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Prospects for East-West Trade
in the 1970's

Foreword
~lrevord

The discussion of East-Wést trade below refers to the trade
of the USSR and Esstern Europe vith the industrial (developed)
Yast Eastern Europe refers to six East European countries --
aBalgarla, Czechpslgyakia? East Germany (Soviet-occupied;zone of
Geraany); Hungary, Poland, aad Romania. All seven countries also
are the members (plus Mongolia) of the Council of Mutual Economic
_Assistance (CEMA or COMECON). The industrial.wést is composed
of the following countries: Austria,’Belgium-Luxembourg, Deﬁmark,
Finland, France, West Germany (Pederal Republic of Germany), Iceland,
Ireland, Itsly, Netherlands, Nbrway, Sweden, Switzerland, United T
Kingdom, Japan, Canada, United States, Australia, New Zealand
“and the Republic of South Africa. This grouping excludes the
OECD countries of Pbrtugal, Greece, Spain, and Turkey (also
Yugoslavia) but includes the non-OECD coantries of Australia,
* New Zealand, and the Repdblic of South Africa.
In discussions of Soviet aad East Furopean international
payments, only trade 1nvolv1ng hard currency is con31dered
Finland and Iceland are thereby excluded because they conduct

trade with the USSR and Eastern BEurope on a clearing basis.




Summary and Conclusions

East-West_ trade grew at average annual rate of more than
10% in the 1960's. In the 1970's the rate probably will run
at T to 8% -- lower f&r the USSR then for the Easthuropean
countries as a group. ‘Ifhe reasons for provjec'ting 8 élower growth
in their trade 'wi,tt‘l.t_he West.include rising pressures on their -

AY

_ SL'xpp_]'\y' of agricultural and industrial 'materiéls , lack of Western

s’«demand for~tbei-r finished.goods, the increasin’g]yrlarge‘volmne
of debt to the West which will have to be serviced, and & growing
selectivity 1n machinery and equipment purchases ﬁ:om the West.
In addition, the USSR and the East Europzan countries plan to
increase their tratie with one anotﬁer at the expense of trade
with the West ih conjunctién with renewcd efforts to promote

economic 1ntegration 1n CEMA
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The upper lmlt of the range assum¢s some impact on the
volume of East-West trade by the succes: ful conclusion of a
European Se(;urity Conference. Such a ccenference migl_lt improve
the élmate for Western investment and increase Western access
to the éoviet and East European maerket. Western concessions
are also .bostulated' -- reductions in tariffs a'né quantitative

restrictions and relexation of Western export controls.




If the United Séates should go about as far as West European
governments in relaxihé restrictions on trade with the USSR and
Eastern Eurepe -- and in.ectively encouraging trede -~ the US‘
share in East-West trade might'ihc;ease from the current h%»to
as much as 10-15% by 1980, although‘it is guite unlikely to reach
the upper end of the range. Prospects are better for increasing
'g’t;e US share in trade with the USSR than in trade with Bastern
§~ﬁqrope, particularly ip exporfs of technology—intensive_producﬁs.

The growth of US imports from both the USSR and the Eest
European countries is likely to lag behind ekports; it 1$ easier
for them to sell in European markets. As the scale of their trade
with the West inecreases, they may £ind the US market more attractive.

" But for the next few years at least, these countries prdbably

will incur chronic deficits in trade with the US and expanded
US credits will be needed to finance US exports to the USSR and

Eastern Europe.

-
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. Béckground A

1. East:West trade grew at a rate of 10.3% annually during
the 1960's. Western trade with the East Buropean countries grew
somewhat faster -- 10.5% -- than trade with the USSR -- .16.0%.*

In 1970 Western exports to the USSR and Eastern Europe approximated
$6.9 billion and imports were roughly $6.6 billion. The USSR
- gecounts for about‘hO% of East-West trade and Eastern Europe,
1,60%.  (Tables b and 5 in Appendix show the velue of Bast-West
trade during the period 1960-1970.)

2. In estimﬁtin’g the érowth oi" East-West trade in the 1970's R
projections of Soviet and East European exports to the West
(Western imports) have been made ° by fitting various statistical

. trends_to historical défa and by analyzing changes in both supply A
and demand for major.exports.of.the -USSR.and. the=-East~-E\1rt).pean< e
couﬁtriés. Factors considered include pians for investment and
foreign trade, limitations on growth of exportable commodities )
and prospective developments in Western markets. Merchandisé
export earnings are the .vpr-incipal means for financing imports,
and the ability of the USSR and Eastern Europe to expand exports

has been end will be the principal limitation on the growth of

‘East-West trade.

* Growth rates are.based on Western statistics. Soviet and East

EwrGpean statistics indicate a rate of 9.5% for East-West trade
(1961-69).




USSR

‘Exports

3. ©Soviet exports to the West increased during the period
1961-70 at a rate of 9.1%,* but the rate of increase is expected
to drop in the next decade. Soviet exports in 1970 were valued
at more than $2.3 billion,** and estimates for 1980 range from
$§.l bi;lion tov$h:8 billion, implying an average annual increase

géaf 6 to T%. These estimates refiect projections both for
traditional exports -- oil, iumber, metals, coal, and others --
‘and for exports which are being or may be developed és a result
of Western investments or of agreements such as the natﬁral gas-
for-pipe deals. Such exports might include wood and wood products -
developed in Siberia, nonferrous metals (copper, nickel) from
Siberia, ard newly exploited iron ore deposits from the Kola
peninsula.

k. Tre following is a tabulation of the possible values
of Soviet exports of majo; commodities in 1980 compared with
actual exports in 1970:

X . Based on Soviet statistics. Western repgrting on Western
imports from the USSR, indicates a 9.T% increase. Soviet
statistics are used throughout the discussion on Soviet trade
with the West. Tables on Soviet trade with the West based on
both Soviet and Western reporting are in Appendix.

¥*¥  Western reporting. indicates $2.7 billion (including
transportation and insurance). ‘ -

=




Table 1

USSR: Exports to the Industrial West
1970 and 1980

Million $
Commodity 1970 1980
Petroleum and Ibtroleu@ Products : 528 800-900
Wood and Wood Products o 385 600-T00
!‘.,Coal and coke 131 . 150-200
Base Metals | ’ 209 é,so-hoo |
Cotton fiber ' . YO 50-100
Furs . ' R 50-100
Platinum | 115 a/ ~ 200-300
Diamonds : 100 a/ 300-400
Natural gas. 13 250-300 s
Machinery and equipment 8 150-200
Other ' a 680 b/  1,100-1,200
Totz-al ' 2,345 4,100-4,800°

a. Estimated. ’

.b. Includes food products, ores and concentrates, chemicals,
fertilizers, and other products. More than $300 million of this
is unspecified, of which about one-third is nickel. The 1970
total and the 1980 estimate for base metals is thus understated.
The 1980 estimate for "Other" allows for an increase in exports
of nickel, however. .
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5. 0il will continue to be the major export commodit&’in
trade with the West. Exports were valued at $528 million in
1970, up by $40 million from 1969 but only $20 million more than
in 1968. Constraints in supply end increased demsnd in both
the USSR and Eastern Europevwill place limitations on the quantity
of oil available for export to the West. Hgwever, because of
price rises negotiated between OPEC and the internati;ﬁél eii
companies, the value of Soviet oil .exports will continue to rise --
probably at about ‘half the 10% rate achieved in the 1960's --
in Splte of a slower rate of increase in the volume of exports.
Exports of wood and wood products should rise steadily, if
sufficient investments (including Western) are made to exploit
additional forest resources and to increase the shafe of
pfocessed goods such as chips, plywood and paper. Jepan is the
- most likely souree of Weeterh investmenf~in this sector.

6. Coal and coke ekports‘hevelehanged little in recent yeers
although higher prlces in 1970 lncreased the value of such exports.
Much of the coal that the‘bSSR exports is not of premium quality
and generally does.not'fully satisfy current Western specifications.
. As s8 result shipments to industrlal Western countries are not -
expected to grovw much in the future. Exports_of nonferrous
metals (parﬁiculér{y’nickel) and platinum group metals have
groﬁﬁ'subehant{;lly in.fecent years although the platinum

group has shown great weskness since early 1970; ferrous’
1y
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mefals exports have remained at about the same level since-l96h.
.Projections of the fastest growing metal exports are difficult
because of their vulnerability to fluctuations in Free World
markets. Mich of the rise in nickel exports in 1969, for example,
was due to depressed Free World sﬁpply and high prices resulting
from the lengthy strike at the major Western producer. SoQiet
exports of nickel as well as prlatinum group metals apparently
fell off in 1970 It is belleved however, that over time growing ;
demand/SETin;tlmulate Soviet exports of both nonferrous and
platlnum group metals. Moreover, some form of Western investment.
in Soviet copper and nickel deposits is expected during the
'1970'5 and some exports could result byAthe end of the decade.

T- Cotton fiber has beén a mainstay of Soviet exports to
the industrial Wéstifor two decades, but long range export
‘pfospects are cloudy becau;e of increasing substitution 6f of man;
ﬁade fibers. Exports haVe,beed'erratic'in recent years, falliﬁg
from more than $100 mllllon in 1967 and 1968 to less than $h0
mllllon in 1970. -Given the uncbrtalntles surrounding both .
agricultural productlon and the uses for cotton in the future,
it is doubtﬁl that c':ot\to.n wili be an important export by 1980.
'Expdrts of another traditional commodity, furs, have shown no
tendency to grow; fur exports have remained at about the same

level for the past decade and 11tt1@ if any, increase is expected -

— ,

durlng the current decade.
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8. Gem diamonds are a relatively new export commodity for
_the USSR, but exports grew to more than $150 million in 1969,
about six times the level of 1965. Sales fell in 1970 as a
result of reduced demand in the West, but Western demand should
rise again. By 1980 Soviet exports could more than double the
1969 level. The newest export commodity of importance is natural .
gas. The vélue oé natural gas exports to Austria only) in 1970
i vas $13 million. Based on contracts signed with Austria, West
Germany, Italy, France, andEFihland and a possible deal with
Japan, natural gas exports should approach $300 million by 1980.
9. Other commodities exported to the Wéét now include

chemicals, fertilizer, vegetable oil and oilseeds, wheat, ores

and concen‘rates, fish, and other items. Exports of some of

these item: have increased™in recent years and may continue to
rise, but uthers may Aecline or level off. All of the above
items, 1likc the traditional exports, are raw maferiais and semi-
manufacturcs. Because of Soviet unwillinénessvto tailor exports
to Western markets, manufactured products such as machinery will
‘remain largely unéompetitive‘in the West for the foréseeable
-\future. Only in sectors in which such efforts are made -- perhaps
"~ the manufacture of aircraft such as the YAk 40 and the TU-14k4
as well as helicopters -- can the USSR make inroads in Western
markets. Tﬁére afe ﬂo indications that the USSR plans to make -

serious sales efforts for other types of equipmenf.

