
L of r e c e n t  de elopments in t h e  Co ist 
f i ~ o p e ( l ) ,  iL has been t h o  d e s i r a b l e  

witkin RAT0 of i n f o r m a t i  t he  curren-b 
t h e s e  c o n t r i e s  f o r  t h e  purpose of asri 

a% asl agreed assessmen-b of " c e l r  f u t u r e  ecomzomie devekopment 
t r a d e  p rospec t s ,  m e  Sub-Coinmittee on Soviet  Econombe Po l i cy  w s  
i s l s t ruc ted  t o  e amine the eco each of t h e s e  c o u t r i e s  o 
the b a s i s  o f  r e p o r t s  p r e g a ~ e d  hiaving a spee 
i n t e ~ e s t  in a par t icu lars  E a s t e r n  European c leÙy. 

2, A consol ida ted  repol-t: reviewing t h e  r e s u l t s  o f  t h e s e  
stuclies'( 23 as discussed  i n  the C3ouicil i n  Ps 
Bovember, 1965, where I t  was agree  
i n c l u d i n g  t h e  conclus ions  of t h i s  

a t t e n t i o n  of  N i n i s t e m  at  t h e  srieeti 

OT 0 9 

Paris, mie, 

(1 ) !l!hro~:ghouL th i s  s tudy  this express io  excludes the  USSR, 
zllbania md Yugoslavïa, 

( 2 )  C-N(65)88 



1, The economies of t h e  f i v e  Comwiis t  c o u n t r i e s  of Eas te rn  
Europe and t h e  Soviet-Occupied Zone of Germany have al1 developed 
qu ick ly  dur ing  t h e  post-war period. but,. s i n c e  t h e  beginning of t h e  
1 9 6 0 ~ ~  t h e  h i g h  growth r a t e s  of i n d u s t r i a l  plaoduction have 
dec l ined ,  most markedly i n  t h e  more advavlced couiatries of t h e  
region,  Xecognising Lhat a system of s t r i c t  c e n t r a l i s e d  plazming 
and c o n t r o l  works l e s s  e f f i c i e r t t l y  t h e  more s o p h i s t i c a t e d  product ion  
becomes, t h e  Eas te rn  Eia~opean l e a d e r s  began t o  i n t r o d u c e  some market 
elemen-bs i n t o  t h e i r  economies, The most fa r - reaching  r e f o m s  have 
r e û e n t l y  been iqtroduced i n  t h e  two most i û d u s t r i a l i s e d  c o w t r i e s  
of t h e  r eg ion ,  Czechoslovakia and t h e  Sovie t  zone( 1) , while  t h e  
o t h e r s  a r e  s t i l l  d i s c u s s i n g  and experimenting d o n g  t h e  l i n e s  O 
t h e  L i b e r n a  proposais of 1962, Though ' i t  i s  y e t  t o o  e a r l y  t o  
judge t h e  e f f e c t i v e n e s s  of t h e s e  reforms and experiments,  it 
c m o t  be excluded that t h e y  e g h t  one day improve economie 
performance, Atternpts a r e  a l s o  being made i n  some e o u n t r i e s  t o  
make a g r i c u l t u r e  more produet ive  by improving i n c e n t i v e s  f o r  
c o l l e c t i v e  and s t a t e  fa rmers ,  

2, The Soviet  Union i s  t h e  p r e d o d n m t  t ~ a d l n g  p a r t n e r  of 
al1 t h e  couipltries M e r  review, b u t  t h e  s h a r e  ,of XAT0 c o r n t r i e s  i n  
t h e i r  t r a d e  i s  a l s o  q u i t e  important  and auch g reaker  t h a n  t h a t  o f  
Communist couraLries i n  NATO c o u n t r i e s t  tgade ,  Accordfng t o  
E a s t e m  Europem s t a t i s t i c s  - v ~ h i c h  Ere be l i eveà  t o  under-estimate 
t h e  importance of t h e  c o u n t r i e s q  t r a d e  with t h e  P e s t  - t h e  s h a r e  of 
t h e  Sovie t  Union and of XATO c o u n t r l e s  i n  'the E a s t e r n  European 
c o ~ t s i e s V o r e i g n  t r a d e  t u m o v e r  i n  1963 w a s é  

Share of ,Shapeof 

Bulgar i a  5574 13% 
Soviet-Oceupied Zone of Germany 48% (53%)(25 18% (7%)(3 )  
Rumania 42% 20% 
Czeekoslovakia 40% 1 0% 
Polasid 34% 
Hunga7ny 

2M 
34$ 15% 

(1) The use  of t h e  word "countryw w i t h  r e s p e c t  t o  t h e  Soviet-Occupied 
Zone of Gemany does n o t  imply that t h e  Zone i s  consldered an 
independent s t a t e  l i k e  the o t h e r  Communist c o u n t r i e s  of 
Eas tern  Europe, 

(2) 48$ i f  intra-Geman t r a d e  i s  inc luded,  53% i f  it i s  excluded 
from t h e  ZonePs t o t a l  f o r e i g n  t r a d e  tu rnover ,  

( 3 )  18$ if intra-German t r a d e  i s  inc luded,  776 i f  it i s  excluded. 



