtanceet it is 
therefore the reeponsibility of each negotintor t o  judge t o  w h n t  
'exter;t he oan resor t  t o  thia. 

4 5  The ITALIAN REPRESENPkTIVE wondere whether it is t n i l y  
poseible in practice t o  dWeren t i a t e  between various Comnunist 
countriee. He doubta whether a positive resul t  would be 
achieved if the p o l i t i s a l  objeetlve waa too obvious; such would 
be the Case if discrinination w e r e  t o  miee  from aurrent 
renulatione, I n  addi t ion.  discridru\tian of t h i s  charncter 
wohd involve R dnnqwoi p ~ ~ & l ~ g  repriaale f rom the Cornmist 
countries. As r e x n r b  L?iscrtminatlon i n  some hidden f o r n ,  t h i s  
would be of li ttle-effect, as Italian busineeenen me  fiee t o  
choose thets t rn33ng partners. On the rhale, a lengthenFng of  
oredite in favour of  one eate l ld te  country i e  hardly poseible 
yithcut l a y i n g  omerlf  open t o  requeete f h m  n l l  other Conmuniet 
countrlea fa r  eqwJ tycntment. However, a certain lnti tude 
doe8 ex i s t  f o r  action i n  thia fleld, f o r  i n a t m e  by f o o l l i t n t i q  
ad!ninistrative formalitlea, the cMditions upon which the c r e J l t  
i n  g~antod,  the insurnnag pwmiun, etc. However, even tllle 
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ponsibility is very limited, ap gone-t& authorltiea are 
con?tontly under Etroni: pressure i r c r m  exporters, whr, pzaefer all 
f orelgn countrlas w i t h  nhoc tlmy dcal t o  be subject t o  the sane 
rules. A n  area where a eortain &wee of diacrininatlon w d d  
not give rise t o  dWficultlea la  In the choice of i ndus t r i d  
grojocte fo r  ea t e l l i t e  oauntrlee t ha t  lend themselves t o  t ho  
granting of Weatorn support. Such action by Western count r l e~  
might have the advantage of forolng the USSR t o  lncreaoe her rran 
t immcial contribution t o  the development of the s a t e l l i t e  
fmonomiee. NornaZly the Weet should not grant it t o  COMECON 
projaottr aimed a t  increesqng the coheeion of the Soviet bloc, but 
it i s  d i f f i au l t  t o  generaltee i n  W e  matter, every case having 
t o  bo exminod with care. 

l+6. The DANISH REPRESENTKCIVE recall8 that  agreement ham 
been reached i n  the Comnittee of Po l i t i ca l  :hinerc on cer tain 
gemrel principles of d i e c r i m ~ t i o n  in policy towards the 
s a t e l l i t e e  (C-Y(62)143); these prinuiples contlnue t o  appear 
set lef  aetory t o  the D d a h  Authorities. 

47. The BEIIIIAN FEPitESEIYTATIVE stresses the f a c t  that  since 
1958 Benelux hae t reated a l l  e a t e l l i t e  countries equally. I n  
the evibnt interest  of both Belgium andl Benelux, it is d i f f i cu l t  
not t o  apply quota reetrict ione t o  certain inports fron all 
Communist countries. The position of Befielux Is dlflereot a8 
between the  USSR Mb t h e  satellites. It has reached comnercial 
agreement9 with the b a t e n i t e s  and not with the USSR, who has 
put obetaolee in the ray of the conclusion o f  such agreemnte 
by m h i n g  t o  recogniae the Benelux metoms ' union. Different 
agr?cemsnts of vazylmg eignificanoe, however, may be made, 
dopending on the oountriee involved; yet one nee& to  guard 
aeainet being duped, since the aountrJr whioh benerite from nore 
favourable oonditiana m i g h t  be used by other Conmmrnist countries 
t o  hrrther the  ale of the i r  am prohcte. I t  Is both poseible 
and preforable t o  grant advantages outside the actual agreement8 
In order t o  create an atmosphere of  goodwill. J'. policy of 
dlaarimination may involve, f o r  thdse countries which practiae it, 
aaonomle sacr if ices  which should be taken into account when, fo r  
po l i t i aa l  reaeans, discriminatory trading practices might cone 
t o  be fwmulate. 

