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The Committee of Economic Advisers decided in March 1964(1)
to call a meeting of member countries' officials responsible for
commercial negotiations with the satellites to assist it in carrying
out the Council's instructions in making “"recommendations as to
such economic measures as might be taken by NATO to loosen the ties
between the USSR and the various satellites(2)”.

2. The Group of national officials met on the 25th and
26th May, 1964, They proceeded to an exchange of views and of
information on the main characteristica of NATO countries’' trade
with Comruniat countries, particularly trade with the Soviet
sgtellites, They examined whether in practice it would be possible
to dlacriminate in their trading relations between the USSR and
the satellites as also between the various satellites, 1In general,
the Group considered the difficulties of establishing closer
economic relations between NATO countries and the asatellites, or
a muzher of them, and measures that might be taken to overcome
these,

3. Pollowing their discussion, the Group agreed to the
summary of their findings attached hereto, In additlon, the
International Secretariat has drawn up a more detailed record of
the proceedings which is to be found in the Amnex,

.. The present report is submitted for the consideration of

the Committee of Economic Advisers who may avall themselves of 1t
in drawing up their own reccmmendations to the Council.

(Signed) A. VINCENT

QPAN/NATO,
Paris, XVie,

!I; RS/ T-1/130, ltem 111
?) C=R{63)58, paragraph 50
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SUMMARY OF FINDINGS

The nztloncl ofificiels have summed up their findings as
follows:

(1) Over reczent years, itrade between NATO countries and
the satellites has 1increased, although proportionatcly
not mere than the NATO countries' trade with the world
e8 a whole, While trade with the aatellites is
important for certein branches of industry in several
n2cboer countries, it has remained small, a fact which,
in the opinlon of some delegates, should be made more
widely known to public opinion in Weastern countries,

(a) Imports from the satellites consist largely of
agricultural products and raw materiasls for some
of which the mariket in member countries cannot be
significantly enlarged without huriing domestic
producers cr traditional suppliers from the
free world, including the less-developed NATO
countrizs, Th2 same difficulty also exlsts for
auml-finished or finished products, 1In addition,
ithe poor quality of these products and the lack
ol marketing expertise hamper their sales to the
West unless their prices are arbitrarily fixed far
belcw the normal prices of such prcducta in the
West,

(v) EBxports to the matellites are hampered by lack of
financial means and tend to be linited by the
extent to which the satellltes can increase theip
sales to the West, The satellites are mostly
interested in buylng capital goods, for some of
which they seek to obtain long-term credits, The
priority given to these goods on the satellites'
import lists reflects the importance attached to
industry in the economic plans of these courntries,
As regards consumer goods, the normal aim of the
-satellites is to 1limit their 1mports in relatlion
to the volume of consumer goods which they can
thenselves sell to the West, and for which they are
constantly seeking increased ocutlets,

(¢c) In generel, the Comrunist economic system which is
characterised by rigid planning and the absence of
normal cost and price relationships does not favour

- international trade, in particular trade with
market economy ocountries outside the bloc, The
tulk of thz foreign trade of the satellites ls
conducted with the USSR which is their main
supplier of raw materiasla and some sophlsticated
machinery. A significant shift of their trade
from the USSR to the West seems unlirely in thse
sbaence of a major change in the political
situution,

DECLASSIFIED - PUBLIC DISCLOSURE / DECLASSIFIE - MISE EN LECTURE PUBLIQUE

-3 NATQ CONFIDENTIAL



0 _CONFID Y4
37-D

(11) The national officials have, in particular, examined
whether it would be practicable to irntroduce dis-
crimination between the USSR and the gatzllites, and
between the various patellites themselves., They under-
lired that, from & political point of view, the
advisability of such discrimination was a matter beyond
thelr Terms of Reference, However, most of them,
indicated that, from & practicel point of view, the
nargin for aunﬁ discrimination would be limited as far
a8 open policlies and rules of trade were concerned,
although to some extent more favourable treatment might
be given to certain patelllites when trade agrecm:nts
were negotiated or implemented. The United States
Representative indicated that his country was applying
tailor-made policies in her relations with the Communist
countries and favoured openly those who showed signs of
emancipating themselves from the Sovist bdloc,

(1411) As regards practical recommendations which could be
mede to facilitate the expansion of trade with the
satellites, the followlng main points may be notead:

(a) Some of the national officials thought that a
liveralisation of export credits might favour an
expansion of trade. However, all recognised that
this matter implied policy decisions which werc
beyond their competence, especially insofar as the
lengthening of the duration of credits was caoncerned,
They polinted out that the satellite countries showed
a preference for lines of credit which they could
use with more flexibility than suppliers’' credits,
but that several governments were reluctant to
exvend the practice of offering such lines of credit
to Communiat countries.

(b) Any progress in a multilateralisation of trade and
payments would also be very helpful, However,
with the Comrunist economic eystem involved, a
multilateraliasation of trade ralses secrious
technical difficulties, A8 to 8 multilateralisation
of payments, thie has so far been a one-way process:
the Communist countries have benefited from it in
their relations with the West, but they have not
cccorded reciprocal treatment to the West, It
was noted in this respect that gemuine and reciprocal
mltilateralisation was a good thing in itselfl and
that, to the extent it could be achieved, no
discrimination should be sought between the
catellites on the one hand and the USSR on the
other,
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(a)
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It would e of help, in expanding trade with the
Satellitaes, if direct contacts could be established
between Western firms and the managers of the
mperiting or exporting enterpriscs in the
satellite countries, Although, in many casaos,
etfforis to this end have so far been disappointing,
they should be contimed.

