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NATO COUNTRIES  TRADE WITH COT;~VWITIST COUNTRIES - 
Report by the Cornnittee o f  Economic  Advisers 

I n  this r e p o r t ,  the f o u r t h  i n   t h e   s e r i e s ( 1 )  devoted 
t o  -the t r a d e  o f  NATO c o u n t r i e s  w i t h  t h e  Comrnunist c o u n t r i e s ,  
the Committee o f  Economic  Advisers has a t t e m p t e d   t o   a n a l y s e  
b r i e f ly   t he   deve lopmen t  o f  t rade   exchanges   dur ing  the p e r i o d  
1362-1966, and lias sought  t o  clzrify f u t u r e   p r o s p e c t s  in the 
l i g h t  o f  t h e   r e s u l t s   o b t a i n e d   i n   1 9 6 6 .  

2. During the p e r i o d   u n d e r   e x a m i n a t i o n ,   t h e   e s s e n t i a l  
f e a t u r e s ( 2 )  o f  the development o f  t r a d e   b e t m e n  the NATO 

f o l l o n s  : 
P .' c o m t r i e s   a n d   t h e   C o r m m i s t   c o u n t r i e s   s e e m  t o  have been as 

(i) t o t a l  expor t s   ($3 ,930 .28   n i l l i on )  from NATO 
coun-bries t o  the Communis-t c o u n t r i e s   i n c r e a s e d  

, by 25.4% i n  1966 i n  conparison with 1965 - a 
g e a r  of  l i t t l e  growth. The c o n t i n u a t i o n  o f  
grain sales by North  America t o  numerous 
c o u n t r i e s ,   i n c l u d i n g   t h e  USSR, and an 
unprecendentcd  expansion o f  d e l i - r e r i e s  by the 
Xuropean member c l u n t r i e s  o f  t h e   A l l i a n c e   t o  
Eastern  Europe  and t o  Communist China   expla in  
this  sa t i s f ac to ry   deve lopmen t .   In   1966  p 

NATO c o u n t r i e s '   i m p o r t s  ($5?821-.6+) from 
Communist c o u n t r i e s  also showed a marked 
i n c r e a s e ,   e x c e e d i n g   t h e   l e v e l  o f  t h e   p r e v i o u s  
year by 13*6$; 
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(ii) i n  1966, the growth rates o f  s a l e s  (25.46) t o  
Communist coun t r i e s   and  of purchases  (13.6%) 
i n  t hese   coun t r i e s   were  ne11 above  those  of 
NATO c o u n t r i e s '  exports t o  the   wor ld  as a 
whole (10.3%) and  imports f rom world sou rces  
(1009%); 

d e s p i t e  this i n c r e a s e  i n  exchmges ,  f o r  t h e  
NATO c o u n t r i e s  as a whole,  the share o f  t r a d e  
with the East in their f o r e i g n  cornerce 
remains  modest :   in  1966 i t  was 3.5% f o r  
e x p o r t s  and 3.4% f o r  i m p o r t s  i n  comparis'on 
with 3.1% and 3.3% r e s p e c t i v e l y   i n   1 9 6 5 .  
These small percentages   should   no t ,   however ,  
obviate t h e   f a c t  that f o r  some menber 
c o u n t r i e s  - Greece,  Ice land  and  Turkey - 
exchanges with t h e  East a r e  r e spons ib l e  f o r  an 
a p p r e c i a b l e   s h a r e  o f  t h e i r   e x t e r n a l   t r a d e ;  

(ixr) f o r  t he   f i ve -yea r  p e r i o d  1962-1966, t he   annua l  
growth rates of excllanges between t h e  NATO 
c o u n t r i e s   a n d  the Communist c o u n t r i e s  were 
higher   than   those  o f  exchanges  between  the 
c o u n t r i e s  of t h e  All iance and the world as a 
wl-olc: 10 e 9% on an  annua l   ave rage9  as a g a i n s t  
9% f o r  exports   and 10.9% cm against lo.@ 
for i m p o r t s .  Sales of  g;sain t o  Communist 
c o u n t r i e s   b y  Canada, t h e   U n i t e d   S t a t e s   a n d  
France hclve played  an  important  r ô l e  i n  East/ 
West t r a d e .  For the pe r iod  1962-1965 - the 
las t  yea r  f o r  w h i c h   d e t a i l e d   s t a t i s t i c s   b y  
p r o d u c t   a r e   a v a i l a b l e  a t  t h e   p r e s e n t   t i n e  - 
the y e a r l y   a v e r a g e   r a t e  g f  growth of  NATO 
c o u n t r i e s '  exports  t o  C o m x m i s t   c o u n t r i e s ,  if 
no  account  i s  taken  o f  g r a i n   s a l e s   b y   t h e s e  
t h r e e   c o u n t r i e s ,  has been 02 5.3%. 

