
CONSEIL DE L'ATLANTIQUE NORD 
NORTH ATLANTIC COUNCIL 

'l'U,.DE l;ETT$EEN THE NATO AJTD COfJnvIUNIS T COUl'THIES IN 

23th  Report by the Economic Committeg 

Note by the  Chairman 

The attached repo2-t has been prepared  mainly on the 
basis of  OECD fo re i   t r ade   s t a t i s t i c s  compiled by the 
Internatfonal Staff r I.); it consists o f :  

œ.. the  report  proper, which deals with the pattern 
of foreign trade between th EAT0 countries and 
the  Comunis t count ri e s  in 1975 (2)  , devel ogment s 
i n  1976 and the  outlook f o r  1977; 

khree Annexes, the first containing a detai led 
ana lys i s  of  t rade between the MATO and the  Comunist 
countr ies   in  1975, the second  giving an account of  
t r ade   i n   t ha t  same year between the Isztte;- and- the  
non-NKTO member countries of the OECD and the th i rd  
consfsting of a s e r i e s  of s t a t i s t i c a l   t a b l e s  and 
graphs 

2, This document is forward t o  the Council- f o r  
information. 

(Signed) J. BILLY 

NATO, 
1110 Brussels. 

-dated 24th Sep temE,  1976 
(2)  Comu2i s t  Caun-tries 

) L -  < dated 2nd Zuly, 1 and 

- Zasiern Lkrope: Poland Hungary, Bulgaria,  Rmmia, 

- U r : T  3 di. - China - Others: Albania, Xor-th Korea, Mor-Ch Vietnm 

Czechoslovakia and GDR 
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N A T O  U N C L A S S I F I E D  

C. Trade with China 

D. Trade wlth  the o-ther Communist countries 

E. Special  case o f  Yugoslav trade  with  the 
Communist countries 

&\:$&L I I I " - -,TT7 

"-A 

""-Cu Table E: NATO countries*  exports t o  the  Communist 
cotbntries 8s a percentage of  t h e i r   t o t a l  
exports (1971 t o  1975) 

countries as a percentage-  o.f..their t o t a l  
i m p o r t s  (1971 t o  1975) 

U T 0  countries*  trade with the  Communist 
countries a14 with  the w0rI-d (exports) 
between 1953 and 1975 

" Table II: NATO country i q o r t s  from the  Communist 

""-CI WbLe III:: Recqi tu la t ion  of the  overal l  growth  of 

l I 

Paragraphs 
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11-13 
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Summaq 

l. Between 1971 and 1975, trade between the J%iO md 
the Cornmis t  countries grew rapidly  but unevenl-y:. LLlLed 
countries'   sales  increased 3.4 fold and their  purchases 2..4 
f o l d .  T h i s  led  to  a significant  increase in t h e i r  t rade 
surplus  vhich during the  period under review  climbed t o  
$17.3 mill-iard. Having financed most of t h e i r   d e f i c i t  by 
mems of Western c red i t s  and loans,   the Comunis t  cousrrti?ies 
are now faced w i t h  a leve l  of indebtedness in  convertible 
currencLes which i n  some cases i s  disturbingly high (see 
paragraghs 8-12.) 

2. EAT0 country e , o r t , s  t o  the Communist countx9.es as 
a tElhol-e ($22.65 milliar.* b 26% i n  1975 mainly as a 
consequence of the  big jump (78%7 i n   s a l e s  t o  the USSR 
($8.6 milliard) generated by the  resumption of  grain  pwchases 
and a steady flow of orders for industrial   plant.  Sales to 
Eastern I,Lzrope ($11e6 milliard) rose more slowly (l@<) 
ref lect ing  the  effor ts  of those  countries e0 keep down t h e i r  
d e f i c i t  wfth the West. Deliveries t o  China ($2,2 mi2llard) f e l l  
by 435 as  e r e s u l t  OP sharp  cuts  in Chinese  buying o f  agricul- 
tural produce. NATO country imDorts ($14.65 rnifliarcl) rose 
by only 7yi under the combined --"T e€ ec S of t h e  economic recession 
m d  a slower r a t e  o f  increase in  the  price of Commtwlist 
countries'  exports (paragraphs 13 t o  17) . 
G e g p n  was the  leading  exporter t o  the Co 
5 d d  by the United S ta tes  and E r a c e ;  
best  cus-toner, -and drance  (paragraph 18) 

4 .  The Corn-unist countries account f o r  only a very small 
proportion of Allie-d  countries,'  trade: . 3 *,2?$ of - imports .and 
5p!-7i; of eqo; "%s i n  1975 although for some countries a e  Eastern 
markets  provided an appreciable  outlet. On the  other hand, ItATO 
countrkes play a re la t ive ly  much bigger p a r t   i n  Commnist 
cou-itries*  trade: 197; of  sa les  and 2756 of purcllases i~ the  
case 02' the  Soviet Union and the  Eastern  countries combined and 
1546 and 30$ r e specave ly   i n  t he  case of China.  During "te  year 
under review, however, overal l   t rade with the  European 
Communis% countries  dropped  mainly  because of the  increase is 
prices  v.i-t;B?in the CQMECON, wf?ich have increased  the value of 
intra-COPZCOi' trade,  the  drop  in  the denand for certsdn goods 
i n  the Wes% and the ef for t s  of the Communist countries to 
exercise more control over their  purchases  fmm  the  ?test 
(paragraphs 13 t o  23) . 

5 EAT0 country t o  the  Soviet Union i n  1976 w i 3 - 1  
probably mount t o  bet  and 8.8 mil l iard vhicb is about 
the same as i n  1975; sa les  t o  Eastern Europe w i l l  p-obsbly 
drop sLight3-y -to about $11 milliard; 6e l iver ies  .to China, also 

3. Among the  Alliance countries, the 

.. .. 
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N A T O  U N C L A S S I F I E D  

16, NATO eountries'   exports t o  China ($2e2 mfllfard) 
Pel1 last  year by 4% mainly as a r e su l t  OP reduced buying OP 
agricultural  produce f r o m  North America, 

(b) Imports 

17. The r a t e  o f  increase in IUT0 countries '  imports 
Vr8.s f a r  lower than in the  previous  year:  purchases f m a  the 
USSR ($5,2 milliard) increased by 9% as coapared with 4876 i n  m and Srarn the  countries ( $ 8 e 2  milliard) by.6$ 
as compared with 2 e increase i n  imports f r o m  China 
($1 mill iard)  was i n  1974) , This development 
reflects a lower r a t e  of increase in the unit   value OS 
Communist countries? sales ra ther  than a drop in the voI-unoe 
of the  Lat terfs   exports  t o  Alliance  countries markets(7,) 

(c) rein tradin-rtnere 

18, Among the NATO countries p the Federal R ublic ~&- 
Geman remained  ~e main supplier of m ~ ~ ~ ~ ~ + r n w ~ s t  
d e s  In  1975, followed by the * S al! bance. 
hj3orts  by.,those  three  countries t o  7 3 * 1  F 
$3 milliard respectively and accou 1495 anci 1356, 
or 65% i n  al1 (two th i rds )  of t o t a l   s a l e s  by the NATO grnup. 

by the Alliance  countries as a *ole. 

(d)  C-endence on t rade . .  . 

l§* After  stagnating in  1974, the share of total exports 
f r o m  NATO cuuntries taken by the Communist countries rose i n -  
l975 f r o m  4.3% t o  5.1-75. In  the case of some BP-TO countries, 
mainly the Federal  gepublic,  France and I t a l y ,  the  relative 
. s ize  02 the  Esstem.  markets  .increased significantly(2) This. . . 

developneat came within the context o f  a n ~ c h  smaller Increase 
i n  worldwide e -qor t s  by the  three  countries concerned. The 
situakion i s ,  however, unlikely t o  recur in 1976 since world 
trade has recovered t o  some extent, The posit ion held by -the 
Comnnunist countr ies   in  t o t d l  Alliance  countries'  imports in 
1975 was, however, about the same as in  the  previous  year: 
3,274 as compared with 3.176e Apart f r o m  Iceland, which gets most 
o f  i t s  o i l  fmm the USSR, the re la t ive  posi t ion of &e Eastern 
countries as suppliers t o  the West was a small ane(3), 
m i x  - L, paragrapE- However, ' a y e a r  -* 

picture o f  developments, volume-wise, can only be obtained 
by couparing s t a t i s t i c s  f o r  each individual prociuct for 
1974 and 1975 and these  are  not  avaiiabl-e for -the present. 
See Annex III, Table I, 
See Annex III, Table II, 
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N A T O  U N C L A S S I F I E D  

C-M(77)12 -9- 

20, The NATO countries  are  important customers and suppliers 
f o r  the Communist countries.  In 1975(1) they accounted f o r  19% 
of the  combined exports and 2796 of  the  imports of the Soviet 
Union and Eastern Europe. A s  regards China, thy are believed 
t o  have accounted for 15% of  i t s  exports and 30% of  its imports(2). 