9




10. Soviet awareness of the need to expand exports can be
5een in several recent contracts and in other negotiations noted
above in which the USSR has sought to tie repayment to deliveries
of the products from the installation built with Western credit.
These iﬁclude the gas-for-pipe deals with Austria, West Germany,
France, and Italy; the Soviet-Japanese wood for equipment contract;
&he proposed oil a;d gas—for;pipe deals with Japan; and the proposed

%.Wéstern exploitation of Soviet.copper at Udokan. Most-of the
arrangements would ultimateiy improve earnings, but aside from
the gas-for-pipe arrangements and the wood for equipment contract
concluded with Japan, export earnings would th be affected in
a significant way before the end of the decade.

Soviet Indcbtedness

11. Shrdughout most of the 1960's the USSR bought more than R

it sold in trade with hard currency countries. The difference |

was financed in part by selling gold, but mainly by borrowing

and by buying on credit.. Soviet indebtedness to the West, mainly
long-term, has grown rapidly in recent Years; it was sbout $1.6
. billion at the end of 1970 and will probably reach $2 billion by

the end of 1971 (See Table 2). Soviet trade statistics indicate

That during the period 1961-1970 the Soviet hard currency trade

deficit averaged $250 million annually. Tt reached ‘the $500

millfoh mark in 1964 and 1970. Only in 1967 d*d the USSR achieve

a8 hard currency trade surplus. (See Table 6 in Appendix)
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Table 2

Estimated Soviet Drawings and Scheduled Repayments
on Western Medium-Term and Long-Term Credits a/

1959-1970
Million US $
| Outstanding
Estimated Scheduled Net Debt at End
Year Drawings . Repayments Interest Credits of Year
1959 60 12 0 18 48
1960 . 125 37 2 86 . 136
1961 1 ) 165 70 6 89 231
1962 ) 180 106 - 10 & 305
1963 ©1ko 130 1k -h 35
1964 170 17 15 - 8 338
1965 190 149 .17 . ok 379 -
1966 275 149 20 106 505
1961 305 152 29 2 658
968 u3s 206 38 i ey
1969 525 248 ‘59 218 1;161;
19710/ 730 291 .69 370 1,603

&. Drawing estimates are based largely on data derived from contracts
indicating delivery and credit terms and on Soviet imports of machinery
and equipment. In general, early contracts (1959-64) involved 80%-85%
credit and 5% interest. A large number of contracts since 1965 have
involved 85% credit and 6% interest. Repayment periods for the earlier
credits were usually three to five Yyears following downpayment. Typical
terms since 1965 have been eight years following delivery of equipment.
b. Preliminary. .

NOTE: Saviet outstanding indebtedness calculated by NATO is higher,
but NATO estimates overstate the level of debt because they include
extensions rather than drawings in its calculations

11




12. Debt service charges are rising rapidly and were
equivalent to about 15% of export earnings in 1970. . If, as
seems likely, Soviet exports slow markedly, the ratio of debt
service to exports will soon surpass 20% and could exceed 25%

‘before long. Two Possible projections of Soviet indebtedness to
the West are given below, either of which could be well off the

mark, but current trends indicate that drawings will be at least

maintained for the next few years.

~

Table 3

Projections of Soviet Indebtedness
to Western Creditors a/

- . Outstanding
Scheduled Debt at End
Year  Drawings b/ Repayments b/ “Interest Net Credit of Year

Projection A

1971 T30 361 86 283 1,972
1972 565 538 99 29 2,099 |
1973 565 509 126 - 70 2,155
1974 565 : Shs ‘ 129 -109 2,175
1975 565 572 . 131 -178 2,128
Projection B
1970 T30 291 69 370 1,603
97. - T30 361 86 283 1,972
1972 . T30 359 99 173 . 2,243
1973 730 551 135 Ly 2,h22
197k 730 - 607 - 145 . - 22 2,545
1975 - 730 - 659 153 - 8 2,616

&. Because of reunding, components may not add to the totals shown.
b. Credits are assumed to be for an average of eight years at 6% interest.

B g

NOTE: Projection A assumes @ continuation of the 1969 level rlus scheduled
Pipe deliveries on credit and a fall back to the 1969 level after the pipe
shipments are completed. Projection B assumes other exports on credit will
replace Pipe. Projections beyond 1975'would'show increasingly large
Tepayments in excess of drawings.

12
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The following tabulations show the debt service (repayments plus
interest) implicit in the two projections, together with projectionsg

of exports throuéh 1975 at T% (the upper limit of export growth

estimated).
Ratio Ratio

Exports Projection A 9 Projection B __1&_L'
1970 2,345 360 15 360 - 15 /
 Ton 2,509 Wt 18 W 18
972 2,685 . 537 20 558 21
1973 2,873 - 635 22 686 oy
1974 3,074 6 2 s 2l
1975 3,289 3 2 g1 25

Soviet credit in the West is good, and Soviet control over the

economy aun¢ over the use of foreign exchange reébﬁ;ces iﬁsuré;
that' debt cbligations can be met. waever; the Soviet government
probably wishes to avoid the reduction in flexibility which a
high debt service ratio would produce. For the USSR a ratio
much over 20% probably would seem excessive.

13. If exports increase at a rate much less than 7%, the USSR
would.ﬁave to make difficult adjustments. To hold debt service
paymenfs within reasonable bounds, the USSﬁ would have to stop
increasing drawingsion_new credits. Rebayments would then soon

exceed-drawings, and the net flow on credit account would shift -

" from a large surplus to a deficit. This shift on credit account

13




would mean that purchasing pover over imports -- import capacity --
would increase iess than exports. These projections depend on many
assumptions, any of which could be wrong. Even if the overall
mrojections are correct, those for individual Years could be far
off the mark. But unless ve have grossly underestimateq export
prospects, it appears that Soviet import capacity will increase

much more slowly in the next few years than it has since the mid-60's

4. If merchandise exﬁorts do not grow substantially faster
than suggested above, the USSR wiil have to_fiqance imports by
other means or ration its imports ﬁore strictly. The USSR has
added considerably to its e0ld reserve since 1965 and now produces
more than $200 mil}ion annually. If the Soviet leadership feels
that it can now part with at least some of its annual production
of gold to pay for imports, this would epable the USSR to continue
to import more than it exports. TIncreased net hard currency
earnings from touwrism -- possibly averaging $100 million annually
by the mid-1970's -- will also boost Sov1et import capacity,
as wlll increased net earnings from the Soviet merchant fleet,

vhich may rise to about $100 million by 1975. 1If the USSR chooses
to ration its imports more strictly, imports of highly prized
VWestern equipmén£ and técﬁnology will be maintained to the extent
possiblc; butvthere probably will be greater sﬁbstitution of

technology for eéuipment. The leading candidate for pruning is

1k



the level of manufactured consumer goods, thch the USSR

have been importing from the West at a rate of about $250 million
annually since 1966. The leadership, however, probably feels

it bas less room for maneuver in this aréélthén;it.gid five

Years ago; it probably Qill havé even less five years hence.

15. Should the leveling off or decllne in 1mport capacity
coincide with poor grain harvests and the Soviets have to import
large quantities of wheat from the West, capital goods imports
would also be curtailed, as they'were in 1963-65.
anorts-

16. It is assumed that the USSR will contifue to look- to
the West for equipment and technology to modernize its economy
and will import goods in short supply not available.in the -

Communist world. ILittle information is available on plans. for R
Soviet 1ndustrial development beyond general—statements on the

current flve—year plan where cognizance is taken, as .usual,

of the need to achieve increases in production through increasing -

labor productivity, especial}y'by'more rapid introduction of
the‘reéults-éf.sgientific reséarcﬁ, ﬁodernization of design,

mechanization and ,automatiod, and standardization and specialization,

with attendant economies of scale.




17. Inm electronics, the program is a logical continuation
of that in the last period. In computers, the.main task is to

establish series productlon of third generation machlnes. The

-

USSR has had discussions with some Western companies regarding
possible assistance in setting up such production. Assistance
would be less in the form of production facilities than of production
Know-how. If the USSR is unable to obtain such 3351stance and - }
: ‘wproceeds on its own,‘lt Will still require Western components,
| peripherals, and application'techniques. VIn components the
task is to master silicon-device technology on an industrial scale
and provide the integrated circuits needed for thira generation
Acomputers and for miniaturized electronic equipment. The USSR
has been looking to the West for such technology.
18. The USSR-is—interested -in- procuring from thEWest
: telecommunicatlons equipment and the technology to produce such
equipment. The USSR requires a whole renge of common carrier
equipment, i.e., microwave radio relay systems, coaxial cable
and associated MUX, telephone switching systems, and satellite
| gfounq stations. Data transmission equipment is also required.

19. Chenicals will continue to be stressed in the current
bfive—year plan as for the past decade. The output of the plastics
industry is ‘scheduled to double and some equipment may be imported
from the West. The US possesses a high level of technology in

the production of some of the more important raw materlals,

16
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€.g., polypropylene, polyethylene, and polystyrene. Synthetic
rubber and fibers are also to be produced in significantly greater

quantities. The USSR will also require substantial amounts of

T am—

processing equipment to convert the réw“hater;gls‘énto finished

products, e.g., injectioﬁ molding equipment. How ﬁuch the West

will provide in the way of equipment for the Soviet chemical

industry is in large part a function of the progress of CEMA
%bintegrétion, a process which has moved faster in the chemical

industry than in most other sectors. The USSR continues to

emphasize the:production of fertilizers, but the West probably

can expect little in the way of new equivment brders. A heavy

carryover of completed but unused fertilizer capacity indicates

that large increases in output should be possible in at least

the early yearé'éfwfﬁéﬁbiéh perigé..ﬂﬁﬁTiéfB five'large'modefh R
. ammonia plants ordered in the West in 1959-70 are scheduled to

be in operation.¥

20. To meet planned increases in oil production, the USSR

~will be seeking éubstantial amounts of equipment to find, drill

for, and transport crude oil. To find the oil the USSR will need

* Three ammonia plants bought in Japan are valued at $70 million.
They are based on US technology -- M. W. Kelloggs -- who will
get less than $5 million for the technology.