3. In i ts  previous   repor t s ,   the   Commit tee  o f  Economic 
Advisers  has i n d i c a t e d  that a s p e c t a c u l a r   i n c r e a s e   i n   t h e  
t rade of c o u n t r i e s  of t h e   A l l i a n c e  with the European Communist 
c o u n t r i e s  could not   be  counted on. It still c o n s i d . e r s ,   i n  
t h e  l i g h t  of the developments of 1966, th2-t du r ing  the 
coming years t r a d e  with the East, while possibly i n c r e a s i n g  
more rapidly t h a n   i n   t h e   p a s t  , w i l l  only  account  f o r  a small 
part o f  the t o t a l  f o r e i g n   t r a d e  o f  ncnber c o u n t r i e s  as a 
whole. 

4. Several Eastern European   count r ies  showed n great 
i n t e r e s t   i n   W e s t e r n   m a n u f a c t u r e d   p r o d u c t s  2nd c a p i t a l  goods 
i n  1966; they   hope   th rough  these  t o  speed up the development 
of the i r   economies .   These   count r ies   could   %herefore  o f f e r  
p romis ing  o u t l e t s   i n  s o  far as they  possess t h e  means t o  
f inance  t h e i r  purchases   wi thout   having   excess ive   recourse  t o  
c r e d i t s .  The development o f  t r a d e  with t h e  USSR - po tcn . t i a1 ly  
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-LSe n o s t  i n t c r e s t i n g   m a r k e t  o f  the Comnunist   countr ies  - 
is d i f f i c u l t   t o  foresce, h s e r i e s  o f  impor-hnt  commercial  
t r a n s a c t i o n s  was concluded   in   1966  by  the USSR with some 
Exropean  countr ies   and i t  i s  t h e r e f o r e   r e a s o n a b l e  t o  suppose 
that -:here will be an i n c r e a s e   i n   t h e  e q p o r t o  of the A l l i e d  
coU.ntrics. On the   o thc r   hand ,  i f  ";he progi-ess shown i n  
1966 i n   S o v i e t   a g r i c u l t u r e   c o n t i n u e s  this y e a r   a n d   i n  follow- 
i n g   y e a r s ,   t h e   g r a i n   s a l c s  by N o r t h  America i o  the European 
Cormuni s t   coun t r i e s   nay   d rop   sha rp ly   i n   compar i son   t o   t he  
l e v e l  t h a y   h a v e   r e a c h e d   i n  the l a s t  t h r e e   y e a r s .  It should  
be  noted,  however that the 3-year wheat  ageer;zent  between 
Canada  and t h e  USSR has still t w o  y e a r s   t o   r u n ( 1 )  e Should 
t h e r e   b e   a n y   s u b s t i t u t i o n  for g r a i n   i m p o r t s ,   t h e  USSR would 
be nore l i k e l y  t o  cxpcnd  ilxport-s -of c3pi';;al  goods ra ther  
than  inpor- ts  o f  consumer goods ;  i t  appearsp   honever ,  that  
the  composi t ion o f  cap i t a l   goods   o rde red   i n   1966  rnay have 
s!lifted somewhat from bas i c   heavy- indus t r i21   mach ine ry   t o  
equipnon-'c that p r o d u c e s   d i r e c t l y  f o r  c o n s - a i ~ e ~ s .  