21, Xonetheless, the real t lve  posi t ion held by NATO countr ies  
in   overa l l  East European trade between 1974 and 1975 9e!-1 f r o m  

' . 2496 t o  .Z-% 3-f exports and f r o m  31% t o  2'7% h the case 
of  imports. This drop i s  mainly due t o  last year 's  wysurge i n  
inter-regional  trade and in trade with the Soviet Union and 
r e f l ec t s  the increase  in   pr lces   appl ied t o  intra-CO&ECON trans- 
actions as well as the  volume increase i n  E a s t e r n  ntrope's 
transactions which was higher with the  aforementioned zone than 
w i t h  the  ULiznce  countries(3).  As pointed  out by the  United 
Nations Economic  Commission f o r  Zurope, this real increase  in  
intra-CON3CON t rade   par t ly   re f lec ts   the   increase   in   indus t r ia l  
co-operation between the members of tha t  Organization(4). 
Account should  also be taken of t he  efforts by ce r t a in  
Commtqist countries to exercise more effective.  contmI Over 
imports $aid for  in  convertible  currency a d  of t h e   e î n  --rect on 
the  development of  their  t rade with t h e   c a p i t a l i s t  coun t r i es  
o f  t he  economic slowdown in  the  ?test ,  

b 

O 

22,  TA^ geographicdl  .pattern of Soviet  trade in 1975 was 
influenced by trade flows : the  Alliance  country  share of Soviet 
expor t s   f e l l  f r o m  18% i n  1974 t o  16% f o r  the  reasons laich- 
applied in  Eastern &rope. On the other hand, the r e l a t ive  
posit ion  held by NATO countries as suppl iers  to the Soviet Union 
rose over %he same period from agi; In  1974 t o  24%. 

23, As f o r  the r e l a t ive  importance of  the advanced marke'c 
economy countries as a whole i n  Communist countries '   trade,  it 
w i l l  be fotrnd that  the OXCD countries  supplied  the  Soviet Union 
i n  1975 wi-th -39% of i ts  total imports and took 29% O€ its 
exports,  In some Eastern -European countries  these  percentages 
were higher,   particularly so i n  Poland where -the f i g u r e s   m r e  
,5236 and ,3496 and. i n  Runania there. .they were. 44% and. 37$;(5) 

and OECD"tatistics . - 
I. 

t e s  based on CIA evaluations of total Chinese t rade 
i n  1975. 
It cw). be  estimated, on the basis of Sov ie t  S'catiSticS and 
Vra evaluations, tha t  the E a s t  European countries  Sncreased 
the volume of t rade among themselves and with Lhe USSR,by 
about 10% in  1975 (prices moreover m s e  by average of 
20%); on the  other hand, the   real   increase in the i r  trade 
w i t h  the NATO countries was probably  zero (the increase of 
about 8% i n  value  being  primarily due t o  the  effec-i;s of 
pr ice  movements) . 
Source: UN, Economic Survey of mmpe i n  1975, 
Source: GATT, Annual Repor t ,  1976 

. 
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A s  for Cllina, trade with the OECD coun%ries  (about 675: of i t s  
parchases and 41s.; of i t s  sa les  i n  1975) w s  almost dctub1.e i t s  
trade witkt Alliance  countries only, This difference c m  

trading pastner (1) 
., obviousl-y be explained by Japant S posit ion as China* S principal 
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from January 
Europe sa les  

1975 t o  June 1976, it can be forecast  tha t  NATO 
t o  tha t   a rea  id11 t o t a l  about $9,,5 milliard t h i s  

. 
year (as compared with $10.5 in  1975). North American sa les  
may, howeverL r i se   s ign i f icant ly  to some $1,5 milliard- given Yne 
greater  volume of agr icul tural  produce -t;O be supplied by t he  
United  States. To ta l  NATO del iver ies   in  1976 could -&erefore 
t o t a l  some $21 milliard &ich means a drop of about 5% in 
re la t ion  t o  1975. Between January and June 1976, NkrO couMtry 
imports fmm Eastern Europe ($4.5 m i l l i a r d )  mse by 7-35';; a 
1096 increase f o r  the  year seems l i k e l y  W:?. Chis would bring 
t he  value. of the imports up t o  $9 milliard.  E a t e m  Eumpe~s 
trade d e f i c i t  with the  Alliance  countries in 1976 could therefore 
be of the order of $2 milliard as  against  $3.4 milliard l a s t  year. 

. 

27, In the  light of  the  trer,ds  described above, tk\TO 
countrtes? exports to the Euro e m  C o r n m i s t  countrlos could total 
$19.5 t o  20 milliard in 7-3~~$ex$eas A m p o ~ ~ ~ ~ e  couxrtries 
could come t o  about $15.5 milliard, Tais wm7-d give t k e  
Alliance  countries a surplus or" $4 t o  $4.5 n.3"iard (as compared 
with $6.8 n i l l i a rd  in 1975). If to these figures are  added t hose  
taken fmrn a l inear   extrapolat ion of t rade between the USSR 
and Eastern Europe on the one hand, and the eight rron-DLlLTO OECD 
oountries on the   o the r ( l )$   s a l e s  by OECD c m a t r i e s  t o  the  
3uropean  Comunist  countries will t o t a l  m estimated $27 t o  $27.5 
milliard w l l s  year,' and exports by the Latter t o  the (XCD zone 
will total $21 milliar<* The Soviet and East Europeau7, t rade 
d e f i c i t  in i ts  transa.ctions with the non-Comunist  b-dus'crialized 
countries vould  consequently be between $6 and $6.5 ai?.!.iard 
(as corcpared IRTith $8.2 mil l iard  in  1975) . 

28. During the first half o f  1976, Allimce  counkries' 
exports "Go China ($3.1 milliard)  rose by 6%. This development 
was the r e a m f  divergent  trends in NATO h m p e  and KAT0 N o r a  
American sales. The first m8e by 33$i9 mainly as a consequeme 
of the  supply by Germany and France of i n d u t r i a l  plant ordered 
i n  previous  years;  the second f e l l  by 40% a f t e r  a further CU% 
i n  Chinars  purchases of agr icul tural  produce (partim2-arly grain 
and cotton). Over the  whole of ~e year, a s l igh t  d m p  (about 
5%) can be expected Fn Alliance  country  exports which wi.11. total 
about $2.1. milliard. 

29. .  During the  same half year,  Alliance  countries'  
impor ts  ($0.6 milliard) increased by 12% and -this trend should 
continue  during  the  second half of  t h e  year6  they cou32 %erefore 

0.9 mil l ia rd   for  China (as compared with $1.2 milliard i n  3.1375). 
II! forecest  of t rade betweerz the Latter  country and aZi the  
industrLd-ized market economy countr ies   in  1976 is not  emy 
since the trend of Sfno-Japanese trade, which i s  the  predominant 
factor, is  uncertain and subject t o  sharp fluctuations. .  
V u i . ~ s - t ~ - i  a , F F ï E m ~ r e l  m i ?  ~ a g  a i '  

"4. -ci L . T c n . w "  

r )  

about $1.2 rnil.2iard &ich muld  mean a trade gq? of about 

Sweden and Switzerland 
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P 

B On the basis of  very ten ta t ive   es t iaa tes ,  it may be assurned -that 
Chiyla3s sa les  t o  the OECD countries as a whole could regresent 
some $2.2 mîl1ia.x-d and i ts  purchases f r o m  t h e   l a t t e r  a,bout $4.3 
milliard, Ci?ina?s  trade gap with the non-Communist developed 
countries would thus stand at  $2*1 mill iard,  o r  about the sane 
as in 1975, 

' - (iil) "k U 

(a) =with the  Soviet Uvioi1 and  ~2stem- 

30. 2or.ecasts of ' t rade between the NATO and Euar'opean 
Comun2.s.i; countries  are hampered by the unpredictable development 
o f  ce.rtarln  fa.c.tors thich  underpin sucla traie. Y " e  t h e  Z i v e  
year plans of' the  Eastern economies include S section on foreign 
trade +his is drafted in language which i s  Ear too  general t o  
allow a precise  prognostication of East-West trsde. in adcli-kion 
imports by -3zropea.n Cormmist  countries fmm the ?!est over t h e  
past five years have ,of ten been used to make good the  inadequacies 
of  domestic  production and t o  permit the achievement OP planning 
ta rge ts  in a number o f  indus t r ia l  a d  agricul+,ural secbrs ,  
whereas t h e i r  e-xports to the  industrialized  Yestem  countries llslitpe 
been d i r ec t ly   t i ed  t o  f luctuations in  deman6 from the Xatter, 

3x0 KAT0 country  sales will continue -to depend on the 
overall   orders f o r  indus t r id-  goods placed by the US92 arrd 
Eastern -Europe w i t h  the advanced non-Comwist  co~mtfles. The 
s i ze  02 orclers in 1974 and l975 which Gas consider&le(l)  would 
seem to   Ind ica te   tha t  the level  of plant del iver ies  &?-l- reaain 
hi& i n  S977 and even i n  1978. En the i r   p lans  f o r  L~75430, all 
-&-e European Coxmunist countries have la id  emphasis on inprovenents 
in   product ivi ty  a d  on the modernization and deve1opmn-i; OP 
industrial sectors such as energy,  chemistry and eleclm-mechaical 
en@neering, This b e b g  so, t k e i r  technology requLremenLs will 
remain  Large m d  will c a l l  f o r  substant ia l  i q s r b s .  1x1 view 
of  t h e i r  -ktechnoLogical lead, the non-Comunist industrlaLized 
couDtrles, especially  the  Alliance countries, are particularly 
well placed t o  sa t i s fy   these  needs. 