Jny progress possible towards simplifying and
iuwproving the administrative machinery of the West
rould favour trade expansion and might in particular
give significant results with the satellites,
Various p~zcticel steps such as publication of
tracde cpportunities, improvement of commercial
represantation, incressed exchangea of trade
missions and participation in trade fairs could
help in expznding trade with the satellites,

Such proctical measuresa, which do not raise
problama of discrimination, could be applled to a
greater extent with satellite countrics showing
willingness to co-operate,

-5 NATO CONFICEL: (L
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TOLIGTES TONARLS OPES
SAfﬁffTTﬁvﬁbﬁﬁﬁRﬁir-__—_"Jﬁ

(25%h _and 26%h 6L)

Record of proceedings established by the
nterngiioﬁél §f§2§!;'

1, Mr, F.D, Gregh, Deputy Secrctary General - Assistiant
Secretary General for Economics and Pinance, welcomes the
delegates(2) from the nationsl capitals and reminds them that
their meeting was cdecided pursuant to the NATO Council's
lustructionas to the Cormittee of Economic Advisers to make
"rezcmmendations as to such economic measures as might be taken
by NATO to lousan the ties between the USSR and the various
satellites”(3)., The Committee of Economic Adviscrs, in order to
carry out this task, has, in fazt, felt the need to seek guldance
from officials o member countries who have practical experlence
of the various Frcblems raised by Enst-We=zt trade, In order to
facilitate the Growp's work, a 1ist(L) has been established
coenteining a coertein number of points on which they might possibly
wish Lo conmeut,

g. ¥r, Gregh reminds representatives that they will have
to chomne a Chairran to direet their work, This choice may be
made -either from national representatives or from the
International Staff, The latter, in conformity with the
procedure followed at the September 1961 meeting, will draw up
a record of the varioua statements made, which will constitute

- the Groap's report. However, the Group will need to elaborate

diraft conclusions on their deliterations,

3. Following a brief adjournment of the meeting, the
Group shose as Chalrman Mr, A, Vincent, Head of the Economic
Dircetorate in the Division of Economics and Finance of the
Intarnational 3taff.

RINCIPAL CH TERISTI OF =
(a) Prance

4. The FRENCH REPRESENTATIVE declares that his country's
policy on East-Weat trade has changed, but that one fact is

.evident: such trade has not led to the increasc hoped for; it

only accounts for approximately 3,7% of French trade with the
world, French exports to Eastern countries show a double
characteriatic: they are small in relation to total French

TI} %he record of proceedings aims at giving the substance of the
participants' statements, but it is not a verbatim record
and although particirants have had the opportunity to amen?
a draft version, 1t may ndt express all the nuances of t.2ir
deeclarstions. - The national officials have given their views
on the bhasis cf thelr experience in recent years and th=ace
should not be iLaxen as necessarily expressing the official
point of view of their authoritles,
A 115t of participants ie. sttached at Annex 1I,
C-R(€3)58, paragreph 50,
LG/ 227-D, 150{Revized), of 313t March, 13CL.
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exportsa, but are concentrated on specific sectors, cssentially
those of capital equipment; an interruption or dislocation of
euch trade might therefore have repercussions, severe at times,
on certain French industries, Eastern countries tend to seek
the lengthéning of trade sgreements normally concluded for only
cnc ycear., So short a duration gives rise to disadvantuges, both
for France and for the Eastern countries; indeed, the principal
exports to these countries relate to industrial complexes, whose
delivery stretches out over several years, and for which credits
of up to five years are ~ften granted, fhia explains why
protocols for industrizsl “quipment concluded with Poland,
Czechoslovakin, Hungary and Roumania now cover three to five year
periods, However, the procedure of anmmel agreements continues
to be applied to listed articles relating to a large nurber of
products, of which 60 to 65% only lead later to commercial
trensactions,

5. France has no cut and dried financial policy. Jittempts
have been made to move from bilateralism to multilateralism in
trade with Eastern countries; such attempts have met with sone
succass among the satellitea, with the exception of Roumania,

One should, however, recognise that the changeover to convertability
is not especlally attractive for Eastern countries, who, insofar as
is possible, wish to balance their foreign trade, Regarding the
length of credits, the French Government limits their duration to
five yearas in accordance with the Berne asgreements and commitments
entered into within the fromework of the EEC, Only supplierg!

- ¢redits are authorised; these are guaranteed by COFACE, which 1is

enebled to provide cover for up to 90% of their total amount, A
preiference has been shown by Eastern countries for more flexibvle
arrangements in the form of direct bankers' credits; however, such
eredits do not gqualify for guarantees by COFACE, and, falling such
guarantees, financial institutions have refused to grant credit,
The inclination to switch from suppliers' credits to financial
eredits has been discouraged by the French Aathorities, who do not
wiah to increase facilities afforded to Bastern countries.

(v) Ztely

6. The ITALIAN REPRESENTATIVE states that his country's
trade with the East has developed satlsfactorily; in 1963,
imrorts were 50% above those in 1962, and exports increased by
12.7%., The sontcllites provide Italy with raw materials and food-
stufifs, while she sells them mamufactured goods, An imperfect
miltilateral system of trade with the satellites has favoured
such exchanges, whose development is closely watched by the
Italian Government, which wishes to see them expand., In spite
of the importance of commercial transactions with Eastern
sountries, no sestor of the Italian economy 18 particularly
dependent on such trade, However, there are limite to East-West
trade, and commercial relations with the Scoviet bloc will
probably show a tandency to be stabilised at the relatively high
level they have now reached, Indeed, Eastern countries cannot

NATO_CONFIDENTIAL 8-



ASS

CLOSURE / DECL

DECLASSIFIED - PUBLIC DIS

DE:TTIAL

incefinitly incroase their exports of foodstuffs, and owing to
the system of quotis restraining other products likely to be
exported oy them, 1t is progressively more difficult for them to
inerezse their sales to Italy. Italian exports to Eastern
countrics ere esientially of capitel equipment, In order to
further such sa.e3, it is necessary to grant substantial credits,
In their negotiations with Italy, Eastern countries have expressed
the wish to vbtain financial credits prather than suppliers' credits,
a3 woll as the lengthening of such credits, In this connection,
tre Itallen Ropreosentative mentions the difficulties expericncea
ty hls country as a reult of certain competitors having offered
credita of over five years, Regarding the length of suppliers!
credita, Italy's poaition is well<known:; she has kept to her
cormitments, The Itelian Authorities concider thnt whatever
declulona might be adopted in this matter, these should be
unon.mous and applicabdle to all countries, 1f going beyond the
five year limit as regards credits, is solely the result of one
country wiching to oftfer better conditions than those of its
compatiters abread, the Weot cannot hope to gain political advantage
in 1ts rolatiorns with Fastern countries. The positlion would be
Aiff xreat should ¢he VWWeat, aa & whole, sdopt a more flexible
eredit policy which would meet the particular situations that may
exist in each of the Communist countries,