5. A s  far as Conmunist Chi= i s  concerned, - whose 
t r a d e  with the Inenber c o u n t r i e s  o f  t h e   A l l i a n c e ,   e x c e p t  the 
U n i t e d   S t a t e s ,  showed a sharp i n c r e a s e   i n  1966 - it i s  
p u t i c u l a r l y   d i f f i c u l t  t o  nake   any   fo recas t s .  This coun t ry  
will p r o b a b l y   c o n t i n u e   t o   o b t a i n   i n  the Wes'l; the g r a i n s  she 
lacks ,   because  of the d e m o g r a p h i c   p r e s s u r e   f e l t  a t  p r e s e n t .  
Her g r o w i n g   i n d u s t r i a l i s a t i o n   s h o u l d   b r i n g   a b o u t   a n   i n c r e a s e  
i n  the o rde r s   g iven  t o  the i n d u s t r i c - l i s e d   c o u n t y i e s   o f  the 
Free World,  but the lii-nited  currency  reso-ctrces a-b Ch ina ' s  
d i s p o s a l  will cont inue  t o  be a c o n s i d c r a b l c   o b s t a c l e   t o  the 
development of her t r a d e  with t h e  West. 

OTA.IT/NATO 
P a r i s  p (16e) .  

(I.) Sec C-R(66)28, paragraph  19 .  
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1. I n   1 9 6 6   t h e   s a l e s  of t h e  Europezn coun-tr ies  o f  
NLlTO to the  USSR, $587.60 m i l l i o n  wc1-c p r a c t l z a l l y  on 3 
l a v e l  with those of the two p reced ing  yeax's e O n  t h e  o t h e r  
hand   i npor t s  fron t h e   S o v i e t   U n i o n   i n c r e a s e d   f w ' t h e r  t o  
attair, $1,214 n i l l i o n ,  o r  lO.5$ in3rc thm i n  l9G5. The 
trade d e f i c i t  of the  European  c .ountr ies  of  L I T 0  with t h e  
USSR t h e r e f o r e   i n c r e a s e d ,   r e a c h i n g  $626,1?O m i l l i o n n ,  o r  f i v c  
t i n e s  more than i n  1962  and 23.$ ... n.ore ..khan i n  1965.. 

v 

2. The o p p o s i t e   s i t u a t i o n   o b t a i n s   i n  'cmde r e l a t i o n s  
between  the USSR and thc Forth American co%&&cs of t h e  
" Al l i ance .   In   1966   t hese   coun t r i e s   so ld   D38 .16-mi l l i on  w o r t h  
o f  p roduc t s  t o  t h e  USSR, o r  48.8% more t h a n   i n   1 9 6 5 ,   c o n s i s t i n g  
p n r t i c u l a r l y  of g r a i n s .  I-Iowever, they   on ly   bought  $59.76 
n i l l i o n  w o r i h  o f  p roducts .  Even th i s  nodes-t  :Figure i s  14% 
above that f o r  imports   in   1965,   which were a l r e a d y  more than  
t v i c c  as high as those of 1964. The "cradc b a h n c e  o f  
N o r t h  Aner ica  with the USSR has been c o n t i n u a l l y   p o s i t i v e ,  
i n c r e a s i n g  from $5.16 m i l l i o n   i n   1 9 6 2 ,   t o  $273.40 m i l l i o n  
i n  1966 : the la rges t  surplus was how-Ter  a t t a i n e d   i n   1 9 6 4  
with $415.12 m i l l i o n  . 
II. Eas te rn   Europe(1)  

3. Exchanges  between  the XATO c o u n t r i e s  of Europe 
an? the Eas t e rn   European   coun t r i e s  have contirmcd - t o  p r o g r c s s  
as t h e y  have a l r e a d y - d o n c   f o r   s e v e r a l  years . Exports  p 

$2 24-6 mi l l i on   have   i nc reased  by 27.6$ in   comparison with 
1965  and  imports   $2;006.73  mil l ion,  by 12.7$. In   1966,  
f o r  the f i r s t  time d u r i n g   t h e   p r e s e n t   d e c a d e ,   t h e   t r a d e  
balance o f  the European   count r ies  of >JATO with Eas te rn  
Europe vms a c r e d i t  one (+  $239.27 m i l l i o n ) .  

Ar . Exchanges  between . the Nor th  h c r i c &  c o u n t r i e s  o f  

s a -b i s f ac to r i ly   i n   1966 .   In   compar i son  v r i t h  1965 B e x p o r t s  
$225 .l2 million r o s e  by 15.9% a n d   i n p o r t s  $161.16 n i l l i o n  
by 3174, The t r ade   ba l ance   con t inucd  t o  b e   f a v m r a b l e  t o  
North Arderica with a surplus of $63.96 m i l l l o n .  