32, The Eastern  countries?  requirements f o r  ag?z-cultural 
pfoduce  could  remain high but will depend on harvest  resuI"ts. 
Agreements have already been reached! with the  United  States foi. 
the yearly supply of LO t o  12 million  tons of grain Lo .  the U15XIs, 
Poland aixi the GD2. These t rmsac t ions  wil-l .be mr-Ch between 
$6.5 and $8 mil l iard a t  1975 prices and del iver ies  wi2-1. be 
s-kggered  over  the  period Lg76-lg81- . 

3:). ~f exports f r o m  Vestern  countries to the U3SR and the 
Eastern L3mopean countries  continued -to grow, -this was poss ib le  
malvrly becarxe o f  the financial  assistsnce  given to the '  Eastern 
cowxtries. The Indebtedness of the   l a t te r   has ,  however, reached 
proportions which are  a source of concern,  not  only t o  
m o v i ? ~  orders aLon-t# pEced  in Yne 1:- 

1974 and i n  1975, t o t a l l e d  some $8 milliard,  

"7 " 

. _  - 
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N A T  O U N C L A S S I F I E D  

m .  -1 3- 

t h e  ?Jestern  bankers  but  also t o  the  Eastern  borrowers(1). In  the 
ce.se of Poland, f o r  example, the  servicing of the  debt mops up 
about 29% of  hard currency  earnings  from'exports; in   the  case 
of the  USSR the  percentage i s  believed t o  be i n  excess of 2076, 
Pre-occupied by t h i s  trade gap, the  European ComrnunFst c o m t r i e b  
are  attempting t o  bui ld  up exports and t o  exercise  greater 
s e l ec t iv i ty   i n   t he i r   impor t s  o f  indus t r ia l  goods. This fac tor  
will probably make f o r  Û slow-down i n   t h e   r a t e  o f  growth i n  
W'estern sales.  X second inhibit ing  factor  could be the  possible 
f a i l u r e  of  Eastern  effor ts  t o  boost  exports  to  the West since 
the   i nab i l i t y  t o  iacrezse  currency  earnings would force them t o  
cu t  back on procwment.  I t  i s  worth remembering in   th i s   contex t  
that  the 1977 prospects f o r  economic expansion i n   t h e  non- 
Comnunist industr iz l ized  countr ies   are   less   promising  than a few 
months ago; i n  per-iifcular  the ra te  o f  increase of stockpiling 
w i l l  probably  slaclieu. This being so,  the  West's need f o r  
imports  could dirc?ikzish. 

34. Depressed economic condi t ions  in   the Vest would  ha.ve 
l e s s  impact on the Soviet Union, able t o  r e l y  on i t s  own o i l  and 
natural   gas,  than on the  Sast eOU&riers, ! C h a b .  pWi%isZl 
of  t h e   l a t t e r  is  weaker, their   penetrat ion o f  Yestern  markets has 
already  been  brought up short by the  lack o f  d i v e r s i t y   i n   t h e i r  
exports which consist   primarily of  agricultural  produce, semi- 
processed  industrial goods and cer ta in  consumer durables. To 
keep 2 hold on t h e i r  markets,  the European Communist countries 
will i n  a l l  l ikelihood endeavour t o  make procurements p a r t  of  
bar ter   t ransact ions,  The fu ture  growth of t rade will depend 
more heavily  than  hitherto on the  implementation o f  arrangements 
o f  t h i s  type, Tizese w i l l  be matte eas ie r  by the accpis i t ion by 
the  Eastern  countries o f  Western technology  designed t o  improve 
the  qual i ty  o f  their   exports t o  the  West, 

(b) Trade with China 

35. TraditioEally,  China's  imports from the  Alliance 
countries  -have  ,included a high  proportion o f  agr icu l tura l  
products(2). The good harvests of  the  past  two years have 
enabled it t o  cu t  back this   type of  purchase  quite  considerably. 
In 3975 a d  i n  1975, the  reduction was more o r  l e s s   o f f s e t  by the 
increase   in  i t s  i x j o r t s  o f  indus t r ia l  goods. It i s  obviously 

Tl )  This indebtehess  has been put  by the  United  Nations 
Economic Comission f o r  Europe a t  about $26 m i l l i a r d   a t  
the  end of 'IYï'5, while  according t o  other sources  the  f igure 
i s  about $30 iÎiilbiard made up as  fo l lows:  l l milliard f o r  
the USSR, 7 milliard f o r  Poland and 12  mi l l ia rd  f o r  the  
other  Eastern Zuropean countries. 

(2) In 1974, 3096 OP Alliance  country  exports t o  China consisted 
o f  such products,  

hT T O U N C L A S S I F I E D  
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not   posdble  to forecast  China's  grain  requirements for 1977 
but a new development, which could have an adverse effect on 
the expansion of Vestern  safes, has been the  apparent  reduction 
in Chinese orders f o r  cap i ta l  equipment in 1975 and h 'the first 
half of 1-976, If, in   addi t ion,   del iver ies  of agr icu l tura l  
products remain a t  their   present   levels ,  a decline in tote:! 
NATO coun-try exports t o  China seems l ikely.  

36, In   the loxrger term, the outlook for the grotrtli o f  
Alliance  countries'   exports m u s t  be  seen  against the background 
OP changes in the pat tern OP China's trade with %he non-- 
Communist countries as a v&ole and Japan.  China's mivl 
trading  partner,  in  particular, .as  well  a s  .with Kong Kong and 
Singapore  th which it usually has a substantial  trace balance. 
The l a t t e r   p l ay  a large part in  the  f inancing of i t s  pu- A chases 
i n  the industrialized, market economy countries, 

37. In  this connection and although the t rade pol icy t o  
be adopted by Chinars new leaders remains t o  a la rge   e r ten t  
u n l m o v ~ ,  it seems l ike ly  Ynat any increase in  Chinese  procure- 
ment fron the Alliance  countries will h h g e  on an improvement 
i n  the countryrs  financial  situation.  Despite a signif icant  
reduction 9n its overa l l   t rade   def ic i t  (which, according -to the 
CIA ewe-&s, dmpped f r o m  gC.8 mil l i a rd   i n  1974 t o  $0.4- mill iard 
i n  19753 Chinafs s i tua t ion  i s  a difficult one, Accor6ing t o  
certain  sources(1) i t s  gold and currency reserves shrank f r o m  
about $3 mLZliard i n  1973 t o  $1.5 milliard in  1975, vJhl2-e its 
backlog OP deferred  payments(2) i s  believed ta be $0,9-3!.,0 
milliard at  the  present  time. 

38, .!-S in the  case of the  other Communist countries, 
t he  development of Alliance  countries'  sales t~ China wf.U. 
depend on the l a t t e r ' s  export capabi l i t i es  which vriII. l n   t u rn  
he subJect to the  world economic s i tua t ion  and t o  t h e  expension 
of  the Chinese economy, par t icu lar ly  w i t h  respect 4x1 o i l .  
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-1- A N N E X  I t o  "T 

1. In 1375 there  was a strong upsur e h NAT9 countries '  
exports t o  the  Soviet Union ($8.6 milliard 7 which .'by comparison 
with "Che previous year  rose by 786 as compared with 1-3:; in 1974. 
This development i s  in   cont ras t  with the  trend of AïLiance 
countries '   sales t o  Eastern Europe which went up by only loi; 
(41% i n  1.974) and -to China which dropped by 4% (+29% Sn 3.974.). 
This being the  case,  the  Sovi'et '  Union's share of .tot& ,WTO 
count r ies !   eqor t s  2A> the Communist; countries rose sharply fmrn 
27% i n  1974 t o  3876, 

2 ,  This increase in NATO countriesr  sales to -the LESR 
has a twofold explanation: on the one hand, the  miumptlon o f  
large-scale  purchases of grain i n  North America and, on the 
other band, sustained-  So-Jiet imyorts  of capi ta l  goods a d  semi- 
finished  products.  United  States and Canadian grain  exports in 
1975 rose t o  sbout $3,5 milliard as compared with $290 s i l l i o n  
in  the  previous year(1); t h i s  lacrease accounted f o r  approximately 
one- th i rd  of the  overall   increase in Alliance  countries? s a l e s  
t o  the  Soviet Union. The la t te r  a lso  stepped uy i ts  impmts 
of  capi ta l  goods and semi-manufactured items, as witness  the 
52% increase (from $4..2-$6.4 milliard) i n  its promreaent,  
c o n s i s t h g  mainly 09 this catego-ry of goods, In the AZuropean 
NATO countï-ies and the twofold increase in  the v a l u e  OS S'Cs 
purchases of machinery i n  the United States  (hhich  mse f r o a  
$225 mil,lion i n  1974 to $547 million) (2) e 

m n r c e c . -  i- CanaZ€an g r a i n   s 3 e s  .to T h e  uS3T"En 
1974- t o t a l l ed  $278 million and $10 million  respec-Zvely 
(source: OECD) . In 1975, United States   del iver ies  
tota?-led $!-;.l milliard  (source: United S t a t e s   s t a t i s t i c s ) ;  
Ln the case of  Canada, p r a c t i c a l l y   a l l  i t s  exports -t;o the 
Soviet Union ($402 million)  are  believed "CO have been 
acoounted f o r  by grain,  

Sov2e-l; i m  o r t s  o f  machinery i n  1975 (including.transport  
equipment P fmm industrialized, market economy, countries 
increased by 86:s as comgmred with about 20% f o r  semi- 
manufactures. This s i tua t ion  marks a break with the  trend 
in  previous  years when Soviet   prchases of Vestem sepni- 
manufactures grew f a s t e r  than i ts  purchases 02 macblnery, 
This development will. be taken up i n   t h e  EconomLc 
Directorate's  forthcoming  study on the  s t ructure  by 
category of t rzde between -the IU.TO 2nd the Commu.nis% 
comt-ri es, 

. .  