(o) PRenslux

7. The BEIGIAN REPRESENTATIVE, speaking for all three
Benalux ~ccuntvries, points cut that Benelux trade with Eastern
countriecs £cecounta for only 2% of her world trade. In 1959/60,
trede reached a relatively high level; but exports have since
then shown a tendency to stagnate, and even to fall off, and
imports have only risen very moderately. Benelux trade with the
patellite countries tends to balance, The problem of the prop.r
perisd for trade agrcements has alsc had to be faced by Benclux,
Eastern countries are very desirous to reach long-term agreenents
in order to take these into account in the establishment of thelr
five snd seven yemr nlans, Benelux, on the contrary, wishes to
be free io revisc liats of quotas anmially; even with recpect
to the sntellites, with whom three-year agreements have been
condindcd, such anmual revisions have been maintained.  Trade
with Eactern countries now sppears to have reached a maximun
level, There are difficulties for both sides as regards the
nature of commodities to be exchanged, Benelux can only with
dirriculity incresse her purchases of manufactured goods, or even
of certaln raw materials of Eastern origin.

(a) Inited Kinzcon

8. ‘The UNITED KINGDOM REPRESENTATIVE declares that his
country's trade with Eaatern countries has grown substantially;
it has increased ty €0 sinece 1959, but so far only account3s fr“
about 3% of the Uaitcd Kingdom's foreign trade, Soviet exporis
are esuventinlly composed of raw materials; 90% of commodities

- NATO CONFIDENTL. .
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egold by the Soviet Unlon are not subject to quotan restriction by
the United Xingdom. S0 far, the position has not been the sanme
for products frou satellite countries, of which 50% have been
sub Ject to quotas since more of their exports than the Soviet
Union's consiast of mamufactured gooda and foodstuffs,

9, The United Kingdom concludes three-year or five -year
trade agreements or arrangements with Eastern oocuntries,
Recantly she hes offered to remove gquantitative restrictions
on a wide range of manufactured and other gecods imported from
Communist countries on cundition that these countries undertake
to avoid any action likely to disrupt the British market.
Czechoalovakia and Hungary have already accepted these conditions
and it is probable that Poland will accept also, However, the
USSR and Bulgaris have rejected the British offer and Rounania
has yet to reply.

10. There are two important obstacles to trade with
Communiet countries: on the one hand, the difficulty for
ccuatriea with a market economy to deal with countries whose
trode is a state monopoly; an theé other, the dirfficulties for
Compuniat countries to offer products likely to be of interest
to Western countries, the latter are interested in buying
certain raw materiala and some agricultural products, but hesitate
& goocd desal to allow the import of mamifacturad goods whose prices,
aften fixed at too low = level, threaten to dlarupt their
internal markets.

11, Referring to the problem of long-term credits, the
United Kingdon Representative stresses that these would be
granted only for seles of induatrial complexes (factories, plant)
to Kaatern countries, Generally speaking the latter appear to
prefer to pay ¢ssh for normal trade, even where credit would be
appropriate and availladle to them,

(e)

12, The GERMAN REPRESENT/TIVE atates that his country has
agreepents with all Eastern countries; these are generally three
years in length, Trade with Eastern countries(l) accounts for
approximately 3% of Germany's trade with the world. Trade wilth
the USSR has shown a tendency to fmll recently, Foodstuffs
account for about 50% of the German Federal Republic's imports
from the satellites; while, on the other hand, exports are con-
poscd of capital equipment, The Federal Republic nlso follows
the policy of using quotas for certain imports of manufactured
goods from the Soviet bloc, The Gernan Federal Republie's
policy regarding credits ia in conformity with the rules of the
Borne Union, Credits to the USSR are limited to 180 days only;
those granted to the satellites are more liderel in their terms,
but are not of any size, Poland has only used half of the
eredite granted her,

TIT Buch troae does not Include trade with the Sovliet-occupled
Zone of CGermany.

1iTO_CONFIDENTTAL ~10-
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(r) GCapaca

15, The CANADIAN REPRESENTATIVE declares that his country's
imports fron the Soviet bloc as a percentage of total imports
are low:r than “hose of any other NATO country, Canadian
exporis have shown a marked increase in the past year, largely
dué to sales of wheat to the Soviet Union, It is a question

.to what extent the recent volume of wheat exports will be

naintained, ‘sirce thi. dspends partly on impondersble factors
like the westhear, Crelit terma for these sales have been made
avallable but the Soviet Union has not yet taken advantage of
them, so thet all the wheat shipped so far has been sold for
cash,

(g) Ggreege

1L, The GRRFK REPRESENTATIVE declares that for geographieal
and econcmic reasons trade with Eastern countries is substantial;
thia accauvnta o> 10% of total Greek imports and 20% of exports,

(L) Portusgal

15, The PORTUGFIESE REPRESENTATIVE declares that his country's
commercial exchanges with the gatellites are very small, The
FPortugmss National Bank has payments agreements wiih the
State Banks of Ceechoslovakia, FPoland and Hungary, but no credits
are granted,

(1) Horway

16, The NORWEGIAN REPRESENTATIVE confirms that the level of
trade betwoeenr Norway and Eaatern countries is limited: between
1950763, exports to and impcrts from the East representad
appraximately 4% and 3,5% respectively of total Norweglan exports
and imports. Hla country is attempting to exparkd trade with the
Soviet bloe but ccmmeodities 1ikely to be of interest in such
exchangea are limited, There are therefore natural obetacles to
the growih of trade, Credita granted by Norway to Eastern
countries are ncgligivie; these stand at less tha: Bb million,

(3 4ci Ceoteg

17. The "NITED STATES REFRESENTATIVE pointa sut that the
level of trade _etween NATO countries and Commnist countries 1s
relatively low., Publio opinion that sopetimes appears to have
the impresalon shat Enst-Woat trade has grown substantlally
should be info.-«d of thia. Pclicles relatsd to the granting

of creditas to " runist countries and in particular to the USR
aesm to have 1i!':.ie influence on the level of trade with these
countries, T .. United States.is not opposed to trade with