3, Each Eastern European country% o m  economic and pol l t i ca l  
aspirations are, of course, an essential factor  i n  Eastern European 
trade pohicies towards TO cotmtries, O n  the one haazd, a l 1  
Eastern European'comtries wish t o  expand t h e i r  trade with the West 
and t o  have greater abcess %O Western -beckuiology; on the other hmd, 
none of these cowitrlès -wa,nts t o  r i sk  'a shif-b of trade of such a 
magnitude that  it might provoke Soviet cowitemeasures. Each is ,  
i n  a varying degree, inhibited by the fear  of advmcing, t o  iLs 
ovm OF the Commwiist camp's detriment, Western pol i t i ca l  objectives, 
e i ther  world-wide o r  i n  Eastern Europe i t s e l f ,  Also, accomt has 
t o  be taken of the military co-opration between "çe USSR asid the 
Eastern ELiropean eowitries and of the presence of Soviet troops i n  
some of the l a t t e r ,  In addition, some cowltries ( ~ o l a n d  and 
Czeehoslovakia) may consider close t i e s  witk the Soviet Union 
indispensable as long as the problems arising out o f  t e absence of 
a peace t reaty  ending World War II have not been set% d, In the 
l igh t  of  these various considerations, at present Rumania, vIith 
i t s  active national self-inlerest policy, I s  alearly 
conslrained, Poland, with i t s  approaoh t o  the EX@ 
i r a  %he Kennedy RoMLCL, a d  i n  progressively lesser  degree 
CzeohosLovakia, Hmgary ancl garla,  also appear readg t o  contract 
f o r  a fuslther increase i n  -b e s t g s  share of the i r  trade, Al-bhough 
active i n  atlempting t o  p Western economic contacts, the 
Soviet-Oceupied Zone of Gersmauiy Is grimarily lnterested i n  gaining 
intema+ionC..21 status and reeognltion as  a separate Germaa s ta te ,  

4. Hone of the Eastern Euopean corntries i s  fu l ly  sa t is f ied 
i t h  the benefi-ts deioived f m m  CIOMECON, but  they c m o t  be. expected 
O Leave t h i s  orgaizat ion;  the urge for  such a step has probably 

mealrened as, for  the time being a t  leas t  the o r g a i e a t i ~ n  bas 
abandoned i t s  more mbitious plans, 

A s  pas* deve2opmen%s have shom a me-pe eippmion of 
trade between MATO corntries and the Co 1st @omtr ies  of 
Eastern W o p e  does not autoanaticallg reduce the share of the 
Soviet Union i n  the ladter 's  %rade, During recent yeass, t h i s  has 
only been the case f o r  Rumania, whereas in Lhe case o f  Hungary a 
substaatial increase i n  the USSRts s h a ~ e  w a s  aceomps.nied by a 
considerable sedueti'on of t h e  share of NATO coikntries - 
i , e ,  Rwnarmia and Hungary seem t o  be the on1 eomtr ies  where a 
expansion of TO coup1tries"trade would co 
looscning o f  ese cowitriest eeonomic t i e s  
A l 1  the other e o u t r i e s  seem "t eexpaàld the i r  trade with BAT0 
coun-k~ies simultaneously with t h e l r  Lrade with the Soviet Union - 
a phenomenon which i s  comprehensible, giveri the grseat inter- 
dependence of t h e i r  economies with the Sov5et economy: t 
f o r  S o e e t  ras8 rnake~ials and enei-gy grms  togetP?e~ w i t k a  these- 
cousltrieshexports o f  finished and semi-finished goods t o  MATO 
countries 
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6,  Tholagh t h e  c o m o d i t y  s t m e t u r e  of t h e  E a s t e m  ELa9sopea 
r i e s a  expokts t o  t h e  e s t  i s  changing, t r a d e  r e l a t i o n s  wi% 
e s t  w i l l  cont inue t o  e  l i m i t e d  a3y the s m a l l  range of goods 

t h e s e  c o u n t ~ i e s ,  have % O  o f f e r ,  t h e  s o o r  q u a l i t y  of t h e s e  goods, 
t h e  i l ladequate s e r v i c i n g  f a c i l i t i e s ,  e t c ,  and a l s o  by t h e  
q u a n t i t a t i v e  and o t h e r  s i e s t r i c t i o n s  which hampsr t h e  e n t r y  of t h e s e  
c o m t r i e s  e x p o l ~ t s  i n t o  Western markets.  