(2) OZCD and United States s t a t i s t i c s .  AccoTding t o  GATT, 
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- U N C L A S S I F I E D  

3. The above development applies t o  trade in value  terms. 
The increase i n  the volume of NATO countries'   exports to the  
Soviet Union cannot be assessed  precisely  give3 the d i f f i cu l ty  
of measuring the  increase  in  the  unit   value of these  exports on 
the basis of  t h e   s t a t i s t i c s  normally  published(1). A very rough 
calculation will show, however that  i n  real terms, the r i s e   i n  
Soviet  imports was about 55%(2) A time-based  comparison on' this 
increase  has l i t t l e  value  given  the sharp fluctuations in the 
level  o f  Soviet  grain  purchases which have hinged primarily on 
the  sharp swings. i n  Soviet  agricultural  production, . Leaving 
aside North American agricultural  produce, it will be seen t h a t  
NATO countries!  sales t o  the USSR rose  in  value  terms by 43?& 
in 1974 an6 by 58% i n  1975, compared with the  previous 
whereas i n  volwne terms  they  rose by only 15-2056 i n  197 rar bu$ by 
40% i n  1975(3). 

4. This twofold increase   in   the   rea l  growth of Sovltet  
imports other than g m i n  i s  i n  direct  contrast  with the  3 - 9 5  
cont rac t ion   in   the  volume of to ta l   expor t s  by most of the  NATO 
countries.  In some of these countries,   the  anti-cyclical   effect  
of Soviet sales  has been doubly f e l t   s i n c e  it has i n  most cases 
affected  branches  particularly  hard h i t  by the  Western recession 
(par t icular ly   i ron and s t e e l  and mechanical engineering) 

(1) 1% sta-ics avaiiable  only show the increase   in  the unit  
value of  sa les  by each  Alliance  country of ce r t a in ,   f a r  'coo 
general,  categories o f  goods; in   addi t ion,   the   data  i s  wrked 
out on the  basis  of  world-wide exports by the  countries 
concerned and the  s t ructure  of these  exports by type of 
goods, a t  this general  level,  does  not t a l l y  with the 
s t ructure  of sa les  t o  the  Soviet Union. 

increases  in  the  unit   values o f  exports of plant and seai- 
manufactures by the  Soviet Union! S main suppl ie rs   in   the  , 
Alliance,  the  increases  being  then  weighted by the   re la t ive  
position they  held  in  Soviet  imports i n  1974. This 
calculation showed an average  increase  in 1975 of  about 
ll-12% of  the  unit value of sa les  by NATO countries 
excluding  grain  supplies from the United States  a d  Cmada 
which were excluded and treated  separately.  

(3) Price movements i n  1974 tr iggered off a 20-2596 increase 
in   the   un i t   va lue  o f  Alliance  country  industrial  exports 
(see C-X(75)8l, paragraph 2 4 ) ;  m assessment of r e s u l t s   i n  
1975 would  seem t o  show that the uni t  value of t h e   l a t t e r  
type of goods rose by about 11-12% (See footnote (2) above). 

(2) This estimete  has been.  worked out mainly on the basis o f  
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5. North  A.mesica's share o f  Alliance  countries  sales t o  
the USSR i n  1975 incre9sed twofold,  r i s ing  f r o m  13% i n  1974 t o  
26% as a consequence of  an increase  in   del iver ies  whicl?. was f i v e  
times higher than in the  case of the  €Wropean members of the 
Alliance (250% as cornparad with 5276) e Canadian exports ($402 
million)  increased  13-fold whereas  United States  exports  trebled 
t o  $1,837 millioc, Among the  European countries, a notemrlhy 
development was the  strong  recovery i n  United Kingdom se les  
($463 million)  after  several   years o f  relative  stagnation;  French 
exports ($1,145 million) also expanded much f a s t e r  than i n  1974 
(73% as corrprsd with 157;) whereas the Federal RepubU-o of 
Gomany ($2,824 million) and I t a l y  ($1,023 million)  followed  suit 
a t  a sl ightly  slower  rate  than i n  the  previous  year (5.2:: and 
66% respectively as compared with 5730 and 7696). In contrast  
B a l g i m * s  export performance weakened ( f a l l i n  4-76 t o  $353 
mill ion) s.nd this  was equally  true of  Turkey 7 -5%, $74 mill ion) ,  

6. NA.TO coantry  imports f r o m  the  USSR i n  1975 b td - l ec !  
$5.25 mill-lard which represents 36% of the  value of  those 
countries! imports f r o =  the Communist countries  as a whoZe, The 

~ o w t h  o f  Soviet del iver ies  (99;) was much slower than in 1-974 
flt87;); it is probable, however, tha t  this slower r a t e  OP 
increase  does  not  reflect  the growth trend i n  real  terms, This 
i s  because, within the  context of  East/West t rade,   pr ice  
movements last year  led t o  a deterioration  in  the  Soviet   terms 
of  trade.  kccordii~g  to ?:eV rough estimates, it muld seem tha t  
a f t e r  having f a l l en  by about 10-15$ i n  1974, the  vol-me os" Soviet 
exports t o  the  .Alliance  countries  in  fact  ' increased by &out 
5-l@6 in   l 975( l ) .  This developnent; seems to  be i n  sllarp con- 
t r a s t  with the trend of t o t a l   i npor t s  by the Alliance  countries 
alii aainiy re f lec ts   f luc tua t ions  i n  the  procurement by those 
countries of  Soviet oil which a f t e r  dropping by 19% i n  1974(2) 
rose again in 1975. 

goods exported by the Soviet Union (mainly raw materials 
and semi-maaufactures) can be estimated, on the  basis of  
data published by the  IP!iF' and the  OECD on world rates f o r  
t h i s  type of goods, a t  about 40%. In  the   l i gh t  of tbese 
figures it nay be deduced tha t   t he re  was an increase o f  
ab0u.t 703; in the  unit  value of Soviet sa les  on All.fance 
narkeks and, "cinerefore, a reduction of 13% i n  the w>Xurne 
o f  these  sales.  Information  available on the 1975 world 
market prices of most goads exported to  the  Alliance 
countries by the  Soviet Union would seem t o  indicate  an 
extremely low o r  even zero growt'n ra te .  This b e b g  so "ie 
Increase  in  value  terms  probably  reflects  the  increase  ln 
real. terms. 

(2) Source: ~-~(75)44 
. .  . . .  
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N A T O  U N C L A S S I F I E D  

ANNEX I to  -4- 

7. T h e  European members of  the  Alliance  took 95% 
($L+?gGs mf!".on) of N&TO countries'  imports from the  USSR. 
Of these  countries,  ,the  Federal  Republic of Germany, t h e '  
United Kingdom, I t a l y  and France were the  best  customers, 
accounting between them f o r  three-quarters of  Alliance  cOuntries* 
t o t a l  imports from t h a t  source. The pat tern of iraports  varied, 
however, from one country t o  another ,   r is ing  in  France by 3196 
t o  $769 million, and risin  l ikewise,   al though more slowly, 
by 6y6 and respectively 7 i n  the  Federal  Republic of Gemany 
$l,2g5  million) and i n  I t a l y  ($876 million).   In the. case of 

the  United Kingdom, Soviet  imports ($889 mi l l ion)   ac tua l ly   fe l l  
by 430, 

(iii) _Trcde  Balance_ 

3. The wide gap between Soviet  exports and imports which 
was the m i n  feature  of 197"7 produced a considerable  increase  in 
the Soviet  Union's  trade  deficit with the NATO countries. From 
a nominal f igure of $14 million i n  1974 it rose t o  $30379 million 
o r  three  times  the  record high reached i n  1973 ($1,031 miE.ion). 
Xore th= half of the MT0 countries '  surpLus ($1,956 mil.bion) 
carne from Soviet  trade with North America, and i n  par*ticular 
with the  United States ($1,582 mill ion) and was generated 
priuarily by grain sales. The grouping  cansisting of t he  
European N&l!O countries vhich normally had an adverse  trade 
balance w i t 2  the  Soviet Union moved into  the  black ($1.,423 million) 
mainly as a consequence of  the increase  in  the  Federal  Republic 
of  Gemanyts surplus ($1,529 million as compared with -the $633 
mil l ion   in  1974) and t o  a l e s se r  degree of  France's  surplus 
($375 million as  compared with $73 million).  The United Klngdom 
is the on1T ,klliance  country t o  have had a large  negative 
balance ($ d 26 million)  but t h i s  was nevertheless below -Une f igure 
f o r  the previous  year ($671 million).  

B, NM'O- _CGUhTRIES 1 TR.k..DE YITH THE: EAST EUROPEEX COUI\ f l l .PG . . . .  