48. The UNITHI KINGDOM declares t h a t  hie  
oountry encourage8 trade with the oa te l l i tee  d, therefore, 
favour8 the i r  economic independence. But, as is well-2ri.xn, 
it remaim attached t o  e policy of nm-diecriminatlon between 
the USSR and the sa te l l i t ee ,  ae alao between the various 
batellitc,e themselvea. A t  the gavemat  level,  the policy of 
di6crimination cannot be effective without being open; howaver, 
the fac t  that  the USSR would have lmOa1edge of  th is  could not 
f a i l  t o  poee complex ppoblema and might provoke reactions such a8 
would jeopardiee the ultimate a i m .  A t  the administrative level ,  
a cer tain l i n i t ed  degree of discrimination would be conceivable 
~ i t h a u t  it being matle public. S k e  1939 the Board of Trade 



t o  ccnL,rol i n p ~ t s  by means of qunntitati-re 
c::$ta.- a i p r q ~ r i a t e  t o  them. Hwaever, owing 
t ~ t e  r;lwe c m t r o l  axercised by Parliament cud 
t'lc m.rgm f o r  maoeuvre is, i n  fac t ,  very 
pwpose of ottemptlng dieerimlnation however 

49. The tIrcX'TE;D $l'i'c~"P:S REPRES~f.TIVE declares tha t  hi8 
omntry  alreaCy practiaee a policy or  diecrimination in  favour 
of P o l c ~ d ,  f'o? wcn it hna men eotabliehed an a i d  progrurn*. 
No d i f f i c i l t i e a  wlth tht UESR have arieen ne a result of  tb-ia, 
The United State8 is a t  present attempting t o  favour eocunc;roidl 
r e l a t i n -  w i t h  Boumar.ia. The USSR w i l l  probably not comider i t  
opportune t o  roiae objecttor* in thie respcct. The L'nlted s t s t c s  
Authoritic;e c s i ~ ~ d ~ r  It both mrnal and possible t o  p rac t i se  a 
p ~ l i ~ y  cf Ciacr.'.~loa:ion between t h s  va r ima  Cornmist count,-lea, 
e s p e c i d l y  as the  h t  ter, owing t o  their a tn t e  monopoly in 
iacelgn tmrle, &re aiwaye Bble t o  dir 'ferentiate between various 
Weetcrn o olurt.PIea. 

3 .  Ths T.X:CiS:I ~ - % ~ ~ f . ! l ' I V E  uderli-=a t!!.t i t  18 within 
the csll;r..ctt-r ~f C o i r d a t  ccnrrt~ieu '  foreign trade to p r n c t i ~ o  
d h c r  L x u i ~ t i o n  bemeen countries with whom this trade takes plnco, 
ae a result of whlrh, shculd the m e  w o r l d  t r e a t  C o d a t  
countries on the  sane ioot ing in  their trading re laf  i c r s  RS they 
t r o ~ t  t h e i r  o t h m  partncre, refz-aining from aag form of die- 
cr%ninclt l3~ tcwa,-&a them, they rill of necessity f ind the-~lvee 
iu a goe i t ion  a' in fe r io r i ty .  

51. The FR=h'CII R C P ? ~ ~ f 3 I V E  conaidera that under present 
comlittone prevtiil- i n  the Commwniet bloc and lr. v i m  of the 
~ o Z i t ! c d  nituntion in Eastern Europe, it is t l i f f icult .  t o  go 
vffry IPS d o n g  the read t o  diecrimination. The position woulcl 
be difI ' i~~ult  should ors or e w e r a l  anong the  a a t e l l i t o  oountrics 
come t o  free i t~slf  from E u s i a n  p o l i t i c n l  tlami-e. 
Aspiration6 t o  economic Wqe-adenne by some of these eountriee 
are but  t i a i d  mvea t o  wkkh no very great importance should be 
ottachcd. I n  a7y senera1 conlkntation, R o d a  and Poland, 
who r6rnill.n Communist cauntrlee, will align tA%maelves with the 
Soviet Union. iie e t r e s m s  the point  of v i m  t h a t  he has 
already expressed: soae d i f f e ren t i a t ion  by adniniatrat ive meona 
is poroible but should t h i s  beoome fla-t, t h e  country 
praat iuing it wcrild ba d e r  s trong pressure f'ron other Colllrrlnlst 
countries t o  grant the stme l\lvsntagee t o  them. 