Eastern count: .. :; but it practises a flexible ard diversirfricd

policy in thir ~.oupact. The United States Authorities hope,

~11- NATO CONRILFIT AL
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naturally, that the development of commercial relations between
their allles and the satellites will not impair the results of

their own poliey in this fileld, but, on ths contrary, that they
should reinforce then,

18, The United States has granted Poland and Yugoslavia
economie aid and the advantage of the most-favoured nation clause,
Following a cortain show of independence by Roumania towards tha
USSR, the United States is attempting to improve its commerciali
relations with this countr), not by granting credits, but by
gllowing a relaxation of the export licensing syatem, Thelr
commercinl policy does not imply that the United States Authorities
interd to call for a revision of the COCOM 1ist of strategic products
pubject to embargo., In this respect theé United States will
probably not avall themselves fully of the possibilities which
such a liast gives to their allies,

with the patellites

19, The FRENCH REPRESENTATIVE declares that during recent
yoeara patellite countries have been in a poaition to offer raw
producta aend primery msterials of a kind to interest the West:
but these countriee wish to diversify thelr trade and also to
Bell in turn mamifactured and semi-finished goods, Western
countriea are ill prepared for this new development; quotas

established at present by both parties for manufactured goods have
yet to be fully utilised,

20. The BELGIAN REPRESENTATIVE states that the satellites
encounter no difficulty on Benelux marketa in their salea of
certain raw materials, but that this is not the case for mam-
factured and conpumer goods; in view of competltion by Western
firma already established in the market, satellite countrios have
trouble finding buyers, owing to the often inferior quality of
their goods, their lack of experience in packing, in publicity
end in other aspects of marketing, These countries therefore
attempt to break into the market by reducing prices, In order
to spare their naticnal producers from definite harm, Benelux is
compelled to enforce a system of guotas for an extcnslive range
of mamifactured goods of patellite countries origln, Generally
gpeaking, the USSR 1s in a better position than t.ese countries
88 it is able to sell more rew materlals than they are,

21. The REFRESENTATIVES of the UNITED STATZC and the
UNITED KINGDOM stress thet one of the difficulties in trade with
Cormunist countries arises from their inability t- analyse thelr
coste of production and determine correctly the r+»! value of
those mamufactured goods that they wish to sell,

= TO_CONPIDENTIAL -12-
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22. The UNITED KINGDOM REPRESENTLTIVE declares that the
markcis in Eastern countries for imported goods sre not norusally
subje¢ct Lo grealor Instebility than those in the free world:
ke reccgnises, however, that they are not open tn any aignificpnt
quantitica of zcensumer goods, Imports of such goods by Erstern
countries are inadeguate to exheust quotas that they have already
aceepted, since they limit the value of their purchases to that

ot f"ih products as they are themselves able to sell on Western
narlets,

23. The UNITED STATE3 RETRESENTATIVE considers that in the
long run Eastern markets are unrelisble. Communist countriesg,
in fact, only wish to obtain from free world marrets those capital
goods which they are temporarily short of and remain wedded to a
pelicy of self-sufficliency,

2L, The TURKISH REPRESENTATIVE also considers thsat
Cortrinist markets cre unstasble, eince Eastern countries' trade
witii the free *wrid 18 basically not motivated by the needs of
the uurset, but solely by production requirenentsa,

25. The BEIGIAN REPRESENTATIVE agrees that Eastern countries
have alweys accorded priority to cepital goods over corsumer
goqu. bat ccnsiders their market to be stable, .

26, The FRENCH REPRESENTATIVE declares that the fact that

the Fantern countries do not wish to import consumer goods which

arc¢c not cssantial to thelir populetions does not detract from
thelir stability as export markets, Possibly, however, as a
result of the world conference on trade, they may increase their
purchases of tropical produce from developing countries,

27. The ITALILN REPRESZITATIVE believes that Eastern
sountries initially establish their import quotas on consumer
2oods on an oversll beslse, They then grant their various
cuppliers opecifiec quotas in the course of negotliations on
commercial agroements, the sum of these quotns generally
exceeding the initlial overall quota, Finaglly, they chocse to
buy in one courtry rather than in another on the basis of either
politizal or economic. conaiderations, This explains why the
snlos by moet countrics of the free world often fall short of
established quotas, The mere fact that exports to Eastern
countries consist mainly of ‘capitsl goods does not prevent th'a
narket from -being stahle, . erience mctually shows thnt the
export of capital goods leads to new exports (spare parts,
replacements of machinery, ete,), and Eastern countries have
become awere that foreign trede is more then a mere passing
necessity arising from exceptional clrcumsiances,



(e) nmefa facing NATQ countrien in exvnorting to the
L1l1+-

28, The I1T/..... REFRESENTATIVE states that Eastern countries
keep their trade with the Western world at a level that does not
risc above 25 to 35% of their total trade, This ceiling appears
ﬁ1;«::» Lave been detormined by politicel, psychological and cconomie
- pgeonsiderations, Long-term agreements beiwoen Eastern countries

—aln at ensuring the stebility of their trading relntions within
= the framework of COMECON; there ia a system of preferences
Obetween Communiet countries; in particular, these countries
Hbenefit from advantageous terms of trade, i‘rom credits on
=~ favourable conditions end have the certainty that their supplies
Z of raw materisls will be maintsined, The satellite countries
aro, tharefore, encouraged to remain within the framework of their
=prescnt trading pattern; should Western ocountries wish to expand
“ihelr trade with the satellites, they will have to consider such
> measures as would be competitive, elither ;‘_a_glq or de_jure,

, With this systenm of preferences, that gpplies to commercial
= trarsoetions between Eastern countries,

(a) Ihe qugstion of dumping

. 29, The BELOIAN REPRESENTATIVE atatea that the use of the
—Jword "aurping" 1is not fully appropriate when referring to Soviet
Wbloe mamafactured goods, Indeed, owing to differences in the

=l economic syatem, cost elements entering into these products dirffer
A oconsiderably be;wean Commnist and Western countries, The control
~of such costa, t..ough possible in the West, sppears not to dbe

= feacible in the case of products in Commnist countries. In
5&dﬂ1tion, some of these products nmay bhe sold cheaper abroad owlng
Zto their inferior quality. Under these conditions, the
Straditional anti-dnuping methods (anti-dumping duties, minioun
—prices, ete,) prove ineffective. The only way to guard against
Ua disruption of the national market is the introduction of quotus
N(quantitative restrictions).