(i) Fxports 

9. The r a t e  of increase ia NATO .countries!  sales to %he 
six E a s t  &ropean countries in 1975 ($11.6 milliard) slackened 
considerably with a figure of 10% as compared. with 41% " ce  
Previous yezr, This means that i n  volume terms the growth r a t e  
was zero  since  export  prices  rose by the same percentage. This 
s tab i l iza t ion ,  volwnewise, reflects the   e f for t s  of certain East 
&ropean  countries lx reduce the i r  t rade   def ic i t  with the  liest 
by a more select ive import policy,  
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N A T O  U N C L A S S I F I E D  

P 

io. Poland  remained the  Alliance  countriesr  best  customer, 
buying goods from them t o  the  value of &$,,O87 million o r  16% 
which represents  the  highest  increase  recorded,  after  Bulgaria(1) 
In   contrast  procurement by East Gemany, ($2,265 million) rose by 
only ll:G, orocurement b Czechoslovakia ($1,392 million) and by 
Hungary ( 6 , 3 0 6  rnilliony marked time and purchases by Rumania 
.($1;6Xg"aiJ3-ion) i n   f a c t  dropped by 2%@ 

11, O€ the  Alliance  countries,  the  Federal Repub?-ic of 
Gemany had the  best   .supplier  record.  However i t s  &are of 
A1l.iance count r ies f   expor t s   fe l l   in  1975 f r o m  4-99; t o  453iI owing 
to   the  very s l i  h t  increase (27;) in the  value of its sd-es  . I . 

($5,228  rdlXionf2) ) k new development was the  strong growth (53%) 
of French exports ($1,453 million);  that country's  share of 
t o t a l  NATC sales   rose from 9% i n  1974 t o  13% overtaking S-kdly 
(los) Another point t o  be mentioned is t he  4756 increase in 
Polish purchases from the United States ($583 million),  probably 
the  consequence of t he  supply by the United States  of part of 
the  grain  ordered f o r  delivery i n  agricultural   year 1-975/2.9?6. 

12,  T%e year ly   ra te  of  increase of NATO country imports 
Prom 3astex-m Europe i n  1975 ($8.2 mil l iard)  was a modest one 
(6$ )  and well. below the 1974 figure (25;;) In real terns 
however, t he   r e su l t s  were the same and the growth r a t e  W= 
zero o r  s l i gh t ly  below. This s t a n d s t i l l  was mainly due t o  the 
economic recession i n  most Western countries  but  the  a.gricultural 
diff icul t ies   faced by certain  Vestern European countries in the  
year  under  review  reduced t h e i r  export   capabili t ies for this 
type of goods which account f o r  a large  par t  of t h e i r  to ta l  
exports t o  ;lestem mapdets, mus,  according t o  GATTO)? 
Rumaniar S sales of agr icu l tura l  produce to Yne advanced 
industrialized  countries were down by 3556 i n  1975 fo i lowing  t h e  
extensive €2-ooding which, the  country  experienced that year., I I 

13, Among the  East &ropean countries, Poland! kept i t s  
place Es main Alliance  country  supplier with del iver ies  up by 
10% ($2p37S  million) Next was Eastern Germany with exparts of  
$2,019 mil_!-ion (an increase of 7%) ,, two-thirds of which were 
talcen by the  2ederal  Republic of Gemmy,  Exports f r o m  Hungary 
and Bulgariâ dropped by 296 t o  $944 million and $310 million 
respectively.  ln  the  case of the  la t ter   country,  t h i s  drop 
followed on a very modest r i s e   i n  1974 &though i t s  imports 
from the N.kTO countries rose very .sharply during this two year 
period (7696 i n  1974 and 3736 i n  1975) 
qYfl l"bulgar impt  up i t s  h i  level of imports frorn-e 

Allience countries (up g 37%) in  3.975 and f o r  t h e  second 
year  in  succession  outpaced i t s  East European neighbours 
i n  this f i e ld .  

(2)  Of vhich 1,594  dollars-worth went t o  the GDR as 2m-t of 

( 3 )  Source : GATT, Yearly  Report 1976 
intra-German trade.  
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14. E a s t  European sa les  on NATO countries'  markets were 
directed flrst and foremost t o  the  Federal  Republic of Gemany 
which accounted f o r  40% (representing $3,274 mill ion) of the  
t o t a l  (l). The Federal  Republic s share of total   Al l iance 
country  imports  increased  slightly  in 1975 (39% i n  1974), I t a l y ,  
France and the  United Kingdom, i n   t h a t  order, were the other 
main custorners for East European goods: t h e i r  buying record 
($1,044 $5224 and $625 mill ion  respectively)  differed however 
i n  r e l a t ion  -bo the preceding  year. .France's imports fo-r 
example rose rapidly (by 25%) t o  a level  higher  than  in any 
other NATO country whereas imports by I t a l y  and the  United 
Kingdom dropped by 4$ and ,6% respectively. 

(iii) Trade SaZance 

15. The NATO countries'   trade  balance with the East 
European countries  increased  again  in 1975 to $3,386 million as 
compared with $2,775 mill ion in 1974. This increase was due to 
the higber Geficits  recorded by Poland  (up from $1,360 rui33.ion 

Rumania on the   other  hand, was able t o  reduce i t s  trade gag 
from $389 a i l l i o n  in 1974 to $287 million. The Alliance countries'  
t rade  surp3-u~ with Hungary and Czechoslovakia  remained at mu&ly 
the  same level, as i n  1974 ($362 and $204 mill ion as coq3ared t o  

-to $1,709 million),  Bulgaria (up from $331 million to 579 maillion) 
and East Gemany (up from $163 mill ion t o  $247 million 

$337 and $2X million) e 

16. Among the  NATO countries,  the  Federal Re ubl ic  of 
Germany once again had the biggest  trade  surplus  4$l,9%  aillion) 
although this wss s l i g h t l y   l e s s  t han  i n  1974 when it reached 
$2,097 million, The 1975 increase i n  the East L3ropean  t rade  
gap WES mainly t o  the advantage of France whose t rade suzplus 
increased f r o m  $211 mill ion  in  1974 t o  $529 million and of the  
United  Sta%es whose surplus  rose fmm $282 mill ion to $541 million. 
The United  Wgdomts  trade  surplus a l so  increased f r o m  $84 to 
$204 million  vhereas the I ta l ian   t rade   ba lmce ,  which has 
t r ad i t i ona l ly  been negative,  registered a surplus i n  1975 
($108 'nIi2lion). On the other. hand; there  was an increase in? the  
t r ade   de f i c i t  o f  both Turkey (from $94 mi l l ion   in  1974 t o  
$121 mill ion) and Denmark (from $62 million to $108 mi'l2ion). 

, 

C, NATO CX)ULWill:ES t TRADE VITH CïIILA 

(i ) Zmort s 

17. NATO countr ies '   sa les  t o  China i n  1975 ($2.2 a i l l i a rd)  
dropped by 4-F; in   va lue  terns. This drop i s  the consequence of 
two confl ic t ing developments: the 46% f a l l  i n  North -4nerican 
Sales (from $I, 254 million in 1974 to $574 million) and the  

(I)f Trdzich m 9  came from the CDH as part -of in t ra ieman 
trade 
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473: Increme  In  NATO Xurope sa les  ( f r o m  $1,051 million %O 
$1,546 miLliox). The contraction was part icular ly  sharp in 
m e  case 09 -the  United States  whose sales i n  value  terns were 
halved by cowpr ison  with 1974, (from $807 million to $80L1. 
milLion) as a result of  the  fdl.1, in   agr icu l tura l  exports. 

1s. The increase i n  NATO l3urope exvorts t o  China i s  
largely acwunted f o r  by the performances of the  Federal 
Re- ubl ic  e3 Germany ($523 million =m increase of  24.7;) 2nd France 
( 8 7 4  rnil-lion, an increase of  133;;) implementing agreeaents 
reached in 1973 and. i n  1974 f o r  ' t h e  supply of industr ia l  plant . 
par.t;iculc?rly i n  the  chemical and i ron  and- steel-   sectors.  

. .  

(iii) made Balance 

21, HATO countriest  exports t o  the  other Comur,ist 

D
E
C
L
A
S
S
I
F
I
E
D
/
D
E
C
L
A
S
S
I
F
I
E
E
 
-
 
P
U
B
L
I
C
 
D
I
S
C
L
O
S
E
D
/
M
I
S
E
 
E
N
 
L
E
C
T
U
R
E
 
P
U
B
L
I
Q
U
E



N A T O  U N  c L , A  s , s  r F I z D 

. 
JJqKgjC 1 .e;o m -8- 

procurements (fronz $287 mill ion to $144 mi l l ion)  e This cut-back 
was f e l t  i n  particular by France and Canada whose sales f e l l  
from $97 mill ion t o  $22 million md fmm $44 million 'Co $5 mil l ion  t 

respectively. In  cont ras t ,   de l iver ies  by the Federd. Regublic 
of Germany remained at about the same level  as in previous 
year ($75 xi.?-lion as against $82 million) . NATO countries * 
exports t o  Ai-bania tot63.led $58 mil l ion ,  ($49 million in 3-974); 

. the maln e$?-. countries were Italy, the Federal. 2e-pbU.c 
and Canads.. In the  case of North Vietnam, imports to-balled 
$43 million as compared withm mil l ion  in  1974, Frmce anc! 
Norway being  the main beneficiaries.  

. 