- NATO m d  tile Eas t e rn   European   coun t r i e s r  also 2L-ogressed 

Ill , C ormun,i s t China 

5. Trc2de betweal Communist  China a ~ ~ d  'ihc European 
countries-of the A l l i a n c e  progressed i n  a remai-lrable w a y  LE 
n 6 6 .  Western Europe, 8 s  a w h o l e ,  i n  f ac t  becme the chief 
su;2plier a n d   c l i e n t  o f  Communist  Chinzl. Exports  yeached 

(1) Albania c, Bulga r i a  g Hungary,  Poland, Ruuania  B 

Czechoslovakia and Sovie+woccupied  Zone of Germany. 

-5- -1 NATO R3STRICTED 
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$422.40 m i l l i o n ,   a n   i n c r e a s e  o f  35% ovcr 1965 - a year   which 
a l r e a d y  showed a v e r y   n a r k e d   i n c r e a s e ,   I n p o r t s  f rou  t h e s e  
c o u n t r i e s  also deve loped   s t rong ly  t o  r e a c h  $360.79 n i l l i o n ,  
o r  23% n o m  than   in   1965.  For  the   s econd   consecu t ive   yea r  
China had a t r a d e   d e f i c i t  (- $61.61 a i l l i o n )  with t h e  
European   count r ies  of the Al l i ance .  

6. Transactions  between  Comnunist   China and t h e  Mort11 
American  countr ies  of t h e   A l l i a n c e  are in fac,-t l i n i t e d   t o  
exchanges with Canada.   Canadian  exports   reached  their  
h i g h e s t   f i g u r e  o f  this decade i n  1966 with $171 n i l l i o n .  
Showing a 76% i n c r e a s e  over  1 9 6 5 ,   t h e s e   e x p o r t s   a r e  a1nos-b 
e n t i r e l y  composed o f  g ra in .   Canadian  i n p o r t s  have a l s o  
i n c r e a s e d  f rom $17.32 n i l l i o n  i n  1965 t o  $19.08 m i l l i o n ,  o r  
43% morc i n  the space o f  a year. The Uni t ed   S t a t e s ,   wh ich  
sells notl l ing t o  Comunist   China,   bou-ght   products  t o  t h e  
value of $120,000 in   1966  o r  f o u r   t i n e s  l e s s  than  the a l r e a d y  
i n s i g n i f i c a n t  amount o f  t h e   p r e v i o u s . y e m .  

NATO I?.ES!l!RIC~ED -6- 
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TLBLE I 
I__” 

I 

1 Belgiwn/Luxembourg 

i I ce l and  i 

I t a l y  

R e t h e r l m d s  

Norway 

Por tuga l  

Turkey 

United Kingdom 

! 
I 

! 

1.7 

Ci 03 

1 O 1  

15.0 

2.9 

I 

i 200 

4.2 

! 4 .4 
1 6 , o  
I 

1 22.9 I 
l 11 c.9 
! 
! 5.2 

l 2 .O 

! 
l 
! 

i 

i 
~ 3 O 4  

I 

1.1 

i 1 5 . 2  

305 

(1) In t h e  c7“se of t h e   F e d e r a l  Republ ic  o f  Gennany - figures ’ 
comprise  both exports  m d  interzonF-l trade d e l i v e r i e s  -L: 
the   Soviet-occupied.  Zone of Germany, 
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TABLE II 

i 
1 1962 l 

i 1365 
l 

Eelgiwn/Luxenbourg 

Denmark 

F r m c e  

Federal   Republ ic  of  Germany(1) 

1 
l 
I 

l 

l 

Greece 

I c e l a n d  

I t a l y  

Nether lands  

Norway 

P o r t u g a l  

Turkey 

Uni ted  Kingdom 
. .. 

T o t a l  Nf&TO Europe 

C?-nr?da 

U n i t e d   S t a t e s  

t 
Î 
! 

i 
4.2 1 4.3 

I 

Tot21 NATO 
! 
i 
j 3.1 i j 3 e 3  

1966 
. .  

2 .l 

L; .6 

3.4 

5.9 

8.3 

11.3 

6 07 

2 03 

3.2 

103 

11.6 

4.6. 
. .. 1 

4.5 

1 i 0.7 ' I 

i 
3.4 ? 