52. The FRENCH REPR!!SI3F?l'fXIVE adds t ha t  it is diff1c.d-t 
t o  know t o  w h i t  extent the  t rade  with one or other nmong t h o  
.CteI.litc?s might I ndlmcctly b9 of advantage to  the USSR.. I n  ;.l>Y 
cRse, exports t o  the ba:ellltee of industrid complexes t o  bb 
b u i l t  and equipped on t h e  m o t  crm~mt be  transferred t o  the US: 11. 



53. The ITLLIf8 REPAESEl?PI2PIVE aomidere tha t  any expanston 
of the practice or excharging informtion on t r sde  w i t h  the Enet 
wo~ild be very useful. Tts existence of certain bodies (Berne 
Union, the Comnon Market) already allm Weetern countries t o  
c s r y  aut such exchargee of' i&orllmtion. The main obstacle t o  
the i r  f7wther extension is t o  be round i n  the legit innte wish of 
buaineelsmen i n  Weatern countries t o  have the confidentid nature 
of canmerraial traneactiom respected. 

54. The UArPTED K I N O O M  -1,TIVE etatee that Communist 
C 0 ~ n t ~ i e 8  cb not only play Western countries one against the other, 
but allso exportere *om the eeme country. He does not f ee l  thnt 
t h i s  i r s  a s i gn i f i cmt  difYicultr f o r  trade with the s a t e l l i t e  
aou1tr:ea: the l a t t e r  are merely taking advantage of competition 
between v a ~ i o u e  exparterrs aoncernefl with finding outlets.  Indeed, 
Br l t ieh  exporters prefer t o  run the r i sk  of euch competition 
rather than attempt t o  seek a remedy by reaortjng t o  further 
t IXChanSe8 a t  information which, i n  order t o  be effective, would 
lead them t o  reveal the  confidential ~ s p e c t s  of their  comerc id  
negotiatlone. 

55. The !?iIEkXii BEPRESENPKFSVB notee tha t  Mornet ion  on 
f ~ a a s  with the Ontollites is regularly made public i n  the 
JW2f;"rL OFF'ICIKL, decluratione t o  the presa nnd Chamber of  Conri~wce 
bul le t ins  as also on the i n i t i a t i ve  of oommercial nttachbe from 
the verioue intereatad countries. Ha Qee not feel  t h n t  etnte 
orgarrizationa respomible f o r  foreign trade i n  Eastern countriee 
play ofP Vfe8te~a exportere one aga-t another t o  any signlficont 
extent; among the l a t t e r ,  conditions of n o m l  competition exist  
o r  whim Communist oountrlea take advantage. 

Ion of aoz~-te;?m cantrecto wi th  indwtriez 
e a m t r i e s  for emorts t o  tht: Wesi 

56. The 1TILII.N REPRESENTIXIVE underlime thnt,  were 
s a t e l l i t e  countries ~ b l a  t a  count on aseured long-tom exports, 
trade with t h m  wculd be faci l i ta ted.  However, the fact remains 
tha t  Western importers do not l i k e  t o  conmit themeeives on a low- 
term baais, but wish t o  avai l  t henselves of 611 posaibll i t les open 
t o  them on the w ~ r l d  ~ k e t .  ~ r ~ y  comitwents t o  purchase certnin 
raw meterlala or  agricultural  products can bo Uridmtnken for 
re la t ively long-tern periods. 

57. The UNITED KINGDOM RKPRESF,I?.~':~IVE s ta tes  that  he entirely 
aharea the  I t a l i an  Represcntative'e point o f  view. 