17




CONFITENTIAL

advanced seismic systems including computer play-back centers
and digital field equipment; drill pipe, well-head equipment,
remote-control automatic gathering- -storage-transfer systems, ang
posslbly off-shore drllllng platforms. Other requlrement;J;nclude
pipe, valves, and compressors for both gas and oilj. Much of tﬁis
equipment will be for use in cold climates, making it many timeg
more costly than cbnvehtional equipmgnt. The USSR also may be -
ghinterested in acquiring some ddvanced refining equipment.

2l. The Soviet machine tool industry has been incapable of
satisfying the expanded neeés of the automotive industry. In the
past the USSR has purchased substantlal numbers of specialized
Vestern machine tools to produce components for cars angd trucks.
The Kama River plant, the major object ¢f new investment in truck
production 'in thg;c_gg'rent.. plan -period; -xill-need ‘machine t6ols
from the West as well as various other lypes of equipment.
Equipment Vlll also be needed for expanding and modernizing other
motor vehlcle plants.

22. To meet planned increases in labor productivity in the
coal industry, the USSR intends to®increase extraction by the
strlpplng method. Consequently more heavy off-road hauling

equlpment will be required. ° Some imports of wood processing and

food processing equipment also will be needed from the West.

18



23. Soviet imports of Western machinery and equipment have
increased substantially since'1966, growlng from a 1evel of $560

-~

milllon to more than $1.1 billion in 1970 N?w orders for Western
plant and equipment fell off in 1969 and 1970, although some of
this decline reflects the hiatus between the end of one plan
period and the beginning of the next As a result, we estlmate
! that imports of plant and equipment will drop in 1971.._It is
doubtful, however, that theré will be a continued drop in such
imports for the balance of tge plan period. ‘New ofders in 1971
are alreédy higher in value than in 1969 or 1970. On balance
.it is estimated that imports of plant and equipment will exceed
$1 billion annually throughout the curreat plan period. This
figur; includes béth the more séphisticabed variety available
only in the West as well as other, more standard equipment which
-the USSR or its CEMA partners cannot supply in sufficient quantities
to meet Soviet plan requirements.
2k, In commodities other than equipment it -is assumed that
the USSR will continue to import mich the same items it has been
importing;'with quantities dependent 1§?gely'on a;ailabilities in
the Communist world. These goodé'inciudeAsteel, chemicals (especially’

plastics), wood plp, textile raw materials, intermediates, finished

products, and manufactured consumer goods.

19




25. Imports may grow at roughly the same rate ac exports --
6% to Th. Projecting from the 1970 figure of $2,780 million, the
range of 1980 would be $1&.9-5.S,billion. This compares with thé
estimate of exports of $h;1-h.8 billibn,'imply?ng deficiﬁsi;;
this trade. Such deficits are expected from time tc-;.time, although
vit is far i&'ém' certain that the USSR will be willing to incur

~

such deficits as often as in the past.

{Eastern Europe o

Exports

26. As with the USSR Ea.st Eurbpean exports to the industrial
West are expected to grow more slowly than in the 1960's. A rate
of roughly 8% to 81% annually is predicted for the 1970's, with

exports rising from $3.9 billion* in 1970 to more than $8 billion

in 1980. This compares with a growth of.le.-3% for-the-1960'g. ===

27. As an example of what might be considered a "demand-pull"
formulation for projecting East European exports to 1980, a recent
UN study on Intra-European trade includes prospects for East

European exports to Western Europe based upon least squares estimates

* Western rather than East European statistics are used throughout

the discussion of East Buropean trade with the West. A consistent
set of data [is not available for all six East European countries.
based on East European sources

20



of total imports of eleven industrialized West European countries.*

Although these figures are intended only "to illustrate the

consequences of extrapolations into the future of certain current

-

tendencies and growth patterns," they nevertheless serve as a
useful starting point in estimating export trends.
.28. Under one assumption, -the seven “East European" countries]

N

. {including the USSR) would retain their 1965-1967 market shares !
g.for each of five commodity classes in each of eleven West European
countries. Export growth from 1965/1967 to 1980 would be 8.4%
per annum, as compared with 10% -from 1957/1959 to 1965/i967.
An alternative assumption postulates "a continuation of the changes

in Eastern Europe's market share for five major commodity group

in Western Europe at the same rates as observed between 1957/1959

and 1965/1967;"~—E££ resulting growth rate for exports is 10.3%,
gbout as fast as in the earlier period. Neither assumption is
intended to reflect anﬁicipated changes in East-West trade patterns,
although there will undoubtedly be elements of both stability

and change where East European market shares are concerned.

A

* Supplement to Analytical Report on the State of Intra-European
Trade, E/ECE/7T61/Add. 1, 12 February 1970. In :this study, the
Soviet Union is included as part of Eastern Europe, and several
non-European members of the industrial West are excluded.
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29. In projecting growth in Eastern Europe's exports to
the West for the 1970's, trends of the 1960's are not necessarily

indicative of things to come. Certain trends in tradlng patterns,

-———

for instance, have been rather short- 11ved and have been blunted --
particularly for agricultural and raw materials exports to Western
Europe. Furthermore, Eastern Europe will run into serlous

problems in attemptlng to broaden Western markets for its

: manufactures; thus, the declining growth of agricultural end industrial
. LR e

-raw materials exports probably will not be offset by export
growth from any other product group.

30. Regarding manufactures, Eastern Europe will face-
supply constraints, sharply rising hard.currency costs associated
with overcoming product inferiority, and achieving competitive

standards of packaging, marketing, and service. These difficulties

and the reduced dynamism of‘food and rav materials exports will

thus work to hold down East European exports to about 8% to 8.5% —-
somewhat below the growth rate of the 1960's

31. Agricultural sales will remain a major source of Eastern

* European hard currency'earnlngs, but as in the past few years, they

~will gradually decline in 1mportance in favor of the faster growing

exports of semifinished goods and consumer manufactures and, to a
lesser .extent, chemicals and machinery. Exports of crude materials
and fuels, although readily salable, probably will also contlnue to
decllne as a share of the total becuase they are in short supply

in Eastern Europe.
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32' The general outlook for Esst European agricultural sales
during the next few years is unfavorable, quite apart from inevitable
weather disturbances. West European 1mport quotas on the most

1mportant agrlcultural imports from Eastern Europe are llkely to

remain, in view of probable future domestic surpluses of dairy
products, sugar, soft wheat and other products‘in the West.

East European needs for meat and other higher grade foodstuffs

i are Iiksly to reduce ‘the growth of available agricultural prdiucts
for export and, in view of the Polish riots, the East European
leaders are likely to take greater pains to meet those needs.

33. By 1980, the largest hard currency sarnings for East
Europe should come from exports of inéermediate manufactures,
especially those at the lower end of the procsssing_scale such
as primery and semifinished steel products and nbnferrods metals
.and_bhlk texéiles. Eastern Europs'also should do well in sales
ofAselected consumer maﬁufactures -~ particularly Czechoslovakia
and East Germany, which produce the most acceptable clothing,
footwear, travel goods, and other items.

34, Exports of a wide range of chemicals have a good potential.
Large East European purchases of Western chemical plant and equip-
ment in recent years have provided capacity exceeding even future
domestic requirements. Eastern Europe,therefore, can be expected
to try'to export to the West more basic chemicals, petrochemical

components, and pharmaceuticals.
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35. Machinery sales will continue to grow, but will remain
a8 very small share of total exports to the industrial West. The
Fastern Eur&peansstill.will be selling in what to them-is a-thin,
uncertain Western market, and they will be selling et éubstantial
price discounts for most machinery‘producfs, particularly those

at the more sophisticated end of the scale. Much of the increase’

-~ “a

in equipment exports probably will continue to be accounted for
by the ﬁore standardized machine toéls, textile machinery, and
printing and binding equipment, although the East Europeans
have hopes 6f selling such items as office machines, ships, and
electronic equipment in increased amounts. |

36. The long-run capability of Eastern Europe to expand exports

of industrial products other than semimanufactures Vil{_depend

- PP

to a considerable degree-&bon how well Eastern Europe can make
use of advanced Western technolbgy. The positive effects of
Eastern Europe's impoftsJof larée amounts of Wéstegnwinvestment
goods have bean iﬁhibited”by‘va;ious East European inefficiencies.
A slow rate of téchnoioéigal assimilation tends to maintain the
differences‘in quafity of Western veréué Eastern éroducts, and

it thus continueé to be very difficult for the East Europeans

to upgrade their export mix by selling a larger share of finished

goods.
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_East European Indebtedness

37.‘ Hard currency indebtedness, particularly the debt
structure, is an important determinant of Eastern Europe_s ablllty
to import. The debt structure is reflected 1n the 31ze of
repayment obligations. Uhfortunately'these are not known for all
the East European countrles and, because of:the variety of loan
' types and maturltles, repayments are difficult to project. In
athe 1960'5, the _-expansion of médium- and long—term Western credit
alloved & major rise in East European spending, especially for
capltal goods. As g result, Ehst European indebtedness came to
about $3 billion by the end of 1970. Because the credit was
drawn in ‘rather lumpy fashion, repayments are equally uneven,
resulting in balance of payments difficulties for some countries.
_Bulgarla and Romania have had the most difficulty in this respect.
It is possible that both countries -- owing ebout $1:3 billion
between them -- have reqnired Western assistance (and perhaps
Soviet aid in the case of Bulgaria) to meet maturing obligations
over the past two years.