I 

i 
1) Ia t h e   c a s e  of t h e  Federal Republic o f  Germmy, Eibpre 

coniprise  both  imports md i n t e r z o n a l  trade d e l i v e r l e s  from 
the   Soviet-occupied Zone o f  Germmy. 
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THE  DEVELOPMENT OF NATO  COUNTRIES'   TRADE 

WITH  THE  WORLD  AND  THE  COMMUNIST  COUNTRIES  1958-1966 

E V O L U T l O N   D U   C O M M E R C E  D E S  PAYS M E M B R E S  D E   L ' O T A N  
A V E C   L E   M O N D E   E T   A V E C   L E S   P A Y S   C O M M U N I S T E S  1958-1966 

N A T O   E U R O P E   E X P O R T S  1960 = 100 ( * )  
EXPORTATIONS DES PAYS  EUROPEENS MEMBRES D E  L'OT4hi. 1960 100 
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(*) The  absolute  values (million US $) for 1966 would read as fol lows : 
USS;! = 588 ; Eastern Europe = 2,246 ; Communist China = 422 ; World = 73,346. 

Pour 1966, les valeurs absolues (en millions de $ des E.U. )  sont les suivantes : 
URSS = 588 ; Europe de l'Est = 2.246 ; Chine Communiste = 422 ; Monde = 73.346. 
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T H E   D E V E L O P M E N T  OF N A T O   C O U N T S I E S '   T R A D E  
WITH  THE  WORLD  AND  THE  COMMUNIST  COUNTRIES 1958-1966 

E V O L U T I O N  DU COMMERCE  DES  PAYS  MEMBRES DE /"OTAN 

A V E C  LE MONDE E7 A V E C  LES PAYS  COMMUNISTES 1958- 1966 

N A T O   N O R T H   A M E R I C A   E X P O R T S   1 9 6 0  = 100 (*) 
EXPORTATIONS  DES  PAYS  NORD-AMERICAINS  MEMBRES DE L'OTAN, 1960 = 700 I*) 

Communist C 
Chine comnut 

(*) The  absolute,values  (million US $) f o r  1966 would  read as follows : 
USSR = 338 ; Eastern  Europe,= 225 ; Communist  China = 171 ; World = 39,451. 

Pour 1966, les voleurs absolues (en millions de $ des E.U.) sont les suivantes : 
URSS = 338 ; Europe de l'Est = 225 ; Chine communiste = 171 ; Monde = 39.451. 
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T H E   D E V E L O P M E N T  OF N4TO  COUNTRIES '   TRADE 
WITH  THE WORLD AND  THE  COMMUNIST  COUNTRIES  1958-1966 

E V O L U T I O N  DU COMMERCE  DES  PAYS  MEMBRES DE L'OTAN 
A V E C  LE MONDE E T   A V E C   L E S   P A Y S  COMMUNISTES  1958-1966 

N A T O  E U R O P E   I M P O R T S  1960 = l o o ( * )  
IMPORTATIONS DES PAYS EUROPEENS  MEMBRES  DE L'OTAN, 1960 = 100 r*) 
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( * )  The  absolute values (mill ion US $1 for 1966  would  read as follows : 
USSR = 1,214 ; Eastern  Europe = 2,007 ; Communist  China = 361 ; World = 79,184. 

Pour 1966, les valeurs absolues (en millions de $ des E.U.) sont les suivantes : 
URSS = 1.214 ; Europe de l'Est = 2.007 ; Chine communiste = 361 ; Monde = 79.184. 
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T H E   D E V E L O P M E N T  OF NATO  COUNTRIES '   TRADE ___~_____"__  
WITH  THE  WORLD  AND  THE COWM-UNIST COUNTRIES  1958-1966 

E V O L U T l O N  D U  COMMERCE  DES  PAYS  MEMBRES D E  L ' O T A N  
A V E C  LE MONDE ET A V E C  LES PAYS  COMMUNlSTES  1958- 1966 

N A T O  NORTH AMERICA  IMPORTS  1960 = 100 ( * )  

IMPORTATIONS DES PAYS  NORD-AMERICAINS  MEMBRES D E  L'OTAN, 1960 = 100 ( * )  

1958 1959  1960  1961  1962 1963 1964 1965 1966 

(*) The  absolutes values (million US $) for 1966 would  read as fol lows : 
USSR = 60 ; Eastern  Europe = 161 ; Communist  China = 19 ; dorld = 34,493. 

Pour 1966, les valeurs absolues (en mill ions de $ des E.U.) sont /es suivantes : 
URSS = 60 ; Europe de l 'Es t  = 161 ; Chine communiste = 19 ; Monde = 34.493. 
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