53. Tho UYXTiZD S T i 2 B  FLEFRESE?WlZIVE declnree t h B t  hie 
oow~t.*y l l a ~  s o y l i t  t o  t s t ab l i ah  apecia1 relatims n l t h  sore 
Colrmuniut countries on all o c c a s i o ~  where economio Md poll ti ad^ 
c l r ~ ~ m a t . m u e 8  were I ~ v m r a b l e .  :a a moult of t h i s ,  the 
United S ta tes  baa devsloped economic r e l a t i o m  with Yugoslavia, 
fa1l:ng which thfa c o u l t r r  slight nar have been W l y  reintegrated 
in to  the S w i a t  bloc, h.lu grented a i d  t o  Poltuul and p l m  t o  
rcach an egrement. very aoon w i t h  Roumanla. E ~ p e r i f 3 ~ e  shows 
tht eyeclnl eoomnic l i nks  con useful ly be created with oer ta in  
ComrrnL.tlst C O U n t F t ~ i 3 .  

59. The C R 3 X  RZnEXEm"RXIVE remarks t ha t  Western trade 
with Yugoelevift has been favoured by the  latter's connection with 
OEGD . 

0 .  Yh3 ITALIl2i RKPWSSITlrTIVE reoalla t h a t  h i s  country 
hew beat tLLa Lo Lw~clup tcorinici rclatiorsi ri*& Yugcelnvia es a 
Fb8lI.lt or h n v l ~ ~ g  a oomon bwclrde~ wlth her. He etreases,  however, 
t ha t  tho tlghte?in& of comrmroial l i nks  followed and did not 
praacdv ttLe b r a ~ l l n &  ofr of Yugoslav relationm with the  Soviet 
Union. The dwclqpmnt o f  o o n n e c t i o ~  between Ywos?nv a to t e  
ffntctrprieera end private Italian f lma hae hRd fnvcurflble con- 
si?qlmn~-as by a f lwd ing  Yugcuslav leaders a better underattmLlng 
o f  cm-tain e c e n x i c  problem and an opportunity t o  become more 
feimlUor w i t h  fie8 wcrld practices.  Theae c o n n e c t i o ~  have 
enamwgod some evulutlon in the economlc and aocial deve1opmor.t 
or Yugoslavia and, in pmt icu le r ,  the dacentralieutlon of' the 
eerrncmic nysten which afrorda greater autonomy t o  buainosa 
am%f.~~rlses. The ~ a s l a v  e x p r i e m e  may be conaiclexwd a au?cesa 
t o  rrt~iah n\ee world aountriarr and, in par t iau la r ,  I tn ly  hnve 
contributed by accmt ing  c e r t a i n  oonm~rcial or  firranciril aacrificee. 
A pcrlioy of aloeer  Heatern llnka with other Eastern countries 
w o d d  ccrtninly a s o  require such cracrificea. 

61. The fiaElCH R~ES3Mi'f3IVE dram at'ient i;m t o  the  f ac t  
that h lo tor ica l  and sentimental l i nks  tha t  night ex is t  botrreen 
rr Weste~n ccuntry and the  satallites are not su t r i c i en t  t o  ersizc 
o r  cl~valop los t lng  econcnlo contlectione. The Impression he Lus 
galnud frtm manerwim uistiorrs i n  ~ t s l l i t o  countries is thnt 
yout l~  In tlaeee ouuitr iee is ind i t t e r en t  t o  p o l i t i c a l  queatiocl, 
but is preoccupied with t he  r a i s i n g  of the standard of l i v l c : :  
i n  order t o  dPm tho Rate l l i tea  out of the  Soviet orbi t ,  mntea.tdl 
mCEd36 should be w C c  avoilcible, adoqu te  t o  denonstrate witl-.d, t 
doubt the advantiqpe of closer re la t ions  with the West. P=t 1 - 9  

has Bought i n  her M ~ t i o l l 8  w i t h  .'Jbania t o  attempt t o  carry 
out an e x p e r t ~ e n t  c @  t h e  Yugoorav m e ;  however, owing t o  r h o  
,;lbanltinin'e ir~graified. rliatruat, p o l i t i c a l  results 80  far havs 1 ..en 
d a o o t  nnn-existent. In p=ticul&r, the  Rnnco-.Jbdan corn ~ r ~ i r l  
agraunt?r:t i a  on ly  v w y  modest i n  sacrpe. 