38. Most of Eastern Europe's debt is currently owed to
West - EurOpean NATO trading partners, but a substantial amount ;;
‘perhaps 15% -~ is owed to non-NATO partners, principally Austria,
- Switzerland, Sweden, and Japan. Before the late 1960's much of
Eastern Europe & indlebtedness could be traced to 1mbalances with

specific trading partners; it was generally "bilateral® in - nature.
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Since then, however, Eastern Europe's debt has become increasingly
“miltilateral" as a fesult of the growing availability of untied
medium-term Eurodollar loans (consortium loans, etc.) and refinancing
or rolling over existing debt, none of which is linked to particular
“trade imbalances with -- or sbecif@c purchases from ==+ imdustrial
Western countries. As an extreme exampie, ﬁﬁhgafy recently floated
 $o5 million worth of Eurodollar bonds. |
39. All.the ﬁast Europea; countries will be trying in the
i.next'few years gq;gvoid_;umpy debt repayments which can_cause hard
currency crises. They wili be bargaining for longer-term credit
and tie-in deals for purchdses of plant and équipment t& keep'annual
hard curréncy outlays to a minimum. It is unlikely that any East
European countries will tfy to reducévits debt in absolute terms;
indeed, short of putting a freeze on imports from the West it would
~ be impossible to_do_so. _Rather Eastern Europe wili.be looking
to develop or maintain a moderately flexible posture regardiég
debt service obliéatioﬁs relative to export earnings. To some
-extent, East'Eu;opeap indebtedness has become institutionalized,
and debt servicing‘is looked upon as a.necessary evil. So long
as Easf—Wést trade goes oé growing, the debt is likely to increase
at least as fast as trade. .
40. By 1975, total East European indebtedness to developed
Western coﬁntries could amount to &s much as $5 billion. This

projection ié ba.sed upon estimated growth in trade, estimated
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debt servicing, and repayment of debts and other transactions.

East Germany and Hungary are expected to increase their ‘debt the
most by 1975, followed by Romania, Poland, Czechoslovakia, and
:’c‘inally Bulgaria, which 1s probably least able to increase export
earnings in the West Projections of each country &8 indebtednessg *
for the last half of the l970's_have not been made, but it could
run much higher. - .

!’. i&l. More than half.of East German indebtedness to “the West
of $625 million is made up of its swing balance with West Germany
and other debts to West Germany This portion of the debt is
~ handled dlfferently from other East European indebtednesa to the

. West because of the unique relationship in trade and other matters
bet'ween East and West Germany. The swing.credits are interest
free and, apparently, indefinite in maturity. By the same- token -
‘it is not poss:Lble to project this IZT swing debt because of
uncertainities in East and West German relations. East German
1ndebtedness to other 1ndustr1al Western countries is under
$300 million. Along with increased imports, East Germany received

" increased credit lines of & substantial emount in 1970, probably
not all of which has been drawn. Tt is expected that debts
growing out of non IZT trade will grow considerably through 1975,
as that trade becomes g larger share of total East German trade
with the 1ndustr1al West. The value of the debt could reach $600

million, roughly equal to the level of non-IZT exports expected

in that year.
Y 27




42. Czechoslovakia does not have a particularly large debt
in relation to its exports, but the debt structure is poor.

A significant increase in Czechoslovak sales to Western Europe

——

"in 1969 relieved debt repayment pressures somewhat,-bué in 1970
such exports grew by only about ll%, while importérincreased by
27%..1A1so, in the\first half of 1971 imports have grown considerdbyy
faster than exports. Czechoslovak hard currency debt repayments
%bin 1969-TL were .scheduled at over $200 million. Much of this
amoqﬁtlhas probably been rolied over, by both buying current
imports on credit and simplﬁ’putting off debt reduction, and

_ by refinancing maturing notes. It 1s'expected that Czechoslovak
medium- and long-term indebtedness, mow shout $375 million, will
amount to about $500-600 million by 1975 and will be equal. to

no more than two-thirdsrof*the~va1ue"of“éxpOTtS”tb thé‘indUS§fiéI
HES#.

43. Aside from Bulgaria, Hungary probebly owes less money
to Western creditors than any other East.Ehmopean country. Since
the mid-lQGO‘s,_Hungary has apparently undertaken to increase
" indebtedness at roughly the expeéted annual rate of increase in
itsvexportsﬁto the industrial Wégt,.a conservative policy by
East European standards. Hungarian indebtedness is on the order
of $350—375 million. Hungary has recently made use of substantial
untied medium;term Eurodollar credits in the form of Western
consortium loans loosely linked to the-de&elopment, modernization,

or expansion of entire industries. Hungarian indebtedness is
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expected to increaseAsubstantially and may e&en double by 1975,
based on plans to modernize the textile industry, develop
pharmaceuticals and expand aluminum processing capacity, all

of which will require substantlal capital goods 1mpof£é‘;rom

the West.

g, Romania'é debt position at the end of l970vwas the

. least favorable in Eastern Europe. Romania owes more to the
West than any other East European country ($850 900 million).
Although the government has recently cut back significanply on
purchases of Western machiﬁery and equipment, the failure to
aftain planned hard currency export targets in 1960- 69, partly
because of agricultural failures, left -Romania in a “tight hard
éurrency position by 1970. An outstanding 1971 grqin harvest
promises to strengthen its export potential in the months to come,
ﬁﬁweﬁer.' The Romanian credit position‘is buoyed by substantial>
'goid reéerves; but reso;t'to sales of gold to meet obligations
probably would adversely affect Romania's only "fair" current
credlt rating. Of all the East European countries, quania is
least willing_to seek or receiye the backing of the USSR as a
iender of iast reéort. Romanla s indebtedness could increase to
as much as $1.4 billion by 1975. The structure of its debt should
be more favorable, with a larger share of long-term (over S years)
credits. Ihe Ronanian debt picture may improve somewhat if

Romanig acbleves the estimated 11% annual increase in 1ts exports
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to the developed West. Although the Romanians probably will run
& sizeable trade deficit with the West in 1971-75, it will be

far smaller than in the preceding five years.

-y

k5. Polana, like the other ma jor agricultural exporters in
Eastern Europe, benefited from a substantial expan51on of sales
to Western Europe in 1969 and again in 1970. Exports rose by about
. go% and imports by only 4%. 1f Indebtedness to the United States |
. on I{.hBO is excluded, Poland hag the most favorable aebt/export
ratio in Eastern Europe by the end'of 1970; Poland's debt was equal
-to just about one-half of éhe $1 billion in exports to the industrial
West. With its hlgh volume of exports and relatlvely stable sales
pbrospects in the next feyw Years, Ibland is probably in the
strongest financigl position vis-a-vis the West of any of the N
East European countrieér- ‘ProJected éxport growth of 7 54" annually )
would enable Poland to increase imports. from the West at the
projected rate of 9.4% per‘year;-while reducing its ratio of debt
to exports. At these rates, Poland's debt ".could reach $900
million by 1975.

L6. By the end of 1970, Bulgaria owed perhaps $300 million
in the West, about 40% greater than its exports to the West, a
seemingly manageable level of indebtedness even if poorly structured.
Maintenance of this ratio to 1975 would raise indebtedness to over
$400 million and permit a growth in Bulgarian imports from the

industrial West of only 4% per year, probably the minimim import
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,grbwth the Bulgarians might accept. Bulgaria might be tempted
to raise indebtedness somewhat beyond the projected level if

its need for Western imports is great enough and if it could

T ey

‘arrange Western financing -- and Soviet. permission. -

Imports
h?. Indebtedness notw1thstand1ng, East European imports
A'from the 1ndustr1al ‘West are expected to grow somewhat more
§°rapid1y than exports =~ perhaps by 8.5% to 9% to a level of about
$10 billion. The present outlook for East European imports from
the West is considerably different from what it was in tne mid-1960's.
Most of the countries are becoming more sélective in machinery
purchases; most have builtvup a fairiyfsteady dependence on Western
raw and semifinished materials; and most are beginning the decade
with greater willlngness to 1ncrease 1mports of higher quality
‘food products and consumer goods in order to meet popular demand.
48. The ‘East Europeans are looking twice at the large
purchases of machinery that dominated their imports from the West
in the 1960's. Theseﬂpurchases bavevreeulted in large hard currency
debts for all of these countries, and all of them have found it
difficult and costly to assimilate Western technology'because of
constructlon bottlenecks, shortages of skilled labor, and the low
quality of domestic material inputs. They are beginning to suspect
that they lack the resources and experience needed to keep output

competitive in the new fields they have bought into.




L9. Moreover, f)ast European plans for 1971-75 call for
raising the share, slready large, of imports of machinery and
equipment bought within CEMA. This policy reflects the concern

" of some countries over f;he balance of payments but, x;xdfe‘:{‘xnportantly,
it is indicative of increased East Eu.rop-ean vf:aali.é;n about what
imports of Western capital goods can and cannot do. Eastern
Iiurope still want_s\Western technology, but East European countries

. gbhave come to the_ {ggalgiquion'that they cannot gain appreciably
on Western economic development simply by buying Western plant,
equipment and licenses on a‘ straight commercisl basis. Attetppts
are being made to acquire Western lmow—ﬂw through joint ventures,
preferably deals that encompass the f;ﬂ,l range of research,
production, and ﬁzarke'cing. Such ventures will not come fast
enough or in large 'enough doses to have a pronounced effect on
exports or efficiency in th_e }9705 y but.they_, prqvide a way for
Eastern Europe graddalljto acquire advanced technology wi’thouf;
substantially adding to indebtedness.

50. These facfors should ‘tend to ﬁold down the grqwth.'of

" machinery imports from the West for the next few years. From
what is known of East Buropean plans for 1971-75, purchases of
Western machinery should rise on the average of roughly 10% a

year. At this rate purchases would run about $2 billion by 1975.

Projections, ﬁowever, are very rough, especially beyond 1975.
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Machinery imports tend to be lumpy and a few larg purchases
could be concentrated in one or two years. Moreover for the years

beyond 1975 estimates of investment requirements and of the

.

progress of CEMA integration become less~rel§§plei‘

91. For Romania and HUngary) whose investmenp programs
have been the most dependent on Western machinery, the rate of
. growth of machlnery purchases is llkely'to fall off in 1971 -T5.
These countries have declded that their imports of Western equip-
ment have been too large to a551m11ate. Hungary‘has found that
buying machinery to support a pollcy of import substitution
_ does not pay off Romania still has a backlog of imported equlp:
‘ment that it is trylng to’ get into operation. As a resulf, both

countrles have become .more selectlve. Bulgaria, which depends

‘far less on 1mports from- the West nevertheless'has ‘had & similar Tl

Tigﬁc&se of 1nd1gest10n and is. most unllkely to repeat the big splurge

>;?in purchases made in 1966 68 Pbland also does not rely heavily-
on Western machlnery, but it is embarxlng on a modernlzatlon
program that may sustain the rapid rate of growth of recent
_purchases, averaging abqut 25% a year in 1966-69.