8 30. The ITALIAN REPRESENTATIVE etates that he has not cone
-~ acrocs obvious cases of dumping by Eastern countries, These
—lsountriee pay considerable sttention to this matter and thoir
mroreign trade ninistries intervene to check the prices of thelr
Zproducts in order to ensure their earning a meximun of foreign
 @€xchange from their sales to the West, However, there exlats an
a"indirect" fora of dumping, ms a result of home exportiers who,
having been compelled to receive products from Communist couniriea
=in order to further certain transacticns with them, hasten later
ato rid thenselves of these at give-away prices,

- 31, The FRENCH REPRESENTATIVE states that dumping by the
~East is not fregquent, &8s Communist countries know that in order
Jto defend themselves, Western countries can, at any time, curtail
gtheir purchases. Some rere cases of Adumping have been observed
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ch sales of row rateriale; these concerned transactions of a
loeal ard tszporary charactar, sonetimes for purely political
puarposes, A8 an exauple of the hlgh elasticity of Communist
prices, he mentions bulgarian tobacco, the selling price of which
was lovered proportionally following the raising of import duties
cn tabazco ty the YEC,

32, The UNITED KINGDOK REPRESENTATIVE considers that inaofar
es regerds raw materials, Esatern countries have generally
axeptad ¢o edivst thelr prices whenever these have had undesirable
repercuacions in the Vest, The durping prcblem should not,
however, be underestinated, This is evident principally in the
rield of mamifactured producte for which it may prove difficult
when prices are especlally low to resct with surficient speed,

(e) JFesgidle unfev ble reperoussions on frce world

Sountries as u e of establishing clcoscr
8ccnomso reiations between Western and gatellite

grunfeics

3%. Thre T'MKICH PEPRECENTATIVE erphasiscs that his country
is eutauvialily duslrous ihat the possible expansion of trade with
the mateilites snould not occur &t the expense of commercial

" relatiocns with countries of the free world and, in particular, with

tacas countries of the /llianee which are less-develnped,

3, The GREEK REPRESENTATIVE states that his country's
position on the guestion of developing East-West trade is similar
to that of Turkey. ’ '

| (£). Restpiotions enfore 4 0_sountries on
_ iﬂ;‘l‘iﬁ‘}.u%&eﬂﬁ_ﬁaﬁm.&_o with Communict countries

3%, The FRENCH REPRESENTATIVE seys that it is rather
difficult on the whole to know the Soviet reaction in face of a
refusal of Western ccuntrics to sell certain products, Commanisot
nergotiators in the course of official discussiona do not fall to
streas thelr wish to scquire products whose sele 1s prohibited;
but they eoon realise, howerer, the rigidity of tie Western
position and do not obdurately maintain their attitude. Jnothor
problem, however, has concerned French exporters who sell manu-
faoturcd goods under Anerican licence or comprising parts of
American corigin., They always fear selling such products to
infringe American regulationa on the sale of certain typee of
equlpment to the Soviets,

36, fThe UNITED STATES REPRESENTATIVE points out that Froush
exporters are shle to obtain preciss information on current

inerican regulations by putting themselves in touch with
conzercisl attachds et the Unlted States Enbassy in Paris.
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37. The ITALTAN REPRESENTATIVE declares that nertain specipl
reastrictions to trade (the COCOM licts, products of n particular
interest to NATO) have negative effects, especially fron a
paychologliecal point of view, on the possibilitiea of expanding
trade with Eastern countries. 1In practice, a certain
dirferentiation between Conpunist countries is already applied as
tre destination of the goods is an important factor in deternining,
in COCOM, the advisability of granting, excepiionally, suthorisasion
to export goods otherwise enbargoed, Such exceptions are, for
ingtance, much nore easily allowed when the coun®ry of destination
i3 Polarnd, Such a policy night be applled nore regularly and
1iberally with regerd to gHods appearing on the COCOM lists or to
uwonuw«m of particular interest to NATO (petroleun, lerge dianeter
pipes) .,

(g) sence of the preferentisl systems in the EEC
ment of tradc with tne tellites

38, 1In reply to a question from the United Kingdon
Representative acking if the EEC's common mgricultural policy
would not have an unfavourable influence on imporis of
agricultural products from satellite countries, the FRENCH
REPRESENTATIVE recells that the EBC does not ain at self-sufficlency
in agriculture, There are, however, regulations asnd toriffs
epplying to imports of agricultural produce, particularly that
ocriginating from countries where trade is carried on by the state,
The USSR, as spokesman for the satellites in problems raised by

the EEC tariffs, has requested their reduction, but without
success,

39. The ITALI.LN REFRESENTATIVE emphssises the fact that the
USSR, who does not recognise, at present, the agreement relating
to the EEC customs' union, wishes to benéfit from those tariff
levels in force between the Six, and for this purpose insists on
the application of the moat-favoured nation ciause, In Italy,
the implementation of EEC policy in agriculture has created an

obstacle to the development of agricultursl imports from the
satellites,

40, The GERMAN REPRESENTATIVE confirms that his country has
encountered certain difficulties in its trade with Poland, and
that a fall in imports of agricultural produce has resulted, He
belleves thrt this fnall 1s due to the poor hervents in Poland
rother than to the EEC's common agricultural policy.