7, A s  far as tbe economic p o l i c y  of IUT0 c o u n t r i e s  i s  
eoncemed, t h e  Commit ee  f e e l s  t h a t ,  i n  s p i  of t h e  va r ious  
o b s t a c l e s  h m p e r i n g  t ade w i t h  t h e  E a s t e r n  opean c o u n t r i e s  
and t h e  f a c t  t h a t  a mere e x p a s i o n  of MAT0 c o r n t r i e s t  t 
t h e s e  e o m t r i e a  w i l l  n o t  n e c e s s a r i l y  redtice t h e i r  eeono 
dependenoe on t h e  Sovie t  Union: 

(i) NATO c o u n t r i e s  should conh ime  t o  encourage t r a d e  
r e l a t i o n s  w i t h  t h e  E a s t e r n  E u o p e a n  c o u n t r i e s ;  
indeed,  i n  t h e  absence of suc& encouragement, t h e i r  
p resen t  s h a r e  i n  t h e s e  e o m t r i e s 8  t r a d e  might 
s i g n i f i e a n t l y  deerease ;  i n  a d d i t i o n ,  t h e r e  may be 
a P i n k  between t r a d e  wi th  t h e  e s t  and t h e  ex ten t  
& O  which economic r e f o m s  a r e  in t roduced i n  
Eas te rn  Europe: on t h e  one h m 4  such r e f  orms, as 
t h e y  l e a v e  g r e a t e r  freedom L O  t h e  i n d i v i d u a l  
' e n t e r p r i s e s  i n  t h e  choice,  of "ee i r  s u p p l i e r s  and 
,ciastomers, ma,y i n  t h e  futtare f avour  am? expansion 
of t r a d e  w i t h  t h e  West; on %he o t h e r  hand 
t h i s  expansion of t r a d e ,  even when accompanied bg 
an i n c r e a s e  02 t r a d e  be taeen  Eas te rn  Europe m d  
the Sovie t  Union, may h e l p  in msiking new economic 
measures mork smoothly and t h u s  c o n t r i b u t  e  t owards 
in t roduc ing  i n  E a s t e r n  Europe an element of 
freedom which m ~ y  grow and even have a l i b e r a l b s i n g  
e f f e c t  on t h e  p o l i t i c a l  l i f e  of t h e s e  c o r n t r i e s ;  

( i i )  t h e y  should endeavour t o  f a c f l i t a t e  t h e  access  o 
E a s t e m  European products  t o  t h e i ~  markets by 
whatever measures t h e y  f e e l  a p p r o p r i a t e ,  t a k i n g  
c a r e ,  however, n o t  t o  damage t h e  l e g i t i m a t e  
i n t e r e s t s  of o t k e r  cotëntries,  e s p e c i a l l  
the f r e e  world which a r e  s-bill i n  t h e  c 
developrnent , In p a r t i c u l a r ,  t h e y  might explore  
t h e  p o s s i b i l i t y  of removing cp. t a t i v e  s e s t r i c t i o n s  
on goods i m p o ~ t e d  Îrom E a s t e r n  opean c o r n t r i e s  
on cond i t ion  t h a t  t h e s e  c o u n t r l e s  isndertake t o  
avoid asiy a c t i o n  l i k e l y  t o  d i s r u p t  Western markets,  
In a d d i t i o n ,  Western European c o u n t r i e s  should glbve 
c l o s e  c o n s i d e r a t i o n  t o  t h e  approaches made by some 
Eas te rn  European c o u n t r i e s  t o  i n t e ~ n a t i o n a l  
economic orgasiiasttlons such as GATT; iL appea 
indeed,  that  t h e  outcorne of t h e  c o n t a c t s  made 
P o l m d  with C%aTT, i n  t h e  framework ~f the Kennedy 
Round, and ~ L t h  t h e  European Economic Compnmity, 



w i l l  s t r o n g l y  i n f l u e n c e  t h e  a t t i t u d e  o f  o t h e r  
E a s t e r n  I3uropea.n c o u t r i e s  Lowards 
economic orgasnizatlons, Western c 
a l s o  f u r t h e r  examine t h e  problem of 
c r e d i t s  t o  s t e m  E u r o p e a  
a c e o w t  o f  e need t o  a v o i  
eourmtries t o p p o r t m i t y  O 

f i r m  against another ;  in t h e  view o f  
P of d e l e g a t i o n s ,  IUT0 eoiantries shouPd a i m  
r d i m t h g  t h e i r  c r e d i t  pol icg t aras t h e s e  

c o w t r i e s ,  a problemzl ahrhich h a s  no% bee 
d iseussed  I n  t h e  course  of this  e x e r c i s e ;  i n  

e s t e m  c o u t r i e s  should pursue an. 
oPicy f l e x i b l e  enough t o  a l low them t o  

exploi-b a y  op port mit^ that future e conosni c 
developments i n  E a s t e r n  Europe may o f f e r ,  b e a r f a g  
in mind t h e  niunerous cliffeslenees mong  i n d i v i d u a l  
c o w t r i e s  w i t h  e spee t  t o  such f a c t  s as theiy 
s i z e ,  geograph ica l  sitwa-kion, k i s t o  , stage of 
desrelopment, dependence on t h e  Soviet Union, e t c , ;  

they should cont inue  t o  study, in NATO, economie 
developments i n  t h e  individual  Eas t  e 
c o r n t r i e s  m d  ahso $0 eonsu l t  on t h e  
p o l i c i e s  wrIii  may be a p p l i e d  t o  E a s t e r n  
corntr iesi  wi a view t o  fixrthelroing 
of  the  B a L h m e ,  

NATO C O P T P I D Z T T U  
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