52.° The most advancéd’eodptpies,.ézecholevakia and East
Gerhahy5'have been less forfhcoming in discussing their intentionS,
partly because of continued policy disputes. They are probably
best able to éssimilate Western technology, but have been strongly

tempted to try to develop their own, through increased integration
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with the USSR and intra-CEMA specialization. Major purchases of
machinery are most likely to be made in connection with integration

agreements, and for that reason purchases from the West in the

-

next five years are llkely to rise more slowly than in the late
-

1960's. Both countries also have short-term balance of payments

problems to solve 1n 1971-72, and large orders may be put off

uyntil later.

. 53. East European .purcliaées of raw and semifinished materials

now account for nearly 50% of imports from the West.. Thgse purchases

~in part fill gaps in supply as ; for example, in-.’fertilizers R

~ nonferrous metals , and high protein food supplles, in part they

reflect the need for higher quality inputs -- especially chemlcals
and semifinished steel . -- for the new machinery bought from the
West in the last decade.” ‘The East Europeans increasingly will-—-— - - .

meet their own needs for some .of these products but.on the whole

‘Will become more dependent on Western materials and spare parts

to maintain the imported machinery.

Sk. The pattern of imports of Western industrial materials

) probably will not change much in the 1970's. Purchases of chemicals

and metallurgical products, which covered over three-fifths of
such impc;rts in 1969, #ill continue to be the largest items.
Some of these countries, however,‘_may substantially increase
imports of liéht industrial- materials, such as textilges. East

European investment plans for 197l-75 indicate some shift avay




from heavy industry, except for Bulgaria. The Hungarians in particular
1ntend to overhaul their textile industry during the next five years
in order to emulate new Western fashions, and they will need to
import not only materials but also. new equipment T
55. Purchases of Western agrlcultural“broducts should contlnuﬁ

to depend prlmarlly on the ups and downs of East European weather
and output. One other factor, however, may add some stablllty
%,to the trend: the-East Europeans are now more concerned with
upgradlng the quality and stablllzlng the supplies of both fodder
and ~foodstuffs. This development should mean more imports of
feed grains, protein supplements, and high grede food products
" in the 1970's |
56.  The East Europeans also will try to expand imports of

consumer emang{agﬁg{eg_gg;;gg“thée1970's. Purchases of light
».indgstrial products -- iike clo;hing, leatﬁer goods, and small
apéliances‘--bstill>wili not aceount for a significant share of
total imports from the West; Most countries have maintained
these purchases at 3% to L% of imports. Except for automobiles,
imports of consumer durables -~ refigerators, washing machines,
stoves -- have beeﬁ insignificant. Most of these eountries now are
planning large increases in domestic output of automobiles, largely
from facilities already in operation, which could help to balance

supply and demand for consumer goods and to ease the need for

imported consumer items, except when agricultural shortages occur.
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Prospects for US Trade

5T. The US has not shared in the growth of East-West trade
for the past two decades and in 1970 accounted for about 4% o
East-West trade turnover (exports, 5% and 1mports, 3%) i;ﬁ
1970 US exports totalled $353 million, $118 mlllon to the USSR
and $235 million to Eastern Europe and US imports totalled $o26
million, $72 milllon from the USSR and $154% million from Eastern

iEurope.*' - T : - ‘ -~

58. The US has not shared in the growth of this trade in
part because of the United States' ‘restrictions vis-a-vis the
» USSR and Eastern Europe. The most important réstrictions on
trade have_been: '

‘&. More stringent export controls than thése of our
NATO allies ang Japan. N

b. Prohibitions on government'credits'and.credit
éuarantees. .

c. Denial of MFN treatment (except to Poland).

d. The 50/50 shipping requirement on grains.

€. The embargo on 7 types of Soviet furs.

59. Other factors instrumental in holding down US trade
include

vith the USSR and Eastern Europe/public hostility to Communist
goods and’ the aloofness of US businessmen to selling in the Communist

—_—
* US statistics are used in the dlscu8510n of US trade with the
USSR and Eastern Europe.




market. There are also some economic constraints, e.g., the
limited US market for Soviet and East European goods -- mainly
raw materials - which are sold widely in Westérn Europe,. and
distance, which limits.US participeticﬁ. in the g;;owing trade in
semimanufactures such as rolled steel and basic chemicals and
in the expansion of imports of. eeasonal fruits and vegetebles.

'
.

Moreover, there are numerous small JOlnt production, subcontracting,
«

.custom processmgand sw1tch deals which are common in East-West
European trade but are less attractive to US business.

60. Recently some of~ the US restrictione have been eased
or eliminated. There has been a stea_dy decontrcl of restricted

- US exports of goods and technical data; itcms ofnierly denied

are now being epproved, e.g., machine tools for . truck manufacturing

plants iu the USSR; the SO/SO shipping requirement has been
_ dropped -and the Presi~de1;1tb recently has been -giv.en discretionary
'authority to approve Exir.nbank' guaranteed loans to Communist
countries. |

61. In projecting US traée with the USSR and Eastern Europe
in the 1970's it is assumed that the remaining major US restrictions
" will be dropped, that is, MFN treatment will be restored to the’
USSR and Eastern Europe and US export controls will be reduced
more or less to the COCOM level. Tt is assumed, moreover, that
the climate in .the US for expanded economic relations with the

. USSR and Eastern Eurobe will continue to improve.
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USSR
62. United States merchandise exports to the USSR were valued

at $118 million in 1970 and have increased about 23 fold since
" 1960, an average annual rate of more than 10%. Most of this
gowth, hovever, occurred in 1969, with Ué exgértswincreasing from
$58 million to $lO6 million. The upsurge in US exports to the
USSR in 1969 was led by‘machlnery and transport equipment,
espec1ally metalworklng equipment for the Fiat plant. --

’ 63._ The commodity composition of US exports to the USSR
usually dlffers substantially from that of most other developed
. Western countries. Industrlal Western exports to the USSR_are
dominated by manufactured. goods, inclﬁding machinery. Machinery
‘and equipment typically account for L0-50% of total exporfs»to
the USSP, manufactured consumer goods about 10%, and steel and
plpe, 5-6%. Us .exports of machinery and equipment, on the other

hand, normally account for only about one- fourth of the total

(except in 1969 ang 1970, when it was about 4o%). Crude materials’

(raw hides, wood pulp) and chemicals usually make up a large
" part of the remaining share of the total.

64. US exports have previously experienced sharp increases
and subsequent declines, e.g., the $125 million increase in 1964
(vwheat ) and a decline in the next year by $100 million. Similarly
the Commodlty’cowp051tlon of US exports to the USSR has exhibited

frequent and often abrupt changes, e.g., soybeans, insecticides,
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steel, textile machinery, and other items. US exports to the
USSR (or, rather Soviet imports from the US) tend to alter quickly
Wwith changes in Soviet domestic production, availabilities in

‘other Western .- -countries, shlftlng prlorltles, and the stet; of
Soviet technology. Consequently, any progectmon of US exports
based on past trends in US exports to the USSR is subject to
considerable error. Projections based on the US share of industrigl'
Western exports to the USSR might be closer to the mark,” The
implicit values of Western exports to the_USSR in 1980 baeed.

on the 6% to 7% increase noted earlier are $4.9 to $5.5 billion.

If the US share of this trade in 1980 increases to 10% to 15%,

-tbe value of USs exports would be $SOO~éOO million.

65. US exports would change in composition, with a greater

share for machinery and equipment -- - perhaps- more*than"half
. Some of the machlnery and equipment exports mlght include automotive
manufacturing equlpment deep well drllllng equipment, automatic

0il transfer and storage systems, oil refining equipment, rolling |
mill equipment, off-the-road vehicles, electron%cs (computer
‘equipment, semiconductor manufacturiug equipment, testing
equipment),'instruments, data transmlsslon equlpment and
numerlcally'controlled machine tools. These are items which the
USSR has expressed 1nterest in wbtaining from the West. Because

of superior US technology in some of the above lines of equipment

and technology, the US might obtain orders from the USSR. The US




probably will contiﬂue to export other items not currently affecteg
by restrictions, including raw hides, wood pulp, various chemicals,
and other items. If the growing concern of the Soviet leadership
- for consumer welfare is translated into. increased imﬁéffggof
consumer goods from the West, the US may.shéf; iﬁrsuch.imports.
_ 66. Between 1960 and 1970 US imports from the USSR grew at

~

an average annual rate of 12§ -- from $23 million to $72 million.
{‘A.Significant p§;§;6f this increase took place in 1970,- however,

when imports rose by $20 million. US imports (Soviet exparts)

are virtually all in the raw material and semimanufactured |

categories. Some changes in composition have taken place over

time, with chrome ore, residual fuel'oil, platinum group metals,

and gem diamonds having become more important in rgcent years.

67. The prospects for the growth for US imports. (Soviet
e%porté) arévﬁbrelgéafiéﬁithan for US exports. If MFN treatment
vere restored to the USSR and other import restriétions wvere .
removed, e.g., the fur embargo, there probably would be some
growth in Soviet exports, but the COmmoéities on which fhe USSR
debends to earn hard currencies are in the main unlikely candidates
for.export exﬁansion in the US. These include oil (éxcépt residual
fuei 0il), cotton, softwood lumber, and coal and coke. These
major Soviet export commodities probably would not be expofted

to the US because of quota restrictions, lack of demand, supply

constraints in the USSR, or inability to compete in price without
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evoking charges of dumping. The most likely candidates for
expansion are Soviet diamonds, wood products (plywood), fish
-products, nickel, and a few other items such as manganese ore,
‘hydrofoils, carpets, ahdAplate glass. Low sulfur rés;téﬁa‘iﬂoil
may also be sold in increasing quantities. N

68. As a result, the growth of US imports from the USSR
would lag significantly behind that of US exports. How much
4’-;chis lag might be cannot be estimated, but annual deficits could
be considerable and probably would have to be offsef at least
in part by US credit. If the US accounted for 10% to 15% of
- projected Western imports (Soviet exports) US impoi*t_s would range
from $400 to $700 million. The lower end of the range is more

likely.

Eastern Europe -—— - i S

69. US exports to Eastern Europe have been erratic. The
value of US exports in 1960 and 1964, for example were higher
than in 1969. These ups and downs have been largely a function
of Eaét European demand for US agricultural products. Exports
in 1970 were valued at $235 million, up about $60 million from
“the 1969 level. Almost half of US exports consist of agricultural
products, a large part of which arée feed/g:ains and.. other animal
feedstuffs. Machinery and equipment account for 10% to '15%.
Crude materials, c'oal and steel, and chemicals are also important

exportis..
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T0. The growth of US exports to Eastern Europe.in the

1970's will depend a great deal upon East European demand for

US agricultural products, particularly oilseeds and feed grains;

-

East European need for certain primary products, such as coal
and coke, and East European desire for US technology and
equipment.