41, The BELGIAN REPRESENTATIVE states that Eastern countries
conatantly request to benefit from the Conmrurity's internal
tariff, but as a result of fallure in such efforts have had to
soi’'ien their attitude, and it seems that their attitude is
chonging. He considers thnt the common agricultural policy of
the EEC may have repercussions on trade with the East,

40, CONFINENTIAL ~16-
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h2, The UNTTED KINGDOM REPRESENTATIVE emphasigas the fact
thet Cororarlst coantrles are hostile to that forn of discrinination
which reculis forr then from the reciprocal lovering of tarifrs
between ErTA couniries and request the application of the most~
favoured nation clause, EFTA countries have therefare come up
agairat the snre difficulties as the EEC in their commercial
ncgotlatiors with the Eanst. The United Kingdom Representative
does not feel, howaver, that the EEC and EFTA tariff systens
whose preferential character can be expected to become more ’
pronounced, will in wrastice have any marked effeeta on the
dcvelopment of trade yith the ERast,

L3, The FRENCH REPRESENTATIVE considers that it is still
prenature to attempt to forecast the consequences for commercial
relations with the satellites of the implementation of that
clauce in the Rone Trecty according to which in 1970 the EEC
Commiseicn would negotiate in the mame of the six member countrica,
The BELGLAN REVRLSKMTAIIVE adds that Benelux has » certain
experience in suca matters, Though the Benelux statutes nre
rot rucognissd hy the USSR, the gatellites have accepted this
scalty ard arc yilling to negotiate agresements with Benelux,

It 13 probubie that the matellites and even the USSR will
recognise tie accomplished fact of the Conmon Market and in
confornity with thelr commercial interests will agree to
nepotiante with the Commiassion,

iR

Li. The FRENCH REPRESENTATIVE statea that in his opinion
some discrininnticn might be eastablished in connercial reletions
with Commwuiiat countriea; this would primarily take the form of
adninlistrative npeasurea tending to favour one Conmunist country
rather thon enother, To inagine, however, that discrimination
night openly te implemented in the actunl texts of commercial
agreements wouid be unrealiatlic., Discrininstion essentially
deperids on sultnble political and economic circumstances: 1t is
therefcre the reaponsitility of each negotintor to Judge to what

‘extert he oan resort to this,

45, The ITALLAN REPRESENTATIVE wonders whether it is truly
possible in practice to differentiate vetween various Commmunist
countries, He doubts whether a positive result would bve
achieved if the politisel objective was too obvious; such would
be the case if discrinination were to arise from current
regulations, 1In addition, discrinination of thla character
would involve a dnnger of provoking reprisals from the Conrmnist
countries, As regards dlscriminaticn in some hidden form, thia
would be of little effcct, as Italinn businéssmen are free to
choose thelr trading partners. On the whole, a lengthening of
eredits in favour of oné matellite country is herdly possidle
withcut laying onesslf open to requests from nll other Communist
countries for equel treatment, However, & certain latitude
does exist for action in this fleld, for instnnce by facilitating
adninistrative formalities, the conditions upon which the crelit
ia granted, the insurance premium, eétc, However, even this
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possibility i1s very limited, ap governmental authorities are
conitantly under etrong pressure from exporters, who prefer all
Toreign countrics with whor they dcal to be subject to the same
rules, 4in area where a ecrtain degree of discripination woulad
not give rise to difficulties is in the choice of industrial
projects for satellite countries that lend themselves to the
granting of Western support, Such action by Western countries
might have the advantage of foroing the USSR to increase her oun
finaneinl contributlon to the development of the satellite
accnomies, Normally the West should not grant it to COMECON
projects aimed at increesing the coheslon of the Soviet bloe, but
it 1e Aifficult to general‘se in this matter, every case having
to be axamined with care,

46. The DANISH REPRESENTATIVE recalls that agreement has
been reached in the Committee of Political Adviserc on certain
gencral principles of discrimination in policy towards the
satellites (C-~M(62)143): these principles continue to appear
satisfactory to the Danish Authorities,

L47. The BELGIAN REPRESENTATIVE stresses the Tact that since
1658 Boenelux has treated all satellite countries equally. In
the evident interest of both Belgium and Benelux, it is difficult
not to apply quota restrictions to certaln irmports from all
Communist countries, The position of Benelux 1s different as
between the USSR and the satellites, It has reached commercial
agreoements with the satellites and not with the USSK, who has
put obetacles in the way of the conclusion of such agreenments

- by refusing to recognise the Benelux customs' union. Different

agrecements of varying significance, however, pay be made,
dapending on the countries involved; yet one needs to guard
sgainst being duped, since the country which benetits from more
favourable conditions might be used by other Communist countries
to further the ecale of their own producta, It is both poesible
and preferable to grant advantages outside the actual agreements
in order to create an atmosphere of goodwill. A policy of
disocrimination mey involve, for those countries which practise it,
economlc sacrifices which should be taken into account when, for
politieal remsons, discriminatory trading practices might cone
to be formulete,

LB, The UNITED KINGDOM REPRESENTATIVE declares that his
sountry encoureges trade with the satellites and, therefore,
favours their economic independence. But, as is well~Inpwm,
it rewains attached to e poliey of non-discrimination between
the USSR and the satellites, as also between the various
satellit<s themselveas. At the government level, the policy of
discrimination cannot be effective without being open; however,
the fact that the USSR would have knowledge of this could not
fall to pose complex problems and might provoke reactions such as
would Jeopardise the ultimate aim, At the administrative level,
a certein linited degree of discrimination would be conceivable
without it being made publiec, Since 1939 the Board of Trade
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have had pewers to conirol inmports by means of quantitntive
restrictlons as aupeas appropriate to them, However, owl
varticulaely to Lane close control exercised by Parliament und
public op'nlon, the mzrgin for manoeuvre 1a, in fact, very

Jinited rvor the purpose of attempting diecrimination however
discirrentily 1t alght be practlsed,

439, The UNIITED STATES REPRESENTATIVE declsres that his
country already practisea a policy of discrimination in favour
of Pulend, fo» wheam it has even esctablished an aid prograrna,

No difficiltles with the UESR have erisen 28 a result of thia,
The Uniteqd States 1s at present attempting to favour commercianl
relations with Roumnria, The USSR will probably not consider it
opportune to raise cbjectiora in this respect. The United States
Authoritics comsider 1t both normel and possible to practisc a
polisy cf Clacrimination between the various Communist countries,
¢specially as the latter, owing to their state monopoly in
foreign trade, are aiwoys able to differentiate between various
Weatcin countries,