(iii) Trade balance 

23. Yhe surplus  i n  KAT0 countries '  trade with the o t h e r  
Cormunist countries which in L974 reached a record, figure of 
$237 mi?-l?-on fell. sha-rply in 1.975 t o  $92 million as a resu3.t 
of the  contraction of Kor-t;h Korea' s t rade gap (the ~ o r - t h  florem 
leve l  of indebtedness i s  hi&) f r o m  $211 to $37 m i l w e  
t rade  surpliuses with Albania and North Vietnam rase s l i & t l y ,  
however, 9mn $17 m i l m  $23 niLLion a n n m m  $lL!. a i l l i o n  
t o  9135 miZI-fon respectively, 
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-1- ANPIEX. II to 

l' 

A.  TRADE WITH THE USSR 

(i) Exports 

l, Exports  to  the USSR by  the  eight  non-NATO OECD 
comtries totalled $3*9 milliard  in 1975. The  rate  of  increase 
in  these  exports (459i)9 while  still Very 'high,  was  below  the 
figure  for 'l974 (79%); it was also  below  the  rate of increase 
in NATO countries!  exports ($8.6 milliard) even after  deduction 
cf the  value of North  American  grain  deliveries(2),  Japan  and 
Finland with  deliveries  worth $1,626 million and $1 ,l 34 million 
respectivzly  were  still  the  leading  exporters  in  this group of 
countries  .and  ranked  third  and  fifth  among  the  Western  countries 
as a whole.  It  should  al60 be noted  that in 1975 the  Soviet 
Union  was  Finland's  best  cuatoraer  taking 2196 of its  exports. 

2, The  stlare o f  Soviet  trade  with  the OECD countries  as 
a whole held by the  eight, comtries concerned was higher  in  the 
case of Soviet  sales  than in the  case of Soviet  procurenents: 
4-196 as  cumgared  with 3176. Imports by these eight countries 
from the  Soviet  Union  in 1975 (totalling $3.6 milliard)  marked 
tine  (increasing by 196) after a rise of 71yG in 1974 by comparison 
with '1973(3) Th2.s  pause  was  mainly due to  the 17% reduction 
in  Japanese  buying  xhici?  fell from $1,4?8 millicn  in 1974 to 
$-l ,170 million  altho,ugh  the  difference  was j u s t  raade up  by  the 
seven  other  countries.  Finnish  imports  which  climbed  by 134% 
in 1974 rose by only 296 in 1975, from $1,247 million  to 
$1,270 million.  This  startling  difference  was  the  conseqwence 
of variations  in  the  price of oil  which  makes up the  bulk  of 
Soviet  deliveries  to  Finland.  The  Soviet  UnionYs  other  main 
customers  were  Sweden  and  Austryia  whose  .-purchases ($526 -nilZion 
and $318 million  respectively)  nevertheless  increased less 
rapidly  than  in  the  previous  year (by 3ls6 and 349g respectively 
as against 9356 and 8376). 

(1 ) These  countries  are:  Australia,  Austria,  Finland,  Ireland, 
Japan,  Spain,  Sweden  and  Switzerland 

(2) After  deduction 02 North  American  grain  deliveries,  the  rate 
of increase of NATO coun t ry  exports in 1975 was 58% (see 
Annex I,  paragraph 3 )  

(3)  It  wiil be recalled  that  exports  from NATO countries  in 
19'75 amounted  to $5.25 milliard 
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(iii)  Trade  balance 

3 .  The  eight  countries  concerned  had a trade  surplus 
of $309 million in 1975 which  is  substantially  less  than  the 
figure  obtained  by  the  Alliance  countries ($3,379 million). 
This  surplus  was  recorded  after  two  years  of  large  deficits 
($871 million  in 1974 and $575 million  in 1973). A comparison 
of  the  aggregate  balance  between 1973 and 1975 of  trade  between 
the  Soviet  Union  and  the  eight  countries  under  review,  on  the 
one  hand, and the HAT0 countries,  on  the  other,  will  show  that 
in  the  first  case  the  Soviet  Union  earned a surplus  of 
$1 ,l 37 million  and  in  the  second  recorded a deficit  of 
$4,524 million. 

4. Japan  recorded  the  highest  surplus ($457 million) 
followed  by  Australia ($347 million). On the  other  hand, 
Sweden,  Austria  and  Finland  had  fairly  large  deficits 
($232 million, $102 million  and $136 million  respectively). 
The Soviet  surplus  in  trade  with  Finland  did  not  however  give 
rise  to  any  inflow  of  currency  given  the  bilateral  agreements 
between  the  two  countries under which  Finland  may  pay  for  its 
iaports of Soviet  oil  by  deliveries  of  other  goods. 

B. TRADE WITH THE EAST  EUROPEAN  COliPJTRIES 

(i) Exports 

5. The general  downward  trend  in  the  growth of East 
European  procwement  in  the  West was also t rue  of imports  fron 
the  eight  countries  under  review ($3.5 milliard)  which  rose by 
Ag% as compared  with 5496 in the  previous  year.  Nonetheless  this 
increase w.zs twice  as  lar e as  the  increase in Alliance 
countriest  exports (9”/0(1 7 . Austria  and  Sweden  lengthened 
their  lead  as  the  main  supplier  countries of Eastern  Europe: 
the  value of their  deliveries ($1,063 million  and $803 million 
respectively)  increased  by 35% and 3396. Switzerland  was  likewise 
in a leading  position  with  exports ($560 million)  up  by 22%. 
Japan, in contrast,  with  sales  of $573 million,  marked  time. 

6. In the  case of all  eight  countries, Poland was  the  best 
Gu3tomer.  Its  iEports ($1,412 million)  rose by 32% and  originated 
mainly  in  Sweden ($471 million),  Austria ($332 million)  and  Japan 

{g% %:::if fell  by 5%. 
. On the other  hand,  imports by Rumania 

(1 ) NATO  country  sales: $11.6 milliard 
~~ 

. 
’ 
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.I 

(ii)  Imports 
i 7 . Imports 

increased - by  only 
by  the  eight 
a modest 5%. 

ANnTEX II to 

countries  in 1975 ($2..3 milliard) 

,., , 

countries,  Poland  held  its  position  as  main  supplier  with a 
figure  of $794 million.  However,  the  growth  rate of its 
exports (11~6) was  .lower  than  the  figure, for-East .Germany 
($379 million  an  increase of q6%). As  for  Hungary ($304 million) 
and Bulgzria ($82 million),  their  exports  fell  by 2% and 17% 
respectively. 

(iii ) Trade  balanc3, 

8. The  non-NATO  members of the OECD earned a surplus  of 
$1,145 million  on  their  trade  with  Eastern  Europe  in 1975 as 
compared  with $704 million  the  previous  year  and $454 million 
in 1973. Thus,  over  this  period  the  surplus  has  matched  that 
of  the  Alliance  countries(?).  Imports  by  Eastern  Europe 
taken  as a whole  were  covered  to  about  the  same  extent  in  the 
case of  the  eight  countries under review as in  the  case of the 
Alliance  countries:  in 1975, the  ratio was 67% in  the  first 
case  and 71% in  the  second.  Over  half  the  total  East  European 
deficit  can be attributed  to  Poland ($618 million) the  balance 
being accounted  for  mainly  by  Hungary (with-a trade  gap of 
$226 million)  and  Bulgaria ($130 million). A noteworthy 
development  was  the  reduction  of  Rumania's  trade  tap  from 
$105 million  in 1974 to $53 million. 

C. TRADE  WITH  CHINA 

ci) Exports 

9. As in  the  previous  years  non-NATO  OECD  exports to 
China ($2,751 million)  were  dominated  by  Japan  (goods  to  the 
value of $2,259 million),  Japanese  sales,  up  by 1476, were 
about  equal  to  total  Alliance  country  sales  and  reflect  the 
position  of  Japan  among  China's  Western  suppliers.  Australia 
with  exports  to a value of $326 million ($321 million  in 19743 
ranked  second in the  export  league. 

(1) The Alliance  countries'  surplus  on  trade  with  Eastern  Europe 

f 

l 

rose  from $1,283 million  in 1973 to $2,775 aillion  in 1974 
and  to $3,386 million  in 1975 
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ANnrEX II -to -4, 

(ii)  Imports  and  trade  balance 

I O .  Imports  by  the  eight  countries  from  China,  up  by 1396, 
totalled $1,769 million  in 1975 (as  compared  with  imports  by 
the  fifteen  Alliance  countries  which  totalled $1 milliard). 
This  figure  is  largely  accounted  for  by  Japanese  purchases. 
($1,531 million)  which  rose 17% by  comparison  with  the  previous 
.year.  China  had a trade  deficit of $982 million  with  these 
eight  countries  in 1975 ($893 million  the  previous  year)  which 
can  be  attributed  first  and  foremost  to  transactions  with 
Japan  (totalling $728 million)  and,  to a substantially  lesser 
degree  to  transactions  with  Australia  (totalling $240 million). 