N

.; TL. The broad commodity composition of US exports to Eastern:
a Eurépe probably will shift somewhat toward machinery &nd other
industrial products, but aéricultural products will still account
to for a substantial sharé. At present, US exports of nonagricultural
products are of a marglnal nature and the commodlty mix is rather
fluid. Additional market should develop during this decade.
Beyond 1975, sales of machinery and intermediate manufactures
should assume a dominant role in US exports to Eastern Europe.
| 12. If the US accounts for 10% to 15% of projected Western
exports to the USSR and Eastern Europe by 1980 of $10 billion,
US exports would be‘in the range of $l~l;5 billion -~ an annual
rate of increase of 15% to 20%. The value of US exports are more
likely to be closer to the lover share postulated, poésibly
even somewhat less than $L billion.
73; US imports from Eastern Europe have been rising slowiy
as a share of the 1ndustr1a1 West's imports from the area. They

vere valued at $15h million in 1970 but the US share still stood

at only 4%. Hardly any products from the area have an established

T
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us market. East Buropeans teng to sell at very low prices in the
US, as they do in Western Europe. Imports of Polish canned hams

and shouldess are”the conspicuous exception and in value -they emouat
to about 30% of all US imports from Eastern Europe, Us 1mports

also incude a varlety of manufectured goods such as textlles,

glassware, steel ‘metal manufactures, footwear, clothing, and

. “e

some machinery.

Tk. Recent trends in fhe composition of US imports from
Eastern Europe ere iikely.tq continue in the early 1970's. Imports
of canned pork products (largely from Ibland), nov almost one-
third of the total value, will probably rise slowly because of
slackenlng demand and lack of East EurOpean interest in expanding
sales by‘lowerlng prlces. The urgent neegd to_increase domestic
sales of better grade processed pork products also is llkely to DT
limit the avallable supply for export. Other 1mports of food_
productsiw1ll not expand substantially. East European efforts to
expand food exporfs are.concentrated on beef and beef cattle,
espe01ally'1n the northern countrles and Hungary and on fruits
and vegetables, especially in the -sauthern countries. Western
Europe offers the best markets for these products and pays
competitive prices.

T5. Prospects for: US imports of fuels angd chemicals from
Eastern Europe are not bright; the growing‘surplus that the area
has for export is readily sold in nearby Countries at fairly

k3

1 ——




-800d prices. Romanian low sulfur fuel oil is a possible exception,
. though Us imports have declined recently.

76. US machlnery'lmports from the area, now quite small,

-

have little future, even from Czechoslovakla and East Germany
The East Europeans offer machinery at low prices;.but price is
not the main consideration for machinery imports in the US, and
East European_products are not otherwise competitive. They help
%.‘at most te fill a_few specialized needs. : =

T7.  On the other hané; US imports of iron and steelvproduéts'
at a low level of processiﬁg, together with imports of metal
products* -- with a large share from Poland ;— should continue
to rise substantially. Adequate'Easﬁ European capacity:is
available, quality is acceptable, and price is a key factor
for tbese products in the US.

T8. Finaily, imports of consumer-related products, from
crude materials through finished goods, might increase rapidly
with especially large increases from Czechoslovakia and East
Germany. Most instances of rapid continuous growth in ﬁS imports
through the 1960}3 have been of this kind. Only inertia stands
in the wéj of large increases in US purchases of glassware and
‘other glass products,-:costume Jewelry, orgaments, and novelties;
wooden furnitu;e; inexpensive footwear; and knitwear of various

grades -- to mention the more interesting possibilities. Textile

imports are less likely to grow rapidly, given odality'and style

* Including nails, bolts, screws, and the like; hand tools;
and domestic utensils. "




differences, limitations on supply, and actual or potentigl
quota restraints.
79. Poland, which still accounts for two-thirds of US purchases
"from Eastern Europe, will continue-to have the dominant position,
although the Polish share will decline, berﬁébs considerably.
Czecboslovakia's s?are of the market is likely to remain about
20%. All other countries are likely to increase their shares,
g,especially'East Germany,.which has & fairly wide range“6f salable
products and is looking for elternative markets to West Genmany.
80. Because of the small base, total US imports from the
area are expected to rise somewhat faster than West European
imports. From 1971 to 1930, US imports are given a better than
even chance of growing at least at the rate of the 1960's --
which averaged lQ,E%Lper;yﬁarqe-,about~asmstrong~an-estimate;--‘
as can be heza:ded, given the emall scale and marginal hafure of
almost all sales to the‘US from the area. A good chance evidently
remains that the rate of growth will be_significaetly'higher'or
lower, though hardly es low as 5% or as high as 20%.* US imports
" from Eastern Europe in 1980 probably will be in the range of

$300 million to $600 million or 4% to 7% of Western imports from

* Either of these possibilities is given less than a 10%
chance.
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Eastern Europe.b As with the USSR, the lower level of projected
US imports than of exports in trade with Eastern Europe implies

chronic East European deficits.

Constraints on US Trade with the USSR and Eastern Eur6§é4‘~

V8l, Although special US restrictioné have»plgyed a part

in hold down the level of US trade with East Europe, a number

of basic economic constraints would hbld the US share below that
aof Wéstern‘Europp_eveﬁ if US tfade with the East were put on an

equal footing with Western European trade with that area.

82. The most'ihportanf constraints on US tradé with the USSR

and Eastern Europe affect US imports. The US is well e;doéed

in agricultural and mineral resourceé; unlike Western Europe it

does not normally offer a market for Soviet or East European

grains, lumber, coal, crude petroleum or natural gas, and it

is a relatively poor markét for most'other‘mineral products.

In the long run, a fewAéoviet raw materinl reseves, such as

copper, may;be developed with WesternAassistance, and the US might

be a market for such commodities if access to Free World supplies

becomes more difficult. Distance fE another.obstacle; in particular

it limits Ué participation in the rapidly érowing exchange of

semimanufactuied goods, such as rolled steel and basic chemicals,

with the West, and in the expansion of inports of seasonal fruit

and' vegetables. A third limiting factor is the lack of deep

historical ties between the US and Eéstern Europe. Millions

of people in Central Europe on both sides of the Iron Curtain
- 46
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have similar tastes for a wide range of consumer goods and retain
a cultural affinity that facilitates bu51ness contracts, including
JOlnt production and sub- -contracting,

83. Another major{obstacle to a further rapid growth of Us
imports from the area is the inertia of Soviet and Easg_European
producers and trade organizations. Theyufind-it topéheir advantage
to stick to markets that offer the most security. Usually they
bave & hard enough time to meet commitments in these markets
1n the face of chronlc shortages that seem unav01dable in commang
economles. For the same reason, their customers forelg; as
well as domestic, fight a constant battle to obtain delivery of
goods on time and as specified. The West European importers
who deal with Eastern Europe put up with a lot of.trouole for

Lite suke of the extremeLy low prices at Wthh they are able to

buy in the erea. Conversely, of course the prlces are so low

in part because 50 much trouble is 1nvolved for 1mporters:
The undependability of East Furopean deliveries has made importing
from the area as much of a specielized‘business as exporting

to the area. Moreover, tre-in arrangements, processing contracts,
and switch deals are common and necessary. The commercial interesrs
and-practices of smaller countries deeply involved in foreign trade

seem to be better adaptedAto this way of doing business than are

those of the United States.
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84i. A relateé difficulty for US imparts is that few East

European manufacturers actuaily'produce for the Western market.
The goods sold in Western Europe are among the highest grade

* products of Esstern Europe, but they.have rarely been'degigned
to meet specific Western needs and preferencES. .They are thus
in general solgd nore easily in Western Europe, where changes

Jin demand have been less sweeping than in the US. Moreover,
the quantities_gvaiIhble are often small and are thus of
less interest to US than to'Western European importers:

85. The continued grdwth‘of East—ﬁést trade{ however, will

gradually lower the barriers to Eastern Eurone's trade wifh the
US. The area's enterprises ang trad<3 organizations are becoming
more adept in deallng with the Western market. Specialized production
in Eastern EprOpe (not in the USSR) primarily for export to the
Wesg; is. likely to develop, whether.or_not basic changes are
made in Eest European economic institutions and policies. Us
importers should therefore find it easier and more attractive to
do business with Eastern Europe in the 1970's. This process will
nevertheless be slow, and it»will hardly have a dramatic effect
on US imports by 1975. The abrupt changes from year to year in
US imports from Eastern Europe that are ?isible in detailed trade
statistics should, however, become less marked. The stabilizing

of the trade is an important condition for further growth.

L8
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86. The prospects for US exports to the USSR and Eastern
Europe appear better than those for imports, although. some of
the constraints on imports -- such as greater distance -- also
affect exports. Ehsfern demand for technologically advanced
products is considerable and the US coﬁpegi%ive‘position for many
of these products is strong. This suggests the possibility
of a substantiai US trade surplus with the USSR and Eastern

Europe. Such_gf§ufplgs could be financed in large part by US

" export credits, but only for a few years. In the long run,

repayments would tend to catch up with credit dréwings. The
USSR and Eastern Burope would then have either to balance their '
trade with the US or use surpluses in trade with other hard
currency countries to finance deficits in trade with the US.

Soviet. gold sales are also possible.

Effects of Removal of US Restrictions on Trade with Eastern Europe
87. Of all the US restrictions on trade with Eastern Europe
and the USSR, only three have enough long-run significance to

affect the volume of US trade with the USSR and Eastern Europe:

-credit restrictions, export conﬁ}ols, and MFN. The most important

legal restriction concerning commercial credit which has significantly

1limited US exports to Eastern Europe and the Soviet Union --

the Export-Import Bsnk Extension Act of 1968 -- has prohibited

granting of Export-Import Bank guarantees and insurance on loans

and credits to those countries. The Export-Import Bank regulations
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are currently'beiﬁg 1iberalized to include, at the discretion
of the President, medium-term credit guarantees and insurance to
Eastern Eurobe and the USSR. This move could lead to growth

in US sales, particularly of machinery and equlpment; in the -
next few years, With Presidential approval, the moblllzatlon

of domestic credit facilities probably would be limite§ only

.

by the néed_of»US firms to use such credit. B

88. Some US firms have limited access to Buropean credit

_ facilitiés through West Ehfopean.subsidiaries, and East European'im-
borters.can finance purchases of goods directiy from the US |
through use of Eurodollér credit as well. In sevéral instances,
'Vusually at the initiétive qf the East ﬁuropean importer, financing
of imports of US cgpitél-eqpipment has come from Western'Eurobean
sources. The llmlt to thls eource of funds . rests on the nature R
of each partlcular deal money market condltlons, and most
important, the overall credlt ratlng_of the East European imporﬁing
country. An expanded Qolﬁme of US equipment sales probably could
be financed by this method.