62. The FRENCH REPRESWP;XXVE declmas tht  satellite 
aountries prefer  f lnancfdl  credrlts t o  cuppliera' credits .  
Blnnnelal credi t8  t2e not  cretli ta grantee by the  s t a t e  b u t  credita  
grnrrted by one bank t o  anothar, a t  corsaarcial ra te5  f i x c d  by the 
Geullts themclvcts. Such cred i t s  fulfil a prac t ica l  purposo by 
providing greater  f'rcredom of mano*nnrre t o  the buyer i n  h je  
ncg3tintiontr with prospective suppliers. Were credito o f  nore 
t h m  f i v s  yums t o  be granted t o  Satellite countries, a cevtaln 
growth i n  exgorta t o  these ~ a u n t r i e a  might reau l t ;  but thoro is 
no renaon t o  believe that thl* growth would be e i the r  s u b s t a n t i d  
or  Insting. 

63. Tho ~ N C H  ~~pREsmt .T fvE  ntatea that the Prench 
Uovernmont doae not @-ant loans t o  Communist countries d does 
not authorlee the p a m u t e e i n g  o f  flnanoial credi ts .  There 
ramins ,  therefore, only t h e  natte? of suppliers '  c red i t s  which 
are by nature dif'ficuZt t o  obtain. It m i g h t  be apprcpriate t o  
set& w t t y a  t o  simplify tye procedure followed in granting such 
arudits.  

64. The UNITED KLNCWY BEPlSSEtFPi3PIVE m t o a  that tho nojor 

E art of BPltIsh trade with the  &8tellites, taking account of the 
in4 of goods involved, doen not require  long-term cred i t s  cr 

ored i t s  granted wder agecinl aonditiom. The inadequacy of 
c r ed i t  doe@ not cons t i tu te  In h i s  apinion a eeriaus obstacle to  
the expansion o i  East-West trade. 

65. The ITNJJJl REPIZESENTflCMVB s t a t e s  t h a t  a l l  Communfat 
oountriea t r y  t o  obtain credits, on the best possible terns, and 
are williw t o  buy more when long-tcm c r e d t e  are ovoiLahle t o  
them. H e  beliuvea t ha t  a mare liberal credi t  policy would 
snaowwe tradu; a dia t inot ion aould perhaps ba eetabliehctd 
between tha USSR and the iatel l i tea by oonsidering the l a t t e r  as 
Qavelop- countrien whose neede for long-term cred i t s  i n  
a o r w o t i o n  with c e r t a i n  teohaiaal projectrr are greater  than those 
of the  U r n .  

66. The FR!QCH REPRESWlYSIVK observes tha t  it is dimcult 
t o  show a p r l f e ~ e m e  in  grantSng ore(lita t o  some Coomunkit 
aou:ilriee ra ther  than athere and t h a t  conpetition between Weeturn 
Qountries far tho granting of credits t o  these countries would be 
damnging t o  Western intareeta.  

67. The PCRTtKlUE32 REPRESENP.flIVE r e w h  tha t  the exteneion 
of Weatem c r e a t e  t o  the  eate l l i tem ehould not be allowed t o  
becorn s o  liberal that it would mount to  eaonamic aid. 



6 8 .  The Cf.Ni-DlMf R%WBX!WA!rIVIZ deulares that, as he 
understrJ.m?8 it, the gewral v i m  of the experts is that nnilti- 
1 n : ~ r ~ l ~ a ~ i o n  o f  Cwt-Wcs? tm&e i e  a deelmble o%jectire, but 
thnt mmy pyr~ctlcsl o b a t ~ e l e s  stand i n  the way of n a h i w i ~  i t  
withln the b i la tera l  fraunawoF)ce i n  which this t r a b  is largely 
ooxviuc ted. 

69. The mi? mE3EBPfXM wiehca t o  strane the 
dis t inct ion existing between the  multllnteralisntion o r  payments 
and that of trane. I n  the tinclaoial f i e ld  n r l t i l a t e r d i e a t i o n  
i a  yo3sLlble arlrl should be redlised fairly soon; hmover, as  
regar&:, t lade f c r  tho nomont at laae t  t h l s  seem8 hpoeaible t o  
ncdiiave. The emcr ta  of the U n i t *  N a t l a ~ ,  Ecoaonic Commisuion 
Zor Europe, who receutly clleaueeed t h i s  matter i n  Geneva, cme 
t o  the eame nor-ciualan, given fhe  clAfY6mmmS in structure between 
C o x c u ~ s f  acxmtries a d  those of the free world, a8 alao t o  the  
laok of ow2Yd.xo3  whizh %he fxmcW ahorrod In the i r  commercial 
v e l u t l ~ m  u i U  t\@ Kadt, 