D. TRADE WITH THE  OTHER COMMUNIST COUNTRIES(1) (2) ' 

4 

b 

(i)  Exports 

11. Exports  by  the  eight  countries ($371 million)  were 
mainly  to  North  Korea;  purchases  by  that  country  dropped 
s i g n i f i c a n m E ,  dwindling  from $350 million  in 1974 to 
$286 million.  This  development  appears  to  be  due  to  the 
performance of Japan,  the  main  supplier,  whose  sales  fell 
from $252 million  to $181 million  as  well as of Finland  and 
Australia who, after  totalling  sales of $32 million  and 
$29 million  respectively  in 1974, did  practically no business 
the  following  year.  Sweden  on  the  other  hand  increased  its 
sales  during  the  same  period  from $10 million  to $66 million, 
a rise  which  is  probably  explained  by  the  delivery of mining 
equipment ordered in 1974. North  Vietnam  raised  its  spending 
from $33 million  in 1974 to $75 million  dividing  its  purchases 
equally  between  Japan  and  Sweden.  Albania's  imports  were of 
noninal  value. 

(ii) Imports 

12. Imports  by  the  eight  countries  in 1975 totalled 
$118 million  (as  against $152 nillion  in  the  preceding  year). 
They  originated  mainly  from  North  Korea ($68 miilion)  and  to 

B 

(l ) The  term  "other  Communist  countries" covers Albania, 
North  Korea and-North Vietnam 

(2) Trade  statistics  for  Albania,  North  Korea  and  North  Vietnam 
used  in.  this  section  are  taken  from  the IMF publication 
"Direction of Trade" 
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8 lesser  extent  from  Mzrth  Vietnam ($27 million).  Imports 
from Albania  were  eveb Power ($MghniLlion)(l).  Japan  was 
practically  the sole customer of these  three  countries. 

" .  

(ii.i) Trade  balance 

13. Th2  group  making up the  "other  Communist  countriesn 
- -  ran ~ i p  a deficit of $253 million  in  its  commercial  transactians 

with  the  eight  non-NATO OECD countries  in 1975. This  adverse 
balance  is pain1 the  consequence of North  Korea's  trade  gap 

!$'l Y6 million)  and  with  Swecien ($66 million) . of $218 million7  attributable  mainly t o  its dea7Eings  with  Japan 
_ I  

E. SPECIAT,, CASE OF TRADE -RET'dEEN YUGOSLAVIA AND TKE COIVIMUNIST 

74. Seen  in  ,the  context  of  developments  in  Eas-b"?!est 
trade, the case of Yugoslav  transactions  with  the  Communist 
countries is of some interest  since the  former has forged 
multiple  economic  ties with the OECD and  with  the C O E C O N  
countries  and  takes  part,  moreover,  in  some  of  the  activities 
of  both  these  Organizations. 

"a- 

150 In 1975, Yugosla  to  the  Conmunist  countries 
totalled $1 99?9 million(2) S less  than  Italy  but  more 
thar,  the  United Kingdom and FSnlmd(3) .  A s  happened  in  the 
Western cmmtries, the  rate  of growth of these  exports  slowed 
in A975 to 1396 as against 64% in 1974, This slowdown can be 
trac&  mainly  to  the  practical standstill (a 39$ increase) 
in  East  European  procurements ($859 million)  whereas  Soviet 
procurements ($1 ,012 mill-ion)  continuee to increase  rapidly 
(by 4296). It mus% be remembered,  however,  that  the  East 
European  markets  provide  an  excellent  outlet  for  Yugoslavia, 
which  in Î975 channelled 47% of its  exports  towards  them. 

~ ~.~ ~ 

(1) According t o  OECD statistics,  Australia  imported goods to 
~ ~ ~ .~ ~ ~~ _ ~ _  

the va1u.e or' $7 million  in 1975 from the  three  countries 
grouped  together  under  the  heading  of  '!other Comunist 
countriesFQ. No confirmation of this figure  has been found 
in  the IMF' statistics  which  explains why total  deliveries 
by  the  three  countries do not  exactly t a l l y  with  the 
figure  given  at  the  beginning of the  paragraph. 
Not  including  sales  to  North  Vietnam 
It  will be remembered  that  sales  to  the  Communist  countries 
by I t a l y ,  UK and  Finland  in 1975 totalled $2,349 $1,474 
and $1 , 332 respectively 
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I F I E D  

ANNEX II to -6- 
b 
d 

16. Yugoslav im orts from the Comunist  coutries totalled 
$1,893 million(1) i* e They  were  comparable  to in1 orts  by 
France  and  higher  than  imports  by  the  United  Kingdom(2 P c They 
followed a trend  which  was  almost  identical  with  the  trend of 
imports by the  eight  non-NATO member countries of the  OECD, 
namely, a steep  rise  in 1974 (59%) followed  by  stagnation  in 
1975 (an  increase of  1%) which  was  true  both  of  Soviet 
($807 million,  up 0.2%) and of East  European ($1,037 million, 
up 3%) imports.  Tne  Eastern  countries  accounted f o r  25% of 
total  Yugoslav  imports  in 1975, a figure Webb below  the L 

corresponding  figure f o r  exports. 

moved  out of a $187 I n i l m i n  1974 to a $26 million 
surplus  in  1975.  This  developnent  mainly  reflects  the  switch 
from  the  deficit  with  the USSR in 1974 ($90 million)  to a 
comfortable  surplus ($206 million)  the  following  year(3). In 
contrast,  Yugoslavia  had a l a r g e  deficit  in  its  transactions 
with  Eastern  Europe  both  in 19'74 and  in 1975 ($174 million 
and $178 million  respectively), 

4 

17. Yugoslavia's  trade  balance  with  the  Communist  countries 

Not  including  imports from North  Vietnam 

countries  in  1975  totalled $1,916 and $1,652 million 
respectively 

conducted on the  basis  of  bilateral  clearing  agreements 

ti{ Imports  by  France  and  the  United  Kingdom  from  the  Communist 
( 3 )  It must  be  remembered  that  Soviet-Yugoslav  trade is 
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N A T O  U N C L A S S I F I E D  

c 

W 
I 
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TABLE III: RECAPITULATION W NATO COUNTRIES' TRADE WIM CERTAIN COUNTRIES. GROUPS OF COMMUNIST corn- THE m 1959 AND 1979 

EXPORTS TO EASTERN SOVIET UNION. CHINA AND 

1 
2 

1959 
1960 
1961 
1962 

5  1963 
6 1964 
7 
8 1966 

1965 

9 1967 
10 1968 
l 1  1969 
12  1970 

z 

13 1971 
14 1972 
15 1973 

EASTERN EUROPE 

NATO  NATO  NATO 
EUROPE  AMERICA  TOTAL 

107 
182 
159 
1 47 
184 g: 
218 
178 
201 
159 
270 
263 
336 
685 
954 

1,147 

r 
Millions of US Dollars 

A 

CHINA USSR 

NATO 
EUROPE WERICA 

NATO 

20 
48 
70 
23 

439 
162 

227 
338 
180 
140 
115 
21 5 

833 
287 

1,482 
639 

2,239 

MATO NATO 1 
TOTAL EUROPE 

423 330 
672 335 
761 156 
756 134 
792 157 

1,024 164 
81 7 31 3 
925  423 

1,294  451 
1 050  531 

1,514 435 
1,689 473 
1,738 417 
2,658 456 
4,285 808 
4,838 1,051 
8,630 1,546 

NATO 
IMERICA 

2 
9 

12;1 
138 

126 
97 

171 
97 

84 
151 
113 
135 
202 
322 
977 

1,254 
674 

TOTAL I EUROPE NATO 

332 1v-696 
344 2,025 
277 2,034 
272 2,104 
254 2.069 
290 2;219 
410 2,663 
594 3,322 
615 3,887 

548 4,667 
608 5.197 

602 4,069 

619  5;603 
778 7,073 

1.785 10,531 
2,304 15,108 
2,220 18,577 

- 
NATO 
LMERIC. 

129 
239 
350 
308 
443 
907 
519 
734 
447 
495 
391 

763 
625 

- 

1 9 503 
3,169 
2,897 
4,077 - 

NATO NATO NATO 
NATO ~ TOTAL I EUROPE I AMERICA I TOTAL 

43,512 
46,724 
49  205 
53,767 
59,927 

73,407 
67,118 

' 86,233 
76,938 

96 974 
112,382 
128,071 

219,170 
158,968 

38,282 

286,327 
307,504 

22,778 
25,861 
26.448 
27  293 
29 9 393 
33,785 
35,111 
39 871 
42,082 
46 , 963 
51 742 
59  361 
619813 
69 854 
96,510 

139,953 
131,286 

61  ,060 

76,498 
83,160 

102,229 

119,020 

148,716 
177,743 
189,884 

417,613 
447,458 

69  373 
73,172 

93,712 

113,278 

133,196 

828 9 822 
315,680 

I .  I I . .  