89. At-%he present time, QS firms can secure machinery orders
from Eastern Europe aﬁd the UéSR»in céses where there is clear
technological superiority and wﬁere lead—fime minimization is a
factor. Otherwise, Western European (and Japanese) firms can
undersell US bidders on the basis of cheaper credit, lower transport

costs, and more favorable credit terms. Where US firms have
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subsidiaries or affiliates in Western Burope vwhich can provide
appropriate equipment to fill East European‘orders, a US "parenp"
firm frequently will sell the licensing and teohnology rights

. directly, and allow the European subsidiary or licopseetorsupply
needed equipment. If US firms hope to meke &-dent. in the
European_Communist machinéry import market in the 1970's, US
credit terms must approximate those avallable 1n WEStern Europe.
Us exporters must be prepared to offer 8 ~-year to 10-year credit
at competltlve interest rates, covering single orders for plant

and equlpment ranging from about $1 million up.

vReductlon of Export Controls

| 90. Decontrol of commodities on the US commodlty control'
llSt has been progre531ng over the last few years ‘and the passage
of the Export Administration Act in December 1969 has accelerated
the pace of dooootrol Moreover, there has been a tendency toward
“more leniency. in approving ‘items requlrlng valldated llcenses
(w1th some exceptlons). Thus, in spite of the fact that the

COCOM llst bas been trimmed, the gap between US and COCOM
controls has narrowed

gl. Tbe effect of the reduction of US controlspto the

.COCOM level on US exports to the USSR and Eastern Europe probablyi

would be twofold. First, there would be some increase in the

value of US exports to'the USSR and Eastern Europe of items in
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which the US has technological'superiority, e.g., computer
mainframes and preripherals, semiconductor manufacturing equipment,
testiné equipment such as oscilloscopes, and data transmission
equipment. The conclusion of only a few large contracts could
mean & substantial increase in US exborts over the'curiéntiy
low level of US exports to the USSR and Eéstefﬁ’Eurbpe,* but ]
: t

if en important share of such orders were filled by US subsidiaries

~and licensees -- a; they often have been in the past -- the
aﬁncrease would be les§. 1In other words, increased access to

US technology and know-how would not necessarily lead to a concomitant

increase in the export of Us equipmen£ embodying this technology.

92. A second effect of the relaxation of controls would

. be a change in the commodity composition of US exports to the

USSR and Eastern Eu;ope. Currently machinery and transport

equipment accountzfon;about@20%dofmUS—exgorts¢tomthesemcountrieS;h;a;_;AQ&G;_“

and‘crude materials and agricultural products account. for about o

60% of the total. As a result of a reduction of.US controls

some increase in the share of machinery and equipment is to be

expected, although it is uncertain what other category or

categories would diminish. The caﬁegory of machinery and

equipment- itself would also undergo -some change. '

* The $100 million increase in 1970 in US exports to the
USSR and Eastern Europe -- largely agricultural products --
represented a growth of L40%.
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If MFN were granted

93. The granting of MFN to the USSR and Eastern Europe
grobably would not have a significant effect either on the
value of US imports from these countries or the commodity
_composition.* Since the'revocation of -MFN treatment;-ﬁs.z&ports
from the USSR have been either duty-free-or,—;f dutiable, the
rates have been generally low or not significantly different
Q;Qm MFN ratés. D;ty-free goods such as chrome ore and
aPlatinum group'mgpg;sfengering the US from the USSR currently
account for about 85% of the:total. If MFN were restored to
the USSR, it is assumed that goods now subject to US tariff
discriminapion, but which are currently sold in other industrial
Western countries, would be candidates for export to the
United States. Major Soviet exports to the industrial West,
as noted eariiér, would not be exported to the United”Stétes,
however, because of quota restrictions, lack of demand, supply"
constraints in the USSR, or inability to compete in price
without evoking dumping charges.
94. Roughly two-thirds of US imports from Eastern Europe

originate in Poland, which already enjoys MFN status. This

leaves about $50 million in imports from other East European

* Abstracting from politically inspired increases'in'imports.
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countries. Of this total, Czechoslovakia accounts for roughly
half. ézechoslovagia is more discriminated against by the US
tariff rates than any other East European country. In 1969,
for example, the average tariff duties levied_on dutiable goods
imported from Czechoslovakia was. 30%.. For Hungary it vas 26%;
Romania, 2k%; Bulgaria, 22%; and the UéSR,Mih%.¥' East European
exports to the United States are mostly manufactured goods --
textiles, clothing, glassware, pottery, shoés » furniture, and
prepared goods. -~ dhd_carry higher rates than raw materials.
95. Restoration of MFN would significantly reduce the
price to US importers for many of these goods, but whether this

would result in significantly increased imports is another

-matter. Whatever increase there is would be delayeq because

of the preplanned trade patterns of Eggtern Europe and the
USSR. Eventually;—theanstern~Europeanaéduntrfes could~gai;-
more than the USSR if they actively pursued this édvantage.
However, these countries regard Western Europe as their main
market and the US as a remote and marginal one. A number of

Western European countries have indicated a desire to remove

by 1975 nearly all of their quantitative restrictions on imports

from tht USSR and Eastern Europe, thereby making the US market

less attractive. Given the relatively low value of goods that

1 - o

* Poland paid on average of T%
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the US imports from the USSR and Eastern Europe at discriminatory
rates and other factors noted above, the restoration of MFN to
these countries would not result in significant increases in
trade.

- 96. US trade with the USSR agd Eastern Europe prob&bly
would be somewhat larger in 1975 with thé aﬁéﬁe réétrictioﬁs.
abolished. How much larger would a fuﬁction of the timing of
the possible removél of these réstriction% but more important,
- .

{ it would be a function of the purely economic limitations on

. = -
the development of such trade. The removal of US trade
restrictions should help to stimulate US participation 15
East-West trade, but only as the economic, or commercial,

interest on bdfh sides becomes strongéx. As the scale of
Eaét—West trade increases &nd both side; gain experience, the
interest of US businessmen will rise, along_w;th Soviet-East

- ﬁﬁropean capabiiigie; and desire to enter the US market. These
concessioné would probably begin paying off in trade in &

significant way only by the mid-lQTO's, even if they were put
into effect today. |

97- Trade with the USSR and Eastern Europe could
eventually répresent as much aé 3% of US trade, if all special

US restrictions were lifted. This level of trade, however, could

only be achieved after many years. In the interim, US trade
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I Substantlal Sov1et purchases of machlnery and equlpment on )

with the USSR anq Eastern Europe would undoubtedly be far

below this share whatever may be done with regard to restrictione.
It took several years for Poland, for example, to take full
advantage of MFN treatment for its exports. It would also take

- some years for the scale of iﬁports to»pise to the point-%hat'
major US traders might become seriously interésted~in marketing
Soviet and Easﬁ European products in the US. The likelihood

that the US w1ll contlnue to impose some“what tlghter restrictlons
than does western Europe on trade with the East for at 1east .
several years, and the lags in the responseof trade to a lowering
of barriers lead to the conclusion that uUs trade wlth the |
USSR and Eastern Europe is unllkely to be more than 2% of US

 trade by 1980

P0551ble Future Develbpments

%-

98. A slow -down in the growth of East-West trade is

A e e - e e e e e e § g

Apostulated for the 1970'5 becauee of cbanged c1rcumstantance.'
credit in the 1960 s have created a sizeable debt to the West
and because the outlook for export expansion is bearish, Soviet
import capacity probably will bé limited. For the East European
countrles the prlnc1pal forces .leading to tbe rapld growth of .
trade in the 60's -- the de51re for Western equlpment -and |
technology, expanded Western credit and East European exports

of agricultural and industrial raw materials -- have weakened.
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99. For the USSR there continues to be a strong demand for
Western equipment and technology and its imports of these
items should remain at a high level. For Eastern Europe, there

- will probably be a slow-down in the growth of imports of

-

Western machinery and equlpment not only because of increa51ng
1ndebtedness, but also because some of them have égund it difficult;
and.costly to assimilate Western technology. Acquisition of
‘yestern technolog; and equipment without incurring a high

‘» level of indebtgdggss might come about through joint ventures.
Thus far East-West industrial cooperation has been in the form
of small, limited types of'ventures involving joint production
or subcontracting, which bave generated a meager volume of
trade and marginal benefits to East And West. Romania and
Hungary passed laws recently permitting minority foreign
‘ownership and this may encourage Western investment. Deals
that enéompass the full rage of:resea:ch, production, and
ma;keting would enable East European countries to obtain
Western know-how and would presumably give the Western partner
& direct interest in stimulating East Eﬁropean technology and
exports. It is doubtful howaver, that major joint ventures
will come fast’ enough or in large enough doses to have a

pronounced effect on overall East European exports or efficiency

in the 1970's,
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100. There is little likelihood that the USSR would consent
to foreign ownership in the Soviet Union, minority or otherwise,
regardless of the outcome of the Security Conference. There

are’ a number of opportunities for Western cooperation with the

" USSR, however, which would involve an exchange of Weéééfﬁ—capital

-

and entrepreneurship for Soviet raw materials. fgssible projects
involve‘the exploitation of Soviet raw materials such as
.copper, nickel, é;s, 0il, and timber and the building of &
pipeline from the_Tyumen oil fields to Nakhodka. Western
equipment and know-how would be provided on credit and repaid
with the commodities eXplbited. The potential is considerable,
but large injections of Western capital would be necessary and

the pay-off would be slow in coming.