70, The ITlbTdf 1 8  r f l I X I V B  points out t h n t  Eastern 
uour+tnleo h v g  e1a)wed nons tom or inperfect ~ t i l a t a r a l i s a t i o n  
allowing them t o  use r h c m a  oom(~nlent aomrerti\3le c-srenciee 
emmad tlrroryn fnvcurable trade balanoee with certain Weetern 
aountTlen: hmgver, they re r ra ln  from granting the sanm 
a d v a ~ t a ~ e s  to e!-@ l a t t e r  when In turn their trade balance is 
fwrcw~ble .  

71. The UMTKD KIKiDOld -i.TN% etreeeee that the 
mul~lb.t-rffalisaticn of ttrede ahorild go hRnd i n  hand wi th  that of 
pwm%:to. The Uaitod Ki-worn has oause t o  regret the nulti- 
1ntc.rd isat ion o f  pt.iynen*,e from whlch tho USSR hna bencrited o v e ~  
uev.lrrol yonre, sir.ce the l a t t e r  hem fhiled t o  use up a 
aubstrintial pnrt of i t o  trurplua with the United Kingdam t o  buy 
fa tht  country. 

72. The FRPRENL3H ~ ~ ~ i 3 ! I V E  s ta tes  that it i e  praaticnlly 
inpoeeible f o r  Frer~b exporters t o  meet the f i n d  user or g o o h  
eold in rratellite countries; they are oompellcd t o  negotia!.~ 
discuae exclusively with the epecialised organizations raspcnsible 
for foreign t r a h .  

73. The ITi".iAL'J4 RICFZESZKTlXIVE obsemree thnt a certain cL1ft 
in the ntt i tude of' Ensterm countries is tendtng t o  becone 
apparent, ae they era ~ w m e  o r  the low level of effioiency ehwn 
by the i r  ayeten of pwohceing, They night therefore i n  fitw-' 
fnvour certain d l rec t  contact3 b2tween expo~ te r s  d the finr.2 
user8 of  the l a t t e r s '  prcducte, 



74. The BELGIlSJ R-aflliTIVE, while adnitting that  
aontaots between Westsrn exparters ond the final users i n  
Communist countries ~ c c  Ra a rule hard t o  eetablish, s ta tes  that  
contooto between tcchnicianrr have alreaw been nnde anti are 
l l k a l y  t o  develop rurthcr. 

75. The ITALIAN RL7RESENTirTIVE is of the opinion that the 
ex@eneion of eewicee provided by eomeroial attaches in 
s a t e l l i t e  oountrles, the multiplication of exohanges of trade 
misaione with these countries a& a greater participation i n  
trade fn i ra  are the measwee l ike ly  t o  fave;rur the developoont 
of aommeroial relatione; however, spectucular results  ehould 
not be expoated from ~ u o h  measures. me exchRnge of economic 
niselom contimes t o  be the most efficient  method of tightening 
commeraial links; Weetern countries o m  favour the exchange of 
c u ~ h  n i e ~ i o n a  w i t h  certain s a t e l l i t e s  rather than wlth othcrs and 
yet not lay  themselves open t o  the reproaoh of practising 
d is  orimimtion. 

76, The UNITED SZ'I.!FES EPREZXPtZIVE felt that  a l l  the 
mossurea t o  which the Italian Representative had referred were 
both usenil  and important alnoe much action fnci l i tnted the 
eatabllehment or relatione between the varioue intereeted parties. 

77. Pollowing this exchange or vierne, the CH;JRMAN invited 
tho rapreeentntives or member countriea t o  draw up a summary of 
their conohmions on the basie or a &raft  prepared by the 
Eoononics Direetarate. The Group agreed t o  avail i t se l f  of t h i s  
drdt, which they f inally (tt3opteC1 after introduoing a cortnin 
rXD!mr of emementa. This agreed text i e  reproduced ae nn 
introduction t o  the present dwpnrent. 
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