L0, The T RAISI RYFRESINT/TIVE underlines thet it 1s within
the courccter of Coumonlat countries' forsign trade to practise
dlacrinination becrween countries with whom this trade takes place,
a8 & result of which, shculd the free world treat Communiat
ccuntries on the pane Tooting in their trading relaticrs as they
troat their other partncrs, refiraining from any form of dis-
ertlnination towards them, they will of necesslity rind thewsclves
lu a poeition o 1nferiority,

51, The FRINCI REPRESINT/TIVE considers that under present
conditions prevulling in the Communiat bloc and irn view of the
peolitical mituation in Eastern Burope, 1t 1s 4irficult to go
very fnr slong the rcad to discrimination, The position would
be difficult ghould ore or several anong the satelllie countries
cone to free itmelf from RKussisn political dominance,
Aspirationg to economic independence by aome of these eountries
are but tinid moves to which no very great lmportance should be
attached, In any gencral confremtation, Roumania and Poland,
who remain Communist cauntries, will align themselves with the
Soviet Union, ile stresces the point of view that he has
already cxpressed: sone differentiation by administrative means
is poesible but should this beoome flagrant, the country
practining it would bo uncer strong pressure from other Communist
countries to grant tae same acvantages to them.,

52. The FRENCH RFPRFSENT/TIVE adds that it is diffif:ult.
to kunow to what extent the trade with one or other among tne
actcllitos might indirectly bs of advantage to the USSR. In wny -

crse, exports to the salellites of industrial complexes to b2

built end equipped on the spot cannot be transferred to the veiRr.
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ME.SURRS TH/T MIGRT BE T/AKEN 0 OVERCOME OBSTACLES TO THE
mﬁmfﬁ""“_‘“ OF TR.DE WInH THS S, B LIITES T

(a) Purther exchange of informetion with a view to avolding

Wegtern exporters being plaved off against one another
by o mononcly buyer -

53, The IT.LIAN REPRESENTATIVE considers that any expansion
of the practice of exchanging information on trede with the East
would be very useful, TLe existence of certain bodiea (Berne
Union, the Common Market) alrendy allows Western countries to
cei'ry ocut such exchanges of information, The main obstacle to
their further extension is to be rfound in the leglitimate wish of
businessmen in Weatern countries to have the confidential nature
of commerciel transactions respected,

5L4. The UNITED KIRGDON REPRESENT/TIVE states that Communist
countries do not only play Western countries one agsinst the other,
but also exporters from the same country, He does not feel that
this is a significant difrficulty for trade with the satellite
eountries: the latter are merely taking advantage of competition
between various exporters concerned with finding outlets, Indeeq,
British exporters prefer to run the risk of such competition
rather than attempt to Beck a renedy by resorting to further
exchanges of information which, in order to be effective, would

lead them to revenl the confidential aspects of their comnmercial
negotiations,

55. The FRENCH REPRESENTATIVE notes that information on
trade with the 3datellites is regularly made public in the
JCUKAL OFFICIEL, declurations to the press pnd Chamber of Commerce
bulletineg as also on the initiative of commercial attachés fronm
the various intereasted countries, He Adceas not feel that state
organizatiocns responsible for foreign trade in Eastern countries
vlay off Weatern exporters one against another to any significant
extent; among the latter, conditions of normal conpetition exist
of which Communist countries take advantage,

(b) e coanclusion of ~term contracts with industries
n gate e gountries for exporis to tnc Wes.

56, The ITALI/N REPRESENT/TIVE underlines that, were
gatcllite countries able to count on assured long-term exports,
trale with tham weuld be facilitated, However, the foct remains
that Western importers do not like tc conmit themseivesa on a long-
tern besis, but wish to avail themselves of all possibilities open
to them on the world merket. Only commituents to purchase certain
raw materials or agricultural products can be undertaken for
relatively long-term periods,

57. The UNITED KINGDOM REPRESENT/TIVE states that he entirely
shares the ltalian Representative's point of view,
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apdcertain gnveTli

53. The MTTED ST/TES REPRESENT.TIVE declares that his
aountry haa scught to esiabliah special relations with sore
Communist countries on all occasions where economie and political
clrcumstanses were favourable, As a result of this, the
United States haa devaloped economic relations with Yugoslavia,
talling which thia courtry might now have been fully reintegratod
into the Soviet bLloe, h.as grented sld to Poland and plans to
reach an agreement very soon with Roumania, Experience showa

that epecial econonic links can usefully be created with certain
Comminisat countrics,

59. The GRTEK REFRESENT.TIVE remerks that Western trade

Eégg Yugoslavia has been favoured by the latter's connecticn with

€0, The ITALIAN REPRPSSMTATIVE recalls that his country

- nas been wblio Lo Cevelup cconomic rolations with Yugcelavia es a

regntt of having a sommon border with her, He stresses, however,
that the tightening of commercial links followed and did not
proscde the brosxing off of Yugoslav relations with the Soviet
Union, The dovclopment of sonnections between Yupnalav atate
anterprises and private Italian firos has had favourable cone
segquenctes by atfording Yugoslav leaders s botter understanlling

of certain econorie problens and sn cpportunity to become more
familior with frse wcrld practices, These connections have
enoouraged some evoulution in the econonle and social development
of Yugoslavia and, in particular, the decentralisation of the
econcmic nystem which nffords greater autonomy to business
enterprises, The Yugcslov experience may be considered a succesa
to which free world ccuntirles and, in particular, 1toly heve
contributed by accepting certain commereial or flnancial sacrifices,
A policy of e¢loser Viestern links with other Eastern countries
would certsinly also require such sacrifices,

61. The FRENCH RIPRESBNTLTIVE draws attention to the fact
that historical and sentimental links that night exlat between
a Western occuntry and the satellites are not sufficlent to enswure
or duvalop lastiing econcmic connections, The lmpression he tias
gained froo namerous nisclons in gatellite countries is that
youth in theee countries is indifferent to political question:,
but is preoccupied with the ralsing of the atandard of living:
in order to drew the asatellites out of the Soviet orblt, material
meens should be mace available, adequate to demonstrate witho b
doubt the advantages of closer relations with the West. Fre.ce
hos sought in her relmtions with .Jdbania toc attempt to carry
out an experirsnt «f the Yugoslav type; however, owing to tho
Albantsn's ingrained Aistrust, political results so far have Luen
alnost non-existient, In particular, the Franco-..lbanian comucreinl
ngreument 1a only very modest in scope,
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(d) The introduction of a e liber 3ten of credit