101. Another important reason for the projected slow-down

in the growth of East»Wést~tradewis—reiated_tOfCEMA'integrationt—*” '

In the 1970's there is expected to be greatér coordination of
national economic plans in CEMA and intra-CEMA trade is
scheduled to grow more rapidly at the expense of trade with
other areas. All CEMA countries plan not only to increase the
share of their trade with other CEMA countries, but also to
raisé.théAshare of imports of machinery and equipment bought
within CEMA. The plans for greater intra-CEMA trade are in

keeping with renewed efforts or most members to promote CEMA
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integration, and chances for échieving progress appear to be
better now than they have been in the entire history of the
organization.

Possible Communist Concessions

102. Central planning and the concomitant planning of
foreign trade will continue to be featurés of’Comiﬁnist economies
regardless of the outcome of the conferénce. An important aspect
Qf these centrally planned economies is the "foreign trade

%.monopoly;“ Foreign trade organizations form & bureaucratic
layer;between Eastern and Western consumers and producers.
There have been some devigéions from- this arrangemeht, as for
example, in Hungary, but these have done liétle so far to
minimize bureaucratic delays in foreigﬁ trade decision making
and in concluding.transaqtions.

7103. As a coqcessiqg to the Wésﬁ, the CEMA countries might
permit more direc£ access by Western firms to Communist producers
and consumers This.haé been doﬁe in the past on a limited
scale. Even the USSR in recent years has permitted greater
Western access to officials of Soviet enterprises and industrial

ministries,* but the foreign trade.transactions still must be

handled by the_foreigh trade‘ministry. Greatly increased access

* This has been chiefly at the behest of the USSR State
Committee for Science and Technology rather than the Ministry
of Foreign Trade which has been stubbornly resisting in the
name of the sanctity of the foreign trade monopoly.
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will facilitate negotiations and tend to ameliorate the
\
aggravations caused by having to deal with superfluous layers
. of bureaucracy. This in itself may encourage more Western

businessmen to seek markets and goods in the USSR and Eastern

- .

Europe.
104, Aﬁother concession might be éhe.é;£abi;shment of
minimm quotas for Western goods. The Soviet Union and the

.. East European countries could guarantee markets for Western
goods, probably_for?specific categories of goods. Such a
concession could be offere& in exchange for increased.access to

~ Western markets (reduction of quotas or tariffs). The ability
of the individual CEMA countries to guérantee markets varies
considerably, and the impact ofisuch'arrangements cannot be
assessed. Such quotas, however, would be consistent with the
desire of Communist~cbuntries~t§—minimdze“the~share of~unplannedwmf:_

~ foreign trade.

Possible Western Concessions -

105. The export controls administered under COCOM might
be further reduced consistent with Western security considerations.
How much of a concession this would be is difficult to Judge,
however; COCOM International Tist I (consisting of items with
" both civil and military end use) has beeﬁ reduced regularly in

recent Years and is about to be reduced further at the List
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Review scheduled to.begin in Paris in October. Presumably
many sophisticated electronic items will remain on the list
following the review, including high powered computers. Given
the demand for such computers in the USSR and Eastern Burope
"and the apparent inability of these countries to prbdﬁééfgﬁird
generation machines on g large scale, fufthe;’deCSAtrol of
computers might generate a considerable volume of business with

N

the Communists.

“~

a 106. Another major concession by the West would be the
reduction of quantitative restrictions (QR's) in Western
Europe (as well as tariffs in the US). In recent yéarS, QR's
vis-&-vis the USSR and Eastern Europe ' have been reduced but

the impact appears to have been minimal. In many instances the

relaxations were for goods which are not important Soviet

and East Buropean exports. Moreover, liberalization of quotas.—...--.

for the Soviet and Eastern Eﬁrope goods,upparently ha; béen
less than for OECD countries. Some Wésﬁ-European countries
have expressed an intention to remove most of their QR's on
imports from the USSR and Eastern Europe by 1975. If
liberalization is aimed largely at important Soviet and East
Euxropean exports commodities, some rise in such exports

probably would take place.
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107. With the probable expansion ef EEC to 10 countries
in the next year or so, it is difficult to assess what impact
the EEC Common Agricultural Policy would have on agricultural
exports of the USSR and Eastern Europe. Some concessions to

-

‘the USSR and Eastern Eurepe might have to be made béceﬁée
agricultural goods are important foreign excgeﬁge.Earners'for
Eastern Europe. _

| 108. 1t is ﬁighly unlikely that the growth of East-West
trﬁde will- substantially exceed the growth rates postulated
VvA‘above. Indeed, the upper end of the range estimated for
1980 assumes that the East Qill have made some meaningful
iconcessions to stimilate Western investment and that the west
'Wlll bave signlflcantly reduced quota and tariff reStrlCtlonS
:_and relaxed export controls. Given the fact that Wéstern

'_economlc 1ntegrat10n is moving ahead rapldly and that 1ntegrat10n

eof—the CEMA countrles now shows greater promlse than ever, a

"i]dramatlc increase .in East- West trade would be llkely only 1f

concess1ons are made tbat now appear to be beyond the llmltatlons

imposed by the Eastern and Western economic and political groﬁpings.

CIA/OER
28 September 1971
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Table &4
USSR: Trade with the Industriai West
: 1960-1970 :
] Million $us
Soviet Statistics Western Statisticd *
Year rts Imports a/ ports b .Imgt_). r‘l!,s a/
1960 983 1,080 1,081 976
1961 1,069 = . 1,093 1,211 .. 1,050
To6o 1,115 7 1,283 1,285 1,249
1963 , 1,218 1,%00 1,414 1,289
1964 1,282 1,734 1,kok 1,607
1965 1,438 "1,601 1,712 T 1,397
1966 1,711 1,7h2 1,935 1,k7s
1967 1,886 1,782 2,195 1,587
-1968 2,051 - 2,143 2,322 01,896
1969 2,230 2,4k95° ' 2,458 2,277
1576 2,345 2,760 2,733 2,603
a. f.o;b.

b. Western imports, c.i.f., except US (f.a.s.); Canada and Republic

of South Africa (f-0:biy—inland-point of shipment);-and -Australis - —csc . o

(f.0.b.).

CIA/OER
28 September 1971
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Table 5
Eastern Europe: Trade with thé Industrial West
1960-1970 .
Million $uUS
East European Statistics Western Statistics
Year Exports Imports a/ | Exports b/ Immr{s‘,s c/
A i
1960 1,502 1,675 1,462 1,534
1961 . 1,628 - 1,923 1,549. - 1,669
I962 L6677 1,866 1,635 1,695
1963 1,862 1,977 1,834 1,789
1964 2,118 2,456 1,999 2,194
1965 2,343 2,579 2,288 2,366
1966 2,665 3,175 2,561 2,933
1967 2,846 3,385 2,749 3,137
- 1968 2,975 - 3,k66 2,888 3,180
1969 3,383 3,839 ) , 3,29 3,576
1970 N.A. N.A. 3,005 4,270

&. Bulgaria, Czechoslovakia, East Germany and Poland, f.o.b.,

Hungary, c.i.f., Romania, unknown but probably c.i.f. _

b. Western imports, c.i.f except US (f.a.s.); Canada and Republic - - -~
of South Africa (f.0.b., inland point of shipment), and Australia
(£.0.b.).

c. f.o.b.

CIA/OER
28 September 1971
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Table 6
USSR: Hard Currency Trade

1960-1970 a/ _
T Million $US
Year Exggrts‘ Imports b/ Balance
1960 Thh 1,017 - 273
“ 1961 , 866 1,060 - 194
1962 e T 917 1,181 — - 264
1963 T 960 1,278 - 318
196k - 1,011 1,545 - 534
1965 1,326 1,54k - 218
1966 1;482 1,746 - 264
1967 1,691 . 1,600 + 91
1968 1,893 1,988 - 95
1969 2,105 2,25 - 320
1970 2,196 - ) 2,696 - 500

&. Based on Soviet statistics; includes all Free World countries
which conduct trade in hard currency with the USSR.
b. f.o.b. :

CIA/OER
28 -September 1971
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Table T

Selected Soviet Commodities in Trade with the
Industrial West

1970 o/ -
Exports
Total | B 2,345
Crude.Oil and Petroleum Products - 528
Coal and Coke 131
Wood and Wood Products 386
Cotton fiber . : 37
Base metals 209
Food 121
Furs and Pelts ) L6
Other o 336
Unspecified b/ ' 551
Imports
Total - 21780
‘Machinery-and Equipment 1,099
Base metals 236
Chemicals . 21k
Wheat and Flour 122
Manufactured consumer goods 280
Other : . 593
Unspecified . 236

&. Based on Soviet statistics ang classifications.
b. Iargely platinum group métals, gem diamonds
and nickel. ’
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Table 8 !

East Buropean Exports t> the Industrial West 1969 a8/

¥

i Bulgaria East Germany b/ Poland Hungary Romanis Czechoslovakia

Total trade H _ 181 825 83k 425 420 613
Food and 1live anidals | €8 \ 272 175 121 8l
Beverages and tobecco 19 = %m 5 3 2
Crude materials, psmaudwmu. “ :

except fuels - 23 58 . 134 L6 8L 80
Mineral fuels, lubricants 1 54 AA 19 L2 56
Animal and vegetable olls
~ and fats 5 20 5 7 16 L
Chemicals A . ., 8 72 4o 20 ° 21 38
Intermediate and .

semimanufactures . 37 176 127 T0 ™" 168
Machinery and equipment 6 116 21 22 13 85
Consumer and other finished 11 153 L2 50 36 73
Other 3 18 L6 11 10 23

&. Based on Western Statistics; SITC omﬁmmowummy.
b. Including East German trade with West Germany.
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East European Imports from the Hnmpwdwuquzdmdu 1969 a/

. Table 9 |

Total trade h
Food and live animals
Beverages and Tobgcco

Crude materials, inedible,
except fuels -

Mineral fuels, lubricants

Animal and vegetahle olls
and fats )

Chemicals

Intermediate and
semimanufactures

Machinery and equipment

Consumer and other finished
manufactures

Other

Bulgarie  East Germany b/ Poland Hungary  Romania  Czechoslovaika
239 903 768 395 613 587
( 120 'S5 29 13 bl
1] .

1 19 .8 1 -- 5
11 TL 59 26 31 L2
2 20 9 1 1L 3
- 9 6 2 3 3
34 127 l12 85 49 a4
85 279 198 118 171 111
87 213 253 102 299 228
9 31 28 20 20 39

3 14 4s 11 13 18

a. Based on Western stistics; SITC Categories.

b. Including East Germeny's trade with West Gernany.
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