W 
I 
I 
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N A T O   U N C L A S S I F I E D  

TABLE I V :  RE.CAPITULATION OF NATO COUNI!RIES1 TRADE WI!Ui CERTAIN  COUNTRIES GROUPS OF COMMUNIST 
CoUNrRIEsWVnT”1975 

IMPORTS FROM EASTERN  EUROPE.  THE  USSR.  CHINA AND THE WORLD 

Millions of  U S   D o l l a r s  

r T USSR CHINA TOTAL COMMUNIST I WORLD EASTERN  EUROPE 

I 
NATO 

@ERICA 
NATO 
TOTAL EUROPE 

NATO NATO 
AMERICA 

NATO 
Af4ERICA 

NATO NATO 
TOTAL IEUROPE AMERICA 

NATO NATO 
TOTAL I g Z i E  

NATO 
AMERICA 

NATO 
TOTAL 

NATO 
TOTAL 

NATO 
EUROPE 

191 
23 1 
181 
159 
163 
220 
293 
361 
320 

376 
322 

353 
378 
469 
680 
840 
839 - 

I- 

6 
5 
4 
4 
5 
9 

14 
19 
24 
22 
25 
T 8  
28 
81 

117 
177 
21 4 

20,885 
20,515 
20,054 
22,l O1 
23,113 
25,652 
29,268 
34,669 
37,066 
44,553 
49,188 

61 ,062 
53,271 

;;:z 
133, 265 
130,895 

60,965 
68,009 
70, I a5 
76,396 
83 , 467 
93,156 

102,481 
113,888 
119,151 
135,111 
155,745 
176,797 
198,953 
236,978 

445,788 
320,871 

45 2,446 

1 1959 
2 i 960 
3 
4 

1961 
1962 

5 1963 
6 1964 
7 
8 

1965 
1966 

9 1967 
10 1968 
11 1969 
12 1970 
13 1971 
14 1972 
15 1973 
16  1974 
17 1975 

672 
784 
81 5 
876 
954 
920 

1,150 
1 ,276 
1,386 
1 ,466 
1,582 
1,724 
l ,860 

3,254 
2,134 

4,824 
5 , 250 

196 1,790 
237 2,134 
185 2;173 
163 2,273 
168 2,543 
229 2,670 
307 3,172 
380 3,623 
344 3,796 
344 3,977 
401 4,499 
371 5,050 
406 5,708 
550 6,782 
797 9,541 

1,017 12,439 
1,053 13,524 

62 
67 
71 
76 
76 

1 O1 
123 
168 
187 
191 
203 
209 
232 
31 1 
41 2 
702 
606 

2 
25 
18 

24 
24 

52 
60 
63 
78 
63 
81 
70 

111 
237 
374 
282 

l ,887 40,080 
2,233 47,494 
2,273 50,131 
2,371 54,295 
2,648 60,354 
2,804 67,504 

3,871 73219 
4,069 82,085 
4,268 90,558 
4,790 106,557 

6,039 137,891 
7,285 162,501 

1 O, 308 228,444 

14,629 321,551 

3,361 7 .  213 

5 , 359 1 23,526 

13,693 312,523 

b 
I 

L 
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N A T O  U N C L A S S I F I E D  

TABLE V: NATO COUNTRIES' TRADE WIIITH THE COMMUNIST C O U W R I E S   I N  THE 1 S T  HALF OF 1976(1) 

(Millions of US D o l l a r s )  

r 1 r EASTERN EUROPE CHINA OTHER COMNUNÏST 
COUNTRIES USSR 

IMP 

158e2 
96.4 

459 . 7 

826.9 
70.6 
26.5 

541 - 5  
188.5 
45. i 
41.7 
41.4 

647.5 

3144.0 

99.9 
24.5 

124.4 

3268.4 

- 
BALANCE 

0.3 
-3.6 

161.1 

260.7 
-2. 4 
-0.2 

-1.9 
-1 1.5 

13.4 - 
1.6 

5.6 

423.1 

74.6 
29.4 

104.0 

527.1 - 

t - 
m? 

9.8 
3.8 

30.4 

34.6 
0.9 

- 

- 
12.5 
18.1 
2.0 

- 
2.3 - 

114.4 

4.4 
l .2 

5.6 

120.0 

- 
- 
- 
- 

BALANCE IMP. BALANCE 

3.6 6.2 
0.2 3.6 
8.2 22.2 

23.2 11.4 
2.4 -1.5 - - 
4.3 8.2 
6.6 11.5 
0.7 1.3 

3ALANCE 

90.7 
-55.4 
313.3 

617.4 
14.7 
5.4 

-76 2 
7.4 

-8.3 
-9.6 

-55.3 

46.5 

890.6 

0.5 
250.5 

251 e 0  

1141.6 

EXPO IMF.. 
27.8 27.5 
8.6 12.2 

260.9 99.8 

388.3  127.6 
o. l 2.5 

8.2 
73.8  75.7 
30.7 42.2 
17.3  3.9 
0.4  0.4 
2.3  0.7 

82.4 76.8 

892.6 469.5 

119.7 90.3 
111.8 37.2 

231.5 127.5 

11 24. l 597.0 

MP. 

396.2 
149.3 

1760.1 

41 07.3 
158.5 
22.1 

1009.4 
425.2 
162.6 

47.8 
115.8 

695. l 

9049.4 

2092.5 
535.6 

2628.1 

1677.5 

IMP. 

338.5 
265.9 

1104.3 

2727.4 
170.1 

31 -9  
1155.9 
510.8 
166.9 
66. l 

156.2 

1062.4 

7756.4 

509 4 
129.2 

638.6 

8395 O 

BALANCE 

57.7 
-116.6 
655 8 

1379.9 
-11 -6  
- 9.8 

-1 46.5 
-85 6 
-4.3 

-1 8.3 
-40.4 

-367 3 

1293.0 

406.4 
1583.1 

1989.5 

3282.5 

B e l g i u m /  
Luxembourg . 
Denmark 
France 
Fed. Rep.  
of G e r m a n y  
G r e e c e ( 2 )  
Iceland 
I ta ly  
N e t h e r l a n d s  
N o r w a y  
Portugal 
Turkey 
U n i t e d  

: Kingdm 

NATO EUROPE 

C a n a d a  
. U n i t e d  States 

NATO AMERICA 

TOTAL NATO 

-39,5 
-61 e l 

15902 

490.4 
-22.4 
-15.0 
-76.5 
-92.9 
-10.8 

-8.7 
13.4 

-418.3 

-82.2 

U 
l 
I 

1632.3 

56.1 I 63.9 
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GRAPHIQUE I - GRAPH I 

ANNEXE III au 
C-M(77)12 

EVOLUTION DU COMMERCE DES PAYS DE L'OTAN 1960 - 1975 11960 = 100) * 
DEVELOPMENT O F  NATO  COUNTRIES'   TRADE 1960 - 7975 (1960 = 100) * 

1960  61 

TOTAL  DES  EXPORTATIONS DES PAYS  OTAN  D'EUROPE VERS LE MONDE, 
L'EUROPE  DE  L'EST, L'URSS ET  LA  CHINE 

TOTAL  NATO  EUROPE  EXPORTS,  WORLD  WlDE  AND  TO  EASTERN  EUROPE, 
THE  SOVIET UNION AND  CHlNA 

62  63 64 65 66 

* V a l e u r s   a b s o l u e s  : voir Annexe III, tab leau  III 
A b s o l u t e   v a l u e s  : s e e   A n n e x  111, tab le  111 

67 68  69 70 71 72 73 74 75 
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GRAPHIQUE II - GRAPH I I  

EVOLUTION  DU  COMMERCE DES PAYS  DE  L'OTAN 1960 - 1975 (1960 = 1001 * 
DEVELOPMENT OF NATO COUNTRIES' TRADE 1960 - 1975 11960 = 100) * 

TOTAL DES EXPORTATIONS DES  PAYS OTAN D'AMERIPUE DU  NORD, 
VERS LE MONDE, L'EURDPE DE L'EST, L'URSS ET  LA CHINE 

TOTAL NATO  NORTH AMERICA EXPORTS WORLDWIDE,  AND TO EASTERN EUROPE, 
THE  SOVIET UNION AND CHINA 

61 62 63 64 65 

,.-.. 

* Valeurs  absolues : vair Annexe 111, tableau III 
Absolute  values : see  Annex 111, table 111 
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GRAPHIQUE I I I  - GRAPH 111 

EVOLUTION DU COMMERCE DES  PAYS DE L'OTAN 1960 - 1975 (1960 100) * 

DEVELOPMENT OF NATO COUNTRIES' TRADE 1960 - 7975 (7960 = 700) * 

TOTAL DES IMPORTATIONS DES PAYS  OTAN  D'EUROPE,  EN  PROVENANCE  DU MONDE, 

DE  L'EUROPE  DE  L'EST,  DE  L'URSS ET  DE  LA   CHINE 

TOTAL  NATO  EUROPE  IMPORT5  WORLDWIDE  AND FROM EASTERN  EUROPE, 

THE  SOVIET  UNION  AND  CHINA 

ANNEXE III au 
C-M(77)12 

50 

* Va leu rs   abso lues  : voir Annexe  I I I ,  tableau IV  
A b s o l u t e   v a l u e s  : see   Annex  111, t a b l e  IV  
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GRAPHIQUE IV - GRAPH IV 

EVOLUTION DU COMMERCE  DES PAYS DE L'OTAN 1960 - 1975 (1960 = 100) * 

D E V E L O P M E N T  OF N A T O   C O U N T R I E S '   T R A D E  1960 - 1975 (1960 = 100) * 

TOTAL  DES  IMPORTATIONS  DES  PAYS  OTAN  D'AMERIQUE  DU  NORD  EN  PROVENANCE 

DU  MONDE,  DE  L'EUROPE  DE  L'EST,  DE L'URSS E T  DE  LA  CHINE 

TOTAL  NATO  NORTH  AMERICA IMPORTS,  WORLD-WIDE,  AND  FROM EASTERN  EUROPE, 

THE  SOVIET  UNION  AND  CHINA 

62 63 64 65 66 67 68 69 70 71 72 

* Valeurs  absolues : voir Annexe III, tableau III 
Absolute values : see Annex  /l/,  table 111 
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