62. The FRENCH REPRESENT..TIVE declares that satellite
countries prefer financial credits to supplliern' credits,
Pinancial craedits sre not credites granted by the state but creditas
granted by one bank to another, at comnerclal rates fixed by the
tanks themselves, Such credits fulfil a practical purpose by
providing greater freedom of manoeuvre to the buyer in his
ncgatintiona with prospective suppliers, Were credits of more
than five years to be granted to Satellite countries, a certain
growth in exports to these .(ountries might result; but therc is

no resason to belleve that thi. growth would be either substantial
or lasting,

63. The FRENCH REPRESENT.TIVE states that the French
overnnent doeg not grant loans to Communist countries and does
not authorise the guaranteeing of financisl credits, There
ravains, therefore, only the natter of suppliers' credits which
are by nature difTicult to ocbtain, It might be apprceopriate to

Beck waya to simplify the procedure followed in graniing such
grodita, .

64, The UNITED KINCDOM REPRESENT/TIVE potcs that the major
art of British trade with the Batellites, taking account of the
ind of goods involved, doee not require long-term credits cr

eradits grantod under specinl conditiona, The inadequacy of
crodit does not constitute in hils opinion a serious cbstacle to
the expansion of Epst-West trade,

65, The ITALI/N REPRESENTATIVE states that all Communiat
oountries try to obtain credita, on the best poesible terns, and
are willing to buy more when long=-tcrm credits are available to
them, He belleved that a mare liberal credlt policy would
encourage tradu; a distinetion could perhaps be established
between the USSR and the aatellites by considering the latter as
developing countries whose needs for long~term credits in

conneotion with certain technieal projects are greater than those
of the UBSR,

66, The FRENCH REPRESENTATIVE observes that it is difficult
to show a przference in granting credits to some Communist
ocouutries rather than others and that competition between Western
councries for the granting of credits to these countries would be
damaging to Western interests,

67. The PCRTUGUESE REPRESENT.ATIVE remariks that the extension

of Western credits to the satellites should not be allowed to
become so liberal that it would amount to economic aild.
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68, The CAN/DIAN REPRESENTATIVE declares that, as he
undersiunds it, the general view of the experts is that multi-
laterullcation of Test-West trode is a desirsble objective, but
that many practical cbatacles stand in the way of achleving it
within the bllateral rrameworks in which this trade is largely
conducted,

g

69, The FREXCH LEFREZENTATIVE wishes to stress the
distinction existing between the multilateralisation of payments
and that of trade, In the financial field rmitilateralisation
ja possible and shovld be realised falrly soon; however, as
regeras trade fer the moment at least this seems lopossible to
nchieve, The ezperts of the Unitsd Netions Ecoionle Commission
for Europe, who recently discussed this matter in Geneva, cane
to the same conciuslon, given the Aifferences 1ln atructure butween
Comrunist eountriecs andl those of the free world, as alao to the
lack of cornfidiaro2 whizh Lhe former shovwed in their commercial
reluticons ¥ith the Vieat,

70, The ITALIAR REFRESENT/TIVE points out that Eastern
courtries heva enjoyed aome form of imperfect miltilateraliaation
allowing them to uee whenever convéenient eonverti»le currencies
earned througn favourable treds balances with certain Weatern
wcountriens; however, they rerfrain from granting the same
advantages to the latter when in turn thelr trade balance is
favrcaredle,

71l. The UNITED KINGDOM REPRESENT/TIVE stresses that the
mil4ilataralisation of trede shonld go hand in hand with that of
paymanto, The United Kingdom has cause to regret the cmuiti-
Jateralisation of puyanents from which the USSR has bencfited over
sevaral yeare, since the latter hes falled to use up a
substantial port of its surplus with the United Kingdom to buy
in that country.

() Direct eontacts between Western exporicrs and Jatcllites
gnterprasesg

72, The FRENCH REPRESENTATIVE stntea that it is practically
inmpoasivle for Frerch exporters to meet the final user of gools
8old in Batellite countries; they are compelled to negotliatzs and
discuss exclusively with the speclalilsed organizations respcnsible
for foreign trads,

73. The IT.L1.N REFIESINT/TIVE obaerves that a certain chLift
in the attitude of Lastern countries is tending to becone
apparent, as they are aware of the low level of efficiency shown
by their systen cof purchesing, They night therefore in future
fovour certoin direct contacts botween exporters and the finel
uveers of the latters' products.
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74, The BELGI/N REPRESERTATIVE, while adnitting that
contacta between VWestern exporters and the final users in
Communist countries are as a rule hard to establish, states that
contacts between tcchnicliang have alreedy been made and eare
likely to develop further,

(g) ,EQ;A¥E% ©; ure | up_trade with the

75. The ITLLIAN RECRESENTATIVE is of the opinion that the
extension of aervices provided hy commeroial attachés in
satellite countries, the multiplication of exchanges of trade
missiong with these countries and s greater participation in
trade fairs are the measures likely to favour the developnent
of commercial relationa; however, spectucular results should
not be expected from such neasures, The exchange of economice
missions contirues to be the most efficient method of tightening
commerecinal links: Western countries can favour the exchange of
ceuch nisslons with certain satelllites rather than with others and

yet not lay themselves open to the reproach of practising
Giserimination,

76. The UNITED ST/TES REPRESENT/ATIVE felt that all the
neasuraes to which the Italian Representative had referred were
both useful and important since such action facilitated the
éatablishment of relations between the various interested parties,

77. PFollowing this exchange of views, the CHAIRMAN invited
the representatives of member countries to draw up a summary of
their conclusions on the basis of & draft prepared by the
Econonics Directorate, The Group agreed to avail itself of this
draft, which they finelly adopted after introducling a certain
nuober of amendments, This agreed text is reproduced as an
introduction to the present dconment,
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